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CRESTSTREET SPECIALIZES IN STRUCTURING
AND MANAGING HIGH-QUALITY ENERGY
INVESTMENT PRODUCTS FOR CANADIAN AND
INTERNATIONAL INSTITUTIONAL AND HIGH
NET WORTH INVESTORS. CRESTSTREET HAS
TWO PRINCIPAL BUSINESS UNITS: ENERGY
INVESTMENT MANAGEMENT AND WINDPOWER
PROJECT FINANCING, CONSTRUCTION AND
OPERATIONS. SINCE ITS INCEPTION IN 2000,
CRESTSTREET HAS RAISED OVER $750 MILLION
FOR INVESTMENT IN RENEWABLE ENERGY
COMPANIES. IT IS CRESTSTREET’'S MISSION
TO STRUCTURE AND MANAGE THE HIGHEST
QUALITY ENERGY-FOCUSED INVESTMENT
FUNDS AVAILABLE IN THE CANADIAN

CAPITAL MARKETS.
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Creststreet — Excellence in Energy Investing

Creststreet’s energy investment management business is founded on the basic
principle that energy supply is going to become an increasingly important
issue facing the global economy now and in the decades ahead.

Western economies have enjoyed years of surplus energy supplies and steady to
falling energy prices in real terms. It is apparent that global demand for energy is
growing at such a rate that energy from all sources, whether it is crude oil, natural
gas or electrical power, will become progressively tighter in supply in the years
ahead. New sources of energy are becoming more difficult and expensive to find,
develop and produce. As a result, all sources of energy will become increasingly
more scarce and valuable commodities, and we believe the long-term investments
in most facets of the energy sector will perform very well in the years ahead.

As a leading energy investment management firm in Canada, Creststreet is
uniquely positioned to capitalize on the best energy investment opportunities by

leveraging our extensive knowledge of the natural gas, crude oil and renewable
energy sectors to create long-term value for our investors. Creststreet seeks to
deliver strong performance across all its energy investment products by continuing
to follow a conservative, disciplined, long-term value approach to investing.

This document contains the opinion of Creststreet Asset Management Limited as of
March 1, 2007 and may change without notice at any time. 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 and uncertainties, which could cause actual results to
differ materially from those anticipated. 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. Creststreet disclaims any intention or obligation to update or revise
any forward-looking statements whether as a result of new information, future events or
otherwise, except as required by law.
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> After many years of delivering consistently strong returns, global and North American energy

markets experienced a large degree of volatility during 2006. Due to a humber of factors which
are, in Creststreet’s view, predominantly short-term in nature, energy prices and related
equities fell, in some cases sharply, in 2006. We believe the underlying fundamentals that
drove energy prices to their recent record highs remain in place.

Short-term issues, related to unusually mild weather and slowing economic growth in

the U.S., are likely to resolve themselves in the next 12 to 24 months, after which we
believe energy prices and related equities will resume their long-term upward trend.

In our view, after the excesses brought by many years of above-average growth, this period
of consolidation is healthy for the energy industry and will leave the industry stronger and
more efficient for the next phase of long-term growth. Indeed, we believe this period of
consolidation is an excellent time for investors with foresight and patience to increase
exposure to the energy sector and benefit from the strong capital appreciation potential
that will come when energy prices resume their long-term upward trend over the next
several years.

North American natural gas markets were soft in 2006. New York Mercantile Exchange
(“NYMEX”) natural gas prices were down 44% for the year from US$11.23/mmbtu at the
end of 2005 to US$6.30/mmbtu at the end of 2006, hitting a low of US$4.05/mmbtu on
September 27, 2006.

After the aggressive price appreciation experienced at the end of 2005, mostly due
to hurricanes on the Gulf Coast of the United States, North America experienced an
abnormally mild winter in early 2006, which translated into less demand for natural gas.
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The resulting record-high levels of natural gas inventories almost filled all available
storage in North America through September 2006, coinciding with the year’s lowest
natural gas prices. With much of North America experiencing warmer than normal
temperatures through the balance of 2006, high inventory levels have persisted through
to the end of the year, resulting in natural gas prices continuing to remain weak.

Weak natural gas prices have had a significant impact on the market valuations of natural
gas-related companies in most of Creststreet’s energy investment portfolios. It is Creststreet’s
view that the currently depressed natural gas prices are temporary and that the natural
gas markets will see a significant recovery over the next several years. As a result of low
natural gas prices, we have already seen producers reduce their planned capital expenditures
in 2007, which will in turn lead to a reduction in the number of natural gas wells being
licensed and drilled in Canada. It is important to recognize that existing natural gas
production in North America declines naturally by over 20% each year. In order to maintain
overall production levels, more new natural gas wells need to be drilled each year than

in the previous year. North American natural gas production remained flat, at about

70 billion cubic feet per day over the past three years, only because the number of
natural gas wells drilled each year doubled over that same period.

