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Asset Classi�cation  Percentage of Portfolio 
 

 First Lien Loans  49% 

 Convertible Loans 17% 

 Net Gold Bullion  31% 

 Equity  2% 

 Royalties1  1% 

Asset Class by Fair Value 

1%

49%
31%

2%

17%

I-80 Gold
Convertible Loan 24.9%

Elemental Royalties
First Lien Loan and Equity 24.1%

Trident Royalties
First Lien Loan and Equity 24.1%

EMX Royalty
First Lien Loan and Equity 18.9%

Ascot Resources
First Lien Loan, Royalty and Equity 7.0%

Geopaci�c Resources
Equity                                  1.0%
   
   

24.9% 24.1% 24.1% 18.9% 7.0% 1.0%

Portfolio Companies

“We believe the time is right for our Fund, which offers investors 
access to income-producing real assets with low correlation to other 

asset classes to help preserve value and offset market risks.”

All data as of Dec. 31, 2021. Net gold bullion reflects gold bullion less short gold futures in ounces multiplied by current gold price.
1 Includes royalties, streams and production participation agreements (PPAs).



To Our Members 

It is our pleasure to share with you our first annual report on 

your investment in CNL Sprott Strategic Asset Fund. 

Established in 2021, our newest alternative investment 

offers a unique opportunity for private investment in 

durable, income-generating real assets, including precious 

metals and other natural resources. Such investments were 

previously only available to institutional investors, often with 

a minimum investment of $10 million. 

Market and economic conditions, driven by response to the 

COVID-19 pandemic, have left investors seeking new ways 

to diversify their portfolios while also providing income and 

a store of value. It is our belief that balanced portfolios of 

stocks and bonds may no longer provide effective portfolio 

diversification and resiliency.

We believe the time is right for our Fund, which offers 

investors access to income-producing real assets with low 

correlation to other asset classes to help preserve value and 

offset market risks. With our partner Sprott Inc., we seek to 

invest predominately in first lien secured loans to publicly 

traded small and mid-cap companies underserved by banks 

and other capital sources in the natural resource industry. 

Together with Sprott, we designed this investment strategy 

to potentially provide durable income and upside interests 

to help investors construct a resilient portfolio.

Our Investment Partner and Our 
Commitment
This unique investment opportunity is a partnership with 

Sprott Inc. Sprott is a global leader in precious metals and 

real assets investments and is publicly listed on both the 

New York Stock Exchange (NYSE: SII) and the Toronto Stock 

Exchange (TSX: SII). Sprott is headquartered in Toronto with 

more than $20 billion in assets under management as of 

Dec. 31, 2021. Its subsidiary, Sprott Resource Lending 

Partnership (SRLP), is an active private lender focused on the 

mining sector and serves as the sub-manager of CNL Sprott 

Strategic Asset Fund. SRLP’s investments are generally 

customized first lien secured loans to publicly traded mining 

companies in the late stage of development or production, 

mostly in developed jurisdictions like North America, Europe 

and Australia. As of Dec. 31, 2021, SRLP has originated in 

excess of $2.7 billion in over 82 investments since 2010. 

These loans, 95% of which historically have had a loan-to-

value ratio of 40% or less, are typically originated by Sprott 

to highly collateralized and qualified borrowers. 

To align with the interests of investors, CNL and Sprott 

made a combined $10 million capital contribution to launch 

the Fund. 

Our Investment Strategy 
Our goal is to build and grow a Sprott-originated portfolio 

that generates attractive risk-adjusted returns with carefully 

selected investments and active management of our 

portfolio. Similar to the loans originated by SRLP, we intend 

for future portfolio investments to typically be highly 

collateralized first lien positions that include a priority claim 

on real assets and cash flows, and often include a corporate 

guarantee from the borrower. 

We believe that an investment in strategic, natural resource 

assets – including gold and other in-demand strategic 

metals – may benefit a portfolio for several reasons. First, 

private loans underwritten with real assets as collateral have 

a low correlation to stocks and bonds. These assets are also 

consistently in demand for commercial uses across the 

globe. Additionally, the equity, royalty and gold bullion 

investments may also serve as a hedge against inflation and 
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monetary devaluation, and act as a store of value during 

periods of economic crisis or financial volatility. Finally, there 

is the potential for upside interests in the form of equity, 

warrants, conversion rights and royalties.

Among investments in natural resources, we believe an 

allocation to gold – both to mining operations and in bullion 

– is worthy of consideration. While gold and other precious 

metals are not immune to price volatility, gold values have 

risen significantly since 2000, versus a 35% decline in the 

U.S. dollar’s purchasing power, as reported by the Federal 

Reserve Bank of St. Louis. And historically, gold has 

performed well during periods of economic crisis. 

According to the World Gold Council, since the early 1970s 

gold production has tripled each year and the amount of 

gold bought annually has quadrupled. Driven by wealth 

creation and income growth in some of the world’s most 

dynamic and rapidly growing economies, most extracted 

gold is fabricated into jewelry and used in commercial 

applications like electronics. Central bank demand is also a 

significant driver of gold pricing over the long term. And, 

with an historically low correlation to other asset classes, we 

believe an investment in gold may provide necessary 

portfolio diversification. 

Our Portfolio 
We launched the offering in mid-2021 with two 

investments. As of Dec. 31, 2021, excluding cash, our 

portfolio was comprised primarily of first-lien loans (49%), 

net gold bullion (31%) and convertible loans (17%) in six 

publicly traded companies, mostly domiciled in North 

America. At year end, the Fund’s total assets were $14.3 

million. For detailed information on the Fund, our 

investments and performance, please refer to our audited 

financials in the accompanying annual report. Below is a 

high-level summary of our portfolio companies, each 

publicly listed with detailed and transparent financial 

reporting in the natural resource space.

 

Ascot Resources

$291,561 investment: first lien loan, royalty and equity

Ascot is a Canadian mineral development company focused 

on restarting the historic Premier gold mine in British 

Columbia. The company intends to produce gold and silver 

ore and is traded on the Toronto Stock Exchange  

(TSX: AOT).

Elemental Royalties

$1,008,321 investment: first lien loan and equity

Elemental is a diversified royalty company that owns nine 

royalties with exposure to mines in Australia, Africa and the 

Americas. Elemental is based in Canada and trades on the 

Toronto Stock Exchange (TSX: ELE).

EMX Royalty Corp.

$800,526 investment: first lien loan and equity

EMX is a precious, base and battery metals royalty company 

with royalty mine ownership in North America, South 

America, Europe, Asia and Australia. EMX trades on both 

the New York Stock Exchange (NYSE: EMX) and the Toronto 

Stock Exchange (TSX: EMX).
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Geopacific Resources Ltd.

$77,647 investment: equity 

Geopacific is a junior gold developer focused on developing 

and constructing the 100%-owned Woodlark Gold Project 

in Papua New Guinea. It is a publicly traded company on 

the Australian Stock Exchange (ASX: GPR).

I-80 Gold Corp.

$1,004,667 investment: unsecured convertible loan

I-80 is a mining company working on the Granite Creek, 

Ruby Hill, Buffalo Mountain and McCoy-Cove properties in 

Nevada. I-80 trades on the Toronto Stock Exchange  

(TSX: IAU).

Trident Royalties, Plc

$1,012,554 investment: first lien loan and equity 

Trident is a growth-focused diversified mining royalty and 

streaming company with exposure to a mix of base and 

precious metals, bulk materials excluding thermal coal, and 

battery metals. The company is publicly traded on the 

London Stock Exchange (LSE: TRR).

Net Asset Valuation
On a monthly basis and consistent with the Fund’s valuation 

policy, we disclose the net asset value (NAV) — a calculation 

of the estimated fair value of the Fund’s assets minus its 

outstanding liabilities. The NAV determines the current price 

per unit for additional investments and for our unit 

repurchase program. However, the NAV may not accurately 

reflect the actual price at which our assets could  

be liquidated. 

Distributions 
Distributions to members are also declared and paid 

monthly. We recorded our first distributions on June 29, 

2021, and for the year ended Dec. 31, 2021, our 

annualized distribution rate was 5% on the initial offering 

price of $25 per unit, before any class-specific expenses. For 

additional details on the sources of our distributions other 

than income, including distributions paid from reimbursable 

expense support, please see Note 7 in the accompanying 

audited financials.

