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LETTER TO SHAREHOLDERS

Dear Shareholder,

The fiscal year ending August 31, 2009 was marked by continuing challenges for Axis Investment Fund Inc. (the “Fund”).
During the year, the Fund continued to experience difficulties with its portfolio companies. The on-going financial crisis and
economic downturn have made it extremely difficult for many early stage companies to raise the necessary funding to continue
their operations. As venture capital financing has become increasingly scarce along with the continuing macro-economic
problems, the valuations placed on early stage companies have declined precipitously. The Fund has been unable to participate
in the follow-on financings of its portfolio companies because of its need to preserve cash resources. In addition, many of the
companies held by the Fund which have had difficulty in reaching desired revenue targets found their problems exacerbated
by the current economic and financial crisis. As a result, the Fund has experienced dilution of its investment positions and
the steady erosion of the valuation of its portfolio.

During the year, the net assets of the Fund declined by 44.65% from approximately $5.06 million to approximately $2.8
million. The Fund’s trading share price fell from $4.02 to $2.27 for Class A Series I and from $3.80 to $2.13 for Class A
Series II Shares. The decline in the net asset value of the Fund resulted from the continued weakness of the Fund’s portfolio
investments and revaluations required as a result of new financings which diluted the Fund’s holdings.

As a result of the continuing problems facing the Fund including adverse market conditions for venture investments, difficulty
in raising additional capital in the Fund and the anticipated redemption requests, the Board of Directors of the Fund decided
to halt redemptions and subscriptions. The Board of Directors believes that this decision is in the best interests of all the

shareholders and is exploring strategic options for the Fund to optimize returns to shareholders.

On behalf of the Management and Board of Directors of the Fund we thank you for your continued support and patience
during these tough economic and market conditions.

Yours truly,

John M.A. Richardson
Chief Executive Officer
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For the year ended August 31,2009

/ INTRODUCTORY NOTE

This annual Management Report of Fund Performance
(MREP) contains financial highlights but does not contain the
complete annual financial statements of the Fund. Those
annual financial statements are included in the Fund’s 2009
Annual Report, of which this MRFP forms a part. You can
also get a copy of the annual financial statements at your
request, and at no cost, by calling toll-free 1-888-888-3863, by
writing to us at 15 Toronto Street, Suite 400, Toronto, Ontario
MS5C 2E3 or by visiting our website at www.axisfunds.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 and its proxy voting disclosure record.

/ MANAGEMENT DISCUSSION
OF FUND PERFORMANCE

Investment Objectives and Strategies

The Fund is a venture capital investment fund registered
as a labour-sponsored investment fund corporation under
the Community Small Business Investment Funds Act
(Ontario). The Fund’s investment objective is to achieve
long-term capital growth through investing in a diversified
portfolio of early stage private companies in the
information technology sector in Ontario. The investment
strategy is to attract and evaluate, through a rigorous due
diligence process, investment opportunities that meet the
investment objectives of the Fund. Management believes
that the information technology sector provides numerous
investment opportunities that have the potential to grow
exponentially and, thereby, allow the Fund to achieve its
investment objectives. Investments are structured in a
manner that will allow the Fund to maximize its return on
those investments, through value creation and liquidity in
a reasonable time frame.

Risk
General

Investing in early stage privately held companies will always
provide a level of risk that is higher than that of later stage
or publicly traded counterparts. There are numerous
reasons for this, such as i) there is often little meaningful
prior performance of the company which is measurable or
predictive of future performance in order to assess future
success, ii) the companies are generally pre-revenue at the
time of the Fund’s investment and continue to be so for a
significant period thereafter. This increases the company’s
exposure to changing market conditions and external
events that can significantly hamper a company’s ability to
generate profits, and iii) there is generally not a clear
liquidity event for the Fund at the time of investment.
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Liquidity

In the past, the Fund has provided its portfolio companies
with their planned investment dollars based on satisfying
various performance milestones. New sales of Fund shares
have been less than in prior years. This has resulted in a
reduction in available cash that may be required in the
future to make follow-on investments in the current
portfolio. Should the Fund be unable to participate in its
follow-on obligations, the effect on the value of the
underlying asset could be impaired.

Valuation

The Fund estimates the fair value of its assets for which
there is no published market. The valuation process is
based on inherent uncertainties and the resulting values
may differ from values that would have been used had a
ready market existed for the investments. To the extent that
these valuations are too high, a new shareholder investment
will provide a benefit to existing investors; similarly, to the
extent these valuations are too low, existing investors will
suffer a dilution in the value of their shares.

Redemptions

The Fund intends to maintain, at all times, sufficient liquid
assets to honour redemption requests up to 20% of the
trading net asset value of the Fund as of the last day of the
preceding financial year. However it cannot guarantee that
it will honour all redemption requests at the time they are
made. The Fund may suspend redemptions for substantial
periods of time. Where a redemption request is not
honoured in one year, it will be made as of the first day of
the next financial year of the Fund subject to the 20% limit
above. The Fund’s ability to satisfy redemption requests on
an ongoing basis will be influenced by a variety of factors,
including the level of redemption requests experienced by
the Fund, the effect of such requests upon the liquid assets
of the Fund, and the ability of the Fund to generate and
retain liquid assets.

Recent Developments

On September 1, 2008, the Fund adopted the Canadian
Institute of Chartered Accountants (“CICA”) Handbook
Section 3862, “Financial Instruments — Disclosures”
(“Section 3862”) and Section 3863, “Financial Instruments
— Presentation”. These new standards establish enhanced
disclosure and presentation requirements of financial
instruments. The standards include new requirements to
quantify certain risk exposures and to provide sensitivity
analysis for certain risks.
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MANAGEMENT DISCUSSION
OF FUND PERFORMANCE (Contd.)

On May 29, 2009 the CICA issued amendments to
Section 3862 (“3862 Amendments”). As a result of these
amendments, the Fund will be required to classify fair value
measurements using a fair value hierarchy that reflects the
significance of the inputs used in making the
measurements (Level 1, Level 2 and Level 3 inputs as
defined in the standard). The 3862 Amendments are
applicable for years ending after September 30, 2009. As a
result, the Fund will be implementing the 3862
Amendments in the financial statements for the year
ending August 31, 2010. Based upon its initial review, the
Manager believes the 3862 Amendments will not affect the
valuation of assets and liabilities held by the Fund, but will
result in enhanced and increased disclosure requirements.

The Fund has also adopted CICA Handbook Section
1535, “Capital Disclosures”, which establishes standards
for the disclosure of information about an entity’s capital
and how it is managed.

