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Management Report of Fund Performance 
As at December 31, 2007 
Global Dividend Fund 
 
This Management Report of Fund Performance contains financial highlights but does not contain the 
complete annual financial statements of the Fund. You can get copy of the annual financial statements at 
your request, and at no cost, by calling 1 (866) 745-5545 ext. 3173, by writing to us at frontierAlt Capital 
Corporation, 350 Bay Street, Suite 1300, Toronto, Ontario, M5H 2S6 or by visiting our website at 
www.frontieralt.com or SEDAR at www.sedar.com.  
 
Security holders may also contact us using one of these methods to request a copy of the investment fund’s 
proxy voting policies and procedures, proxy voting disclosure record, or quarterly portfolio disclosure. 
 
Forward-Looking Information 
 
This Annual Report of Fund Performance contains forward-looking information and statements relating, but 
not limited to, anticipated or prospective financial performance and results of operation of the investment 
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, 
peformance or achievement expresses 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 forward-
looking information. Without limiting the forgoing, the words “believes”, “anticipates”, “plans”, “intends”, “will”, 
“should”, “expects”, “projects”, and similar expressions are intended to indentify forward-looking information. 
 
The Manager of the investment fund believes it has a reasonable basis for making the forecasts or 
projections included in the this Annual 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, which 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. 
 
Any forward-looking information presented in this Management Report of Fund Performance is soley the view 
of the Manager of the investment fund at December 31, 2007, and is subject to change at any time without 
notice as markets and events warrant. 
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Management Report on Fund Performance:  
 

Global Dividend Fund 
 

     
Management Discussion of Fund Performance 
 
Investment Objectives 
 
The Fund’s investment objectives are: 

i) to provide holders of Units (“Unitholders”) with monthly cash distributions; and 

ii) to preserve and enhance net asset value. 

 
Investment Strategies  
 
The net proceeds of the Offering, together with any borrowings under  the Loan Facility (as defined under 
“The Fund – Loan Facility”), are invested in a diversified global portfolio (the “Portfolio”) comprised primarily of 
common shares and other equity securities, including preferred shares and income trust units (“Dividend-
Paying Equity Securities”) of issuers that MFC Global (as hereinafter defined) believes are fundamentally 
sound but which are trading at a discount to their intrinsic value.  MFC Global will continue to invest in issuers 
that have strong cash flows and the ability to grow their distributions.  MFC Global expects that the Portfolio 
will continue to be comprised of the equity securities of approximately 40-60 issuers diversified by both 
geography and sector, with each issuer typically having a market capitalization of at least U.S. $2 billion 
 
The Fund’s investments include securities traded in foreign currencies.  The Manager is hedging certain 
portions of the Portfolio back to the Canadian dollar. At least 75% of the value of the Fund’s investments will 
be hedged back to the Canadian dollar at all times. 
 
The Fund invests primarily in equity securities of businesses located around the world emphasizing dividend-
paying securities with attractive valuations.  Investment analysis for the Fund follows a bottom-up approach, 
focusing on those securities that are considered undervalued in relation to potential future earnings and which 
have lower valuations and higher than average dividend yields.  The Fund generally uses a fundamental 
value approach using quantitative analysis for assessing the long term value of a particular issuer, combined 
with input from the portfolio management team external research and meetings with issuer management. 
 
 
Risk 
Please see the prospectus for a full discussion of the overall risk.  The financial year saw no material 
changes affecting the overall level of risk.   
 
Results from Operations 
The Fund’s closing was January 4, 2007 where it began trading on the TSX under the symbol GDP.UN.  The 
gross proceeds from the closing were $60 million. On January 24, 2007, the Fund exercised the over-
allotment option for addition gross proceeds of $1,800,000; therefore bring the total gross proceeds to 
$61,800,000.  
 
Upon closing, the Fund entered into a loan facility with a financial institution. The purpose of the loan facility is 
to allow the portfolio manager to opportunistically add leverage to the Fund in order to meet the Fund’s 
investment objectives and enhance returns. 

