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MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying unaudited interim financial statements have been prepared by Venator Capital
Management Ltd., as manager of the Venator Alternative Income Fund (the “Fund”) and approved
by VCM'’s board of directors. The manager is responsible for the integrity, objectivity and reliability of
the data presented. This responsibility includes selecting appropriate accounting principles and
making judgements and estimates consistent with International Financial Reporting Standards as
issued by the International Accounting Standards Board (IFRS”); including International Accounting
Standard (“IAS”) 34, “Interim Financial Reporting”. The manager is also responsible for the
development of internal controls over the financial reporting process, which are designed to provide
reasonable assurance that relevant and reliable financial information is produced, and the

safeguarding of all assets of the Funds.

The board of directors of VCM, is responsible for reviewing and approving the financial statements

and overseeing management’s performance of its financial reporting responsibilities.

On behalf of VCM, manager of the Funds

Brandan Osten Susan Naylor
Chief Executive Officer Chief Financial Officer
August 14, 2023 August 14, 2023

Notice to Unitholders

The Auditor of the Funds has not reviewed the Venator Alternative Income Fund

VCM, as manager of the Funds, appoints an independent auditor to audit the Funds’ annual financial
statements. Applicable securities laws require that if an auditor has not reviewed the Funds’ interim

financial report, this must be disclosed in an accompanying notice.



VENATOR ALTERNATIVE INCOME FUND

Statements of Financial Position

June 30, 2023, with comparative information for December 31, 2022 (Unaudited)

ASSETS
Current assets

Cash and cash equivalents
Investments owned, at fair value (Cost:$62,241,799 - 2022:$62,380,315) (note 9)
Interest receivable
Dividends receivable
Receivables for investment sold
Other assets

LIABILITIES
Current liabilities

Due to broker
Accounts payable and accrued liabilities
Management fees payable (note 4)
Distributions payable
Payable for investment purchased
Redemptions payable

Net assets attributable to holders of redeemable units

Net assets attributable to holders of redeemable units per Series:
Series A
Series F

Number of redeemable units outstanding (note 5):
Series A
Series F

Net assets attributable to holders of redeemable units per unit:

Series A
Series F

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

Approved on behalf of the Trust:

tre=22—

Venator Capital Management Ltd.

Trustee

June 30, 2023

December 31, 2022

$ 17,210 147,259
59,508,256 59,340,495
1,043,787 973,333

37,358 91,056

- 84,497

10,651 -

60,617,262 60,636,640
4,345,180 11,311,595

242,323 249,888

46,377 45,107

15,135 102

867,810 -

346,907 12,500

5,863,732 11,619,192

$ 54,753,530 49,017,448
$ 1,563,839 1,624,867
53,189,691 47,392,581

$ 54,753,530 49,017,448
320,260.50 339,847.14
9,725,782.43 8,922,388.81

$ 4.88 4.78
5.47 5.31



VENATOR ALTERNATIVE INCOME FUND

Statements of Comprehensive Income (Loss)
Period ended June 30, 2023, with comparative information for 2022 (Unaudited)

2023 2022
Income
Interest income for distribution purposes $ 2504,434 $ 1,957,803
Dividends 167,749 225,120
Realized gain (loss) on sale of investments, including foreign exchange adjustments 1,349,980 (5,261,443)
Net change in unrealized appreciation (depreciation) in value of investments 298,414 (6,629,643)
Other income 2,058 -
4,322,635 (9,708,163)
Expenses
Interest and borrowing fees 1,321,393 412,210
Management fees (note 4) 306,821 395,487
Operating costs 84,924 63,581
Audit fees 23,306 23,306
Withholding taxes 16,126 (8,336)
Legal fees 3,009 28,736
Commissions and other portfolio transaction costs (note 2) 2,567 13,330
1,758,146 928,314
Increase (decrease) in net assets attributable to holders of redeemable units $ 2,564,489 $ (10,636,477)
Increase (decrease) in net assets attributable to holders of redeemable units per Series
(note 10):
Series A $ 74,261 $ (374,200)
Series D - (1,078)
Series F 2,490,228 (10,261,199)
$ 2,564,489 $ (10,636,477)
Increase (decrease) in net assets attributable to holders of redeemable units per unit
(note 10):
Series A $ 023 $ (0.83)
Series D - (0.23)
Series F 0.26 (0.94)

The accompanying notes are an integral part of these financial statements. 2



VENATOR ALTERNATIVE INCOME FUND

Statements of Changes in Net Assets Attributable to Holders of Redeemable Units
Period ended June 30, 2023, with comparative information for 2022 (Unaudited)

Net assets Net assets
attributable to Increase in net attributable to
holders of assets Distributions Reinvestment of holders of
redeemable Proceeds from Redemption of attributable to paid to holders distributions to redeemable
units, beginning redeemable units redeemable holders of of redeemable holders of units, end of
of period issued” units* redeemable units units redeemable units period
June 30, 2023
Series A $ 1,624,867 $ -9 (120,989) $ 74,261 $ (38,378) $ 24,078 $ 1,563,839
Series F 47,392,581 4,868,800 (1,482,751) 2,490,228 (1,141,201) 1,062,034 53,189,691
$ 49,017,448 $ 4,868,800 $ (1,603,740) $ 2,564,489 $ (1,179,579) $ 1,086,112 $ 54,753,530

* Total proceeds from redeemable units relating to switch-ins and redemptions of redeemable units relating to switch-outs for the period ended June 30, 2023

were $nil and $nil, respectively.