We expect the present slowdown in natural gas drilling in Western Canada will eventually
lead to more constrained natural gas production in North America, the result of which will
be the elimination of the current high levels of natural gas storage inventories and more
favourable long-term natural gas prices. It is Creststreet’s belief that the current environment
presents an attractive long-term investment opportunity for companies weighted in natural
gas, and most Creststreet energy portfolios are in an excellent position to benefit from
higher natural gas prices in the future.




Crude oil prices also fell in late 2006, although not nearly to the same extent as natural
gas prices. NYMEX light sweet crude oil prices remained almost flat, gaining only US$0.01,
from US$61.04/Bbl at the end of 2005 to US$61.05/Bbl at the end of 2006.

After trading in the $20 to $40/Bbl range for most of the past two decades, crude oil prices
broke out to a high of US$78/Bbl in 2006. Since the late 1970s, western economies
have benefited from a significant surplus capacity in crude oil supply. More recently,
growth in crude oil demand from rapidly developing areas of the world, such as China and
India, has driven global crude oil demand to a point that this surplus supply capacity has
been substantially eliminated, pushing crude oil prices to record levels. Despite record
crude oil prices, significant new sources of conventional crude oil remain elusive to global
energy companies causing them to focus on non-conventional sources such as the oil
sands of Western Canada. These sources are considerably more expensive and have
longer lead times to develop.

In late 2006, this relentless upward movement in crude oil prices abated somewhat
primarily due to softening demand for crude oil resulting from slowing economic growth
and unusually mild weather in the United States. We believe that crude oil prices will
resume their long-term upward trend once stronger economic growth has re-established in
the United States. To the extent that OPEC (Organization of Petroleum Exporting
Countries) can enforce and maintain the production cuts announced in November 2006,
their first production cut since 2004, oil prices may move upwards much sooner from the
US$60/Bbl where they have presently stabilized.
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Outlook

Creststreet believes that energy prices are at or near the bottom of the energy commodity
price cycle. We believe this period of consolidation is an excellent time for investors with
foresight and patience to increase exposure to the energy sector. As energy prices
resume their long-term upward trend over the next several years, investors will benefit
from the strong capital appreciation potential of energy equities and natural gas-related
equities in particular.

Creststreet’s energy portfolios are well positioned to benefit from this anticipated recovery
in energy prices. We will maintain our long-term, disciplined, value-based approach to our
energy investing. Our focus on long-term value is central to the strong returns we have
delivered to investors over the years and will remain the cornerstone that Creststreet is
built upon in the years ahead.

G

Robert J. Toole
Managing Director
Creststreet Asset Management Limited

March 1, 2007
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Creststreet
g Energy Flow-through Funds

> In February 2006, the Creststreet 2006 Limited Partnership completed its initial public offering
of units, raising $40 million for investment in flow-through shares of Canadian energy companies.
In August 2006, the Creststreet 2006 (ll) Limited Partnership completed its initial public offering
of units, raising a further $40 million for investment in flow-through shares of Canadian energy
companies. We invested all of the proceeds of these two offerings by December 31, 2006,
generating tax deductions applicable to the 2006 taxation year for limited partners equal to
100% of their original investment.

These Partnerships are scheduled to roll into the Creststreet Resource Fund in January 2008.
In January 2007, the assets of the Creststreet 2005 Limited Partnership were exchanged
for shares of the Creststreet Resource Fund. At the time of rollover, the net asset value
of this Partnership’s units was $5.56. In Creststreet’s view, the Creststreet 2005 Limited
Partnership rolled into the Creststreet Resource Fund at or near the bottom of the energy
commodity price cycle, and we recommend that investors retain their shares of the
Creststreet Resource Fund to benefit from the recovery of energy prices which we expect
to occur over the next several years.

In January 2007, Creststreet filed a prospectus for the Creststreet 2007 Limited
Partnership which proposes to raise up to $100 million for investment in flow-through
shares of Canadian energy companies.

After many years of delivering consistently strong returns, weak natural gas prices have
had a significant impact on the market valuations of natural gas-related companies in
most of Creststreet’s flow-through energy investment portfolios. It is Creststreet’s view
that the current depressed natural gas prices are temporary and that the natural gas
markets will see a significant recovery over the next several years. Creststreet flow-through

energy portfolios are very well positioned to benefit from this anticipated recovery in
energy prices.
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Performance from Inception to December 31, 2006

Annualized
Funds Raised Total After-Tax Return® After-Tax Return®
Creststreet 2000 LP $10,000,000 139%® 15%2
Creststreet 2001 LP $17,786,500 135%? 17%2
Creststreet 2001 (Il) LP $15,000,000 161%? 20%®?
Creststreet 2002 LP $35,000,000 98%? 16%"
Creststreet 2003 LP $34,829,210 74%2 16%?
Creststreet 2003 (II) LP $25,000,000 49%? 14%"
Creststreet 2004 LP $46,176,950 44%> 15%%
Creststreet 2005 LP $54,281,650 (9%) (5%)
Creststreet 2006 LP $40,000,000 (10%) -
Creststreet 2006 (Il) LP $40,000,000 3% -
Average return 68% 13%

) After-tax total and annualized returns based on money at risk since inception for an individual investor in Ontario taxable at the highest marginal
tax rate based on net asset values as at December 31, 2006.