Any loan facility would permit the Fund to borrow an amount not exceeding 25% of the value of the 
total assets of the Fund (at any time) which may be used by the Fund to purchase additional securities and 
for working capital purposes.  At December 31, 2007, the Fund borrowed 3.80% of Net Asset Value for these 
purposes. The Fund borrows at rate of Bankers’ Acceptances (“BAs”) plus 0.35%.  
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Recent Developments 
 
Global equities performed well during the year led higher by the energy and material sectors as many 
commodity prices reached multi-year highs.  The telecom and consumer staples also delivered strong 
returns.  Weakness in consumer discretionary stocks and financials offset gains in other sectors.  Financials 
had a disproportionate impact on the global markets given its large weighting in the index.  The Canadian 
dollar was one of the strongest currencies over the year which unfortunately produced a negative return for 
global equities measured in Canadian dollars. 
 
Over the year the Fund produced a slight positive return and outperformed the MSCI World Index (C$).  
Strong stock selection in telecom, energy and consumer staples added to the performance of the Fund.  The 
Fund’s currency hedging mandate benefited the Fund through reducing the impact of the appreciating 
Canadian dollar.  Much of the weakness in the portfolio was due to the poor performance of our financial and 
consumer discretionary stocks. 
 
Global equity markets declined across most sectors during the fourth quarter as mounting evidence of a U.S. 
economic slow down raised concerns.  The financial sector was the worst performing sector for the quarter.  
The energy sector rose as oil prices continued to move higher. The Canadian dollar had no material impact 
on returns in the fourth quarter. 
 
The Fund rose slightly over the fourth quarter and outperformed the MSCI World Index (C$).  Advances in 
energy, staples and telecom holdings benefited the Fund.  Weakness in financials and consumer 
discretionary holdings held back the Fund.  Rising loan delinquencies coupled with difficulty in pricing 
complex mortgage-based financial products precipitated a sharp contraction of liquidity in credit markets.  
Very few financial and consumer discretionary stocks escaped the impact of this credit event. 
 
Throughout the year we repositioned our sector exposures as underlying fundamentals changed.  In 
response to deteriorating non-performing loans, credit markets and a weakening consumer we reduced our 
exposure to financial and consumer discretionary holdings throughout the year.  We added exposure to 
telecom as valuations remained modest despite having healthy growth in wireless and emerging market 
penetration.  We also raised our weight in the energy sector as escalating costs and supply constraints drove 
oil prices higher. 
 
Equity markets are facing headwinds from slowing earnings growth, earnings at multi-year highs, rising 
corporate interest rates and high energy prices.  At the same time corporate cash flows are strong and short-
term interest rates and commodity prices may be peaking providing a more positive environment for stocks.  
While the economy is growing, softening consumer spending, employment and housing markets raise the 
possibility of recession.  These conditions form the basis of our cautious market outlook.  Consequently the 
portfolio is defensively positioned with exposure to less cyclical, higher yielding sectors with larger exposures 
in energy and consumer staples and a disproportionate weight in telecom.  Dividend growth will continue to 
be driven by high free cash flows, rising payout ratios and strong corporate balance sheets.  We believe 
dividends will in many cases grow faster than earnings in 2008.  Stocks continue to look attractive relative to 
bonds.  
 
Independent Review Committee 
 
Under the provision of National Instrument 81-107 – Independent Review Committee for Investment Fund 
(“NI 81-107”), which came into force on November 1, 2006 it is now required that all publicly offered 
investments funds, such as the Fund, establish an independent review committee (“IRC”) to whom the 
Manager is to refer all conflict of interest matters in order to obtain a recommendation or approval, as 
applicable. NI 81-107 further mandates that the IRC be composed of at least three independent members 
and requires that they conduct assessments and regularly report to the Manager and unitholders in respect of 
its duties. The manager appointed its three persons IRC on May 1, 2007, but was not required to be in full 
compliance with NI 81-107 prior to November 1, 2007. The independent members of the Fund’s IRC are 
Andrew Jones (Chair), Zareer Pavri and Michael Singer. 
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Accounting Policy Change 
 
In the preparation of its financial statements from January 1, 2007 onwards, the Fund adopted CICA 
Handbook Section 3855, Financial Instruments-Recognition Measurement, which includes new requirements 
for both valuing securities and accounting for transaction costs such as brokerage commissions. The new 
requirements would also affect the calculation of the Fund’s net asset value for investor transaction purposes. 
The Canadian Securities Administrators (“CSA”) has proposed amendments to its regulations. If enacted, 
these amendments would allow the Fund to adopt Section 3855 without affecting the method by which the 
Fund’s net asset values are calculated. In the meantime, the CSA as granted all investment funds a 
temporary exemption from adopting this new accounting standard, leaving the calculation of the net asset 
value unchanged. 
 
