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To our Shareholders,

We are pleased to provide you with a copy of the annual management report of fund performance (the “MRFP”) which contains financial 
highlights and the audited financial statements for the fiscal year ended August 31, 2009. This document includes:

•	 Management discussion of material information about the performance of the Fund;

•	 Recent developments;

•	 Key financial statistics and performance measures;

•	 Summary of the Fund’s investment portfolio;

•	 Financial statements; and,

•	 Notes to financial statements.

Please note that you have opted-in to receive this document. To change your instructions regarding these reports at any time, please 
contact us at 1.800.461.4814 or email us at clientservices@vengrowth.com.

Financial statements are also available to view online at www.vengrowth.com or www.sedar.com.

Thank you for choosing VenGrowth.

Regards,

VenGrowth Private Equity Partners Inc.

Letter to Shareholders

The VenGrowth Investment Fund Inc.
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Investment Objectives and Strategies

The primary investment objective of the Fund is to invest in  
small and medium sized eligible businesses with the objective  
of achieving long-term capital appreciation. The current  
primary objective and focus of management is on maximizing  
the profitability of the existing portfolio companies and assisting 
the Fund toward successful exits. The Fund is not anticipating 
investing in any new companies in the future. A key element of 
the Fund’s strategy has been to invest in globally competitive 
small and medium size businesses with proven and experienced 
management and strong track records. The Fund endeavours to 
be an active equity partner that works closely with entrepreneurs 
in order to enhance shareholder value.

The Fund was closed to new fund raising in December 1999 and 
re-opened for fund raising from December, 2006 to November, 
2008. The Fund suspended redemptions on December 9, 2008 
and moved to a periodic distribution model. The Fund’s current  
investment portfolio consists of technology firms as well as 
companies in the clean energy and services sectors. The Fund’s 
technology investments generally received their first venture 
financing several years ago and, though they may still benefit 
from further capital injections to finance expansion, these firms 
are generally well along the path to becoming liquid. The Fund’s 
other investments are mainly later stage profitable companies. 
As a mature Fund, with an established investment portfolio, the 
principal objective of the Fund is to seek optimal exit values and 
exit strategies for existing portfolio companies. To that end,  
where required, the Fund may provide follow-on funding to  
existing portfolio companies to assist them towards achieving  
a successful exit.

Risk

The continuing global economic recession and tight credit  
markets may have an impact on portfolio companies which would 
affect the Fund’s overall risk. The current economic environment 
has also impacted the Fund’s ability to exit portfolio investments, 
impacting the Fund’s Liquidity Risk. See below for a summary:

Liquidity Risk – As a result of the current state of economic  
conditions and the impact it has had on the Fund’s ability to exit 
investments, the Board of Directors of the Fund halted redemptions  
and adopted a periodic distribution policy, effective December 9,  
2008. Investors will now receive funds through a periodic  
distribution of available proceeds from the disposition of portfolio 
companies, rather than through weekly redemptions. To date,  
the Fund has not made any distributions. The Fund anticipates  
making a distribution before the end of 2009. For greater detail 
on the periodic distribution please see  “Recent Developments”.

Portfolio Risk – Additional risk of investment in the Fund  
include the relatively large portion of private companies, industry  
concentration, and limited number of investments within the  
portfolio. The Fund had investments in 11 portfolio companies as at  
August 31, 2009 with three of the portfolio companies each having  
a market value greater than 10% of the Net Assets of the Fund.          

The Fund is suited to investors with a high tolerance for risk and 
a long-term investment horizon.

Results of Operations

Investment Activity

The Fund ended the year with investments valued at $31 million 
in 11 companies. The Net Assets of the Fund is comprised of 1% 
in cash and other net assets; 8% in public company investments 
and 91% in later-stage private company investments. The fair 
value (“FV”) of the venture portfolio is diversified across three 
sectors: 42% Communications, 34% Traditional Industries which 
includes clean technology and service companies and 24% 
Semiconductors & Components.  

This annual management report of fund performance contains financial highlights and the complete annual 
financial statements of The VenGrowth Investment Fund Inc. (the “Fund”). You may contact the Fund by 
calling our toll free number 1.800.461.4814, by writing us at 105 Adelaide Street West, Suite 1000, Toronto, 
Ontario, M5H 1P9 or by email at clientservices@vengrowth.com in order to request a copy of the Fund’s proxy 
voting policies and procedures, or proxy voting disclosure record. Further information can be obtained by  
visiting our website at www.vengrowth.com or SEDAR at www.sedar.com.
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Over the course of the year, the Fund completed $1 million in 
total venture investments in existing portfolio companies.

The Fund started the year with venture investments having a  
FV of $55 million and a cost of $45 million and ended the year 
with venture investments at a FV of $31 million and a cost of  
$43 million. The $24 million decrease in the FV of the venture 
investment portfolio is primarily due to a decrease in the FV of 
the existing portfolio of $22 million, dispositions of investments 
with a FV of $3 million (which had a cost of $3 million), and an 
offset of $1 million in follow-on investments made during the year. 
The companies exited during the year generated cash proceeds 
to the Fund of $3 million.

The Fund incurred brokerage commissions on investment  
transactions for the year ended August 31, 2009 of $16 thousand. 

Investment Performance

During the year, the Fund’s Net Assets per share for Class A 
Shares on a pricing basis decreased by 43%. This decrease was 
primarily due to a decline in the carrying value of the venture 
investment portfolio over the period. The decline in the venture 
portfolio was represented primarily by four portfolio companies.  
Approximately 47% of the decline was represented by one 
company alone. In spite of difficult economic conditions, this 
company has been successful in growing its revenues, and 2009 
is forecasted to be its most profitable year. Nevertheless, this 
company is exposed to the commodity sector which has seen 
price weakness and a significant decline in the valuation of public 
market comparables, resulting in a lower carrying value for the 
investment. The decline in the carrying value for the other three 
companies was due primarily to lower operating results brought 
about by the recession. The performance returns of each Series 
of Class A Shares offered by the Fund are presented in the  
Financial Highlights – Past Performance section of the report.

The Fund’s management expense ratio (the “MER”) per Class 
A Shares, Series E remained the same as the previous year at 
4.37% (August 31, 2008 – 4.37%). The Fund’s MER per Class A 
Share, Series A and Series B, Series C and Series F increased 
to 7.07% from 6.13% (August 31, 2008), to 7.42% from 6.23% 
(August 31, 2008) and to 4.30% from 4.17% (August 31, 2008), 
respectively. The increase in the MER for Class A Shares, Series 
A and Series B, Series C and Series F was primarily a result of 
regular recurring expenses that are specific to the Series. The 
MER’s for each Series offered by the Fund are presented in the  
Financial Highlights – Ratio and Supplemental Data section of  
the report.

The Fund ceased taking in new money from investors on  
November 28, 2008 and does not intend to raise funds in  
the future.

The Fund began the year with Net Assets of $58 million and 
ended the year with a Net Assets of $31 million, with the decline 
primarily due to portfolio depreciation of $22 million and share 
redemptions of $4 million.

