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Interim Management Report of Fund Performance 
As at June 30, 2007 
Front Street Small Cap Canadian Fund 

 

This Interim Management Report of Fund Performance contains financial highlights but does not contain 
the complete interim financial statements for Front Street Small Cap Canadian Fund, a Front Street 
Capital mutual fund (the “Fund”).  The interim financials of the Fund are attached behind this report 
and you can also get a copy of the interim (or annual) financial statements at your request, and at no 
cost, by calling 1-800-513-2832, by writing to us at Front Street Capital 2004, 33 Yonge Street, Suite 
600, Toronto, Ontario M5E 1G4 or by visiting our web site at www.frontstreetcapital.com or SEDAR at 
www.sedar.com. 

Security holders may also contact us using one of these methods to request a copy of the Fund’s proxy 
voting policies and procedures, proxy voting disclosure record, or quarterly portfolio disclosure relating 
to the Fund. 

Forward Looking Information 

This Interim Management Report of Fund Performance contains forward-looking information and statements 
relating, but not limited to, anticipated or prospective financial performance and results of operations of the Fund.  
Forward looking information involves known and unknown risks, uncertainties and other factors that may cause 
actual results, performance or achievements to be materially different from any future results, performance or 
achievements expressed or implied by the forward-looking information. For this purpose, any statements that are 
contained herein that are not statements of historical fact may be deemed to be forward-looking information. 
Without limiting the foregoing, the words "believes", "anticipates", "plans", "intends", "will", "should", "expects", 
"projects", and similar expressions are intended to identify forward-looking information.  

Although the Fund believes it has a reasonable basis for making the forecasts or projections included in this Interim 
Management Report of Fund Performance, readers are cautioned not to place undue reliance on such forward-
looking information.  By its nature, the forward-looking information involves numerous assumptions, inherent risks 
and uncertainties, both general and specific, that contribute to the possibility that the predictions, forecasts and other 
forward-looking statements will not occur.  These factors include, but are not limited to, those associated with the 
performance of the equity securities market, expectations about interest rates and factors incorporated by reference 
herein as risk factors. 

The above list of important factors affecting forward looking information is not exhaustive, and reference should be 
made to the other risks discussed in the Fund’s filings with Canadian securities regulatory authorities.  The forward 
looking information is given as of the date of this Interim Management Report of Fund Performance, and the Fund 
undertakes no obligation to update publicly or revise any forward-looking information, whether as a result of new 
information, future events or otherwise. 

Management Discussion of Fund Performance 
 

INVESTMENT OBJECTIVES AND STRATEGIES 

The investment objective of the Fund is to seek capital appreciation through investment in equity securities of 
companies whose product, service or management team Front Street Capital believes can realize value and growth.  
Front Street Capital may rely on “top down” fundamental research to identify equity securities of companies in a 
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particular industry or sector, but portfolio diversification will be driven primarily from the Fund’s investments, as 
opposed to targeting sector weights. 
 
Front Street Capital will employ alternative investment strategies, including event-related special situations 
investing (including, for instance, investment in securities of issuers undergoing or undertaking tenders, mergers and 
acquisitions, liquidations, spin-offs and recapitalizations) and the purchase of undervalued shares in the equity 
markets. 
 
From time to time the Fund may use clearing corporation options and listed warrants (“permitted derivatives”) as 
permitted by Canadian securities regulators and consistent with the investment objectives and strategies of the Fund.  
The Fund may use these permitted derivatives for hedging and non-hedging purposes. 

RISK 

Most of the Fund’s assets will be invested in common shares and other equity securities.  The Fund will therefore be 
subject to stock market risk.  Since the Fund may also invest in foreign securities, this may expose the Fund, to a 
limited extent, to the risk of investments in foreign securities and foreign currency risk.  The Fund invests in 
relatively illiquid securities that may expose the Fund to liquidity risk.  The Fund offers three series of units and is 
therefore subject to series risk.  The Fund may also be exposed to sector risk due to its investments being 
concentrated in a limited number of sectors.  The Fund may also be exposed to the risks of selling securities short, 
the risks of investing in derivatives, and the risk associated with investing in securities of junior industrial, 
technology and natural resource companies.  These risks are all further described on page A-1 of the Simplified 
Prospectus. 
 
Currency risk proved to have a minimal effect on the Fund’s returns, as the Canadian dollar traded in a relatively 
narrow range, relative to the U.S. dollar, over the period.  Currency risk impacted principally the Fund’s 
investments, which had revenue in US$.  Volatility in currency markets continues to be high, suggesting uncertainty 
going forward on this front. 
 
Equity risk also affected Fund volatility.  Specifically, the threat of oil-supply disruptions kept the price of oil high, 
only to reverse when the U.S. Federal Reserve Board signaled it was raising rates threatening a slowdown in U.S. 
consumption.  While market volatility was high overall, the price of oil and gas was a positive factor that contributed 
to Canadian equity market performance, particularly in the energy sector. 
 
Interest-rate risk was also a factor, as global central banks and bond and equity markets closely monitored the U.S. 
Federal Reserve’s monetary policy activities and public communications for indications as to when the current cycle 
of monetary policy tightening may be ending.  As higher borrowing costs tend to slow the economy, rising interest 
rates tend to have a negative impact on the outlook for corporate-profit growth and therefore equity market 
performance. 

The Fund has multiple risks associated with equity markets.  Investors whose primary concern is preservation of 
capital should not be invested in this Fund.  The Fund is suitable only for investors seeking long-term growth with a 
high tolerance for risk and volatility and a long-term investment horizon. 
 

RESULTS OF OPERATIONS 

The Fund’s investment advisor continued to focus on long-term capital appreciation for the portfolio during the first 
six months of 2007.  Sector allocation to the materials sector significantly contributed to the returns for the year.  
Company concentration was not evident as the investment advisor continued its long-standing commitment to a 
diversity of names while maintaining a focus on the sectors that had high appreciation potential. 
 
