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Jov Diversified Flow-Through 2007 Limited Partnership
Statement of Net Assets
(Unaudited)

June 30, 2009
December 31, 

2008
$ $

Assets

Cash 1,542,382               1,527,043               

Short-term investment -                         50,000                    

Accounts receivable 10,785                    6,832                      

Investments - at fair value 6,698,881               5,183,458               

8,252,048               6,767,333               

Liabilities

Accounts payable and accrued liabilities 22,500                    22,355                    

Loan payable (note 3) 2,000,000               2,000,000               

2,022,500               2,022,355               

Net assets 6,229,548               4,744,978               

Partnership units outstanding (note 5) 800,000                  800,000                  

Net asset value per Partnership unit 7.79                        5.93                         
Approved by the General Partner 
JOV DIVERSIFIED FLOW-THROUGH 2007 MANAGEMENT CORP. 

 

“Hugh Cartwright” (signed)  “Shane Doyle” (signed)  

Hugh Cartwright 
Director 

 Shane Doyle  
Director 

 

 



Jov Diversified Flow-Through 2007 Limited Partnership
Statement of Operations
(Unaudited)

 For the six-
month period 

ended June 30, 
2009 

 For the six-
month period 

ended June 30, 
2008 

$ $

Investment income
Dividend 20,745                    30,212                    
Interest 3,331                      12,736                    

24,076                    42,948                    

Expenses
Administrative and other (notes 4 and 6) 125,107                  174,892                  
Audit fees 3,877                      7,474                      
Interest 42,108                    51,534                    
Legal fees 780                         -                         
Management fee (note 4) 62,686                    148,363                  

234,558                  382,263                  

Net investment loss (210,482)                (339,315)                

Change in unrealized appreciation (depreciation)
      of investments 2,430,100               2,568,484               

Net realized loss on investments (735,048)                (1,149,116)             

Increase in net assets from operations 1,484,570               1,080,053               

Increase in net assets from operations per
      Partnership unit 1.86                        1.35                         
  



Jov Diversified Flow-Through 2007 Limited Partnership
Statement of Changes in Net Assets
(Unaudited)

 For the six-
month period 

ended June 30, 
2009 

 For the six-
month period 

ended June 30, 
2008 

$ $

Net assets - Beginning of period 4,744,978               14,181,158             

Increase in net assets from operations 1,484,570               1,080,053               

Net assets - End of period 6,229,548               15,261,211              



Jov Diversified Flow-Through 2007 Limited Partnership
Statement of Cash Flows
(Unaudited)

 For the six-
month period 

ended June 30, 
2009 

 For the six-
month period 

ended June 30, 
2008 

$ $

Cash flows from operating activities
Net investment loss (210,482)                (339,315)                

Changes in non-cash balances related to operations
     Accounts receivable (3,953)                    -                         
     Accounts payable and accrued liabilities 145                         (159,997)                
     Due to related parties -                         (110,000)                

(214,290)                (609,312)                
Purchase of short-term investment 50,000                    -                         
Purchase of investments (1,855,305)             (4,156,089)             
Proceeds from sale of investments 2,034,934               5,224,942               

15,339                    459,541                  

Cash flows from financing activities
Proceeds from loan -                         400,000                  

Increase (decrease) in cash 15,339                    859,541                  

Cash - Beginning of period 1,527,043               334,971                  

Cash - End of period 1,542,382               1,194,512               

Interest paid 40,108                    54,230                     



Jov Diversified Flow-Through 2007 Limited Partnership
Statement of Investment Portfolio
As at June 30, 2009

