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DESCRIPTION OF THE TRUST AND FUNDS 
 

Each of the Sound Mind Investing Fund (“SMI Fund”), the SMI Conservative Allocation 
Fund (“SMI Conservative Allocation Fund”), the SMI Dynamic Allocation Fund (“SMI 
Dynamic Allocation Fund”), and the SMI 50/40/10 Fund are organized as open-end diversified 
series of Valued Advisers Trust (the “Trust”) (each a “Fund” and collectively, the “Funds”).  The 
Funds’ policies with respect to diversification are fundamental and may not be changed without 
shareholder approval or as otherwise allowed by applicable rules, guidelines, orders and 
interpretations of the Securities and Exchange Commission (“SEC”) and its staff.  

 
The SMI Fund and SMI Conservative Allocation Fund each commenced operations as a 

separate series (the “Predecessor Funds”) of the Unified Series Trust.  On February 28, 2013, 
each Predecessor Fund was reorganized as a new series of the Trust.  The Trust is a management 
investment company established under the laws of Delaware by an Agreement and Declaration 
of Trust dated June 13, 2008 (the “Trust Agreement”). The Trust Agreement permits the Trustees 
to issue an unlimited number of shares of beneficial interest of separate series without par value. 
Each Fund is one of a series of funds currently authorized by the Trustees. The investment 
adviser to the Funds is SMI Advisory Services, LLC (the “Advisor”).   
 

The Funds do not issue share certificates. All shares are held in non-certificate form 
registered on the books of each Fund and the Fund’s transfer agent for the account of the 
shareholder. Each share of a series represents an equal proportionate interest in the assets and 
liabilities belonging to that series with each other share of that series and is entitled to such 
dividends and distributions out of income belonging to the series as are declared by the Trustees. 
The shares do not have cumulative voting rights or any preemptive or conversion rights, and the 
Trustees have the authority from time to time to divide or combine the shares of any series into a 
greater or lesser number of shares of that series so long as the proportionate beneficial interest in 
the assets belonging to that series and the rights of shares of any other series are in no way 
affected.  In case of any liquidation of a series, the holders of shares of the series being liquidated 
will be entitled to receive as a class a distribution out of the assets, net of the liabilities, 
belonging to that series.  Expenses attributable to any series are borne by that series.  Any 
general expenses of the Trust not readily identifiable as belonging to a particular series are 
allocated by or under the direction of the Trustees in such manner as the Trustees determine to be 
fair and equitable.  No shareholder is liable to further calls or to assessment by the Trust without 
his or her express consent. 
 
 Any Trustee of the Trust may be removed by vote of the shareholders holding not less 
than two-thirds of the outstanding shares of the Trust. The Trust does not hold an annual meeting 
of shareholders. When matters are submitted to shareholders for a vote, each shareholder is 
entitled to one vote for each whole share he owns and fractional votes for fractional shares he 
owns. All shares of each Fund have equal voting rights and liquidation rights. The Trust 
Agreement can be amended by the Trustees, except that certain amendments that could adversely 
affect the rights of shareholders must be approved by the shareholders affected. All shares of a 
Fund are subject to involuntary redemption if the Trustees determine to liquidate the Fund. An 
involuntary redemption will create a capital gain or a capital loss, which may have tax 
consequences about which you should consult your tax advisor. 
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 For information concerning the purchase and redemption of shares of each Fund, see 
“How to Buy Shares” and “How to Redeem Shares” in the Funds’ prospectus. For a description 
of the methods used to determine the share price and value of each Fund’s assets, see 
“Determination of Net Asset Value” in the Funds’ prospectus and this SAI. 
 
 Each Fund may authorize one or more brokers or other intermediaries (an 
“Intermediary”) to receive on its behalf purchase and redemption orders. Such Intermediaries 
would be authorized to designate others to receive purchase and redemption orders on the Fund’s 
behalf. A Fund will be deemed to have received a purchase or redemption order when an 
authorized Intermediary or, if applicable, its authorized designee, receives the order.  
 
 Customer orders will be priced at the applicable Fund’s net asset value next computed 
after they are received by an authorized Intermediary and accepted by the Fund. The 
performance of each Fund may be compared in publications to the performance of various 
indices and investments for which reliable performance data is available. The performance of 
each Fund may be compared in publications to averages, performance rankings, or other 
information prepared by recognized mutual fund statistical services. The Funds’ annual report 
will contain additional performance information and will be made available to investors upon 
request and without charge. 
 
ADDITIONAL INFORMATION ABOUT FUND INVESTMENTS AND RISK 
CONSIDERATIONS 
 
 This section contains additional information regarding some of the investments the Funds 
may make and some of the techniques they may use.  The Funds will invest primarily in other 
investment companies and ETFs (defined below) (collectively “Underlying Funds”) – to the 
extent any of the investments or techniques are described, they may indicate the investments and 
techniques that the Funds generally will do directly or indirectly through investments in 
Underlying Funds.  
 

A. Investment Company Securities. Subject to the restrictions and limitations of 
the Investment Company Act of 1940, as amended (the “1940 Act”) and any SEC exemptive 
orders thereunder, each Fund will invest primarily in the securities of other investment 
companies (Underlying Funds). Each Fund may invest in other mutual funds, money market 
funds, and exchange-traded funds (“ETFs”), including ETFs that hold a portfolio of securities 
which closely tracks the price performance and/or dividend yield of various indices, and other 
closed-end funds. When a Fund invests in other investment companies, it will indirectly bear its 
proportionate share of any fees and expenses payable directly by the investment company. In 
connection with its investments in other investment companies, a Fund will incur higher 
expenses, many of which may be duplicative.  For example, shareholders may incur expenses 
associated with capital gains distributions by the Fund as well as the Underlying Funds in which 
the Fund invests.  Shareholders may also incur increased transaction costs as a result of the 
Fund’s portfolio turnover rate and/or because of the high portfolio turnover rates in the 
Underlying Funds.  A Fund is not required to hold securities for any minimum period and, as a 
result, may incur short-term redemption fees and increased trading costs.  When selecting 
Underlying Funds for investment, the Funds will not be precluded from investing in an 
Underlying Fund with a higher than average expense ratio.  Each Fund is independent from any 
of the Underlying Funds in which it invests and it has no voice in or control over the investment 
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strategies, policies or decisions of the underlying funds.  A Fund’s only option is to liquidate its 
investment in an Underlying Fund in the event of dissatisfaction with the fund. 
 

The 1940 Act restricts investments by registered investment companies, such as the 
Funds, in the securities of other investment companies, including ETFs. However, pursuant to 
exemptive orders issued by the Securities and Exchange Commission to various ETF sponsors, a 
Fund is permitted to invest in these ETFs beyond the limits set forth in the 1940 Act subject to 
certain terms and conditions set forth in the applicable exemptive order, including a condition 
that the Fund enter into an agreement with the relevant ETF prior to investing beyond the 1940 
Act’s limits. As a result, each Fund may invest a substantial portion of its assets in a single 
Underlying Fund, or each Fund may own a substantial portion of the outstanding shares of an 
Underlying Fund.  At certain times, an underlying fund may limit a Fund’s ability to sell its 
shares of the Underlying Fund.  In such cases, unless the related Underlying Fund also is traded 
on a national exchange (e.g., an ETF), the portion of the investment subject to the restriction will 
be considered illiquid. 
 
