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FUND PROFILE

Saskatchewan Government Growth Fund VII Ltd. (“SGGF VII” or the “Fund”) is a
government-administered venture capital fund pursuant to the Immigration Regulations, 1978
(Canada), as amended. It was formed to enable immigrant investors to invest in businesses
operating in Saskatchewan and facilitate the investors’ qualification as Canadian permanent
residents under the Immigrant Investor Program.

FINANCIAL HIGHLIGHTS

e The Fund recorded net income of $308,000 in 2007 and has an accumulated deficit at
December 31, 2007 of $1.6 million.

e Net revenue for the year, including recognition of the change in fair value of the Fund’s
investments, was $692,000.

e The initial principal repayment at maturity of Notes had been set at $185,000 in early
2006 and later in 2006, the payment was increased to $195,000. In December 2007, the
payment was increased to $210,000. Additional payments will be made when cash
becomes available from the liquidations of investments.
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MESSAGE TO INVESTORS

The priority of Saskatchewan Government Growth Fund VII Ltd. in 2007 was to actively
manage its remaining investments with a view to achieving the best liquidation proceeds
available in the prevailing circumstances to fund repayments of amounts due on Notes.
Significant progress was made in achieving disposals of investments in small and medium
sized enterprises, thereby reducing the risk profile of the Fund as Notes reach their maturity
dates.

The Fund recorded net income of $308,000 in 2007, reflecting the fact that net investment
income exceeded the administrative costs and interest on obligations to investors.

The accumulated deficit of the Fund is $1.6 million at December 31, 2007, an improvement
from $1.9 million at the end of 2006. The accumulated deficit results from losses on disposal
of investments, reflecting the relatively higher risk associated with investments in small and
medium sized enterprises. In addition, the low interest rate environment of recent years has
had a negative effect on returns available from portfolio investments and infrastructure loans.

Payments to Noteholders at maturity of the Notes are established periodically based on
forecasts of cash expected to be available from disposal of investments and scheduled
maturities of Notes. This ensures that all Noteholders are treated equally. In early 2006, the
amount paid at maturity of the Notes was set at $185,000. During 2006, the payment was
increased to $195,000. Based on the progress of the Fund in 2007 and on revised forecasts
of cash flows, the payment was further increased to $210,000. The shortfall from the
principal amount of the Notes reflects timing differences between the maturity of investments
and the maturity of the Notes. As a result of investment losses, it is unlikely that the Fund will
be able to repay the full principal amount of Note obligations to investors. If the assumptions
underlying current forecasts of cash flows from investments prove to be correct, payment of
some principal amounts in addition to the payments to date may be possible in 2008. The
current forecast projects that the total payment to investors could be in the range of $225,000
to $235,000. The cash flow forecast will be reviewed quarterly and available cash will be
distributed to investors.

During 2008, the priority of SGGF VIl will be to actively manage its remaining investments
with a view to achieving the best liquidation proceeds available in the prevailing
circumstances to fund repayments of amounts due on Notes.

Roland Hardy Alan M. Rowe
Chair President

February 20, 2008
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INVESTMENT PROFILES

The following are profiles of investments held by SGGF VII during 2007, including the
principal amount invested at December 31, 2007, and a description of the companies’
operations. The date of the initial investment in each company is noted in parentheses.

Bioriginal Food and Science Corp. (September 2005)
$1,000,000 loan

Bioriginal produces and markets natural oils and plant products throughout North America
and the world and is the world’s leading supplier of essential fatty acids. The Company'’s
head office is in Saskatoon and it has operations in North America, Europe and China.

Harman Poultry Farm Ltd. (September 2002)
$9,724 loan
Common share warrants — 3.4% ownership

Harman Poultry is the largest producer of eggs in Saskatchewan. The company has
operations near Regina and Prince Albert, Saskatchewan, and in Steinbach, Manitoba.
During 2007, the company repaid substantially all its loans to the Fund. The Fund is currently
negotiating the repayment of the remaining loans and the sale of the warrants to the
company.