For fund inflows in the first six months of the year, the investment advisor was able to allocate the incremental 
capital profitably as investment opportunities were numerous. 
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Interest rate increases had only a slight negative impact for the Fund.  Currency volatility also had a slight negative 
impact as revenues denominated in US$ declined when converted to C$ on most investee company’s income 
statements.  Notwithstanding this, the Fund had the benefit of a strong equity market for resource stocks as demand 
for commodities continued to grow in a supply-constrained environment. 

RECENT DEVELOPMENTS 

The Fund anticipates that volatility will continue in the equity markets for the foreseeable future.  The perception 
exists that inventory levels are tight in most commodity groups leading to an inability to cushion any shocks to the 
system.  This reality, coupled with a changing interest rate environment, has led to steady economic growth, albeit at 
higher commodity price levels.  Credit concerns and high leverage in the U.S. will likely have an impact on capital 
markets and we will continue to monitor this closely. 

ADOPTION OF NEW ACCOUNTING STANDARDS 
 
On April 1, 2005, the Canadian Institute of Chartered Accountants (‘‘CICA’’) issued Section 3855, ‘‘Financial 
Instruments – Recognition and Measurement’’ of the CICA Handbook – Accounting, which establishes standards 
for the fair valuation of investments as well as the accounting treatment of transaction costs. Section 3855 applies to 
fiscal years beginning on or after October 1, 2006. Additionally, Section 14.2 of National Instrument 81-106 (‘‘NI 
81-106’’), issued by the Canadian Securities Administrators in 2005, requires the daily net asset value of an 
investment fund to be calculated in accordance with Canadian generally accepted accounting principles (‘‘GAAP’’). 
The adoption of Section 3855 would result in the use of different valuation techniques for certain investments. 

 
Canadian securities regulatory authorities granted relief to investment funds complying with Section 3855, for the 
purposes of calculating of net asset value used for the investor transactions (“Transactional NAV”) for a one year 
period ending September 30, 2007. The Canadian securities administrators is currently reviewing the suitability of 
applying Section 3855 for the purposes other than the preparation of financial statements.  Depending on the 
outcome of such review, the method by which net asset value is calculated may change on October 1, 2007. 
 

RELATED PARTY-TRANSACTIONS 
 
Front Street Capital (“FSC”) provides or arranges for the provision of all general management and administrative 
services required by the Fund in its day-to-day operations, including providing or arranging the provision of 
investment advice, establishment of brokerage arrangements relating to the purchase and sale of the investment 
portfolio, and bookkeeping, record-keeping and other administrative services for the Fund. 
 
The Fund’s portfolio advisor (the “Portfolio Advisor”) is Front Street Investment Management, Inc. (“FSIMI”).  
FSIMI is an affiliate of FSC and has entered into a Sub-Advisory Agreement to provide advisory services to the 
Fund. 
 
As a result of providing investment advisory and management services, FSC receives a monthly management fee, 
based on the average net assets of each Series, calculated daily and payable monthly. 
 
The Fund may place a portion of its portfolio transactions with brokerage firms which are affiliates of FSC, provided 
it determines that these affiliates’ trade execution abilities and costs are comparable to those non-affiliated, qualified 
brokerage firms, on an execution-only basis.  During the six months ended June 30, 2007, Tuscarora Capital Inc. 
received $25,316 (2006 - $12,266) in commission on portfolio transactions for the Fund. 

FINANCIAL HIGHLIGHTS 
 
The following tables show selected key financial information about the Fund and are intended to help you 
understand the Fund's financial performance for the past five financial years. This information is derived from the 
Fund's audited annual financial statements and unaudited interim financial statements. 
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FRONT STREET SMALL CAP CANADIAN FUND SERIES A      
         
Year ended   Jun-07 Dec-06 Dec-05 Dec-04 Dec-03 
        $ $ $ $ $ 

The Fund's Net Asset Value (NAV) per Unit      
Net asset value, beginning of period(7)  6.68  5.98  4.18  3.36  2.21  
Increase (decrease) from operations:       

Total revenue                  0.03                 0.08                 0.01                    -                    -  
Total expenses                (0.09)              (0.27)              (0.11)            (0.04)            (0.32) 
Realized gains (losses)                  0.95                 1.00                 0.27               0.10               0.47  
Unrealized gains (losses)                  (0.46)                0.38                 0.30               0.10               1.00  

Total increase (decrease) from operations(1) 0.43  1.19  0.47  0.16  1.15  

         
Distributions:        

From income (excluding dividends)                       -                       -                       -                    -                    -  
From dividends                        -                       -                       -                    -                    -  
From capital gains                        -               (0.52)              (0.18)                   -                    -  
Return of capital                        -                       -                       -                    -                    -  

Total distributions(2)                          -  (0.52) (0.18)                   -                    -  

Net asset value, end of period(7)       7.11  6.70  5.98  4.18  3.36  

         
Ratios and Supplemental Data       

Net assets (000's)(3)   88,402  81,531  36,460  8,553  2,576  
Number of units outstanding   12,431,707  12,168,022  6,099,596  2,048,559  63,753  
Management expense ratio(4)  2.61% 4.10% 8.53% 11.25% 12.44% 
Management expense ratio before waivers or absorptions 2.61% 4.10% 8.53% 11.25% 12.44% 
Portfolio turnover rate(5)   18.76% 66.03% 59.30% 98.30% 1.70% 
Trading expense ratio(6)   0.13% 0.33% 0.57% 0.35% 0.00% 

         
         
         
FRONT STREET SMALL CAP CANADIAN FUND SERIES B      
         
Year ended   Jun-07 Dec-06 Dec-05 Dec-04 Dec-03 
        $ $ $ $ $ 

The Fund's Net Asset Value (NAV) per Unit      
Net asset value, beginning of period(7)                 6.68                 5.98                 4.18               3.36               2.07  
Increase (decrease) from operations:       