Looking Ahead
We created CNL Sprott Strategic Asset Fund to offer 

diversification and defense to investment portfolios. CNL’s 

decades-long history of innovative products that have 

democratized investment, coupled with Sprott’s expertise in 

the natural resource sector, will provide the Fund with 

ongoing access to investment opportunities alongside 

Sprott’s institutional investors. We expect to focus on 

investments sourced by our sub-manager through its 

long-standing relationships with companies in the natural 

resource sector. We believe this investment flow will be a 

key competitive advantage of the Fund. Combined with our 

customary thorough due diligence process and investment 

analysis, we believe CNL Sprott Strategic Asset Fund will 

generate durable income and perform well in a volatile 

economic environment while offering upside potential. And 

this helps build resilience for our investors. 

Thank you for allowing us to be the stewards of your 

investment in CNL Sprott Strategic Asset Fund.

James M. Seneff, Jr.

Executive Chairman

Andrew A. Hyltin 

CEO and President 
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Independent Auditors’ Report 

The Partners 
CNL Sprott Strategic Asset Fund, LLC: 

Opinion 

We have audited the consolidated financial statements of CNL Sprott Strategic Asset Fund, LLC (the 
Company), which comprise the consolidated statement of assets and liabilities, including the 
consolidated schedule of investments as of December 31, 2021, and the related consolidated statements of 
operations, changes in net assets, and cash flows for the period February 17, 2021 (Commencement of 
Operations) to December 31, 2021, and the related notes to the consolidated financial statements. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the 
financial position of the CNL Sprott Strategic Asset Fund, LLC as of December 31, 2021, and the results of its 
operations, changes in net assets, and its cash flows for the period February 17, 2021 (Commencement of 
Operations) to December 31, 2021 in accordance with U.S. generally accepted accounting principles. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are required to 
be independent of the Company and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 
accordance with U.S. generally accepted accounting principles, and for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s ability to 
continue as a going concern for one year after the date that the consolidated financial statements are issued. 

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material 
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher 
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. Misstatements are considered material if there is a 
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the consolidated financial statements. 



In performing an audit in accordance with GAAS, we: 

● Exercise professional judgment and maintain professional skepticism throughout the audit.

● Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements.

● Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. Accordingly, no such opinion is expressed.

● Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

● Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Company’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control related matters that 
we identified during the audit. 

Miami, Florida 
March 25, 2022 



December 31, 
2021

Assets
Non-controlled, non-affiliated investments at fair value (amortized cost of $8,370,026) $ 8,413,673 
Cash 5,247,063 
Due from related parties, net 574,296 
Interest receivable 38,989 
Prepaid expenses and other assets 4,557 

Total assets 14,278,578 
Liabilities
Accounts payable and other accrued expenses 156,709 
Payable for commodity futures contracts 18,720 

Total liabilities 175,429 
Members' Equity (Net Assets)
Common units, 1,000,000 units authorized:

Class A, $0.001 par value, 1,000 units issued and outstanding 1 
Class T, $0.001 par value, 1,000 units issued and outstanding 1 
Class D, $0.001 par value, 1,000 units issued and outstanding 1 
Class I, $0.001 par value, 560,648 units issued and outstanding 561 
Class S, $0.001 par value, 1,000 units issued and outstanding 1 

Capital in excess of par value 14,097,935 
Distributable earnings 4,649 

Total Members' Equity $ 14,103,149 

Net assets, Class A common units $ 24,977 
Net assets, Class T common units 24,977 
Net assets, Class D common units 24,977 
Net assets, Class I common units 14,003,241 
Net assets, Class S common units 24,977 

Total Members' Equity $ 14,103,149 

CNL SPROTT STRATEGIC ASSET FUND, LLC
CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES

See notes to consolidated financial statements.
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February 17, 2021 
(Commencement of 

Operations)
 to December 31, 2021

Investment income
Interest income $ 307,417 
Paid-in-kind interest income  73,423 

Total investment income  380,840 
Operating expenses
Professional services  285,728 
Administrative fees  200,000 
Base management fees  70,070 
Organization and offering expenses  61,478 
Custodian and accounting fees  44,962 
General and administrative expenses  42,399 
Other  2,197 

Total operating expenses  706,834 
Expense support  (668,903) 

Net operating expenses  37,931 
Net investment income  342,909 
Net realized and unrealized gains (losses)
Net realized losses on:

Non-controlled, non-affiliated investments  (119) 
Foreign currency  (11) 

Net realized losses  (130) 
Net change in unrealized gains (losses) on:

Non-controlled, non-affiliated investments  43,649 
Commodity future contracts  (38,870) 

Net change in unrealized gains (losses)  4,779 
Net realized and unrealized gains  4,649 

Net increase in net assets resulting from operations $ 347,558 

Per common unit information:
Net investment income $ 0.76 
Net increase in net assets resulting from operations $ 0.78 
Weighted average number of common units outstanding  448,444 

CNL SPROTT STRATEGIC ASSET FUND, LLC
CONSOLIDATED STATEMENT OF OPERATIONS

See notes to consolidated financial statements.
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Common Units

Number of Units Par Value
Capital in Excess 

of Par
Distributable 

Earnings Total Net Assets
Balance as of February 17, 2021 (Commencement of Operations)  400,000 $ 400 $ 9,999,600 $ — $ 10,000,000 
Net investment income  —  —  —  342,909  342,909 
Net realized and unrealized gains  —  —  —  4,649  4,649 
Distributions to shareholders  —  —  —  (342,909)  (342,909) 
Issuance of common units through the Private Placement  164,648  165  4,098,335  —  4,098,500 
Balance as of December 31, 2021  564,648 $ 565 $ 14,097,935 $ 4,649 $ 14,103,149 

CNL SPROTT STRATEGIC ASSET FUND, LLC
CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS

See notes to consolidated financial statements.

7



February 17, 2021 
(Commencement of 

Operations)
 to December 31, 2021

Operating Activities:
Net increase in net assets resulting from operations $ 347,558 
Adjustments to reconcile net increase in net assets resulting from operations to net cash used in operating 
activities:

Purchase of investments  (10,386,675) 
Paid-in-kind interest  (73,423) 
Proceeds from sales and repayments of investments  2,221,479 
Net realized loss on investments and foreign currency  130 
Net change in unrealized loss on investments  (43,649) 
Accretion of discount  (139,694) 
Increase in receivables from related parties  (574,296) 
Increase in interest receivable  (30,830) 
Increase in prepaid expenses and other assets  (4,487) 
Increase in payable for commodity futures contracts  18,720 
Increase in accounts payable and other accrued expenses  156,709 
Net cash used in operating activities  (8,508,458) 

Financing Activities:
Proceeds from issuance of common units  4,098,500 
Distributions paid  (342,909) 
Net cash provided by financing activities  3,755,591 

Net decrease in cash  (4,752,867) 
Cash, beginning of period  9,999,930 
Cash, end of period $ 5,247,063 

Supplemental disclosure of cash flow information:
Amounts incurred by not paid (including amounts due to related parties):

Organization and offering expenses $ 10,125 

CNL SPROTT STRATEGIC ASSET FUND, LLC
CONSOLIDATED STATEMENT OF CASH FLOWS

See notes to consolidated financial statements.
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Portfolio Company Footnotes Industry Interest Rate
LIBOR 
Floor Maturity Date Quantity(1) Cost(2) Fair Value

First Lien Loans–21.1%
Ascot Resources (9) Metals & Mining L + 700 PIK 1.50% 12/31/2025 $ 273,666  par $ 211,756 $ 211,756 
Elemental Royalties (9) Diversified Financial Services L + 900 1.00% 1/31/2023  1,000,000  par  984,176  984,176 
EMX Royalty (9) Diversified Financial Services 7.00% 7/31/2022  800,000  par  778,071  778,071 
Trident Royalties (8) Diversified Financial Services 10.00% 8/3/2022  1,000,000  par  999,437  1,000,000 
Total First Lien Loans  2,973,440  2,974,003 

Convertible Loans–7.4%
I-80 Gold (9) Metals & Mining 8.00% PIK 12/9/2025  1,004,667  par  1,004,667  1,045,355 
Total Convertible Loans  1,004,667  1,045,355 

Royalties, Streams & PPAs–0.5%
Ascot Resources (9)(11) Metals & Mining  62,305  64,599 
Total Royalties, Streams & PPAs  62,305  64,599 

Equities–0.8% Equity Type
Expiration 

Date
Ascot Resources (6)(9)(11) Metals & Mining Common Stock  21,422  sh  17,500  19,617 
Elemental Royalties (6)(9)(11) Diversified Financial Services Common Stock  21,030  sh  24,145  27,159 
EMX Royalty (9)(11) Diversified Financial Services Common Stock  8,194  sh  22,455  18,600 
Geopacific Resources (5)(8)(11) Metals & Mining Equity Options 9/24/2026  58,268  sh  4,869  1,607 
Geopacific Resources (5)(8)(11) Metals & Mining Common Stock  252,582  sh  72,778  38,509 
Trident Royalties (7)(10)(11) Diversified Financial Services Equity Options 8/3/2023  350,000  sh  13,117  11,319 
Total Equities  154,864  116,811 