 Cost  Fair value  Net assets 
$  $ % 

Addax Petroleum Corporation 2,100               84,404             103,320           1.66          
Alexco Resource Corp. 41,800             252,890           92,796             1.49          
Avalon Rare Metals Inc. 86,500             160,025           150,510           2.42          
Baffinland Iron Mines Corporation 226,400           1,199,920        95,088             1.53          
Bellamont Exploration Ltd. 265,200           238,680           112,710           1.81          
Blackpearl Resources Inc. 67,800             59,596             98,988             1.59          
Breaker Energy Ltd. 21,000             195,500           76,860             1.23          
Buffalo Resources Corp. 97,300             128,436           65,191             1.05          
Canadian Natural Resources Limited 7,600               357,127           464,664           7.46          
Canadian Oil Sands Trust 5,700               146,205           158,403           2.54          
Catch The Wind Inc. 113,077           147,000           175,269           2.81          
Comaplex Minerals Corp. 65,200             505,300           274,492           4.41          
Connacher Oil & Gas Ltd. 75,500             377,500           67,950             1.09          
Encana Corp. 7,500               670,014           431,625           6.93          
First Quantum Minerals Ltd. 1,200               50,476             67,260             1.08          
Forsys Metals Corp. 60,900             361,346           283,185           4.55          
Grey Wolf Exploration Ltd. 122,600           266,828           91,950             1.48          
HudBay Minerals Inc. 22,000             162,620           167,860           2.69          
Husky Energy Inc. 7,500               355,092           243,975           3.92          
Imperial Oil Limited 6,900               292,977           309,948           4.98          
Kinbauri Gold Corp. 164,000           82,000             90,200             1.45          
Kinbauri Gold Corp., warrants 82,000             -                   -                   -            
Laricina Energy Ltd. 25,000             1,015,000        502,500           8.07          
Metanor Resources Inc. 122,100           97,680             53,114             0.85          
Nexen Inc. 9,200               353,951           232,484           3.73          
NWest Energy Inc. 910,000           500,500           109,200           1.75          
Oilsands Quest Inc. 71,100             407,249           79,382             1.27          
Open Range Energy Corp. 122,800           423,660           171,920           2.76          
OPTI Canada Inc. 48,400             332,008           93,896             1.51          
Orleans Energy Ltd. 40,000             88,000             84,800             1.36          
Petro-Canada 9,700               480,125           434,948           6.98          
Roxmark Mines Limited 339,700           89,057             44,161             0.71          
Suncor Energy Inc. 9,000               402,697           318,330           5.11          
Sunshine Oilsands Ltd. 159,000           500,850           65,190             1.05          
Talisman Energy Inc. 5,700               82,080             95,247             1.53          
Teck Resources Limited 8,600               56,133             159,100           2.55          
Thompson Creek Metals Company Inc. 13,400             66,464             159,192           2.56          
Tourmaline Oil Corp. 14,800             103,600           148,000           2.38          
Tyhee Development Corp. 273,400           205,050           34,175             0.55          
Uranium One Inc. 41,600             90,272             110,656           1.78          
Uranium Participation Corporation 9,700               75,175             71,586             1.15          
UTS Energy Corporation 30,100             128,072           46,956             0.75          
Verenex Energy Inc. 10,300             91,219             61,800             0.99          

11,682,778    6,698,881      107.53      
Liabilities - net of other assets (469,333)          (7.53)         

Net assets 6,229,548      100.00      

Number of 
Shares/ 

Warrants 



Jov Diversified Flow-Through 2007 Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

1. Formation and purpose of the Partnership 

Jov Diversified Flow-Through 2007 Limited Partnership (the “Partnership”) was formed on 
December 15, 2006 as a limited partnership under the laws of the Province of British Columbia 
and commenced operations on October 9, 2007.  The principal purpose of the Partnership is to 
provide Limited Partners with a tax-assisted investment in a diversified portfolio of flow-through 
shares of resource companies for capital appreciation and profits.  

The Partnership is managed by Jov Diversified Flow-Through 2007 Management Corp. (the 
“General Partner”).  Under the Amended and Restated Limited Partnership Agreement between 
the General Partner and each of the limited partners (the “LPA”) dated September 7, 2007, 99.9% 
of the net income of the Partnership, 100% of the net loss of the Partnership and 100% of any 
Eligible Expenditures renounced to the Partnership will be allocated pro-rata to the Limited 
Partners and the General Partner is to be allocated 0.01% of the net income of the Partnership. 