 
Related Party Transactions 
 
The following arrangements result in fees paid by the Fund to frontierAlt or to companies affiliated with 
frontierAlt. 
 
Management & Portfolio Management Services 
 
For the year ended December 31, 2007, the Fund paid frontierAlt $645,375 for management services. 
 
Administration Services 
 
The Fund paid $117,341 to KeiData Back Office Solutions Inc. (“KeiData”) for administration services. 
KeiData is a subsidiary of frontierAlt Capital Corporation. 
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Financial Highlights 

 
 
 
 
 
 

Dec Dec

Net Asset Value (NAV) per Unit 2007 (1) 2006

Net asset value, beginning of period $ 10.00 $ 10.00

Increase (decrease) from operations:

  Total revenue 0.34 0.00

  Total expenses (0.23) 0.00

  Realized gains (losses) (0.06) 0.00

  Unrealized gains (losses) 0.02 0.00

  Agents' fees (0.50) 0.00

  Issue Cost (0.12) 0.00

Total increase (decrease) from operations(2) (0.55) 0.00

Distributions:

  From income (excluding dividends) (0.55) 0.00

  From dividends 0.00 0.00

  From capital gains 0.00 0.00

  Return of capital 0.00 0.00

Total distributions(3) (0.55) 0.00

Net asset value, end of period(4) $ 8.91 $ 10.00

(1) For the period ended January 4, 2007 to December 31, 2007

(2) 

(3) Distributions were paid in cash

(4) This information is provided as at period end.

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 periods. 
The information is derived from the Fund's audited annual financial statements. 

Net asset value and distributions are based on the actual number of units 
outstanding at the relevant time. The increase/decrease from operation is 
based on the weighted average number of units outstanding over the financial 
period.
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Ratios and Supplemental Data

Dec Dec

For the periods ended 2007 2006

Net assets per Unit (000's) (1) $ 54,198 $ 10

Number of units outstanding 6,086,250 1

2.48% 0.00%

9.31% 0.00%

Portfolio turnover rate (3) 0.00% 0.00%

Trading expense ratio (4) 0.35% 0.00%

(1) This information is shown as at period end.

(2)

(3)

(4)

Management expense ratio (exclude issue cost 
and agents' fees) (2)

Management expense ratio (include issue cost and 
agents' fees) (2)

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.

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.

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.

Page 7



 
Past Performance 
 
The Fund was in operation only from January 4, 2007 to December 31, 2007; accordingly, it has no annual 
performance data.  
 
 
 Summary of Portfolio Investments 

 
 

 

Sector Allocation % of Net Assets

Telecommunication Services 37.4%
Energy 14.9%
Consumer Staples 12.8%
Financials 11.7%
Health Care 9.4%
Industrials 8.2%
Consumer Discretionary 4.8%
Materials 4.7%
Cash 2.9%
Other assets less other liabilities -6.8%

100.0%

Weightings by Country
% of Net Assets

United States 32.9%
France 12.6%
Canada 11.5%
Germany 8.6%
Italy 5.7%
United Kingdom 5.6%
Norway 4.5%
Spain 4.2%
Finland 3.7%
Netherlands 3.4%
Switzerland 2.7%
Brazil 2.4%
Greece 2.3%
South Africa 2.0%
Mexico 1.8%
Cash 2.9%
Other assets less other liabilities -6.8%

100.0%
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This Summary of Investment Portfolio may change due to the ongoing portfolio transactions of the Fund and 
a quarterly update is available at www.frontieralt.com. The weightings of the positions are calculated based 
on total net asset value of the portfolio as at December 31, 2007. 
 
