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Auditors' Report

To the Unitholders of
ESI Managed Portfolio

We have audited the statements of investments and net assets of ESI Managed Portfolio as at
December 31, 2007 and the statements of operations and changes in net assets for the year then
ended. These financial statements are the responsibility of the Fund's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit 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 misstatements. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the Fund as at December 31, 2007 and the results of its operations and changes in net
assets for the year then ended in accordance with Canadian generally accepted accounting
principles.

"BDO Dunwoody LLP"
(Signed)
Chartered Accountants, Licensed Public Accountants

Oakyville, Ontario
February 8, 2008



ESI Managed Portfolio
Statement of Net Assets

December 31 2007 2006
Assets
Investments at market value (cost - $24,131,665) $ 26,609,946 $ 31,285,348
Cash and cash equivalents 3,080,110 494,769
Subscriptions receivable 1,702 61,647
Distributions receivable 12,630 69,794
29,704,388 31,911,558
Liabilities
Management fees payable 31,235 54,543
Performance fees payable - 116,944
Accrued liabilities 7,148 24,242
Redemptions payable 12,779 103,448
51,162 299,177
Net assets representing unitholders' equity $ 29,653,226 $ 31,612,381
Number of units outstanding (Note 4) 2,480,879 2,593,721
Net asset value per unit $ 1195 $ 12.19

Approved by the Board of Directors of the Manager,
Crystal Wealth Management System Limited

"Clayton Smith" (Signed)

Director

The accompanying notes are an integral part of these financial statements.
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ESI Managed Portfolio
Statement of Operations

For the year ended December 31 2007 2006
Income
Business loss allocated from partnership $ - % (36,912)
Dividends, net of withholding taxes 112,041 61,030
Interest 806,465 162,460
Distribution of income from mutual fund trusts 905,889 552,059
1,824,395 738,637
Expenses (Note 5)
Administration fees 158,058 164,306
Interest expense 930 509
Management fees 745,237 624,315
Performance fees 240,018 506,892
Sub-advisor fees 39,513 90,107
Transaction costs (Note 9) 6,494 -
1,190,250 1,386,129
Net investment income (loss) for the year 634,145 (647,492)
Realized gain (loss) on investments
Distribution of realized gains from mutual fund trusts 476,149 238,924
Realized gain on sale of investments (Note 8) 1,258,275 1,285,958
Capital gains from partnership - 78,986
Realized loss on foreign exchange (30,613) (3,294)
1,703,811 1,600,574
Unrealized gain (loss) on investments (750,453) 2,085,501

Net gain on investments

Increase in net assets from operations

953,358 3,686,075

$ 1,587,503 $ 3,038,583

Earnings per unit

$ 064 $ 1.31

The accompanying notes are an integral part of these financial statements.
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For the year ended December 31

ESI Managed Portfolio
Statement of Changes in Net Assets

2007

2006

Increase in net assets resulting from operations
Distributions to unitholders

From net investment income
From net realized gains on investments

Capital transactions
Proceeds from sale of units
Reinvested distributions (Note 6)
Payment for units redeemed (Note 7)
Net capital unit transactions
Increase (decrease) in net assets during the year

Net assets, beginning of year as previously reported

Section 3855 adjustment (Note 2 (b))
Net assets, beginning of year as restated

Net assets, end of year

$ 1,587,503 $ 3,038,583

342,868 -
1,616,936 -
(1,959,804) -
2,430,407 14,936,703
1,959,804 -
(5,948,851)  (3,736,856)
(1,558,640) 11,199,847
(1,930,941) 14,238,430
31,612,381 17,373,951
(28,214) -
31,584,167 17,373,951

$ 29,653,226 $ 31,612,381

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

Statement of Investments

December 31, 2007

No. of Units

Name

Investment Funds (74.9%)

89,717
84,769
17,760
90,781
15,000
715,684
84,665
29,259
320
29,259

Canada

Acuity Pooled Pure Canadian Equity Fund
Acuity Pooled Canadian Small Cap Fund
Arrow Epic Capital Fund - Class F

Blumont Hirsch Performance Fund
Claymore BRIC ETF

Crystal Enhanced Mortgage Fund

Mackenzie Universal Health Science Class A
Dynamic Power Hedge Fund - Class F

Epic Limited Partnership

Sextant Strategic Opportunity Hedge Fund - F

Index Tracking Units (14.9%)

