




 

 

Report of Independent Registered Public Accounting Firm 

The Board of Managers of DB Commodity Services, LLC 
The Shareholders of PowerShares DB Base Metals Fund and Subsidiary: 

We have audited the accompanying consolidated statements of financial condition, including the 
consolidated schedules of investments, of PowerShares DB Base Metals Fund and Subsidiary (the Fund) as 
of December 31, 2008 and 2007, and the related consolidated statements of income and expenses, changes 
in shareholders’ equity, and cash flows for the year ended December 31, 2008, and the period from 
January 3, 2007 (commencement of investment operations) to December 31, 2007. These consolidated 
financial statements are the responsibility of the Fund’s management. Our responsibility is to express an 
opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States).  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about 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 
management, as well as evaluating the overall financial statement presentation.  We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of PowerShares DB Base Metals Fund and Subsidiary as of December 31, 
2008 and 2007, and the results of their operations and their cash flows for the year ended December 31, 
2008, and the period from January 3, 2007 (commencement of investment operations) to December 31, 
2007, in conformity with U.S. generally accepted accounting principles.   

 

  

 
New York, New York  
March 9, 2009 
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PowerShares DB Base Metals Fund and Subsidiary 
Consolidated Statements of Financial Condition 

December 31, 2008 and 2007 
          
          
      2008  2007 

Assets      
   Equity in broker trading accounts:     

  

United States Treasury Obligations, at fair value 
(cost $30,999,510 and $44,839,134, 
respectively)   $             30,997,263    $                  44,861,139 

  Cash held by broker                   30,952,245                        11,051,488 
  Net unrealized depreciation on futures contracts                (28,506,169)                       (7,470,862) 
        Deposits with broker                   33,443,339                        48,441,765 
        Total assets    $             33,443,339     $                  48,441,765 
         
Liabilities and shareholders' equity       
  Management fee payable                          21,332                                30,794 
  Brokerage fee payable                                585                                  8,251 

  
Non controlling interest in consolidated 
subsidiary - related party                                477                                  1,000 

        Total liabilities    $                    22,394     $                         40,045 
          
  Commitments and Contingencies (Note 9)       
         
Shareholders' equity       
  General shares:       

  
     Paid in capital - 40 shares issued and 
outstanding as of December 31, 2008 and       

          2007, respectively                           1,000                                  1,000 
       Accumulated deficit                            (523)                                  (120) 
               Total General shares                               477                                     880 
         
  Shares:       

  

       Paid in capital - 2,800,000 and 2,200,000 
redeemable shares issued and outstanding as of 
December 31, 2008 and 2007, respectively                   95,254,196                         67,214,352 

       Accumulated deficit                (61,833,728)                      (18,813,512) 
               Total Shares                   33,420,468                         48,400,840 
         
  Total shareholders' equity                   33,420,945                         48,401,720 
         
  Total liabilities and shareholders' equity    $             33,443,339     $                  48,441,765 
         
  Net asset value per share       
       General shares    $                      11.93     $                           22.00 
      Shares   $                      11.94     $                           22.00 
      
See accompanying notes to consolidated financial statements. 
 
 

 
 



 

3 

 
PowerShares DB Base Metals Fund and Subsidiary  

 Consolidated Schedule of Investments  
December 31, 2008 

       
       

  Percentage of  Fair  Face  
Description  Net Assets  Value  Value 
U.S. Treasury Obligations       
      U.S. Treasury Bills, 0.95%  due January 15, 2009   26.92 %  $           8,999,955    $     9,000,000  
      U.S. Treasury Bills, 0.65%  due January 22, 2009   14.96                4,999,980           5,000,000  
      U.S. Treasury Bills, 0.03%  due January 29, 2009   1.50                   499,989              500,000  
      U.S. Treasury Bills, 0.355%  due February 12, 2009   1.50                   499,984              500,000  
      U.S. Treasury Bills, 0.14%  due March 5, 2009   46.37              15,497,412         15,500,000  
      U.S. Treasury Bills, 0.04%  due March 26, 2009   1.50                   499,943              500,000  
Total U.S. Treasury Obligations (cost $30,999,510)  92.75 %  $         30,997,263    

       
A portion of the above United States Treasury Obligations are held as initial margin against open futures contracts, as noted in 
Note 4(e) 
  Percentage of  Fair   
Description  Net Assets  Value   
Unrealized Depreciation on Futures Contracts       
     Aluminum (241 contracts, settlement date 

November 16, 2009)  (14.16) %  $         (4,733,344)   
     Copper (132 contracts, settlement date 

March 16, 2009)  (47.38)            (15,833,925)   
     Zinc (453 contracts, settlement date May 18, 2009)  (23.75)              (7,938,900)   
Net Unrealized Depreciation on Futures Contracts  (85.29) %  $       (28,506,169)   
       
       
See accompanying notes to consolidated financial statements. 
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PowerShares DB Base Metals Fund and Subsidiary  
 Consolidated Schedule of Investments 

December 31, 2007 
       
       

  Percentage of  Fair  Face  
Description  Net Assets  Value  Value 
U.S. Treasury Obligations       
      U.S. Treasury Bills, 3.10%  due January 3, 2008   3.10 %  $           1,499,904    $     1,500,000 
      U.S. Treasury Bills, 2.89%  due January 10, 2008   1.03                   499,729              500,000 
      U.S. Treasury Bills, 3.04%  due January 24, 2008   10.31                4,991,970           5,000,000 
      U.S. Treasury Bills, 3.92%  due January 31, 2008   11.34                5,487,108           5,500,000 
      U.S. Treasury Bills, 3.55%  due February 7, 2008   41.20              19,942,000         20,000,000 
      U.S. Treasury Bills, 3.39%  due February 21, 2008   8.23                3,983,596           4,000,000 
      U.S. Treasury Bills, 3.18%  due February 28, 2008   8.22                3,981,096           4,000,000 
      U.S. Treasury Bills, 3.03%  due March 6, 2008   9.25                4,475,736           4,500,000 
Total U.S. Treasury Obligations (cost $44,839,134)  92.68 %  $         44,861,139    
       