 
 
 

Top 25 Holdings % of Net Assets

Telenor ASA 4.5%
Petro-Canada 4.4%
Archer-Daniels-Midland Company 4.4%
Deutsche Telekom AG 4.4%
Telefonica SA 4.2%
Telecom Italia SPA 4.2%
AT&T Inc. 4.1%
TELUS Corporation 4.0%
Johnson & Johnson 3.8%
Nokia OYJ 3.7%
ConocoPhillips 3.6%
Total SA 3.3%
Vodafone Group PLC 3.2%
W algreen Co. 3.1%
Deere & Co. 3.1%
Vivendi 3.0%
Nestle SA 2.7%
Lafarge SA 2.7%
Quest Diagnostics Incorporated 2.5%
Companhia de Bebidas das Americas ADR 2.4%
National Bank of Greece SA 2.3%
Deutsche Post AG 2.2%
Agrium Inc. 2.1%
France Telecom SA 2.1%
Sun Life Financial Inc. 2.1%
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Global Dividend Fund
Statement of Investment Portfolio 
As at December 31, 2007 

SHARES AVERAGE MARKET
SECURITY  HELD COST VALUE

EQUITIES (103.9%)
United States (32.9%)

Agrium Inc.  16,000 $ 1,001,653 $ 1,139,830
Aon Corporation  6,000 287,366 282,289
Archer-Daniels-Midland Company  52,000 1,779,703 2,385,873
AT&T Inc.  54,000 2,157,864 2,214,558
ConocoPhillips 22,400 1,812,854 1,953,476
Deere & Co. 18,000 1,615,922 1,654,604
Johnson & Johnson 31,000 2,044,806 2,040,546
Kraft Foods Inc. 25,800 801,519 830,646
Quest Diagnostics Incorporated 25,900 1,449,436 1,353,688
Sprint Nextel Corporation 64,000 1,169,565 830,405
Verizon Communications Inc. 20,000 897,100 862,502
Walgreen Co. 45,000 1,701,890 1,691,602
Waste Management Inc. 18,000 614,788 579,876

17,334,466 17,819,895
France (12.6%)

AXA 23,000 1,155,692 906,737
France Telecom SA 31,600 1,050,793 1,122,660
Lafarge SA 8,000 1,452,566 1,436,673
Total SA 21,600 1,711,695 1,768,857
Vivendi 36,000 1,722,241 1,629,634

7,092,987 6,864,561
Canada (11.5%)

Petro-Canada  45,000 2,452,316 2,396,250
Power Corporation of Canada  14,000 559,336 561,120
Sun Life Financial Inc.  20,000 1,030,364 1,111,800
TELUS Corporation  44,000 1,960,746 2,174,920

6,002,762 6,244,090
Germany (8.6%)

Adidas AG 13,000 880,520 954,473
Deutsche Post AG 36,000 1,264,493 1,211,446
Deutsche Telekom AG 108,800 2,333,584 2,359,722
Oesterreichische Post AG 3,006 145,262 103,715

4,623,859 4,629,356
Italy (5.7%)

ENI SPA 23,600 890,299 842,529
Telecom Italia SPA 719,400 2,473,068 2,252,699

3,363,367 3,095,228
United Kindgom (5.6%)

HSBC Holdings PLC 15,600 330,952 257,292
Legal & General Group PLC 403,000 1,383,558 1,031,388
Vodafone Group PLC 475,800 1,625,385 1,751,440

3,339,895 3,040,120
Norway (4.5%)

Telenor ASA 103,000 2,034,436 2,421,433
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Global Dividend Fund
Statement of Investment Portfolio 
As at December 31, 2007 

SHARES AVERAGE MARKET
SECURITY  HELD COST VALUE

Spain (4.2%)
Telefonica SA 71,100 $ 1,723,442 $ 2,278,721

Finland (3.7%)
Nokia OYJ 53,000 1,711,381 2,028,254

Netherlands (3.4%)
ING Groep NV 25,000 1,291,083 965,021
Koninklijke (Royal) Philips Electronics NV 21,000 992,066 894,558

2,283,149 1,859,579
Switzerland (2.7%)