Nu-Fab Burton Limited Partnership (June 2001)
Partnership units — 18.9% ownership

Nu-Fab Burton Limited Partnership was formed in 2002 through the merger of Burton
Cabinets (in which the Fund previously had an investment) and Nu-Fab Building Products. In
2005, the company disposed of the operations of Burton Cabinets which was a Saskatoon-
based custom cabinet and millwork manufacturer. Nu-Fab Building Products was a supplier
of building products and pre-fabricated residential housing with operations in Regina and
Saskatoon. In late 2006, Nu-Fab Burton’s operations were sold. The company repaid its
loans to the Fund in 2006, and substantially all of the proceeds for the Fund’s equity interest
were received in 2007 with final payment expected in 2008.

CAJON Leasing (December 2001)

CAJON, located in Regina, leases vehicles and other assets to Saskatchewan Crown
Corporations and government-related entities. It fully repaid its loans in 2007.

R & R Leasing (July 2002)
$1,455,836 loans

R&R is based in Regina and leases buildings, equipment and vehicles to Saskatchewan
Crown Corporations, other government-related entities and private enterprises.
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MANAGEMENT DISCUSSION AND ANALYSIS

Background

Saskatchewan Government Growth Fund VII Ltd. (“SGGF VII” or the “Fund”) is an immigrant
investor fund which operates in accordance with the regulations of the federal Immigrant
Investor Program (the “lIP”). The Fund began commercial operations in 1999 when it
accepted its first subscription deposits. The Fund is financed by subscriptions received from
immigrant investors. The objective of the Fund is to invest at least 70% of the proceeds of
subscriptions in eligible businesses in Saskatchewan for a five year period as required by the
IIP. This allows the immigrant investor to satisfy the investment requirements of the IIP for a
Canadian-resident visa.

Obligations to investors

SGGF VII's activities are financed by immigrant investors who have subscribed for
unsecured, subordinated promissory notes (“Notes”) offered through an Offering
Memorandum. The interest rate for a Note is determined at the time the full subscription is
received, and remains constant until the maturity of the Note. Obligations under the Notes are
subordinate to all other liabilities of the Fund and repayment is dependent on the proceeds on
liquidation of investments and all other available liquidity in excess of other liabilities.

The Notes mature five years from the date of issue. The IIP requires that the maturity date of
a Note be extended if, and for so long as, less than 70% of the amount of the Note is invested
in the active business operations of eligible businesses in Saskatchewan.

The Fund was closed to new subscription applications on March 31, 1999. In 2003, the Fund
required subscribers to fully pay any outstanding subscription amounts, and subscribers who
did not do so forfeited their right to participate in the Fund.

At December 31, 2007, obligations to investors totalled $8.8 million, comprised of 25 Notes
(2006 - $16.7 million; 61 Notes) which have not yet matured and 63 Notes on which $210,000
(2006 — $195,000; 27 Notes) has been paid to each investor at the maturity date. Based on
information available to the Fund, it is estimated that holders of two Notes have not yet
received their visas and therefore retain their right of rescission. Obligations to investors
mature over the period from 2008 to January 2009.

The Fund’s cash flow projections indicated that timing differences existed between planned
liquidations of investments and scheduled investor repayments as Notes became due. In
order to treat all investors equally, the payments on Notes at maturity have been set at
$210,000. The payment of additional amounts on each Note is dependent on the liquidation
of investments, many of which are in private companies as required by the IIP. These
investments typically have more risk than other types of investments. Any forecast of when
such investments will be liquidated reflects a best judgment based on current information,
and involves a number of risks and uncertainties and other factors that may cause actual
results to differ materially from the forecast. If the assumptions underlying current forecasts
prove to be correct, payment of some additional amounts may be possible in 2008; however,
based on current forecasts, it is unlikely that the Fund will be able to repay the full principal
amount of the Note obligations to investors. The current forecast projects that the total
payment to investors could be in the range of $225,000 to $235,000. The cash flow forecast
will be reviewed quarterly and available cash will be distributed to investors.
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Statement of Financial Position

December 31 2007 2006
Assets
Cash $ 1,250,364 $ 5,808,791
Accounts receivable and accrued income 52,875 33,303
Publicly-traded and short-term
investments (Note 5) 3,093,704 2,044,752
Other investments (Note 6) 2,768,343 6,938,899
$ 7,165,286 $ 14,825,745
Liabilities and Shareholder’s Deficiency
Accounts payable and accrued liabilities $ 5,568 $ 8,943
Obligations to investors (Note 7) 8,770,000 16,735,000
8,775,568 16,743,943
Share capital (Note 8) 1,000 1,000
Deficit and accumulated other comprehensive income (1,611,282) (1,919,198)
(1,610,282) (1,918,198)
$ 7,165,286 $ 14,825,745
See accompanying notes to the financial statements.
On behalf of the Board:
Roland Hardy Lloyd Boutilier
Director Director
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Statement of Operations and Comprehensive Income

