CANADIAN SMALL CAP RESOURCE FUND
2006 No. 1 LIMITED PARTNERSHIP

Financial Statements
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Management’s Responsibility for Financial Reporting

The accompanying financial statements of Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership (the Limited
Partnership) have been prepared by the management of Canadian Small Cap Resource Fund 2006 No. 1 Management Ltd., the
General Partner of the Limited Partnership, and approved by the Board of Directors of the General Partner. The General Partner is
responsible for the information and representations contained in these financial statements.

The General Partner maintains processes to ensure that relevant and reliable financial information is produced. The financial
statements have been prepared in accordance with Canadian generally accepted accounting principles and include certain amounts
that are based on estimates and judgments. The significant accounting policies, which management believes are appropriate for the
Limited Partnership, are described in note 2 to the financial statements.

The Board of Directors of the General Partner is responsible for reviewing the financial statements, the adequacy of internal
controls, the audit process and financial reporting with management and the external auditors. The Board of Directors of the
General Partner approves the audited financial statements for publication.

PricewaterhouseCoopers LLP are the external auditors of the Limited Partnership. They are appointed by the General Partner of the
Limited Partnership. The external auditors have audited the financial statements in accordance with Canadian generally accepted
auditing standards to enable them to express to the unitholders their opinion on the financial statements. Their report is set out on
the following page.

On behalf of the General Partner of the Limited Partnership

Mr. Stephen Wilkinson Mr. Donald Cameron
CEO CFO






Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Statements of Net Assets
As at December 31, 2007 and 2006

(expressed in Canadian dollars)

2007 2006
Assets
Investments at fair value $ 4,789,890 $ 7,100,767
Cash 854,661 163,187
Accounts receivable 15,011 -
$ 5,659,562 $ 7,263,954
Liabilities
Due to General Partner (note 8) $ 74,217 $ 21,235
Accounts payable and accrued liabilities 50,240 57,972
Promissory note (note 4) - 762,000
$ 124,457 $ 841,207
Net Assets $ 5,535,105 $ 6,422,747
Number of partnership units outstanding
(note 5) 762,271 762,271
Net asset value per partnership unit $7.26 $8.43

On behalf of the Board of Directors of Canadian Small Cap Resource Fund 2006 No. 1 Management
Ltd. as General Partner

“Stephen Wilkinson” “Sargent Berner”
Stephen Wilkinson Sargent Berner
Director Director

See accompanying notes to financial statements



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership

Statements of Operations
For the periods ended December 31, 2007 and 2006

(expressed in Canadian dollars)

From inception

Year ended March 2, 2006 to
December 31, December 31,
2007 2006
$ $
Investment income:
Interest income 32,131 98,344
32,131 98,344
Expenses (note 3):
General partner fee 86,918 43,547
Unitholder administration and communication 75,875 39,168
Portfolio advisory fee 52,152 26,128
Interest expense 45,007 27,632
Audit fees 34,314 12,720
Agents’ service commission 17,384 8,709
Legal fees 8,666 28,102
320,316 186,006
Net investment loss (288,185) (87,662)
Net realized gain on sale of investments 1,462,400 2,337
Change in unrealized depreciation of investments (1,273,207) (152,208)
Decrease in net assets from operations (98,992) (237,533)
Increase (decrease) in net assets from operations per unit
Net investment loss (0.38) (0.11)
Net realized gain on sale of investments 1.91 0.00
Change in unrealized depreciation of investments (1.67) (0.20)
Decrease in net assets from operations per partnership unit (0.14) (0.31)

See accompanying notes to financial statements.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership

Statements of Changes in Net Assets
For the periods ended December 31, 2007 and 2006

(expressed in Canadian dollars)

From inception

Year ended March 2, 2006 to
December 31, 2007 December 31, 2006
$ $
Net assets, beginning of year, as previously
reported 6,422,747 -
Adjustment resulting from adoption of CICA
Section 3855 (notes 2, 10) (26,379) -
Net assets, beginning of year, adjusted 6,396,368 -
Decrease in net assets from operations (98,992) (237,533)
Partners’ transactions:
Proceeds from issuance of partnership units
(note 5) - 7,622,710
Cost of issuance of partnership units (note 5) - (962,430)
Distribution of partnership capital (note 9) (762,271) -
(762,271) 6,660,280
Net assets, end of period 5,535,105 6,422,747

See accompanying notes to financial statements.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Notes to the Financial Statements
December 31, 2007 and 2006

(expressed in Canadian dollars)

2 Significant Accounting Policies (continued)

(b) Investments (continued)

(i)  Publicly-traded investments

a.

Securities that are traded on a recognized securities exchange and for which no
sales restrictions apply are recorded at fair values based on the last quoted bid
price at the statement of net assets date or the closing bid price on the last day the
security traded if there were no trades at the statement of net asset date.