The Canadian Accounting Standards Board has confirmed
January 1, 2011 as the date International Financial
Reporting Standards (“IFRS”) will replace current
Canadian standards and interpretations as Canadian
GAAP for publicly accountable enterprises such as
investment funds and other reporting issuers. The
Canadian Securities Administrators (the “CSA”) has
issued CSA Staff Notice 52-320, which requires the
Manager to provide progress updates on the changeover
plan to the new reporting standards at each interim and
annual reporting period up until the changeover date. The
Fund is developing a changeover plan to meet the timeline
published by the CICA. The key elements of the plan
include the disclosures of the qualitative and quantitative
impact, if any, in the 2010 financial statements and
preparation of the 2011 financial statements in accordance
with IFRS. The Manager anticipates there will be changes
to the financial statements but the impact, if any, cannot
be reasonably estimated at this time. The Manager does
anticipate an increase in disclosure resulting from the
adoption of IFRS and is continuing to assess the level of
disclosure required as changes required to gather and
process the required information.

On January 20, 2009, the CICA issued Emerging Issues
Committee Abstract 173, “Credit Risk and the Fair Value
of Financial Assets and Financial Liabilities” (“EIC-173”).
EIC-173 supplements CICA Handbook Section 3855
wherein it states that fair value takes into account the credit
quality of a financial instrument. The EIC affirms that an
entity’s own credit risk (in the case of financial liabilities)
and a counterparty’s credit risk (in the case of financial
assets) should be taken into account in determining the fair
value of financial assets and financial liabilities, including
derivative instruments. The Manager has reviewed its
policies over the valuation of assets and liabilities and
believes that the fair value ascribed to the financial assets
and financial liabilities in these financial statements
incorporate appropriate levels of credit risk.

On November 6, 2009, the Fund announced that it has
halted redemptions and subscriptions of shares of the Fund
while the Board of Directors explores strategic options to
maximize returns for all the Fund’s shareholders. The
decision by the Board of Directors follows careful
consideration of the current liquidity situation, continuing
adverse market conditions and the anticipated requests for
redemptions from Class A Shareholders.

Related Party Transactions

B.E.S.T. Investment Counsel Limited (the “Manager”) as
well as the Independent Union of Defence Contractors
(the “Sponsor”) are deemed to be related parties of the
Fund. Please refer to the section titled “Management Fees”
which outlines the fees paid to these related parties during
the year. John Richardson, the Chief Executive Officer of
the Fund, is a director of, officer of and indirectly controls
the Manager.

Results of Operations

Financial results

The Fund reported a decrease in net assets from operations
in the amount of $2,212,604 for the year ended August 31,
2009. Most of this decrease is due to realized losses of
$960,766 from the sale of investments and unrealized
losses of $943,934 on the Fund’s portfolio. This significant
decline in the valuation of the Fund’s portfolio was the
result of adjustments to the valuations for several
companies due to dilution resulting from follow-on
financing or adjustments due to persistent under
performance compared to expectations.

Interest and other income decreased during the year ended
August 31, 2009 from $86,464 last year to $17,651 for
fiscal 2009. The lower interest income is a result of lower
balances of interest earning securities and lower interest
rates paid on these securities. Total expenses for the year
ended August 31, 2009 decreased to $325,555 from
$645,546 last year. The decline resulted from lower
expenses in almost all categories. Management fees,
administration fees, sponsor fees and selling expenses were
lower due to the lower average net asset value of the Fund.

During the year ended August 31, 2009, the Fund reported
sales (net of commissions) of Class A Shares of $8,255 and
redemptions of $53,808. This compares to the same period
last year when the Fund reported sales (net of commissions)
of Class A Shares of $54,739 and redemptions of
$107,166.

The Fund did not make any new or follow-on venture
investments during the period. The Fund was able to divest
of its holdings in several short-term investments including
its interest in a Bell Canada note.
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/ 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 years.
Fund’s Net Assets per Share:"
2009 2008 2007 2006 2005
Series 1 Series 2 | Series 1 Series 2 | Series 1 Series 2 | Series 1 Series 2 | Series 1~ Series 2
$ $ $ $ $ $ $ $ $ $
Net Assets, beginning of year 3.94  3.64 856 7.95 9.64 892 | 11.07 10.25 1210 11.87
Increase (decrease) from operations:
— total revenues 0.01 0.01 0.06  0.06 (0.03)  (0.02) 0.45 0.42 0.42 0.39
— total expenses (0.26) (0.23) (0.52)  (0.46) (0.64)  (0.56) (0.67) (0.58) (0.74)  (0.65)
— realized gains (losses)
for the year (0.74)  (0.70) (1.59)  (1.50) 0.00 0.00 0.00 0.00 0.00 0.00
— unrealized gains (losses)
for the year (0.73)  (0.69) (2.56)  (2.41) (0.41)  (0.38) (1.20)  (1.14) (0.13)  (0.12)
— performance fees 0.00  0.00 0.00  0.00 0.00  0.00 0.00  0.00 0.08 0.07
Total increase (decrease)
from operations® (1.72)  (1.61) (4.61) (431 (1.08)  (0.96) (1.42) (1.30) (0.38)  (0.30)
Total distributions 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Net Assets, end of year 223 2.03 3.94  3.64 856 7.95 9.64 892 11.07  10.25

Notes:
(1) The information is derived from the Funds audited annual financial statements. The net assets per series presented in the financial statements differs from the
net asset value calculated for fund pricing purposes. An explanation of these différences can be found in the notes to the financial statements.

(2) Net assets and distributions are based on the actual number of shares outstanding at the relevant time. The increaseldecrease from operations is based on the

weighted average number of shares outstanding over the financial period. As a result, the table is not intended to and will not necessarily reconcile opening
and closing net assets.
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FINANCIAL HIGHLIGHTS (Contd.)
Ratios and Supplemental Data:
2009 2008 2007 2006 2005

Series 1 Series 2| Series 1 ~ Series 2| Series 1  Series 2| Series 1 ~ Series 2| Series 1~ Series 2

Net Asset Value! $849,662 $2,064,717 | $1,524,907 $3,725,542 | $3,328,762 $8,048,234 | 83,737,524 89,097,786 | $4,272,942 $10,043,955
Number of shares outstanding 373928 968,748 | 378,938 980,466 383,679 984,041 | 381,458 987,931 378,954 945734
Management expense ratio

— operating expenses only” 877%  8.33% 7.38%  6.88% 6.69%  6.19% 6.13% 5.64% 6.53% 6.12%

Management expense ratio
after operating expenses

and commissions® 8.78% 8.35% 7.41% 6.96% 6.78% 6.28% 6.33% 6.21% 7.19% 8.17%
Management expense ratio before

waivers or absorptions” 8.78% 8.35% 7.41% 6.96% 6.69% 6.19% 6.33% 6.21% 7.19% 8.17%
Trading expense ratio 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Portfolio turnover rate® 0.00% 0.00% 6.14% 6.14% 0.59% 0.59% 6.58% 6.58% 0.00% 0.00%
Net Asset Value per share,

end of year $2.27 $2.13 $4.02 $3.80 $8.68 $8.18 $9.80 $9.21 $11.28 $10.62
Notes:

(1) This information is provided as at and for the year ended August 31 of the year shown.