The Partnership is expected to dissolve on or before September 30, 2009. Upon dissolution, 
Limited Partners are entitled to receive 99.99% of the net assets of the Partnership and the General 
Partner is entitled to receive 0.01% of the net assets.  The General Partner intends to implement a 
transaction pursuant to which the Partnership will transfer its assets to a Mutual Fund in exchange 
for shares of that Mutual Fund (the “Liquidity Event”) and the Mutual Fund shares will be 
distributed to the Limited Partners, pro rata, on a tax deferred basis upon the dissolution of the 
Partnership.  The Liquidity Event is subject to the mutual agreement of the General Partner and 
the Mutual Fund and the receipt of all necessary regulatory approvals.  
 

2. Significant accounting policies 
 
These financial statements are prepared in accordance with Canadian generally accepted 
accounting principles.  The following is a summary of significant accounting policies used by the 
Partnership.  
 
Investments in public equity securities  
 
The fair value of equity securities which are traded in active markets is measured using the closing 
bid price at the period-end date.  An appropriate discount from the values of an actively traded 
security is taken for holdings of securities when there is a formal restriction that limits the sale of 
the security.  The amounts at which the Partnership’s publicly traded investments could be 
disposed of currently may differ from carrying value based on market quotes, as the value at 
which significant ownership positions are sold is often different that the quoted market price due 
to a variety of factors such as premiums paid for large blocks or discounts due to illiquidity. 

Investments in private equity securities 

For financial instruments not traded in an active market, the Partnership establishes fair value 
using a valuation technique in order to estimate what the transaction price would have been on the 
measurement date in an arm’s length transaction motivated by normal business considerations.  
The initial transaction price is considered to be fair value on the date of purchase.  Adjustments to 
carrying value are made when there is evidence of a change in the value of an investment as 
indicated by more recent financing transactions, or an assessment of the financial condition of an 
investment, based on a review of the operational results, forecasts and business developments 
since the investment was made.  Management may also utilize comparable public transactions or 
industry valuation performance multiples in the estimation of fair value.  Where an investment has 
a track record of earnings, management may use discounted cash flow models making maximum 
use of market based inputs in the estimation of fair value.  Management makes an assessment of 
estimated fair value at each reporting date. 
 



Jov Diversified Flow-Through 2007 Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

The resulting values for non-publicly traded investments may differ from values that would be 
realized had a ready market existed.  In addition, the amounts at which the Partnership’s privately 
held investments could be disposed of currently may differ from the carrying value assigned, as a 
substantial period of time may have elapsed since the latest third party equity financing, and the 
differences could be material. 
 
Warrants 
 
Warrants are recorded at their estimated fair value using a recognized valuation model.  For 
private companies, management makes maximum use of publicly available inputs, such as 
comparable companies with appropriate adjustments to reflect the individual company 
circumstances to establish volatility and other inputs to the model. 
 
Transaction costs 
 
Transaction costs, such as brokerage commissions, incurred in the purchase and sale of 
investments, are recorded as an expense in the statement of operations. 

  
Investments in public equity securities  
 
The fair value of equity securities which are traded in active markets is measured using the closing 
bid price at the period-end date.  An appropriate discount from the values of an actively traded 
security is taken for holdings of securities when there is a formal restriction that limits the sale of 
the security.  The amounts at which the Partnership’s publicly traded investments could be 
disposed of currently may differ from carrying value based on market quotes, as the value at 
which significant ownership positions are sold is often different that the quoted market price due 
to a variety of factors such as premiums paid for large blocks or discounts due to illiquidity. 

Investments in private equity securities 

For financial instruments not traded in an active market, the Partnership establishes fair value 
using a valuation technique in order to estimate what the transaction price would have been on the 
measurement date in an arm’s length transaction motivated by normal business considerations.  
The initial transaction price is considered to be fair value on the date of purchase.  Adjustments to 
carrying value are made when there is evidence of a change in the value of an investment as 
indicated by more recent financing transactions, or an assessment of the financial condition of an 
investment, based on a review of the operational results, forecasts and business developments 
since the investment was made.  Management may also utilize comparable public transactions or 
industry valuation performance multiples in the estimation of fair value.  Where an investment has 
a track record of earnings, management may use discounted cash flow models making maximum 
use of market based inputs in the estimation of fair value.  Management makes an assessment of 
estimated fair value at each reporting date. 
 