Year ended December 31 2007 2006
Revenues
Income from cash and publicly-traded and
short-term investments 279,071 312,746
Income from other investments 273,145 551,861
Other income 115,642 19,251
667,858 883,858
Gains realized on disposal of other investments 65,648 86,192
Losses realized on disposal of other investments (41) (334)
(Decrease) increase in fair value of investments (41,618) 738,342
23,989 824,200
Net revenue 691,847 1,708,058
Expenses
Administration (Note 10) 200,243 354,805
Interest on obligations to investors 183,688 375,031
Amortization of deferred costs - 258,570
383,931 988,406
Net income for the year 307,916 719,652
Other comprehensive income - -
Comprehensive income for the year 307,916 719,652
See accompanying notes to the financial statements.
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Statement of Deficit and Accumulated Other Comprehensive Income

Year ended December 31 2007 2006
Deficit, beginning of year $ (1,919,198) $ (2,638,850)
Net income for the year 307,916 719,652
Deficit, end of year (1,611,282) (1,919,198)

Accumulated other comprehensive income,
beginning of year -

Cumulative effect of adopting new accounting policy -
Other comprehensive income for the year -

Accumulated other comprehensive income, end of
year -

Total deficit and accumulated other
comprehensive income $ (1,611,282)

$ (1,919,198)

See accompanying notes to the financial statements.
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Statement of Cash Flows

Year ended December 31 2007 2006
Cash flows from operating activities
Net income for the year $ 307,916 $ 719,652
Items not affecting cash:

Decrease (increase) in fair value of investments 41,618 (738,342)

Amortization of premium on bonds - 16,390

Net gains realized on the disposal of other

investments (65,607) (85,858)

Amortization of deferred costs - 258,570

Net change in non-cash balances related
to operations (Note 11) (22,947) 76,439

Cash flows from operating activities 260,980 246,851
Cash flows from investing activities
Purchase of publicly-traded and short-term investments (17,198,497) (9,597,628)
Sale of publicly-traded and short-term investments 16,149,545 15,841,764
Disbursements on other investments (42) (69,474)
Repayments of other investments 4,194,586 3,729,926
Cash flows from investing activities 3,145,593 9,904,588
Cash flows from financing activities
Repayment of obligations to investors (7,965,000) (5,265,000)
Cash flows from financing activities (7,965,000) (5,265,000)
Net (decrease) increase in cash (4,558,427) 4,886,439
Cash, beginning of year 5,808,791 922,352
Cash, end of year $ 1,250,364 $ 5,808,791
Interest paid during the year $ 183,688 $ 375,031
See accompanying notes to the financial statements.
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements
December 31, 2007

1. Status of the Corporation

Saskatchewan Government Growth Fund VII Ltd. (“SGGF VII” or the “Fund”) was
incorporated in February 1999 under The Business Corporations Act (Saskatchewan) and
has been accepted as a government administered venture capital fund under the federal
government’s Immigrant Investor Program (“lIP”). Under this program, the Fund was
established to raise $35,000,000 through a note offering. Each note is a variable rate (1.50%
to 3.50%), unsecured, subordinated debt instrument with a principal amount of $250,000,
repayable in five years provided that 70% of the proceeds are invested in eligible businesses
(“Notes”) throughout the five year period. The marketing period for the Fund ended on March
31, 1999, and 2004 was the last year in which the Fund accepted the completion of
subscription payments.

The Confidential Offering Memorandum (“Memorandum”) and the IIP prescribe various
conditions which qualify an investment as an eligible business, including a requirement that
the business be Saskatchewan based and have assets, including assets of associated
companies, of less than $35 million.

The Government of Canada and the Government of the Province of Saskatchewan offer no
guarantees or assurances on the financial performance of the Fund or of a return of an
investor’s original investment and neither government will be liable for any loss or damages
suffered by an investor as a result of an investment in the Notes.

