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GrowthWorks Canadian Fund

2010 Annual Report

To our investors,

| am pleased to report that during fiscal year 2010 GrowthWorks Canadian Fund realized
healthy returns on exits from several investments. At year-end, the Fund was one of the best
capitalized funds in Ontario and its portfolio included several companies that are shaping up to
be strong merger and acquisition (M&A) candidates. We therefore believe that our portfolio will

continue to generate significant gains from future investment exits.

The net asset value (NAV) of the shares of the Fund, unfortunately, do not reflect the gains on
our investment exits or the encouraging fundamentals of our portfolio companies during the
year. The NAV declined in fiscal 2010 primarily because of foreign exchange losses resulting
from a strong Canadian dollar and lower company valuations due to difficult venture capital

markets conditions.

As our portfolio companies continue to mature, we have shifted our emphasis to providing
follow-on investments and supporting the managements of those companies, and away from
making investments in new companies. Over the past 12 months, we completed follow-on
investments of $24.5 million in 28 portfolio companies. We also raised $4.9 million in new share
offerings during the 2009-2010 RRSP season.

Focusing on high-growth portfolio companies

Our investment activity during the year was focused entirely on rapidly developing portfolio
companies that required additional capital to support their growth. The following companies are

among several in our portfolio that are making exceptional progress

« Monteris Medical Inc., Winnipeg, Manitoba ($0.3 million): The Fund participated in a
US $3.1 million financing round for this medical device company. Monteris has devised a
way to treat inoperable brain tumours with laser technology, called the AutoLITT System.
The system uses an MRI-guided laser probe that is passed through a small hole in the
skull to deliver interstitial thermal therapy that heats and coagulates the tumour. Phase |
clinical trials completed in June 2009 successfully treated nine patients. All of those

patients were able to leave the hospital within 24 hours of treatment. AutoLITT is now



approved for sale in the United States. As a minimally invasive system, Monteris may be
able to extend its offering to treat breast, lung, prostate and other tumours.

e OneChip Photonics, Ottawa, Ontario ($1.2 million): OneChip continues to distinguish
itself as an innovator in the optical communications industry. The company’s
transceivers enable broadband carriers to increase the speed of their services over fibre-
based optical networks, while keeping user costs low. OneChip continues to expand its
operations with a new regional office in Shenzhen, China. The company received the
2009 Outstanding Technology Company Award from the Ottawa section of IEEE, the
world’s largest professional association for advancement of technology.

e Gemin X Pharmaceuticals, Montreal, Quebec ($0.3 million): The Fund participated in
a US$8.0 million financing round with other preferred stockholders of Gemin X. The
company has made tremendous progress with its portfolio of cancer therapeutics,
particularly obatoclax, which is in Phase 2 clinical trials for treatment of extensive-stage,
small-cell lung cancer (ES-SCLC). The trials are being conducted at over 60 cancer
centers located primarily in the United States and Europe. The standard of care for this
disease has not changed for more than 25 years. As a product candidate for the first-line

treatment of ES-SCLC, obatoclax could represent a significant market opportunity.

To learn more about our portfolio companies, visit www.growthworks.ca/canadian and choose

“Portfolio.” Then click on the link to the respective company’s website.
Realizing opportunities to exit portfolio companies

The Fund continued to be proactive in investment exits during fiscal 2010. It realized $46.9

million from such transactions and positive returns on a number of its investments, including
Bothwell Cheese, Xkoto, Netshelter and Resonant Medical Technologies. The Fund remains
committed to funding follow-on investments in existing portfolio companies and pursuing exit

opportunities.

The Fund’s short-term performance, however, has been disappointing, resulting in a decline in
NAYV for the year. The decline in value was caused by three factors. First, the Fund divested
from several underperforming companies during a weak period in M&A markets resulting in a
loss for the Fund. We believe, however, that the resulting overall improvement in the quality of

the Fund’s holdings will position the Fund for improved performance in the long-term.