(2) Management expense ratio is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as an
annualized percentage of the daily average net asset value during the year.

(3) The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net asset value
during the year.

(4) The Fundss portfolio turnover rate indicates how actively the Funds portfolio advisor 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 a year. The higher the Fund’s portfolio turnover rate in a year
the greater the trading costs payable by the Fund, 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.

Management and Performance Fees and Sponsor Fees

The Fund has entered into an agreement with the Manager to provide, or cause to be provided, management, registrar,
transfer agency, sales and marketing, fund accounting and liquid portfolio management services. In consideration for
these services, the Fund pays the Manager 4% per year of the “trading” net asset value of the Fund. This is calculated and
paid monthly based on the “trading” net asset value on the last day of each month. The Manager is also entitled to an
annual performance fee equal to 25% of the amount by which the net revenue from the investments in eligible businesses
in each financial year exceeds a specified threshold for that financial year. To the extent that net revenue in any given year
does not exceed the threshold, then the amount by which net revenue falls below the threshold will be carried forward
and deducted from net revenue in the next year.

The Sponsor is paid an annual fee equal to 0.15% of the “trading” net asset value of the Fund to a maximum of $105,000
per year.

PAST PERFORMANCE

General

Since inception of the Fund, there have been no Past performance of the Fund does not necessarily
distributions paid or reinvested by the Fund. indicate how it will perform in the future.

The performance information that follows does not
take into account sales, redemptions, distribution, or
other optional charges that would have reduced returns
or performance.
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PAST PERFORMANCE (Contd.)
Year-by-Year Returns

The following chart provides an overview of the
performance of each Series of shares offered by the Fund.
The Series I shares opened at $10.00 per share on March 1,
2002, while the Series II shares opened at $12.24 on
December 5, 2002.

The chart also shows, in percentage returns, how much an
investment made on the first day of each financial year
would have grown or decreased by the last day of each
financial year and the year ended 2009.

Annual Compound Return

-10.00
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-40.00 [~
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Year-by-Year Returns

10.00 =

0.00

. Series |

-43.53-43.95

5000 = [ Series 11
-60.00

-53.69-53.55

2002 2003 2004 2005 2006 2007 2008 2009

Globe Fund Retail Globe Fund Retail
Venture Capital Venture Capital
Series 1 Peer Index Series 11 Peer Index

For the year ended For the year ended
August 31, 2009 -43.53% -15.85% August 31, 2009 -43.95% -15.85%
For the past three years ~ -38.56% -6.58% For the past three years ~ -38.59% -6.58%
For the past five years -28.11% -4.53% For the past five years -28.39% -4.53%
Since Inception -19.74% -3.69% Since Inception -21.89% -3.37%

The Globe Fund Retail Venture Capital Peer Index is an equally weighted average of mutual funds within the Retail Venture

Capital Investment Fund asset class.

SUMMARY OF INVESTMENT PORTFOLIO

Summary of Portfolio Companies

VENTURE INVESTMENTS
(81.87%)*

Maturity date/
Expiration date

FIXED-TERM INVESTMENTS
(16.07%)*

Brookfield Asset Mgmt Inc.

Discount Note, 0.65% September 21, 2009
PUBLIC COMPANY INVESTMENTS (4.96%)*

BSM Technologies Inc., Common Shares

VENTURE INVESTMENTS
(81.87%)*

Maturity date

Maturity date/
Expiration date

AppZero (formerlyTrigence Corp.)
— Common shares

— Class A Preferred shares

BluePrint Software Systems Inc.
(formerly Sofea Inc.)
— Class B Preferred shares

Elliptic Semiconductor Inc.
— Class A Common shares

— Class A-1 Preferred shares
— Class A-2 Preferred shares

* Percentage of total net assets
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Grantium Inc. (formerly Infoterra Inc.)
— Class A Preferred shares

— Class B Preferred shares
— Common shares

Gridlron Software Inc.

— Class A Exchangeable shares

— Series A Special Voting shares
— Special Voting Shares

— Exchangeable Common Shares
— Special Voting Common Shares
— Share Purchase Warrant

February 10, 2010

Liquid Computing Inc.
— Exchangeable common shares

— Special Voting shares
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SUMMARY OF INVESTMENT PORTFOLIO (Contd.)

This summary of the portfolio investments of the Fund
will change due to the on-going transactions in the Fund.
The summary will be updated on a semi-annual basis.

The following graphs provide a breakdown of the Fund’s

investment portfolio from several perspectives:
* Figure 1 — An overall position of its portfolio investments.

* Figure 2 — A breakdown of the portfolio by aggregate
security type, to allow a reader to understand the type
of securities being issued to the Fund by the underlying
portfolio company. Interest revenue is normally
generated from debt securities only. The preferred
shares generally hold ranking priority over common
shares and their terms can vary widely.

* Figure 3 — The portfolio broken down by technology sub-
sector. These sub-sectors can all be found within the
Information Technology sector as a whole and many of
them can be a combination of one sub-sector (i.e.
hardware/software solutions).

FIGURE 1

Situation Analysis (in Millions)
August 31, 2009

Public companies
(at market value)

$0.01M (1%)

Liquid
investments
(at market value)

$0.45M (16%)

Venture investments
(at market value)

$2.30M (83%)

FIGURE 2

Investment by Security Type
August 31, 2009

Common shares
21%

Preferred shares

79%

FIGURE 3

Sector Distribution
August 31, 2009

Computer Systems

37%

Computer Software
63%
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The accompanying financial statements of Axis Investment Fund Inc. and other
financial information contained in the annual report are the responsibility of
management. The financial statements have been prepared by management in
accordance with Canadian generally accepted accounting principles using
management’s best estimates and judgments, where appropriate.

Management has established a system of internal accounting and administrative
controls to provide reasonable assurance that assets are safeguarded from loss or
unauthorized use and financial records are properly maintained for the preparation
of reliable financial statements.

