




6. INTEREST INCOME

The Fund earned interest income during the year ended
August 31, 2007, in the amount of $135,047 and wrote
down accrued interest on under performing investments in
the amount of $167,724.

7. 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,
2007, the Fund has met all the requirements set out in the Acts.

As at August 31, 2007, the Fund had non-capital losses
available for carry-forward of $2,987,169 (August 31, 2006
- $1,611,111), of which approximately $27,233, $156,799,
$519,082, $597,886, $554,868, and $1,131,301 will expire
in 2009, 2010, 2014, 2015, 2026 and 2027 respectively.
There are currently no capital losses available to the Fund.
The potential income tax benefit of these losses has not been
recognized in these financial statements.

8. FINANCIAL INSTRUMENTS
The Fund’s financial instruments consist primarily of cash,
marketable securities and venture investments. Venture
investments in private companies consist of convertible debt,
equity or equity equivalents. These investments in private
companies are typically illiquid. The Fund focuses on
investing in businesses in the information technology sector,
with emphasis on eligible businesses in the early-stage
market. However, the Fund seeks to reduce the risks typically
associated with such investments by diversifying the Fund’s
investment portfolio 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.

9. SUBSEQUENT EVENTS

On April 1, 2005, the Canadian Institute of Chartered
Accountants (‘‘CICA’’) issued Section 3855, ‘‘Financial
Instruments – Recognition and Measurement’’ of the CICA
Handbook – Accounting, which establishes standards for the
fair valuation of investments as well as the accounting
treatment of transaction costs. Section 3855 applies to fiscal
years beginning on or after October 1, 2006. Additionally,
Section 14.2 of National Instrument 81-106 (‘‘NI 81-106’’),
issued by the Canadian Securities Administrators in 2005,
requires the daily net asset value of an investment fund to be
calculated in accordance with Canadian generally accepted
accounting principles (‘‘GAAP’’). The adoption of Section
3855 may result in the use of different valuation techniques
for certain investments. Canadian securities regulatory
authorities granted relief to investment funds from the
requirement to comply with Section 3855, for the purposes
of calculating net asset value used for investor transactions
(“Pricing NAV”) up to September 30, 2008 or until the
proposed amendments to NI 81-106 are effective. We have
not yet adopted the provisions of Section 3855 as the fiscal
year of the Company began prior to October 1, 2006. The
first time these changes will be reflected in the financial
statements of the Company will be for the six-month interim
reporting period ending February 29, 2008.

An investment of the Fund was valued at year end by the Board
of Directors of the Fund based on their knowledge and
assumptions, at that time, of a transaction. Subsequent to
year end, as circumstances changed and new information
was presented, the Board of Directors made a decision to
write down the investment by $937,500.
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CERTIFICATE OF THE FUND 

Dated: December 20, 2007 

The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by this 
prospectus as required by Part XV of the Securities Act (Ontario) and the regulations thereunder. 

 

(Signed)  John Michael Anthony Richardson  
Chief Executive Officer 

(Signed)  Thomas William Robert Lunan 
Chief Financial Officer 

 

On behalf of the Board of Directors of Axis Investment Fund Inc. 

 

(Signed)  Harold Frederick Jones 
Director 

(Signed)  Jocelyne Marguerite Marie Côté-O'Hara 
Director 

 

CERTIFICATE OF MANAGER 

Dated: December 20, 2007 

The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by this 
prospectus as required by Part XV of the Securities Act (Ontario) and the regulations thereunder. 

 

(Signed)  John Michael Anthony Richardson 
President 

(signing in the capacity of Chief Executive Officer) 

(Signed)  Thomas William Robert Lunan 
Vice President 

(signing in the capacity of Chief Financial Officer) 

 

On behalf of the Board of Directors of B.E.S.T. Investment Counsel Limited 

 

(Signed)  Richard Alexander Brown 
Director 

(Signed)  Michael Sean Israels 
Director 

 

CERTIFICATE OF PROMOTER 

Dated: December 20, 2007 

The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by this 
prospectus as required by Part XV of the Securities Act (Ontario) and the regulations thereunder. 

Axis Capital Corporation 

 

(Signed)  John Michael Anthony Richardson 
Chief Executive Officer
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