Nestle SA  3,200 1,287,632 1,450,003

Brazil (2.4%)
Companhia de Bebidas das Americas - AmBev ADR 18,300 1,085,347 1,284,512

Greece (2.3%)
National Bank of Greece SA 18,000 1,142,551 1,220,277

South Africa (2.0%)
Sasol Limited ADR 22,600 857,289 1,104,607

Mexico (1.8%)
Grupo Modelo SA de cv  205,629 1,192,326 958,393

TOTAL EQUITIES 55,074,889 56,299,029

FORWARD CURRENCY CONTRACTS (-2.1%)
   Currency to be delivered: EUR 13,500,000 at 1.3850

Currency to be received: $18,697,502
Settlement date: January 30, 2008 - (770,096)

Currency to be delivered: USD 16,800,000 at 0.96273
Currency to be received: $16173,864
Settlement date: January 30, 2008  (420,859)

Currency to be delivered: GBP 3,300,000 at 1.967525
Currency to be received: $6,492,833
Settlement date: January 30, 2007 - 28,329

- (1,162,626)

TOTAL INVESTMENT PORTFOLIO (101.8%) $ 55,074,889 55,136,403
Cash and cash equivalents (2.9%) 1,570,652
Other Assets less Other Liabilities (-4.7%) (2,571,293)
NET ASSETS (100.0%) $ 54,135,762

(See accompanying notes to the financial statements)
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Global Dividend Fund
Statement of Net Assets
As at December 31, 2007

2007

Assets
     Investments, at fair value $ 55,136,403
     Cash and cash equivalents 1,570,652
     Dividends and interest receivable 68,205

56,775,260

Liabilities
     Accrued expenses 303,012
     Loan facility (note 4) 2,057,553
     Distribution payable 278,933

2,639,498
Total net assets and unitholders' equity $ 54,135,762

Net asset value per unit $ 8.89

(See accompanying notes to financial statements)

Approved on behalf of the Trustee, frontierAlt Investment Management Corporation

 M. Asif Khan_________________________                   
 Director

 Kurankye Sekyi-Otu_________________________                   
 Director
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Global Dividend Fund
Statement of Operations
For the Period from January 4, 2007 (commencement of operations) to December 31, 2007

2007

Investment Income
   Income
     Dividend $ 2,313,570
     Interest 160,296
     Less: foreign withholding taxes (362,069)

2,111,797
   Expenses
     Management fees (note 6) 645,375
     Dealer service fees (note 6) 222,111
     Audit fees 31,667
     Custodial fees 52,145
     Legal fees 37,145
     Unitholder reporting costs 15,942
     Filing fees 17,381
     Administration fees 259,984
     Interest expense 113,204

1,394,954
     Net investment income 716,843

Realized and unrealized gain (loss) on investments
     Net realized loss on sale of investments (201,481)
     Unrealized appreciation in value of investments 61,514
     Transaction costs (note 9) (197,774)
Net loss on investments (337,741)

Increase in net assets from operations $ 379,102

Increase in net assets from operations per unit $ 0.06

(See accompanying notes to financial statements)
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Global Dividend Fund
Statement of Changes in Net Assets
For the Period from January 4, 2007 (commencement of operations) to December 31, 2007

2007

Net assets at the beginning of the period $ -                      
     Increase in net assets from operations 379,102
     Capital transactions:
       Proceeds from the issuance of units 61,800,000
       Payment for redemption of units (819,505)
       61,359,597
       Agents' fees (3,090,000)
       Issue cost (750,000)

57,519,597
     Distributions to unitholders:
          From net investment income (3,383,835)
Net assets at the end of the period $ 54,135,762

(See accompanying notes to financial statements)
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Global Dividend Fund
Statement of Cash Flows
For the Period from January 4, 2007 (commencement of operations) to December 31, 2007

2007

Operating activities
  Net investment income $ 716,843

716,843

Change in operating assets and liabilities
  Purchase of investments (107,304,853)
  Proceeds from investments sold 51,830,709
  Increase in accrued expenses and distribution payable 581,945
  Increase in dividends and receivables (68,205)
    Cash used in operating activities (54,243,561)