Total revenue                  0.03                 0.08                 0.02               0.01                    -  
Total expenses                (0.09)              (0.27)              (0.30)            (0.18)            (0.32) 
Realized gains (losses)                  0.95                 1.04                 0.74               0.43               0.47  
Unrealized gains (losses)                  (0.46)                0.26                 0.82               0.43               1.14  

Total increase (decrease) from operations(1) 0.43  1.11  1.28  0.69  1.29  

         
Distributions:        

From income (excluding dividends)                       -                       -                       -                    -                    -  
From dividends                        -                       -                       -                    -                    -  
From capital gains                        -               (0.52)              (0.18)                   -                    -  
Return of capital                        -                       -                       -                    -                    -  

Total distributions(2)                          -  (0.52) (0.18)                   -                    -  

Net asset value, end of period(7)                      7.11                 6.70                 5.98               4.18               3.36  
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Ratios and Supplemental Data       
Net assets (000's)(3)   153,790  158,841  99,387  29,977  15,688  
Number of units outstanding   21,626,973  23,704,773  16,626,989  7,179,576  4,669,205  
Management expense ratio(4)  2.61% 4.10% 8.53% 11.25% 12.44% 
Management expense ratio before waivers or absorptions 2.61% 4.10% 8.53% 11.25% 12.44% 
Portfolio turnover rate(5)   18.76% 66.03% 59.30% 98.30% 1.74% 
Trading expense ratio(6)   0.13% 0.33% 0.57% 0.35% 0.00% 

         
FRONT STREET SMALL CAP CANADIAN FUND SERIES F      
         
Year ended   Jun-07 Dec-06 Dec-05 Dec-04 Dec-03 
        $ $ $ $ $ 

The Fund's Net Asset Value (NAV) per Unit      
Net asset value, beginning of period(7)                 6.77                 5.97                 4.18               3.36               2.21  
Increase (decrease) from operations:       

Total revenue                  0.03                 0.08                       -                    -                    -  
Total expenses                (0.07)              (0.20)              (0.01)            (0.01)            (0.32) 
Realized gains (losses)                  0.97                 0.97                 0.02               0.01               0.47  
Unrealized gains (losses)                  (0.43)                0.17                 0.02               0.01               1.00  

Total increase (decrease) from operations(1) 0.50  1.02  0.03  0.01  1.15  

         
Distributions:        

From income (excluding dividends)                       -                       -                       -                    -                    -  
From dividends                        -                       -                       -                    -                    -  
From capital gains                        -               (0.48)              (0.20)                   -                    -  
Return of capital                        -                       -                       -                    -                    -  

Total distributions(2)                          -  (0.48) (0.20)                   -                    -  

Net asset value, end of period(7)                      7.24                 6.80                 5.97               4.18               3.36  

         
Ratios and Supplemental Data       

Net assets (000's)(3)   15,373  9,087  2,852  820  149  
Number of units outstanding   2,124,263  1,337,207  477,382  196,503  44,374  
Management expense ratio(4)  2.05% 2.97% 7.63% 11.25% 12.44% 
Management expense ratio before waivers or absorptions 2.05% 2.97% 7.63% 11.25% 12.44% 
Portfolio turnover rate(5)   18.76% 66.03% 59.30% 98.30% 1.74% 
Trading expense ratio(6)   0.13% 0.33% 0.57% 0.35% 0.00% 

 
(1) Net asset value and distributions are based on the actual number of shares outstanding at the relevant time. The increase/decrease from 

operations is based on the weighted average number of shares outstanding over the financial period. 
(2) Distributions were paid in cash and/or reinvested in additional shares of the Fund. 
(3) This information is provided as at period end of the year shown. 
(4) Management expense ratio is based on total expenses for the stated period and is expressed as an annualized percentage of daily average net 

assets during the period. 
(5) The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio adviser manages its portfolio investments. A portfolio turnover 

rate of 100% is equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the year. The higher a 
Fund’s portfolio turnover rate in a year, the greater the trading costs payable by the Fund in the year, and the greater the chance of an investor 
receiving taxable capital gains in the year. There is not necessarily a relationship between a high turnover rate and the performance of a Fund. 

(6) The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily 
average net assets during the period. 

(7) The relief granted by the Canadian securities regulatory authorities from complying with Section 3855 results in a difference between GAAP 
NAV and Transactional NAV due to the use of different valuation techniques for certain investments.  We have adopted the provisions of 
Section 3855 retroactively without restatement of prior periods.  Accordingly, the beginning of period net asset value for the current period is 
adjusted.   
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MANAGEMENT AND PERFORMANCE FEES 
 
Until April 2005, the Fund paid FSIMI a monthly management fee equal to 1/12 of 2% of the net asset value of the 
Fund calculated and paid at the end of each month payable monthly in arrears.  Commencing in May 2005, the Fund 
began to pay FSIMI a monthly management fee equal to 1/12 of 2% of the net asset value of the Fund calculated and 
paid at the end of each month payable monthly in arrears for series A and B shares; the Fund commenced paying 
FSIMI a monthly management fee equal to 1/12 of 1% of the net asset value of the Fund calculated and paid at the 
end of each month payable monthly in arrears for Series F shares. 
 
The Fund uses the management fees to pay for sales and trailing commissions to registered dealers. 
 

  
Series A 

 
Series B Series F 

Annual Rates 2.00% 2.00% 1.00% 
As a percentage of management fees    
 Dealer Compensation 25% 50% - 
 Investment management, admin & other 75% 50% 100% 

 
The manager is also entitled to a performance fee if the percentage gain in the net asset value of a series of the Fund 
(as adjusted for any prior return deficiencies) over the preceding calendar quarter or quarters since a performance fee 
was last payable exceeds the percentage gain or loss of the S&P/TSX Composite Index (the “Benchmark”) over the 
same period.  The fee will be equal to this excess return per security multiplied by the number of securities 
outstanding at the end of the quarter multiplied by 20%, provided that the net asset value per security of the Fund 
(including distributions) is greater than all previous values at the end of each previous calendar quarter.  The starting 
reference point for the next calendar quarter’s calculation will be based on the higher of either the Benchmark 
performance adjusted net asset value per security or the adjusted actual net asset value per security, both with 
respect to the previous quarter in which a performance fee was payable. 