 B. Equity Securities. Each Fund invests in Underlying Funds that primarily hold a 
portfolio of equity securities. Equity securities are common stocks, preferred stocks, convertible 
preferred stocks, convertible debentures, American Depositary Receipts, rights and warrants. 
Convertible preferred stock is preferred stock that can be converted into common stock pursuant 
to its terms. Convertible debentures are debt instruments that can be converted into common 
stock pursuant to their terms. Warrants are options to purchase equity securities at a specified 
price valid for a specific time period. Rights are similar to warrants, but normally have shorter 
durations.  
 

C. Fixed Income Securities. Each Fund may invest in Underlying Funds that hold a 
portfolio of fixed income securities. Fixed income securities include corporate debt securities, 
high yield debt securities, convertible debt securities, municipal securities, U.S. government 
securities, mortgage-backed securities, asset-backed securities, zero coupon bonds, financial 
industry obligations, repurchase agreements, and participation interests in such securities. 
Preferred stock and certain common stock equivalents may also be considered to be fixed income 
securities. Fixed income securities are generally considered to be interest rate sensitive, which 
means that their value will generally decrease when interest rates rise and increase when interest 
rates fall. Securities with shorter maturities, while offering lower yields, generally provide 
greater price stability than longer term securities and are less affected by changes in interest 
rates.  
 

1. Corporate Debt Securities.  Corporate debt securities include bonds, notes, 
debentures and investment certificates issued by corporations and other business organizations, 
including business trusts and equipment trusts, in order to finance their credit needs.  Corporate debt 
securities include commercial paper which consists of short term (usually from 1 to 270 days) 
unsecured promissory notes issued by corporations in order to finance their current operations. The 
Advisor considers corporate debt securities to be of investment grade quality if they are rated at the 
time of purchase BBB- and Baa3 or higher by two out of the following three rating organizations:  
Standard & Poor’s Ratings Group (“S&P”), Fitch Ratings (“Fitch”), or Moody’s Investors Service, 
Inc. (“Moody’s”), or, if unrated, determined by the Advisor to be of comparable quality.  In 
determining the investment rating of a particular security, the Advisor typically adopt the higher 
rating of any two of S&P, Fitch and Moody’s.  Investment grade debt securities generally have 
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adequate to strong protection of principal and interest payments.  In the lower end of this category, 
credit quality may be more susceptible to potential future changes in circumstances and the 
securities have speculative elements.  If the rating of a portfolio security by any two of S&P, Fitch 
or Moody’s drops below investment grade, the Advisor will dispose of the security as soon as 
practicable (depending on market conditions) unless the Advisor determines based on their own 
credit analysis that the security provides the opportunity of meeting the Funds’ objective without 
presenting excessive risk.   

 
2. High Yield Debt Securities (“Junk Bonds”).  Subject to the limitation on 

investments in illiquid securities, each Fund other than the SMI Fund may invest in Underlying 
Funds that hold securities that are below investment grade.  The widespread expansion of 
government, consumer and corporate debt within the U.S. economy has made the corporate sector, 
especially cyclically sensitive industries, more vulnerable to economic downturns or increased 
interest rates.  An economic downturn could severely disrupt the market for high yield securities 
and adversely affect the value of outstanding securities and the ability of the issuers to repay 
principal and interest. 
 

The prices of high yield securities have been found to be more sensitive to interest rate 
changes than higher-rated investments, and more sensitive to adverse economic changes or 
individual corporate developments.  Also, during an economic downturn or substantial period of 
rising interest rates, highly leveraged issuers may experience financial stress which would 
adversely affect their ability to service their principal and interest payment obligations, to meet 
projected business goals, and to obtain additional financing.  If the issuer of a security owned by an 
Underlying Fund defaulted, the fund could incur additional expenses to seek recovery.  In addition, 
periods of economic uncertainty and changes can be expected to result in increased volatility of 
market prices of high yield securities and a Fund’s net asset value.  Furthermore, in the case of 
high yield securities structured as zero coupon or pay-in-kind securities, their market prices are 
affected to a greater extent by interest rate changes and thereby tend to be more volatile than 
securities which pay interest periodically and in cash.  High yield securities also present risks based 
on payment expectations.  For example, high yield securities may contain redemption or call 
provisions.  If an issuer exercises these provisions in a declining interest rate market, the security 
may have to be replaced with a lower yielding security, resulting in a decreased return for 
investors.  Conversely, a high yield security’s value will decrease in a rising interest rate market, as 
will the value of the Funds’ or Underlying Funds’ assets.  If the Funds or Underlying Funds 
experience unexpected net redemptions, this may force them to sell their respective high yield 
securities without regard to their investment merits, thereby decreasing the asset base upon which 
the expenses can be spread and possibly reducing the rate of return. 
 

In addition, to the extent that there is no established retail secondary market, there may be 
thin trading of high yield securities, and this may have an impact on the Funds’ or Underlying 
Funds’ ability to accurately value high yield securities and the assets and on the ability to dispose 
of the securities.  Adverse publicity and investor perception, whether or not based on fundamental 
analysis, may decrease the values and liquidity of high yield securities especially in a thinly traded 
market. 
 

There are also special tax considerations associated with investing in high yield securities 
structured as zero coupon or pay-in-kind securities.  For example, a Fund reports the interest on 
these securities as income even though it receives no cash interest until the security’s maturity or 
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payment date.  Also, the shareholders are taxed on this interest even if the respective Fund does not 
distribute cash to them.  Therefore, in order to pay taxes on this interest, shareholders may have to 
redeem some of their shares to pay the tax or the respective Fund may sell some of its assets to 
distribute cash to shareholders.  These actions are likely to reduce the respective Fund’s assets and 
may thereby increase its expense ratio and decrease its rate of return. 
 

Finally, there are risks involved in applying credit ratings as a method for evaluating high 
yield securities.  For example, credit ratings evaluate the safety of principal and interest payments, 
not market value risk of high yield securities.  Also, since credit rating agencies may fail to timely 
change the credit ratings to reflect subsequent events, a Fund (in conjunction with the Advisor) will 
continuously monitor the issuers of high yield securities to determine if the issuers will have 
sufficient cash flow and profits to meet required principal and interest payments, and to assure the 
securities' liquidity so the respective Fund can meet redemption requests.   
 

3. U.S. Government Securities.  U.S. government securities may be backed 
by the credit of the government as a whole or only by the issuing agency.  U.S. Treasury bonds, 
notes, and bills and some agency securities, such as those issued by the Federal Housing 
Administration and the Government National Mortgage Association (“GNMA”), are backed by 
the full faith and credit of the U.S. government as to payment of principal and interest and are the 
highest quality government securities.  Other securities issued by U.S. government agencies or 
instrumentalities, such as securities issued by the Federal Home Loan Banks and the Federal 
Home Loan Mortgage Corporation, are supported only by the credit of the agency that issued 
them, and not by the U.S. government.  Securities issued by the Federal Farm Credit System, the 
Federal Land Banks, and the Federal National Mortgage Association (“FNMA”) are supported 
by the agency’s right to borrow money from the U.S. Treasury under certain circumstances, but 
are not backed by the full faith and credit of the U.S. government.   
 
 Each Fund other than the SMI Fund may also invest in Underlying Funds that hold 
Treasury Inflation-Protected Securities (“TIPS”).  TIPS are a special type of treasury note or 
bond that was created in order to offer bond investors protection from inflation.  The value of the 
TIPS is automatically adjusted to the inflation rate as measured by the Consumer Price Index 
(“CPI”).  If the CPI goes up by half a percent the value of the bond would go up by half a 
percent.  If the CPI falls, the value of the bond does not fall because the government guarantees 
that your original investment will stay the same. TIPS decline in value when real interest rates 
rise.  In certain interest rate environments, such as when real interest rates are rising faster than 
nominal interest rates, TIPS may experience greater losses than other fixed income securities 
with similar duration. 
 