Recent Developments

The Fund ceased redemptions and moved to a periodic distribution  
policy for all shareholders effective December 9, 2008. As a 
result of this change, shareholders are no longer able to redeem 
their investments on a weekly basis, but instead will receive 
returns from their investments in the form of periodic payments 
from the Fund. The Board of Directors for the Fund will determine 
the surplus cash available, if any, to be distributed to shareholders  
subsequent to the end of each fiscal year, starting August 31, 
2009. Any distribution will be paid on a pro-rata basis after 
the completion of the annual audit. The amount and timing of 
distributions will be overseen by independent members of the 
Board of Directors for the Fund, and could occur more than once 
a year if warranted. The Fund anticipates making a distribution 
in December 2009. The Fund’s objective is to have a significant 
amount of the Fund’s value distributed within two years, with 
a larger distribution in the second year. The Fund expects to 
continue to make distributions to shareholders until the Fund is 
eventually wound down and all the available proceeds from exits 
are returned to shareholders.  

The decision to move to pro-rata distributions was made in  
order to protect shareholder value during what continues to be a  
challenging economic time. The Fund believes the move is in the 
best interest of all shareholders. As the Fund winds down, this 
measure will help the Fund avoid liquidity problems and return 
surplus cash equitably to all shareholders. As well, the move 
allows the Fund to sell promising investments in a timeframe that 
the Manager believes will optimize the value received.

To better understand contributing factors to this situation, some 
background context on venture capital investing is warranted. 
The Fund invested in innovative, early-stage Canadian companies.  
In almost all cases, the companies were private, meaning there is 
no liquid market for their shares. The Fund provided capital and 
management guidance with a view to grow these companies  
into larger, global leaders in their respective fields. Once these  
companies have matured, the Fund seeks to “exit” them in order to  
generate cash for the Fund. The timeframe to invest in a company,  
and mature it to a point where it is sufficiently large to begin  
contemplating an exit event normally takes several years.   

Management Report of Fund Performance (continued)
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Management Report of Fund Performance (continued)

There are two main ways to exit a mature investment. The first is 
to take the company public on a stock exchange (referred to as an 
initial public offering or “IPO”). Typically, after a portfolio company 
has gone public, there is a ready-made market where the Fund 
can sell its shares. The second approach is to sell the company to 
a large strategic industry player (typically referred to as a merger 
and acquisition transaction or “M&A”).  

The ability to exit smaller private companies is very much  
influenced by the health of the overall stock market. During  
times of stock market volatility, there is little investor appetite to 
purchase shares in IPOs of smaller companies, as investors  
typically retreat to guaranteed investments and the perceived 
safety of larger capitalized stocks. Similarly, during times of  
volatility, larger companies tend to put acquisitions temporarily  
on hold to preserve cash. 

As it appears that a global financial crisis has been averted, public 
stock markets have recouped at least a portion of their dramatic 
losses. However, concerns remain over the strength of the  
economic recovery, particularly in the US – Canada’s largest trading  
partner. At the end of September, 2009 the US unemployment 
hit a 26-year high of 9.8%. And although the pace of monthly job 
losses is slowing, there are no indications yet that businesses are 
about to staff up. As a result, consumer spending, which makes 
up 70% of the US economy, is expected to remain soft.  

Both Canada and the US have recently shown mixed economic 
data, contributing to uncertainty about the strength and speed  
of a recovery. A more bullish sentiment amongst investors and  
corporations alike is required before stronger exit markets will 
prevail for private companies.

The recession that has characterized much of the last 24 months 
has had a profound impact on the ability of the Fund to sell  
promising investments. Since December 2007, not a single  
Canadian technology company has been able to complete an IPO.  
Merger and acquisition activity involving Canadian technology 
companies plunged 80% in 2008. Excluding the creditor-mandated  
sale of various Nortel business units, year-to-date merger and 
acquisition activity has decreased a further 23%.

The exit market for technology companies has been relatively 
weak since the severe market correction in the year 2000. Since 
then, despite that downturn, the Fund has successfully generated 
over $250 million of cash by taking several portfolio companies 
public, and selling others to larger strategic industry players. The 
Fund has mature portfolio holdings, ready to be liquidated when 
exit market conditions improve. When the markets dramatically 
dropped in the Fall of 2008, the Fund was in discussions to sell 

select portfolio holdings. Unfortunately, these discussions were 
put on hold as prospective purchasers focused their intentions on 
managing through a recession. The Manager believes that as the 
global economy and financial markets continue to improve, this 
will translate into increased opportunities to exit portfolio holdings. 

The Fund’s objective is to achieve optimal exit values for the 
portfolio of private companies. This means balancing the desire to 
maximize the speed and size of early distributions to shareholders,  
while ensuring that fair value for investments is obtained in the 
context of the market, the Fund will also explore any other  
opportunities that might either accelerate the return of capital to 
shareholders, or provide alternative liquidity options. Despite the 
difficult conditions our companies faced during the fiscal year, 
many portfolio companies have been able to demonstrate  
significant progress including the following; 

BelAir Networks Inc. (“BelAir”) builds the infrastructure for  
wireless Internet access. The company has deployed hundreds of 
its networks worldwide. It has been declared by Dell’Oro Group as 
the number one company by market share worldwide in service 
provider WLAN/Wi-Fi mesh, according to the recently released 
Dell’Oro Group Wireless LAN quarterly report. The growing 
number of dual mode smartphones, such as the iPhoneTM, and 
other Wi-Fi enabled devices has driven demand for Wi-Fi access 
in high-traffic areas. Working with cable and cellular operators to 
address this demand has helped BelAir Networks achieve eight 
consecutive quarters of market share growth and leadership. 
BelAir saw its revenues grow 60% between 2006 and 2009.

SiGe Semiconductor Inc. (SiGe”) produces radio chips that  
enable wireless connections, which are found in most of the 
world’s fastest growing consumer electronics such as leading 
laptops, cell phones, and game consoles. SiGe products are  
designed specifically for these applications, providing the  
un-equaled performance that is necessary for high-quality,  
user-focused applications on the go. The company has shipped 
more than 375 million semiconductor chips to leading consumer 
device manufacturers such as Apple Inc., Cisco Systems Inc.,  
Dell Inc., Nintendo Co. Ltd and Samsung Electronics Co. Ltd.   

GreenField Ethanol Inc. (“GreenField”) has grown to be Canada’s  
largest fuel ethanol company, producing 450 million litres a year, 
and generating in excess of $500 million of annual revenues.  
Sold at 1,300 gas stations, the Company’s ethanol reduces fill-up 
costs and cuts harmful greenhouse gas emissions. GreenField 
recently announced that its Johnstown facility will receive  
investments of up to $117.5 million over seven years from the  
Government of Canada in support of biofuels development.   
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Management Report of Fund Performance (continued)

The economic slowdown proved to be much deeper and protracted  
than most analysts had predicted, affecting virtually all industry 
sectors and geographies. Though we have seen financial markets 
recover somewhat, and the economic environment has stabilized 
to a degree, there are lasting consequences that are affecting the 
availability of credit and other sources of capital to businesses.  
The severity of the impact on the future operating results of  
portfolio companies remains to be seen.

The Fund is working closely with the management teams of  
portfolio companies to ensure that they are managing their  
businesses prudently in these uncertain economic times. At the 
same time, the Fund will continue to aggressively and diligently 
pursue exit opportunities for portfolio investments and alternative  
opportunities in order to optimize distributions or to provide  
shareholder liquidity.