82,000

28,000

3,300
7,600

Canada

iShares Dow Jones Canada Select Dividend
Index Fund

iShares S&P/TSX Capped Financial Index Fund

Global
iShares FTSE/Xinhua China 25 Fund
iShares MSCI Brazil Index Fund

Total invested assets

Other assets, net (10.3%)
Total net assets (100.0%)

Cost ($) Market ($)
2,223,011 2,218,260
2,258,481 3,193,086

276,030 282,226
2,006,481 2,609,272

620,262 630,000
7,172,997 7,191,621

900,000 939,446
1,531,609 2,540,290
1,750,000 1,749,996

900,000 849,850

19,638,871 22,204,047
1,788,819 1,796,620
1,504,867 1,447,320
3,293,686 3,243,940

601,906 556,313

597,202 605,646
1,199,108 1,161,959

24,131,665 26,609,946
3,043,280
29,653,226

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

December 31, 2007

1.

The Fund

ESI Managed Portfolio (the "Fund") is an open-ended unit trust formed under the laws of the
Province of Ontario on March 8, 2005, pursuant to a Master Declaration of Trust dated as of
the 25th day of February 2004, and as amended and restated on April 25, 2005, and as
further amended and restated on December 17, 2007 to add the Fund into the Master
Declaration of Trust of other funds for which Crystal Wealth Management System Limited
acts as trustee, and as it may be subsequently amended.

Crystal Wealth Management System Limited is the trustee, the manager ("Manager"), and
portfolio advisor of the Fund.

The Fund is not a reporting issuer under securities legislation and therefore is relying on Part
2.11 of National Instrument 81-106 for exemption from the requirement to file financial
statements with the applicable securities regulatory authorities.

Summary of Significant Accounting Policies
() Basis of presentation

These financial statements, prepared in accordance with Canadian generally accepted
accounting principles ("GAAP"), include estimates and assumptions made by
management that affect the reported amounts of assets, liabilities, income and expenses
during the reporting period. Actual results could differ from those estimates.

(b) Adoption of new accounting standards

The Canadian Institute of Chartered Accountants ("CICA") issued Section 3855:
Financial Instruments — Recognition and Measurement (“Section 3855") of the CICA
Accounting Handbook which establishes standards for the fair valuation and recording of
portfolio investments for financial reporting purposes. Section 3855 is effective for
interim and annual financial statements relating to fiscal years beginning on or after
October 1, 2006.

Section 3855 requires that the fair value of financial instruments which are traded in
active markets be measured based on the bid price for long securities and the ask price
for securities held short. Under prior standards, the fair value was based on the last
traded price for the day, when available.

Section 3855 also requires transaction costs, such as brokerage commissions, incurred
in the purchase and sale of securities to be charged to net income in the period. Under
prior standards, these costs were added to the cost of the securities purchased or
deducted from the proceeds of sale.

On January 1, 2007, the Fund retrospectively, without restatement of prior periods,
adopted Section 3855 for financial reporting purposes, as required by the transitional
provisions. Accordingly, the opening net asset value (“NAV”) in the Statement of Net
Assets for the year ending December 31, 2007 has been adjusted.



ESI Managed Portfolio
Notes to Financial Statements

December 31, 2007

2. Summary of Significant Accounting Policies - (Continued)

(b) Adoption of new accounting standards - (continued)

(©)

(d)

Canadian securities regulatory authorities have granted temporary relief to investment
funds from complying with Section 3855, for the purpose of calculating and reporting of
NAYV, other than for financial reporting purposes, up to September 30, 2008. Accordingly,
there is a “Transactional NAV” used for pricing purposes and a “GAAP NAV” in
accordance with Section 3855 for financial reporting purposes. As required by Canadian
securities regulatory authorities, a reconciliation of Transactional NAV and GAAP NAV
as at December 31, 2007 is as follows:

Amount NAV/Unit
Transactional NAV $ 29,659,110 $ 11.96
Section 3855 adjustment (5,884) (0.01)
GAAP NAV $ 29,653,226 $ 11.95

New accounting pronouncements

Recent accounting pronouncements that have been issued but are not yet effective, and
have potential implication for the Fund are as follows:

Capital disclosures

The CICA Accounting Handbook Section 1535: Capital Disclosures, requires disclosure
of an entity's objectives, policies and processes for managing capital. This standard is
effective for interim and annual financial statements relating to fiscal years beginning on
or after October 1, 2007. The Fund is currently assessing the impact of the new
standard.