A portion of the above United States Treasury Obligations are held as initial margin against open futures contracts, as 
noted in Note 4(e) 
       
  Percentage of  Fair   
Description  Net Assets  Value   
Unrealized Depreciation on Futures Contracts       

Aluminum (263 contracts, settlement date  
November 17, 2008)  (0.41) %  $            (198,325)    

Copper (100 contracts, settlement date  
March 17, 2008)  (5.13)              (2,483,912)   

Zinc (259 contracts, settlement date May 19, 2008)  (9.89)              (4,788,625)   
Net Unrealized Depreciation on Futures Contracts  (15.43) %  $         (7,470,862)   
       
       
See accompanying notes to consolidated financial statements. 
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PowerShares DB Base Metals Fund and Subsidiary 
Consolidated Statements of Income and Expenses 

For the Year Ended December 31, 2008 and For the Period Ended December 31, 2007(i) 
         
        2008   2007 
Income       
                 Interest Income    $      1,493,654    $       2,624,049  
        
Expenses       
 Management fee               614,497                430,403  
 Brokerage commissions and fees                     4,441                  17,216  
          Total expenses                 618,938                 447,619  
          Net investment income               874,716              2,176,430  
       
Net Realized and Net Change in Unrealized Gain (Loss) on United States       
    Treasury Obligations and Futures         
Net Realized Gain (Loss) on         
  United States Treasury Obligations                   57,103                 117,940  
  Futures          (22,108,868)          (11,547,107) 
  Net realized gain (loss)          (22,051,765)          (11,429,167) 
Net Change in Unrealized Gain (Loss) on        
  United States Treasury Obligations                 (24,252)                  22,005  
  Futures          (21,035,307)            (7,470,862) 
  Net change in unrealized loss          (21,059,559)            (7,448,857) 
  Net realized and net change in unrealized loss on           
     United States Treasury Obligations and Futures        (43,111,324)          (18,878,024) 
          
Net Loss        $  (42,236,608)    $    (16,701,594) 
            
See accompanying notes to consolidated financial statements.  
         
(i)  The Period Ended December 31, 2007 reflects operating results since January 3, 2007, the date of commencement of 

investment operations. 
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PowerShares DB Base Metals Fund and Subsidiary 
Consolidated Statement of Changes in Shareholders' Equity 

For the Year Ended December 31, 2008 
                   
  General Shares  Shares  Total 
  General Shares      Shares       

  Shares  
Paid in 
Capital  

Accumulated
Earnings 
(Deficit)  Total Equity  Shares  Paid in Capital  

Accumulated 
Earnings 
(Deficit)  Total Equity  

Total 
Shareholders' 

Equity 
Balance at January 1, 2008   40   $ 1,000   $ (120)   $ 880  2,200,000   $ 67,214,352   $ (18,813,512)   $ 48,400,840   $ 48,401,720 
Sale of Shares           3,600,000  89,803,186    89,803,186  89,803,186 
Redemption of Shares           (3,000,000)  (61,763,342)    (61,763,342)  (61,763,342) 
Net Loss                    
     Net investment income       10  10      874,706  874,706  874,716 

                 
                 

     Net realized loss on United 
        States Treasury  
        Obligations and Futures       (304)  (304)      (22,051,461)  (22,051,461)  (22,051,765) 

                 
                 
                 

     Net change in  
       unrealized gain (loss) on 
       United  States Treasury 
       Obligations and Futures       (98)  (98)      (21,059,461)  (21,059,461)  (21,059,559) 
Net Loss       (392)  (392)      (42,236,216)  (42,236,216)  (42,236,608) 
                    
Distributions of net 
investment income ($0.28 per 
Share) 

  

    (11)  (11)      (784,000)  (784,000)  (784,011) 
Balance at December 31, 
2008   40   $ 1,000   $ (523)   $ 477  2,800,000   $ 95,254,196   $ (61,833,728)   $ 33,420,468   $ 33,420,945 
                     
                                      
See accompanying notes to consolidated financial statements.                            
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PowerShares DB Base Metals Fund and Subsidiary 

Consolidated Statement of Changes in Shareholders' Equity 
For the Period Ended December 31, 2007(i)  

                                      
  General Shares  Shares  Total 
                   
                   
                 
  General Shares  Accumulated   Shares  Accumulated   Total 

  Shares  
Paid in 
Capital  

Earnings 
(Deficit)  

Total 
Equity   Shares  Paid in Capital  

Earnings 
(Deficit)  

Total 
Equity  

Shareholders’ 
Equity 

Balance at January 3, 2007   40   $ 1,000   $ -   $ 1,000  -   $ -   $ -   $ -   $ 1,000 
Sale of Shares           4,200,000  114,426,652    114,426,652  114,426,652 
Redemption of Shares           (2,000,000)  (47,212,300)    (47,212,300)  (47,212,300) 
Net Loss                    
     Net investment income       40  40      2,176,390  2,176,390  2,176,430 
     Net realized loss on United 

States Treasury 
Obligations and futures 

  

    (181)  (181)      (11,428,986)  (11,428,986)  (11,429,167) 
     Net change in unrealized 

gain (loss) on United 
States Treasury 
Obligations and futures 

  

    59  59      (7,448,916)  (7,448,916)  (7,448,857) 
Net Loss       (82)  (82)      (16,701,512)  (16,701,512)  (16,701,594) 
                     
Distributions of net 

investment income ($0.96 
per Share) 

  

    (38)  (38)      (2,112,000)  (2,112,000)  (2,112,038) 
Balance at  
December 31, 2007   40   $ 1,000   $ (120)   $ 880  2,200,000   $ 67,214,352   $ (18,813,512)   $ 48,400,840   $ 48,401,720 
                                      
                                      
See accompanying notes to consolidated financial statements.  
                                