PAST PERFORMANCE 
 
The past performance of the Fund is set out below and includes year-by-year returns and annual compound returns. 

With respect to the charts displayed below, please note the following: 

(a) the returns or performance information shown assumes that all distributions made by the Fund in 
the periods shown were reinvested in additional shares of the Fund; 

(b) the return or performance information does not take into account sales, redemption, distribution or 
other optional charges or income taxes payable that would have reduced returns or performance; 
and 

(c) how the Fund has performed in the past does not necessarily indicate how it will perform in the 
future. 
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YEAR-BY-YEAR RETURNS  

Year-by-Year Returns
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ANNUAL COMPOUND RETURNS 
 
The following table shows the Fund’s historical annual compound total return for the past 10, five, three and one 
financial year periods and for the first six-months of the year-to-date, as compared to the performance of the 
S&P/TSX Composite Index.   

 Past 10 Years Past 5 Years Past 3 Years Past Year 
Front Street Small Cap Canadian Fund (1) 20.9% 32.7% 33.3% 6.8% 
S&P/TSX Composite Index  8.0% 14.2% 17.6% 7.7% 

(1) Prior to July 23, 1999, the advisor to the Fund was MOF Management Ltd. 
 
The S&P/TSX Composite Index is a float market capitalization that tracks the performance of some of the largest 
and most widely held Canadian stocks listed on the Toronto Stock Exchange (TSX). Prior to May 1, 2002, this index 
was called the TSE 300 Composite Index.  The Fund outperformed the S&P/TSX Composite Index for each of the 
past 10, five, three and one year financial periods. 
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Summary of Investment Portfolio as at June 30, 2007 

Portfolio by Category  
  Percentage of 
  Net Asset Value 
Cash and Short-Term Notes                         22.8 
  
Equities  
Materials                          37.6 
Energy                          33.3 
Financials                            2.4 
Industrials                            2.1 
Utilities                            0.3 
Information Technology                            0.1 
Telecommunication Services  0.0 
Total Equities                         75.8 
  
Total Investments Portfolio                         75.8 
  
Total Investments Portfolio Including Cash and Short-Term                         98.6 
  
Other Assets                           1.4 
  
Total Net assets                       100.0 
  
Top 25 Investments  
  Percentage of 
  Net Asset Value 
ProEx Energy Limited 5.1% 
Barrick Gold Corporation 3.3% 
Goldcorp Inc. 3.1% 
Sherritt International Corporation 3.1% 
Minefinders Corporation Limited 3.0% 
Silver Wheaton Corporation 2.9% 
North West Upgrading Inc. 2.7% 
Lundin Mining Corporation 2.7% 
Gabriel Resources Limited 2.4% 
Guyana Goldfields Inc. 2.4% 
Kereco Energy Limited 2.4% 
Ivanhoe Mines Limited 2.4% 
Peerless Energy Inc.  2.3% 
Baytex Energy Trust 2.1% 
Endeavour Mining Capital Corporation 2.1% 
Precision Drilling Trust 1.9% 
Wave Energy Limited 1.8% 
Savanna Energy Services Corporation 1.7% 
FNX Mining Company Inc. 1.7% 
Rider Resources Limited 1.7% 
Polaris Minerals Corporation 1.5% 
Uranium Power Corporation 1.5% 
Blackstone Ventures Inc. 1.4% 
Synenco Energy Inc.  1.2% 
Calfrac Well Services Limited 1.2% 

 

The information contained in the foregoing list may change due to the ongoing portfolio transactions of the Fund.   
A quarterly update may be obtained by contacting the Investment Advisor. 
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FRONT STREET SMALL CAP CANADIAN FUND
STATEMENTS OF NET ASSETS
AS AT JUNE 30, 2007 (UNAUDITED) AND DECEMBER 31, 2006 (AUDITED

June 30, December 31,
2007 2006

ASSETS
     Investments, at current value (cost - $172,637,346; 2006 - $194,906,517) $ 195,140,163 $ 235,215,762
     Cash and cash equivalents 58,884,566 15,098,146
     Accounts receivable related to units issued 554,922 511,003
     Amounts receivable relating to portfolio assets sold 3,503,736 -                      
     Accrued dividends and interest receivable 244,628 203,708

$ 258,328,015 $ 251,028,619

LIABILITIES
     Accounts payable and accrued liabilities $ 330,186 $ 541,732
     Performance fees payable [note 6] -                      5,258
     Liability for units redeemed 433,008 1,023,239

763,194 1,570,229
Net assets representing unitholders' equity $ 257,564,821 $ 249,458,390

Net assets applicable to outstanding units allocated as follows
Net asset value, Series A $ 88,401,894      $ 81,530,943      
Units outstanding, Series A [note 3] 12,431,707 12,168,022
Net asset value per unit, Series A 7.11                6.70                

Net asset value, Series B $ 153,789,712     $ 158,840,823     
Units outstanding, Series B [note 3] 21,626,973 23,704,773
Net asset value per unit, Series B 7.11                6.70                

Net asset value, Series F $ 15,373,215      $ 9,086,624        
Units outstanding, Series F [note 3] 2,124,263 1,337,207
Net asset value per unit, Series F 7.24                6.80                

On behalf of the Board:

_________________________               _______________________
Gary P. Selke                                           Normand G. Lamarche
Chief Executive Officer                            Chief Financial Officer

See accompanying notes to the financial statements



FRONT STREET SMALL CAP CANADIAN FUND
STATEMENTS OF OPERATIONS
FOR THE SIX MONTHS ENDED JUNE 30 (UNAUDITED)

2007 2006
Investment Income
     Interest income $ 815,433            $ 743,339
     Dividends 454,146            360,928
     Short term trading fees -                        1,146                  
     Less: Foreign withholding taxes -                        (11,176)               