Adoption of New Accounting Standards

Section 3862, Financial Instruments – Disclosures (“Section 
3862”), and Section 3863, Financial Instruments – Presentation 
(“Section 3863”) have replaced Section 3861, Financial  
Instruments – Disclosure and Presentation (“Section 3861”).  
Section 3862 requires additional disclosure by the Fund pertaining 
to the nature and extent of risks arising from financial instruments 
to which the Fund is exposed and how the Fund manages those 
risks. Section 3863 carries forward unchanged the presentation 
requirements of Section 3861 with respect to financial instruments.  
Both Section 3862 and Section 3863 apply to interim and annual  
financial statements of the Fund beginning for the fiscal year 
commencing September 1, 2008. Refer to note 10 of the financial 
statements for further details regarding risk management.   

Future Accounting Change

The Canadian Accounting Standards Board has confirmed 
January 1, 2011 as the date International Financial Reporting 
Standards (“IFRS”) will replace GAAP for publicly accountable 
enterprises, which include investment funds and other reporting 
issuers. Accordingly, the Fund will adopt IFRS for its fiscal period 
beginning September 1, 2011.  

The key elements of the Manager’s transition to IFRS includes the 
disclosure of the qualitative impact in the 2009 annual financial  
statements, and will include the disclosures of the quantitative  
impact, if any, in the 2010 financial statements and the preparation  
of the 2011 financial statements in accordance with IFRS. The 
Manager cannot determine that there will be no impact to the net 
asset value per share as a result of the changeover to IFRS. The 
Manager currently anticipates the impact of the application of 
IFRS on venture funds’ and the Fund’s accounting policies and 
implementation decisions will be primarily in the areas of additional  
note disclosures in the financial statements. 

Related Party Transactions

VenGrowth Capital Management Inc. (the “Manager”) is the 
Manager and Administrator of the Fund. The Manager’s fees are 
primarily based on a percentage of Pricing Net Assets or cost.  
Of the total consolidated Fund Operating MER of 4.94% for the 
year ended August 31, 2009, 3.23% was paid to the Manager,  
or to affiliates of the Manager. The Manager may also earn an  
incentive participation amount (the “IPA”) based on the realized 
gains and cumulative performance of the Fund, although none 
has been earned or paid in the current year.
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Management Report of Fund Performance (continued)

FINANCIAL HIGHLIGHTS

The following tables show selected key financial information about the Fund and are intended to help you understand the Fund’s 
financial performance for the past five years. The Fund commenced operations on March 1, 1995. This information is derived from the 
Fund’s audited annual financial statements.

The Fund’s Net Assets per Share
	 	 August 31,	A ugust 31,	A ugust 31, 	A ugust 31,	A ugust 31,	
Class A, Series E (1)	 2009	 2008	 2007 	 2006	 2005	
Net Assets per share, beginning of period (2) (3)	 $	 8.17	 $	 11.95	 $	 11.56	 $	 11.12	 $	 11.90	
Increase/(decrease) from operations 
Total revenue 		  0.04		  0.27		  0.29 		  0.18		  0.18	
Total expense 		  (0.25)		  (0.40)		  (0.44)		  (0.40)		  (0.47)	
Realized gain/(loss) for the period		  (0.02)  		  (0.33)		  0.62 		  (1.47)		  0.12	
Unrealized gain/(loss) for the period 		  (3.19)		  (3.27)		  –		  2.20		  (0.31) 
Total increase/(decrease) from operations (2) 	 $	 (3.42) 	 $	 (3.73)	 $	 0.47	 $	 0.51	 $	 (0.48)  
Other:
Amortizations/recoveries/trailer fees (2) (4) 	 	 (0.03)		  (0.05)		  (0.06)		  (0.07)		  (0.30)	
Net Assets per share (2)	 $	 4.72	 $	 8.17	 $	 11.97	 $	 11.56	 $	 11.12  

	 	 Series A and B	 Series C	
	 	 August 31,	A ugust 31,	A ugust 31, 	A ugust 31,	A ugust 31,	A ugust 31,	
Class A (1) (5)	 2009	 2008	 2007 	 2009	 2008	 2007	
Net Assets per share, beginning of period (2) (3) (5) 	 $	 7.89	 $	 11.78	 $	 11.87	 $	 7.88	 $	 11.77	 $	 11.87
Increase/(decrease) from operations 
Total revenue 		  0.03		  0.25		  0.35 		  0.03		  0.24		  0.32
Total expense 		  (0.40)		  (0.55)		  (0.48)		  (0.45)		  (0.61)	 	 (0.52)
Realized gain/(loss) for the period		  (0.02)  		  (0.29)		  1.26 		  (0.02)		  (0.29)		  1.17
Unrealized gain/(loss) for the period 		  (3.03)		  (3.25)		  (1.17)		  (3.03)		  (3.23) 		  (1.06)
Total increase/(decrease) from operations (2) 	 $	 (3.42) 	 $	 (3.84)	 $	 (0.04)	 $	 (3.47)	 $	 (3.89)  	 $	 (0.09)
Other:
Trailer fees (2) 	 	 (0.03)		  (0.05)		  (0.04)		  –		  –		  –
Net Assets per share (2)	 $	 4.44	 $	 7.89	 $	 11.79	 $	 4.41	 $	 7.88  	 $	 11.78

	 	 August 31,	A ugust 31,	A ugust 31,	
Class A, Series F (1) (5)	 2009	 2008	 2007	
Net Assets per share, beginning of period (2) (3) (5) 	 $	 8.16	 $	 11.94	 $	 11.87
Increase/(decrease) from operations 
Total revenue 		  0.04		  0.25		  0.33
Total expense 		  (0.27)		  (0.42)	 	 (0.36)
Realized gain/(loss) for the period		  (0.02)		  (0.30)		  1.25
Unrealized gain/(loss) for the period 		  (3.19)		  (3.31) 		  (1.14)
Total increase/(decrease) from operations (2) 	 $	 (3.44)	 $	 (3.78)  	 $	 0.08
Other:
Trailer fees (2) 	 	 –		  –		  –
Net Assets per share (1) (2)	 $	 4.72	 $	 8.16  	 $	 11.95
(1)	 This information is provided as at August 31 of the years shown. 
(2)	 Net Assets per share is based on the actual number of Class A Shares of a Series outstanding at the relevant time. The increase/(decrease) from operations is 		
	 based on a weighted average number of Class A Shares of a Series outstanding over the financial period.  
(3)	 On September 1, 2007 the Fund adopted Section 3855 on a retroactive basis without the restatement of prior periods. Accordingly, the beginning balance of 			 
	 Net Assets per share for fiscal 2008 has been adjusted and may not equal the closing Net Assets per share of August 31, 2007.
(4)	 On September 1, 2004, the Fund wrote off its remaining deferred sales commission balance in accordance with GAAP. 
(5)	 These series were launched in December 2006. The August 31, 2007 beginning Net Assets per share reflects the Pricing Net Assets per share of the first 				 
	 shares of the Series sold in the Fund.
* 	 The Fund made no distributions.
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Management Report of Fund Performance (continued)

FINANCIAL HIGHLIGHTS (continued)

Ratios and Supplemental Data

	 	 August 31,	A ugust 31,	A ugust 31, 	A ugust 31,	A ugust 31,
Class A, Series E (1)	 2009	 2008	 2007 	 2006	 2005	

Net Assets (000’s) 	 $	 24,937	 $	 47,121	 $	 125,955	 $	 250,604	 $	 283,086
Number of Class A shares outstanding 		 5,286,598		 5,769,499	 10,524,910	 21,686,869 	 25,460,384