(i) The Period Ended December 31, 2007 reflects operating results since January 3, 2007, the date of commencement of investment operations.  
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PowerShares DB Base Metals Fund and Subsidiary   
Consolidated Statements of Cash Flows 

For the Year Ended December 31, 2008 and For the Period Ended December 31, 2007(i) 
    
    
   2008  2007 

Cash flow provided by operating activities:         
Net Loss   $                 (42,236,608)   $               (16,701,594) 
Adjustments to reconcile net loss to net cash used for 
operating activities:     
  Cost of securities purchased                    (343,110,406)                  (282,838,237) 

  
Proceeds from securities sold and 
matured                      358,409,132                     240,605,305  

  
Net accretion of discount on United 

States Treasury Obligations                         (1,401,999)                       (2,488,262) 

  
Net realized gain on United States 

Treasury Obligations                             (57,103)                         (117,940) 

  

Net change in unrealized loss on United 
States Treasury Obligations and 
futures                        21,059,559                         7,448,857  

  
Change in operating receivables 
and liabilities:     

  Management fee payable                               (9,462)                             30,794  
  Brokerage fee payable                               (7,666)                               8,251  

  

Non controlling interest in 
consolidated subsidiary - 
related party                                  (523)                               1,000  

  
Net cash used for operating 

activities  
  

(7,355,076)                     (54,051,826) 
Cash flows from financing activities:       
 Proceeds from sale of Shares                        89,803,186                     114,426,652  
 Redemption of Shares                       (61,763,342)                    (47,212,300) 

 
Cash distributions paid on Shares and 

General Shares                           (784,011)                      (2,112,038) 

 
Net cash provided by financing 

activities                         27,255,833                        65,102,314  

 
Net change in cash held by 

broker                        19,900,757                       11,050,488  
            
Cash held by broker at beginning of period                         11,051,488                                 1,000  
Cash held by broker at end of period   $                   30,952,245     $                 11,051,488  
          
See accompanying notes to  consolidated financial statements.  

(i)  The Period Ended December 31, 2007 reflects operating results since January 3, 2007, the date of commencement of 
investment operations.  
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PowerShares DB Base Metals  Fund and Subsidiary 
Notes to Consolidated Financial Statements 

December 31, 2008 

(1) Organization 

PowerShares DB Base Metals Fund (the “Fund”; “Fund” may also refer to the Fund and the Master Fund, 
collectively, as the context requires), a separate series of PowerShares DB Multi-Sector Commodity Trust (the “Trust”), a 
Delaware statutory trust organized in seven separate series, and its subsidiary, DB Base Metals Master Fund (the “Master 
Fund”), a separate series of DB Multi-Sector Commodity Master Trust (the “Master Trust”), a Delaware statutory trust 
organized in seven separate series were formed on August 3, 2006. DB Commodity Services LLC, a Delaware limited 
liability company (“DBCS” or the “Managing Owner”), funded both the Fund and the Master Fund with a capital 
contribution of $1,000 in exchange for 40 General Shares of each of the Fund and the Master Fund. The fiscal year end of the 
Fund is December 31st.  The term of the Fund is perpetual (unless terminated earlier in certain circumstances) as provided in 
the Amended and Restated Declaration of Trust and Trust Agreement of the Trust and the Master Trust (each a “Trust 
Agreement”, and collectively, the “Trust Agreements”). 

The Fund offers common units of beneficial interest (the “Shares”) only to certain eligible financial institutions (the 
“Authorized Participants”) in one or more blocks of 200,000 Shares, called a Basket. The proceeds from the offering of 
Shares are invested in the Master Fund.  The Fund commenced trading on the American Stock Exchange (now known as the 
NYSE Alternext US LLC (the “NYSE Alternext”)) on January 5, 2007 and, as of November 25, 2008, is listed on the NYSE 
Arca, Inc. (the “NYSE Arca”).  The Fund and the Master Fund commenced investment operations on January 3, 2007 with 
the initial offering of 1,000,000 Shares to Deutsche Bank Securities Inc. as initial purchaser of the Fund in exchange for 
$25,000,000.  After the initial offering of the Shares, an additional 3,200,000 Shares were issued to certain Authorized 
Participants for $89,426,652 and 2,000,000 Shares were redeemed for $47,212,300 during the period from January 3, 2007 
(commencement of investment operations) to December 31, 2007.  During the period from January 1, 2008 to December 31, 
2008, an additional 3,600,000 Shares were issued to certain Authorized Participants for $89,803,186 and 3,000,000 Shares 
were redeemed for $61,763,342. 

This Report covers the year ended December 31, 2008 (herein referred to as the “Year Ended December 31, 2008”) 
and the period from January 3, 2007 (commencement of investment operations) to December 31, 2007 (herein referred to as 
the “Period Ended December 31, 2007”). 

(2) Fund Investment Overview 

The Master Fund invests with a view to tracking the changes, whether positive or negative, in the level of the 
Deutsche Bank Liquid Commodity Index–Optimum Yield Industrial Metals Excess Return™ (“DBLCI-OY Industrial Metals 
ER™”, or the “Index”) plus the excess, if any, of the Master Fund’s income from its holdings of United States Treasury 
Obligations and other high credit quality short-term fixed income securities over the expenses of the Fund and the Master 
Fund.  