The Board of Directors discharges its responsibility for the financial statements
directly and through its Audit Committee. The Board of Directors has the
responsibility for determining the value of the Fund’s investments and the net asset
value of the Fund on a consistent basis. The Board of Directors obtains, from its
auditors, a report on the reasonableness of the valuation of the Fund's investments.
The Audit Committee meets with management and with the external auditors to
discuss the results of the audit examination with respect to the adequacy of internal
accounting controls and to review the financial statements of the Fund. The
external auditors have unrestricted access to the Audit Committee. The Audit
Committee also considers, for review by the Board of Directors and approval by
the shareholders, the engagement or re-appointment of the external auditors.

The accompanying financial statements have been approved by the Board of
Directors and have been audited by PricewaterhouseCoopers LLE, Chartered
Accountants, in accordance with Canadian generally accepted auditing standards,
on behalf of the shareholders. The auditors’ report outlines the scope or their audit
and their opinion on the financial statements.

John M.A. Richardson Thomas W.R. Lunan
Chief Executive Officer Chief Financial Officer




October 30, 2009
(except as to note 9, which is as of November 6, 2009)

To the Shareholders of Axis Investment Fund Inc.:

We have audited the statement of investment portfolio of Axis Investment Fund Inc. (the Fund) as at August 31, 2009, the
statements of net assets as at August 31, 2009 and 2008 and the statements of operations, changes in net assets and cash flows
for the years then ended. These financial statements are the responsibility of the Fund’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Fund as at August
31, 2009 and 2008 and the results of its operations, the changes in its net assets and its cash flows for the years then ended
in accordance with Canadian generally accepted accounting principles.

%W&m/&ﬁ 2L~

Chartered Accountants, Licensed Public Accountants
Toronto, Ontario



/ Statements of Net Assets

e

As at August 31, 2009 and 2008 2009 2008
ASSETS
Investments — at fair value (cost $8,930,522; 2008 — $10,323,320) $ 2,880,532 $ 5,217,264
Cash 32,093 8,832
Accrued Interest 96 47
2,912,721 5,226,143
LIABILITIES
Accounts payable and accrued liabilities 110,600 160,417
Redemptions payable 2,674 8,122
113,274 168,539
NET ASSETS $ 2,799,447 $ 5,057,604
Net assets per class/series
Class A, Series I Shares $ 834,214 $ 1,493,937
Class A, Series II Shares $ 1,965,233 $ 3,563,667
Class B Shares — -
Number of shares outstanding (note 3)
Class A, Series I Shares 373,928 378,938
Class A, Series II Shares 968,748 980,466
Class B Shares 10 10
Net asset per share (note 5)
Class A, Series I Shares $ 2.23 $ 3.94
Class A, Series 1I Shares $ 2.03 $ 3.64
Class B Shares NIL NIL

Approved by the Board of Directors

o =
- —
I

-

20

George R. Paterson, Director David A. Copeland, Director

The accompanying notes are an integral part of these financial statements.
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/ Statements of Operations

For the years ended August 31, 2009 and 2008 2009 2008
INCOME
Interest and other income $ 17,651 $ 86,464
17,651 86,464
EXPENSES
Management fees (note 4) 106,176 287,189
Audit fees 68,190 100,404
Administration fees (note 4) 35,392 95,729
Legal fees 46,995 69,249
Directors’ fees and expenses (note 4) 44,998 55,149
Selling expenses (note 4) 5,057 14,048
Sponsor fees (note 4) 5,771 13,828
Custodian fees 7,840 7,380
Independent review committee fees 3,538 2,371
Filing and other fees 1,598 199
325,555 645,546
Net investment loss for the year (307,904) (559,082)
Realized loss and unrealized depreciation on investments
Realized loss on sale of investments (960,766) (2,079,968)
Unrealized depreciation of investments (943,934) (3,360,327)
(1,904,700) (5,440,295)

Decrease in net assets from operations

$ (2,212,604)

$(5,999,377)

Decrease in net assets from operations
Class A, Series I shares
Class A, Series II shares

Decrease in net assets from operations per share
Class A, Series I shares
Class A, Series II shares

The accompanying notes are an integral part of these financial statements.

$ (648,043)
$ (1,564,561)

$ (1.72)
$ (1.61)

$(1,760,523)
$(4,238,854)

$ (4.61)
$ (4.31)



/ Statements of Changes in

For the years ended August 31, 2009 and 2008

2009

2008

Net Assets — Beginning of year

Class A, Series I shares $ 1,493,937 $ 3,283,145
Class A, Series II shares 3,563,667 7,827,265
5,057,604 11,110,410
Section 3855 Adjustment to beginning of year
Class A, Series I shares - (345)
Class A, Series II shares - (657)
- (1,002)
Decrease in net assets from operations per series
Class A, Series I shares (648,043) (1,760,523)
Class A, Series II shares (1,564,561) (4,238,854)
(2,212,604) (5,999,377)
Capital Transactions
Proceeds from issue
Class A, Series I shares 3,812 13,632
Class A, Series II shares 5,131 47,106
Commissions paid to agents, Class A, Series I shares (151) (818)
Commissions paid to agents, Class A, Series II shares (537) (5,181)
Payments on redemption
Class A, Series I shares (15,341) (41,154)
Class A, Series II shares (38,467) (66,012)
(45,553) (52,427)
Decrease in net assets from capital transactions
Class A, Series I shares (11,680) (28,340)
Class A, Series 1I shares (33,873) (24,087)
(45,553) (52,427)
Total decrease in net assets
Class A, Series I shares (659,723) (1,789,208)
Class A, Series II shares (1,598,434) (4,263,598)
(2,258,157) (6,052,8006)
Net Assets — End of year
Class A, Series I shares 834,214 1,493,937
Class A, Series II shares 1,965,233 3,563,667
$ 2,799,447 $ 5,057,604

The accompanying notes are an integral part of these financial statements.
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/ Statements of Cash Flows

For the years ended August 31, 2009 and 2008

2009

2008

/

Cash flows from (used in)
Operating activities
Decrease in net assets from operations $(2,212,604) $(5,999,377)
Unrealized depreciation on investments 943,934 3,360,327
Realized loss on sale of investments 960,766 2,079,968
Net change in non-cash balances related to operations (55,314) 116,261

(363,218) (442,821)
Investing activities
Purchase of marketable securities (4,096,950) (199,907)
Purchase of venture investments - (497,757)
Proceeds on the maturity of marketable securities 3,647,207 199,907
Proceeds on sale of fixed-term securities 881,775 543,460
Proceeds on the sale of venture investments - 354,186