4. Mortgage-Backed Securities.  Each Fund other than the SMI Fund may 
invest in Underlying Funds that hold mortgage-backed securities.  Mortgage-backed securities 
represent an interest in a pool of mortgages.  These securities, including securities issued by 
FNMA and GNMA, provide investors with payments consisting of both interest and principal as 
the mortgages in the underlying mortgage pools are repaid.  Unscheduled or early payments on 
the underlying mortgages may shorten the securities’ effective maturities.  The average life of 
securities representing interests in pools of mortgage loans is likely to be substantially less than 
the original maturity of the mortgage pools as a result of prepayments or foreclosures of such 
mortgages.  Prepayments are passed through to the registered holder with the regular monthly 
payments of principal and interest, and have the effect of reducing future payments.  To the 
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extent the mortgages underlying a security representing an interest in a pool of mortgages are 
prepaid, there may be a loss (if the price at which the respective security was acquired was at a 
premium over par, which represents the price at which the security will be sold upon 
prepayment).  In addition, prepayments of such securities will reduce the share price of the Fund 
or Underlying Fund to the extent the market value of the securities at the time of prepayment 
exceeds their par value.  Furthermore, the prices of mortgage-backed securities can be 
significantly affected by changes in interest rates.  Prepayments may occur with greater 
frequency in periods of declining mortgage rates because, among other reasons, it may be 
possible for mortgagors to refinance their outstanding mortgages at lower interest rates.  In such 
periods, it is likely that any prepayment proceeds would be reinvested at lower rates of return. 
 

5. Asset-Backed Securities.  Asset-backed securities are undivided fractional 
interests in pools of consumer loans (unrelated to mortgage loans) or other assets (such as 
equipment leases) held in a trust.  Payments of principal and interest are passed through to 
certificate holders and are typically supported by some form of credit enhancement, such as a 
letter of credit, surety bond, limited guaranty or senior subordination.  The degree of credit 
enhancement varies, but generally amounts to only a fraction of the asset-backed or receivable-
backed security’s par value until exhausted.  If the credit enhancement is exhausted, certificate 
holders may experience losses or delays in payment if the required payments of principal and 
interest are not made to the trust with respect to the underlying loans.  The value of these 
securities also may change because of changes in the market’s perception of the creditworthiness 
of the servicing agent for the loan pool, the originator of the loans or the financial institution 
providing the credit enhancement.  Asset-backed and receivable-backed securities are ultimately 
dependent upon payment of loans by individuals or businesses, and the certificate holder 
generally has no recourse against the entity that originated the loans.  The underlying loans are 
subject to prepayments which shorten the securities’ weighted average life and may lower their 
return.  As prepayments flow through at par, total returns would be affected by the prepayments: 
if a security were trading at a premium, its total return would be lowered by prepayments, and if 
a security were trading at a discount, its total return would be increased by prepayments.  
 

6. Zero Coupon and Pay-in-Kind Bonds.  Each Fund other than the SMI 
Fund may invest in Underlying Funds that hold zero coupon and pay-in-kind bonds.  Corporate 
debt securities and municipal obligations include so-called “zero coupon” bonds and 
“pay-in-kind” bonds. Zero coupon bonds do not make regular interest payments.  Instead they 
are sold at a deep discount from their face value.  Income will accrue on such bonds for tax and 
accounting purposes, in accordance with applicable law.  This income will be distributed to 
shareholders.  Because no cash is received at the time such income is accrued, other portfolio 
securities may be liquidated to satisfy distribution obligations.  Because a zero coupon bond does 
not pay current income, its price can be very volatile when interest rates change.  In calculating 
its dividend, the Funds take into account as income a portion of the difference between a zero 
coupon bond’s purchase price and its face value.   
 

The Federal Reserve creates Separate Trading of Registered Interest and Principal of 
Securities (“STRIPS”) by separating the coupon payments and the principal payment from an 
outstanding Treasury security and selling them as individual securities.  A broker-dealer creates a 
derivative zero by depositing a Treasury security with a custodian for safekeeping and then 
selling the coupon payments and principal payment that will be generated by this security 
separately.  Examples are Certificates of Accrual on Treasury Securities (CATs), Treasury 
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Investment Growth Receipts (TIGRs) and generic Treasury Receipts (TRs).  These derivative 
zero coupon obligations are not considered to be government securities unless they are part of 
the STRIPS program.  Original issue zeros are zero coupon securities issued directly by the U.S. 
government, a government agency or by a corporation.   
 
 Pay-in-kind bonds allow the issuer, at its option, to make current interest payments on the 
bonds either in cash or in additional bonds.  The value of zero coupon bonds and pay-in-kind 
bonds is subject to greater fluctuation in response to changes in market interest rates than bonds 
which make regular payments of interest.  Both of these types of bonds allow an issuer to avoid 
the need to generate cash to meet current interest payments.  Accordingly, such bonds may 
involve greater credit risks than bonds which make regular payment of interest.  Even though 
zero coupon bonds and pay-in-kind bonds do not pay current interest in cash, income is required 
to be accrued on such investments and to distribution of such amounts is required at least 
annually to shareholders.  Thus, to satisfy dividend requirements, other investments may need to 
be liquidated.  There is no limit on the amount of zero coupon bonds that a Fund may purchase; 
however, the Funds will not invest more than 5% of their respective net assets in pay-in-kind 
bonds.   
 

7. When-Issued, Delayed Delivery and Forward Transactions.  When-issued, 
delayed delivery and forward transactions generally involve the purchase of a security with 
payment and delivery at some time in the future (i.e., beyond normal settlement). New issues of 
stocks and bonds, private placements and U.S. government securities may be sold in this manner. 
Interest is not earned on such securities until settlement, and the investor bears the risk of market 
value fluctuations between the purchase and settlement dates. Cash or liquid assets will be 
segregated having an aggregate value equal to the purchase price until payment is made.    
 

Forward commitments also include “to be announced” (TBA) mortgage backed 
securities, which are contracts for the purchase or sale of mortgage-backed securities to be 
delivered at a future agreed upon date, whereby the specific mortgage pool numbers or the 
number of pools that will be delivered to fulfill the trade obligation or terms of the contract are 
unknown at the time of the trade. Underlying Funds may also enter into buy/sell back 
transactions (a form of delayed delivery agreement). In a buy/sell back transaction, a trade to sell 
securities at one price is entered into and simultaneously another trade is entered into to buy the 
same securities at another price for settlement at a future date. Although an investor generally 
intends to acquire or dispose of securities on a forward commitment, when-issued or delayed 
delivery basis, an investor may sell these securities or its commitment before the settlement date 
if deemed advisable.  
 

When purchasing a security on a forward commitment, when-issued or delayed-delivery 
basis, an investor assumes the rights and risks of ownership of the security, including the risk of 
price and yield fluctuation, and takes such fluctuations into account when determining its net 
asset value. Securities purchased on a forward commitment, when-issued or delayed-delivery 
basis are subject to changes in value based upon the public’s perception of the creditworthiness 
of the issuer and changes, real or anticipated, in the level of interest rates. Accordingly, securities 
acquired on such a basis may expose an investor to risks because they may experience such 
fluctuations prior to actual delivery. Purchasing securities on a forward commitment, when-
issued or delayed delivery basis may involve the additional risk that the yield available in the 
market when the delivery takes place actually may be higher than that obtained in the transaction 
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itself.  Investment in these types of securities may increase the possibility that short-term gains 
subject to federal taxation or short-term losses will be incurred if portfolio transactions are 
engaged in in order to the commitment.  
 