The Index is intended to reflect the change in market value of the base metals sector.  The commodities comprising 
the Index (the “Index Commodities”), are aluminum, zinc and copper—Grade A.  The Index Commodities are currently 
trading on the London Metals Exchange (the “LME”).  Although the LME does not currently impose position limits on the 
Index Commodities, the LME may in the future impose position limits on market participants trading in certain commodities 
included in the Index.  The Index is comprised of futures contracts on the Index Commodities that expire in a specific month 
and trade on a specific exchange (the “Index Contracts”).  As disclosed in the Fund’s Prospectus, if the Managing Owner 
determines in its commercially reasonable judgment that it has become impracticable or inefficient for any reason for the 
Master Fund to gain full or partial exposure to any Index Commodity by investing in a specific Index Contract, the Master 
Fund may invest in a futures contract referencing the particular Index Commodity other than the Index Contract or, in the 
alternative, invest in other futures contracts not based on the particular Index Commodity if, in the commercially reasonable 
judgment of the Managing Owner, such futures contracts tend to exhibit trading prices that correlate with such Index 
Commodity. 

The Master Fund also holds United States Treasury Obligations and other high credit quality short-term fixed 
income securities for deposit with the Master Fund’s commodity broker as margin and for investment.  

The Fund does not employ leverage.  As of December 31, 2008 and December 31, 2007, the Fund had $33,443,339 
(or 100%) and $48,441,765 (or 100%), respectively, of its holdings of cash, United States Treasury Obligations and 
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unrealized appreciation/depreciation on futures contracts on deposit with its Commodity Broker.  Of this, $5,273,461 (or 
15.77%) and $3,724,600 (or 7.69%), respectively, of the Fund’s holdings of cash and United States Treasury Obligations are 
required to be deposited as margin in support of the Fund’s long futures positions.  For additional information, please see the 
audited Consolidated Schedule of Investments as of December 31, 2008 and the audited Consolidated Schedule of 
Investments as of December 31, 2007 for a breakdown of the Fund’s portfolio holdings. 

DBLCI™ and Deutsche Bank Liquid Commodity Index™ are trademarks of Deutsche Bank AG London (the 
“Index Sponsor”).  The Index Sponsor is an affiliate of the Fund, the Master Fund and the Managing Owner.  

(3) Service Providers and Related Party Agreements 

The Trustee  

Under the Trust Agreements, Wilmington Trust Company, the Trustee of the Fund and the Master Fund has 
delegated to the Managing Owner the exclusive management and control of all aspects of the business of the Trust, the Fund 
and the Master Trust and the Master Fund.  The Trustee will have no duty or liability to supervise or monitor the performance 
of the Managing Owner, nor will the Trustee have any liability for the acts or omissions of the Managing Owner. 

The Managing Owner 

The Managing Owner serves the Fund and Master Fund as commodity pool operator, commodity trading advisor 
and managing owner, and is an indirect wholly-owned subsidiary of Deutsche Bank AG.  During the Year Ended December 
31, 2008, the Fund and the Master Fund incurred Management Fees of $614,497, of which $21,332 was payable at December 
31, 2008. During the Period Ended December 31, 2007, the Fund and Master Fund incurred Management Fees of $430,403 
of which $30,794 was payable at December 31, 2007. 

The Commodity Broker 

Deutsche Bank Securities Inc., a Delaware corporation, serves as the Master Fund’s clearing broker (the 
“Commodity Broker”). The Commodity Broker is an indirect wholly-owned subsidiary of Deutsche Bank AG. In its capacity 
as clearing broker, the Commodity Broker executes and clears each of the Master Fund’s futures transactions and performs 
certain administrative services for the Master Fund.  The Commodity Broker is an affiliate of the Managing Owner.  For the 
Year Ended December 31, 2008, the Fund and Master Fund incurred brokerage fees of $4,441 of which $585 was payable at 
December 31, 2008.  For the Period Ended December 31, 2007, the Fund and Master Fund incurred brokerage fees of 
$17,216 of which $8,251 was payable at December 31, 2007. 

The Administrator 

The Bank of New York Mellon (the “Administrator”) has been appointed by the Managing Owner as the 
administrator, custodian and transfer agent of the Master Fund and the Fund, and have entered into separate administrative, 
custodian, transfer agency and service agreements (collectively referred to as the “Administration Agreement”). 

Pursuant to the Administration Agreement, the Administrator performs or supervises the performance of services 
necessary for the operation and administration of the Fund and the Master Fund (other than making investment decisions), 
including receiving and processing orders from Authorized Participants to create and redeem Baskets, net asset value 
calculations, accounting and other fund administrative services.  The Administrator retains certain financial books and 
records, including:  Basket creation and redemption books and records, fund accounting records, ledgers with respect to 
assets, liabilities, capital, income and expenses, the registrar, transfer journals and related details, and trading and related 
documents received from futures commission merchants. 

The Administration Agreement will continue in effect from the commencement of trading operations unless 
terminated on at least 90 days’ prior written notice by either party to the other party.  Notwithstanding the foregoing, the 
Administrator may terminate the administrative portion of the Administration Agreement upon 30 days’ prior written notice 
if the Fund and/or Master Fund has materially failed to perform its obligations under the Administration Agreement. 
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The Distributor 

ALPS Distributors, Inc. (the “Distributor”) provides certain distribution services to the Fund. Pursuant to the 
Distribution Services Agreement between the Managing Owner in its capacity as managing owner of the Fund, the Fund and 
the Distributor, the Distributor assists the Managing Owner and the Administrator with certain functions and duties relating 
to distribution and marketing services to the Fund including reviewing and approving marketing materials.  

The Distribution Services Agreement is terminable without penalty on sixty days’ written notice by the Managing 
Owner or by the Distributor. The Distribution Services Agreement will automatically terminate in the event of its assignment. 