Commodities(3)–29.9%
Gold Bullion (11)  2,315  oz  4,174,750  4,212,905 
Total Commodities  4,174,750  4,212,905 
Total Investments $ 8,370,026 $ 8,413,673 
Other Assets in Excess of Liabilities–40.3%  5,689,476 
Net Assets–100.0% $ 14,103,149 

CNL SPROTT STRATEGIC ASSET FUND, LLC
CONSOLIDATED SCHEDULE OF INVESTMENTS

AS OF DECEMBER 31, 2021

See notes to consolidated financial statements.
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Contract
Expiration 

Date Notional Value
Number of 
Contracts Quantity Cost(2) Fair Value

Commodity Futures Contracts(4)(11)

COMEX Gold Futures, short 4/27/2022 $ 2,380,300 13  1,300 oz $ — $ (38,870) 
Total Commodity Futures Contracts $ — $ (38,870) 

FOOTNOTES:

(1) Denominated in U.S. Dollars (USD) unless otherwise noted. 
(2) Represents amortized cost for debt securities and actual cost for other investments; translated into USD.
(3) Commodities are shown in fine ounces. Fine ounces are gross troy ounces multiplied by the percentage purity.
(4) Commodity Futures Contracts are shown in contracts and ounces covered by those contracts. Gold futures generally trade in 100 ounce contracts. 
(5) Denominated in Australian Dollars (AUD), $0.7260 USD per AUD as of December 31, 2021
(6) Denominated in Canadian Dollars (CAD), $0.7827 USD per CAD as of December 31, 2021
(7) Denominated in Pound Sterling (GBP), $1.3500 USD per GBP as of December 31, 2021
(8) Domiciled in Australia
(9) Domiciled in Canada
(10) Domiciled in United Kingdom
(11) Security is non-income producing.

Abbreviations:

L – LIBOR or London Inter-bank Offered Rate, typically 3 months
Oz – Ounces
Par – Principal amount or face value
PIK – Paid-in-kind
PPA – Production payment agreement
Sh – Shares

CNL SPROTT STRATEGIC ASSET FUND, LLC
CONSOLIDATED SCHEDULE OF INVESTMENTS

AS OF DECEMBER 31, 2021

See notes to consolidated financial statements.
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1. Principal Business and Organization
CNL Sprott Strategic Asset Fund, LLC (the “Company”) was formed as a Delaware limited liability company on November 30, 2020. 
The Company intends to operate in a manner that will permit it to avoid registration under the Investment Company Act. 

The Company's primary investment objectives are to provide members with current income, capital preservation and long-term capital 
appreciation. The Company seeks to achieve its investment objectives by primarily investing in a portfolio of income generating 
strategic assets. The Company considers strategic assets to be investments that include characteristics that (i) are real assets; (ii) act as 
a store of value; (iii) can provide protection against inflation or rising interest rates; (iv) provide stability during times of economic 
shock, volatility, or uncertainty; and (v) have “in-demand” commercial applications. Further, the Company’s business strategy is to 
invest primarily in (i) loans that may be secured by, among other collateral, mineral rights, mining claims, leasehold interests, or other 
interests in real estate made to entities principally engaged in the natural resources and precious, base and rare earth metals extraction 
industry, (ii) the equity and/or debt securities of public and private entities principally engaged in the exploration, mining, fabrication, 
processing, and distribution of precious metals (gold, silver, and platinum, and strategic base metals), copper, lead, nickel, zinc and 
rare earth metals, (iii) interests in the projects associated with the exploration, mining, fabrication, processing, and distribution of gold 
or other precious metals, including leases, production payment agreements (“PPA”), streams, royalties and other financial instruments, 
(iv) direct gold bullion exposure, and (v) certain derivatives such as options, futures, and forward contracts on gold and other precious 
metals.

The Company is externally managed by CNL Strategic Asset Management, LLC (the “Manager”), an affiliate of CNL Financial 
Group, LLC, pursuant to an investment management agreement (the “Investment Management Agreement”). The Manager is 
registered as an investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the “Advisors Act”). The Manager 
has engaged Sprott Resource Lending Partnership (the “Sub-Manager”, and together with CNL, the “Managers”), an affiliate of 
Sprott, Inc., to provide certain investment management services to the Manager pursuant to an investment sub-manager agreement (the 
“Investment Sub-Manager Agreement”). The Sub-Manager is a relying adviser of Resource Capital Investment Corporation, an 
investment adviser registered under the Advisors Act. 

The Manager is responsible for managing the day-to-day affairs of the Company, including investigating, analyzing, structuring and 
negotiating potential investments, monitoring the performance of the Company’s assets, overseeing valuations and making 
determinations as to disposition and other opportunities in respect to the Company’s assets. The Sub-Manager’s responsibilities 
include making recommendations to the Manager regarding the management of certain of the Company’s investments. See Note 6. 
“Related Party Transactions” for additional information related to the Managers. 

In December 2020, the Company issued a total of 400,000 limited liability company membership interests (the “Units”) to affiliates of 
the Manager and Sub-Manager in exchange for total consideration of $10 million. The Company commenced investment operations 
on February 17, 2021.

On May 1, 2021, the Company began offering its Units in a private placement of securities pursuant to a confidential private 
placement memorandum (this “Private Placement”). Through the Private Placement, the Company is offering up to $250 million in 
Units. The Units shall be offered in any combination of Class A Units, Class T Units, Class D Units, Class S Units, and Class I Units 
to “accredited investors” as that term is defined under the Securities Act of 1933, as amended (the “Securities Act”) and Regulation D 
promulgated thereunder. The Company intends to continue the Private Placement offering until the earlier of (i) the date that $250 
million in Units have been sold and (ii) two years from the start of the Private Placement; provided, however, that the Company, in its 
sole discretion, may extend the Private Placement. See Note 8, “Capital Transactions” for additional information related to the Private 
Placement. 

2. Significant Accounting Policies

Basis of Presentation

The Company’s financial statements are prepared in accordance with accounting principles generally accepted in the United States of 
America (“GAAP”) as contained in the Financial Accounting Standards Board Accounting Standards Codification (the “Codification” 
or “ASC”), which requires the use of estimates, assumptions and the exercise of subjective judgment as to future uncertainties. In the 
opinion of management, the consolidated financial statements reflect all adjustments that are of a normal recurring nature and 
necessary for the fair presentation of financial results as of and for the periods presented. 
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2. Significant Accounting Policies (continued)

Although the Company is organized and intends to conduct its business in a manner so that it is not required to register as an 
investment Company under the Investment Company Act, its financial statements are prepared using the specialized accounting 
principles of ASC Topic 946, “Financial Services—Investment Companies” (“ASC Topic 946”) to utilize investment company 
accounting. The Company obtains funds through the issuance of Units to multiple unrelated investors, and provides such investors 
with investment management services. Overall, the Company believes that the use of investment fund accounting on a fair value basis 
is consistent with the management of its assets on a fair value basis, and makes the Company’s financial statements more useful to 
investors and other financial statement users.

Principles of Consolidation

Under ASC Topic 946 the Company is precluded from consolidating any entity other than an investment fund or an operating fund 
which provides substantially all of its services to benefit the Company. Furthermore, the Fund is precluded from consolidating entities 
that are not investment companies when it is required to measure those entities at fair value in accordance with ASC Topic 946. 
Accordingly, the Company has consolidated the results of its wholly owned subsidiaries which meet the criteria defined by ASC Topic 
946. The Company has not consolidated the results of the portfolio companies in which the Company holds investments. All 
intercompany account balances and transactions have been eliminated in consolidation.

Cash

Cash consists of demand deposits at financial institutions and margin deposits held by commodity brokers. Demand and margin 
deposits are carried at cost plus accrued interest, which approximates fair value. The Company deposits its cash with highly-rated 
banking corporations and brokers. Cash deposits may exceed the insured limits under applicable law.

Use of Estimates

Management makes estimates and assumptions related to the reporting of assets and liabilities and the disclosure of contingent assets 
and liabilities to prepare the financial statements in conformity with generally accepted accounting principles. The uncertainty of 
future events, including the impact of the COVID-19 pandemic, may materially impact the accuracy of the estimates and assumptions 
used in the financial statements and related notes and actual results could differ from those estimates.