Because when-issued, delayed delivery and forward transactions may be viewed as 
creating leverage, a Fund or Underlying Fund could lose more than it invested, federal securities 
laws, regulations and guidance may require it to earmark assets to reduce the risks associated 
with derivatives or to otherwise hold instruments that offset obligations under the derivatives 
instrument. This process is known as “cover.” A Fund will not enter into any derivative 
transaction unless it can comply with SEC guidance regarding cover, and, if SEC guidance so 
requires, a Fund will earmark cash or liquid assets with a value sufficient to cover its obligations 
under a derivative transaction or otherwise “cover” the transaction in accordance with applicable 
SEC guidance. If a large portion of a Fund’s assets is used for cover, it could affect portfolio 
management or the Fund’s ability to meet redemption requests or other current obligations. The 
leverage involved in certain derivative transactions may result in a Fund’s net asset value being 
more sensitive to changes in the value of the related investment.  
 

D. Foreign Securities. 
 

1. General. To the extent that a Fund invests in Underlying Funds that hold 
portfolios of foreign equity or fixed income securities, it will be subject to certain considerations 
and risks that are not typically associated with investing in Underlying Funds that invest solely in 
domestic securities. There may be less publicly available information about a foreign issuer than 
a domestic one, and foreign companies are not generally subject to uniform accounting, auditing 
and financial standards and requirements comparable to those applicable to U.S. companies. 
There may also be less government supervision and regulation of foreign securities exchanges, 
brokers and listed companies than exists in the United States.  Interest and dividends paid by 
foreign issuers may be subject to withholding and other foreign taxes, which may decrease the 
net return on such investments as compared to dividends and interest paid by domestic 
companies or the U.S. government. There may be the possibility of expropriations, seizure or 
nationalization of foreign deposits, confiscatory taxation, political, economic or social instability 
or diplomatic developments that could affect assets held in foreign countries. Finally, the 
establishment of exchange controls or other foreign governmental laws or restrictions could 
adversely affect the payment of obligations. 
 

Securities trading on overseas markets present time zone arbitrage opportunities when 
events affecting portfolio security values occur after the close of the overseas market, but prior to 
the close of the U.S. market.  Fair valuation of the Fund's portfolio securities can serve to reduce 
arbitrage opportunities available to short term traders, but there is no assurance that fair value 
pricing policies will prevent dilution of the Fund's net asset value ("NAV") by short term traders. 

 
2. Emerging Markets Securities. Each Fund other than the SMI Fund may 

invest in Underlying Funds that hold emerging market securities.  Each Fund may purchase 
ETFs that invest in, or other investment companies that invest and/or are located in, emerging 
markets.  
 

Investing in emerging market securities imposes risks different from, or greater than, 
risks of investing in foreign developed countries. These risks include: smaller market 
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capitalization of securities markets, which may suffer periods of relative illiquidity; significant 
price volatility; restrictions on foreign investment; possible repatriation of investment income 
and capital. In addition, foreign investors may be required to register the proceeds of sales; future 
economic or political crises could lead to price controls, forced mergers, expropriation or 
confiscatory taxation, seizure, nationalization, or creation of government monopolies. The 
currencies of emerging market countries may experience significant declines against the U.S. 
dollar, and devaluation may occur subsequent to investments in these currencies by the Funds. 
Inflation and rapid fluctuations in inflation rates have had, and may continue to have, negative 
effects on the economies and securities markets of certain emerging market countries.  
 

Additional risks of emerging markets securities may include: greater social, economic 
and political uncertainty and instability; more substantial governmental involvement in the 
economy; less governmental supervision and regulation; unavailability of currency hedging 
techniques; companies that are newly organized and small; differences in auditing and financial 
reporting standards, which may result in unavailability of material information about issuers; and 
less developed legal systems. In addition, emerging securities markets may have different 
clearance and settlement procedures, which may be unable to keep pace with the volume of 
securities transactions or otherwise make it difficult to engage in such transactions. Settlement 
problems may result in missed attractive investment opportunities, holding a portion of assets in 
cash pending investment, or delayed in disposing of a portfolio security. Such a delay could 
result in possible liability to a purchaser of the security.  

 
3. Sovereign Debt.  Sovereign debt differs from debt obligations issued by 

private entities in that, generally, remedies for defaults must be pursued in the courts of the 
defaulting party.  Legal recourse is therefore limited.  Political conditions, especially a sovereign 
entity’s willingness to meet the terms of its debt obligations, are of considerable significance.  
Also, there can be no assurance that the holders of commercial bank loans to the same sovereign 
entity may not contest payments to the holders of sovereign debt in the event of default under 
commercial bank loan agreements. 
 

A sovereign debtor’s willingness or ability to repay principal and pay interest in a timely 
manner may be affected by a variety of factors, including among others, its cash flow situation, 
the extent of its foreign reserves, the availability of sufficient foreign exchange on the date a 
payment is due, the relative size of the debt service burden to the economy as a whole, the 
sovereign debtor’s policy toward principal international lenders and the political constraints to 
which a sovereign debtor may be subject.  A country whose exports are concentrated in a few 
commodities could be vulnerable to a decline in the international price of such commodities.  
Increased protectionism on the part of a country’s trading partners, or political changes in those 
countries, could also adversely affect its exports.  Such events could diminish a country’s trade 
account surplus, if any, or the credit standing of a particular local government or agency.  
Another factor bearing on the ability of a country to repay sovereign debt is the level of the 
country’s international reserves.  Fluctuations in the level of these reserves can affect the amount 
of foreign exchange readily available for external debt payments and, thus, could have a bearing 
on the capacity of the country to make payments on its sovereign debt. 
 

With respect to sovereign debt of emerging market issuers, investors should be aware that 
certain emerging market countries are among the largest debtors to commercial banks and 
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foreign governments.  At times, certain emerging market countries have declared moratoria on 
the payment of principal and interest on external debt. 

 
Certain emerging market countries have experienced difficulty in servicing their 

sovereign debt on a timely basis, which led to defaults on certain obligations and the 
restructuring of certain indebtedness.  Restructuring arrangements have included, among other 
things, reducing and rescheduling interest and principal payments by negotiating new or 
amended credit agreements or converting outstanding principal and unpaid interest to Brady 
Bonds, and obtaining new credit to finance interest payments.  Holders of sovereign debt may be 
requested to participate in the rescheduling of such debt and to extend further loans to sovereign 
debtors, and the interests of holders of sovereign debt could be adversely affected in the course 
of restructuring arrangements or by certain other factors referred to below.  Furthermore, some of 
the participants in the secondary market for sovereign debt may also be directly involved in 
negotiating the terms of these arrangements and may therefore have access to information not 
available to other market participants.  Obligations arising from past restructuring agreements 
may affect the economic performance and political and social stability of certain issuers of 
sovereign debt.  There is no bankruptcy proceeding by which sovereign debt on which a 
sovereign has defaulted may be collected in whole or in part. 
 