The resulting values for non-publicly traded investments may differ from values that would be 
realized had a ready market existed.  In addition, the amounts at which the Partnership’s privately 
held investments could be disposed of currently may differ from the carrying value assigned, as a 
substantial period of time may have elapsed since the latest third party equity financing. 
 
Warrants 
 
Warrants are recorded at their estimated fair value using a recognized valuation model.  For 
private companies, management makes maximum use of publicly available inputs, such as 



Jov Diversified Flow-Through 2007 Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

comparable companies with appropriate adjustments to reflect the individual company 
circumstances to establish volatility and other inputs to the model. 
 
Transaction costs 
 
Transaction costs, such as brokerage commissions, incurred in the purchase and sale of 
investment, are recorded as an expense in the statement of operations. 

Reconciliation of NAV 

The Partnership determines the fair value of its investments for purposes of preparing financial 
statements by following the recommendations contained in the CICA Handbook Section 3855, 
which, requires the use of bid prices for securities owned and traded in an active market.  Pursuant 
to National Instrument 81-106, an investment fund must also follow Canadian GAAP when 
determining its net asset value for all other purposes.  The Canadian Securities Administrators 
(“CSA”) interim relief from complying with Section 3855, for the purposes of calculating and 
reporting of net asset value for other than GAAP NAV (referred to as “net assets”) was 
incorporated into the National Instrument 81-106 Investment Funds: Continuous Disclosure 
issued in September 2008.  Accordingly, the net asset value computed by the Partnership for all 
other purposes follows its historic methods of valuing listed securities at their last traded price.  A 
reconciliation as at June 30, 2009 between the net asset value and net assets per partnership unit 
value calculated in accordance with Section 3855 of an investment fund (“net assets”) has been 
provided in note 8. 

Cash 

 Cash consists of cash and deposits with maturities of three months or less and is held with a 
Canadian chartered bank. 

Revenue and expense recognition 

 Dividend income is recognized at the ex-dividend date.  Realized gains or losses on disposal of 
investments and unrealized gains and losses in the value of investments are reflected in the 
statements of operations and calculated on an average cost basis.  Upon disposal of an investment, 
previously recognized unrealized gains and losses are reversed, so as to recognize the full realized 
gain or loss in the period of disposition.  Interest is recorded on an accrual basis.  All costs directly 
attributable to operating activities are expenses as incurred. 

Purchases and sales of securities are accounted for on a trade date basis. 

For income tax purposes, the adjusted cost base of flow-through shares is reduced by the amount 
of expenditures renounced to the Partnership.  Upon disposition of such shares, a capital gain will 
result and be allocated to Limited Partners based upon their proportionate share if the Partnership. 

Issue costs 

 Expenses related to the initial offering of the Partnership units have been accounted for as a 
reduction of net assets. 

Valuation of Partnership units 

Net assets per Partnership unit is calculated by dividing the net assets of the Partnership by its 
outstanding units on each valuation date. 



Jov Diversified Flow-Through 2007 Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

Increase (decrease) in net assets from operations per Partnership unit 

Increase (decrease) in net assets from operations per partnership unit is determined by dividing the 
net increase (decrease) in net assets from operations by the weighted average number of units 
outstanding during the reporting period. 

Income taxes 

Since the Partnership is an unincorporated business, the liability for income taxes is that of the 
partners and not the Partnership.  Accordingly, no provision for income taxes for the Partnership 
has been made in these financial statements. 

Use of estimates 

The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported amounts of assets, liabilities, and income and expenses during the reporting 
period.  Actual results could differ from those reported and the differences could be material.  
Significant areas involving the use of estimates include determining the estimated fair value of 
private investments and the fair value of warrants.  In calculating the estimated fair value, the 
Partnership makes maximum use of publicly available market-based inputs. 

Foreign currency translation 

The fair value of foreign investments and other assets and liabilities denominated in foreign 
currencies are translated into Canadian dollars at the exchange rates prevailing at the close of each 
valuation day.  Purchases and sales of securities denominated in foreign currencies and the related 
income are translated into Canadian dollars at rates of exchange prevailing on the respective dates 
of such transactions.. 

Financial instruments 

The carrying value of accounts payable and accrued liabilities, loan payable and due to related 
parties approximates fair value due to the relatively short period to maturity. 
 