Total MER (2) (4) (5)	 	 4.37%		  4.37%  		  4.17%		  3.98%  		  4.56%	

Trading expense ratio (7)		  0.06%		  0.25%	 	 –		  –		  –	
Closing Net Assets per share (1) (3)	 $	 4.72	 $	 8.17 	 $	 11.97	 $	 11.56	 $	 11.12
Closing Pricing Net Assets per share (1) (3)	 $	 4.72	 $	 8.18 	 $	 11.97	 $	 11.60	 $	 11.25  

	 	 Series A and B	 Series C	
	 	 August 31,	A ugust 31,	A ugust 31, 	A ugust 31,	A ugust 31,	A ugust 31,	
Class A (1) (6)	 2009	 2008	 2007 	 2009	 2008	 2007	

Net Assets (000’s) 	 $	 4,390	 $	 7,781	 $	 9,990	 $	 1,927	 $	 3,440	 $	 4,295
Number of Class A shares outstanding 		  988,901		  985,898	 847,220	 436,444 	 436,504	 364,563	

Total MER (2) (4) (5)	 	 7.07%		  6.13%  		  5.86%		  7.42%  		  6.23%		  5.91%	

Trading expense ratio (7)		  0.06%		  0.22%	 	 –		  0.06%		  0.22%		  –	
Closing Net Assets per share (1) (3)	 $	 4.44	 $	 7.89 	 $	 11.79	 $	 4.41	 $	 7.88	 $	 11.78 
Closing Pricing Net Assets per share (1) (3)	 $	 4.44	 $	 7.90 	 $	 11.79	 $	 4.42	 $	 7.89	 $	 11.78   

	 	 August 31,	A ugust 31,	A ugust 31,	
Class A, Series F (1) (6)	 2009	 2008	 2007	

Net Assets (000’s) 	 $	 48	 $	 83	 $	 102	
Number of Class A shares outstanding 		  10,218 		  10,218		  8,522	

Total MER (2) (4) (5)	 	 4.30%  		  4.17%		  4.11%	

Trading expense ratio (7)		  0.06%		  0.22%		  –	
Closing Net Assets per share (1) (3)	 $	 4.72	 $	 8.16	 $	 11.95 
Closing Pricing Net Assets per share (1) (3)	 $	 4.72	 $	 8.17	 $	 11.95   

(1)	 This information is provided as at August 31 of the years shown. 
(2)	 MER is based on total expenses for the stated period (excluding commissions and other portfolio transaction costs) and is expressed as an annualized  
	 percentage of average net assets during the period.  
(3)	 The difference between Net Assets per share and Pricing Net Assets per share is the market value bid price adjustment in accordance with CICA Section 3855 		
	 adopted since September 1, 2007 and the inclusion of deferred sales commission amounts allowed by the Ontario Securities Commission (“OSC”) in the Pricing 	
	 Net Assets. See Note 9 in the Notes to Financial Statements for additional information.
(4)	 When the Manager receives fees from investee companies, it reduces the management fee to the Fund in an equivalent amount so that the Fund receives the 			
	 benefit of those fees. This results in the Fund paying less than the contracted management fee for the period.
(5)	 The year 2005 has been restated to include trailer fee amounts. 
(6)	 These series were launched in December 2006. 
(7)	 The trading expense ratio represents total commission and other portfolio transaction costs expressed as an annualized percentage of average net assets  
	 during the period. The trading expense ratio is only provided starting in 2008.

*	 Portfolio turnover information has not been provided as venture funds invest in private companies which, on average, are held for four to six years.
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Management Report of Fund Performance (continued)

MANAGEMENT FEES

The Fund has entered into certain agreements for the provision of  
management and administrative services. A detailed description 
of the fees and related services provided is contained in the Note 
3 to the annual financial statements.  

PAST PERFORMANCE

Mutual fund returns are not guaranteed, their values change 
frequently and past performance may not be repeated nor can  
it be used as an indicator of future performance. The returns  
presented do not take into account any early redemption fees 
and in the case of Class A Shares, Series F any fees you would 
have paid your advisor that would have reduced returns.

Year-by-Year Returns

The charts below reflect the Fund’s annual performance for  
each Series of Class A Shares in each year since inception to  
August 31, 2009. The charts illustrate how the Fund’s performance  
has changed from year to year. The charts show in percentage 
terms how an investment made on September 1 in the previous 
year would have increased or decreased by August 31 of the 
following year.         
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Annual Compound Returns

The following table shows the Fund’s annual compound returns 
for one year, three year, five year, ten year and since inception for 
each Series of Class A Shares as compared to its benchmarks, 
the Globe Retail Venture Capital Peer Index and NASDAQ  
Composite as at August 31, 2009. 

Percentage 	 1	 3	 5	 10	 Since
Return	 Year	 Year	 Year	 Year	 Inception

Series E	 (42.54)	 (26.00)	 (16.96)	 (10.78)	 (5.07)
Series A & B	 (44.05)	  N/A	 N/A	 N/A	 (30.37)
Series C	 (44.23)	 N/A	 N/A	 N/A	 (30.49)
Series F	 (42.47)	 N/A	 N/A	 N/A	 (28.79)
Globe Retail Venture 
Capital Peer Index	 (15.67)	 (6.56)	 (4.52)	 (2.84)	 1.30
NASDAQ  
Composite ($ CDN)	 (12.42)	 (3.03)	 (1.86)	 (6.25)	 9.88

The Globe Labour Sponsored Peer Index’s name changed to the Globe Retail 
Venture Capital Peer Index.

As a mature fund, the venture portfolio is comprised of a small 
number of companies. Accordingly, changes in the valuation of 
a single investment will have a greater impact, either positive or 
negative, on the overall fund as compared to the benchmarks 
which have a greater number of companies, and is more broadly 
diversified by industry sector. The Fund performed worse than its 
benchmarks. In particular, the Fund has large sector concentrations  
in clean energy, which has seen a larger decline than the broader 
stock market.

Globe Retail Venture Capital Peer Index is an equally weighted 
average of mutual funds within the stated asset class. 

NASDAQ Composite Principal ($CDN) is an index of over 3,000 
OTC issues with an aggregate market value of approximately 
$500 billion. 

SUMMARY OF INVESTMENT PORTFOLIO

	 Fair Value	 % of
Venture Investment Sectors	 (000’s)	 Net Assets

Communications	 $	 12,950 	 41%

Traditional Industries		  10,540 	 34%

Semiconductor & Components		  7,586 	 24%

Total Venture	 $	 31,076 	 99%

Other Net Assets		  (146)	 0%

Cash & Cash Equivalents		  372 	 1%

Net Assets as at August 31, 2009	 $	  31,302 	 100%

TOP 25 VENTURE INVESTMENT HOLDINGS

Please refer to the Statement of Investment Portfolio contained  
in the attached Financial Statements for a detailed listing of all 
holdings of the Fund, page 13.

Management Report of Fund Performance (continued)
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Auditors’ report TO THE SHAREHOLDERS

We have audited the statements of net assets of The VenGrowth Investment Fund Inc. (the “Fund”) as at August 31, 2009 and 2008, 
the statement of investment portfolio as at August 31, 2009 and the statements of operations, changes in net assets and cash flows  
for the years ended August 31, 2009 and 2008. These financial statements are the responsibility of the Fund’s management. Our  
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit  
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net assets of the Fund as at August 31, 2009 and 
2008, its investments as at August 31, 2009 and the results of its operations, the changes in its net assets and its cash flows for the 
years ended August 31, 2009 and 2008 in accordance with Canadian generally accepted accounting principles.