Financing Activities
Cash received on issue of units 61,800,000
Cash paid on redemption of units (819,505)
Agents' fees (3,090,000)
Proceeds received from loan facility (note 4) 2,057,553
Issue costs (750,000)
Distributions (3,383,835)
    Cash from financing activities 55,814,213
Decrease in cash and cash equivalents investments during period 1,570,652

Cash and cash equivalents balance beginning of period -                        
Cash and cash equivalents balance end of period $ 1,570,652

(See accompanying notes to financial statements)
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Global Dividend Fund 
Notes to the Financial Statements 
For the Period from January 4, 2007 (commencement of operations) to December 31, 2007 
 
1. Establishment of the Fund 

 
Global Dividend Fund (the “Fund”) is a closed-end investment trust established under the laws of the 
Province of Ontario. The Fund was established by a Declaration of Trust dated December 12, 2006 
issued by its trustee, frontierAlt Investment Management Corporation (the “Manager”), and is 
authorized to issue up to 10,000,000 units. The Fund began operations on January 4, 2007. 
 
The Fund is listed on the Toronto Stock Exchange under the symbol GDP.UN.  
 

2.   Regulatory Changes 
 
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 
established 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 interim relief to investment funds from complying 
with Section 3855, for the purpose of calculating and reporting of net asset value (other than for 
financial reporting purposes) for up to a one year period ending September 30, 2007.  On June 1, 
2007, securities regulatory authorities proposed amendments to NI 81-106 which will remove the 
requirement to calculate the NAV in accordance with GAAP and replace it with a requirement to fair 
value assets and liabilities.  The proposed amendments will permit investment funds to have two 
different NAVs: one for financial statements (the “GAAP NAV”) and another one for all other purposes 
(the “Transactional NAV”).  The proposed amendments require reconciliation between the two NAVs, 
and disclosure of how the valuation principles and practices differ.  On September 28, 2007, the 
interim relief was extended to September 30, 2008 or such earlier time as these proposed changes to 
NI 81-106 could be made.   
 
A reconciliation of between Transactional NAV and GAAP NAV has been provided in note 8 of these 
financial statements. 
 

3.   Significant Accounting Policies 
 

These financial statements have been prepared in accordance with GAAP.  The following is a 
summary of the significant accounting policies of the Fund. 
 
Use of Estimates 
 
The financial statements have been prepared by the Manager in accordance with GAAP.  The 
preparation of financial statements require the Manager to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 
as at the date of the financial statements, and the reported amounts of revenue and expenses during 
the reporting periods.  Significant estimates include valuation of investments.  Actual results may 
differ from these estimates. 
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Cash and Cash Equivalents 
 
Cash and cash equivalents include certificates of deposit, and all highly liquid debt instruments with 
original maturities of three months or less.  The Company maintains cash and cash equivalents at 
financial institutions which periodically may exceed federally insured amounts. 
 
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 the closing sale prices. 
ii. Securities not listed upon a recognized public stock exchange are valued using valuation 

techniques, on such basis and in such manner established by the Manager. 
iii. Short-term notes, treasury bills and bonds are valued at the average bid quotations from 

recognized investment dealers. 
 
Investment Transactions and Income Recognition 

 
Investment transactions are recorded on the trade date.  Realized gains and losses from investment 
transactions and unrealized appreciation or depreciation of investments are calculated using the 
average cost basis. 
 
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, and transfer taxes and 
duties. 
 
Dividend income is recorded on the ex-dividend date and interest income is recognized on an accrual 
basis. 
 
Forward Exchange Contracts 

 
The Fund may enter into forward foreign currency contracts for securities purchased in a foreign 
currency.  The Fund enters into such contracts solely for hedging purposes in order to protect against 
declines resulting from foreign currency fluctuations between the Canadian dollar and the foreign 
currency.  The Fund is subject to credit risk that the counter-party to the transaction will not complete 
the obligation of the contract.  These contracts are recorded at market value.  Unrealized gains and 
losses on these contracts are represented in unrealized appreciation (depreciation) in value of 
investments.  Gain and losses realized when such contracts are closed out or expire at maturity are 
included in net realized gain (loss) on the sale of investments in the statement of operations. 