@ Based on the December 29, 2006, net asset value of Creststreet Resource Fund of $7.96 per share.
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Creststreet
T Mutual Fund Limited

> Creststreet Mutual Fund Limited is an open-ended, multi-class mutual fund. The mutual fund
presently has three fund classes — Creststreet Resource Fund, Creststreet Managed Income
Fund and Creststreet Managed Equity Index Fund. As at January 31, 2007, the mutual fund had
total net assets of $79.5 million.

Creststreet Resource Fund

> Creststreet Resource Fund is ideal for investors who are seeking exposure in the high-growth
Canadian resource sector with potential for long-term capital appreciation.

The Fund is designed to give investors a professionally managed opportunity to invest in
Canada’s growth-oriented junior oil and gas sector. 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. The Fund
invests primarily in companies in the Canadian energy industry with a focus on Canadian
natural gas producers, and employs a long-term, value-oriented “bottom-up” approach
with an emphasis on quality of management, low-cost production, excellent reserve base
and potential for exploration success.

After establishing an industry-leading track record of returns, Creststreet Resource Fund,
in line with most of the energy-focused mutual funds, had a challenging year in 2006.

As at December 31, 2006, approximately 48% of the Fund’s net asset value (“NAV”) was
comprised of natural gas-related companies. It is Creststreet’s view that current depressed
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natural gas prices are temporary and that the natural gas markets will see a significant
recovery over the next several years. It is Creststreet’s belief that the current environment
presents an attractive long-term investment opportunity for companies weighted in natural
gas, and the Fund is in an excellent position to benefit from higher natural gas prices in

the future.

Creststreet Managed Income Fund

> Creststreet 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.

The Fund employs a value-based strategy, incorporating a strongly disciplined selection
of management, cash flow multiples, diversification and yields relative to overall interest
rates and other market factors. Investments in fixed income securities will also include
analysis of credit support, leverage and other measures.

The year 2006 was challenging for the income trust marketplace in Canada. The
S&P/TSX Capped Income Trust Index (the “Index”) declined 10.9% for the year. The Fund
performed favourably in relation to these difficult market conditions, declining by only
2.3% for the same period, assuming that all distributions were reinvested into additional
shares of the Fund.

Creststreet Oil+Gas 2007 Corporate Profile 9



Creststreet Mutual Fund Limited

Volatility in the Canadian income trust sector peaked in the second half of 2006, with the
resurfacing of changes to income trust taxation laws announced in the fourth quarter.

On October 31, the Honourable Jim Flaherty, Canada’s Minister of Finance, announced a
Tax Fairness Plan imposing relatively simple but dramatic changes to the taxation of publicly
traded income trusts. In the year 2011, existing publicly traded income trusts will be taxed
as corporations, with any new income trusts (established after October 2006) taxed as
corporations beginning in 2007. The initial fallout of the proposed legislation was a

$32 billion loss in market value in the trust sector (a 13% one-day decline). The sector
eventually recovered approximately half of this loss towards the end of the year.

In the past, trusts in general have been active consolidators of public and private companies.
We expect this trend to reverse in 2007 as public corporations and private equity may find
the valuations of certain trusts attractive following the sell-off that accompanied the
announcement of a new tax regime. In an attempt to capitalize on this potential trend,

the Fund’s investment focus has shifted towards income trusts that are attractively valued
relative to their corporate peers and carry a strong and sustainable yield. In addition,

the Fund has entered 2007 with little or no exposure to the energy sector, but will be
monitoring commodity prices closely throughout the year with an eye towards capitalizing
on an eventual recovery, specifically in the natural gas market.
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Creststreet Managed Equity Index Fund

> Creststreet 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.

The Fund provides investors with long-term growth of capital by combining active and
passive management styles and strategically investing in index participation units in
addition to common stocks and convertible debentures of Canadian and International
companies. The Fund may invest up to 70% in Index participation units in the Canadian,
U.S. or foreign equity markets. The Fund may actively manage up to 30% of the net
assets to enhance diversification. The Fund may maintain a larger portion of its assets in
short-term fixed income securities during periods of high market volatility for additional
downside protection.