Foreign investment in certain sovereign debt is restricted or controlled to varying 
degrees.  These restrictions or controls may at times limit or preclude foreign investment in such 
sovereign debt and increase the costs and expenses of the Funds.  Certain countries in which the 
Underlying Funds may invest require governmental approval prior to investments by foreign 
persons, limit the amount of investment by foreign persons in a particular issuer, limit the 
investment by foreign persons only to a specific class of securities of an issuer that may have less 
advantageous rights than the classes available for purchase by domiciliaries of the countries, or 
impose additional taxes on foreign investors.  Certain issuers may require governmental approval 
for the repatriation of investment income, capital or the proceeds of sales of securities by foreign 
investors.  In addition, if a deterioration occurs in a country’s balance of payments, the country 
could impose temporary restrictions on foreign capital remittances.  The respective Fund could 
be adversely affected by delays in, or a refusal to grant, any required governmental approval for 
repatriation of capital, as well as by the application to the respective Fund of any restrictions on 
investments.  Investing in local markets may require the Underlying Funds to adopt special 
procedures, seek local government approvals or take other actions, each of which may involve 
additional costs to the respective Fund investing in those Underlying Funds. 

 
E. Options. The Underlying Funds in which the Funds invest may enter into option 

transactions. The Underlying Funds may mainly purchase and sell options on securities indices. 
An option involves either (a) the right or the obligation to buy or sell a specific instrument at a 
specific price until the expiration date of the option, or (b) the right to receive payments or the 
obligation to make payments representing the difference between the closing price of a market 
index and the exercise price of the option expressed in dollars times a specified multiple until the 
expiration date of the option. Options are sold (written) on securities and market indices. The 
purchaser of an option on a security pays the seller (the writer) a premium for the right granted 
but is not obligated to buy or sell the underlying security. The purchaser of an option on a market 
index pays the seller a premium for the right granted, and in return the seller of such an option is 
obligated to make the payment. Options are traded on organized exchanges and in the over-the-
counter market. The use of options is a highly specialized activity that involves investment 
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techniques and risks different from those associated with ordinary portfolio securities 
transactions.  
 

Options on securities indices are similar to options on a security or other instrument 
except that, rather than settling by physical delivery of the underlying instrument, they settle by 
cash settlement, i.e., an option on an index gives the holder the right to receive, upon exercise of 
the option, an amount of cash if the closing level of the index upon which the option is based 
exceeds, in the case of a call, or is less than, in the case of a put, the exercise price of the option. 
This amount of cash is equal to the excess of the closing price of the index over the exercise 
price of the option, which also may be multiplied by a formula value. The seller of the option is 
obligated, in return for the premium received, to make delivery of this amount. The gain or loss 
on an option on an index depends on price movements in the instruments making up the market, 
market segment, industry or other composite on which the underlying index is based, rather than 
price movements in individual securities, as is the case with respect to options on securities.  
 

Because certain derivatives may be viewed as creating leverage, that is, the amount 
invested may be smaller than the full economic exposure of the derivative instrument and a Fund 
or Underlying Fund could lose more than it invested, federal securities laws, regulations and 
guidance may require a Fund or Underlying Fund to earmark assets to reduce the risks associated 
with derivatives or to otherwise hold instruments that offset the Fund’s obligations under the 
derivatives instrument. This process is known as “cover.” A Fund will not enter into any 
derivative transaction unless it can comply with SEC guidance regarding cover, and, if SEC 
guidance so requires, a Fund will earmark cash or liquid assets with a value sufficient to cover its 
obligations under a derivative transaction or otherwise “cover” the transaction in accordance 
with applicable SEC guidance. If a large portion of a Fund’s assets is used for cover, it could 
affect portfolio management or the Fund’s ability to meet redemption requests or other current 
obligations. The leverage involved in certain derivative transactions may result in a Fund’s net 
asset value being more sensitive to changes in the value of the related investment.  
 

F. Credit Default Swaps Products.  Each Fund other than the SMI Fund may invest 
in Underlying Funds that utilize credit default swaps (“CDS”). CDS are bilateral financial 
contacts that transfer the credit risk of a third party reference entity or group of entities from one 
party to another.  A buyer of a CDS receives credit protection or sheds credit risk, whereas the 
seller of a CDS is selling credit protection or assuming credit risk.  The seller typically receives a 
predetermined periodic payment from the other party in consideration for guaranteeing to make a 
specific payment to the buyer should the third party reference entity suffer a default event.  If a 
default event occurs, the seller would be required to pay the par value of a referenced debt 
obligation to the counterparty in exchange for a default debt obligation.  CDS are marked-to-
market daily based on the mean of bid and asked quotes as obtained from multiple dealers, and 
changes in value, as well as the accrual of the periodic coupon payments, are recorded as 
“unrealized gain or loss on credit default swap agreements.”  Gains or losses on swap agreements 
are realized upon termination of the swap contract and the periodic coupon payments.  In 
addition to being exposed to the credit risk of the underlying reference entity, CDS are subject to 
counterparty risk, market risk and interest rate risk.  CDS utilized by the Funds or Underlying 
Funds may not perform as expected or in a manner similar to the high-yield bond markets.  The 
respective Fund will enter into CDS only with counterparties that the Advisor reasonably 
believes are capable of performing under the CDS. 
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Credit default swap products provide an additional avenue by which to add value to the 
portfolio.  There are two primary products utilized in this space.  First, credit default swap index 
products offer a superior tool by which to attain broad market exposure in a risk-controlled and 
cost effective manner.  The three main products used include the investment grade index (125 
names), the high yield index (100 names) and the loan index (100 names).  Index products allow 
the respective Fund to attain broad exposure while significantly reducing idiosyncratic risk 
(company-specific risk).  As an example, a 5% position in the high yield index translates to 
0.05% exposure to each constituent company.  This avenue typically accounts for the majority 
trading volume in credit default swap products.  In general, the value of the credit default swap 
index product will go up or down in response to changes in the perceived credit risk and default 
experience of the basket of issuers, instead of the exchange of the stream of payments for the 
payment of the notional amount (if a Credit Event occurs) that is the substance of a single name 
credit default swap.  Second, single name credit default swaps are used to gain exposure to a 
particular company when it is more economically attractive than traditional bonds.  Moreover, a 
single name credit default swap provides an avenue by which to express a negative view of a 
company. 
 

G. Cash Equivalents.  Each Fund other than the SMI Fund may invest in 
Underlying Funds that invest in cash and high-quality short-term fixed-income securities.  All 
money market instruments can change in value when interest rates or an issuer’s 
creditworthiness change dramatically.  These short-term fixed-income securities are described 
below:  

 
1. Repurchase Agreements.  Repurchase agreements are agreements by 

which the Funds purchase a security and obtain a simultaneous commitment from the seller to 
repurchase the security at an agreed upon price and date.  The resale price is in excess of the 
purchase price and reflects an agreed upon market rate unrelated to the coupon rate on the 
purchased security.  Repurchase agreements must be fully collateralized and can be entered into 
only with well-established banks and broker-dealers that have been deemed creditworthy by the 
Advisor. Repurchase transactions are intended to be short-term transactions, usually with the 
seller repurchasing the securities within seven days.  Repurchase agreements that mature in more 
than seven days are subject to the Funds’ limit on illiquid securities.  When the respective Fund 
enters into a repurchase agreement it may lose money if the other party defaults on its obligation 
and the respective Fund is delayed or prevented from disposing of the collateral.  The Funds also 
might incur a loss if the value of the collateral declines, and it might incur costs in selling the 
collateral or asserting its legal rights under the agreement. If a defaulting seller filed for 
bankruptcy or became insolvent, disposition of collateral might be delayed pending court action. 