432,032 399,889
Financing activities
Proceeds from issue of Class A shares, Series I 3,812 13,632
Proceeds from issue of Class A shares, Series IT 5,131 47,106
Amounts paid for Class A Shares, Series I redeemed (15,341) (41,154)
Amounts paid for Class A Shares, Series II redeemed (38,467) (66,012)
Commissions paid related to the sale of Class A shares (688) (5,999)

(45,553) (52,427)

Increase (decrease) in cash during the year 23,261 (95,359)
Cash at the beginning of the year 8,832 104,191
Cash at the end of the year $ 32,093 $ 8,832

The accompanying notes are an integral part of these financial statements.
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As at August 31, 2009 Par Value Maturity Date Cost Fair Value /
FIXED-TERM INVESTMENTS (16.07%)*
Brookfield Asset Management Inc.
Discount Note (0.65%) 450,000  September 21, 2009 449,744 $ 449,744
Total fixed-term investments 449,744 $ 449,744
Total marketable securities 449,744 $ 449,744
Par Value/
As at August 31, 2009 Number of Shares Maturity Date Cost Fair Value /
PUBLIC COMPANY INVESTMENTS (4.96%)*
BSM Technologies Inc., Common Shares 1,849,900 258,986 $ 138,743
Total public company investments 258,986 $ 138,743
Par Value/ Maturity Date/

As at August 31, 2009 Number of Shares Expiration Date Cost Fair Value /
VENTURE INVESTMENTS (81.87%)*
AppZero (formerly Trigence Corp.)

— Common shares 42,942 11

— Class A Preferred shares 1,519,099 1,519,099
BluePrint Software Systems Inc. (formerly Sofea Inc.)

— Class B Preferred shares 1,771,756 1,481,187
Elliptic Semiconductor Inc.

— Class A Common shares 225,365 21,000

— Class A-1 Preferred shares 792,040 250,000

— Class A-2 Preferred shares 2,698,393 732,978
Grantium Inc. (formerly Infoterra Inc.)

— Class A Preferred shares 400,000 250,000

— Class B Preferred shares 30,233,454 943,555

— Common Shares 8,661,905 2
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/ Statement of Investment P )

Par Value/ Maturity Date/

As at August 31, 2009 Number of Shares Expiration Date Cost Fair Value /
VENTURE INVESTMENTS (Contd.)
Gridlron Software Inc.

— Class A Exchangeable Shares 1,079,507 400,000

— Series A Special Voting Shares 1,079,507 -

— Special Voting Shares 1,469,499 -

— Exchangable Common Shares 389,992 550,000

— Special Voting Common Shares 389,992 -

— Share Purchase Warrant 25,105 February 10, 2010 -
Liquid Computing Inc.

— Exchangeable common shares 10,583,724 2,073,960

— Special Voting shares 10,583,724 -
Total venture investments $ 8,221,792 $2,292,045
Total investments (102.90%)* $ 8,930,522 $ 2,880,532
Other net liabilities (2.90%)* (81,085)
Total net assets $ 2,799,447

* Percentages shown relate investments at fair value to total net assets.

The accompanying notes are an integral part of these financial statements.
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Notes to the Financial Statements

As at August 31,2009 and 2008

1. FUND STATUS AND OPERATIONS

Axis Investment Fund Inc. (the “Fund”) was incorporated
under the laws of Canada by articles of incorporation dated
October 29, 2001. The Fund is registered as a labour-
sponsored investment fund corporation under the
Community Small Business Investment Funds Act, 1992
(Ontario) (the “Ontario Act”) and is a prescribed labour-
sponsored venture capital corporation under the Income Tax

Act (Canada) (the “Federal Act”).

The sponsor of the Fund is the Independent Union of
Defence Contractors (the “Sponsor”).

The Federal and Ontario Acts allow an individual to invest in
Class A shares of the Fund and to obtain personal income tax
credits. The Fund makes investments in eligible businesses
engaged in the information technology sector with the
objective of achieving long-term capital appreciation.

The Ontario Government announced on August 29, 2005
that it would end its involvement in the Labour Sponsored
Investment Fund (“LSIF”) tax credit program and phase out
the 15% tax credit by the end of the 2010 taxation year. On
December 13, 2007, the Ontario government introduced
proposed amendments to the Ontario Act which extend the
phase-out of the Ontario Credit to the end of the 2011
taxation year.

2. ACCOUNTING POLICIES

These financial statements have been prepared by
management in accordance with Canadian generally accepted
accounting principles (“GAAP”).

Adoption of new accounting standards

On September 1, 2008, the Fund adopted the Canadian
Institute of Chartered Accountants (“CICA”) Handbook
Section 3862, “Financial Instruments — Disclosures” and
Section 3863, “Financial Instruments — Presentation”. These
new standards establish enhanced disclosure and presentation
requirements of financial instruments. The standards include
new requirements to quantify certain risk exposures and to
provide sensitivity analysis for certain risks. The impact of these
standards is disclosed in Note 7 of these financial statements.

The Fund has also adopted CICA Handbook Section 1535,
“Capital Disclosure”, which establishes standards for the
disclosure of information about an entity’s capital and how it
is managed. The impact of this standard is disclosed in Note
3 of these financial statements.

a) Net Asset Value (“NAV”)

The NAV is calculated on each valuation date for each series
of Class A shares. The NAV of a particular series of shares is
computed by calculating the value of that series’
proportionate share of the assets and liabilities of the Fund
common to all series less the liabilities of the Fund
attributable only to that series. Expenses directly attributable
to a series are charged to that series. Assets, common
liabilities, revenues and other expenses are allocated
proportionately to each series based upon the relative net
assets of each series.
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b) Valuation policies

Marketable Securities

Short-term investments, which have a term to maturity of
less than one year, are valued at fair value. Fixed-term
investments and marketable securities are valued based on
closing bid prices. Purchases and sales of marketable
securities are recorded on a trade date basis.

Venture Investments

Venture investments are recorded at their estimated fair
value determined on a going concern basis, or if
appropriate, assuming an orderly disposition over a
reasonable period of time. Fair value is defined as the
amount of the consideration that would be agreed upon
in an arm’s length transaction between knowledgeable,
willing parties who are under no compulsion to act. Fair
value is determined using the appropriate valuation
methodology after considering the history and nature of
the business, operating results and financial conditions,
the general economic and market conditions, capital
market and transaction market conditions, independent
valuations of businesses, contractual rights relating to the
investment, public market comparable transactions and
other pertinent considerations.