3. Loan payable 

In October 2007 the Partnership established a credit facility of up to $2,500,000 (subject to certain 
conditions) with a Canadian chartered bank (the “Bank”) for the payment of issue costs and 
provided the bank with a security interest in all the assets of the Partnership.  As at June 30, 2009, 
the loan principle balance outstanding was $2,000,000 (December 31, 2008 - $2,000,000) which is 
the maximum amount borrowed during the period.  This loan is repayable at the earlier date of 
dissolution and December 31, 2009. 

 

4. Expenses of the Partnership 

The Partnership paid, from the proceeds of the Partnership’s credit facility, all of the expenses of 
the offering and all other costs which were reasonably incurred in connection with the formation, 
capitalization or organization of the Partnership, and pays certain operating and administrative 
costs that are not expected to be fully deductible in computing income of the Partnership pursuant 
to the Income Tax Act. 
 
The Partnership pays all of the expenses of carrying on of its business including the legal and audit 
fees, interest and administrative costs relating to financial and other reports, compliance with all 
applicable laws, regulations and policies.  The General Partner is reimbursed for all reasonable 
out-of-pocket costs and expenses that are incurred by the General Partner on behalf of the 
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(Unaudited) 
 

Partnership in the ordinary course of business or other costs and expenses incidental to acting as 
general partner so long as the General Partner is not in default of its obligations.  Such costs and 
expenses include reimbursement for any overhead costs or costs of personnel of the General 
Partner and its affiliated companies which provide time and services to the Partnership.  
 
The General Partner is entitled to an annual management fee of 2.0% of the net asset value of the 
Partnership, calculated and paid in arrears, which totalled $62,686 for the period ended June 30, 
2009 (2008 - $148,363).  The General Partner is also entitled to a performance bonus equal to 20% 
of the product of: (a) the number of Units outstanding on the Performance Bonus Date (as defined 
in the LPA); and (b) the amount by which the net asset value per unit (prior to giving effect to the 
performance bonus) plus the total distributions per unit during the performance bonus term 
exceeds $28.  As at June 30, 2009, this threshold has not been achieved; accordingly, no 
performance bonus has been accrued (December 31, 2008 - $nil). 
 

5. Partners’ Equity 

a) Authorized 

The interest of the Limited Partners in the Partnership is divided into an unlimited 
number of units.  The Partnership is authorized to issue a maximum of 800,000 units. 
 
All Partnership units are of the same class with equal rights and privileges, including 
equal participation in any distribution made by the Partnership and the right to one vote at 
any meeting of the Limited Partners. 

b) Issued and outstanding 

As at June 30, 2009, there were 800,000 (December 31, 2008 – 800,000) Partnership 
units issued and outstanding. 
 
Pursuant to the LPA, the General Partner contributed $10 to the capital of the Partnership. 

 

6. Related party balances and transactions 

The General Partner has retained CADO Bancorp Ltd., a related company, to provide office space 
and perform certain administrative functions on behalf of the General Partner.  During the period 
ended June 30, 2009, an amount of $58,275 was incurred (2008 - $58,275).  Balances and 
transactions with related parties have been recorded at the exchange amount. 

 

7. Brokerage commissions and custodial fees 

During the period ended June 30, 2009, the Partnership incurred transaction costs for its portfolio 
transactions of $8,959 (2008 - $39,355) and custodial fees of $2,273 (2008 - $2,273), which are 
included in administrative and other expenses in the statement of operations. 

 

Reconciliation of Net Asset Value 
In accordance with the decision made by the Canadian securities regulatory authorities, a 
reconciliation between the transactional NAV (“net asset value”) and net assets of an investment 
fund is required for financial reporting purposes.  For investments that are traded in an active 
market where quoted prices are readily and regularly available, Section 3855 requires bid prices 
(for investments held) and ask prices ( for investments sold short) to be used in the fair valuation 
of investments, rather than the use of closing prices currently used for the purposes of determining 
Trading NAV.  For investments that are not traded in an active market, Section 3855 requires the 
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use of specific valuation techniques, rather than use of valuation techniques by virtue of general 
practice in the investment fund industry.  These changes account for the difference between net 
asset value and net assets as follows: 