As described above, the Fund’s purpose is to issue the Notes and make investments in
accordance with the IIP. When the Notes mature, the Fund divests its investments, in due
course, as appropriate opportunities arise. The investments are the Fund’s only source of
revenue. The Fund’s activities will cease when all investments have been divested. The
proceeds will be applied to the obligations under the Notes, with residual resources, if any,
being distributed to the shareholder.

2. Significant accounting policies

The financial statements have been prepared in accordance with Canadian generally
accepted accounting principles. The following are considered significant:

Financial instruments

All financial instruments are classified as one of: (a) held-to-maturity; (b) loans and
receivables; (c) held-for-trading; (d) available-for-sale; or (e) other liabilities. Financial assets
and liabilities held-for-trading are measured at fair value with gains and losses recognized in
net income. Financial instruments classified as held-to-maturity, loans and receivables and
other liabilities are measured at amortized cost. Available-for-sale financial instruments are
measured at fair value, with unrealized gains and losses recognized in comprehensive
income. Accumulated other comprehensive income is reported as a separate component of
shareholder’s equity. Embedded derivatives are accounted for as separate financial
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements (continued)
December 31, 2007

instruments and classified in accordance with the above-noted classifications. Investment
companies are exempt from these accounting policies with respect to investments and are
permitted under Accounting Guideline 18 of the Canadian Institute of Chartered Accountants
(“CICA”) to measure and report investments at fair value.

The Fund has designated its cash and accounts receivable as held-for-trading, which is
measured at fair value. Accounts payable and other liabilities, including obligations to
investors, are classified as other financial liabilities which are measured at amortized cost.
The Fund has no embedded derivatives that need to be separately valued. Investments are
measured and reported at their fair value.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make certain estimates and assumptions that
affect the reported amount of assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results
may vary from the current estimates. These estimates are reviewed quarterly and
adjustments are reported in the Statement of Operations and Comprehensive Income in the
period in which they become known. The primary measurement uncertainty which may affect
the reported amounts relates to the determination of fair values of other investments as
described in the following pages.

Revenue recognition

Income from debt investments (“loans”) is recognized as earned except if the investment is
impaired. A loan is considered to be impaired if, as a result of deterioration in credit quality,
there is no longer reasonable assurance of the timely collection of the full amount of principal
and interest. Any loan on which contractual payments are in arrears for 90 days or more is
usually assumed to be impaired. Other factors that are considered in determining whether a
loan is impaired are the overall credit quality of the borrower and the fair value of the
underlying security. When a loan becomes impaired, recognition of interest income ceases.
Income from equity investments is recognized when received.

The change in fair value of other investments during the year is included in the Statement of
Operations and Comprehensive Income. Fair values for other debt investments are
determined by calculating the present value of the remaining payments under the loans. The
discount rate used is based on the expected return at the date of the financial statements for
a loan to an investee with similar risk characteristics. The discount rate is comprised of a
base risk-free rate based on a Government of Canada bond with equivalent duration, a credit
risk premium based on publicly-traded debt with a BBB credit rating, and an additional credit
risk and liquidity premium based on the circumstances of the specific investee.

Fair values for other equity investments are determined by management on the basis of the
expected realizable value of the investments as at the date of the financial statements if they
were disposed of in an orderly manner over a reasonable period of time, discounted at a
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements (continued)
December 31, 2007

discount rate which is appropriate at the date of the financial statements to investments in
similar companies. There is no active secondary market for many investments which are not
publicly-traded, and there is considerable uncertainty and a potentially broad range of
outcomes with respect to the future cash flows from these investments. Valuations of such
investments are subject to a number of assumptions and uncertainties that may cause actual
values realized on disposal to differ materially from the fair value estimated at any particular
time.

Future accounting policy changes

In March, 2007 the Accounting Standards Board (AcSB) issued three new Canadian Institute
of Chartered Accountants (CICA) handbook sections which expand the disclosure
requirements on financial instruments: Section 3862, “Financial Instruments — Disclosures”,
Section 3863, “Financial Instruments — Presentation” and Section 1535, “Capital Disclosures”.
Sections 3862 and 3863 replace Section 3861, “Financial Instruments — Presentation and
Disclosure”. The Fund will adopt these new sections effective January 1, 2008, and is
currently assessing the impact.