1,269,579 1,094,237

Expenses
     Management fees [note 6] 2,587,430         1,864,680
     Performance fees [note 6] 221,190            3,088,529
     Custodial fees 295,793            119,013              
     Administration fees 75,219              204,339
     Securityholder reporting costs 23,000              14,380                
     Legal fees 20,910              19,836                
     Audit fees 13,355              12,670                
     Trustees' fees 5,228                4,959                  
     Other expenses 5,209                14,349                

3,247,334 5,342,755
Net investment loss for the period (1,977,755) (4,248,518)
Realized and unrealized gain on investments
Realized gain on sale of investments 35,202,257       22,344,446
Transaction costs [note 2] (329,648)           -                          
Change in unrealized depreciation of value of investments (16,912,549) (9,244,413)
Net gain on investments for the period 17,960,060 13,100,033
Net Increase in net assets from operations for the period 15,982,305 8,851,515

Net assets from operations applicable to outstanding units allocated as 

Increase in net assets from operations, Series A $ 5,265,066         $ 2,472,539           
Increase in net assets from operations per unit, Series A $ 0.43                $ 0.32                   

Increase in net assets from operations, Series B $ 9,812,535         $ 6,309,407           
Increase in net assets from operations per unit, Series B $ 0.43                $ 0.31                   

Increase in net assets from operations, Series F $ 904,704            $ 69,569                
Increase in net assets from operations per unit, Series F $ 0.50                $ 0.08                   

See accompanying notes to the financial statements



FRONT STREET SMALL CAP CANADIAN FUND
STATEMENTS OF CHANGES NET ASSETS
FOR THE SIX MONTHS ENDED JUNE 30 (UNAUDITED)

2007               2006               

Series A

Net increase in net assets from operations $ 5,265,066        $ 2,472,539        

Unitholder Transactions
       Capital contributions 9,542,395        30,692,111      
       Redemptions (7,038,121)       (11,480,897)     
       Net transfer of units to other funds (441,674)          -                      
       Units issued on reinvestment of distributions (167,429)          -                      

1,895,171        19,211,214      
Net increase in net assets for the period 7,160,237        21,683,753      
Net assets, beginning of period (note 2) 81,241,657      36,459,726      
Net assets, end of period $ 88,401,894    $ 58,143,479      

Series B

Net Increase in net assets from operations $ 9,812,535        $ 6,309,407        

Unitholder Transactions
       Capital contributions 19,373,000      63,166,530      
       Redemptions (32,352,155)     (28,908,840)     
       Net transfer of units to other funds (1,133,423)       -                      
       Units issued on reinvestment of distributions (178,780)          -                      

(14,291,358)     34,257,690      
Net increase (decrease) in net assets for the period (4,478,823)       40,567,097      
Net assets, beginning of period (note 2) 158,268,535     99,386,625      
Net assets, end of period $ 153,789,712   $ 139,953,722     

Series F

Net Increase in net assets from operations $ 904,704           $ 69,569             

Unitholder Transactions
       Capital contributions 7,704,997        5,913,874        
       Redemptions (2,605,605)       (1,445,673)       
       Net transfer of units from other funds 349,200           -                      
       Units issued on reinvestment of distributions (34,400)            -                      

5,414,192        4,468,201        
Net increase in net assets for the period 6,318,896        4,537,770        
Net assets, beginning of period (note 2) 9,054,319        2,852,022        
Net assets, end of period $ 15,373,215    $ 7,389,792        

Total

Net increase in net assets from operations $ 15,982,305      $ 8,851,515        

Unitholder Transactions
       Capital contributions 36,620,392      99,772,515      
       Redemptions (41,995,881)     (41,835,410)     
       Net transfer of units to other funds (1,225,897)       -                      
       Units issued on reinvestment of distributions (380,609)          -                      

(6,981,995)       57,937,105      
Net increase in net assets for the period 9,000,310        66,788,620      
Net assets, beginning of period (note 2) 248,564,511     138,698,373     
Net assets, end of period $ 257,564,821   $ 205,486,993     

See accompanying notes to the financial statements



FRONT STREET SMALL CAP CANADIAN FUND
STATEMENT OF PORTFOLIO INVESTMENTS (UNAUDITED)
AS AT JUNE 30, 2007

Number of Market
Shares/ Cost Value

Units $ $

Materials (37.6%)
Abacus Mining & Exploration Corporation 3,825,000            2,295,000              2,333,250              
Abacus Mining & Exploration Corporation Warrants February 17, 2008 1,912,500            -                         -                         
Barrick Gold Corporation 274,290               8,717,030              8,478,304              
Blackstone Ventures Inc. 4,228,181            1,764,213              3,509,390              
Endeavour Mining Capital Corporation 550,800               1,992,685              5,243,616              
Endeavour Mining Capital Corporation Warrants November 10, 2008 50,000                 -                         256,000                 
Everton Resources Inc. 1,300,000            1,625,000              1,053,000              
Everton Resources Inc. Warrants July 18, 2008 650,000               -                         -                         
Exploration Minieres Du Nord Limited 1,000,000            750,000                 1,150,000              
FNX Mining Company Inc. 136,400               1,959,489              4,390,716              
Full Metal Minerals Limited 1,047,500            1,215,500              2,933,000              
Full Metal Minerals Limited Warrants November 9, 2008 105,000               -                         -                         
GBS Gold International Inc. 450,000               945,000                 1,201,500              
Gabriel Resources Limited 1,324,900            3,586,781              6,306,524              
General Minerals Corporation 78,000                 145,080                 223,080                 
Goldcorp Inc. 316,500               6,748,494              7,975,800              
Golden Star Resources Limited 257,000               1,075,545              999,730                 
Guyana Goldfields Inc. 619,867               1,113,566              6,273,054              
Ivanhoe Mines Limited 401,300               3,737,959              6,059,630              
Lundin Mining Corporation 536,242               7,042,261              6,896,072              
Minefinders Corporation Limited 640,300               5,506,815              7,760,436              
Northern Mining Explorations Limited Warrants January 14, 2009 500,000               -                         250,000                 
Northern Orion Resources Inc. 389,800               1,360,403              2,362,188              
Sherritt International Corporation 540,000               5,256,515              7,889,400              
Shore Gold Inc. 126,852               442,661                 616,501                 
Silver Wheaton Corporation 422,420               4,800,469              5,242,232              
Silver Wheaton Corporation Warrants August 5, 2009 1,250,000            -                         2,100,000              
Southwestern Resources Corporation 258,600               2,879,805              1,442,988              
Uranium Power Corporation 4,141,000            823,898                 3,892,540              