Chartered Accountants, Licensed Public Accountants

Toronto, Canada	  
September 25, 2009
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THE VENGROWTH INVESTMENT FUND INC.

StatementS of OPERATIONS 	
	For the years ended August 31	 	

(in thousands of dollars, except per share amounts)	 2009	 2008

Investment Income		
Interest from venture investments	 $	 245	 $	 2,192 
Interest from marketable securities		  4		  222    

			       249		  2,414    

Expenses
Management fee 		  803		  1,687 
Distribution and marketing 		  294		  499
Office and other	  	 303		  561
Administration fee		   273		  581 
Goods and services tax	  	 90		  177
Audit fees	  	 46		  72 
Directors’ fees		  31		  32
Shareholders’ communication		   22		  35 
Transaction costs	  	 16 		   220    
Legal fees		  14		  14
Custodial fees		   2		  10

		   	     1,894		  3,888    

Net investment loss for the year	  	 (1,645)		  (1,474)
Realized loss on disposition of investments		  (128)	 	 (2,993)
Change in unrealized depreciation of investments		  (21,584)		  (30,787)

Total results of operations	 $	 (23,357)	 $	 (35,254)

Per Class A Shares
Decrease in net assets from operations		
   	 Series E	 $	  (18,427)	 $	 (30,172)
   	 Series A and B	 $	  (3,382)	 $	 (3,502)
	 Series C	 $	  (1,513)	 $	 (1,544)
	 Series F	 $	 (35)	 $	 (36) 

Decrease from operations per share  
(based on weighted average number of shares outstanding in the series)		
    	 Series E	 $	 (3.42)	 $	 (3.73)
 	 Series A and B	 $	 (3.42)	 $	 (3.84)
   	 Series C	 $	 (3.47)	 $	 (3.89)
   	 Series F	 $	  (3.44)	 $	 (3.78)  

See accompanying notes to financial statements.
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THE VENGROWTH INVESTMENT FUND INC.

StatementS of CHANGES IN NET ASSETS 	
	 	For the years ended August 31	 	

(in thousands of dollars)	 2009	 2008

Net assets, beginning of year		
Series E	 $	  47,121	 $	 125,821   
Series A and B	 $	  7,781	 $	 9,979   
Series C	 $ 	 3,440	 $	 4,290
Series F	 $	   83	 $	 102  
		  $	  58,425	 $	 140,192     

Changes during the year:		
      	Total results of operations		
      	Series E		  (18,427)		  (30,172)
      	Series A and B		  (3,382)		  (3,502)
      	Series C		   (1,513)		  (1,544)
      	Series F		  (35)		  (36)
			     (23,357)		  (35,254)  

Capital transactions:		
	 Proceeds from issue of Class A shares		
      	Series E		  –		  –
	 Series A and B		    37		  1,420   
      	Series C		  2		  698   
      	Series F		    –		  18  
			      39		  2,136 

	 Amount paid for Class A shares redeemed		
      	Series E		  (3,582)		  (48,144)
      	Series A and B		     (15)		  (72)
     	 Series C		   (2)		  (4) 
      	Series F		   –		  (1) 
			     (3,599)		  (48,221)

	 Share issue costs, net of recoveries		
       	Series E		  (175)		  (384)
     	 Series A and B		   (31)		  (44)
      	Series C		   –   		   – 
      	Series F		   –   		   – 
			   (206)		  (428)
Total change for the year		   (27,123)   		  (81,767) 

Net assets, end of year		
Series E	 $	  24,937	 $	 47,121   
Series A and B	 $	 4,390	 $	 7,781   
Series C	 $	 1,927	 $	 3,440 
Series F	 $	  48	 $	 83     
		  $	  31,302	 $	 58,425 

Realized Loss on Disposition of Venture Investments			 
	 Venture investments at cost, beginning of year	 $ 	  45,387	 $	 87,545   
	 Venture investments purchased during the year		     807		  1,562 
			      46,194		  89,107  
	 Venture investments at cost, end of year		     42,833		  45,387   
	 Cost of venture investment dispositions		     3,361		  43,720  
	 Proceeds from disposition of venture investments		   3,233		  40,727    
Realized loss on disposition of venture investments	 $	 (128)	 $	 (2,993)
See accompanying notes to financial statements.
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THE VENGROWTH INVESTMENT FUND INC.

StatementS of CASH FLOWS 	
	 	For the years ended August 31	 	

(in thousands of dollars)	 2009	 2008

Cash Flows from Operating Activities				  
Net investment loss for the year	 $	 (1,645)	 $	 (1,474)
Venture investments purchased		  (807)		  (1,562)
Proceeds on disposition of venture investments		   3,233		  40,727  
Change in marketable securities, net of unrealized appreciation		  –		  345
Change in non-cash operating working capital		  2,161		  7,226

Cash flows from operating activities		  2,942		  45,262

Cash Flows from Financing Activities			 
Class A shares issued		  39		  2,136 
Class A shares redeemed	  	 (3,599)	 	 (48,221)
Share issue costs, net of recoveries		  (206)		  (428)

Cash flows from financing activities		    (3,766)		  (46,513)   

Decrease in cash and cash equivalents		     (824)		  (1,251)

Cash and cash equivalents, beginning of year		     1,196		  2,447    

Cash and cash equivalents, end of year	 $	 372	 $	 1,196    

Statement of INVESTMENT PORTFOLIO	
	As at August 31, 2009	 	

(in thousands of dollars, except security amounts and interest rates)	

Venture Investments					   
Investee	 Security		   	A mount 

Belair Networks Inc.	 2,568,920	 Class C Preferred Shares	 $	 2,766
		  265,267	 Class D Preferred Shares		  344
		  312,916	 Class E Preferred Shares		  261
		  3,172,156	 Common Shares		  –

Bridgewater Systems Corporation	 196,777	 Common Shares		  599

BTI Photonic Systems Inc.	 1,690,212	 Class C Preferred Shares		  2,424
		  692,682	 Class D-1 Preferred Shares		  503
		  274,367	 Class D-2 Preferred Shares		  433
			   Debenture			   279

Futurecom Systems Group Inc.		  Debenture			   3,100
		  31	 Special Preferred Shares		  –

GreenField Ethanol Inc.	 497,682	 Common Shares		  3,960
		  123,645	 Special Shares		  984

Mobile Computing Corp. Inc.		  Debenture			   38
			   Note			   761
		  81,278	 Common Shares		  –

See accompanying notes to financial statements.
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THE VENGROWTH INVESTMENT FUND INC.

Statement of INVESTMENT PORTFOLIO (continued)	
	

	
As at August 31, 2009	 	
(in thousands of dollars, except security amounts, interest rates and number of companies)	

Venture Investments					   
Investee	 Security		   	A mount 

Neterion Corp.	 539,464	 Class D Exchangeable Shares	 $	 2,679
		  539,464	 Special Voting Shares		  –

Nexient Learning Inc.	 10,649,479	 Class A Preferred Shares		  1,278
		  1,693,646	 Class B Preferred Shares		  203
		  1,643,706	 Common Shares		  157
		  44,899	 Options			   –
	 Nexient Learning Canada Inc.		  Debenture			   3,389
		  10,174,733	 Common Shares		  94

Sandvine Corporation	 840,959	 Common Shares		  541

SiGe Semiconductor Inc.	 1,148,637	 Class A-1 Preferred Shares		  1,312
		  4,776,136	 Common Shares		  16,284

Xtera Communications Inc.	 254,392	 Common Shares		  444
		  267,781	 Warrants			   –

Total venture investments, at cost				    $	  42,833  
Net unrealized appreciation of venture investments					        (11,757)  

Venture investments at fair value (99%)					     31,076  

Total investments					     31,076   
Other net assets (1%)					       226 

Net assets representing shareholder’s equity (100%)				    $	  31,302  

Venture debt instruments have maturity dates to January 1, 2010 and coupon rates up to 17%.