3. Changes in accounting policies
Accounting changes

Effective January 1, 2007, the Fund adopted the accounting standard Accounting Changes
contained in CICA Handbook Section 1506 in accordance with the transitional provisions of
the section. The new standard allows for voluntary changes in accounting policy only if they
result in the financial statements providing reliable and more relevant information and
requires new disclosures in respect of changes in accounting policies, changes in accounting
estimates and correction of errors. The adoption of Section 1506 had no material impact on
the financial statements.

Financial instruments

The CICA issued several new accounting standards that have been adopted by the Fund
effective January 1, 2007 on a retroactive basis without restatement of prior years. These
standards are CICA Handbook Sections 3855, “Financial Instruments - Recognition and
Measurement” and 3861 — “Financial Instruments - Presentation and Disclosure”. These
standards provide guidance on recognizing financial instruments and non-financial derivatives
on the balance sheet. The standards also specify how financial instrument gains and losses
are presented. All contracts must be reviewed for embedded derivatives which must be
reported in their separate components. These standards are set out in note 2. This change in
accounting policy had no impact on the Fund'’s financial statements at the time of adoption.

Comprehensive income

On January 1, 2007, the Fund adopted CICA Handbook Sections 1530, “Comprehensive
Income” and 3251, “Equity”. These Sections establish standards for reporting and display of
comprehensive income. The Fund does not have any items that require separate recognition
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.

Notes to Financial Statements (continued)

December 31, 2007

outside of net income, and, as a result, the adoption of this Section had no impact on the

Fund'’s financial statements.
4. Provisions of the lIP

70% investment requirement

The terms of the IIP require that at least 70% of each subscription amount be invested in
eligible businesses no later than nine months from receipt of the full subscription amount. As
at December 31, 2004, all full subscription amounts have been invested in eligible businesses
in accordance with the terms of the IIP.

Minimum holding period and maturity of the Notes

A Note is issued to evidence receipt of the full subscription amount on the date that at least
70% of the subscription amount has been invested in eligible businesses. Each Note is
scheduled to mature five years from such date, provided the Fund maintains at least 70% of
the Note continuously invested in the active business operations of eligible businesses for
five years following the issuance date. The IIP contains provisions which require that the
maturity date of a Note be extended if, and for such period that, a minimum of 70% of the
Note amount ceases to be invested in the active business operations of eligible businesses.

If the subscription amount had not been at least 70% invested in eligible businesses within
nine months of receipt, then, for the period from nine months after receipt until a minimum of
70% of the subscription amount had been initially invested in eligible businesses, the investor
received an additional payment as compensation for the extension of the maturity date of

their Note.

5. Publicly-traded and short-term investments

Publicly-traded and short-term investments consist of Term Deposits.

2007 2006

Carrying Carrying

Rate Par Value Value

Security %  Maturity Date $ $ $

Term Deposit 4.88 21/1/08 2,024,034 2,024,034 -
Term Deposit 4.75 4/2/08 1,069,670 1,069,670 -
Term Deposit 4.50 5/2/07 1,022,137 - 1,022,137
Term Deposit 4.46 12/3/07 1,022,615 - 1,022,615
Carrying value 3,093,704 2,044,752
17
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements (continued)
December 31, 2007

6. Other investments

2007 2006

Debt instruments $ 2,465,560 $ 6,444,014
Equity instruments - 150,484
2,465,560 6,594,498

Adjustment to fair value 302,783 344,401
Carrying value $ 2,768,343 $ 6,938,899

During the year $41 (2006 - $334) of investments and costs have been written off.

During the year, investments decreased as follows:

2007 2006
Balance, beginning of year $ 6,938,899 $ 9,782,569
New investments 41 69,474
Book value of divestments (4,128,938) (3,643,734)
Investments and costs written off (42) (334)
Net change in fair value (41,618) 730,924
Balance, end of year $ 2,768,343 $ 6,938,899

Debt instruments have interest rates ranging from 0% to 18% and maturity dates ranging
from demand to April 2009.

