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FRONT STREET FLOW-THROUGH 
2006-II LIMITED PARTNERSHIP 
 

Interim Statement of Cash Flows (unaudited)

Six-month period ended June 30, 2007

Cash provided by (used in):

Operating activities:
Increase in net assets from operations 736,897$          
Adjustments to reconcile net cash provided by (used in) operations:

Purchase of investments (4,090,517)
Proceeds from sale of investments 5,487,261
Net unrealized appreciation in value of investments (893,577)
Net realized gain on sale of investments (235,134)

Change in non-cash operating items:
Increase in dividends receivable (3,159)
Increase in due to broker 75,926
Increase in accounts payable and accrued expenses 733
Increase in management fees payable 3,453

1,081,883

Increase in cash during the period 1,081,883
Cash, beginning of period 38,879
Cash, end of period 1,120,762$       

See accompanying notes to financial statements.

 



6 

FRONT STREET FLOW-THROUGH 
2006-II LIMITED PARTNERSHIP 
 

Interim Statement of Portfolio Investments (unaudited)

June 30, 2007

Quantity Name Of Company Cost Fair value

Equities

150,000     Accrete Energy Inc.                                                 1,260,000$       772,500$          
10,000       Agnico-Eagle Mines Limited                                    395,376            387,100            
10,000       Aurelian Resources Inc.                                          331,718            258,600            

186,819     Baffinland Iron Mines Corporation                           513,752            599,689            
265,000     Birchcliff Energy Limited                                          1,550,250         1,195,150         
39,752       Brilliant Mining Corp                                                75,926              81,492              

175,000     Buffalo Oil Coporation                                             385,000            238,000            
285,025     CBH Resources Limited                                          160,353            138,970            
170,000     Cordero Energy Inc.                                                1,496,000         924,800            
385,000     Diamonds North Resources Limited                       365,750            338,800            
40,000       Duvernay Oil Corporation                                        1,750,000         1,453,200         
35,100       Fairborne Energy Trust                                           324,324            289,224            
49,000       Galleon Energy Inc. 'A'                                            1,225,000         851,620            
15,000       Goldcorp Inc.                                                           395,250            378,000            

415,000     Golden Hope Mines Limited                                    249,000            139,025            
300,000     Jabiru Metals Limited Restricted                             292,991            356,361            
300,000     Merrex Gold Inc.                                                      240,000            240,000            
275,000     Metalcorp Limited                                                    550,000            313,500            
110,000     Miramar Mining Corporation                                    808,500            500,500            

3,500,000  Murgor Resources Inc.                                            875,000            805,000            
2,000,000  Murgor Resources Inc., Warrants                 -                    2                       

36,871       New Gold Inc.                                                          287,957            251,460            
142,149     North American Tungsten Corporation Limited       170,665            191,901            
65,000       Opti Canada Inc.                                                     1,482,000         1,476,150         
44,000       Paramount Resources Limited                                1,461,614         905,960            

224,113     Peak Gold Limited                                                   141,191            147,915            
112,056     Peak Gold Limited, Warrants                                  26,894              35,298              
44,350       Petrobank Energy and Resources Limited              1,020,050         1,183,260         
70,000       Pitchstone Exploration Limited                                133,000            199,500            
62,300       Proex Energy Limited                                              1,012,375         933,878            

100,000     ProspEx Resources Limited                                    540,000            445,000            

(continued next page)  
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FRONT STREET FLOW-THROUGH 
2006-II LIMITED PARTNERSHIP 
 

Interim Statement of Portfolio Investments (unaudited) - continued

June 30, 2007

Quantity Name Of Company Cost Fair value

Equities (continued)

49,423       Rockwell Diamonds Inc.                                          31,339              33,608              
235,488     Rockwell Ventures Inc., Units 122,454            147,321            
193,486     Silver Bear Resources 193,486            193,486            
11,502       Sino-Forest Corporation                                          145,500            175,406            
40,116       Soho Resources Corporation                                  24,310              16,448              

194,151     Soho Resources Corporation Restricted                 97,076              76,418              
97,075       Soho Resources Corporation, Warrants       -                    -                    
2,168         streetTRACKS Gold Trust                                       152,046            148,105            

195,048     Tau Finance, Subscription Receipts                        156,038            156,038            
149,561     Tiger Resources Limited, Subscription Receipts 55,644              75,785              
37,390       Tiger Resources Limited, Units 13,911              18,946              
50,000       Triex Minerals Corporation                                      207,500            191,000            

144,334     Universal Uranium Limitd                                        108,251            203,511            
12,888       Vero Energy Inc.                                                      97,648              95,113              