Financial Instruments - disclosures and presentation

The CICA Accounting Handbook Section 3862: Financial Instruments - Disclosure,
increases the disclosures currently required to enable users to evaluate the significance
of financial instruments for an entity's financial position and performance, including
disclosures about fair value. The CICA Accounting Handbook Section 3863: Financial
Instruments - Presentation, replaces the existing requirements on the presentation of
financial instruments, which have been carried forward unchanged. These standards are
effective for interim and annual financial statements relating to fiscal years beginning on
or after October 1, 2007. The Fund is currently assessing the impact of the adoption of
these changes on the disclosure and presentation within its financial statements.

Cash and cash equivalents

The Fund considers all cash and highly liquid investments purchased with an initial
maturity of one year or less to be cash and cash equivalents.



ESI Managed Portfolio
Notes to Financial Statements

December 31, 2007

2.

Summary of Significant Accounting Policies - (Continued)

()

(f)

()

(h)

Investment transactions and income recognition
Investment transactions are recorded on a trade date basis.

Interest income is accrued as earned and dividend income is recognized on the ex-
dividend date. Distribution of income from mutual fund trusts is recorded as amounts are
distributed by the underlying fund. Realized gains and losses on investment transactions
and the unrealized gains and losses on investments are computed on an average cost
basis.

The average cost of mutual fund units includes the original cost of purchases plus the
reinvestment of distributions received or receivable at year end. The Fund recognizes
as investment income that portion of the distributions relating to dividends, interest
income and realized gains.

Foreign currency translation

The market value of investments and other assets and liabilities denominated in foreign
currencies are translated into Canadian dollars at the rate of exchange prevailing on the
year end date. The proceeds from sale of investments and investment income in foreign
currencies are translated into Canadian dollars at the approximate rate of exchange
prevailing on the dates of such transactions.

Earnings per unit

Earnings per unit in the Statement of Operations represents the increase in net assets
from operations, divided by the weighted average number of units outstanding during the
year.

Valuation of fund units

The Fund's units are issued and redeemed at the net asset value per unit, which is
determined as of the close of business each week. The net asset value per unit of the
Fund is determined by dividing the total market value of the Fund's net assets by the
number of units outstanding.

For each mutual fund unit sold, the Fund receives an amount equal to the net asset
value per unit on the date of sale, which amount is included in unitholders' equity. Units
are redeemable at the option of the unitholders at their net asset value on the
redemption date. For each unit redeemed, the number of issued and outstanding units is
reduced and the equity in the Fund is reduced by the related net asset value on the date
of redemption.



ESI Managed Portfolio
Notes to Financial Statements

December 31, 2007

3. Taxation
The Fund qualifies as a "mutual fund trust" within the meaning of the Income Tax Act
(Canada). The Fund is subject to applicable federal and provincial taxes on the amounts of
its net income for tax purposes for the year, including net realized taxable capital gains, to the
extent such net income for tax purposes has not been paid or made payable to unitholders in
the year.
No provision for income taxes is recorded in the financial statements as all income and net
realized capital gains are distributed to the unitholders.
As at December 31, 2007, the Fund has non-capital loss carry forwards of $37,028 expiring in
2015.

4. Unitholders' Equity
The Fund is authorized to issue an unlimited number of units, which are sold and redeemable
at the then current net asset value per unit at the option of the unitholder. The following units
were sold and redeemed during the year:

2007 2006

Units outstanding, beginning of year 2,593,721 1,616,003
Units issued 193,166 1,304,207
Units issued on reinvestment 165,097 -
Units redeemed (471,105) (326,489)
Units outstanding, end of year 2,480,879 2,593,721

5. Management Fees and Expenses

(&) Management fees

Pursuant to the management agreement between the Fund and the Manager, the
Manager is to provide management and investment advisor services to the Fund. For
this service, the Fund agrees to pay the Manager a management fee, which is calculated
daily and payable monthly based on an annual rate of 2.20% of the net asset value.