65,784,169            96,838,951            

Energy (33.3%)
Bankers Petroleum Limited 3,499,500            2,038,636              1,784,745              
Bankers Petroleum Limited Warrants March 1, 2012 750,000               300,000                 187,500                 
Baytex Energy Trust 261,400               5,093,132              5,536,452              
Calfrac Well Services Limited 143,000               4,901,040              2,991,560              
Cyries Energy Inc. 185,000               2,200,563              2,086,800              
Duvernay Oil Corporation 25,000                 777,485                 908,250                 
Hanwei Energy Services Corporation Special Warrants 478,500               2,392,500              2,821,810              
Highpine Oil & Gas Limited 112,000               2,160,500              1,596,000              
Kereco Energy Limited 1,047,000            11,658,398            6,104,010              
Laricina Energy Limited Restricted 160,000               2,000,000              2,000,000              
Midnight Oil Exploration Limited 766,000               2,388,811              1,317,520              
North West Upgrading Inc. 1,000,000            1,000,000              4,000,000              
North West Upgrading Inc. Restricted 750,000               3,000,000              3,000,000              
North West Upgrading Inc. Warrants December 29, 2007 375,000               -                         -                         
OPTI Canada Inc. 126,000               1,919,927              2,861,460              
OZZ Corporation Restricted 671,939               488,570                 671,939                 
Pearl Exploration and Production Limited 572,385               2,973,444              2,901,992              
Peerless Energy Inc. 'A' 1,727,062            6,097,021              5,872,011              
Precision Drilling Trust 190,000               7,409,352              4,940,000              
ProEx Energy Limited 868,400               11,718,798            13,017,316            
Pure Energy Services Limited 180,600               3,734,625              1,923,390              
Rider Resources Limited 565,874               5,039,030              4,272,349              
Savanna Energy Services Corporation 227,100               4,960,175              4,496,580              
Synenco Energy Inc. 'A' 200,000               2,379,228              3,030,000              
Wave Energy Limited 1,925,000            4,112,500              4,523,750              
West Energy Limited 670,100               3,746,033              2,881,430              

94,489,768            85,726,864            
See accompanying notes to the financial statements



FRONT STREET SMALL CAP CANADIAN FUND
STATEMENT OF PORTFOLIO INVESTMENTS (UNAUDITED) - CONT'D
AS AT JUNE 30, 2007

Number of Market
Shares/ Cost Value

Units $ $

Financials (2.4%)
Dundee Corporation 'A' 34,300                 1,307,588              2,383,850              
GMP Capital Trust 80,000                 632,643                 1,892,000              
Gluskin Sheff + Associates Inc. 75,000                 1,387,500              1,956,750              

3,327,731              6,232,600              
Industrials (2.1%)

ATS Automation Tooling Systems Inc. 20,100                 261,899                 175,875                 
IROC Energy Services Corporation 450,000               1,237,500              868,500                 
Polaris Minerals Corporation 300,000               2,700,000              3,900,000              
Torr Canada Inc. 500,000               825,000                 350,000                 

5,024,399              5,294,375              

Utilities (0.3%)
MAXIM Power Corporation 81,350                 393,168                 610,125                 

Information Technology (0.1%)
The Westaim Corporation 618,100               3,503,121              358,498                 

Telecommunication Services (0.0%)
Rutter Inc. 125,000               214,107                 78,750                   

Transaction costs (note 2) (99,117)                  -                         

Total Investments (75.8%) $ 172,637,346          195,140,163          
Cash and Short Term Notes (22.8%) 58,884,566            
Other Assets less Other Liabilities (1.4%) 3,540,092              
Net Assets (100.0%) $ 257,564,821          

See accompanying notes to the financial statements



FRONT STREET SMALL CAP CANADIAN FUND 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2007 (unaudited) 
 
 
1. THE FUND 
Front Street Small Cap Canadian Fund (the "Fund") is an open-ended mutual fund trust which was created under the 
laws of the Province of British Columbia on July 26, 1985. The Fund's principal investment objective is capital 
appreciation, primarily through investments in publicly traded securities of junior issuers.   
 
The Fund is managed by Front Street Capital 2004 (the “Fund Manager”). Front Street Investment Management Inc. 
(the "Investment Advisor") has been retained by the Manager, on behalf of the Fund, to provide investment advisory 
and portfolio management services to the Fund. 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
These financial statements were prepared in accordance with Canadian generally accepted accounting principles. 
The following is a summary of the significant accounting policies followed by the Fund: 
 
a) Adoption of new accounting standards 
 
On April 1, 2005, the Canadian Institute of Chartered Accountants (‘‘CICA’’) issued Section 3855, ‘‘Financial 
Instruments – Recognition and Measurement’’ of the CICA Handbook – Accounting, which establishes standards 
for the fair valuation of investments as well as the accounting treatment of transaction costs.  Section 3855 applies to 
fiscal years beginning on or after October 1, 2006. Additionally, Section 14.2 of National Instrument 81-106 (‘‘NI 
81-106’’), issued by the Canadian Securities Administrators in 2005, requires the daily net asset value of an 
investment fund to be calculated in accordance with Canadian generally accepted accounting principles (‘‘GAAP’’). 
The adoption of Section 3855 would result in the use of different valuation techniques for certain investments. 
 