During 2006, Canadian equity markets delivered a strong overall performance, with the
S&P/TSX Composite Index (the “Canadian Index”) appreciating 14.5%. Global equity indices,
as measured by the S&P Global 1200 Index (“the Global Index”), returned 18.8% for the
year ended December 31, 2006. The Fund maintained its strategy of being heavily weighted
to the Canadian Index in an effort to track the domestic equity markets. As a source of
diversification, the Fund kept exposure to the Global Index as well as making a relatively
small investment (about 10% of the Fund’s NAV) with exposure to the American S&P 500
Index (the “American Index”). Investments in the Global Index and the American Index are
hedged to Canadian dollars to eliminate foreign currency risk. The Fund did not choose
to hold equity investments other than index funds. The Fund returned 14.7% for the year
ended December 31, 2006, assuming that distributions were reinvested into the Fund.
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Creststreet
G Energy Hedge Funds

> In 2005, Creststreet expanded its proven energy investment management platform into a series
of alternative investment products focused on the energy sector.

These funds employ a long/short strategy that seeks to generate returns by focusing

on specific movements in equity prices of companies operating in the energy sector. In
May 2005, we launched the Creststreet Energy Hedge Fund L.P. for accredited investors
resident in Canada. In November 2005, Creststreet launched the Creststreet Offshore
Energy Hedge Fund Inc. for non-resident and non-U.S. institutional investors. Each of
these energy hedge funds takes full advantage of Creststreet’s proven execution capability
and in-depth knowledge of the energy sector. Creststreet hedge funds have identical
investment portfolios and are managed by Creststreet on a pari-passu basis.
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through the balance of 2006, high inventory levels have persisted through to the end of the year,
resulting in natural gas prices remaining weak.

Weak natural gas prices have had a significant impact on the market valuations of natural gas-
related companies in the Partnership’s portfolio. As at December 31, 2006, approximately 64% of
the Partnership’s net asset value (“NAV”) was comprised of natural gas-related companies. It is
Creststreet’s view that the currently depressed natural gas prices are temporary and that the
natural gas markets will see a recovery over the next several years. As a result of low natural
gas prices, we have already seen producers reduce their planned capital expenditures in 2007,
which will in turn lead to a reduction in the number of natural gas wells being licensed and drilled
in Canada. North American natural gas production has been flat, at about 70 billion cubic feet per
day, for the past five years, and in order to simply maintain this level of production, the number of
natural gas wells has doubled in the past three years. We expect this slowdown in natural gas
drilling will eventually lead to increasingly constrained natural gas production, the elimination of
the current high levels of natural gas storage inventory and ultimately to more favorable long-term
natural gas prices. It is Creststreet's belief that the current environment presents an attractive
long-term investment opportunity in companies weighted in natural gas.

> Revenues and Expenses

The results of operations for 2005 cover the period from the commencement of operations on
March 30 to December 31, while the 2006 results cover a full year. Interest income for 2006 is
marginal as the Partnership’s funds were either fully invested in the portfolio or used to repay the
Partnership’s loan. The loan was repaid in full in November 2006.

The Partnership incurred expenses totaling $1,230,256 during 2006. The Partnership’s largest
single expense item is partnership advisor fees, which are calculated at 2.0% per annum of the
Partnership’s NAV, calculated monthly and paid in arrears. Interest expense for 2006 was
$214,465. Interest expense has increased on an annualized basis compared to 2005 due to
increases in the bank’'s prime rate. The Partnership experienced a marginal decrease in
operating expenses in 2006 due a reduction in marketing and other miscellaneous costs.

Financial Highlights

The following tables show selected key financial information about the Partnership and are
intended to help you understand the Partnership’s financial performance since its inception on
March 30, 2005. This information is derived from the Partnership’s annual financial statements.



The Partnership’s Net Asset Value (NAV) per Unit:

2006 2005
Net asset value, beginning of period $ 9.01 $ 10.00
(Decrease) increase from operations:
Total revenue 0.01 0.12
Total expenses (0.23) (0.20)
Realized (loss) gain on investments (1.00) 0.13
Unrealized loss on investments (2.73) (0.26)
Total decrease from operations(l) (2.95) (0.21)
Net asset value, end of period® $ 6.06 $ 9.01

(1) Net asset value is based on the actual number of units outstanding at the relevant time. The decrease from operations
is based on the weighted average number of units outstanding over the financial period.

(2) These calculations are prescribed by securities regulators and are not intended to be a reconciliation between the

opening and closing net asset value per unit.

Ratios and Supplemental Data

2006 2005
Net assets (000's)® $ 32,918 48,935
Number of units outstanding®” 5,428,165 5,428,165
Management expense ratio (MER)® 3.09% 3.35%
Portfolio turnover rate® 63.76% 11.89%
Trading expense ratio 0.47% 0.06%

(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 Partnership's portfolio turnover rate indicates how actively the Partnership's portfolio adviser manages its portfolio
investments. A portfolio turnover rate of 100% is equivalent to the Partnership 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.