Venture Portfolio					   
		  Number of				    Fair 	 % of	 % of
Sectors 	 Companies		  Cost		  Value	 Cost	 Fair Value

Communications	 8	 $	 15,173	 $	 12,950	 36	 42
Traditional industries	 2		  10,064		  10,540	 23	 34
Semiconductor & Components	 1		  17,596		  7,586	 41	 24

Totals	 11	 $	 42,833	 $	 31,076	 100	 100

				  

Venture Portfolio						   
		  Number of				    Fair 	 % of	 % of
Investment Stage	 Companies		  Cost		  Value	 Cost	 Fair Value

Later	 11	 $	 42,833	 $	 31,076	 100	 100

Totals	 11	 $	 42,833	 $	 31,076	 100	 100

See accompanying notes to financial statements.	
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(in thousands of dollars, except share and per share amounts) 

GENERAL

The VenGrowth Investment Fund Inc. (the “Fund”) was incorporated under the Canada Business Corporations Act on November 9, 
1994, and is registered as a labour-sponsored venture capital corporation under the Income Tax Act (Canada) (the “Tax Act”) and as 
a labour-sponsored investment fund corporation under the Community Small Business Investment Funds Act, (Ontario), (the “Ontario 
Act”). The Fund commenced operations on March 1, 1995.

The Tax Act and Ontario Act require the Fund to comply with investment restrictions as to eligible investments and reserves that may  
be held by the Fund. Failure to comply with these restrictions may result in penalties and taxes to the Fund.   

VenGrowth Capital Management Inc. is the Manager (the “Manager”) and Administrator (the “Administrator”) of the Fund. The  
Association of Canadian Financial Officers is the Sponsor of the Fund (the “Sponsor”).

1.	 SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared by management in accordance with Canadian Generally Accepted Accounting  
Principles (“GAAP”). The significant accounting policies are as follows:

a) 	A doption of New Accounting Standards

Section 3862, Financial Instruments – Disclosures (“Section 3862”), and Section 3863, Financial Instruments – Presentation (“Section 
3863”) have replaced Section 3861, Financial Instruments – Disclosure and Presentation (“Section 3861”). Section 3862 requires  
additional disclosure by the Fund pertaining to the nature and extent of risks arising from financial instruments to which the Fund is  
exposed and how the Fund manages those risks. Section 3863 carries forward unchanged the presentation requirements of Section 
3861 with respect to financial instruments. Both Section 3862 and Section 3863 apply to interim and annual financial statements of the 
Fund beginning for the fiscal year commencing September 1, 2008. Refer to note 10 for further details regarding risk management.    

b) 	 Future Accounting Change

The Canadian Accounting Standards Board has confirmed January 1, 2011 as the date International Financial Reporting Standards 
(“IFRS”) will replace GAAP for publicly accountable enterprises, which include investment funds and other reporting issuers.  
Accordingly, the Fund will adopt IFRS for its fiscal period beginning September 1, 2011.  

The key elements of the Manager’s transition to IFRS includes the disclosure of the qualitative impact in the 2009 annual financial 
statements, and will include the disclosures of the quantitative impact, if any, in the 2010 financial statements and the preparation of the 
2011 financial statements in accordance with IFRS. The Manager cannot determine that there will be no impact to the net asset value 
per share as a result of the changeover to IFRS. The Manager currently anticipates the impact of the application of IFRS on venture 
funds’ and the Fund’s accounting policies and implementation decisions will be primarily in the areas of additional note disclosures in 
the financial statements.

c) 	 Investments

Investments are deemed categorized as held-for-trading and therefore recorded at fair value as follows:  

Investments listed upon a recognized public stock exchange are valued at their bid prices on the valuation date. If no bid price can  
be ascertained or if the securities are not quoted on an exchange, they will be valued at fair value based on management’s best  
estimate. The difference between market value and average cost is shown as unrealized appreciation (depreciation) of investments  
and foreign currency commitments. Average cost is used to determine the gain or loss on investments sold. The average cost excludes  
transaction costs.

d) 	 Cash and Cash Equivalents

Cash and cash equivalents are comprised of cash on deposit and short-term debt instruments with terms to maturity of less than  
90 days at acquisition. Cash and cash equivalents are deemed to be held for trading and, therefore, carried at fair value, which  
approximates their carrying amount. 

Notes to Financial Statements   Year ended August 31, 2009 and 2008
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(in thousands of dollars, except share and per share amounts) 

1.	 SIGNIFICANT ACCOUNTING POLICIES (continued) 

e) 	 Transaction Costs
Transaction costs, such as brokerage commissions and other portfolio transaction costs, are included in Transaction costs in the  
Statement of Operations. Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of an 
investment. The Fund incurred transaction costs of $16 ($220 – August 31, 2008), which includes brokerage commissions on investment  
transactions of $16 for the year ended August 31, 2009 ($214 – August 31, 2008).

f) 	 Marketable Securities
Short-term interest bearing investments are valued at amortized cost, which approximates market value.

Bonds are valued on the basis of year-end market bid quotations. The difference between the market value and cost of the bonds is 
recorded as unrealized appreciation/depreciation.

Purchases and sales of marketable securities are recorded on a trade-date basis.

g)	 Venture Investments
Venture investments having quoted market values and which are publicly traded on a recognized stock exchange, and are not  
otherwise restricted, are recorded at values based on the quoted market prices as at August 31.

Venture investments in securities not having quoted market values or in restricted securities are recorded at estimated fair value.  
Fair value is determined on the basis of the expected realizable value of the venture investments if they were disposed of in an orderly 
fashion over a reasonable period of time. 

The process of valuing venture investments for which no published market exists may be estimated using valuation techniques based 
on assumptions that are not supported by observable market prices or rates. These assumptions are subject to inherent uncertainties 
and the resulting values may differ from values that would have been used had a ready market existed for the investments.   

The estimated fair value of securities based on assumptions that are not supported by observable market prices or rates as at August 31  
are $28,445 representing 91% of total net assets. The related change in fair value recognized in the total results of operations for the 
year ended August 31 was ($17,397).

h) 	O ther Assets and Liabilities
The fair value of other financial assets (loans and receivables) and financial liabilities approximate their carrying amounts. For the  
purpose of categorization in accordance with Section 3862, these other financial assets and liabilities are designated in the table below: 

Assets			   Liabilities

Held for trading	 $	 31,448	 Financial		
Loans and receivables		  830	 at amortized cost	 $	 976

Total Assets	 $	 32,278	 Total Liabilities	 $	 976

i)	 Income Recognition and Expense Allocation
Interest, dividend and other income are recorded on an accrual basis.

Common expenses incurred by the Fund are allocated among the series either on a pro-rata basis by Pricing Net Assets among all series  
or to each series based on the amount of such expenses calculated by the Manager to have been actually incurred or estimated to have  
been incurred in respect of the series.   

j)	 Use of Estimates
The preparation of financial statements requires management to make estimates and assumptions that affect the reported amounts of 
certain assets and liabilities at the date of the financial statements and the reported amounts of certain revenues and expenses during 
the year. Actual results could differ from these estimates.  