7. Obligations to investors

Obligations to investors represent the Notes issued to investors of the Fund. The Notes help
to satisfy a portion of investors’ visa requirements under the IIP. Interest to the maturity date
of Notes is accrued at an annual rate between a minimum of 1.50% and a maximum of 3.50%
from the date of Note issuance. The rate is determined at the time of subscription deposit and
is calculated as 3.60% less than the then current yield on a benchmark Government of
Canada bond. Interest is paid annually on December 31 until maturity and at maturity. The
obligation at December 31 is comprised of unsecured promissory Notes with interest rates as
follows:
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FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements (continued)
December 31, 2007

2007 2006
Number $ Number $

1.50% 40 4,120,000 40 4,735,000
1.70% 1 40,000 1 250,000
1.75% 3 750,000 3 750,000
1.85% 1 250,000 1 250,000
2.00% 5 410,000 5 1,250,000
2.05% 8 2,000,000 8 2,000,000
2.20% 4 160,000 4 1,000,000
2.30% 1 40,000 1 250,000
2.40% 7 280,000 7 1,750,000
2.45% 2 80,000 2 500,000
2.50% 5 200,000 5 1,250,000
2.60% 9 360,000 9 2,250,000
2.80% 2 80,000 2 500,000

88 8,770,000 88 16,735,000

The obligation is comprised of 25 (2006 — 61) unsecured promissory Notes with a face value
of $250,000 and 63 (2006 — 27) Notes with a remaining principal balance of $40,000 (2006 -
$55,000).

During 2007, no maturity dates were extended in order to comply with the IIP (note 4).

The following is the schedule of Note maturities as at December 31, 2007:

Notes matured prior to 2008 $ 2,520,000
2008 5,750,000
2009 500,000

$ 8,770,000

Obligations under the Notes are subordinate to all other liabilities of the Fund and repayment
is dependent on the proceeds on liquidation of investments and other available liquidity in
excess of other liabilities. The Notes are irrevocable, except in the case that a visa is denied.
To the knowledge of the Fund, visas have not yet been approved with respect to a maximum
of two investors to whom Notes have been issued.

As a result of differences in the timing of proceeds from investments and scheduled
maturities of Notes, beginning with the first Notes to mature in 2006, the Fund set payments
on each Note at its maturity at $185,000. In 2006, this amount was increased to $195,000
with a further increase in 2007 to $210,000. As a result of investment losses, it is unlikely
that the Fund will be able to repay the full principal amount of Note obligations to investors. If

SGGF VII 2007 Annual Report 19




FINANCIAL STATEMENTS

Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements (continued)
December 31, 2007

the assumptions underlying current forecasts prove to be correct, payment of some additional
amounts may be possible in 2008.

8. Share capital
The authorized common share capital of the Fund at December 31 consists of an unlimited
number of voting common shares. Holders of the common shares are entitled to receive

dividends.

The issued common share capital at December 31 is:

2007 2006

1,000 common shares $ 1,000 $ 1,000

9. Risk management

The Fund’s primary business was the raising of capital from immigrant investors and placing
these funds in new and expanding Saskatchewan businesses. This investment activity entails
exposure to market risk, credit risk, interest rate risk, and liquidity risk. These risk factors may
impact upon the Fund’s ability to repay its Notes at maturity.

Market risk

Market risk is the risk that the fair value of an investment may be affected by the ability of an
investee company to profitably distribute its products. Some of the companies in which the
Fund invests are dependent upon a single product or industry. The Fund manages this risk
through careful due diligence prior to committing funds to the investment and by diversifying
its investments across various industry sectors.

Credit risk

Credit risk is the risk that an investee will fail to perform its obligations. Concentration of credit
exposure may arise given that the Fund restricts its investments to businesses operating in
Saskatchewan and therefore all investments are subject to a similar general economic
environment. In addition, changes in commodity prices and foreign currency exchange rates
may significantly affect the financial position of some investees. The Fund conducts thorough
due diligence prior to committing to an investment and actively monitors the financial health of
its investees on an on-going basis.

Interest rate risk
Interest rate risk is the risk that the Fund’s earnings will be affected by fluctuations in interest

rates. The Fund manages this risk through carefully monitoring and matching the duration of
its investments with the duration of its obligations to investors.
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Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements (continued)
December 31, 2007

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in liquidating its investments at
the time it is required to repay its Notes. Due to the nature of some of the Fund'’s investments,
the timing of cash flows from its investments may not exactly match the payments owing
under the Fund’s Notes. The Fund carefully monitors the duration of its investments.
However, timing differences may require the Fund to reduce or delay the payments owing on
Notes at maturity.