Invesco Powershares Capital Management LLC 

Under the License Agreement among Invesco Powershares Capital Management LLC (formerly known as 
PowerShares Capital Management LLC) (the “Licensor”) and the Managing Owner in its own capacity and in its capacity as 
managing owner of the Fund (the Fund and the Managing Owner, collectively, the “Licensees”), the Licensor granted to each 
Licensee a non-exclusive license to use the “PowerShares®” trademark (the “Trademark”) anywhere in the world, solely in 
connection with the marketing and promotion of the Fund and to use or refer to the Trademark in connection with the 
issuance and trading of the Fund as necessary. 

Invesco Aim Distributors, Inc. 

Through a marketing agreement between the Managing Owner and Invesco Aim Distributors, Inc. (formerly known 
as A I M Distributors, Inc.) (“Invesco Aim Distributors”), an affiliate of Invesco PowerShares Capital Management LLC 
(“Invesco PowerShares”), the Managing Owner, on behalf of the Fund and the Master Fund, has appointed Invesco Aim 
Distributors as a marketing agent. Invesco Aim Distributors assists the Managing Owner and the Administrator with certain 
functions and duties such as providing various educational and marketing activities regarding the Fund, primarily in the 
secondary trading market, which activities include, but are not limited to, communicating the Fund’s name, characteristics, 
uses, benefits, and risks, consistent with the prospectus.  Invesco Aim Distributors will not open or maintain customer 
accounts or handle orders for the Fund. Invesco Aim Distributors engages in public seminars, road shows, conferences, 
media interviews, and distributes sales literature and other communications (including electronic media) regarding the Fund. 

(4) Summary of Significant Accounting Policies  

(a) Basis of Presentation and Consolidation 

The consolidated financial statements of the Fund have been prepared using U.S. generally accepted accounting 
principles, and they include the consolidated financial statement balances of the Fund and the Master Fund. Upon the initial 
offering of the Shares on January 3, 2007, the capital raised by the Fund was used to purchase 100% of the common units of 
beneficial interest of the Master Fund (the “Master Fund Limited Units”) (excluding common units of beneficial interest of 
the Master Fund held by the Managing Owner (the “Master Fund General Units”)).  The Master Fund Limited Units owned 
by the Fund provide the Fund and its investors certain controlling rights and abilities over the Master Fund. Consequently, 
the financial statement balances of the Master Fund have been consolidated with the Fund’s financial statement balances 
beginning January 3, 2007 (commencement of investment operations), and all significant inter-company balances and 
transactions have been eliminated. 

(b) Use of Estimates 

The preparation of the consolidated financial statements in conformity with U.S. generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, 
revenues and expenses and related disclosure of contingent assets and liabilities during the reporting period of the 
consolidated financial statements and accompanying notes. Actual results could differ from those estimates. 

(c) Financial Instruments and Fair Value 

United States Treasury Obligations and commodity futures contracts are recorded in the consolidated statements of 
financial condition on a trade date basis at fair value with changes in fair value recognized in earnings in each period.  The 
fair value of a financial instrument is the amount that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date (the exit price). 
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The Fund adopted FASB Statement No. 157, “Fair Value Measurements” (Statement No. 157), effective January 1, 
2008.  Statement No. 157 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure 
fair value.  The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets and 
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).  The three levels of 
the fair value hierarchy under Statement No. 157 are described below: 

Basis of Fair Value Measurement 

Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, 
unrestricted assets or liabilities; 

Level 2: Quoted prices in markets that are not active or financial instruments for which all significant inputs are 
observable, either directly or indirectly; 

Level 3: Prices or valuations that require inputs that are both significant to the fair value measurement and 
unobservable. 

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is 
significant to the fair value measurement.   

In determining fair value of United States Treasury Obligations and commodity futures contracts, the Fund uses 
unadjusted quoted market prices in active markets.  United States Treasury Obligations and commodity futures contracts are 
classified within Level 1 of the fair value hierarchy.  The Fund does not adjust the quoted prices for United States Treasury 
Obligations and commodity futures contracts. 

(d) Deposits with Broker 

The Fund deposits cash and United States Treasury Obligations with its Commodity Broker subject to Commodity 
Futures Trading Commission (the “CFTC”) regulations and various exchange and broker requirements.  The combination of 
the Fund’s deposits with its Commodity Broker of cash and United States Treasury Obligations and the unrealized profit or 
loss on open futures contracts (variation margin) represents the Fund’s overall equity in its broker trading account.  To meet 
the Fund’s initial margin requirements, the Fund holds United States Treasury Obligations.  The Fund uses its cash held by 
the Commodity Broker to satisfy variation margin requirements.  The Fund earns interest on its cash deposited with the 
Commodity Broker. 

(e) United States Treasury Obligations 

The Fund records purchases and sales of United States Treasury Obligations on a trade date basis. These holdings 
are marked to market based on quoted market closing prices. The Fund holds United States Treasury Obligations for deposit 
with the Master Fund’s Commodity Broker to meet margin requirements and for trading purposes.  Interest income is 
recognized on an accrual basis when earned.  Premiums and discounts are amortized or accreted over the life of the United 
States Treasury Obligations.  Included in the United States Treasury Obligations as of December 31, 2008 was $5,273,461 
which were restricted and held against initial margin of the open futures contracts.  Included in the United States Treasury 
Obligations as of December 31, 2007 was $3,724,600 which were restricted and held against initial margin of the open 
futures contracts.     