Net assets Net assets
attributable to Decrease in net attributable to
holders of assets Distributions Reinvestment of holders of
redeemable Proceeds from Redemption of attributable to paid to holders distributions to redeemable
units, beginning redeemable units redeemable holders of of redeemable holders of units, end of
of period issued** units** redeemable units units redeemable units period
June 30, 2022
Series A $ 3,044,166 $ 143,770 $ (1,097,607) $ (374,200) $ (53,161) $ 36,176 $ 1,699,144
Series D 25,233 - (24,155) (1,078) (287) 287 -
Series F 73,600,492 2,783,515 (14,408,314) (10,261,199) (1,279,333) 1,141,925 51,577,086
$ 76,669,891 $ 2,927,285 $ (15,530,076) $ (10,636,477) $ (1,332,781) $ 1,178,388 $ 53,276,230

** Total proceeds from redeemable units relating to switch-ins and redemptions of redeemable units relating to switch-outs for the period ended June 30, 2022
were $754,266 and $(754,265), respectively.

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



VENATOR ALTERNATIVE INCOME FUND

Statements of Cash Flows

Period ended June 30, 2023, with comparative information for 2022 (Unaudited)

2023 2022
Cash provided by (used in):
Operating Activities
Increase (decrease) in net assets attributable to holders of redeemable units $ 2,564,489 $ (10,636,477)
Adjustments for non-cash items
Net realized (gain) loss on sale of investments, including foreign exchange adjustments (1,349,980) 5,261,443
Change in unrealized (appreciation) depreciation in value of investments (298,414) 6,629,643
Change in non-cash balances
Decrease in dividends receivable 53,698 6,561
Decrease (increase) in receivable for investment sold 84,497 (53,146)
Increase in other assets (10,651) -
Increase in interest receivable (70,454) (313,746)
Increase in prepaid expenses - (8,578)
Decrease in due to broker (6,966,415) (15,585,857)
(Decrease) increase in accounts payable and accrued liabilities (7,565) 16,787
Increase (decrease) in management fees payable 1,270 (21,711)
Increase (decrease) in distributions payable 15,033 (417,398)
Increase in payable for investment purchased 867,810 1,955,431
Decrease in performance fees payable - (754,837)
Proceeds from sale of investments 31,835,961 89,168,211
Purchase of investments (31,224,980) (60,868,253)
Cash (used in) provided by operating activities (4,505,701) 14,378,073
Financing Activities
Proceeds from redeemable units issued 4,868,800 2,173,019
Amount paid on redemption of redeemable units (1,269,333) (14,869,265)
Distributions paid to holders of redeemable units, net of reinvested distributions (93,467) (154,393)
Cash provided by (used in) financing activities 3,506,000 (12,850,639)
(Decrease) increase in cash and cash equivalents during the period (999,701) 1,527,434
Foreign exchange gain (loss) on cash 869,652 (1,484,728)
Cash and cash equivalents, beginning of period 147,259 170,005
Cash and cash equivalents, end of period $ 17,210 $ 212,711
Supplemental information*
Interest paid $ 1,326,989 $ 368,321
Interest received 2,433,980 1,644,058
Dividends received, net of withholding taxes 205,321 240,016
*Included as a part of cash flows from operating activities
4

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



VENATOR ALTERNATIVE INCOME FUND

Schedule of Investment Portfolio
As at June 30, 2023 (Unaudited)

Number of
shares/units

1,500,000
1,000,000
1,500,000
2,500,000
1,430,000
1,500,000

2,045,000

2,000,000
1,000,000
701,000
300

1,100,000

50,000
70,000
16,614
50,000

1,000,000
1,500,000
2,000,000
1,000,000
2,000,000
1,500,000
1,500,000
1,000,000

750,000
1,000,000
2,000,000
1,000,000
1,500,000
1,000,000
1,000,000
2,500,000
2,000,000

Investments owned

Canadian fixed income
Chemtrade Logistics Income Fund 6.25% 31AUG2027

Chemtrade Logistics Income Fund 7% 30JUN28
Cineplex Inc. 7.50% 26FEB26

Dye & Durham Ltd. 3.75% 01MAR2026
Extendicare Inc. 5% 30APR2025

NFI Group Inc. 5% 15JAN2027

NorthWest Healthcare Properties Real Estate Investment
Trust 5.50% 31DEC2023

NorthWest Healthcare Properties Real Estate Investment
Trust 7.75% 30APR28

PRO Real Estate Investment Trust 8% 30JUN28
StorageVault Canada Inc/Alberta 5.75% 31JAN26

Tidewater Midstream and Infrastructure Ltd. 5.50%
30SEP2024

Well Health Technologies Corp. 5.50% 31DEC26

U.S. equities
Constellation Acquisition Corp |

Harrow Health Inc. Preferred Shares 11.875%
Scorpio Tankers Inc. Preferred Shares 7%
WESCO International Inc. Preferred Shares 10.625%