Summary of Investment Portfolio

As at December 31, 2006

Total % of net
Description assets

Investments in long positions

Natural gas 64.31%
Oil 35.83%
Cash and cash equivalents 0.18%
Other net assets -0.32%

100.00%

Investment Portfolio

Description % of net assets
Duvernay Oil Corp. 10.49%
ProspEx Resources Ltd. 10.12%
West Energy Ltd. 8.23%
Orleans Energy Ltd. 7.31%
TriStar Oil & Gas Ltd. 7.10%
Accrete Energy Inc. 6.95%
Crew Energy Inc. 6.48%
Kereco Energy Ltd. 5.86%
Alberta Clipper Energy Inc. 5.35%
Rider Resources Ltd. 3.99%
Real Resources Inc. 3.80%
Redstar Oil & Gas Inc. 3.74%
Cordero Energy Inc. 2.70%
Peerless Energy Inc. 2.66%
Anderson Energy Ltd. 2.53%
Angle Energy Inc. 2.13%
Sebring Energy Inc. 1.82%
Temple Energy Inc. 1.73%
Stylus Energy Inc. 1.62%
Canext Energy Ltd. 1.57%
Great Plains Exploration Inc. 1.46%
Flagship Energy Inc. 1.05%
Ridgeback Exploration Ltd. 0.77%
E4 Energy Inc. 0.68%
Total Portfolio 100.14%

The summary of investment portfolio may change due to ongoing portfolio transactions of the Partnership.
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 2005 Limited Partnership, Suite 1450, 70 University
Avenue, Toronto ON M5J 2M4 or by visiting our website at www.creststreet.com.




Past Performance

The performance information does not take into account sales, redemption, distribution or other
optional charges that would have reduced returns or performance, nor does it take into account
any tax benefits realized by investors. How the Partnership has performed in the past does not
necessarily indicate how it will perform in the future. These performance numbers are provided
on a nominal basis to conform with securities regulations and do not account for any income tax
benefits an investor would have received as a result of an investment in the Partnership. The
performance data presented here should not be compared to performance data provided in the
Partnership’s sales and marketing materials, as these publications provide returns on an after-tax
basis assuming an investor is an Ontario resident in the highest marginal tax bracket.

> Year-by-Year Returns

The following bar chart shows the Partnership’s annual performance for 2006, the Partnership’s
first complete financial period. In percentage terms, the bar chart shows how much an
investment made on the first day of the financial year would have grown or decreased by the last
day of the financial year. These returns do no include any benefits related to income tax savings.

Year-by-year Returns
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> Annual Compound Returns

The following table shows the Partnership’s historical annual compound total returns for the
periods indicated, compared with the S&P/TSX Capped Energy Index and the S&P/TSX
Composite Index. These returns do not include any benefits related to income tax savings.

S&P/TSX CDN

Creststreet 2005 LP  Capped Energy S&PITSX

Composite Index

Index
1 year -32.7% 1.5% 14.51%
Since inception -24.8% 20.1% 18.3%




> About the Indices and Fund Performance

The S&P / TSX CDN Capped Energy Index is comprised of shares of Canadian companies
involved in exploration and/or the production of energy resources and is designed to track the
performance of the energy sector. The S&P/TSX Composite Index comprises approximately 71%
of the total market capitalization of Canadian-based Toronto Stock Exchange listed companies
and is designed to track the performance of the Canadian equities market as a whole.

With a strong weighting to oil related equities, the S&P/TSX Capped Energy Index (the “Energy
Index”) remained relatively flat, rising 1.5% from 319.92 to 324.62 during 2006. Volatility in the
Energy Index was comparable to that exhibited by the commaodities, with the Index hitting a high
of 377.83 and a low of 277.48, a 27% swing.

In 2006, the Partnership had a return of -32.7%. The Partnership focused its portfolio on small
and middle market capitalization companies engaged in the exploration and production of natural
gas in Canada, as these companies have historically generated better per share returns. As a
result, the Partnership did not experience the relatively better performance of the oil associated
equities, but instead was impacted by natural gas prices which declined 44% in 2006.

Investment Objectives and Strategies

The investment objective of the Partnership is to invest in the flow-through securities of
companies engaged in oil and gas, mining, or renewable energy exploration and development in
Canada.

The Partnership’s portfolio is managed with the aims of preserving the Partnership’s capital and
capital appreciation on the Partnership’s investments. The Partnership looks to invest in flow-
through securities that represent good value in relation to their market price and the intrinsic value
of the issuer’s shares, and in companies that have experienced and proven management teams.
Such companies should have a strong exploration program or renewable energy project in place
that offer the potential for future growth. The Partnership has the following investment guidelines
in place that govern investing activities:

> Resource Issuers — The Partnership invests substantially all of its funds in the flow-through
securities of companies engaged in oil and gas, mining, or renewable energy exploration and
development in Canada. To the extent that the Partnership disposes of these securities (for
example, if a take-over bid is made for such securities), the Partnership may reinvest the net
proceeds in securities of other resource issuers, including flow-through securities, or to exercise
warrants.