 
Foreign Exchange 

 
Foreign currency amounts are expressed in Canadian dollars on the following basis: 

 
• Market value of investment securities, other assets and liabilities at the Bank of Canada 

noon daily rate of exchange. 
• Purchases and sales of investment securities and forward currency contracts, income and 

expenses at the rate of exchange prevailing on the respective transaction dates. 
• Realized and unrealized foreign exchange gains and losses related to investment 

transactions are included in “Net realized gains (losses) on sale of investments” and 
“Change in unrealized appreciation of investments.” 
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Valuation of Fund Units 
 

Net asset value per unit is calculated at the close of business on each day (a “Valuation Day”) the 
Toronto Stock Exchange is open. The units of the Fund are issued and redeemable at the option of 
the holder, at the applicable net asset value per unit.  The net asset value per unit is calculated by 
dividing the total market value of the Fund’s net assets by the total number of units then outstanding. 

 
Increase in net assets from operations per unit 

 
The increase or decrease in net assets from operations per unit presented in the Statement of 
Operations represents the increase or decrease in net assets from operations for the year, divided by 
the average number of units outstanding during the year. 

 
4.    Loan Facility and interest expenses 
 

The Fund entered into a 364-day revolving term credit facility with a Canadian chartered bank (the 
“Bank”) for financing securities positions under which it may borrow an amount not exceeding 25% of 
the value of the total assets of the Fund at any time.  Interest is charged by the Bank at the 90 day 
Bankers’ Acceptance rate plus 0.35%.  This indebtedness is fully secured by investments of the 
Fund.  During the period, the Fund paid $72,389 in interest for amounts borrowed under this facility.  
At December 31, 2007, the loan outstanding is $2,057,553 with an average interest rate of 4.62% for 
2007. 

 
5.   Fund units 
   

The Fund is authorized to issue up to 10,000,000 units.  Each unit represents an equal and undivided 
beneficial interest in the net assets and net investment income of the Fund.  All units have equal 
rights and privileges.  Each unit is entitled to one vote and to participate equally in the distributions 
made by the Fund. 
 
On January 4, 2007, the Fund completed its initial public offering through the issue of six million   
units at a price of $10 per unit, for gross proceeds of $60 million. On January 24, 2007, the Fund 
issued an additional 180,000 units pursuant to its obligation under the Agency Agreement for an over-
allotment option at a price of $10 per unit, for gross proceeds of $1,800,000.  Total redemptions for 
the period ending December 31, 2007 were 93,750 units and total units outstanding as of December 
31, 2007 were 6,086,250.  
 
To enhance liquidity and to provide market support for the units, the Fund has a mandatory market 
purchase program under which the Fund will, subject to the following exceptions and to compliance 
with any applicable regulatory requirements, be obligated to purchase any units offered in the market 
at the then prevailing market price if, at any time, the price at which units are then offered in the 
market is less than 95% of the latest determined Transactional NAV per unit. The maximum number 
of units to be purchased by the Fund pursuant to such mandatory market purchase program in any 
calendar quarter will be 1.25% of the number of units outstanding at the beginning of such calendar 
quarter. In addition, the Fund will not be obligated to make such purchases, if among other things, (i) 
the Manager reasonably believes that the Fund would be required to make an additional distribution 
in respect of the year to unitholders of record on the last Valuation Date in December of a year in 
order that the Fund will generally not be liable to pay income tax after the making of such purchase, 
(ii) in the opinion of the Manager, the Fund lacks the cash, debt capacity or other resources to make 
such purchases, or (iii) in the opinion of the Manager, such purchases would adversely affect the 
ongoing activities of the Fund or the remaining unitholders. In addition, the Fund has the right (but not 
the obligation), exercisable in its sole discretion, at any time to purchase additional units in the 
market, subject to any applicable regulatory requirements and limitations. 
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6.   Expenses 
 

Manager and management fees 
 

frontierAlt Investment Management Corporation is the Manager of the Fund.  The Manager receives a 
monthly management fee equal to one-twelfth of 1.1% of the net assets of the Fund at month end 
based on Transactional NAV, paid monthly in arrears. The Fund also pays registered dealers a 
servicing fee equal to 0.40% annually of the NAV per unit for each unit held by the clients of the 
registered dealer.  Total management fees and total dealer fees incurred in 2007 was $645,375 and 
$222,111, respectively.   
 