Valuation of Investments

ASC Topic 820, “Fair Value Measurements and Disclosures” (“ASC Topic 820”) clarifies that the fair value is the price in an orderly 
transaction between market participants to sell an asset or transfer a liability in the market in which the reporting entity would transact 
for the asset or liability, that is, the principal or most advantageous market for the asset or liability. The transaction to sell the asset or 
transfer the liability is a hypothetical transaction at the measurement date, considered from the perspective of a market participant that 
holds the asset or owes the liability. ASC Topic 820 provides a consistent definition of fair value which focuses on exit price and 
prioritizes, within a measurement of fair value, the use of market-based inputs over entity-specific inputs.

In addition, ASC Topic 820 provides a framework for measuring fair value and establishes a three-level hierarchy for fair value 
measurements based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date. The three 
levels of valuation hierarchy established by ASC Topic 820 are defined as follows:

Level 1 – Quoted prices (unadjusted) for identical assets or liabilities in active markets. An active market is defined as a market 
in which transactions for the asset or liability occur with sufficient pricing information on an ongoing basis. Publicly listed 
equity and debt securities and listed derivatives that are traded on major securities exchanges and publicly traded equity options 
are generally valued using Level 1 inputs. If a price for an asset cannot be determined based upon this established process, it 
shall then be valued as a Level 2 or Level 3 asset.

Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or 
indirectly. Level 2 inputs include the following: (i) quoted prices for similar assets in active markets; (ii) quoted prices for 
identical or similar assets in markets that are not active; (iii) inputs that are derived principally from or corroborated by 
observable market data by correlation or other means; and (iv) inputs other than quoted prices that are observable for the assets. 
Fixed income and derivative assets, where there is an observable secondary trading market and through which pricing inputs are 
available through pricing services or broker quotes, are generally valued using Level 2 inputs. If a price for an asset cannot be 
determined based upon this established process, it shall then be valued as a Level 3 asset.
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2. Significant Accounting Policies (continued)

Level 3 – Unobservable inputs for the asset or liability being valued. Unobservable inputs will be used to measure fair value to 
the extent that observable inputs are not available and such inputs will be based on the best information available in the 
circumstances, which under certain circumstances might include the Manager’s or the Sub-Manager’s own data. Level 3 inputs 
may include, but are not limited to, capitalization and discount rates and earnings before interest, taxes, depreciation and 
amortization (“EBITDA”) multiples. The information may also include pricing information or broker quotes which include a 
disclaimer that the broker would not be held to such a price in an actual transaction. Certain assets may be valued based upon 
estimated value of underlying collateral and include adjustments deemed necessary for estimates of costs to obtain control and 
liquidate available collateral. The non-binding nature of consensus pricing and/or quotes accompanied by disclaimer would 
result in classification as Level 3 information, assuming no additional corroborating evidence. Debt and equity investments in 
private companies or assets valued using the market or income approach are generally valued using Level 3 inputs.

In all cases, the level in the fair value hierarchy within which the fair value measurement in its entirety falls will be determined based 
on the lowest level of input that is significant to the fair value measurement. The Company’s assessment of the significance of a 
particular input to the fair value measurement in its entirety requires judgment and considers factors specific to each asset.

The Manager, with the assistance of the Sub-Manager and one or more third-party independent valuation agents (“Valuation Firm”), is 
responsible for determining in good faith the fair value of the Company’s assets for which market quotations are not readily available. 
The Company expects to retain one or more independent valuation agents to work with its Manager and officers to provide additional 
inputs for consideration with respect to the determination of fair value of the Company’s assets. The Manager has also determined to 
further categorize the Company’s Level 3 assets. Level 3 assets with a fair market value of less than $200,000 are classified as a 
“Group A Level 3 Asset.” Level 3 assets with a fair market value of at least $200,000 up to $1,000,000 are classified as a “Group B 
Level 3 Asset.” Level 3 assets with a fair market value greater than $1,000,000 are classified as a “Group C Level 3 Asset.” In the 
event the Company’s portfolio is comprised of Group A Level 3 Assets greater than 10% of total fair value, then the largest assets (by 
position size) will be categorized as a Group B Level 3 Assets until the fair value of Group A Level 3 Assets comprise less than 10% 
of the total fair value of the Company’s portfolio. The reclassification to a Group B Level 3 Asset may only be recognized once the 
Group A Level 3 Asset has been valued with the material assistance of a Valuation Firm but in no case shall the Manager have less 
than a month to obtain such assistance from a Valuation Firm.

With respect to any particular Group A Level 3 Asset, a Valuation Firm will be materially involved in the Manager’s determination of 
fair value at least once every 3rd year. If an asset that would be a Group A Level 3 Asset is valued quarterly with the assistance of a 
Valuation Firm, it will not count as a Group A Level 3 Asset and be otherwise categorized. With respect to any particular Group B 
Level 3 Asset, a Valuation Firm will be materially involved in the Manager’s determination of fair value no less than annually and in 
the event of the occurrence of a Trigger Event with respect to such asset. With respect to any particular Group C Level 3 Asset, a 
Valuation Firm will be materially involved in the Manager’s determination of fair value no less than quarterly starting no later than the 
end of the first full quarter of ownership and in the event of the occurrence of a Trigger Event with respect to such asset.

The Manager and Sub-Manager will monitor Level 3 investments for unobservable inputs, and if it is determined, in good faith by the 
Manager or Sub-Manager, that the impact of any such unobservable inputs of which it is aware which would reasonably be expected 
to materially impact the fair value of an asset (a “Trigger Event”), then the Manager, with the Sub-Manager’s support, will promptly 
update the fair value with the assistance or confirmation for reasonableness by a Valuation Firm, if appropriate. Updated Level 3 
values or valuation ranges after a Trigger Event may or may not impact the value determination of a Level 3 asset.

The Manager and Sub-Manager will monitor the Company’s Level 3 assets for changes in unobservable inputs and the Sub-Manager 
will timely provide all relevant known unobservable inputs to the Manager. The Manager may make adjustments to valuations if the 
Manager determines that the impact of any unobservable inputs would reasonably be expected to materially impact the fair value of an 
asset or may adjust values or valuation ranges with the independent valuation firm. The Manager may deem certain factors to be an 
unobservable input, including if (i) there is a more recent transaction involving the specific asset, (ii) the Managers or officers are 
aware of more recent information regarding an asset, (iii) there exists a trading halt, closed market or an extraordinary market event or 
(iv) a significant event which may relate to a specific borrower, industry downturn, significant market shift, material downturn in 
relevant commodity prices, country risk change, political or geographical action or natural disaster. 

CNL SPROTT STRATEGIC ASSET FUND, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

13



2. Significant Accounting Policies (continued)

Commodity Futures Contracts

The Company utilizes derivative instruments to hedge against market changes in its commodity investments. A commodity futures 
contract is an agreement between counterparties to purchase or sell a specified underlying commodity for a specified price, or to pay 
or receive a cash amount based on the value of an index or other reference instrument, at a future date. Initial margin deposits required 
upon entering into futures contracts are satisfied by the segregation of specific securities or cash as collateral with the Company’s 
commodity broker. During the period that the commodity futures contracts are open, changes in the value of the contracts are 
recognized as unrealized gains or losses by recalculating the value of the contracts on a monthly basis. Subsequent or variation margin 
payments are received or made depending upon whether unrealized gains or losses are incurred. These amounts are reflected as a 
receivable or payable in the consolidated statement of assets and liabilities. When the contracts are closed or expire, the Company 
recognizes a realized gain or loss equal to the difference between the proceeds from, or cost of, the closing transaction and the 
Company’s basis in the contract. Realized gains (losses) and changes in unrealized gains (losses) on open positions are determined on 
a first in, first out (“FIFO”) basis and recognized in the consolidated statements of operations in the period in which the contract is 
closed or the changes occur, respectively.

Net Realized Gains (Losses) and Net Change in Unrealized Gains (Losses)

Net realized gains (losses) on investments – Gains or losses on the sale of investments are calculated using the specific identification 
method. The Company measures realized gains or losses as the difference between the net proceeds from the sale, repayment, or 
disposal of an asset and the adjusted cost basis of the asset, without regard to unrealized appreciation or depreciation previously 
recognized. 

Net realized gains (losses) on foreign currency – reflects the gain or loss realized on the conversion of foreign currency into U.S. 
Dollars. 

Net change in unrealized gains (losses) on investments – reflects changes in asset values during the reporting period, including any 
reversal of previously recorded unrealized gains (losses) when gains (losses) on investments are realized. 

Net change in unrealized gains (losses) on commodity futures contracts – reflects the change in the value of open commodity futures 
contracts during the reporting period, including the reversal of previously recorded unrealized gains (losses) when gains (losses) on 
commodity futures contracts are realized.