The process of valuing venture investments is inevitably
based on inherent uncertainties and the resulting values
will differ, perhaps materially, from the amounts
ultimately realized. Also, because these venture
investments have been valued on a going concern basis,
the values may differ materially from those realized on
forced sale or liquidation.

Debt

Debt instruments are valued at their fair value. Accrued
interest or discounts earned are included in interest receivable.

Warrants, Rights and Options

Warrants, rights and options that are publicly traded on a
registered stock exchange having quoted market values are
recorded at values based on their closing bid prices at the
valuation date. Warrants, rights and options which do not
have a public market price will be carried at such
valuation as determined by the application of industry
accepted derivative models such as the Black Scholes
model where appropriate.

¢) Income recognition
Interest and other income are recorded on an accrual basis.
Accrued interest is written off against interest income
when it becomes likely the interest will not be collected.

d) Commissions and service fees
All initial up-front commissions paid on the issue of Class
A shares are recorded immediately as a charge against
share capital. Service fee commissions paid as an on-going
fee as they relate to the Series I shares outstanding are
charged to operations during the year. Refer to Note 4.



Notes to the Financial Statementé;_-

As at August 31,2009 and 2008

2. ACCOUNTING POLICIES (Contd.)
e) Performance fee

As described in Note 4, a performance fee becomes payable
to the Fund’s Manager upon realization of gains on venture
investments beyond a cumulative threshold. Any amount
payable at the financial statement date is recorded as a
liability and expense of the Fund in the period. In addition,
a provision is made for the performance fees that might
become payable at a future date on the realized and
unrealized appreciation in the investment portfolio.

) Management estimates

The preparation of financial statements in accordance with
Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect
the amounts reported in the financial statements and
accompanying notes. While management believes that the
estimates used in preparing its financial statements are
reasonable and prudent, actual results could differ from
these estimates.

g Increase (decrease) in net assets from operations

per share

Increase (decrease) in net assets from operations per share is
disclosed in the Statements of Operations and is
determined by dividing the increase or decrease in net assets
from operations for the year attributable to the series
divided by the average number of shares of the series
outstanding during the year.

b) Transaction Costs

Transaction costs, if incurred, are expensed 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
commissions paid to agents, advisors, brokers and dealers,
levies by regulatory agencies and securities exchanges, and
transfer taxes and duties. The cost of investments for each
security is determined on an average cost basis.

3. SHARE CAPITAL

The following is a description of the authorized and issued
share capital:

Authorized

Unlimited number of Class A shares with discretionary
dividend entitlement, voting, restrictions on transfer and
redemption, entitled to elect three of the directors. The Series I
Class A shares were issued at $10 per share until March 1, 2002
and continuously hereafter at a price equal to the net asset value
per share for that Series. The Series IT Class A shares were issued
at $12.24 per share on December 5, 2002, that being the
current net asset value of the Class A shares at that time and
continuously thereafter at a price equal to the net asset value

per share for that Series. A sharcholder may redeem all or part
of the Class A shares held at the net asset value for the
applicable Series of Class A shares, subject to certain
restrictions. In any fiscal year, the Fund is not required to, but
may, redeem Class A shares having an aggregate redemption
price exceeding 20% of the net asset value of the Fund as at the
last day of the preceding fiscal year. If the Fund does not
redeem Class A shares in the fiscal year requested, it will redeem
those shares in the following fiscal year before it redeems any
other Class A shares that it has been requested to redeem.

A redemption fee is charged in the amount of 0.75% for the
Series I shares and 1.375% of the Series II shares times the
number of years or part years remaining until the eighth
anniversary of the date of issue. The early redemption fee is
recorded as income.

Unlimited number of Class B shares issuable only to the
sponsor of the Fund, no dividend entitlement, voting, entitled
to elect all but three of the directors.

Unlimited number of Class C shares issuable in series,
discretionary dividend entitlement, non-voting, restrictions on
transfer and redemption.
# shares # shares
Aug. 31, Aug. 31,

Issued 2009 2008

Class A shares

Series I

Balance — Beginning of year 378,938 383,679

Issued during the year 554 1,803

Redeemed during the year (5,564)  (6,544)
Balance - End of year 373,928 378,938

Series II

Balance — Beginning of year 980,466 984,041

Issued during the year 1,790 6,913

Redeemed during the year (13,508) (10,488)
Balance - End of year 968,748 980,466
Class B shares

Balance — Beginning of year 10 10
Issued during the year - -
Balance - End of year 10 10

The Fund makes investments in eligible Canadian businesses as
defined in the CSBIF Act with the objective of achieving
maximum long-term capital appreciation. The Manager’s
objective is to invest the Fund’s capital in order to provide a
return to shareholders in accordance with the objectives and
strategy of the Fund. The Fund is not subject to any externally
imposed capital requirements.
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Notes to the Financial Statementé;_-

As at August 31,2009 and 2008

4. FEES AND EXPENSES

Management and administrative fees

The Fund entered into an agreement with Axis Capital
Corporation commencing March 1, 2002 to provide, or
cause to be provided, management, registrar, transfer agency,
sales and marketing, fund accounting and liquid portfolio
management services. Effective December 20, 2007 this
agreement was assigned to B.E.S.T. Investment Counsel
Limited (the “Manager”). In consideration for these services,
the Fund will pay the Manager:

(a) 4% per year of the net asset value of the Fund (3% will be
classified as management fees and 1% will be classified as
administration fees — administration fees consisting of back
office operations, marketing, distribution, shareholder
communications, etc.); and

(b) an annual performance fee equal to 25% of the amount
by which the net revenue from the investments in eligible
businesses in ecach financial year exceeds a specified
threshold for that financial year. To the extent that net
revenue in any given year does not exceed the threshold,
then the amount by which net revenue falls below the
threshold will be carried forward and deducted from net
revenue in the next year.

Sponsor fees

The Sponsor is paid an annual fee equal to 0.15% of the net
asset value of the Fund to a maximum of $105,000 per year.

Commissions and service fees

The Fund pays a commission of 6% to registered dealers on
sale of Series I Class A shares and 11% on the sale of Series I
Class A shares. Commissions on the sale of all Class A shares
paid to dealers during the year ended August 31, 2009
amounted to $688 (2008 — $5,999) and, in accordance with
the Fund’s accounting policy, all of these commissions have
been charged against share capital. The Fund also pays a
service or trailer fee equal to 0.5% per annum of the
“trading” net asset value of the Series I Class A shares of the
Fund to registered dealers. This fee is charged to the
operations of the Fund in accordance with the Fund’s
accounting policy.