U.S. fixed income
Alteryx Inc. 1% 01AUG26

Alteryx Inc. 8.75% 15MAR28

BlueLinx Holdings Inc. 6% 15NOV29

Bristow Group Inc. 6.875% 01MAR28

Nimbus LLC / GGSI Sellco LL 5.75% 15MAY26
Chegg Inc. 0.125% 15MAR25

CryoPort Inc. 0.75% 01DEC26

Curaleaf Holdings Inc. 8% 15DEC26

ERO Copper Corp. 6.50% 15FEB30

First Quantum Minerals Ltd. 6.875% 150CT27
Forestar Group Inc. 5% 01MAR28

G-Il Apparel Group Ltd. 7.875% 15AUG25
goeasy Ltd. 5.375% 01DEC24

Porch Group Inc. 6.75% 010CT28

Precision Drilling Corp. 7.125% 15JAN26
Telesat Canada / Telesat LLC 6.50% 150CT2027
The Chemours Co. 5.75% 15NOV28

Average Fair % of net
cost value asset value
1,499,743 $ 1,502,850 2.74
1,000,000 989,400 1.81
1,473,750 1,460,160 2.67
2,533,677 2,037,500 3.72
1,470,969 1,368,510 2.50
1,489,592 1,256,250 2.29
2,091,506 2,024,346 3.70
2,000,000 1,918,400 3.50
999,333 1,000,000 1.83
691,123 659,150 1.20
295 291 0.00
999,375 1,011,560 1.85
16,249,363 15,228,417 27.81
630,836 710,165 1.30
2,357,847 2,336,860 4.27
558,469 545,840 1.00
1,822,051 1,768,463 3.23
5,369,203 5,361,328 9.80
1,125,753 1,114,450 2.04
2,009,541 1,961,426 3.58
2,159,986 2,358,013 4.31
1,271,762 1,266,900 2.31
2,491,419 2,427,957 443
1,785,930 1,762,176 3.22
1,593,452 1,659,312 2.85
1,285,364 975,487 1.78
845,264 852,685 1.56
1,223,927 1,292,328 2.36
2,342,082 2,439,314 4.46
1,273,529 1,291,216 2.36
1,926,985 1,936,586 3.54
867,810 862,060 1.57
1,305,338 1,311,548 2.40
2,902,206 1,323,700 2.42
2,435,281 2,434,814 4.45



VENATOR ALTERNATIVE INCOME FUND

Schedule of Investment Portfolio (continued)
As at June 30, 2023 (Unaudited)

Number of
shares/units

1,500,000
1,500,000
1,000,000
1,000,000
1,500,000
2,500,000
2,000,000

51,506

Investments owned

U.S. fixed income (continued)
The Gap Inc. 3.625% 010CT29

Tronox Inc. 4.625% 15MAR29

Trulieve Cannabis Corp. 8% 060CT26
Victoria's Secret & Co. 4.625% 15JUL29
Vista Outdoor Inc. 4.50% 15MAR29
Wayfair Inc. 0.625% 010CT25
ZipRecruiter Inc. 5% 15JAN30

U.S. warrant
CEC Brands LLC TBD

Total investments owned

Commissions and other portfolio transaction costs

Net investments owned

Other liabilities, net

Net Assets Attributable to Holders of
Redeemable Units

Average Fair % of net
cost value asset value
1,536,469 $ 1,404,876 2.57
1,661,692 1,651,561 3.02
1,257,350 982,543 1.79
980,681 973,581 1.78
1,579,610 1,622,591 2.96
2,534,125 2,843,241 5.19
2,227,677 2,270,146 4.15
40,623,233 38,918,511 71.10
62,241,799 59,508,256 108.71
(1,939) - -
62,239,860 59,508,256 108.71
(4,754,726) (8.71)
$ 54,753,530 100.00




VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements

June 30, 2023 (Unaudited)

Venator Alternative Income Fund (the "Trust") is a trust created under the laws of the Province of
Ontario pursuant to a declaration of trust dated July 30, 2008 as amended and restated as at January
8, 2020 (the “Declaration of Trust’). The Trust commenced active operations on August 1, 2008.
Venator Capital Management Ltd., a corporation incorporated under the laws of the Province of Ontario,
is the manager (the "Manager") and trustee of the Trust (the “Trustee”). The registered office of the
Trust is 2 Bloor Street West, Suite 901, Toronto, Ontario M4W 3E2.

The investment objective of the Trust is to provide long-term capital growth through fundamental
securities selection focusing on established North American listed companies. In order to meet its
investment objective, the Trust will invest in a portfolio of securities that generally have yields in excess
of 4%. The Trust may take both long and short positions in equity, debt and derivative securities.

1. Basis of presentation:

These interim financial statements have been prepared on a historical cost basis, except for
financial assets and financial liabilities at fair value through profit or loss ("FVTPL"), which are
presented at fair value. The policies applied in these interim financial statements are based on
International Financial Reporting Standards and International Accounting Standard 34, Interim
Financial Reporting (together “IFRS”) issued and outstanding as at August 14, 2023, which is the
date on which the interim financial statements were authorized for issue by the Manager. These
interim financial statements should be read in conjunction with the annual financial statements
for the year ended December 31, 2022 which have been prepared in accordance with IFRS. The
financial statements are presented in Canadian dollars, which is the Trust's functional currency

2. Significant accounting policies:

(a) Use of estimates:

The preparation of financial statements in accordance with IFRS requires management to
use accounting estimates. It also requires management to exercise its judgment in the
process of applying the Trust's accounting policies. Estimates are continually evaluated and
based on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. Actual results could differ from those
estimates.