Securities that are traded on a recognized exchange but that are escrowed or
otherwise legally restricted as to sale or transfer are recorded at amounts
discounted from market value. In determining the discount for such investments,
the Partnership considers the nature and length of the restriction, business risk of
the investee company, its stage of development, market potential, relative trading
volume and price volatility and any other factors that may be relevant to the
ongoing and realizable value of the investment.

Warrants of companies whose shares trade on a recognized security exchange are
recorded at their estimated fair value using a recognized valuation model.

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 than
the quoted market price due to a variety of factors such as premiums paid for large
blocks or discounts due to illiquidity.

(it)  Privately-held investments

a.

Securities in privately-held companies are valued using valuation techniques
established by management, taking into consideration relevant information such as
a significant subsequent equity financing by an unrelated, professional investor, or
evidence of other value as indicated by the assessment of the financial condition of
the investment based on third party financing, operational results, forecasts, and
other developments since acquisition.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Notes to the Financial Statements
December 31, 2007 and 2006

(expressed in Canadian dollars)

2 Significant Accounting Policies (continued)

(b)

(©)

(d)

(€)

Investments (continued)
(i)  Privately-held investments (continued)

b.  Warrants of privately-held securities are recorded at their estimated fair value
using a recognized valuation model, with management making maximum use of
publicly available inputs, such as data from comparable companies which are
publicly traded with appropriate adjustments to reflect the individual company
circumstances and to reflect the fact that they are privately-held.

c.  The resulting values for non-publicly traded investments may differ from values
that would be determined 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, and the differences could be material.

Cash

Cash consists of cash and deposits with original maturities of three months or less and
are held with a Canadian Chartered Bank and the account of the Partnership’s Portfolio
Advisor.

Income and expense recognition

Securities transactions are recorded on a trade date basis. Dividend income is recognized on
the ex-dividend date. Realized gains and losses on disposal of investments and unrealized
gains and losses in the value of investments are reflected in the statement 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
revenue generation are expensed as incurred and netted against the appropriate income earned.

Net asset value per partnership unit

Net asset value and increase (decrease) in net assets from operations per partnership unit is
calculated as net assets at fair value, after the General Partner’s entitlement, and increase
(decrease) in net assets from operations divided by the number of units of the Partnership
outstanding.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Notes to the Financial Statements
December 31, 2007 and 2006

(expressed in Canadian dollars)

2 Significant Accounting Policies (continued)

()

(9)

(h)

Use of estimates

The preparation of financial statements in conformity with Canadian GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Allocation of Partnership income or loss

Income or loss is allocated 99.99% to the Limited Partners and 0.01% to the General
Partner.

These financial statements include only the assets, liabilities, and operations of the
Partnership, and do not include other assets, liabilities, revenues or expenses, including
income taxes, of the partners.

Issuance costs

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

Future accounting changes

Effective January 1, 2008, the Partnership will adopt new CICA standards relating to capital
disclosures and financial instruments disclosure and presentation. The Partnership is currently
assessing the impact of these new accounting standards on its financial statements.

Capital Disclosures (Section 1535)

This standard establishes standards for the disclosure of (i) an entity’s objectives, policies and
processes for managing capital; (ii) quantitative data about what the entity regards as capital;
(iii) whether the entity has complied with any capital requirements and (iv) if it has not
complied, the consequences of such non-compliance.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Notes to the Financial Statements
December 31, 2007 and 2006

(expressed in Canadian dollars)

2

Significant Accounting Policies (continued)

Financial Instruments — Disclosures (Section 3862) and Financial Instruments — Presentation
(Section 3863)

These two standards replace the current standard Financial Instruments —Disclosure and
Presentation (Section 3861), revising and enhancing its disclosure requirements, and carrying
forward unchanged its presentation requirements. These new sections place increased
emphasis on disclosures about the nature and extent of risks arising from financial instruments
and how the entity manages those risks.

Expenses of the Partnership

(a)

(b)

(©)

(d)

(€)

The General Partner is entitled to an annual fee of 1.25% of the Net Asset Value (NAV) of the
Partnership as defined.

The Portfolio Advisor, Bolder Investment Partners Limited, is entitled to an annual fee of
0.75% of the NAV of the Partnership as defined. For the year ended December 31, 2007 there
were no soft dollar amounts paid (2006 - $ nil).

An annual service fee is payable to agents equal to 0.25% of the NAV of the Partnership as
defined.

On dissolution of the Partnership or implementation of a Liquidity Alternative (the payment
due date), the General Partner and the Portfolio Advisor will each be entitled to an incentive
bonus of an amount calculated as 10% of the amount by which:

)] the Net Asset Value per unit at the payment date, plus

i) all distributions per unit on or prior to the payment date plus 10% per annum,
compounded annually from the date of distribution, exceeds

iii) the sum of $10 plus appreciation thereon of 12% per annum, compounded annually
from the closing of the sale of the units.

As at December 31, 2007 this threshold had not been reached; accordingly, no provision for
incentive bonus has been accrued.