Second, the Fund’s valuation policies and procedures and Canadian General Accepted
Accounting Principles require that the Fund adjust the carrying value of our investments to
reflect current exchange rates. Approximately 25% of our investments are carried in US dollars.
Consequently, we were obligated to adjust the value of our US holdings downward because of
the strength of Canadian dollar. The adjustment, however, doesn’t diminish the overall quality of

those companies.

Third, the Fund’s valuation policies and procedures also require the Fund to value portfolio
companies at the lower of our cost or, where there has been a subsequent investment, at the
price of the most recent investment. Unfortunately, difficult conditions in venture capital markets
resulted in some recent financing rounds being completed at prices lower than our cost. This
required us to reduce the carrying value of those investments, which further contributed to the
decline in NAV.

On a positive note, the lower pricing allowed the Fund to participate in several follow-on
financings at attractive prices. As a result, the Fund increased its percentage holdings in those
companies, which provides more leverage and potential for greater returns when an exit

opportunity arises.
Financial and operating flexibility improved

The Fund secured a $20-million investment from Roseway Capital in May 2010 that provides
additional financial and operating flexibility. Roseway is a venture capital investor funded by
entities advised by UK-based Headway Capital Partners LLP. The investment entitles Roseway
to a 20% participating interest in the proceeds generated from the sale or divestiture of 15 of the
Fund’s portfolio companies. The investment, which is repayable in three years, provides a solid
foundation for funding additional follow-on to support our portfolio companies. Roseway will also
provide management expertise to our portfolio companies to help achieve their growth

objectives.

Looking ahead

The slowdown in M&A and IPO markets has caused us to hold portfolio companies for longer
than normal periods for a venture capital fund. Indeed, more than half of the 87 companies in
our portfolio are expansion or mature-stage companies. We are cautiously optimistic that M&A

and IPO markets are on the edge of a recovery that will lead to more exit opportunities. In the



technology sector, for example, M&A activity is showing signs of improvement among industry
leaders such as Microsoft and Google. These companies view M&A as a faster, more efficient
means of driving growth than developing proprietary technology. Google, for instance, recently
purchased Bump Technologies, a company held by one of our sister funds, GrowthWorks

Commercialization Fund.

We believe that our portfolio is performing well, with many companies showing considerable
promise and achieving both financial and business development targets. In fact, several
companies are shaping up to be profitable investments based on their encouraging
fundamentals of product development and robust revenue growth. We believe that this
underlying value will be better reflected in the Fund performance as venture capital, M&A and

IPO markets stabilize.

We continue to be prudent in our use of capital because of the shortage of venture capital in
Canada, especially in Ontario. The Canadian Venture Capital Association reports that the
venture capital industry is showing signs of stabilizing, however, significant concerns remain,

including fundraising challenges, which are critical to driving investing transactions.

| welcome new shareholders to the Fund and thank all shareholders for their confidence and

trust. | also thank our portfolio company management teams for their achievements.

Sincerely,

g

David Levi
President and CEO
GrowthWorks Canadian Fund Ltd.



This report contains forward-looking statements that are not based on historical or current fact, including statements
containing the words “believes,” “may,” “anticipates,” “estimates,” “expects” or “will". These statements primarily
related to assessments of the future economic and market conditions for the Fund, the plans and prospects of, and
results achieved by, portfolio companies, deal flow and future capital raising and investment activity and expectations
for divesting from investments in the Fund’s venture portfolio. Events or circumstances may cause actual results to
differ materially from those expressed or implied by such forward looking statements as a result of numerous known
and unknown risks, including, but not limited to, economic and market conditions, results achieved by portfolio
companies, deal flow and future capital raising and investment activity, timing or proceeds of divestments in the
Fund's venture portfolio and those risks referenced in the Fund’s filings with Canadian securities regulators. Most of
these factors are beyond the control of the Fund and its manager. Neither the Fund nor its manager assumes any
obligation to update any of the forward-looking statements made in this report.

