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Jov Diversified Flow-Through 2008-II Limited Partnership
Statement of Net Assets
(Unaudited)

June 30, 2009
December 31, 

2008 
$ $

Assets

Cash 942,982                  129,970                  

Short-term investment 60,000                    400,000                  

Accounts receivable 5,887                      562                         

Investments - at fair value 16,298,818             11,701,143             

17,307,687             12,231,675             

Liabilities 16,296,500             

Accounts payable and accrued liabilities 8,205                      139,958                  

Due to related parties (note 6) -                         1,892                      

Loan payable (note 3) 1,500,000               1,500,000               

1,508,205               1,641,850               

Net assets 15,799,482             10,589,825             

Partnership units outstanding (note 5) 609,861                  609,861                  

Net asset value per Partnership unit 25.91                      17.36                       
Approved by the General Partner 
JOV DIVERSIFIED FLOW-THROUGH 2008-II MANAGEMENT CORP. 

 

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

Hugh Cartwright 
Director 

 Shane Doyle  
Director 

 

 



Jov Diversified Flow-Through 2008-II Limited Partnership
Statement of Operations
(Unaudited)

 For the six-
month period 

ended June 30, 
2009 

For the period 
from 

commencement of 
operations on 

September 26, 
2008 to 

December 31, 
2008 

$ $

Investment income
Dividend 10,887                    -                         
Interest 396                         4,896                      

11,283                    4,896                      

Expenses
Administrative and other (notes 4 and 6) 144,258                  46,031                    
Audit fees 11,112                    15,000                    
Interest 36,487                    10,922                    
Management fee (note 4) 144,225                  47,309                    

336,082                  119,262                  

Net investment loss (324,799)                (114,366)                

Unrealized appreciation (depreciation) on investments 5,803,066               (3,016,957)             

Realized losses on investments (268,610)                -                         

Increase (decrease) in net assets from operations 5,209,657               (3,131,323)             

Increase (decrease) in net assets 
from operations per Partnership unit 8.54                        (5.13)                       
  



Jov Diversified Flow-Through 2008-II Limited Partnership
Statement of Changes in Net Assets
(Unaudited)

 For the six-
month period 

ended June 30, 
2009 

For the period 
from 

commencement of 
operations on 

September 26, 
2008 to 

December 31, 
2008 

$ $

Net assets - Beginning of period 10,589,825             -                         

Increase (decrease) in net assets from operations 5,209,657               (3,131,323)             

Partners' transactions
Proceeds from issue of Partnership units -                         15,246,550             
General Partner's contribution -                         10                           
Redemption of Partnership unit -                         (25)                         
Issue costs -                         (1,525,387)             

-                         13,721,148             

Net increase in net assets 5,209,657               10,589,825             

Net assets - End of period 15,799,482             10,589,825              



Jov Diversified Flow-Through 2008-II Limited Partnership
Statement of Cash Flows
(Unaudited)

 For the six-
month period 

ended June 30, 
2009 

For the period 
from 

commencement of 
operations on 

September 26, 
2008 to 

December 31, 
2008 

$ $

Cash flows from operating activities
Net investment loss (324,799)                (114,366)                
Changes in non-cash working capital items
     Accounts receivable (5,325)                    (562)                       
     Accounts payable and accrued liabilities (131,753)                139,958                  
     Due from related parties (1,892)                    1,892                      

(463,769)                26,922                    
Short-term investment 340,000                  (400,000)                
Purchase of investments (164,169)                (14,718,100)           
Proceeds from sale of investments 1,100,950               -                         

813,012                  (15,091,178)           

Cash flows from financing activities
Issue of initial Partnership unit -                         25                           
General Partner's contribution -                         10                           
Redemption of Partnership unit -                         (25)                         
Proceeds from issue of Partnership units -                         15,246,525             
Proceeds from loan -                         1,500,000               
Issue costs -                         (1,525,387)             

-                         15,221,148             

Increase in cash 813,012                  129,970                  

Cash - Beginning of period 129,970                  -                         

Cash - End of period 942,982                  129,970                  

Interest paid 37,987                    9,422                       



Jov Diversified Flow-Through 2008-II Limited Partnership
Statement of Investment Portfolio
As at June 30, 2009