Risks and Uncertainties

The novel coronavirus (“COVID-19”) pandemic has continued to impact the U.S. and global economies. The U.S. financial and global 
markets have experienced disruption and constrained credit conditions within certain sectors. Although more normalized activities 
have resumed, at this time the Company cannot predict the full extent of the impacts of the COVID-19 pandemic on the Company or 
its investments and its portfolio companies and the COVID-19 pandemic could have a delayed adverse impact on the Company's 
financial results. The Company will continue to monitor the pandemic's effects on a regular basis and will adjust its operations and 
forecasts as necessary. 

The full impact of COVID-19 on the financial and credit markets and consequently on the Company’s financial condition and results 
of operations is uncertain and cannot be predicted at the current time as it depends on several factors beyond the control of the 
Company including, but not limited to (i) the uncertainty around the severity and duration of the pandemic and the emergence and 
severity of COVID-19 variants, (ii) the effectiveness of the United States and global public health response, including the efficacy of 
the vaccines or other remedies and the speed of their distribution and administration, (iii) the pandemic’s impact on the U.S. and 
global economies, (iv) the timing, scope and effectiveness of additional governmental responses to the pandemic, (v) the timing and 
speed of economic recovery, and (vi) the negative impact on companies in which the Company invests.
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2. Significant Accounting Policies (continued)

Income Recognition

Interest Income – Interest income is recorded on an accrual basis to the extent that the Company expects to collect such amounts. The 
Company does not accrue as a receivable interest on loans and debt securities for accounting purposes if it has reason to doubt its 
ability to collect such interest. The Company places loans on non-accrual status when principal and interest are past due 90 days or 
more or when there is a reasonable doubt that the Company will collect principal or interest. Accrued interest is generally reversed 
when a loan is placed on non-accrual. Interest payments received on non-accrual loans may be recognized as income or applied to 
principal depending upon management’s judgment. Non-accrual loans are generally restored to accrual status when past due principal 
and interest amounts are paid and, in management’s judgment, are likely to remain current. 

Loan origination fees, original issue discount and market discount are capitalized and the Company amortizes such amounts as interest 
income over the respective term of the loan or security. Upon the prepayment of a loan or security, any unamortized loan origination 
fees, original issue discount and market discount are recorded as interest income. Structuring and other non-recurring upfront fees are 
recorded as fee income when earned. The Company records prepayment premiums on loans and securities as income when it earns 
such amounts.

Paid-in-Kind (“PIK”) Interest Income – The Company has investments in debt securities which contain PIK interest provisions. PIK 
interest is computed at the contractual rate specified in each investment agreement and added to the principal balance of the 
investment and recorded as income. PIK interest on certain of the Company’s debt investments, which represents contractually 
deferred interest added to the loan balance that is generally due at the end of the loan term, is generally recorded on the accrual basis to 
the extent such amounts are expected to be collected. The Company generally ceases accruing PIK interest if there is insufficient value 
to support the accrual or if the Company does not expect the portfolio company to be able to pay all principal and interest due. The 
Company’s decision to cease accruing PIK interest involves subjective judgments and determinations based on available information 
about a particular portfolio company, including whether the portfolio company is current with respect to its payment of principal and 
interest on its loans and debt securities, available public information regarding the portfolio company, and information about the 
general economic and market conditions in which the portfolio company operates. 

Dividend Income – Dividend income is recorded on the record date for privately issued securities, but excludes any portion of 
distributions that are treated as a return of capital. Each distribution received from an equity investment is evaluated to determine if the 
distribution should be recorded as dividend income or a return of capital. Generally, the Company will not record distributions from 
equity investments as dividend income unless there are sufficient current or accumulated earnings prior to the distribution. 
Distributions that are classified as a return of capital are recorded as a reduction in the cost basis of the investment. 

Paid in Capital

The Company records the proceeds from the sale of its common units on a net basis to (i) capital stock and (ii) paid in capital in excess 
of par value, excluding upfront selling commissions and placement agent fees.

Organization and Offering Expenses

Organization expenses are expensed on the Company’s consolidated statement of operations as incurred. Offering expenses, which 
consist of amounts incurred for items such as legal, accounting, regulatory and printing work incurred related to the Private Placement, 
are capitalized on the Company’s consolidated statement of assets and liabilities as deferred offering expenses and expensed to the 
Company’s consolidated statement of operations over the lesser of the offering period or 12 months; however, the end of the deferral 
period will not exceed 12 months from the date the offering expense is incurred by the Manager and the Sub-Manager.

Annual Servicing Fees

The Company pays annual servicing fees with respect to its Class T, Class D and Class S units, as described further below in Note 6, 
“Related Party Transactions.”  The Company records the annual servicing fees, which accrue daily, in its Company’s consolidated 
statement of operations as they are incurred. 
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2. Significant Accounting Policies (continued)

Allocation of Profit and Loss

Class-specific expenses, including base management fees, organization and offering expenses, distribution and unitholder servicing 
fees, expense support and certain transfer agent fees, are allocated to each unit class of common units in accordance with how such 
fees are attributable to the particular unit classes, as determined by the Company’s governing agreements and, in certain cases, 
expenses which are specifically identifiable to a specific unit class. 

Income and expenses which are not class-specific are allocated monthly pro rata among the unit classes based on units outstanding as 
of the end of the month. 

Earnings per Unit and Net Investment Income per Unit

Earnings per unit and net investment income per unit are calculated for each unit class of common units based upon the weighted 
average number of common units outstanding during the reporting period.

Distributions

The Company’s Manager has declared and intends to continue to declare distributions based on monthly record dates and such 
distributions are expected to be paid on a monthly basis. Distributions are made on all classes of the Company’s units at the same time.

Income Taxes

The Company does not record a provision for U.S. federal, state or local income taxes, because the partners report their share of the 
Company’s income or loss on their income tax returns. Certain non-U.S. dividend income and interest income may be subject to a tax 
at prevailing treaty or standard withholding rates with the applicable country or local jurisdiction. The Company files an income tax 
return in the U.S. federal jurisdiction and may file income tax returns in various U.S. state and foreign jurisdictions. Generally, the 
Company is subject to income tax examinations for the years after 2019. 

The Company follows the authoritative guidance on accounting for uncertainty in income taxes and concluded it has no material 
uncertain tax positions to be recognized at this time. If applicable, the Company will recognize interest and penalties related to 
unrecognized tax benefits as income tax expense in the Company’s consolidated statement of operations. During the period from 
February 17, 2021 (commencement of operations) to December 31, 2021, the Company did not incur any interest or penalties. 

Foreign Currency

The books and records of the Company are maintained in U.S. Dollars. All investments denominated in foreign currency are converted 
to their U.S. dollar equivalent using prevailing exchange rates at the end of the reporting period. Income, expenses, gains and losses on 
investments denominated in foreign currency are converted to the U.S. dollar using the prevailing exchange rates on the dates when 
the transactions occurred. 

The Company does not bifurcate that portion of the results of operations resulting from changes in foreign exchange rates on 
investments from the fluctuations arising from changes in market prices of securities held. Such fluctuations are included in the net 
realized and unrealized gain or loss from investments, as applicable. 

As of December 31, 2021, the Company did not have any foreign currency. 
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3.  Investments

As of December 31, 2021, the Company’s investment portfolio consisted of the following:

As of December 31, 2021

Asset Category
Amortized

Cost
Fair

Value

Percentage of
Investment
Portfolio

Percentage of
Net Assets

First lien loans $ 2,973,440 $ 2,974,003  35.3 %  21.1 %
Convertible loans  1,004,667  1,045,355  12.4  7.4 
Equities  154,864  116,811  1.4  0.8 
Royalties, streams and PPAs  62,305  64,599  0.8  0.5 
Commodities  4,174,750  4,212,905  50.1  29.9 
Total investments $ 8,370,026 $ 8,413,673  100.0 %  59.7 %

The duration of the Company’s portfolio was 1.5 years as of December 31, 2021. For cash-paying, floating rate positions, the duration 
is equal to one divided by the frequency of payment. The duration of positions paying in kind is equal to the years until maturity. 

As of December 31, 2021, none of the Company’s loan investments were on non-accrual status. 

The industry composition, geographic dispersion and denomination of the Company's investment portfolio as of December 31, 2021 is 
as follows:

Industry Composition(1) December 31, 2021
Diversified Financial Services  67.1 %
Metals & Mining  32.9 
Total  100.0 %

Geographic Dispersion(1)(2) December 31, 2021
Canada  74.9 %
Australia  24.8 
United Kingdom  0.3 
Total  100.0 %

Denomination(1) December 31, 2021
USD  97.6 %
CAD  1.1 %
AUD  1.0 %
GBP  0.3 %
Total  100.0 %

FOOTNOTES:   
(1) Percentages are based on fair value of the Company’s investments, excluding commodities.
(2) The geographic dispersion is determined by the portfolio company’s country of domicile or the jurisdiction of the security’s issuer.