> Exchange Listing — The Partnership invests a minimum of 80% of funds in flow-through
securities of resource issuers that are listed on the TSX or on the TSX Venture Exchange.

> Market Capitalization — 50% of the Partnership’s investments must be in flow-through shares
in resource issuers whose market capitalization is at least $50 million at the time of purchase.



> Private Companies — The Partnership may invest 20% of its funds in resource issuers that are
not publicly traded.

> Diversification — The Partnership may not purchase securities of any one issuer if that
purchase would result in a position that is greater than 10% of the Partnership’s net asset value
at the time of purchase, however, the Partnership may invest up to 20% of its net asset value
(determined at the time of purchase) in resource issuers with a market capitalization of more than
$50 million per issuer, and may invest up to 30% of its net asset value in resource issuers with a
market capitalization of more than $100 million.

> No Control — The Partnership may not purchase securities of a reporting issuer for the
purposes of exercising control or management of such issuer. The Partnership may not purchase
more than 10% of the voting securities of any issuer.

Recent Developments

On January 19, 2007, the Partnership’s assets were transferred to Creststreet Resource Fund
(the “Fund”) and limited partners received 0.761301 Series 2007 shares of the Fund for each
partnership unit held. It is Creststreet’s belief that the current environment presents an attractive
long-term investment opportunity in companies weighted in natural gas.

In July 2006, Creststreet Capital Corporation ("CCC") acquired Creststreet Holdings Limited
("CHL"), a related Creststreet company, through a common share exchange as part of an
internal restructuring of the Creststreet group of companies. Creststreet Asset Management
Limited (the “Partnership Advisor”) is a wholly-owned subsidiary of CHL. This acquisition did not
and will not result in any change in directors, management personnel, or operations of the
Partnership Advisor.

Related Party Transactions

Creststreet Asset Management Limited (the “Partnership Advisor”) is the Partnership’s
partnership advisor. Partnership advisor fees are paid to the Partnership Advisor for the
management of the Fund’s day-to-day operations. The partnership advisor fee is 2.0% of the
Partnership’s NAV calculated and paid monthly in arrears.

Management Fees

The Partnership Advisor provides investment and administrative services to the Partnership. In
consideration for these services, the Partnership pays the Partnership Advisor a partnership
advisor fee equal to 2.0% per annum of the net asset value of the Partnership, calculated and
payable monthly in arrears. Goods and services tax (GST) is paid on all partnership advisor fees.
Partnership advisor fees totaled $861,285 for the year ended December 31, 2006.



Risk

There have been no major or significant changes that have had an impact on the overall risk level
of any investments in the Partnership. The Partnership’s investment philosophy, style and method
remain unchanged.



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 2005 General Partner 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 unitholders’ 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.

L |
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Robert J. Toole Donna Shea

President Vice-President, Finance

Chief Executive Officer Chief Financial Officer

Creststreet 2005 General Partner Limited Creststreet 2005 General Partner Limited

February 20, 2007



Auditor’s Report to the Partners

We have audited the statements of net assets of Creststreet 2005 Limited Partnership as at
December 31, 2006 and 2005, the statement of investment portfolio as at December 31, 2006
and the statements of operations, changes in net assets and cash flows for the year ended
December 31, 2006 and for the period from March 30 to December 31, 2005. These financial
statements are the responsibility of the Partnership’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit 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 Partnership as at December 31, 2006 and 2005, the investments held as at December 31,
2006, and the results of its operations, changes in net assets and its cash flows for the year
ended December 31, 2006 and for the period from March 30 to December 31, 2005 in
accordance with Canadian generally accepted accounting principles.

K

Chartered Accountants
Toronto, Canada
February 20, 2007
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Statements of Net Assets

As at December 31 2006 2005
Assets:
Investments at market value $ 32,962,194 $ 53,083,938
Cash and cash equivalents 60,812 175,659
Due from broker - 400
33,023,006 53,259,997
Liabilities:
Accounts payable and accrued liabilities 105,005 140,936
Loan payable (note 3) - 4,184,399
105,005 4,325,335
Net assets 32,918,001 48,934,662
Units outstanding 5,428,165 5,428,165
Net asset value per unit $ 6.06 $ 9.01

See accompanying notes to financial statements.