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

2. Significant accounting policies (continued):

(b) Financial assets and financial liabilities:

(i) Valuation:

The fair value of financial assets and financial liabilities traded in active markets (such
as publicly traded derivatives and trading securities) is based on quoted market
prices. In accordance with the provisions of the Trust's Simplified Prospectus,
investment positions are valued based on the last traded market price for the purpose of
determining the net asset per unit for subscriptions and redemptions. For financial
reporting purposes, the Trust uses the last traded market price for both financial assets
and financial liabilities where the last traded price falls within that day's bid-ask spread.
In circumstances where the last traded price is not within the bid-ask spread, the
Manager determines the point within the bid-ask spread that is most representative of
fair value based on the specific facts and circumstances. When the Trust holds
derivatives with offsetting market risks, it uses mid-market prices as a basis for
establishing fair values for the offsetting risk positions and applies this bid or asking price
to the net open position, as appropriate.

The fair value of financial assets and financial liabilities that are not traded in an active
market (for example, over-the-counter derivatives) is determined using valuation
techniques. The Trust uses a variety of methods and makes assumptions that are based
on market conditions existing at each statements of financial position date. Valuation
techniques used include the use of comparable recent arm's-length transactions,
discounted cash flow analysis, option pricing models and other valuation techniques
commonly used by market participants.

Other financial liabilities are generally settled within twelve months of recognition. Other
assets and liabilities are short-term in nature, and are carried at amortized cost, which
approximates fair value.



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

2. Significant accounting policies (continued):
(ii) Classification:

The Trust classifies its investments in debt and equity securities as financial assets and
financial liabilities at FVTPL.

The Trust classifies its investments at FVTPL based on the Trust's business model for
managing those financial assets in accordance with the Trust's documented investment
strategy. The portfolio of investments is managed and performance is evaluated on a
fair value basis and the portfolio of investments is neither held to collect contractual cash
flows nor held both to collect contractual cash flows and to sell financial assets. The
Trust is primarily focused on fair value information and uses that information to assess
the assets' performance and to make decisions.

Other financial assets including interest receivable, dividends receivable and other
assets are classified as financial assets and measured at amortized cost. A financial
asset is classified and subsequently measured at amortized cost only if both of the
following criteria are met:

(a) the assetis held within a business model whose objective is to hold assets to collect
contractual cash flows, and

(b) the contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal outstanding.

Due to broker, accounts payable and accrued liabilities, management fees payable,
distributions payable, payable for investments purchased and redemptions payable are
classified as financial liabilities and reported at amortized cost.

(iii) Recognition/derecognition:

The Trust recognizes regular-way transactions in financial assets or financial liabilities
at FVTPL on the trade date which is the date on which the Trust becomes a party to the
contractual provisions of the instrument. Other financial assets and financial liabilities
are recognized on the date on which they are originated. Any gains and losses arising
from changes in fair value of the financial assets or liabilities are recognized in the
statements of comprehensive income (loss). Transaction costs are recognized directly
in the statements of comprehensive income (loss) for financial assets and liabilities at
FVTPL and are included in the initial fair value for financial assets at financial liabilities
at amortized cost.



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

2,

Significant accounting policies (continued):

(c)

(e)

Financial assets are derecognized when, and only when, the contractual rights to the cash
flows from the asset expire; or it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another entity. The Trust derecognizes financial
liabilities when, and only when, the Trust’s obligations are discharged, cancelled or expired.

Offsetting financial instruments:

Financial assets and financial liabilities are offset and the net amount reported in the
statements of financial position when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset
and settle the liability simultaneously. In the normal course of business, the Trust may enter
into various master netting agreements or similar agreements that do not meet the criteria
for offsetting in the statements of financial position but still allow for the related amounts to
be offset in certain circumstances, such as bankruptcy or termination of the contracts.

Forward foreign currency contracts

The Trust may also enter into forward exchange contracts to hedge against fluctuations in
foreign exchange rates. These contracts are valued as the difference between the
contractual forward foreign exchange rates and the close forward rate for currency held or
sold short at the reporting date. The unrealized gains or losses on the contracts are included
in the statements of financial position. Realized gains and losses and changes in unrealized
gains and losses are included in the statements of comprehensive income (loss).

Investment transactions and revenue recognition:

Investment transactions are accounted for on a trade date basis and gains and losses from
investment transactions are accounted for on the trade date. Interestincome is accrued daily
and dividend income is recognized on the ex-dividend date.

The interest income for distribution purposes shown on the statements of comprehensive
income (loss) represents the coupon interest received by the Trust accounted for on an
accrual basis. The Trust does not amortize premiums paid or discounts received on the
purchase of fixed income securities, except for zero coupon bonds, which are amortized on
a straight-line basis.