 
2. Bank Obligations.  Bank obligations include bankers’ acceptances, 

negotiable certificates of deposit and non-negotiable time deposits, including U.S. dollar-
denominated instruments issued or supported by the credit of U.S. or foreign banks or savings 
institutions.  Although each of the Funds other than the SMI Fund may invest in Underlying 
Funds that invest in money market obligations of foreign banks or foreign branches of U.S. 
banks only where the Advisor determines the instrument to present minimal credit risks, such 
investments may nevertheless entail risks that are different from those of investments in 
domestic obligations of U.S. banks due to differences in political, regulatory and economic 
systems and conditions.  All investments in bank obligations are limited to the obligations of 
financial institutions having more than $1 billion in total assets at the time of purchase, and 



15 

investments by the respective Fund in the obligations of foreign banks and foreign branches of 
U.S. banks will not exceed 10% of the respective Fund’s total assets at the time of purchase.  The 
Funds may also make interest-bearing savings deposits in commercial and savings banks in 
amounts not in excess of 10% of its net assets. 

 
3. Commercial Paper.  Each of the Funds other than the SMI Fund may 

invest in Underlying Funds that hold commercial paper.  Commercial paper will consist of issues 
rated at the time of investment as A-1 and/or P-1 by S&P, Moody’s or similar rating by another 
nationally recognized rating agency.  In addition, the Funds may acquire unrated commercial 
paper and corporate bonds that are determined by the Advisor at the time of purchase to be of 
comparable quality to rated instruments that may be acquired by the respective Fund as 
previously described. 

 
4. Investment Company Securities.  (See A Above).  Each Fund may invest 

in Underlying Funds such as money market funds and short-term bond funds.   
 

H. Preferred and Other Hybrid Securities.  Each Fund other than the SMI Fund 
may invest in Underlying Funds that invest in preferred and other hybrid securities.  Hybrids are 
instruments that combine features of corporate debt securities and preferred stock. They may 
have perpetual (“replacement language” requiring the issuer to replace the security at maturity 
making the security perpetual) or long-dated (a minimum of 30 years but usually longer than 60 
years) maturities (maturing at face value). They may make periodic fixed or variable interest 
payments (generally quarterly) and may allow the issuer to defer (cumulative issues) or skip 
(non-cumulative issues) interest payments for up to 10 years without being in default. Hybrids 
are junior in the capital structure (above common stock and preferred equity but below all debt, 
including trust preferreds). Hybrid issuers are primarily banks and insurance companies. 
 

Trust preferreds (or capital securities) which are created when a holding company issues 
a junior subordinated note that is purchased by an off-balance sheet trust entity. The trust entity 
(usually wholly-guaranteed by the holding company) then issues participation shares (or capital 
securities) in itself. Capital securities are generally allowed to defer interest (cumulative), have a 
final maturity, and are not convertible to preferred stock. 
 

I. Foreign Currency Securities.  Each Fund other than the SMI Fund may invest in 
Underlying Funds that invest in forward foreign currency exchange contracts. The Underlying 
Funds may engage in foreign currency exchange transactions. The value of the respective Fund’s 
portfolio securities that are invested in non-U.S. dollar denominated instruments as measured in 
U.S. dollars may be affected favorably or unfavorably by changes in foreign currency exchange 
rates, and the respective Fund may incur costs in connection with conversions between various 
currencies. The Funds will conduct its foreign currency exchange transactions either on a spot 
(i.e., cash) basis at the spot rate prevailing in the foreign currency exchange market, or through 
forward contracts to purchase or sell foreign currencies. A forward foreign currency exchange 
contract involves an obligation to purchase or sell a specific currency at a future date, which may 
be any fixed number of days from the date of the contract agreed upon by the parties, at a price 
set at the time of the contract. These contracts are traded directly between currency traders 
(usually large commercial banks) and their customers.  
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When an Underlying Fund enters into a contract for the purchase or sale of a security 
denominated in a foreign currency, it may desire to establish the cost or proceeds relative to 
another currency. The forward contract may be denominated in U.S. dollars or may be a “cross-
currency” contract where the forward contract is denominated in a currency other than U.S. 
dollars. However, this tends to limit potential gains which might result from a positive change in 
such currency relationships. 

 
The forecasting of a short-term currency market movement is extremely difficult and the 

successful execution of a short-term hedging strategy is highly uncertain. The Funds may enter 
into such forward contracts if, as a result, not more than 10% of the value of its total assets 
would be committed to such contracts. Under normal circumstances, consideration of the 
prospect for currency parities will be incorporated into the longer-term investment decisions 
made with regard to overall diversification strategies. However, the Trustees believe that it is 
important to have the flexibility to enter into forward contracts when the Advisor determines it to 
be in the best interests of the respective Fund.  

 
Generally, the Underlying Funds will not enter into a forward foreign currency exchange 

contract with a term of greater than 180 days. At the maturity of the contract, the respective Fund 
may either sell the portfolio security and make delivery of the foreign currency, or may retain the 
security and terminate the obligation to deliver the foreign currency by purchasing an 
“offsetting” forward contract with the same currency trader obligating the respective Fund to 
purchase, on the same maturity date, the same amount of the foreign currency. 
 

It is impossible to forecast with absolute precision the market value of portfolio securities 
at the expiration of the contract. Accordingly, it may be necessary for the respective Fund to 
purchase additional foreign currency on the spot market (and bear the expense of such purchase) 
if the market value of the security is less than the amount of foreign currency the respective Fund 
is obligated to deliver and if a decision is made to sell the security and make delivery of the 
foreign currency. Conversely, it may be necessary to sell on the spot market some of the foreign 
currency received upon the sale of the portfolio security if its market value exceeds the amount 
of foreign currency the respective Fund is obligated to deliver. 

 
If the respective Fund retains the portfolio security and engages in an offsetting 

transaction, the respective Fund will incur a gain or a loss (as described below) to the extent that 
there has been movement in forward contract prices. If the respective Fund engages in an 
offsetting transaction, it may subsequently enter into a new forward contract to sell the foreign 
currency. Should forward prices decline during the period between entering into a forward 
contract for the sale of a foreign currency and the date a Fund enters into an offsetting contract 
for the purchase of the foreign currency, the respective Fund will realize a gain to the extent the 
price of the currency the respective Fund has agreed to sell exceeds the price of the currency it 
has agreed to purchase. Should forward prices increase, the respective Fund will suffer a loss to 
the extent the price of the currency the respective Fund has agreed to purchase exceeds the price 
of the currency the respective Fund has agreed to sell. 

 
The Funds’ dealings in forward foreign currency exchange contracts will be limited to the 

transactions described above. None of the Funds are required to enter into such transactions with 
regard to its foreign currency-denominated securities and will not do so unless deemed 
appropriate by the Advisor. It should also be realized that this method of protecting the value of 
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the respective Fund’s portfolio securities against a decline in the value of a currency does not 
eliminate fluctuations in the underlying prices of the securities held by the respective Fund. It 
simply establishes a rate of exchange which one can achieve at some future point in time. 
Additionally, although such contracts tend to minimize the risk of loss due to a decline in the 
value of the hedged currency, at the same time, they tend to limit any potential gain which might 
result should the value of such currency increase. 
 