(f)  Cash Held by Broker 

The Fund’s arrangement with the Commodity Broker requires the Fund to meet its variation margin requirement 
related to the price movements, both positive and negative, on futures contracts held by the Fund by keeping cash on deposit 
with the Commodity Broker.  The Fund defines cash and cash equivalents to be highly liquid investments, with original 
maturities of three months or less when purchased. As of December 31, 2008, the Fund had cash held by the Commodity 
Broker of $30,952,245, of which $28,506,169 was on deposit to satisfy the Fund’s negative variation margin on open futures 
contracts. As of December 31, 2007, the Fund had cash held by the Commodity Broker of $11,051,488, none of which was 
restricted and $7,470,862 was on deposit to satisfy the Fund’s negative variation margin on open futures contracts.  There 
were no cash equivalents held by the Fund as of December 31, 2008 and 2007. 
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 (g) Income Taxes 

The Fund and the Master Fund are classified as partnerships for U.S. federal income tax purposes. Accordingly, 
neither the Fund nor the Master Fund will incur U.S. federal income taxes. No provision for federal, state, and local income 
taxes has been made in the accompanying consolidated financial statements, as investors are individually liable for income 
taxes, if any, on their allocable share of the Fund’s share of the Master Fund’s income, gain, loss, deductions and other items. 

The following are the major tax jurisdictions for the Fund and the earliest tax year subject to examination: 

Jurisdiction Tax Year 
US Federal 2007 
State of New York 2007 
New York City 2007 
State of Florida 2007 
State of Georgia 2007 
State of Maine 2007 
State of Oregon 2007 
State of Utah 2007 
State of West Virginia 2007 

(h) Futures Contracts 

All commodity futures contracts are held and used for trading purposes. The commodity futures are recorded on a 
trade date basis and open contracts are recorded in the consolidated statement of financial condition at fair value on the last 
business day of the period, which represents market value for those commodity futures for which market quotes are readily 
available.  However, when market closing prices are not available, the Managing Owner may value an asset of the Master 
Fund pursuant to policies the Managing Owner has adopted, which are consistent with normal industry standards.  Realized 
gains (losses) and changes in unrealized appreciation (depreciation) on open positions are determined on a specific 
identification basis and recognized in the consolidated statement of income and expenses in the period in which the contract 
is closed or the changes occur, respectively. As of December 31, 2008 and 2007, the futures contracts held by the Fund were 
in an unrealized depreciation position of $28,506,169 and $7,470,862, respectively. 

(i) Management Fee 

The Master Fund pays the Managing Owner a management fee (the “Management Fee”), monthly in arrears, in an 
amount equal to 0.75% per annum of the daily net asset value of the Master Fund.  No separate Management Fee is paid by 
the Fund.  The Management Fee is paid in consideration of the Managing Owner’s commodity futures trading advisory 
services.   

(j) Brokerage Commissions and Fees 

The Master Fund incurs all brokerage commissions, including applicable exchange fees, NFA fees, give-up fees, pit 
brokerage fees and other transaction related fees and expenses charged in connection with trading activities by the 
Commodity Broker. These costs are recorded as brokerage commissions and fees in the consolidated statement of income and 
expenses as incurred. The Commodity Broker’s brokerage commissions and trading fees are determined on a contract-by-
contract basis.  On average, total charges paid to the Commodity Broker were less than $10.00 per round-turn trade for the 
Year Ended December 31, 2008 and the Period Ended December 31, 2007.   

(k) Routine Operational, Administrative and Other Ordinary Expenses 

The Managing Owner assumes all routine operational, administrative and other ordinary expenses of the Fund and 
the Master Fund, including, but not limited to, computer services, the fees and expenses of the Trustee, legal and accounting 
fees and expenses, tax preparation expenses, filing fees and printing, mailing and duplication costs. Accordingly, all such 
expenses are not reflected in the consolidated statement of income and expenses of the Fund.   



 

14 

(l) Organizational and Offering Costs 

All organizational and offering expenses of the Fund and its Master Fund are incurred and assumed by the 
Managing Owner.  Expenses incurred in connection with the continuous offering of Shares also will be paid by the Managing 
Owner. 

(m) Non-Recurring and Unusual Fees and Expenses 

The Master Fund pays all fees and expenses, if any, of the Fund and the Master Fund, which are non-recurring and 
unusual in nature.  Such expenses include legal claims and liabilities, litigation costs or indemnification or other 
unanticipated expenses.  Such fees and expenses, by their nature, are unpredictable in terms of timing and amount. For the 
Year Ended December 31, 2008 and the Period Ended December 31, 2007, the Fund and the Master Fund did not incur such 
expenses. 

(5) Fair Value Measurements  

The Fund’s assets and liabilities recorded at fair value have been categorized based upon a fair value hierarchy in 
accordance with Statement No. 157.  See Note 4(c) for discussion of the Fund’s policies regarding this hierarchy.   

Assets and Liabilities Measured at Fair Value as of December 31, 2008: 
 

United States Treasury Obligations (Level 1)  $30,997,263 

Commodity Futures Contracts (Level 1) $(28,506,169) 
 
There were no Level 2 or Level 3 holdings as of December 31, 2008. 

(6) Financial Instrument Risk 

In the normal course of its business, the Master Fund is party to financial instruments with off-balance sheet risk. 
The term “off-balance sheet risk” refers to an unrecorded potential liability that, even though it does not appear on the 
balance sheet, may result in a future obligation or loss. The financial instruments used by the Master Fund are commodity 
futures, whose values are based upon an underlying asset and generally represent future commitments that have a reasonable 
possibility of being settled in cash or through physical delivery. The financial instruments are traded on an exchange and are 
standardized contracts.  

Market risk is the potential for changes in the value of the financial instruments traded by the Master Fund due to 
market changes, including fluctuations in commodity prices.  In entering into these futures contracts, there exists a market 
risk that such futures contracts may be significantly influenced by adverse market conditions, resulting in such futures 
contracts being less valuable. If the markets should move against all of the futures contracts at the same time, the Master 
Fund could experience substantial losses.  