Realized gain (loss) on sale of investments, including foreign exchange adjustments, and
unrealized appreciation (depreciation) in value of investments are determined on an average
cost basis. Average cost does not include amortization of premiums or discounts on fixed
income securities with the exception of zero coupon bonds.



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

2,

Significant accounting policies (continued):

(f)

(h)

Withholding tax expense:

The Trust generally incurs withholding taxes imposed by certain countries on investment
income and capital gains. Such income and gains are recorded on a gross basis and the
related withholding taxes are shown as a separate expense in the statements of
comprehensive income (loss).

Due to broker:

The Trust has a prime brokerage agreement with its broker to carry its accounts as a
customer. The broker has custody of the Trust's securities.

Due to broker is a margin account representing cash loans with brokers that are secured by
the underlying investments owned by the Trust.

Commissions and other portfolio transaction costs:

Transaction costs, such as brokerage commissions incurred in the purchase and sale of
portfolio securities and other trade execution costs paid to external third parties, such as
stamp duties and exchange fees, are recognized as expenses in the statements of
comprehensive income (loss) based on the trade date.

Fair value hierarchy:

Investments measured at fair value are classified into one of three fair value hierarchy levels,
based on the lowest level input that is significant to the fair value measurement in its entirety.
The inputs or methodologies used for valuing securities are not necessarily an indication of
the risk associated with investing in those securities.

The hierarchy of inputs is summarized below:
e Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities.
An active market is one in which transactions for the assets occur with sufficient

frequency and volume to provide pricing information on an ongoing basis;

e Level 2 - inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

2. Significant accounting policies (continued):

(i)

)

Fair value hierarchy (continued):

e Level 3 - inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

Refer to note 9 for fair value measurement analysis.
Translation of foreign currency:

The functional and presentation currency of the Trust is the Canadian dollar. The fair value
of foreign investments and other assets and liabilities denominated in foreign currencies are
translated into Canadian dollars at the exchange rates prevailing at 12:00 p.m. Eastern
Standard Time, the closing rate, on each valuation day. Purchases and sales of foreign
securities denominated in foreign currencies and the related income are translated into
Canadian dollars at rates of exchange prevailing on the respective dates of such
transactions. Changes in unrealized appreciation (depreciation) in foreign currencies are
recognized in the statements of comprehensive income through net change in unrealized
appreciation (depreciation) in value of investments. All other gains and losses related to
foreign exchange translations are recognized in the statements of comprehensive income
(loss) through realized gain (loss) on sale of investments, including foreign exchange
adjustments.

Cash and cash equivalents:

Cash and cash equivalents include cash in hand and deposits held with banks with original
maturities of three months or less.

Interest and borrowing fees:

As a result of taking both long and short positions, the Trust incurs both interest expense and
borrowing fees. While the use of borrowed funds can substantially improve the return on
invested capital, its use may also increase the adverse impact to which the investment
portfolio of the Trust may be subjected by increasing the Trust's exposure to capital risk and
incurring higher expenses.



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

2. Significant accounting policies (continued):

(m) Taxation of the Trust:

(0)

The Trust qualifies as a mutual fund trust under the provisions of the Income Tax Act
(Canada) (the "Income Tax Act") and, accordingly, is not subject to tax on its net taxable
income, including net realized capital gains, which is paid or payable to its unitholders as at
the end of the tax year. However, such part of the Trust's net income and net realized capital
gains that is not paid or payable is subject to income taxes. It is the intention of the Trust to
distribute all of its income and sufficient net realized capital gains so that the Trust will not be
subject to income tax.

Non-capital losses are available to be carried forward for 20 years and applied against future
taxable income. Capital losses for income tax purposes may be carried forward indefinitely
and applied against future capital gains.

Net assets attributable to holders of redeemable units per unit:

The net assets attributable to holders of redeemable units per unit is calculated by dividing
the net assets attributable to holders of redeemable units of a particular series of units by the
total number of units of that particular series outstanding at the end of the period.

Unit valuation:

The net assets of a particular series of units are computed by calculating the value of that
series proportionate share of the assets and liabilities of the Trust common to all series less
the liabilities of the Trust attributable only to that series. Expenses directly attributable to a
series are charged directly to that series. Income, realized and unrealized gains and losses
from investment transactions and other expenses are allocated proportionately to each
series based upon the relative net assets of each series.

Increase (decrease) in net assets attributable to holders of redeemable units per unit:

Increase (decrease) in net assets attributable to holders of redeemable units per unit is based
on the increase (decrease) in net assets attributable to holders of redeemable units attributed
to each series of units, divided by the weighted average number of units outstanding of that
series during the year. Refer to note 10 for the calculation.



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

2,

Significant accounting policies (continued):
(q) Classification of redeemable units issued by the Trust:

The Trust's units do not meet the criteria in IAS 32, Financial Instruments - Presentation, for
classification as equity due to multiple series with different rights and, therefore, have been
classified as financial liabilities.