Number of 
Shares/ 

Warrants  Cost  Fair value  Net assets 
 $  $  %  

 Equity investments 
Advanced Explorations Inc. 3,409,000          327,250             579,530             3.67           
Advanced Explorations Inc.-warrants 1,704,500          47,740               184,422             1.17           
Alexco Resource Corp. 101,200             202,400             224,664             1.42           
Angle Energy Inc. 60,000               318,000             255,600             1.62           
Avalon Ventures Ltd. 1,000,000          500,000             1,740,000          11.01         
Baffinland Iron Mines Corporation 7,142,000          1,499,820          2,999,640          18.99         
Canadian Superior Energy Inc. 462,000             716,100             355,740             2.25           
Ceres Capital Corp. 3,750,000          500,000             768,750             4.87           
Crocotta Energy Inc. 128,400             288,900             141,240             0.89           
Denison Mines Corp. 151,650             166,815             291,168             1.84           
Great Western Minerals Group Ltd. 2,574,889          231,740             270,363             1.71           
Hawthorne Gold Corp. 1,250,000          250,000             381,250             2.41           
HudBay Minerals Inc. 22,300               164,822             170,149             1.08           
Metanor Resources Inc. 1,140,200          513,090             495,987             3.14           
NAL Oil & Gas Trust 9,859                 100,000             92,379               0.58           
Noront Resources Ltd. 1,775,000          1,420,000          1,082,751          6.85           
One Exploration Inc. 191,000             129,880             33,425               0.21           
Potash One Inc. 180,000             225,000             550,800             3.49           
Premier Gold Mines Limited 225,000             405,000             578,250             3.66           
Progress Energy Resources Corp. 50,000               812,500             504,500             3.19           
Roxmark Mines Ltd. 4,667,000          336,784             606,710             3.84           
Roxmark Mines Ltd.-warrants 2,333,500          13,240               46,397               0.29           
Rubicon Minerals Corporation 225,000             303,750             776,250             4.91           
Ryland Oil Corporation 2,223,000          1,000,350          244,530             1.55           
Shore Gold Inc. 366,700             275,025             172,349             1.09           
St. Andrew Goldfields Ltd. 2,273,000          434,165             681,900             4.32           
St. Andrew Goldfields Ltd.-warrants 1,136,500          65,895               135,651             0.86           
Stornoway Diamond Corporation 3,135,000          470,250             360,525             2.28           
Tourmaline Oil Corp. (1) 100,000             1,000,000          1,000,000          6.33           
TriStar Oil & Gas Ltd. 20,000               294,000             219,400             1.39           
Twin Butte Energy Ltd. 371,000             500,850             326,480             2.07           
Uracan Resources Ltd.-warrants 500,000             39,178               28,018               0.18           

13,552,544        16,298,818        103.16       

Liabilities - net of other assets (499,336)            (3.16)          

Net assets 15,799,482        100.00       

(1)    Private corporation



Jov Diversified Flow-Through 2008-II Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

1. Formation and purpose of the Partnership 

Jov Diversified Flow-Through 2008-II Limited Partnership (the “Partnership”) was formed on August 21, 
2008 as a limited partnership under the laws of the Province of British Columbia and commenced 
operations on September 26, 2008.  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 2008-II 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 29, 2008, 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 December 31, 2010. 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. 
 
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 



Jov Diversified Flow-Through 2008-II Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

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 comparable companies 
with appropriate adjustments to reflect the individual company circumstances to establish volatility and 
other inputs to the model. 
 
 



Jov Diversified Flow-Through 2008-II Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

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. 

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. 



Jov Diversified Flow-Through 2008-II Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

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 September 2008 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.  The Partnership incurred a $10,000 loan 
arrangement fee which is included in issue costs.  As at June 30, 2009, the loan principle balance 
outstanding was $1,500,000 (December 31, 2008 $1,500,000) which is the maximum amount borrowed 
during the period.  This loan is repayable at the earlier date of (a) the option of the Bank; (b) dissolution; 
and (c) December 31, 2010. 

 

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 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.  
 



Jov Diversified Flow-Through 2008-II Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

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 $144,225 for the period ended June 30, 2009 
(December 31, 2008 - $47,309).  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 1,600,000 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 December 31, 2008, there were 609,861 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 $54,600 was incurred (December 31, 2008 - $27,750).  Balances and transactions 
with related parties have been recorded at the exchange amount. 

The Partnership paid agent fees of $1,029,140, being 6.75% for each unit sold in connection with the 
offering of Partnership units of which MGI Securities Inc.(MGI) received $24,941 thereof.  MGI is 
controlled by Jovian Capital Corporation who controls the Investment Manager and indirectly owns 40% of 
the outstanding shares of Jov Flow-Through Holdings Corp. and the General Partner. 

 

7. Brokerage commissions and custodial fees 

During the period ended June 30, 2009, the Partnership incurred transaction costs for its portfolio 
transactions of $6,703 (December 31, 2008 - $798) and custodial fees of $9,150 (December 31, 2008 - 
$1,913), which are included in administrative and other expenses in the statement of operations. 

 

8. 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 use of specific valuation techniques, rather than use of valuation 



Jov Diversified Flow-Through 2008-II Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

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 $ 16,016,907 (217,424) 15,799,483 

Total per unit 26.26 (0.36) 25.91 

 

 

Net Asset Value
as at

December 31, 2008 
Section 3855 
Adjustment 

Net Assets
as at

December 31, 2008 

 $ $ $ 

Total $ 11,071,696 (481,871) 10,589,825 

Total per unit 18.15 (0.79) 17.36 

 
 

9. 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. 
 
 



Jov Diversified Flow-Through 2008-II Limited Partnership 
Notes to Financial Statements 
June 30, 2009 
(Unaudited) 
 

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 $814,941. 

 
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 942,982 - 942,982 

Accounts receivable - 5,887 5,887 

Investments 60,000 16,298,818 16,358,818 

Loan payable (1,500,000) - (1,500,000) 

Other liabilities - (8,205) (8,205) 

 (497,018) 16,296,500 15,799,482 

 
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 $4,970. 
 
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. 
 
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 
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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. 
 

10. Partnership capital 

Units issued and outstanding represent the capital of the Partnership.  The Partnership issued 609,861 units 
in 2008 for $15,246,525, 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). 
 

11. 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, 2010, the Partnership is not expected to have to implement IFRS accounting and disclosure 
requirements. 