Other Information: A description of the Fund's business plan for 2010, the extent to which the Fund met its objectives
and its business plan for this year can be found in the Fund’s prospectus dated November 17, 2010 (the
“Prospectus”), including the sections called Investment Objectives and Investment Strategies, and the Fund’s
management reports of performance for the year-ended August 31, 2010 (“MRFPs”), including the heading Results
of Operations; particulars of compensation paid to board members of the Fund, including travel and other expenses,
can be found in the Prospectus in the section called Organization and Management Details of the Fund; a description
regarding the risks associated with making investments in the Fund can be found in the Prospectus in the section
called Risk Factors; a description of the Fund’s process for valuing its Class A shares can be found in the Prospectus
in the section called Calculation of Net Asset Value; and a description of the board’s reserve policy can be found in
the Prospectus in the section called Investment Strategies — Reserves Policies and in the MRFPs in the section
called Results of Operations — Liquidlity



THE MANAGER’S RESPONSIBILITY FOR FINANCIAL REPORTING
To the Shareholders of GrowthWorks Canadian Fund Ltd.

The accompanying financial statements for the GrowthWorks Canadian Fund Ltd. are the
responsibility of the Manager, GrowthWorks Canadian Fund Ltd., and have been
approved by the Board of Directors.

The financial statements have been prepared by the Manager based on the information
available to November 8, 2010 and are in accordance with Canadian generally accepted
principles and reflect the Manager’s best estimate and judgements.

The Manager has established systems of internal controls designed to provide reasonable
assurance that assets are safeguarded from loss or unauthorized use and to produce
reliable accounting records for the preparation of financial information.

The Board of Directors discharges its duties related to the financial statements primarily
through the activities of its Audit and Valuation Committee [the “Committee”], which is
composed of member of the Board of Directors.

The Committee has responsibility for establishing policies and procedures used by the
Manager in determining the value of the Fund’s assets, the net asset value by series of the
Class A Shares of the Fund as at August 31, 2010.

The Committee meets with the Manager to ensure that the Manager is performing
responsibly to maintain financial controls and systems, and to review the financial
statements for the Fund. The Committee also meets with the independent auditors to
discuss the audit approach, the review of internal accounting controls and the results of
their examination, prior to submitting the financial statements to the Board of Directors
and recommending its approval thereof. The Committee also considers, for review by the
Board of Directors and approval by the shareholders, the engagement and reappointment
of the independent auditors.

The financial statements have been audited by KPMG LLP, Chartered Accountants. The

auditors’ report outlines the scope of their audit and their opinion on the financial
statements.

g L

David Levi Clint Matthews
President and CEO CFO
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KPMG LLP Telephone (604) 691-3000

Chartered Accountants Fax (604) 691-3031
PO Box 10426 777 Dunsmuir Street Internet www.kpmg.ca
Vancouver BC V7Y 1K3

Canada

AUDITORS' REPORT

To the Shareholders of GrowthWorks Canadian Fund Ltd., comprising the following series:

WYV Canadian - Commission | FOF Growth Series

CAVI Series Venture / Income - Commission |

ENSIS Series Venture / Income - Commission |l

CMDF Series Venture / Financial Services - Commission |
CSTGF Series Venture / Financial Services - Commission |l
FOF Traditional Series Venture / Diversified - Commission |

Venture / GIC - Commission | Venture / Diversified - Commission Il

Venture / GIC - Commission |l Venture / CMDF Reinvestment - Commission |
Venture / Growth - Commission | Venture / CMDF Reinvestment - Commission Il
Venture / Growth - Commission I (collectively, the "Fund”)

We have audited the statement of investment portfolio of the Fund as at August 31, 2010, the
statements of net assets as at August 31, 2010 and 2009, 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 Manager. 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 the Fund's Manager, as
well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the investment
portfolio of the Fund as at August 31, 2010, its net assets as at August 31, 2010 and 2009 and the
results of its operations, changes in its net assets and its cash flows for the years then ended in
accordance with Canadian generally accepted accounting principles.

Kons 44¥
s L

Chartered Accountants

Vancouver, Canada
November 8, 2010

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
("KPMG International"), a Swiss entity.

KPMG Canada provides services to KPMG LLP.
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