Critical accounting estimates and judgments:

The preparation of financial statements requires management to use judgments in applying its
accounting policies and to make estimates and assumptions about the future. The following
discusses the most significant accounting judgments and estimates that the Trust has made in
preparing the financial statements:

Classification and measurement of investments:

In classifying and measuring financial instruments held by the Trust, the Manager is required to
make significant judgments about whether or not the business of the Trust is to manage its
portfolio of investments and evaluate performance on a fair value basis and that the portfolio of
investments is neither held to collect contractual cash flows nor held both to collect contractual
cash flows and to sell financial assets. The most significant judgments made include assessing
and determining the appropriate business model that enables the decision that the Trust's
investments are classified as FVTPL.

Related party transactions:
(a) Management fees:

The management fee paid by the Trust to the Manager is calculated and payable monthly
based on the net asset value of each series daily. The monthly management fee for each
series is calculated as follows: (i) 1/12 of 2% of the net asset value of the Series A units; (ii)
1/12 of 1.5% of the net asset value of Series D units; and (iii) 1/12 of 1% of the net asset
value of the Series F units, plus applicable taxes. Management fees on Series | units are
negotiated and paid directly by the investor.
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4. Related party transactions (continued):

(a)

Management fees (continued):

The Manager will pay, with respect to the Series A and Series D units, and out of its
management fee, an annual service fee to participating registered dealers whose clients hold
Series A or Series D units. The service fee is payable quarterly to a maximum of 1% per
annum of the net asset value of the Series A units and 0.5% of the net asset value of the
Series D units held by clients of the applicable dealer.

Management fees for the period ended June 30, 2023 were $306,821 (2022 - $395,487) with
$46,377 payable as at June 30, 2023 (December 31, 2022 - $45,107).

Performance fee:

The Trust pays a performance fee to the Manager on each Series A, Series D and Series F
unit outstanding on the last business day of the period based on the amount by which the
net asset value per unit on such date plus the aggregate amount of all distributions declared
on such unit ("Adjusted NAV per Unit") exceeds an annualized current year return of 5% over
the previous High Water Mark for such unit ("Threshold Rate"), plus applicable taxes. The
performance fee is calculated daily. The High Water Mark is defined as the greater of the
purchase price of such unit or the Adjusted NAV per Unit after the last date on which a
performance fee was paid. In any period in which a performance fee is payable, the Manager
will be paid: (i) all of the increase in Adjusted NAV per Unit between the Threshold Rate and
the Threshold Rate plus 0.5%; and (ii) 10% of any gains in excess of the Threshold Rate plus
0.5%. Investors in Series | Units may negotiate a different performance fee.

Performance fees for the period ended June 30, 2023 were $nil (2022 - $nil) with $nil payable
as at June 30, 2023 (December 31, 2022 - $nil).

Related party unitholders:

Directors and employees of the Manager own units of the Trust representing 18.62%
(December 31, 2022 — 14%) of the units outstanding.



VENATOR ALTERNATIVE INCOME FUND

Notes to Financial Statements (continued)

June 30, 2023 (Unaudited)

Redeemable units of the Trust:

The Trust is permitted to issue an unlimited number of series of units and an unlimited number
of units of each series. The Trust has designated Series A units, Series D units, Series F units,
and Series | units, each of which represents an equal, undivided, beneficial interest in the net
asset value of the Trust. Each unit of each series entitles the holder to one vote and to participate
equally with respect to any and all distributions made by the Trust. Redeemable units of a series
may be consolidated and/or redesignated by the Manager. As at June 30, 2023, Series A and
Series F units have been issued.

Unitholders may request that such units be redeemed on the last business day of each weekly
period (the "Redemption Date") at their net asset value per unit on such date provided that the
request for redemption is submitted at least 5 business days prior to such Redemption Date.

The Manager has the sole discretion to accept or reject redemption requests and intends to
accept redemption requests in circumstances where it would not be prejudicial to the Trust.
Capital gains, which may arise upon the sale of securities in connection with redemptions of units,
will be allocated to the redeeming unitholders.

The unit activity during the period ended June 30 is as follows:

Redeemable Redemptions of Redeemable

units, beginning Redeemable redeemable Reinvestments units, end of
of period units issued units of units period

June 30, 2023
Series A 339,847.14 - (24,496.51) 4,909.87 320,260.50
Series F 8,922,388.81 878,972.56 (269,645.26) 194,066.32 9,725,782.43
June 30, 2022
Series A 510,985.10 25,484.58 (199,396.82) 6,603.85 343,676.71
Series D 4,771.25 - (4,828.27) 57.02 -
Series F 11,289,491.92 456,037.64 (2,475,326.54) 191,333.26 9,461,536.28
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5.

Redeemable units of the Trust (Continued):
Capital disclosure:

The capital of the Trust is represented by issued and redeemable units. The redeemable units
are entitled to distributions, if any, and to payment of a proportionate share based on the Trust's
net asset value per unit upon redemption. The Trust has no restrictions or specific capital
requirements on the subscriptions and redemptions of units. The relevant movements are shown
on the statements of changes in net assets attributable to holders of redeemable units. In
accordance with its investment objectives and strategies and the risk management practices
outlined in note 8, the Trust endeavours to invest the subscriptions received in appropriate
investments while maintaining sufficient liquidity to meet redemptions, such liquidity being
augmented by short-term borrowings or disposal of investments, where necessary.