Fair value — obligations to investors

No secondary market for the Notes exists. Due to the unique features associated with the
Notes, the calculation of a fair value with appropriate reliability is impractical. The risk factors
that affect the fair value of investments, as described above, also affect the fair value of
obligations to investors. Repayment of these obligations at maturity is dependent upon the
value and liquidity of investments at that time.

10. Administration

Under the terms of a management agreement, expiring in 2009, between the Fund and
Saskatchewan Government Growth Fund Management Corporation (“SGGF Management
Corporation”), SGGF Management Corporation administers the assets of the Fund with the
assistance of a manager that performs fund administration and investment management.
SGGF Management Corporation does not guarantee the financial performance of the Fund.
All services provided to the Fund are charged on a fee for service basis. The costs billed to
the Fund by SGGF Management Corporation are as follows:

2007 2006
Manager's fees $ 178,171 $ 313,764
General administration 3,564 12,551
Directors’ fees and expenses 5,654 10,827
Legal and professional 12,854 17,663
$ 200,243 $ 354,805

11. Net change in non-cash balances related to operations
2007 2006
Accounts receivable and accrued income $ (19,572) $ 78,262
Accounts payable and accrued liabilities (3,375) (1,823)
$ (22,947) $ 76,439
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Saskatchewan Government Growth Fund VII Ltd.
Notes to Financial Statements (continued)
December 31, 2007

12. Income taxes

A provincial Crown corporation, SGGF Management Corporation, owns all of the issued
shares of the Fund. Therefore, the Fund is exempt from income taxes.

13. Related party transactions

Included in these financial statements are amounts resulting from transactions with SGGF
Management Corporation pursuant to a management agreement referred to in note 10.
Account balances resulting from these transactions are included in the Statement of Financial
Position and are settled on normal trade terms. Total fees charged to SGGF VIl by SGGF
Management Corporation amounted to $200,243 (2006 - $354,805). Total fees payable to
SGGF Management Corporation at December 31, 2007, and included in the above, are
$5,568 (2006 - $8,943).
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FIVE YEAR FINANCIAL SUMMARY (UNAUDITED)

Financial Position (thousands of dollars)

December 31 2007 2006 2005 2004 2003
Assets
Cash $ 1,250 5,809 922 1,897 1,172
Publicly-traded and
short-term investments 3,094 2,045 8,298 5,898 2,972
Other investments 2,768 6,939 9,783 11,853 15,020
Other assets 53 33 370 728 1,081
Total assets $ 7,165 14,826 19,373 20,376 20,245
Liabilities and Deficit
Obligations to investors $ 8,770 16,735 22,000 22,031 21,638
Other liabilities 5 9 11 17 32
Deficit (1,610) (1,918) (2,638) (1,672) (1,425)
Total liabilities and deficit $ 7,165 14,826 19,373 20,376 20,245
Operating Results (thousands of dollars)
Years ended December 31 2007 2006 2005 2004 2003
Revenues
Investment income $ 273 552 659 839 773
Interest from cash and
publicly-traded and
short-term investments 279 313 296 210 307
Other income 116 19 66 9 46
668 884 1,021 1,058 1,126
Gains (losses) realized on
disposal of investments 66 86 (219) (615) 74
Adjustment to fair value (42) 738 (560) 523
Provision for losses
on investments (681)
Net revenue 692 1,708 242 966 519
Expenses
Administration 200 355 433 440 428
Financing 184 633 775 773 819
Total expenses 384 988 1,208 1,213 1,247
Net income (loss) $ 308 720 (966) (247) (728)

Note: Effective January 1, 2004, the Fund changed its accounting policy on a prospective basis to measure and

report investments at their fair value.
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CORPORATE INFORMATION

Saskatchewan Government Growth Fund VII Ltd.

1874 Scarth Street, Suite 1900

Regina, Saskatchewan, Canada S4P 4B3
Phone: (306) 787-2994 Fax: (306) 546-8009
Email: sggf@crowncapital.ca

Website: www.sggfmc.com
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Cornwallis Financial Corporation
5475 Spring Garden Road, Suite 303
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