The Partnership will pay all costs for the offering of units in the Partnership and all costs of
administration of the Partnership.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Notes to the Financial Statements
December 31, 2007 and 2006

(expressed in Canadian dollars)

3

Expenses of the Partnership (continued)

(f The Partnership incurred transaction costs for its portfolio transactions during 2007 totalling
$41,445 (2006: $nil) which have been expensed in the statements of operations. The
transaction costs related to purchases are disclosed in unitholder administration and
communication and the transactions costs related to sales are disclosed in the net realized gain
on sale of investments.

Promissory note

In 2006 the Partnership had signed a promissory note in the amount of $762,000 which was interest
bearing at 10.5% per annum. It was repaid in 2007 in accordance with its terms.

Partnership 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. All units were issued in 2006.

The Partnership completed two closings in 2006 by issuing in the aggregate 762,271 units for gross
process of $7,622,710 less issuance costs of $962,430 for net proceeds of $6,660,280. During the year
ended December 31, 2007, no further units were issued or redeemed.

Income taxes

No provision for income taxes has been recorded in the accompanying financial statements as the
annual earnings (loss) of the Partnership is allocated to unit holders, who are responsible for any
income taxes applicable thereto.

Financial instruments

Market risks — Unfavorable economic conditions may negatively impact the Partnership’s net asset
value. The Partnership manages market risk by having a diversified portfolio which is not singularly
exposed to any one issuer. The Partnership’s investment activities are currently concentrated in the
natural resource industry. To minimize overexposure, the Partnership has set thresholds on individual
investments which also require the approval of its Investment Review Committee.

Cash flow/revenue — The Partnership’s liquidity and operating results may be adversely affected if the
value of the Partnership’s investments decline resulting in capital losses on disposition. The
Partnership generates cash flow primarily from its cash position, proceeds from the disposition of its
investments, in addition to interest income earned on its cash position. The Partnership has sufficient
cash and marketable securities which are freely tradable and relatively liquid to fund its obligations as
they become due under normal operating conditions.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Notes to the Financial Statements
December 31, 2007 and 2006

(expressed in Canadian dollars)

7

Financial instruments (continued)

Interest and credit risk — As the Partnership holds cash balances with its brokers, those balances are
exposed to the risk of a financial loss occurring as a result of default. The Partnership believes it is not
significantly exposed to credit risk as the brokers that it deals with are financially stable. As at
December 31, 2007, the Partnership has no significant interest bearing assets or liabilities other than
its cash balance.

Related party transactions

The following transactions occurred with related parties and are recorded at the exchange
amount being the price agreed between the parties:

o] Management fees paid to the General Partner for the year ended December 31, 2007 were
$86,918 (2006 - $43,547) ;
(o] The initial and successive parent corporations of the General Partner that existed during the

year collectively was reimbursed $15,000 (2006 - $10,600) during the year for administrative
costs attributable to the Partnership and these amounts are disclosed in unitholder
communication and administration;

o] In 2006 the parent company of the General Partner at the time was also reimbursed $64,847
for time spent regarding issuance of Partnership units and this amount is disclosed in issue
costs;

o] Accounting and financial service fees paid to a corporation controlled by two directors of the

parent corporation of the General Partner amounted to $40,000 (2006 - $5,830) paid to a
corporation of which an officer of the General Partner is a director and shareholder for the
year and this amount is disclosed in unitholder communication and administration;

o] Fees paid to the President of the General Partner for services rendered regarding issuance of
Partnership units, $nil (2006 - $11,235);

o] Investments purchased in companies related to common directorships, $158,750 (2006 -
$649,800) and disposed of $165,960 (2006 - $nil) for proceeds of $379,387;

o] The parent corporation of the General Partner was reimbursed $68 (2006 - $nil) for unitholder
administration and communication costs;

o] Unitholder administration and communication fees were paid to a corporation controlled by a

director of the parent corporation amounting to $6,250 (2006 - $nil);

o] As at December 31, 2007 $74,217 (December 31, 2006 — $21,235) was due to the General
Partner for management services rendered and $nil (2006 - $7,950) included in accounts
payable and accrued liabilities is payable to related parties. The balance is unsecured, non-
interest bearing and due in the normal course of operations.



Canadian Small Cap Resource Fund 2006 No. 1 Limited Partnership
Notes to the Financial Statements
December 31, 2007 and 2006

(expressed in Canadian dollars)

9 Partnership distribution

On October 18, 2007, the Partnership made a cash distribution to all unit holders in the amount of
$1.00 per unit amounting to $762,271.

10 Reconciliation of net asset value

At December 31, 2007, the reconciliation of GAAP NAV to Transaction NAV (see note 2) was as

follows:
Opening NAV
GAAP Increase using closing Section 3855
NAV prices for value Transaction NAV Adjustment
per unit $7.26 $0.16 $7.42 $(0.03)
Total $5,535,105 $122,118 $5,657,223 $(26,379)