Directors’ fees

For the years ending August 31, 2009 and August 31, 2008,
the directors of the Fund agreed to set the annual fee at
$7,000 for each director. The Chairman of the Board of
Directors is entitled to receive an additional annual fee of
$4,000 and the Chairman of the Audit Committee is entitled
to receive an additional annual fee of $2,000.
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5. NET ASSET VALUE RECONCILIATION

Prior to September 1, 2004, the Fund had adopted the
industry practice of amortizing the 6% sales commission paid
on sales of Class A Shares against share capital, and the 5%
additional commission paid on sales of Series II Shares against
income, on a straight line basis over a period of eight years.

As a result of changes in GAAP, financial statements of a
labour-sponsored investment fund for any financial year
beginning on or after October 1, 2003 may not use the
deferral and amortization method in respect of the recording
of sales. Rather, sales commissions paid by labour-sponsored
investment funds to registered dealers must now be recorded
as an immediate charge against the net asset value of the
labour-sponsored investment fund.

The securities regulatory authorities in Ontario have
published rules that require labour-sponsored investment
funds to follow these GAAP requirements for purposes of
their financial statements. For transitional purposes, those
securities regulatory authorities have issued a notice stating
that, in determining the price at which shares of labour-
sponsored investment funds are purchased and redeemed, a
labour-sponsored investment fund may, on certain
conditions, calculate the net asset value of its shares (the
“trading net asset value”) by continuing to defer and amortize
sales commissions paid prior to January 1, 2004, and treating
sales commissions paid on or after January 1, 2004 as an
immediate reduction in the trading net asset value.

In November 2003, the Board of Directors approved to adopt
the transitional provisions afforded to them by the securities
regulatory authorities and beginning September 1, 2004, in
accordance with GAAP, the Fund has charged all existing and
future sales commissions to share capital. However, such
adoption of the transitional rules now results in differences
between the trading net asset value of the Class A Shares and
the net assets of the Class A Shares for purposes of the Fund’s
financial statements (the “GAAP net assets”).



Notes to the Financial Statementé;_-

As at August 31,2009 and 2008

5. NET ASSET VALUE RECONCILIATION (Contd.)

The reconciliation of the net asset value for trading purposes
and GAAP purposes is as follows:

August 31, 2009
Per Share Per Share
Series | Series I~ Series I Series 11 Total
$ $ $ $ $
“GAAP”
Net Assets 223 834,214 2.03 1,965,233 2,799,447

Reconciling items:

— Commissions
deferred prior
to Jan. 1, 2004

— Amortization
of deferred

commissions
Net Asset Value — 2.27

122,848 499,292 622,140

(107,400) (399,808)  (507,208)
849,662 2.13 2,064,717 2,914,379

August 31, 2008

Per Share Per Share
Series | Series I Series II  Series II Total
$ $ $ $ $

“GAAP”

Net Assets 3.94 1,493,937 3.64 3,563,667 5,057,604
Section 3855

Adjustment 133 316 449

Reconciling items:
— Commissions
deferred prior
to Jan. 1, 2004
— Amortization
of deferred

commissions

Net Asset Value

122,848 499,292 622,140

(92,011)
402 1,524,907

(337,733)  (429,744)
3.80 3,725,542 5,250,449

6. INCOME TAXES

The Fund is a registered labour sponsored venture capital
corporation and a mutual fund corporation for the purposes
of the Income Tax Act (Canada). The Fund is required to
calculate income or loss for each taxation year, file income
tax returns and is subject to tax at normal corporate rates for
federal purposes and in the Province of Ontario, its only
permanent establishment.

Any dividends received by the Fund from taxable Canadian
corporations will generally not be subject to tax. Income
taxes payable on capital gains will be fully refundable on a
formula basis when shares of the Fund are redeemed or
capital gains dividends are paid and deemed to be paid by the
Fund to its shareholders.

Both the Income Tax Act (Canada) and the Community
Small Business Investment Funds Act, 1992 (Ontario) set
minimum levels of venture investments for the Fund. If the
minimum level of qualifying venture investments is not met,
the Fund will be subject to defined taxes and penalties. At
August 31, 2009, the Fund has met all the requirements set
out in the Acts.

As at August 31, 2009, the Fund had non-capital losses
available for carry forward of $4,107,140 (August 31, 2008 —
$3,748,483), of which approximately $156,799, $519,082,
$597,886, $554,868, $1,125,539, $768,076 and $384,890
will expire in 2010, 2014, 2015, 2026, 2027, 2028 and 2029
respectively. The Fund also has capital losses of $3,040,735.
The potential income tax benefit of these losses has not been
recognized in these financial statements.

7. FINANCIAL INSTRUMENTS

The Fund makes investments in eligible businesses engaged
in the information technology sector with the objective of
achieving long-term capital appreciation. The Fund’s
financial instruments consist primarily of cash, marketable
securities and venture investments in the early-stage of
development. Venture investments in private companies
consist of convertible debt, equity, or equity equivalents.
These investments in private companies are typically illiquid.
The Fund’s investments are concentrated in the information
technology sector in small and medium sized eligible
businesses. The Fund seeks to reduce the risks typically
associated with such investments by diversifying its portfolio
to various companies, by using a disciplined investment
decision process and by working with investee companies
through, among other things, providing business advice and
other services, aiding in the recruitment process, and helping
in the process of raising additional capital.

Financial Instruments

Assets

Investments held for trading $2,880,532
Cash $ 32,093
Accrued interest receivable at amortized cost  $ 96
Total Assets $2,912,721
Liabilities

Held for trading -
Financial liabilities at amortized cost $ 113,274
Total liabilities $ 113,274

Accrued interest receivable is designated as loans and
receivables and recorded at cost or amortized cost. Similarly
accrued liabilities and redemptions payable are designated as
other financial liabilities at amortized cost.
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Notes to the Financial Statemen

As at August 31,2009 and 2008

7. FINANCIAL INSTRUMENTS (Contd.)

The Fund’s activities expose it to a variety of financial risks:
market risk (including interest rate risk, currency risk and
other price risk), credit risk and liquidity risk. The Manager
seeks to minimize potential adverse effects of these risks on
the Fund’s performance by employing professional
experience, daily monitoring of the Fund’s positions and
market events, by diversifying the investment portfolio
within the constraints of the investment objectives and by
structuring investments to provide the Fund with protection
in the event of problems with the issuer of the security. The
investment portfolio is primarily comprised of small and
medium-sized private Canadian companies which are at an
carly stage of development. Investments of this type, by their
nature, involve a longer investment time horizon than that
which is typical for other types of investments. There is no
assurance that the portfolio companies will be successful in
developing and bringing their products to market in
commercially viable quantities at reasonable costs.