Approved by Creststreet 2005 General Partner Limited on behalf of
Creststreet 2005 Limited Partnership

e 0 e

Robert J. Toole Stuart P. Hensman
Director Director
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Statements of Operations

For the period from
For the year ended March 30 to
December 31, 2006 December 31, 2005

Investment income:

Interest income $ 48,091 677,837
Dividend income 9,363 -
57,454 677,837
Expenses:
Partnership advisor fees (note 5) 861,285 797,454
Interest expense 214,465 142,567
Legal and filing fees 30,476 26,053
Directors' fees 31,402 36,955
Unitholder reporting 43,642 38,385
Operating expenses 34,718 63,350
Dividends paid on securities sold short 16,074 -
Audit fees 14,268 14,000
1,246,330 1,118,764
Loss from investment operations (1,188,876) (440,927)
Realized and unrealized (loss) gain on investments:
Cost of investments, beginning of period 54,516,200 -
Investments purchased during the period 27,757,121 56,596,200
82,273,321 56,596,200
Cost of investments, end of period 43,791,959 54,516,200
Cost of investments sold 38,481,362 2,080,000
Proceeds of investments sold 33,051,080 2,790,600
Net realized (loss) gain on sale of investments (5,430,282) 710,600
Change in unrealized appreciation/depreciation of investments (9,397,503) (1,432,262)
Net loss on investments (14,827,785) (721,662)
Decrease in net assets from operations $ (16,016,661) $ (1,162,589)
Per unit
(based on the average number of units outstanding)
Decrease in net assets from operations per unit $ (295) $ (0.21)

See accompanying notes to financial statements.
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Statements of Changes in Net Assets

For the year ended
December 31, 2006

For the period from

March 30 to

December 31, 2005

Net assets, beginning of period $ 48,934,662 $ -

Operations

Decrease in net assets from operations (16,016,661) (1,162,589)

Share capital transactions:

Proceeds from issue of shares - 54,281,650

Payment of agents' fees - (3,664,011)

Payment of issue costs - (520,388)
- 50,097,251

(Decrease) increase in net assets (16,016,661) 48,934,662

Net assets, end of period $ 32,918,001 $ 48,934,662

See accompanying notes to financial statements.
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Statements of Cash Flows

For the year ended
December 31, 2006

For the period from
March 30 to
December 31, 2005

Cash flows from (used in) operating activities

Loss from investment operations $ (1,188,876) $ (440,927)
Investments purchased (27,757,121) (56,596,200)
Proceeds on dispositions of investments 33,051,080 2,790,600
Net change in non-cash working capital (35,531) 140,536
Cash flows from (used in) operating activities 4,069,552 (54,105,991)
Cash flows (used in) from investing activities
(Repaymnet of) proceeds from loan (4,184,399) 4,184,399
Cash flows (used in) from investing activities (4,184,399) 4,184,399
Cash flows from used in financing activities
Proceeds from issue of units - 54,281,650
Payment of agents' fees - (3,664,011)
Payment of issue costs - (520,388)
Cash flows used in financing activities - 50,097,251
Net (decrease) increase in cash and cash equivalents (114,847) 175,659
Cash and cash equivalents, beginning of period 175,659 -
Cash and cash equivalents, end of period $ 60,812 $ 175,659
Supplimental cash flow information
Interest expense per statements of operations $ 214,465 $ 142,567
Accrual for current period - (4,000)
Accrual for previous period 4,000 -
$ 218,465 % 138,567

See accompanying notes to financial statements.
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Statement of Investment Portfolio

As at December 31, 2006

Number of

Description securities Type of security Cost Market Value

Duvernay Oil Corp. 100,000 Common shares $ 3,550,000 $ 3,453,000
ProspEx Resources Ltd. 750,000 Common shares 3,259,897 3,330,000
West Energy Ltd. 500,000 Common shares 2,532,535 2,710,000
Orleans Energy Ltd. 697,860 Common shares 3,574,680 2,407,617
TriStar Oil & Gas Ltd. 400,000 Common shares 2,806,000 2,336,000
Accrete Energy Inc. 375,000 Common shares 2,740,278 2,287,500
Crew Energy Inc. 173,300 Common shares 4,159,200 2,131,590
Kereco Energy Ltd. 260,000 Common shares 3,640,000 1,929,200
Alberta Clipper Energy Inc. 292,000 Common shares 1,430,800 1,760,760
Rider Resources Ltd. 150,000 Common shares 1,966,965 1,314,000
Real Resources Inc. 75,000 Common shares 1,716,968 1,252,500
Redstar Oil & Gas Inc. 962,000 Common shares 3,174,600 1,231,360
Cordero Energy Inc. 130,000 Common shares 942,500 887,900
Peerless Energy Inc. 186,000 Class A shares 730,000 753,300
Peerless Energy Inc. 18,000 Class B shares 20,000 121,500
Anderson Energy Ltd. 215,000 Common shares 1,720,000 834,200
Angle Energy Inc. 140,000 Common shares 504,000 700,000
Sebring Energy Inc. 480,000 Common shares 600,000 600,000
Temple Energy Inc. 190,000 Common shares 570,000 570,000
Stylus Energy Inc. 163,000 Common shares 733,500 533,010
Canext Energy Ltd. 318,600 Common shares 481,086 516,132
Great Plains Exploration Inc. 345,000 Common shares 1,069,500 479,550
Flagship Energy Inc. 211,000 Class A shares 1,018,000 274,300
Flagship Energy Inc. 15,300 Class B shares 153,000 71,145
Ridgeback Exploration Ltd. 170,000 Common shares 255,000 255,000
E4 Energy Inc. 181,000 Common shares 443,450 222,630
Total Investment Portfolio $ 43,791,959 $ 32,962,194