4. Commodity Futures Contracts

As of December 31, 2021, the Company had margin deposits held by its commodity broker of $379,819, which serves as collateral for 
the Company’s commodity futures contracts. Margin deposits are recorded as cash and the current day’s variation margin payable is 
reported in the consolidated statement of assets and liabilities. 

The cumulative unrealized loss on the Company’s open commodity futures contracts as of December 31, 2021 was $38,870, all of 
which was recorded during the period from February 17, 2021 (commencement of operations) to December 31, 2021.
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5. Fair Value of Financial Instruments

The Company’s investments were categorized in the fair value hierarchy described in Note 2. “Significant Accounting Policies”, as 
follows as of December 31, 2021:

As of December 31, 2021
Asset Category Level 1 Level 2 Level 3 Total
Investments in Securities

Loans $ — $ — $ 2,974,003 $ 2,974,003 
Convertible loans  —  —  1,045,355  1,045,355 
Equity securities  103,885  —  12,926  116,811 
Royalties, streams and PPAs  —  —  64,599  64,599 
Commodities  4,212,905  —  —  4,212,905 

Total Investments in Securities  4,316,790  —  4,096,883  8,413,673 
Other Investments

Commodity futures contracts(1)  (38,870)  —  —  (38,870) 
Total Investments $ 4,277,920 $ — $ 4,096,883 $ 8,374,803 

 FOOTNOTE:  
(1)  Amounts represent cumulative unrealized loss. 

There were no transfers between Level 1 and Level 2 during the year ended period from February 17, 2021 (commencement of 
operations) to December 31, 2021. The carrying value of cash is classified as Level 1 with respect to the fair value hierarchy. The 
ranges of unobservable inputs used in the fair value measurement of the Company’s Level 3 investments as of December 31, 2021 
were as follows:

As of December 31, 2021

Asset Category Fair Value Valuation Techniques
Unobservable 

Inputs
Range (Weighted 

Average(1))

Impact to Valuation 
from an Increase in 

Input(2)

Loans $ 2,974,003 Discounted Cash Flow Discount Rate 10.6% – 20.1% (12.4%) Decrease
Convertible Loans  1,045,355 Option Pricing Model Implied Volatility 35.0% (35.0%) Increase

Discounted Cash Flow Discount Rate 12.6% (12.6%) Decrease
Equity securities  12,926 Option Pricing Model Implied Volatility 35.0% (35.0%) Increase
Royalties, streams and PPAs  64,599 Discounted Cash Flow Discount Rate 5.0% (5.0%) Decrease
Total Investments in Securities $ 4,096,883 

 FOOTNOTES:   
(1) Weighted average amounts are based on estimated fair values.
(2) This column represents the directional change in the fair value of the Level 3 investments that would result from an increase to the 

corresponding unobservable input. A decrease to the input would have the opposite effect. Significant changes in these inputs in isolation could 
result in significantly higher or lower fair value measurements.

The preceding table represents the significant unobservable inputs as they relate to the Company’s determination of fair values for the 
majority of its investments categorized within Level 3 as of December 31, 2021. In addition to the techniques and inputs noted in the 
table above, according to the Company’s valuation policy, it may also use other valuation techniques and methodologies when 
determining the fair value estimates for the Company’s investments. Any significant increases or decreases in the unobservable inputs 
would result in significant increases or decreases in the fair value of the Company’s investments. 
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5. Fair Value of Financial Instruments (continued)

Investments that do not have a readily available market value are valued utilizing an income approach (i.e. discounted cash flow 
approach), or an option pricing model. The income approach uses valuation techniques to convert future amounts (for example, cash 
flows or earnings) that are discounted based on a required or expected discount rate to derive a single present value amount. The 
measurement is based on the value indicated by current market expectations about those future amounts. The fair value of the 
Company’s options are estimated using the Black-Scholes Option Pricing model, which uses certain assumptions related to risk-free 
interest rates, expected volatility, expected life of the options, and future dividends. In following these approaches, the types of factors 
the Company may take into account to determine the fair value of its investments include, as relevant: available current market data, 
including an assessment of the credit quality of the security’s issuer, relevant and applicable market trading and transaction 
comparables, applicable market yields and multiples, illiquidity discounts, security covenants, call protection provisions, information 
rights, the nature and realizable value of any collateral, the portfolio company’s ability to make payments, its earnings and cash flows, 
the markets in which the portfolio company does business, comparisons of financial ratios of peer companies that are public, data 
derived from merger and acquisition activities for comparable companies, and enterprise values, among other factors.

The following table provides reconciliations for the year ended December 31, 2021 of investments for which Level 3 inputs were used 
in determining fair value: 

As of December 31, 2021

Loans
Convertible 

Loans
Equity 

Securities

Royalties, 
Streams and 

PPAs Total
Fair value balance as of February 17, 2021 $ — $ — $ — $ — $ — 
Purchases  4,642,856  1,000,000  17,986  385,736  6,046,578 
Accretion of discount  139,694  —  —  —  139,694 
Paid-in-kind interest  83,212  4,667  —  —  87,879 
Sales and repayments  (1,892,322)  —  —  (323,432)  (2,215,754) 
Net change in unrealized gain (loss)(1)  563  40,688  (5,060)  2,295  38,486 
Fair value balance as of December 31, 2021 $ 2,974,003 $ 1,045,355 $ 12,926 $ 64,599 $ 4,096,883 
Change in net unrealized gain (loss) in 
investments held as of December 31, 2021(1) $ 563 $ 40,688 $ (5,060) $ 2,295 $ 38,486 

 FOOTNOTE:  
(1)  Included in net change in unrealized appreciation (depreciation) in the statement of operations.

No securities were transferred into or out of the Level 3 hierarchy during the period from February 17, 2021 (commencement of 
operations) to December 31, 2021. All realized and unrealized gains and losses are included in earnings and are reported as separate 
line items within the Company’s statement of operations.

6. Related Party Transactions 

The Manager and Sub-Manager, along with certain affiliates of the Manager or Sub-Manager, will receive fees and compensation in 
connection with the Company’s Private Placement, as well as the acquisition, management and sale of the assets of the Company, as 
follows:

Placement Agent

Commissions — The Company pays CNL Securities Corp. (the “Placement Agent”), an affiliate of the Manager, a selling commission 
of up to 6.0% of the sale price for each Class A unit and up to 3.0% of the sale price for each Class T unit and Class S unit sold in the 
Private Placement. There are no selling commissions on the sale of Class D or Class I units sold in the Private Placement. The 
Placement Agent may reallow all or a portion of the selling commissions to participating broker-dealers. The Company did not pay 
any selling commissions during the period from February 17, 2021 (commencement of operations) to December 31, 2021.
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6. Related Party Transactions (continued)

Placement Agent Fees — The Company pays the Placement Agent a placement agent fee of 2.5% of the price of each Class A unit and 
1.75% of the price of each Class T unit sold in the Private Placement. There are no placement agent fees for the sale of Class D, Class 
I or Class S units sold in the Private Placement. The Placement Agent may reallow all or a portion of such placement agent fees to 
participating broker-dealers. The Company did not pay any placement agent fees during the period from February 17, 2021 
(commencement of operations) to December 31, 2021.

Annual Servicing Fee — The Company pays the Placement Agent an annual servicing fee (the “Servicing Fee”), subject to certain 
limits, with respect to its Class T, Class D and Class S units in an annual rate equal to 1.0%, 0.5% and 0.35% respectively, of its 
current net asset value per unit, payable on a monthly basis. The Servicing Fee accrues daily and is paid monthly in arrears. The 
Placement Agent may reallow all or a portion of the distribution and unitholder servicing fee to the broker-dealer who sold the Class 
T, Class D or Class S units or, if applicable, to a servicing broker-dealer of the Class T, Class D or Class S units or a fund supermarket 
platform featuring Class D units, so long as the broker-dealer or financial intermediary has entered into a contractual agreement with 
the Managing Dealer that provides for such reallowance. The Servicing Fee is an ongoing fee that is allocated among all Class T, 
Class D and Class S units, respectively, and is not paid at the time of purchase. There are no Servicing Fees for the sale of Class A or 
Class I units. The Company did not pay any Servicing Fees during the period from February 17, 2021 (commencement of operations) 
to December 31, 2021.