 

 

Net Asset Value
as at

June 30, 2009 
Section 3855 
Adjustment 

Net Assets
as at

June 30, 2009 

 $ $ $ 

Total $ 6,313,025 (83,477) 6,229,548 

Total per unit 7.89 (0.10) 7.79 

 

 

Net Asset Value
as at

December 31, 2008 
Section 3855 
Adjustment 

Net Assets
as at

December 31, 2008 

 $ $ $ 

Total $ 4,877,170 (133,192) 4,744,978 

Total per unit 6.10 (0.17) 5.93 

 
 

8. Risk Management 
 
The Partnership’s activities expose it to a variety of financial instrument risks: market risk 
(including interest rate risk and price risk), credit risk and liquidity risk. 
 
The Partnership’s overall risk management strategy focuses on the unpredictability of performance 
of early stage public and private resource investments and seeks to minimize potential adverse 
effects on the Partnership’s financial performance.  The Partnership uses diversification to 
moderate risk exposures associated with a concentration of investments.  The Partnership‘s 
investment objective is to provide Limited Partners with a tax-assisted investment in a diversified 
portfolio of flow-through shares of resource issuers with a view to achieving capital appreciation.  
The principal business of the resource issuers are mineral, oil or gas exploration, development or 
production and projects in renewable energy and the development of energy efficient technologies. 
 
The Partnership’s investment strategy is to invest in flow-through shares or resource companies 
that are considered to: 
 
a) Have experienced and reputable management with a defined track record in the energy, 

mining or alternative energy industries; 
 

b) Have a knowledgeable board of directors; 
 

c) Have exploration programs or exploration and development programs in place; 
 

d) Have securities that are suitably priced and offer capital appreciation potential; and 
 

e) Meet certain market capitalization and other investment criteria. 
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Market risk 

a) Price risk 
 
The Partnership’s investments are exposed to market price risk due to changing market 
conditions for equities as well as specific industry changes in the energy sector such as 
changes in commodity prices and the level of market demand as well as any changes to the 
tax environment in which investee entities operate.  The privately held investments may be 
early stage investments with unproven mineral, oil or gas reserves.  All investments in equity 
securities have an inherent risk of loss of capital.  The maximum risk resulting from financial 
instruments investments is determined by the fair value of the financial instruments. 
 
The Partnership seeks to mange market risks by careful selection of securities prior to making 
an investment in an early stage company and by regular ongoing monitoring of the investment 
performance of the individual investee companies.  The Manager also sets thresholds on 
individual investments to mitigate the risk of exposure to any one investment.  The 
Partnership’s overall market positions are monitored on a daily basis by the Partnership’s 
Manager and are reviewed on a semi-annual basis by the Board of Directors. 
 
The Partnership’s overall exposure is managed by the investment restrictions outlined in the 
prospectus which include a requirement for 80% of investments to be held in publicly traded 
resource investments, an overall limit on private company investments of not more than 20% 
of investments and no more than 20% of investments held in any one investment. 
 
During 2008 and 2009, global stock markets have experienced significant turbulence due to 
the convergence of adverse credit, liquidity and economic developments.  As the Partnership 
invests in equity securities, the Partnership has been negatively impacted by the general 
market downturn.  The Partnership has managed the overall portfolio exposure by adherence 
to the overall investment restrictions of the Partnership. 
 
At June 30, 2009, the Partnership’s market risk is impacted directly by changes in equity 
prices and indirectly by changes in oil and gas and other commodity prices.  The immediate 
impact on equities of a 5% increase or decrease in the fair value of investments is 
approximately $334,944. 

 
b) Interest rate risk 
 

The substantial majority of the Partnership’s assets are non-interest bearing.  As a result, the 
Partnership is not subject to significant amounts of risk due to fluctuations in the prevailing 
levels of market interest rates except for interest on the loan payable.  Any excess cash is 
invested at short-term market interest rates.  The Partnership’s interest-bearing financial assets 
and liabilities expose it to risks associated with fluctuations in the prevailing levels of market 
interest rates on its financial position and cash flows. 
 