217,800     West Energy Limited                                               1,579,050         936,540            
234,953     Zacoro Metals Corporation, Units 176,215            176,215            

22,680,404$     18,675,795$     

See accompanying notes to financial statements.  
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1. Organization of the Limited Partnership 
 
Front Street Flow-Through 2006-II Limited Partnership (the "Partnership") was formed on August 9, 
2006 as a limited partnership under the laws of the Province of Ontario, for the purpose of acquiring 
flow-through shares and other securities of resource companies with a view to achieving capital 
appreciation for its Limited Partners.  These resource companies incur Canadian Exploration Expenses 
or Canadian Development Expenses.  The resource companies renounced these expenses effective 
December 31, 2006 to the Partnership in amounts substantially equal to the subscription amount of the 
flow-through shares.  In turn, the Partnership allocated the renouncements to the Limited Partners.  The 
Partnership had no operations from the date of its formation until September 7, 2006 (the completion 
date of the initial offering of limited partnership units, hereinafter referred to as the “Initial Closing 
Date”). 
 
The General Partner of the Partnership is Front Street Capital Management General Partner I Corp., 
which was incorporated on December 23, 2002.  The Partnership is governed by the Limited 
Partnership Agreement (the "Partnership Agreement") among the General Partner and the Limited 
Partners, dated August 9, 2006. 
 
In accordance with the terms and conditions of the Partnership Agreement, the General Partner is 
responsible for the management of the Partnership and is entitled to a 0.01% beneficial interest in the 
Partnership. 
 
These interim financial statements reflect only the assets, liabilities, revenue and expenses of the 
Partnership and, therefore, do not include any assets, liabilities, revenue or expenses of the partners.  
No provision for income taxes has been recorded in these interim financial statements as all income 
and losses of the Partnership are allocated annually to the partners. 
 
2. Summary of significant accounting policies: 
 

These interim financial statements have been prepared by the General Partner.  Disclosures in these 
interim financial statements may not conform in all respects to the requirements of Canadian generally 
accepted accounting principles for annual financial statements.  These interim financial statements 
should be read in conjunction with the most recent audited annual financial statements of the Fund, 
being for the period ended December 31, 2006. 

These interim financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles (“GAAP”).  All amounts are reported in Canadian dollars. 
 
(a) Valuation of investments: 
 For annual reporting periods commencing on or after October 1, 2006, CICA Handbook section 

3855 (Financial Instruments – Recognition and Measurement) requires the fair value of financial 
instruments traded in active markets be measured based on the bid price for securities owned or 
held long and based on the asking price for securities sold short.  Until December 31, 2006, fair 
value under GAAP was based on the last traded price for each respective security as at a 
reporting date.  On January 1, 2007 and for financial reporting purposes, the Partnership adopted 
on a prospective basis (without restatement of prior financial statements) the valuation policy in 
accordance with the new requirements of section 3855 for actively traded securities owned by the 
Partnership.  Accordingly, the value of the net assets as at January 1, 2007 has been adjusted.  
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Notes to Interim Financial Statements (Unaudited) 
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2. Summary of significant accounting policies (continued): 

(a) Valuation of investments (continued): 
 

 The Canadian Securities Administrators issued a waiver authorizing an extension for the 
enforcement of Section 3855 for the purposes of calculating the net asset value for purposes 
other than financial reporting (for example, the issuance and redemption of units of the 
Partnership).  Therefore, a reconciliation between the Partnership’s net asset value for financial 
reporting purposes (“GAAP NAV”) and the Partnership’s net asset value for purposes other than 
financial reporting (“Transactional NAV”) is presented in Note 5.  
 
Securities with no bid/ask prices are valued at their closing sale prices.  Securities traded on an 
over-the-counter market are valued in the same manner based on available public quotations 
from recognized dealers in such securities.  Investments in securities having no readily available 
source of fair value or in illiquid securities are valued by the General Partner at estimated fair 
value.  In such cases, fair value is initially determined as cost, unless there is a substantial arm’s 
length transaction that establishes a different fair value or there is a significant change from the 
General Partner’s expectations that establishes a different fair value.  Estimated fair values for 
investments in securities having no readily available source of value or for illiquid securities may 
differ from values that would have been used had a ready market existed for such investments.  
Bid/ask prices of any securities subject to a hold period have not been adjusted for the potential 
impact of such hold periods.  Bid/ask prices may be affected by trading volumes and restrictions.  
Bid/ask prices may not be indicative of what the Partnership might realize on an immediate sale, 
as it might take significant time to liquidate positions without causing a negative impact on market 
values.  Any difference between the fair value and the costs of the investments is treated as 
unrealized appreciation or depreciation. 
 