J. Real Estate Securities. Each of the Funds other than the SMI Fund that invest in 
Underlying Funds investing in real estate securities will be subject to risks similar to those 
associated with the direct ownership of real estate, including: i) declines in the value of real 
estate, ii) risks related to general and local economic conditions, iii) dependency on management 
skill, iv) heavy cash flow dependency, v) possible lack of availability of mortgage funds, vi) 
overbuilding, vii) extended vacancies of properties, viii) increased competition, ix) increases in 
property taxes and operating expenses, x) changes in zoning laws, xi) losses due to costs 
resulting from the clean-up of environmental problems, xii) liability to third parties for damages 
resulting from environmental problems, xiii) casualty or condemnation losses, xiv) limitations on 
rents, xv) changes in neighborhood values and the appeal of properties to tenants, xvi) changes in 
interest rates and tax laws. 
 

Investing in Real Estate Industries Companies. Investors also will be subject to certain 
risks associated with Real Estate Industries Companies. For example, the value of an investment 
in Real Estate Industries Companies that directly own real property may be affected by changes 
in the value of that property, while Real Estate Industries Companies that invest in mortgages 
and other debt instruments related to real estate may be affected by the quality of any credit 
extended. Credit risk is the possibility that an issuer will default on a security by failing to pay 
interest or principal when due. If this happens, the Fund could lose money. Real Estate Industries 
Companies depend on management skills and generally may not be diversified. These Real 
Estate Industries Companies also are dependent on the income generated by the underlying 
properties to meet operating expenses, and they are subject to borrower default and to self-
liquidation. In addition, some REITs possibly could fail to qualify for tax-free pass-through of 
income or to maintain their exemptions from registration under the 1940 Act. 
  

The above factors also may adversely affect a borrower’s or a lessee’s ability to meet its 
obligations to the REIT. In the event of a default by a borrower or lessee, the REIT may 
experience delays in enforcing its rights as a mortgagee or lessor and may incur substantial costs 
associated with protecting its investments. 
 

REITs, particularly REITs that invest in mortgages, are subject to interest rate risk. When 
interest rates decline, the value of a REIT’s investment in fixed-rate obligations can be expected 
to rise. Conversely, when interest rates rise, the value of a REIT’s investment in fixed-rate 
obligations can be expected to decline. In contrast, as interest rates on adjustable-rate mortgage 
loans are reset periodically, yields on a REIT’s investments in such loans gradually will align 
themselves to reflect changes in market interest rates. This causes the value of these investments 
to fluctuate less dramatically in response to interest rate fluctuations than investments in fixed-
rate obligations. 

 
K. Illiquid Securities.  Each Fund may invest up to 15% of its net assets in illiquid 

securities.  Certain illiquid securities may require pricing at fair value as determined in good faith 
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under the supervision of the Board of Trustees.  A Fund may be subject to significant delays in 
disposing of illiquid securities, and transactions in illiquid securities may entail registration 
expenses and other transaction costs that are higher than those for transactions in liquid 
securities.  The term “illiquid securities” for this purpose means securities that cannot be 
disposed of within seven days in the ordinary course of business at approximately the amount at 
which the Fund has valued the securities.  Restricted securities, i.e., securities subject to legal or 
contractual restrictions on resale, may be illiquid.  However, some restricted securities (such as 
securities issued pursuant to Rule 144A under the Securities Act of 1933 and certain commercial 
paper) may be treated as liquid, although they may be less liquid than registered securities traded 
on established secondary markets.  
 

L. Futures Contracts.   Each Fund other than the SMI Fund may invest in 
Underlying Funds that may purchase and sell futures contracts to hedge against changes in 
prices. The Underlying Funds may utilize Treasury futures to hedge against interest rate risk and 
inflation risk.   
 
 The Underlying Funds may engage in futures transactions for speculative or hedging 
purposes. The Funds may also write call options and purchase put options on futures contracts as 
a hedge to attempt to protect securities in its portfolio against decreases in value. When the 
Funds write a call option on a futures contract, it is undertaking the obligation of selling a futures 
contract at a fixed price at any time during a specified period if the option is exercised. 
Conversely, as purchaser of a put option on a futures contract, the Funds are entitled (but not 
obligated) to sell a futures contract at the fixed price during the life of the option.  
 

When the Underlying Funds purchase futures contracts, an amount of cash and cash 
equivalents equal to the underlying commodity value of the futures contracts (less any related 
margin deposits) will be segregated on the books and records of the Funds to collateralize the 
position and thereby insure that the use of such futures contract is unleveraged. When the Funds 
sell futures contracts or related option contracts, it will either own or have the right to receive the 
underlying future or security, or will make deposits to collateralize the position as discussed 
above. When the Funds use futures and options on futures as hedging devices, there is a risk that 
the prices of the securities subject to the futures contracts may not correlate perfectly with the 
prices of the securities in the Funds’ portfolio. This may cause the futures contract and any 
related options to react differently than the portfolio securities to market changes. In addition, the 
Advisor could be incorrect in its expectations about the direction or extent of market factors such 
as stock price movements. In these events, the Funds may lose money on the futures contract or 
option. It is not certain that a secondary market for positions in futures contracts or for options 
will exist at all times. Although the Advisor will consider liquidity before entering into these 
transactions, there is no assurance that a liquid secondary market on an exchange or otherwise 
will exist for any particular futures contract or option at any particular time. The Funds’ ability to 
establish and close out futures and options positions depends on this secondary market. These 
Funds are being operated by an investment adviser that has claimed an exemption from 
registration with the Commodity Futures Trading Commission as a commodity pool operator 
under the Commodity Exchange Act, and therefore the investment adviser is not subject to 
registration or regulation as a commodity pool operator under that Act.  This claim of exemption 
from registration as a commodity pool operator is pursuant to Rule 4.5 promulgated under the 
Commodity Exchange Act.  Specifically, in accordance with the requirements of Rule 4.5(b)(1), 
the Fund will limit its use of commodity futures contracts and commodity options contracts to no 
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more than (i) five percent (5%) of the Fund’s liquidation value being committed as aggregate 
initial premium or margin for such contracts or (ii) one hundred percent (100%) of the Fund’s 
liquidation value in aggregate net notional value of commodity futures, commodity options and 
swaps positions. 

 
INVESTMENT LIMITATIONS 
 
 A. Fundamental. The investment limitations described below have been adopted by 
the Trust with respect to the Funds and are fundamental (“Fundamental”), i.e., they may not be 
changed without the affirmative vote of a majority of the outstanding shares of a Fund. As used 
in the prospectus and this SAI, the term “majority of the outstanding shares” of a Fund means the 
lesser of (1) 67% or more of the outstanding shares of the Fund present at a meeting, if the 
holders of more than 50% of the outstanding shares of the Fund are present or represented at 
such meeting; or (2) more than 50% of the outstanding shares of the Fund. Other investment 
practices which may be changed by the Board of Trustees without the approval of shareholders 
to the extent permitted by applicable law, regulation or regulatory policy are considered non-
fundamental (“Non-Fundamental”). 
 

1. Borrowing Money. The Funds will not borrow money, except (a) from a 
bank, provided that immediately after such borrowing there is an asset coverage of 300% for all 
borrowings of a Fund; or (b) from a bank or other persons for temporary purposes only, provided 
that such temporary borrowings are in an amount not exceeding 5% of a Fund’s total assets at the 
time when the borrowing is made. This limitation does not preclude a Fund from entering into 
reverse repurchase transactions, provided that the Fund has asset coverage of 300% for all 
borrowings and repurchase commitments of the Fund pursuant to reverse repurchase 
transactions. 
 