Manager and/or Sub-Manager

Organization and Offering Costs — The Company reimburses the Manager for the organization and offering costs (other than selling 
commissions and placement agent fees) they have incurred on the Company’s behalf only to the extent that such expenses do not 
exceed 1.5% of the cumulative gross proceeds from the Private Placement. The Company incurred an obligation to reimburse the 
Manager for $61,478 in organization and offering costs based on actual amounts raised through the Private Placement during the 
period from February 17, 2021 (commencement of operations) to December 31, 2021. The Manager has incurred additional 
organization and offering costs of approximately $1.5 million on behalf of the Company in connection with the Private Placement 
(exceeding the 1.5% limitation) as of December 31, 2021. These costs will be recognized by the Company in future periods as the 
Company receives future offering proceeds from its Private Placement to the extent such costs are within the 1.5% limitation. 

Base Management Fees — The Manager earns a monthly base management fee for its services, subject to any reduction or deferral of 
any such fees, pursuant to the terms of the Investment Management Agreement. As compensation for services rendered under the 
Investment Sub-Manager Agreement, the Manager pays 50% of the base management fee earned to the Sub-Manager. The base 
management fee is calculated for each unit class at an annual rate of 1.5% of the Company’s average gross assets. The monthly base 
management fee is allocated among the unit classes pro rata based on each unit class’ average adjusted capital for the same period.  
The Company incurred base management fees of $70,070 during the period from February 17, 2021 (commencement of operations) to 
December 31, 2021. 

Administrative Fees – The Company has engaged the Manager to act as administrator to perform or oversee on the Company’s behalf 
the performance of various administrative services that the Company requires pursuant to an administrative services agreement (the 
“Administrative Services Agreement”). The Company incurred administrative fees of $200,000 during the period from February 17, 
2021 (commencement of operations) to December 31, 2021. 

Income and Capital Gain Distributions – Under the Investment Management Agreement, the Manager is entitled to an allocation of 
income and capital gain distributions if certain performance metrics are met. Income distributions are paid quarterly in arrears and 
capital gain distributions are paid annually in arrears. Under the Investment Sub-Management Agreement, the Sub-Manager is entitled 
to 50% of all income and capital gain distributions paid to the Manager. 

The income distribution for each unit class is calculated as follows:

• No income distribution will be payable in any calendar quarter in which the Company’s Adjusted Net Investment Income 
allocation to such unit class does not exceed 1.25% of Average Adjusted Capital of unit class for such quarter;

• If the amount of the Company’s Adjusted Net Investment Income allocable to a unit class for calendar quarter exceeds 1.25% 
of the Average Adjusted Capital of such unit class for such calendar quarter, but is less than or equal to 1.515% of Average 
Adjusted Capital of such unit class for such calendar quarter, an Income Distribution with respect to such unit class equal to 
100% of such excess will be distributed to the Manager; and
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6. Related Party Transactions (continued)

• If the amount of the Company’s Adjusted Net Investment Income allocable to a unit class for a calendar quarter exceeds 
1.515% of Average Adjusted Capital of such unit class for such calendar quarter, an Income Distribution with respect to such 
unit class equal to 17.5% of such excess will be distributed to the Manager.

If the Company has realized gains during a calendar year and as of the end of such year, cumulative realized gains exceed the sum of 
(a) cumulative realized losses and (b) unrealized losses as of the end of such calendar year, the Company will make a capital gains 
distribution with respect to each unit class to the Manager equal to 17.5% of any such excess allocable to such unit class, less the sum 
of all previous capital gain distributions with respect to each unit class. 

Performance metrics for the income and capital gain distributions were not met and therefore the Manager did not receive income or 
capital gain distributions during the period from February 17, 2021 (commencement of operations) to December 31, 2021.

Reimbursement to Manager and Sub-Manager for Operating Expenses — The Company reimburses the Manager and their respective 
affiliates for certain operating costs and expenses of third parties incurred in connection with their provision of services to the 
Company, including fees, costs, expenses, liabilities and obligations relating to the Company’s activities, acquisitions, dispositions, 
financings and business, subject to the terms of the Company’s limited liability company agreement, the Investment Management 
Agreement and the Expense Support and Conditional Reimbursement Agreement (as defined below). 

Expense Support and Conditional Reimbursement Agreement — The Company entered into an expense support and conditional 
reimbursement agreement with the Manager (the “Expense Support and Conditional Reimbursement Agreement”), which became 
effective on December 29, 2020, pursuant to which the Manager agrees to reduce the Company’s operating expenses until the 
Company has achieved economies of scale sufficient to ensure the the Company is able to bear a reasonable level of expenses relative 
to the value of the assets it has acquired, to the extent that the Company’s annual regular cash distributions exceed its annual net 
income (with certain adjustments). The amount of such expense support for each unit class is equal to the annual (calendar year) 
excess, if any, of (a) the distributions (as defined in the Expense Support and Conditional Reimbursement Agreement) declared and 
paid to the respective unit class holders minus (b) the available operating funds, as defined in the Expense Support and Conditional 
Reimbursement Agreement (the “Expense Support”) attributable to the respective unit class. The Company recorded expense support 
due from the Manager of $668,903 during the period from February 17, 2021 (commencement of operations) to December 31, 2021. 
Expense support is paid by the Manager annually in arrears.

If the annual (calendar year) year-to-date available operating funds exceeds the sum of the annual (calendar year) year-to-date 
distributions paid per unit class (the “Excess Operating Funds”), the Company uses such Excess Operating Funds to pay the Manager 
all or a portion of the outstanding unreimbursed Expense Support amounts for each unit class, as applicable, subject to certain 
conditions (the “Conditional Reimbursements”) as described further in the Expense Support and Conditional Reimbursement 
Agreement. The Company’s obligation to make Conditional Reimbursements shall automatically terminate and be of no further effect 
three years following the date on which the Expense Support amount was provided and to which such Conditional Reimbursement 
relates, as described further in the Expense Support and Conditional Reimbursement Agreement.

Contributions and Distributions

Individuals and entities affiliated with the Manager and Sub-Manager owned 409,794 units as of December 31, 2021 and received 
distributions from the Company of $284,875 during the period from February 17, 2021 (commencement of operations) to December 
31, 2021. 
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6. Related Party Transactions (continued)

Summary of Related Party Transactions

Related party fees and expenses incurred for the period from February 17, 2021 (commencement of operations) to December 31, 2021 
are summarized below:

Related Party Source Agreement & Description

February 17, 2021 
(Commencement of 

Operations) to 
December 31, 2021

Manager Investment Management Agreement:
Organization and offering reimbursement(1)(2) $ 61,478 
Base management fees(1)  70,070 

Manager Administrative Services Agreement:
Administrative fees(1)  200,000 
Reimbursement of third-party operating expenses(1)  66,682 

Sub-Manager Investment Sub-Management Agreement
Reimbursement of third-party operating expenses(1)  428 

Manager Expense Support and Conditional Reimbursement Agreement:
Expense support  (668,903) 

FOOTNOTES:  
(1)  Expenses subject to Expense Support. 
(2) Organization reimbursements are expensed on the Company’s consolidated statement of operations as incurred. Offering reimbursements are 

capitalized on the Company’s consolidated statement of assets and liabilities as deferred offering expenses and expensed to the Company’s 
consolidated statement of operations over the lesser of the offering period or 12 months. 

The following table presents amounts due from (to) related parties as of December 31, 2021:

December 31, 2021
Due from related parties:

Expense support $ 668,903 
Total due from related parties  668,903 

Due to related parties:
Organization and offering expenses  (10,125) 
Base management fees  (63,999) 
Administrative fees  (20,000) 
Reimbursable third-party operating expenses  (483) 

Total due to related parties  (94,607) 
Net due from related parties $ 574,296 

7.  Distributions

The Manager began declaring monthly distributions in June 2021. Total distributions declared and paid during the period ended 
December 31, 2021 were $342,909.

Distributions declared per unit for each unit class were as follows:
Record Date Period Class A Class T Class D Class I Class S
June 2021 - December 2021 (7 record dates) $ 0.104167 $ 0.083333 $ 0.093750 $ 0.104167 $ 0.096875 
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7.  Distributions (continued)

The sources of declared distributions on a GAAP basis were as follows:

February 17, 2021 (Commencement of 
Operations) to December 31, 2021

Amount
% of Distributions 

Declared
Net investment income(1) $ 342,909  100.0 %
Distributions in excess of net investment income  —  — 
Total distributions declared $ 342,909  100.0 %

FOOTNOTE:  
(1)  Net investment income includes expense support of $668,903. 