Sensitivity analyses are provided for information purposes
only. In practice, the actual results may differ from the
sensitivity analysis and the differences may be material.

Market Risk

Market risk is the risk that the fair value of financial
instruments will fluctuate due to changes in market factors.
Market risk includes currency risk, interest rate risk and
other price risk. The Fund is exposed to these risks directly
through its financial instruments.

Currency Risk

Currency risk arises from financial instruments that are
denominated in a currency other than the Canadian dollar,
which is the Fund’s functional currency. The Fund is exposed
to the risk that the value of securities denominated in other
currencies will fluctuate due to changes in the exchange
rates. As at August 31, 2009 all of the Fund’s financial
instruments were denominated in Canadian dollars and did
not have exposure to currency risk.

/ 20

Interest Rate Risk

Interest rate risk arises on interest-bearing financial
instruments held in the investment portfolio such as bonds
and debentures. The Fund is exposed to the risk that the
value of interest-bearing financial instruments will fluctuate
due to changes in the prevailing levels of market interest rates.
The table below summarizes the Fund’s exposure to interest
rate risks. It includes the Fund’s assets and trading liabilities,
categorized by the earlier of contractual re-pricing or
maturity dates.

Less than  Non-interest
1 year bearing Total
Investments $449,744  $2,430,788 $2,880,532
Cash $32,093 $32,093
Other assets $96 $96
Liabilities $113,274 $113,274

As at August 31, 2009, had prevailing interest rates raised or
lowered by 1.00%, with all other variables held constant, net
assets would have decreased or increased, respectively, by an
immaterial amount.

Other Price Risk

Other price risk is the risk that the value of financial
instruments will fluctuate as a result of changes in market
prices (other than those arising from interest rate risk or
currency risk), whether caused by factors specific to an
individual investment, its issuer, or other factors affecting all
instruments traded in a market or market segment. All
securities present a risk of loss of capital. The Manager
moderates this risk through careful selection of securities and
other financial instruments within the parameters of the
investment strategy. The maximum risk resulting from financial
instruments is equivalent to their fair value. The Fund’s equity
instruments are susceptible to market price risk arising from
uncertainties about future prices of the instruments.

The Statement of Investment Portfolio groups securities by
asset type and market segment.

If equity prices on the Toronto Stock Exchange had increased
or decreased by 5%, all other variables held constant, the net
assets of the Fund attributed to public portfolio companies
would have increased or decreased, respectively, by
approximately $6,937 (approximately 0.25% of total net
assets) as at August 31, 2009.

The Fund’s venture investments (unlisted) are susceptible to
market price risk arising from uncertainties about future values
of the investment securities. The Fund’s Manager provides the
Fund with investment advice and its portfolio companies with
business advice to limit and manage market risk.
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7. FINANCIAL INSTRUMENTS (Contd.)

If the value of the Fund’s venture investments (unlisted)
increased or decreased by 5% all other variables held constant,
the net assets of the Fund would have increased or decreased,
respectively, by approximately $114,602 (approximately
4.10% of total net assets) as at August 31, 2009.

Credit Risk

Credit risk is the risk that a counterparty to a financial
instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund. The fair
value of debt securities includes consideration of the credit
worthiness of the debt issuer. The carrying amount of the
investments as presented in the Statement of Investment
Portfolio represents the maximum credit risk exposure as at
August 31, 2009.

Cash consists of highly liquid temporary deposits with
Canadian banks.

All transactions in listed securities are settled/paid for upon
delivery using approved brokers. The risk of default is
considered minimal as delivery of securities sold is only made
once the broker has received payment. Payment is made on a
purchase once the securities have been received by the broker.
The trades will fail if the other party fails to meet its
obligations. All transactions in private issuers are settled/paid
for upon delivery using a third party agent such as a law firm
as an intermediary. The risk of default is considered minimal
as delivery of the securities sold is only made once the agent or
legal counsel acting as the intermediary has received payment.

The Fund’s financial assets exposed to credit risk were
concentrated as followings:

Asset Security Counterparty ~ Amount
Cash CIBC Mellon $32,093
Fixed-term Commercial Brookfield Asset
investments Paper  Management Inc,,

rated R2  Discounted Note — $449,744
Total cash
and fixed-term
investments $481,837

Credit risk arising on fixed-term investments is mitigated by
investing primarily in rated instruments of R2 for
commercial paper instruments or by investing in fixed-term
investments which are secured by a general security
agreement on the assets of the issuing portfolio company.

Other than outlined above, there were no significant concen-
trations of credit risk to counterparties at August 31, 2009.

Liquidity Risk

The Fund is exposed to daily cash redemptions of redeemable
shares. Therefore, the Fund invests a portion of its assets in
investments that are traded in an active market and can be
readily disposed of and the Fund retains sufficient cash and
cash equivalent positions to maintain liquidity. In any financial
year, the Fund is not required to redeem shares having an
aggregate redemption price exceeding 20% of the net asset
value of the Fund calculated on the last day of the preceding
financial year end and may suspend redemptions for substantial
periods of time in such circumstances. Rules directed at
ensuring liquidity and diversification of investments and
certain other investment restrictions and practices normally
applicable to mutual funds do not apply to the Fund.

8. RECENT ACCOUNTING PRONOUNCEMENTS

On May 29, 2009 the CICA issued amendments to Section
3862 (“3862 Amendments”). As a result of these amendments,
the Fund will be required to classify fair value measurements
using a fair value hierarchy that reflects the significance of the
inputs used in making the measurements (Level 1, Level 2 and
Level 3 inputs as defined in the standard). The 3862
Amendments are applicable for years ending after September
30, 2009. As a result, the Fund will be implementing the 3862
Amendments in the financial statements for the year ending
August 31, 2010. Based upon its initial review, the Manager
believes the 3862 Amendments will not affect the valuation of
assets and liabilities held by the Fund, but will result in
enhanced and increased disclosure requirements.

9. SUBSEQUENT EVENTS

On November 6, 2009, the Fund announced that it has
halted redemptions and subscriptions of shares of the Fund
while the Board of Directors explores strategic options to
maximize returns for all the Funds shareholders. The
decision by the Boards of Directors follows careful
consideration of the current liquidity situation, continuing
adverse market conditions and the anticipated requests for
redemptions from Class A Shareholders.
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