MFC Global Investment Management (Canada) (“MFC Global”), a division of Elliott & Page Limited, a 
Manulife Company, acts as the investment advisor of the Fund. The Manager pays an investment 
advisory fee to MFC Global Investment Management. 

 
The Fund pays for all ordinary expenses incurred in connection with its operation and administration, 
including legal, audit, trustee, custodial and safekeeping, regulatory filing, cost of financial and other 
reports, interest, GST and withholding taxes.  Transaction costs (“brokerage commissions”) are also 
paid by the Fund. 
 
Administrative fees 
 
During the year, the Fund incurred administrative and accounting fees of $117,341 to KeiData Back 
Office Solutions Inc., a wholly owned subsidiary of frontierAlt Investment Management Corporation.  
 
All transactions with the Manager and KeiData Back Office Solutions Inc., related party, are 
measured at exchange amounts and occur within the normal course of business. 

 
7.    Income taxes and distributions 
 

The Fund is an investment trust and distributes all of its net taxable income and sufficient net realized 
taxable capital gains so as not to be subject to income taxes. 
 
The Fund pays monthly distributions to unitholders of record on the last business day of each month. 
Monthly distributions for the period ending December 31, 2007 are set at $0.04583 per month ($0.55 
per unit per annum), representing a yield of 5.5% per annum based on the $10.00 per unit issue 
price.  Commencing in December 2007, the Fund will annually determine and announce an indicative 
distribution for the following 12 months based upon prevailing market conditions and the Manager’s 
estimate of distributable cash flow for the year. 
 
Total non-capital losses of $324,856 were incurred in 2007.  These losses will expire in 2027. 
 

8.    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 
as follows:  
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Section 
Transactional 3855 GAAP Transactional GAAP

NAV Adjustment NAV NAV NAV

54,197,895 (62,133) 54,135,762 8.91 8.89

Net Asset Value Net Asset Value Per Unit

 
9.    Transaction Costs 
 

Commissions paid to brokers for portfolio transactions totaled $ 197,774 and are shown as 
“Transaction costs” in the Statement of Operations. 
 

10.  Financial Instruments 
 
Financial instruments of the Fund include cash and cash equivalents, investments, dividends and 
interest receivable, bank indebtedness, distribution payable and accrued expenses.  There are no 
significant differences between the carrying values of these financial instruments and their fair values.  
Investments are carried at their fair values as described in note 3.  

 
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. 
 
Interest Rate Risk 
 
The majority of the Fund’s assets are non-interest bearing, however the Facility bears interest at the 
90 day Bankers’ Acceptance rate.  The Fund is also exposed to risks associated with the effects of 
fluctuations in the prevailing levels of market interest rates on its investments, which includes treasury 
bills.  Excess cash and cash equivalents are invested in overnight deposits. 

 
Currency Risk 
 
The assets and liabilities of the Fund are predominately held in the foreign currencies and are 
exposed to foreign currency risks. 
 
Liquidity Risk 

 
The Fund invests the majority of its assets in large foreign publicly traded companies which are 
traded in an active market.  The market values of the listed investments held can be impacted by 
trading volumes and restrictions, and the quoted market value may not be indicative of what the Fund 
could realize on the immediate sale as it may take a significant amount of time to liquidate positions 
without causing a significant negative impact on the market price.  There can be no assurance that an 
active trading market for the investments will exist at all times, or that the prices at which the 
securities trade accurately reflect their values. 
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Statements of portfolio transactions: Unaudited Statements of Portfolio 
Transactions of frontierAlt  Mutual Funds for the year ended December 31st, 2007 are 
available upon request, without charge, from frontierAlt Capital Corporation at 350 
Bay Street Suite 1300, Toronto Ontario M5H 2S6. 

 
Prospectus: A current simplified prospectus of the frontierAlt Mutual Funds are 
available upon request.  
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