Canadian securities regulatory authorities granted relief to investment funds complying with Section 3855, for the 
purposes of calculating of net asset value used for the investor transactions (“Transactional NAV”) for a one year 
period ending September 30, 2007. The Canadian securities administrators are currently reviewing the suitability of 
applying Section 3855 for the purposes other than the preparation of financial statements. Depending on the 
outcome of such review, the method by which net asset value is calculated may change on October 1, 2007.  We 
adopted the provisions of Section 3855 retroactively without restatement of prior periods.   
 
Accordingly, the opening net asset value in the Statement of Changes in Net Assets for the period ended June 30, 
2007 has been adjusted. Refer to note 9 for the amount adjusted for each series.  
 
b) Valuation of investments 
 
(i) Securities listed upon a recognized public stock exchange are valued at their bid prices on the valuation date. 
Securities with no available bid prices are valued at their closing sale prices. 
 
(ii) Any investment for which a market quotation is not readily available (“private companies”) shall be valued at 
cost, in the absence of any subsequent financing, or shall be valued at its fair value as determined by the Fund 
Manager. 
 
(iii) Investments which are restricted as to transferability are valued at the fair value of the unrestricted investment 
as provided in paragraphs (i) and (ii) above less a discount of 2% per month up to four months.  The process of 
valuing investments for which no published market exists is inevitably based on inherent uncertainties and the 
resulting valuation may differ from values that would have been used had a ready market existed for investments. 
 
(iv) Short-term investments are valued at amortized cost, which approximates market value. 
 
(v) Trust units are recorded at the closing bid price reported by the principal securities exchange in which the issue 
is traded or lacking any sales at the bid price on the financial statement date. The cost of the trust units is reduced on 
an annual basis by distributions from the trust and increased by annual income allocated to the units by the trust.   



FRONT STREET SMALL CAP CANADIAN FUND 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2007 (unaudited) 
 
 
(vi) The Fund accounts for investments in limited partnerships using the equity method. Under this method, the 
limited partnership investments are recorded at cost plus the Fund’s pro-rata share in undistributed earnings since 
acquisition. 
 
(vii) The Fund may make short sales whereby a security that it does not own is sold in anticipation of a decline in 
the market value of the security. Securities which are sold short are valued at their asking prices on the valuation 
date. Securities with no available asking prices are valued at their closing price reported by the principal securities 
exchange on which the issue is traded or, lacking any purchase, at the closing offer price on the financial statement 
date. To enter a short sale, the Fund may need to borrow the security for delivery to the buyer.  While the transaction 
is open, the Fund will also incur a liability for any paid dividends or interest which is due to the lender of the 
security. 
 
(viii) Futures contracts listed upon a principal exchange are valued at their bid prices (for long commodity futures) 
and ask prices (for short commodity futures). Futures contracts with no available bid and ask prices are valued at 
their settlement prices. Where no price quotations are available, the fair value as estimated by the Manager will be 
used. 
 
c) Transaction Costs 
 
In accordance with Section 3855, transaction costs are expensed and are included in ‘‘Transaction costs’’ in the 
Statements of Operations. Transaction costs are incremental costs that are directly attributable to the acquisition, 
issue or disposal of an investment, which include fees and commission paid to agents, advisors, brokers and dealers, 
levies by regulatory agencies and securities exchanges. Prior to the adoption of Section 3855, Transaction costs were 
capitalized and included in the cost of purchases or proceeds from sale of investments. There is no impact on the net 
asset value of the investment fund in using either of these methods.  
 
d) Cash and cash equivalents 
Cash and cash equivalents consist of cash balances with banks and highly liquid short-term investments with 
original terms to maturity of less than three months. 
 
e) Investment transactions and income recognition 
Investment transactions are accounted for on the trade date. Gains or losses arising from the sale of investments are 
determined using the average cost basis. Income from investments is recorded on the accrual basis. Interest income 
is recorded as earned and dividend income is recorded on the ex-dividend date. 
 
f) Foreign currency translation 
Income, expenses and investment transactions in foreign currencies are translated into Canadian dollars at the rate of 
exchange prevailing on the dates of such transactions. Assets and liabilities in foreign currencies are translated into 
Canadian dollars at the closing exchange rates on each valuation day. 
 
g) Earnings (loss) per share 
Earnings (losses) per share are based on the increase (decrease) in net assets from operations attributable to each 
series of shares divided by the weighted average number of shares outstanding of that series during the period. 
 
h) Net asset value per share 
The net asset value per share is calculated by dividing the net asset value of a series of shares by the total number of 
shares of the series outstanding at the end of the period. 
 
 
 
 
 
 



FRONT STREET SMALL CAP CANADIAN FUND 
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3. UNITS ISSUED AND OUTSTANDING 
 
The Fund is authorized to issue an unlimited number of units which are available in three series and which rank 
equally in all respects and represent a pro rata interest in the net assets of the Fund. Redemption and commission 
fees vary according to each series of unit as follows: 
 
Series A units 
Redemption fees paid to the Fund Manager may be applicable upon the sale of units of this series based on the 
original cost amount and the time to disposition. A redemption fee of 5% applies to units of this series sold within 
the first year following acquisition. A redemption fee of 3% applies to units of this series sold within the second year 
following acquisition. A redemption fee of 1.5% applies to units of this series sold within the third year following 
acquisition. No redemption fee applies to units of this series sold after the third year following acquisition. 
 
Series B units 
Commission fees paid to brokers, dealers or advisors may be applicable upon the purchase of units of this series up 
to 5% of the gross purchase amount, at the discretion of the broker, dealer or advisor.  
 
Series F units 
No redemption or commission fees are applicable to units of this series.  The Fund allocates income and expenses, 
and realized and unrealized capital gains and losses to each class of units outstanding based on the following. 
 