 

Notes to Financial Statements (continued)   Year ended August 31, 2009 and 2008
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Notes to Financial Statements (continued)   Year ended August 31, 2009 and 2008

(in thousands of dollars, except share and per share amounts) 

2.	 NET ASSETS

The net assets of the Fund represent the issued share capital, deficit and the unrealized appreciation/depreciation of investments.
The following is a description of the authorized and issued share capital:

a)	A uthorized
Unlimited number of Class A Shares issuable in series of which an unlimited number of Series A Shares, Series B Shares, Series C Shares,  
Series E Shares and Series F Shares are issuable from treasury having discretionary dividend entitlement, are entitled to receive notice 
of and attend all meetings of shareholders of the Fund, are entitled to vote at any such meeting, except for meetings at which only holders  
of a different class or series are entitled to vote separately as a class or series, and restrictions on transfer and redemption. (Redemptions  
were suspended on December 9, 2008). The holders of the Class A Shares are entitled to elect a minority of directors of the Fund.     

Class A Series A, B, C and F Shares ceased being issued in November, 2008. Class A Series E Shares (the original Class A Shares) 
ceased being issued in December 1999.

25,000 Class B Shares, issuable only to the Sponsor of the Fund, are not entitled to dividends, however, are entitled to receive notice of 
and attend all meetings of shareholders of the Fund, are entitled to vote at any such meeting, except for meetings at which only holders 
of a different class or series are entitled to vote separately as a class or series. The holders of the Class B Shares are entitled to elect a 
majority of directors of the Fund.

b)	 Issued and Outstanding     
		  September 1, 2008 to August 31, 2009	 September 1, 2007 to August 31, 2008
		  Number		A  mount	 Number	  	A mount
Class A Shares – Series E:		
Balance, beginning of year	 5,769,499	 $	 78,706	 10,524,910	 $	 126,850
Issued during the year	 –		  –	 –		  –
Redeemed during the year	 (482,901)		  (3,582)	 (4,755,411)		  (48,144)
Balance, end of year	 5,286,598	 $	 75,124	 5,769,499	 $	 78,706	

Class A Shares – Series A and B*:		
Balance, beginning of year	 985,898	 $	 11,415	 847,220	 $	 10,067
Issued during the year	 5,125		  37	 146,060		  1,420
Redeemed during the year	 (2,122)		  (15)	 (7,382)		  (72)
Balance, end of year	 988,901	 $	 11,437	 985,898	 $	 11,415	

Class A Shares – Series C*:	
Balance, beginning of year	 436,504	 $	 5,019	 364,563	 $	 4,325
Issued during the year	 323		  2	 72,461		  698
Redeemed during the year	 (383)		  (2)	 (520)		  (4)
Balance, end of year	 436,444	 $	 5,019	 436,504	 $	 5,019	

Class A Shares – Series F*:	
Balance, beginning of year	 10,218	 $	 119	 8,522	 $	 102
Issued during the year	 –		  –	 1,828		  18
Redeemed during the year	 –		  –	 (132)		  (1)
Balance, end of year	 10,218	 $	 119	 10,218	 $	 119	

Class B Shares:	
Balance, beginning of year	 1	 $	 1	 1	 $	 1
Issued during the year	 –		  –	 –		  –
Redeemed during the year	 –		  –	 –		  –
Balance, end of year	 1	 $	 1	 1	 $	 1	

*	 These series became available for sale in December 2006.
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Notes to Financial Statements (continued)   Year ended August 31, 2009 and 2008

(in thousands of dollars, except share and per share amounts) 

2.	 NET ASSETS (continued) 

c)	R edemption of Class A Shares

Effective December 9, 2008, the Board of Directors of the Fund halted redemptions and adopted an annual distribution policy. Investors 
will now receive funds through an annual distribution of the proceeds from the disposition of portfolio companies, rather than through 
weekly redemptions. Under the new distribution policy, the Independent Directors will make at least an annual determination subsequent  
to the end of each fiscal year of the surplus cash available to be distributed to shareholders.  

3. 	O PERATING AGREEMENTS

The Fund has entered into various agreements for the provision of management and administrative services.

Series E
Under the terms of the Management Agreement, the Manager is entitled to an annual fee of 2.0% of the Pricing Net Assets of the Fund 
less an amount equal to 17% of the aggregate amount of servicing commissions paid by the Fund, and the Manager has agreed that 
any fees earned and received from an investee business will be set off against the management fees otherwise payable from the Fund 
to the Manager.

Series A, B, C and F
Under the terms of the Management Agreement, the Manager is entitled to receive an annual fee of 2.0% per annum of the Pricing Net 
Assets, plus for marketing and related support services, an annual fee of 0.45% of the Pricing Net Assets of the Fund up to $200 million  
and 0.4% of Pricing Net Assets over $200 million, plus an additional amount for marketing, dealer support and ancillary services of 
1.15% of the greater of (i) the Pricing Net Assets or (ii) the net proceeds from the sale of Series A and B Shares, and 1.65% of the 
greater of (i) the Pricing Net Assets of the Series C Shares or (ii) the net proceeds from the sale of the Series C Shares; plus any early  
redemption fees received by the Fund, and the Manager has agreed that any fees earned and received from an investee business  
will be set off against the management fees otherwise payable from the Fund to the Manager.

All Series
The Manager is entitled to receive an incentive participation amount based on realized gains and cumulative performance of the Fund 
equal to 20% of the realized gains and income from venture investments once a series of conditions have been satisfied.

Under the terms of the Administration Agreement, the Administrator is entitled to an annual fee of 0.65% of the Pricing Net Assets of the 
Fund, plus an annual fee of 0.12% of the liquid portfolio up to $100 million and an annual fee of 0.10% of the liquid portfolio in excess of 
$100 million, all payable monthly.

The table below identifies the trailer fees for each series. The first 0.50% of trailer fees are paid by the Fund.

Series	 Trailer Fee

	 E	 0.50%	
	 A	 0.50%	
	 B	 1.25% for first 8 years; 0.50% thereafter	
	 C	 0.50% after 8 years	
	 F	 0.00%	
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Notes to Financial Statements (continued)   Year ended August 31, 2009 and 2008

(in thousands of dollars, except share and per share amounts) 

4.		 INCOME TAXES	

Under the Tax Act, income taxes payable on capital gains will be fully refundable on a formula basis when shares of the Fund are  
redeemed or capital gains dividends are paid or deemed to be paid by the Fund to its shareholders. A portion of any income taxes  
payable on interest income earned by the Fund would be refundable on the payment of dividends to the shareholders.

The Fund intends to recover all of its refundable income taxes annually through the deemed payment of a dividend by capitalizing the 
appropriate amount of its income as paid-up capital of the Class A Shares. If and to the extent the Fund increases the paid-up capital 
of the Class A Shares, the holder of the shares will be deemed to have received a dividend and the adjusted cost base of the holder’s 
shares will be increased by the amount of the deemed dividend.

As of February 28, 2009, the Fund’s tax year-end, the Fund has available non-capital losses carry forward for income tax purposes  
to reduce future years taxable income of $54,751 with a maximum expiry of 2029. The benefit, if any, of these losses has not been 
recognized in the financial statements.