Short-term investments (if any) are valued at the aggregate of cost and accrued interest 
receivable, which approximates market value. 

 
(b) Transaction costs 
 

Section 3855 also requires that transaction costs (such as brokerage commissions), incurred in 
the purchase and sale of securities by the Partnership, be charged to net income in the period.  
Accordingly, transaction costs are expensed and are reported as such in the Statement of 
Operations.  Until December 31, 2006, the Partnership’s policy was to add these costs to 
securities purchased or deduct them from proceeds of sale.  Effective January 1, 2007, the Fund 
adopted the new accounting policy prospectively, without restatement of prior periods. 
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2. Summary of significant accounting policies (continued): 

(c) Investment transactions and income recognition: 
 

All investment transactions, with the exception of short-term investments, are accounted for on 
the business day following the date that the order to buy or sell was executed.  Short-term 
investments are accounted for on the date that the order to buy or sell is executed.  Realized 
gains and losses are calculated on an average cost basis. 
 
Revenues from investments are recognized on the accrual basis.  Interest revenue is accrued as 
earned and dividend revenue is recognized on the ex-dividend date. 
 
For income tax purposes, the adjusted cost base of flow-through shares in which the Partnership 
invests is reduced by the amount of expenditures renounced to the Partnership.  Upon the 
disposition of such shares, a capital gain or loss will result and is allocated to the Limited 
Partners based on their proportionate ownership interest in the Partnership. 

 
(d) Unit values: 

 
The net asset value per limited partnership unit is calculated as net assets at market value, less 
the General Partner's 0.01% share, divided by the number of limited partnership units 
outstanding. 
 

 (e) Financial instruments: 
 

Financial instruments of the Partnership consist of cash, portfolio investments, dividend 
receivable, due to broker, accounts payable and accrued expenses, and management fee 
payable.  The fair value of the portfolio investments is reported in the statement of portfolio 
investments.  The fair values of all other financial instruments approximate their carrying values 
due to the immediate or short-term maturity thereof. 
 

(f) Use of estimates: 
 

The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities (if any) at the date of the financial statements and the reported amounts of 
revenue and expenses during the period.  Notably, the process of valuing investments for which 
no published market exists is subject to inherent uncertainty.  Actual results might differ from 
those estimates.  These estimates are reviewed periodically and, as adjustments become 
necessary, they are reported in operations in the periods in which such adjustments become 
known. 
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3. Related party transactions: 

 
The Investment Advisor, a party under common control with the General Partner, is entitled to receive 
management fees equal to 2% per annum of the net asset value of the Partnership calculated and paid 
monthly, in arrears.  During the period, the management fee expense (net of GST) was $200,866 
including $32,888 accrued and unpaid as at June 30, 2007.  
 
The General Partner is entitled to receive additional distributions of 20% of the product of the number of 
limited partnership units outstanding, and the amount by which the sum of net asset value and 
distributions per unit exceed $28 during a specified period. 
 
4. Partners' equity: 

 
The authorized capital of the Partnership consists of an unlimited number of limited partnership units.  
All Partnership units are of the same class with equal rights and privileges, including equal participation 
any distribution made by the Partnership and the right to one vote at any meeting of the Limited 
Partners. 
 
As at June 30, 2007 and December 31, 2006, 959,955 limited partnership units were issued and 
outstanding. 
 
 
5. Reconciliation of Transactional NAV to GAAP NAV: 
 

Transactional NAV Section 3855 GAAP NAV
Adjustment

Net Asset Value ("NAV") 19,642,715$            (103,111)$          19,539,604$   
NAV per Unit 20.46$                     (0.11)$                20.35$             

 
 
6. Reporting period and comparative figures: 
 
The Statements of Net Assets and Portfolio Investments are presented as at June 30, 2007.  The 
Statements of Operations, Changes in Net Assets and Cash Flows are presented for the 6-month 
period ended June 30, 2007. 
 
Comparative figures for the corresponding 6-month period ended June 30, 2006 have not been 
presented on the Statements of Operations, Changes in Net Assets and Cash Flows, as the 
Partnership commenced its operations on the Initial Closing Date of September 7, 2006 and did not 
operate from January 1 to June 30, 2006. 
 
 
 
 
 
 
 
 
 
 
 









 

 

 

 

 

 

 

 

FRONT STREET CAPITAL 
33 Yonge Street, Suite 600 

Toronto, ON M5E 1G4  

Tel.: 1 (800) 513-2832 
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