 2007 2006 
                                                                                                    
Units outstanding, beginning of the year:   
Series A 12,168,022 6,099,596 
Series B 23,704,773 16,626,989 
Series F 1,337,207 477,382 
   
Units issued during the period:   
Series A 1,381,465 4,640,167 
Series B 2,879,153 9,573,065 
Series F 1,202,824 888,301 
   
Units redeemed during the period:   
Series A 1,117,780 1,706,429 
Series B 4,956,953 4,456,451 
Series F 415,768 220,834 
   
Units outstanding, end of period:   
Series A                        12,431,707 9,033,334 
Series B 21,626,973 21,743,603 
Series F 2,124,263 1,144,849 
      

 
4. MANAGEMENT AND PERFORMANCE FEES 
 
The Fund Manager provides investment and management services to the Fund. The Fund pays the Investment 
Adviser a monthly management fee equal to 1/12 of 2% of the net asset value of the Fund calculated and paid at the 
end of each month payable monthly in arrears. The Fund is responsible for payment of all operating and 
administrative expenses of the Fund. The main components of these expenses are professional fees, printing 
expenses, filing fees, custodial fees and expenses of making distributions to unit holders.  
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The Fund pays the Investment Adviser a performance fee if the percentage gain in the net asset value of a series of 
the Fund (as adjusted for any prior return deficiencies) over the preceding calendar quarter or quarters since a 
performance fee was last payable exceed the percentage gain or loss of the S&P/TSX Composite Index (the 
"Benchmark") over the same period. The fee will be equal to this excess return per unit multiplied by the number of 
units outstanding at the end of the quarter multiplied by 20%, provided that the net asset value per unit of the Fund 
(including distributions) is greater than all previous values at the end of each previous calendar quarter. The starting 
reference point for the next calendar quarter's calculation will be based on the higher of either the Benchmark 
performance adjusted net asset value per unit or the adjusted actual net asset value per unit, both with respect to the 
previous quarter in which a performance fee was payable. 
 
5. BROKERAGE COMMISSIONS 
 
The total brokerage commissions paid by the Fund with respect to security transactions for the period ended June 30, 
2007 was $329,648 (2006 - $420,432). 
 
6. RELATED PARTY TRANSACTIONS 
 
Management fees of $2,587,430 (2006 - $1,864,680) were paid to the Investment Adviser during the year (see note 
4).  Performance fees of $221,190 (2006 - $3,088,529) were also paid to the Investment Adviser during the year (see 
note 4). Included in accrued expenses are $202,476 [2006- $216,152] of management fees payable to the Fund 
Manager.  
 
The Fund may place a portion of its portfolio transactions with brokerage firms which are affiliates of Front Street 
Capital 2004 provided it determines that these affiliates' trade execution abilities and costs are comparable to those 
non-affiliated, qualified brokerage firms, on an execution-only basis. During the period ended June 30, 2007 
Tuscarora Capital Inc. received $25,316 (2006 - $12,266) in commissions on portfolio transactions for the Fund.   
 
These transactions are in the normal course of operations and are measured at the exchange amount of consideration 
established and agreed to by the related parties.  
 
7. FINANCIAL INSTRUMENTS 
 
The Fund's financial instruments consist of investments, at current value, cash and cash equivalents, accounts 
receivable related to units issued, accrued dividends and interest receivable, accounts payable and accrued liabilities, 
performance fees payable and liability for units redeemed. It is management's opinion that the Fund is not exposed 
to significant interest, currency or credit risks arising from these financial instruments except as described below. 
The fair value of these financial instruments approximates their carrying values, unless otherwise noted. 
 
The Fund's investment activities expose it to various types of risk that are associated with the financial instruments 
and markets in which it invests.   
 
i) Market risk 
 
Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices 
whether those changes are caused by factors specific to the individual security of its issuer or factors affecting all 
securities in the market. All trading instruments are recognized at fair value and all changes in market conditions 
directly affect net assets from operations. 
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ii) Currency risk 
 
The Fund may invest in financial instruments denominated in currencies other than its measurement currency. 
Consequently, the Fund is exposed to risks that the exchange rate of its currency relative to other currencies may 
change in a manner that has an adverse effect on the value of the portion of the Fund's assets or liabilities 
denominated in currencies other than Canadian dollars. 
 
iii) Interest rate risk 
 
The Fund is exposed to interest rate risk related to short-term deposits and borrowings. Consequently, the cash flows 
related to interest income and expense and the valuation of debt instruments could vary significantly from current 
value. 
 
8. CREDIT RISK MANAGEMENT 
 
The Fund is exposed to credit risk arising from its transactions with its counterparties and brokers, related to 
securities purchases and sales. Credit risk is the risk that one party to a financial instrument will fail to discharge an 
obligation and cause the other party to incur a financial loss.  
 
9. RECONCILIATION OF NET ASSET VALUE 
 
In accordance with the decision made by the Canadian securities regulatory authorities, a reconciliation between the 
Transactional NAV and the GAAP NAV of an investment fund is required for financial reporting periods (see note 
2). 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) to be used in the fair 
valuation of investments, rather than the use of closing sale prices currently used for the purpose of determining 
Transactional NAV. For investments that are not traded in an active market, Section 3855 requires the use of 
specific valuation techniques, rather than the use of valuation techniques by virtue of general practice in the 
investment funds industry. 
 
These changes account for the difference between transactional NAV and GAAP NAV.  The impact of the adoption 
of Section 3855 on the net asset value of the Fund is as follows: 
 
 

As at June 30, 2007         

 Net Asset Value  Net Asset Value per Share  Opening NAV 

 Transactional Section 3855 GAAP  Transactional GAAP  Section 3855 

  NAV Adjustment NAV  NAV NAV  Adjustment 

Series A 88,829,260 (427,366) 88,401,894  7.15 7.11  (289,286) 

Series B 154,532,920 (743,208) 153,789,712  7.15 7.11  (572,288) 

Series F 15,447,855 (74,640) 15,373,215  7.27 7.24  (32,305) 

Total Net Asset Value 258,810,035 (1,245,214) 257,564,821     (893,879) 
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