Distribution policy:

The Manager will allocate and distribute all of the net investment income and net realized gains
on investments so that the Trust will not be subject to income taxes under Part 1 of the Income
Tax Act. As at June 30, 2023, the Trust intends to pay distributions of $0.02 per unit (previous
month was $0.02 per unit) to unitholders on a monthly basis within 15 days following the end of
each calendar month end.

Unless the unitholder elects to receive cash, all such distributions are automatically reinvested in
additional units at the net asset value per unit and on the date of each distribution, the units are
automatically consolidated into that number of units outstanding immediately prior to the
distribution.

Expenses:

The Manager has the power to incur and make payments out of the Trust's property for any
charges or expenses, which in the opinion of the Manager are necessary or incidental to or proper
for carrying out any of the purposes of the Declaration of Trust, including without limitation all
fees and expenses relating to the management and administration of the Trust. The Trust is
responsible for any income or excise taxes and brokerage commissions on portfolio transactions.
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8. Financial instruments and risk management:

In the normal course of business, the Trust is exposed to a variety of financial risks: credit risk,
liquidity risk and market risk (including interest rate risk, other price risk and currency risk). The
value of investments within the Trust's portfolio can fluctuate on a daily basis as a result of
changes in interest rates, economic conditions, the market and company news related to specific
securities within the Trust. The level of risk depends on the Trust's investment objective and the
types of securities in which it invests.

(a) Credit risk:

Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an
obligation or commitment that it has entered into with the Trust. It arises principally from debt
securities held, and also from cash and cash equivalents (through the custodian’s credit
rating) and balances due from broker.

All transactions executed by the Trust in listed securities are settled/paid for upon delivery
using approved brokers. The risk of default is considered minimal, as delivery of securities
sold is only made once the broker has received payment. Payment is made on a purchase
once the securities have been received by the broker. The trade will fail if either party fails to
meet its obligation.

The Trust's investments in debt instruments, including bonds, represent the main
concentration of credit risk. The market value of debt instruments includes consideration of
the creditworthiness of the issuer and, accordingly, represents the maximum credit risk
exposure of the Trust.

The Trust has invested in debt securities with the following credit quality, as determined by
Moody's Investors Service:

% of net asset value

June 30, 2023 December 31, 2022

Rating:
Ba2 - 11.37
Ba3 8.00 10.41
B1 29.70 23.29
B2 6.50 11.55
B3 3.60 6.58
Caa1 - 4.08
Caa2 - 2.40
Caa3 2.40 -
Not rated 51.60 37.32
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8. Financial instruments and risk management (Continued):

(b) Liquidity risk:

(c)

Liquidity risk is defined as the risk that the Trust may not be able to settle or meet its
obligations on time or at a reasonable price.

The Trust's exposure to liquidity risk is concentrated in the periodic cash redemptions of units.
The Trust primarily invests in securities that are traded in active markets and can be readily
disposed of. In addition, the Trust generally retains sufficient cash and cash equivalent
positions to maintain liquidity.

All financial liabilities of the Trust have a maturity of less than three months.

Market risk:

(i) Interest rate risk:

Interest rate risk arises when the Trust invests in interest-bearing financial instruments.
The Trust is exposed to the risk that the value of such financial instruments will fluctuate
due to changes in the prevailing levels of market interest rates. There is minimal
sensitivity to interest rate fluctuations on any cash and cash equivalents invested at
short-term market interest rates and fixed-rate instruments held for the period ended
June 30, 2023 and December 31, 2022 .

Investments in bonds are fixed-rate instruments with terms to maturity at June 30, 2023
and December 31, 2022 was as follows:

June 30, 2023 December 31, 2022
<1 year $ 2,024,346 $ -
1- 3 years 17,098,335 8,605,579
3-5years 20,593,920 27,890,880
> 5years 14,430,327 15,958,667

As at June 30, 2023, should interest rates increase or decrease by 10 basis points with
all other variables remaining constant, the respective decrease or increase in net assets
for the period would amount to approximately $210,420 (December 31, 2022 - $223,574).
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8.

Financial instruments and risk management (Continued):

(ii)

(iif)

Other price risk:

Other price risk is the risk that the fair value of financial instruments will fluctuate because
of changes in market prices (other than those arising from interest rate risk or currency
risk). All investments represent a risk of loss of capital. The Manager aims to moderate
this risk through careful selection and diversification of securities and other financial
instruments in accordance with the Trust's investment objectives and strategy. Except
for written options and securities sold short, the maximum risk resulting from financial
instruments is determined by the fair value of the financial instruments. Possible losses
from written options and securities sold short can be unlimited.

For the Trust, the most significant exposure to other price risk arises from its investment
in equity securities. As at June 30, 2023 had the prices on the respective stock
exchanges for these securities increased or decreased by 10%, with all other variables
held constant, net assets attributable to holders of redeemable units would have
increased or decreased by approximately $536,133 (December 31, 2022 - $668,537). In
practice, the actual trading results may differ and the difference could be material.

Currency risk:
Currency risk is the risk that financial instruments which are denominated or exchanged
in a currency other than the Canadian Dollar ("CAD"), which is the Trust's reporting

currency, will fluctuate due to changes in exchange rates.