8.  Capital Transactions 

As described in Note 1. “Principal Business and Organization,” in December 2020 the Company issued a total of 400,000 Units to 
affiliates of the Manager and Sub-Manager in exchange for total consideration of $10 million. The Units issued in December 2020 
included 1,000 each of Class A, Class T, Class D and Class S Units, and 396,000 of Class I Units at $25.00 per Unit. 

The Company is currently offering Units through its Private Placement. The following table summarizes the total units and proceeds 
received by unit class in connection with the Private Placement during the period from February 17, 2021 (commencement of 
operations) to December 31, 2021:

Unit Class Units Issued Gross Proceeds
Selling Commissions and 

Placement Agent Fees Net Proceeds
Average Net Proceeds 

per Unit
Class I  164,648 $ 4,098,500 $ — $ 4,098,500 $ 24.89 

There were no Class A, Class T, Class D or Class S units issued during the period from February 17, 2021 (commencement of 
operations) to December 31, 2021.

9. Commitments and Contingencies

See Note 6, “Related Party Transactions” for information on contingent amounts due to the Manager for the reimbursement of 
organization and offering costs under the Private Placement.

The Company has commitments to provide funds to portfolio companies which are not recorded in the Company’s statement of assets 
and liabilities. Since these commitments may expire without being drawn upon, the total commitment amount does not necessarily 
represent future cash requirements. The Company has sufficient liquidity to fund these commitments. As of December 31, 2021, the 
Company’s unfunded commitments consisted of the following:

Category / Company Unfunded Commitment
Loans:

Geopacific Resources $ 1,759,841 
Ascot Resources  735,000 

Royalty Stream:
Geopacific Resources  323,432 

$ 2,818,273 

The Company funds its loan investments as it receives funding notices from the companies.  At December 31, 2021, the Company’s 
unfunded commitments have a fair value of $0.

CNL SPROTT STRATEGIC ASSET FUND, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

23



10. Financial Highlights

The following table presents financial highlights of the Company attributable to each unit class:
February 17, 2021 (Commencement of Operations) to December 31, 2021

Class A Class T Class D Class I Class S
OPERATING PERFORMANCE PER UNIT
Net Asset Value, Beginning of Year $ 25.00 $ 25.00 $ 25.00 $ 25.00 $ 25.00 

Net investment income, before expense support(1)  (6.50)  (6.50)  (6.50)  (0.68)  (6.50) 
Expense support(1)(2)  7.23  7.08  7.16  1.44  7.18 
Net investment income(1)  0.73  0.58  0.66  0.77  0.68 
Net realized and unrealized losses(1)(3)  (0.02)  (0.02)  (0.02)  (0.06)  (0.02) 

Net increase resulting from investment operations  0.71  0.56  0.64  0.71  0.66 
Distributions to unitholders(4)  (0.73)  (0.58)  (0.66)  (0.73)  (0.68) 

Net decrease resulting from distributions to unitholders  (0.73)  (0.58)  (0.66)  (0.73)  (0.68) 
Net Asset Value, End of Year $ 24.98 $ 24.98 $ 24.98 $ 24.98 $ 24.98 

Net assets, end of period $ 24,977 $ 24,977 $ 24,977 $ 14,003,241 $ 24,977 
Average net assets(5) $ 24,901 $ 24,901 $ 24,901 $ 11,065,953 $ 24,901 
Units outstanding, end of period  1,000  1,000  1,000  560,648  1,000 
Distributions declared and paid $ 729 $ 583 $ 656 $ 340,263 $ 678 
Total return(6)  2.9 %  2.3 %  2.6 %  2.9 %  2.7 %

RATIOS/SUPPLEMENTAL DATA (NOT ANNUALIZED):
Ratios to average net assets:(5)(7)

Total operating expenses before expense support  29.2 %  29.2 %  29.2 %  6.1 %  29.2 %
Total operating expenses after expense support  0.2 %  0.7 %  0.4 %  0.3 %  0.4 %
Net investment income  2.9 %  2.3 %  2.6 %  3.1 %  2.7 %

Portfolio turnover % 44.2%

FOOTNOTES:  
(1) The per unit amounts presented are based on weighted average shares outstanding. 
(2) Expense support is accrued throughout the year and is subject to a final calculation as of the end of the calendar year. 
(3) The amount shown at this caption is the balancing figure derived from the other figures in the schedule. The amount shown at this caption for a 

unit outstanding throughout the period may not agree with the change in the aggregate gains and losses for the period because of the timing of 
sales of the Company’s units in relation to fluctuating fair values of investments.

(4) The per unit data for distributions is the actual amount of distributions paid or payable per common unit outstanding during the entire period; 
distributions per unit are rounded to the nearest $0.01.

(5) The computation of average net assets during the period is based on net assets measured at each month end, adjusted for capital contributions or 
withdrawals during the month.

(6) Total investment return is calculated for each unit class as the change in the net asset value for such unit class during the period and assuming all 
distributions are reinvested. Amounts are not annualized. Since there is no public market for the Company’s units, terminal market value per 
unit is assumed to be equal to the net asset value per unit on the last day of the period presented. The Company’s performance changes over time 
and currently may be different than that shown above. Past performance is no guarantee of future results. Investment performance is presented 
without regard to selling commissions and placement agent fees that may be incurred by unitholders in the purchase of the Company’s units. 

(7) Actual results may not be indicative of future results. Additionally, an individual investor’s ratios may vary from the ratios presented for a unit 
class as a whole. 
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11. Subsequent Events

These audited financial statements were approved by management and available for issuance on March 25, 2022. Subsequent events 
have been evaluated through this date. 

Distributions

In January and February 2022, the Company’s Manager declared monthly cash distributions on the outstanding units of all unit classes 
of record on February 27, 2022 and March 30, 2022, respectively, of $0.104167 per Class A Unit, $0.083333 per Class T Unit, 
$0.093750 per Class D Unit, $0.104167 per Class I Unit, and $0.096875 per Class S Unit.

Capital Activity

In January and February 2022, the Company’s Manager approved new per unit offering prices for each unit class in the Private 
Placement. The new offering prices were effective for the Company’s monthly closing for subscriptions on January 31, 2022 and 
February 28, 2022, respectively. The following table provides the new offering prices and applicable upfront selling commissions and 
placement agent fees for each unit class:

Class A Class T Class D Class I Class S
Effective January 31, 2022:

Offering price, per unit $ 27.39 $ 26.31 $ 25.06 $ 25.06 $ 25.84 
Selling commissions, per unit 1.64 0.79 — — 0.78 
Placement agent fees, per unit 0.69 0.46 — — — 

Effective February 28, 2022:
Offering price, per unit $ 27.92 $ 26.82 $ 25.55 $ 25.55 $ 26.34 
Selling commissions, per unit 1.67 0.80 — — 0.79 
Placement agent fees, per unit 0.70 0.47 — — — 

During the period January 1, 2022 to March 25, 2022, the Company received additional net proceeds from its Private Placement of:

Unit Class Units Issued Gross Proceeds
Selling Commissions and 

Placement Agent Fees Net Proceeds
Average Net 

Proceeds per Unit
Class A 3,663 $ 100,000 $ (8,500) $ 91,500 $ 24.98 
Class I 71,632 1,791,250 — 1,791,250 25.01 
Total 75,295 $ 1,891,250 $ (8,500) $ 1,882,750 $ 25.00 
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Executive Officers

Andrew A. Hyltin
CEO and President

Tammy J. Tipton
Chief Financial Officer

Scott C. Hall
Chief Operating Officer

“Our goal is to build and grow a 
Sprott-originated portfolio that 

generates attractive risk-adjusted 
returns with carefully selected 

investments and active management 
of our portfolio.”



Member Information

Inquiries should be directed to:
CNL Client Services
P. O. Box 219001
Kansas City, Missouri 64121-9001
866-650-0650

Corporate Offices

CNL Sprott Strategic Asset Fund, LLC
450 South Orange Avenue
Orlando, Florida 32801-3336
800-522-3863
cnlsprottstrategicassetfund.com
 

Manager

CNL Strategic Asset Management, LLC

Orlando, Florida

© 2022 CNL Strategic Asset Management, LLC. All Rights Reserved. CNL® and the Squares Within Squares design trademarks are used under license from CNL Intellectual Properties, LLC.

Company Profile
CNL Sprott Strategic Asset Fund (the Fund) is a newly formed limited liability company that seeks to provide investors with current income, capital 
preservation and long-term capital appreciation. The Fund anticipates investing primarily in loans collateralized by real assets, including real estate, gold 
ore and reserves, royalties or streaming contracts, in the equity and/or debt of natural resource companies, as well as interests in projects associated 
with the natural resource companies. The company is externally managed by CNL Strategic Asset Management LLC, which is a registered investment 
adviser. 
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