5. 	 COMMITMENTS

The Fund has entered into operating leases for office facilities having minimum lease payments of $1,118 per annum including operating  
costs. The maximum term of these leases expire January 31, 2013.

6. 	 INDEPENDENT VALUATOR

Pursuant to the independent valuation requirements of National Instrument 81-106, as issued by the Canadian Securities Authorities 
and the Ontario Act. The Fund requires an independent review to assess whether or not the FV of the Fund’s Class A Shares, as  
determined by the Manager, is, in all material respects, reasonable. Qualified chartered business valuators within the Valuations  
Practice of KPMG LLP, the Fund’s independent auditor, have performed this review and have concluded that the fair value determined 
by the Manager is, in all material respects, reasonable.

7. 	 BORROWING FACILITY

During the period, the Fund borrowed from $0 to $472 from its borrowing facility.    

8. 	 Fair Value

The basis for determining fair values of investments is as described in note 1(f) and note 1(g). The fair values of other financial assets 
and liabilities being cash and cash equivalents, accrued interest receivable, accounts receivable and other assets, and accounts  
payable and accrued liabilities approximate their carrying values.   
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Notes to Financial Statements (continued)   Year ended August 31, 2009 and 2008

(in thousands of dollars, except share and per share amounts) 

9.  BID PRICE ADJUSTMENT

For investments that are traded in an active market where quoted prices are readily available, Section 3855 requires bid prices to be 
used in the fair valuation of investments, rather than the use of closing sale prices currently used for the purpose of determining the 
Pricing Net Assets. These changes account for the difference between Pricing Net Assets and Net Assets.

	 Pricing Net Assets and Net Assets per Class A Share

 	A ugust 31, 2009	A ugust 31, 2008	A ugust 31, 2007	A ugust 31, 2006	A ugust 31, 2005

	 Pricing	 Net	 Pricing	 Net	 Pricing	 Net	 Pricing	 Net	 Pricing	 Net 	
 	 Net Assets	A ssets	 Net Assets	A ssets	 Net Assets	A ssets	 Net Assets	A ssets	 Net Assets	A ssets

Series E*	 $	 4.72 	  $	 4.72 	  $	 8.18 	  $	 8.17 	  $	 11.97 	  $	 11.97 	 $	 11.60 	 $	 11.56 	 $	 11.25 	 $	 11.12
Series A & B**	 $	 4.44 	  $	 4.44 	  $	 7.90	  $	 7.89 	  $	 11.79 	  $	 11.79 		  n/a 		   n/a 	  	 n/a 		   n/a 
Series C**	 $	 4.42 	  $	 4.41 	  $	 7.89 	  $	 7.88 	  $	 11.78 	  $	 11.78 	  	 n/a	  	 n/a	  	  n/a	   	 n/a 
Series F**	 $	 4.72 	  $	 4.72 	  $	 8.17 	  $	 8.16 	  $	 11.95 	  $	 11.95 		  n/a 		  n/a 		  n/a 		  n/a 

*	 Deferred Sales Commission (DSC) only applies to Series E. No unamortized DSC remained as at March 2, 2009.
**	 Series A, B, C and F only became available for sale in December 2006.

10.  RISK MANAGEMENT

The Fund’s investment activities expose it to a variety of financial risks, including market risk (including currency risk, interest rate risk 
and other market risk), credit risk and liquidity risk. The Manager seeks to minimize the potential adverse effects of these risks on the 
Fund’s performance by employing professional, experienced personnel, by ongoing monitoring of investment positions and market 
events and by diversifying the investment portfolio within the constraints of the investment objective and restrictions. To assist in  
managing risk, the Manager also maintains a governance structure that oversees the Fund’s investment activities and monitors  
compliance with the Fund’s stated investment strategy as well as securities legislation and other regulatory requirements.

(a)	 Currency Risk

Currency risk is the risk that financial instruments that are denominated or exchanged in a currency other than the Canadian dollar, 
which is the Fund’s reporting currency, will fluctuate due to changes in exchange rates. The table below indicates the foreign currencies 
to which the Fund has significant exposure as at August 31, 2009 on both of its trading monetary, non-monetary assets and liabilities. 
An example of a non-monetary asset would be interest receivable.

Foreign	 Monetary	 Non-Monetary		  % of	
Currency	 Instruments	 Instruments	 Total	 Net Assets

USD	 $	 14,601	 $	 6	 $	 14,607	 47%

Total	 $	 14,601	 $	 6	 $	 14,607	 47%

As at August 31, 2009, had the Canadian dollar strengthened or weakened by 5% in relation to all currencies, with all other variables 
being constant, net assets would have changed by approximately $730. In practice, the actual results may differ from this sensitivity 
analysis and the difference could be material.    



The VenGrowth Investment Fund Inc. ~ 21

(in thousands of dollars, except share and per share amounts) 

10.  RISK MANAGEMENT (continued)

(b)	 Interest Rate Risk

Interest rate risk generally arises on interest-bearing marketable securities such as bonds and debentures. The Fund is exposed to the 
risk that the value of interest-bearing financial instruments will fluctuate due to changes in the prevailing levels of market interest rates. 
The table below summarizes the Fund’s exposure on its venture debts and marketable securities to interest rate risk categorized by the 
earlier of contractual re-pricing or maturity dates. 

	 Less than 1 year	 Total

Venture Debts	 4,224	 4,224	
Marketable Securities	 –	 –	

The values of the Fund’s investments in venture debts are not impacted by cyclical movements in interest rates. As at August 31, 2009 
the Fund held no marketable securities.  

(c)	O ther Market Risk

Other market risk is the risk that the value of financial instruments will fluctuate as a result of changes in market prices (other than those 
arising from interest rate or currency risk), whether caused by factors specific to an individual investment, its issuer or all factors affecting  
all instruments traded in a market or market segment. The Fund mainly invests in private companies, which may result in greater industry  
concentration and a limited number of companies. These companies may also be impacted directly or indirectly by changes in other 
market risks.

All securities present a risk of loss of capital. The Manager moderates this risk through careful selection of investments within the  
parameters of the investment strategy and restrictions. The maximum risk resulting from financial instruments is equivalent to their fair 
value. The Fund’s statement of investments groups securities by asset type. 

For the Fund, the most significant exposure to other price risk arises from its investment in equity securities. As at August 31, 2009, 
had the value of these securities changed by 5%, with all other variables held constant, equity securities (and net assets) would have 
changed by approximately $1,343 (approximately 4.3% of net assets). In practice, the actual results may differ and the difference could 
be material.

(d)	 Credit Risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that it has entered 
into with the Fund. The Fund minimizes its credit risk on non-marketable securities by monitoring the counterparty creditworthiness and 
analyzes credit concentration based on the counterparty and industry of the financial assets that the Fund holds. As at August 31, 2009 
no individual counterparty exceeded 9.9% of the net assets of the Fund.      

The Fund has an established investment policy to minimize credit risk on its marketable securities which includes minimum investment 
grade requirements and limits on industry and company concentrations. All transactions in marketable 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.  

(e)	 Liquidity Risk

The Fund is no longer exposed to weekly redemptions. Effective December 9, 2008, the Board of Directors of the Fund halted  
redemptions and adopted a periodic distribution policy under which the Fund will distribute available proceeds to shareholders from the 
disposition of portfolio companies.   

Notes to Financial Statements (continued)   Year ended August 31, 2009 and 2008
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