See accompanying notes to financial statements.
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Notes to Financial Statements
For the periods ended December 31, 2006 and 2005

1. Establishment of the Partnership

Creststreet 2005 Limited Partnership (the “Partnership”) was formed as a limited partnership
under the laws of the Province of Ontario on December 22, 2004, and commenced operations in
March 30, 2005. The principal purpose of the Partnership is to invest in flow-through shares of
resource companies involved in oil and gas, mining or renewable energy exploration and
development in Canada. Pursuant to a prospectus dated March 8, 2005, limited partners
subscribed for 5,428,165 units of limited partnership interest. The general partner of the
Partnership is Creststreet 2005 General Partner Limited (the “General Partner”).

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 account policies
followed by the Partnership:

a) Cash and cash equivalents, and other monetary balances

The carrying values of cash and cash equivalents, due from broker, and accounts payable and
accrued liabilities approximate their fair value due to the short periods to maturity of the
instruments.

b) Valuation of investments in resource companies

Investments are recorded at market value. Securities listed on a recognized public securities
exchange are valued at their closing sale price. Securities not traded on a valuation date are
valued at the average of the closing bid and ask prices or the latest available sales price.
Securities for which no published market exists are valued at cost unless a different fair market
value is determined by the General Partner. The difference between the current market value
and the original cost is treated as an unrealized gain or loss and is included in Net Assets. The
change from year to year is reflected in the statements of operations as the change in the
unrealized appreciation/depreciation of investments. Since the resource company securities
benefited from an exemption from prospectus requirements, they are generally subject to resale
restrictions for four months from the date of purchase.

¢) Investment transactions and income recognition

Investment transactions are accounted for as of the trade date, and any related gains or losses
from such transactions are calculated on an average cost basis. Dividend income is recognized
on the record date and interest income is accrued as earned.

d) Allocation of partnership income or loss

The net income of the Partnership is allocated 0.01% to the General Partner and the balance,
along with the 100% of the net loss of the Partnership, among the Limited Partners in proportion
to the number of units held by each of them at the end of each period. The Partnership is not
itself a taxable entity, and therefore no provision for income tax is required.
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e) Use of estimates

The preparation of the 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 loss for the reporting period. Actual results
could differ from those estimates.

3. Loan Payable

Upon commencement of operations, a term facility for up to $7.5 million was acquired and was to
mature on the earlier of March 30, 2007 and the dissolution date of the Partnership. The facility
was secured by a general security agreement and interest was calculated at prime. The
Partnership repaid the loan in full in November 2006, and accordingly, the balance at December
31, 2006 was nil (2005 - $4,184,399). The loan was subject to certain financial covenants and at
no time was the Partnership in violation of any of the covenants.

4. Brokerage Commissions

The Partnership paid brokerage commissions amounting to $187,942 for the year ended
December 31, 2006 (2005 - $20,050).

5. Related Party Transactions

Creststreet Asset Management Limited (the “Partnership Advisor”) is the Partnership’s
partnership advisor. The Partnership Advisor is entitled to receive a partnership advisor fee equal
to 2.0% per annum of the net asset value of the Partnership, calculated and payable monthly in
arrears for consideration for providing investment, management, and other services to the
Partnership. For the year ended December 31, 2006, the partnership advisor fee amounted to
$861,285 (2005 - $797,454). The General Partner also has a 0.01% beneficial interest in the
Partnership.

6. Tax Shelter Identification Number

The identification number issued for the Limited Partnership should be included in any income tax
return filed by a Limited Partner. Issuance of the identification number is for administration
purposes only and does not in any way confirm the entitlement of an investor to claim any tax
benefits associated with the tax shelter. The Partnership’s tax shelter identification number is TS
070391.

7. Subsequent Event

On January 19, 2007, (the “Dissolution Date”), the Partnership transferred all of its assets to
Creststreet Mutual Funds Limited (the “Mutual Fund”) in exchange for shares of Creststreet
Resource Fund, a class of shares of the Mutual Fund. Upon this transfer, the Partnership was
dissolved at which time assets were allocated 99.99% to the limited partners and 0.01% to the
General Partner. The limited partners received 0.761301 Creststreet Resource Fund — 2007
Series shares for each Partnership unit held.
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