To encourage large investments in the Fund, the Manager may reduce the management
fee that would be charged to the Fund in respect of units held by an investor making a
large investment. The amount of the reduction is distributed by the Fund (the
"Management Fee Distribution") to the investor for whose benefit the fees were reduced.
All Management Fee Distributions will be reinvested in additional units unless otherwise
requested.
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ESI Managed Portfolio
Notes to Financial Statements

December 31, 2007

5. Management Fees and Expenses - (Continued)

(b)

(©

(d)

Performance fees

In addition to the management fees, the Fund shall pay the Manager a performance fee
equal to 20% of net returns of the Fund in excess of Government of Canada 90 day T-
Bill yield averaged during each calendar quarter. The fee will accrue on each valuation
date and is paid quarterly. When the fee is earned and paid, a new high water mark will
be set with respect to the net asset value per unit. In order for the performance bonus to
be paid subsequent to that, the latest net asset value per unit high water mark would
need to be exceeded.

Sub-advisor fees

The Fund may invest part of its proceeds in other investment funds or in segregated
accounts managed by Sub-advisors. The Sub-advisors charge a management fee and
may charge a performance fee to the Fund for managing any segregated accounts.

Expenses

The Fund pays expenses relating to its operation including professional fees, brokerage
commissions, interest and administrative costs relating to the issue and redemption of
units as well as the cost of financial and other reports and compliance with all applicable
laws, regulations and policies.

6. Distributions to Unitholders

All distributions made by the Fund are automatically reinvested in additional units at the then
current net asset value per unit. Unitholders may withdraw from the automatic reinvestment
plan by providing written notice to the Manager, and will thereafter receive all distributions in
cash.

7. Redemption of Units

Unitholders may redeem their units at any time. Redemption requests must be in writing,
stating the dollar amount or number of units of the Fund that are to be redeemed.
Redemption is based on the net asset value per unit as of the last valuation date.

If unitholders redeem units within 180 days of acquisition the Fund may charge a short-term
trading fee of 5% of the net asset value of the units redeemed. This fee is paid to the Fund.
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ESI Managed Portfolio
Notes to Financial Statements

December 31, 2007

8. Realized Gain on Sale of Investments
2007 2006
Proceeds from sale of investments $ 26,596,273 $ 22,574,913
Cost of investments sold:
Investments, beginning of year 28,005,720 15,256,214
Investments purchased during the year 21,463,943 34,038,461
49,469,663 49,294,675
Less: Investments, end of year 24,131,665 28,005,720
Less: Cost of investments sold 25,337,998 21,288,955
$ 1,258,275 $ 1,285,958
9. Brokerage Commissions
The total brokerage commissions paid by the Fund, with respect to security transactions for
the year was $4,825 (2006 - $7,355).
10. Related Party Transactions

The Fund may invest in any one of the funds that are managed by the Manager ("Underlying
Crystal Wealth Funds"). As of December 31, 2007, the Underlying Crystal Wealth Funds
include Crystal Enhanced Mortgage Fund, IFM Monitored World Equity, and ESI Premium
Portfolio.

No sales or redemption fees will be payable by the Fund in relation to its purchases or
redemptions of units of the Underlying Crystal Wealth Funds, and no management fees or
incentive fees will be payable by the Fund that would duplicate a fee payable by the
Underlying Crystal Wealth Funds for the same service. Such a reduction in management fees
is to be facilitated by an additional distribution from the Underlying Crystal Wealth Fund to the
Fund and is included in investment income of the Fund.

Included in interest income are $415,919 of interest distributions and $112,073 of
management fee distributions received from Crystal Enhanced Mortgage Fund.

As at December 31, 2007, the Fund has an investment in Crystal Enhanced Mortgage Fund
as indicated on the Statement of Investments.
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ESI Managed Portfolio
Notes to Financial Statements

December 31, 2007

11. Financial Instruments
The fair value of financial instruments approximates their carrying value.
(@) Market risk

The Fund is subject to market risk with its marketable securities. The values of these
financial instruments will fluctuate as a result of changes in market prices or factors
affecting the net asset values of the underlying investments.

(b) Liquidity risk

The Fund is subject to liquidity risk with some of its securities owned. As a result, the
Fund may be unable to realize the full fair value of these securities in the event that
these financial assets need to be sold quickly.
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