Currency to which the Trust had material exposure as at June 30, 2023 and December
31, 2022 is as follows:

Impact if CAD strengthened or
weakened by 5% in relation to other

Exposure currencies
Currency Monetary Non-Monetary Total Monetary Non-Monetary Total
June 30, 2023
U.S. Dollar $ (45,132,384) $ 44,279,839 $ (852,545) $ (2,256,619) $ 2,213,992 $ (42,627)
% of Net Assets
Attributable to Holders
of Redeemable Units (82.43) 80.87 (1.56) (4.12) 4.04 (0.08)
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8. Financial instruments and risk management (Continued):

(iii) Currency risk (continued):

Impact if CAD strengthened or
weakened by 5% in relation to other

Exposure currencies
Currency Monetary Non-Monetary Total Monetary Non-Monetary Total
December 31, 2022
U.S. Dollar $ (49,133,135) $§ 47,465,610 $ (1,667,525) $§ (2,456,657) $ 2,373,281 $ (83,376)
% of Net Assets
Attributable to Holders
of Redeemable Units (100.24) 96.83 (3.41) (5.01) 4.84 (0.17)

The amounts in the above tables are based on the fair value of the Trust's financial
instruments (including cash), as well as the underlying principal amounts of forward
currency contracts, as applicable. Other financial assets (including dividends and interest
receivable) and financial liabilities that are denominated in foreign currencies do not
expose the Trust to significant currency risk.

As at June 30, 2023 if the Canadian dollar had strengthened or weakened by 5% in
relation to all material currencies, with all other variables held constant, net assets
attributable to holders of redeemable units would have increased or decreased by
approximately $42,627 (December 31, 2022 - $83,376). In practice, the actual trading
results may differ from this sensitivity analysis and the difference could be material.
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8.

Financial instruments and risk management (Continued):

(d)

(e)

Concentration risk:

Concentration risk arises because of the concentration exposures within the same
category, whether it is geographical location, product type, industry sector or
counterparty type. The following table is a summary of the Trust investment portfolio’s
concentration risk by industry sector:

Percentage of net asset value

Market segment June 30, 2023 December 31, 2022
Investments owned

Basic Materials 15.9 10.7
Communications 9.2 7.0
Consumer, Discretionary 18.1 31.3
Energy 5.7 54
Financial 3.5 6.5
Health Care 15.0 9.0
Industrial 9.8 24.0
Real Estate 19.1 16.9
Technology 10.9 41
SPACS 1.3 6.3

Geopolitical risk

Terrorism, war, military confrontations and related geopolitical events (and their
aftermath) can lead to increased short-term market volatility and may have adverse long-
term effects on the Canadian, U.S., and world economies and markets generally.
Likewise, natural and environmental disasters, such as, for example, earthquakes, fires,
floods, hurricanes, tsunamis and weather-related phenomena generally, as well as wide-
spread disease and virus epidemics, can be highly disruptive to economies and markets
into the medium term, adversely affecting individual companies, sectors, industries,
markets, currencies, interest and inflation rates, credit ratings, investor sentiment and
other factors impacting the value of the Trust's investments.
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10.

Fair value of measurement:

The following is a summary of the inputs used as at June 30, 2023 in valuing the Trust's
investments carried at fair values:

Level 1 Level 2 Level 3 Total
Assets
Equities $ 5,361,328 $ -9 -9 5,361,328
Fixed income securities 1,256,250 52,890,678 - 54,146,928
$ 6,617,578 $ 52,890,678 $ - $ 59,508,256

There were no significant transfers between the levels during the period ended June 30, 2023.

The following is a summary of the inputs used as at December 31, 2022 in valuing the Trust's
investments carried at fair values:

Level 1 Level 2 Level 3 Total
Assets
Equities $ 6,885,369 $ -$ -9 6,885,369
Fixed income securities 1,230,000 51,225,126 — 52,455,126
$ 8,115,369 $ 51,225,126 $ -9 59,340,495

There were no significant transfers between the levels during the year ended December 31, 2022.

Increase (decrease) in net assets attributable to holders of redeemable units per unit:

The increase (decrease) in net assets attributable to holders of redeemable units per unit for the
period ended June 30, 2023 and 2022 is calculated as follows:

Increase (decrease) in Weighted average of Increase (decrease) in
net assets attributable to redeemable units net assets attributable to
holders of redeemable outstanding during the  holders of redeemable
units per Series: period units per unit:
June 30, 2023
Series A $ 74,261 322,166 $ 0.23
Series F 2,490,228 9,473,070 0.26
June 30, 2022
Series A $ (374,200) 448,960 $ (0.83)
Series D (1,078) 4,791 (0.23)
Series F (10,261,199) 10,916,937 (0.94)
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1.

12,

Offsetting financial instruments:

The Trust has provided the prime broker with a general lien over the financial assets in custody
as security for the prime broker's exposures relating to provision of prime broker services to the
Trust. The terms under which the general lien is provided are usual and customary for prime
broker agreements.

The Trust's arrangement with its broker permits offsetting of amounts receivable and payable in
respect of securities purchased or sold in the normal course of business.

Income taxes:
As at the tax year ended December 31, 2022, the Trust has no non-capital losses carried forward

and has capital losses carried forward in the amount of $7,230,443 (2021 - $nil) available for
income tax purposes.
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