The table below summarizes the Partnership’s exposure to interest rate risks at June 30, 2009.  
It includes the Partnership’s assets and liabilities at fair values, categorized by the earlier of 
the contractual re-pricing or maturity dates. 
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Due less than 3 

months 
Non-interest 

bearing Total 

 $ $ $ 

Cash 1,542,382 - 1,542,382 

Accounts receivable - 10,785 10,785 

Investments - 6,698,881 6,698,881 

Loan payable (2,000,000) - (2,000,000) 

Other liabilities - (22,500) (22,500) 

 (457,618) 6,687,166 6,229,548 

 
The Partnership’s exposure to interest rate changes results from the differences between assets and 
liabilities and their respective maturities or interest rate repricing dates.  Based on current 
differences as at June 30, 2009, the Partnership estimates that an immediate and sustained 100 
basis point change in interest rates would impact net interest income over the next 12 months by 
approximately $4,576. 
 
c) Foreign exchange risk 

The financial asset and liabilities of the Partnership are all denominated in Canadian dollars.  
Consequently, the Partnership has no significant direct exposure to foreign currency risk. 
 

Credit risk 

The Partnership has exposure to credit risk, which is the risk that a counterparty will be unable to 
pay amounts in full when due. 
 
When the Partnership trades in listed or unlisted securities which are settled upon delivery using 
approved brokers, the risk of default is considered minimal since delivery of securities is only 
made once the broker has received payment.  Payment is made on a purchase once the securities 
have been received by the broker.  The Partnership only transacts with reputable, highly credit 
rated brokers. 
 
The Partnership monitors its credit position regularly, and the Board of Directors reviews it on a 
periodic basis.  The Partnership has not identified any past due assets or receivables as at June 30, 
2009. 
 
Liquidity risk 
 
The Partnership is a closed end Partnership and therefore it does not have significant exposure to 
early redemptions of partnership units.  There is no market for units of the Partnership and it is 
unlikely that any public market will develop through which the units may be sold.  At the time of 
dissolution, the General Partner intends to transfer the assets of the Partnership to a mutual fund in 
exchange for shares of that mutual fund.  However, there is no assurance that the liquidity event 
will be implemented and the limited partners may receive securities upon dissolution of the 
Partnership for which there may be an illiquid market or which may be subject to resale 
restrictions. 
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The Partnership invests in early stage energy resource companies which may be publicly listed 
securities but thinly traded or in privately held companies.  Investments in privately held 
companies may not be able to be liquidated quickly at an amount close to their fair value to meet 
the Partnership liquidity requirements or to respond to specific events such as the deterioration in 
the creditworthiness of any particular issuer.  Securities purchased by the Partnership may be 
subject to resale restrictions such as hold periods.  During periods when resale restrictions apply, 
the Partnership may dispose of such securities only pursuant to statutory exemptions.  The 
resulting values for non-publicly held securities may differ from values that would be realized had 
a ready market existed.  Owing to the liquidity risks of early stage private company investments, 
the Partnership is limited to a maximum holding of 20% of investments in private companies. 
 
The Partnership is exposed to liquidity risk related to the loan payable (note 3) which is due on 
demand.  The Partnership manages liquidity risk by maintaining sufficient liquid cash resources 
and publicly listed resource companies to ensure the Partnership’s liquidity requirements are met. 
 

9. Partnership capital 

Units issued and outstanding represent the capital of the Partnership.  The Partnership issued 
800,000 units in 2007 for $20,000,000, before issue costs.  The Partnership cannot issue any 
additional units.  Until the time of dissolution of the Partnership, the limited partners cannot 
redeem units.  The Partnership manages capital in accordance with its investment objectives.  
There are no externally imposed restrictions on the Partnership’s capital although any distributions 
of capital are limited in relation to the borrowing limits on the loan payable (note 3). 
 

10. Future Accounting Standards 

The Canadian Accounting Standards Board has confirmed the International Financial Reporting 
Standards (“IFRS”) will replace Canadian generally accepted accounting principles (“GAAP”) for 
fiscal periods beginning and after January 1, 2011.  As the Partnership is expected to be dissolved 
on or before December 31, 2009, the Partnership is not expected to have to implement IFRS 
accounting and disclosure requirements. 