Credit risk is the possibility that a loss may occur due to the failure of an exchange clearinghouse to perform 
according to the terms of a futures contract. Credit risk with respect to exchange-traded instruments is reduced to the extent 
that an exchange or clearing organization acts as a counterparty to the transactions. The Master Fund’s risk of loss in the 
event of counterparty default is typically limited to the amounts recognized in the consolidated statement of financial 
condition and not represented by the futures contract or notional amounts of the instruments.  

The Fund and the Master Fund have not utilized, nor do they expect to utilize in the future, special purpose entities 
to facilitate off-balance sheet financing arrangements and have no loan guarantee arrangements or off-balance sheet 
arrangements of any kind, other than agreements entered into in the normal course of business noted above. 

(7) Share Purchases and Redemptions 

(a) Purchases 

Shares may be purchased from the Fund only by Authorized Participants in one or more blocks of 200,000 Shares, 
called a Basket. The Fund issues Shares in Baskets only to Authorized Participants continuously as of noon, New York time, 
on the business day immediately following the date on which a valid order to create a Basket is accepted by the Fund, at the 
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net asset value of 200,000 Shares as of the closing time of the NYSE Arca or the last to close of the exchanges on which the 
Master Fund’s assets are traded, whichever is later, on the date that a valid order to create a Basket is accepted by the Fund. 

(b) Redemptions 

On any business day, an Authorized Participant may place an order with the Managing Owner to redeem one or 
more Baskets. Redemption orders must be placed by 10:00 a.m., New York time. The day on which the Managing Owner 
receives a valid redemption order is the redemption order date. Redemption orders are irrevocable. The redemption 
procedures allow Authorized Participants to redeem Baskets. Individual shareholders may not redeem directly from the Fund.  

By placing a redemption order, an Authorized Participant agrees to deliver the Baskets to be redeemed through The 
Depository Trust Company’s (the “DTC”) book-entry system to the Fund not later than noon, New York time, on the 
business day immediately following the redemption order date. By placing a redemption order, and prior to receipt of the 
redemption proceeds, an Authorized Participant’s DTC account is charged the non-refundable transaction fee due for the 
redemption order.  

The redemption proceeds from the Fund consist of the cash redemption amount. The cash redemption amount is 
equal to the net asset value of the number of Basket(s) requested in the Authorized Participant’s redemption order as of the 
closing time of the NYSE Arca or the last to close of the exchanges on which the Master Fund’s assets are traded, whichever 
is later, on the redemption order date. The Fund will distribute the cash redemption amount at noon, New York time, on the 
business day immediately following the redemption order date through DTC to the account of the Authorized Participant as 
recorded on DTC’s book-entry system.  

The redemption proceeds due from the Fund are delivered to the Authorized Participant at noon, New York time, on 
the business day immediately following the redemption order date if, by such time on such business day immediately 
following the redemption order date, the Fund’s DTC account has been credited with the Baskets to be redeemed. If the 
Fund’s DTC account has not been credited with all of the Baskets to be redeemed by such time, the redemption proceeds are 
delivered to the extent of whole Baskets received. Any remainder of the redemption proceeds are delivered on the next 
business day to the extent of remaining whole Baskets received if the Managing Owner receives the fee applicable to the 
extension of the redemption distribution date which the Managing Owner may, from time-to-time, determine and the 
remaining Baskets to be redeemed are credited to the Fund’s DTC account by noon, New York time, on such next business 
day. Any further outstanding amount of the redemption order will be canceled. The Managing Owner is also authorized to 
deliver the redemption proceeds notwithstanding that the Baskets to be redeemed are not credited to the Fund’s DTC account 
by noon, New York time, on the business day immediately following the redemption order date if the Authorized Participant 
has collateralized its obligation to deliver the Baskets through DTC’s book-entry system on such terms as the Managing 
Owner may from time-to-time agree upon. 

(c) Share Transactions 

The Fund and the Master Fund commenced investment operations on January 3, 2007 with the initial offering of 
1,000,000 Shares to Deutsche Bank Securities Inc. as Initial Purchaser of the Fund in exchange for $25,000,000. The Shares 
commenced trading on the NYSE Alternext on January 5, 2007 and, as of November 25, 2008, are listed for trading on the 
NYSE Arca. 
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Summary of Share Transactions for the Year Ended December 31, 2008 and the  Period Ended December 31, 2007  

 Shares Amount Shares Amount 
 Year Ended 

December 31, 
2008 

Year Ended 
December 31, 

2008 

Period Ended 
December 31, 

2007 

Period Ended 
December 31, 

2007 
Shares Sold 3,600,000  $ 89,803,186 4,200,000  $ 114,426,652 
Shares Redeemed (3,000,000)  $ (61,763,342) (2,000,000)  $ (47,212,300) 
Net Increase 600,000  $ 28,039,844 2,200,000  $ 67,214,352 

  
(8) Profit and Loss Allocations and Distributions 

Pursuant to the Amended and Restated Declaration of Trust and Trust Agreement of the Master Trust, income and 
expenses are allocated pro rata to the Managing Owner as holder of the General Shares and the Shareholders monthly based 
on their respective percentage interests as of the close of the last trading day of the preceding month. Any losses allocated to 
the Managing Owner (the owner of the General Shares) which are in excess of the Managing Owner’s capital balance are 
allocated to the Shareholders in accordance with their respective interest in the Master Fund as a percentage of total 
shareholders’ equity. Distributions (other than redemption of units) may be made at the sole discretion of the Managing 
Owner on a pro rata basis in accordance with the respective capital balances of the shareholders. 

A distribution of $0.28 per Share from net investment income was declared on December 12, 2008 to Shareholders 
of record as of the close of business on December 17, 2008, payable on December 30, 2008.  On December 30, 2008, the 
total distribution of $784,000 was paid to Shareholders.  On December 30, 2008, the Fund paid $0.28 per General Share, a 
total distribution of $11.20. 

A distribution of $0.96 per Share from net investment income was declared on December 14, 2007 to Shareholders 
of record as of the close of business on December 19, 2007, payable on December 28, 2007.  On December 28, 2007, the 
total distribution of $2,112,000 was paid to Shareholders.  On December 28, 2007, the Fund paid $0.96 per General Share, a 
total distribution of $38.40. 

(9) Commitments and Contingencies 

The Managing Owner, either in its own capacity or in its capacity as the Managing Owner and on behalf of the Fund 
and the Master Fund, has entered into various service agreements that contain a variety of representations, or provide 
indemnification provisions related to certain risks service providers undertake in performing services which are in the best 
interests of the Funds. As of December 31, 2008 no claims had been received by the Fund or the Master Fund and it was 
therefore not possible to estimate the Fund’s and the Master Fund’s  potential future exposure under such indemnification 
provisions. 

(10) Net Asset Value and Financial Highlights 

The Fund is presenting the following net asset value and financial highlights related to investment performance and 
operations for a Share outstanding for the Year Ended December 31, 2008 and the Period Ended December 31, 2007.  The 
net investment income and total expense ratios are calculated using average net asset value.  The net asset value presentation 
is calculated using daily Shares outstanding.  The net investment income and total expense ratios have been annualized.  The 
total return is based on the change in net asset value of the Shares during the period.  An individual investor’s return and 
ratios may vary based on the timing of capital transactions. 

The Fund invests substantially all of its assets in the Master Fund in a master-feeder structure. The Fund holds no 
investment assets other than Master Fund Limited Units. The Fund is the majority Master Fund Limited Unit owner and the 
Managing Owner holds a minority interest in the Master Fund. Each Share issued by the Fund correlates with the Master 
Fund Limited Unit issued by the Master Fund and held by the Fund. 

Net asset value per Master Fund Limited Unit and Master Fund General Unit (collectively, “Master Fund Units”) is 
the net asset value of the Master Fund divided by the number of outstanding Master Fund Units. Because there is a one-to-
one correlation between Shares and the Master Fund Limited Units, the net asset value per Share and the net asset value per 
Master Fund Limited Unit are equal. 
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Year Ended 
December 31, 

2008  

Period Ended 
December 31,  

2007 
     
Net Asset Value     
Initial offering price per Share   $ -   $ 25.00 
Net realized and change in unrealized gain (loss) on United States     

Treasury Obligations and Futures    (10.02)    (3.00) 
Net investment income    0.24    0.96 
Net loss     (9.78)    (2.04) 
Distributions of net investment income on Shares    (0.28)    (0.96) 
Net decrease    (10.06)    (3.00) 
Net asset value per Share, beginning of period  $ 22.00   $ - 
     
Net asset value per Share, end of period   $ 11.94   $ 22.00 
     
Market value per Share, beginning of period   $ 21.90   $ 25.00 
Market value per Share, end of period   $ 11.91   $ 21.90 
     
Ratio to average Shares*     
Net investment income    1.07%    3.77% 
Total expenses    0.76%    0.78% 
     
Total Return, at net asset value **    (44.45)%    (8.16)% 
Total Return, at market value **    (44.34)%    (8.56)% 
     
*   Percentages are annualized. 
** Percentages are not annualized for the Period Ended December 31, 2007 and are calculated based on initial offering price upon 

commencement of investment operations of $25.00. 

(11)  Recently Issued Accounting Standards 

In December 2007, the Financial Accounting Standards Board released FASB Statement No. 160, Noncontrolling 
Interests in Consolidated Financial Statements – an amendment to ARB No. 51 (Statement No. 160).  Statement No. 160 
requires noncontrolling interests (previously referred to as minority interests) to be reported as a component of equity, which 
changes the accounting for transactions with noncontrolling interest holders.  Statement No. 160 is effective for periods 
beginning on or after December 15, 2008 and earlier adoption is prohibited.  Statement No. 160 will be applied prospectively 
to all noncontrolling interests including any that arose before the effective date and presentation and disclosure requirements 
shall be applied retrospectively for all periods presented.  

On March 19, 2008, the Financial Accounting Standards Board released FASB Statement No. 161, Disclosures 
about Derivative Instruments and Hedging Activities (Statement No. 161).  Statement No. 161 requires qualitative 
disclosures about objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of and 
gains and losses on derivative instruments, and disclosures about credit-risk-related contingent features in derivative 
agreements. The application of Statement No. 161 is required for fiscal years beginning after November 15, 2008 and interim 
periods within those fiscal years.   

At this time, management is evaluating the implications of these Statements and their impact on the financial 
statements has not yet been determined. 

(12) Recently Adopted Accounting Standards 

In September 2006, the Financial Accounting Standards Board issued FASB Statement No. 157, Fair Value 
Measurements (Statement No. 157).  Statement No. 157 defines fair value, establishes a framework for the measurement of 
fair value, and enhances disclosures about fair value measurements.  The Statement does not require any new fair value 
measures.  The Fund adopted Statement No. 157 on January 1, 2008, and has determined that the application of this 
Statement did not have any impact on its results of operation and financial position. 
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In July 2006, the Financial Accounting Standards Board issued FASB Interpretation No. 48, Accounting for 
Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109. FIN No. 48 clarifies the accounting for 
uncertainty in income taxes recognized in an enterprise’s financial statements and prescribes a threshold of more-likely-than-
not for recognition of tax benefits of uncertain tax positions taken or expected to be taken in a tax return.  FIN No. 48 also 
provides related guidance on measurement, derecognition, classification, interest and penalties, and disclosure.  The Fund 
adopted FIN No. 48 on January 3, 2007, and has determined that the application of this Statement did not have any impact on 
its results of operations and financial position. 

 