2. Senior Securities. The Funds will not issue senior securities. This 
limitation is not applicable to activities that may be deemed to involve the issuance or sale of a 
senior security by a Fund, provided that the Fund’s engagement in such activities is consistent 
with or permitted by the 1940 Act, the rules and regulations promulgated thereunder or 
interpretations of the Securities and Exchange Commission (“SEC”) or its staff. 
 
  3. Underwriting. The Funds will not act as underwriter of securities issued 
by other persons. This limitation is not applicable to the extent that, in connection with the 
disposition of portfolio securities (including restricted securities), a Fund may be deemed an 
underwriter under certain federal securities laws. 
 
  4. Real Estate. The SMI Fund, SMI Conservative Allocation Fund, and SMI 
50/40/10 Fund will not purchase or sell real estate. This limitation is not applicable to 
investments in marketable securities which are secured by or represent interests in real estate. 
This limitation does not preclude a Fund from investing in mortgage-related securities or 
investing in companies engaged in the real estate business or that have a significant portion of 
their assets in real estate (including real estate investment trusts). 
 
  The SMI Dynamic Allocation Fund may not purchase or sell real estate unless 
acquired as a result of ownership of securities or other instruments (but this shall not prevent the 
Fund from investing in securities or other investment companies backed by real estate (e.g., 
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REITS) or securities of companies engaged in the real estate business, including publicly traded 
partnerships). 
 
  5. Commodities. The SMI Fund and SMI Conservative Allocation Fund will 
not purchase or sell commodities unless acquired as a result of ownership of securities or other 
investments. This limitation does not preclude a Fund from purchasing or selling options or 
futures contracts, from investing in securities or other instruments backed by commodities or 
from investing in companies which are engaged in a commodities business or have a significant 
portion of their assets in commodities. 
 
  The SMI Dynamic Allocation Fund and SMI 50/40/10 Fund will not purchase or 
sell commodities unless acquired as a result of ownership of securities or other investments.  
This limitation does not preclude the Fund from purchasing or selling options or futures 
contracts, from investing in securities or other instruments backed by commodities, including 
interest in exchange traded grantor trusts, or from investing in companies which are engaged in a 
commodities business or have a significant portion of their assets in commodities.   
 
  6. Loans. The Funds will not make loans to other persons, except (a) by 
loaning portfolio securities, (b) by engaging in repurchase agreements, or (c) by purchasing 
nonpublicly offered debt securities. For purposes of this limitation, the term “loans” shall not 
include the purchase of a portion of an issue of publicly distributed bonds, debentures or other 
securities. 
 
  7. Concentration. Each of the SMI Fund, SMI Dynamic Allocation Fund 
and SMI Conservative Allocation Fund will not invest 25% or more of its total assets in a 
particular industry (other than investment companies). This limitation is not applicable to 
investments in obligations issued or guaranteed by the U.S. government, its agencies and 
instrumentalities or repurchase agreements with respect thereto. 
 
 The SMI 50/40/10 Fund will not invest 25% or more of its net assets in a particular 
industry (other than investment companies).  This limitation is not applicable to investments in 
obligations issued or guaranteed by the U.S. government, its agencies and instrumentalities or 
repurchase agreements with respect thereto.   
 
  8. Diversification. With respect to 75% of their total assets, each of the SMI 
Fund, SMI Dynamic Allocation Fund and SMI Conservative Allocation Fund will not purchase 
securities issued by any one issuer (other than cash, cash items, or securities issued or guaranteed 
by the government of the United States or its agencies or instrumentalities) if, as a result at the 
time of such purchase, more than 5% of the value of the Fund’s total assets would be invested in 
the securities of that issuer, or if it would own more than 10% of the outstanding voting 
securities of that issuer.  
 
 In regard to the SMI 50/40/10 Fund, with respect to 75% of its total assets, the Fund will 
not purchase securities issued by any one issuer (other than cash, cash items, securities of other 
investment companies, or securities issued by the government of the United States or its agencies 
or instrumentalities) if, as a result at the time of such purchase, more than 5% of the value of the 
Fund’s total assets would be invested in the securities of that issuer, or if it would own more than 
10% of the outstanding voting securities of that issuer.   
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With respect to the percentages adopted by the Trust as maximum limitations on each 

Fund’s investment policies and limitations, an excess above the fixed percentage will not be a 
violation of the policy or limitation unless the excess results immediately and directly from the 
acquisition of any security or the action taken. This paragraph does not apply to the borrowing 
policy set forth in paragraph 1 above. 
 

Notwithstanding any of the foregoing limitations, any investment company, whether 
organized as a trust, association or corporation, or a personal holding company, may be merged 
or consolidated with or acquired by the Trust, provided that if such merger, consolidation or 
acquisition results in an investment in the securities of any issuer prohibited by said paragraphs, 
the Trust shall, within ninety days after the consummation of such merger, consolidation or 
acquisition, dispose of all of the securities of such issuer so acquired or such portion thereof as 
shall bring the total investment therein within the limitations imposed by said paragraphs above 
as of the date of consummation. 
 

B. Non-Fundamental. The following limitations have been adopted by the Trust with 
respect to the Funds and are Non-Fundamental (see “Investment Limitations - Fundamental” 
above). 
 
 1. Pledging. Each Fund will not mortgage, pledge, hypothecate or in any 
manner transfer, as security for indebtedness, any assets of the Fund except as may be necessary 
in connection with borrowings described in Fundamental limitation (1) above. Margin deposits, 
security interests, liens and collateral arrangements with respect to transactions involving 
options, futures contracts, short sales and other permitted investments and techniques are not 
deemed to be a mortgage, pledge or hypothecation of assets for purposes of this limitation. 
 
 2. Margin Purchases. Each Fund will not purchase securities or evidences 
of interest thereon on “margin.” This limitation is not applicable to short-term credit obtained by 
a Fund for the clearance of purchases and sales or redemption of securities, or to arrangements 
with respect to transactions involving options, futures contracts, short sales and other permitted 
investments and techniques. 
 
 3. Illiquid Securities. Each Fund will not invest more than 15% of its net 
assets in securities that are illiquid or restricted at the time of purchase.  
 
 4. Loans of Portfolio Securities. The Funds will not make loans of portfolio 
securities. 
 
INVESTMENT ADVISER  
 
 The Advisor is SMI Advisory Services, LLC, 411 6th St., Columbus, IN 47201. The 
Advisor is a joint venture between Omnium Investment Company, LLC, and Marathon Partners, 
LLC. Omnium Investment Company was formed in 2005 and is managed by Anthony Ayers and 
Eric Collier. Marathon Partners was formed in 2005 by Austin Pryor, Mark Biller and the other 
senior personnel of Sound Mind Investing, a Christian non-denominational financial newsletter. 
Austin Pryor is the majority owner of Sound Mind Investing, LLC, and Mark Biller serves as 
Executive Editor of the Sound Mind Investing newsletter and online services. The Sound Mind 
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Investing newsletter was first published in 1990. The newsletter provides investment 
recommendations to thousands of subscribers using a variety of investment strategies, including 
the Fund Upgrading, Bond Upgrading, Sector Rotation, and Dynamic Allocation strategies used 
to manage the Funds.  
 
 Under the terms of the investment advisory agreement with respect to each Fund (the 
“Advisory Agreements”), the Advisor is responsible for managing each Fund’s investments. As 
compensation for its management services, each Fund is obligated to pay the Advisor a fee based 
on the Fund’s average daily net assets as follows:  
  

Fund Assets 
 

Sound Mind 
Investing Fund  

SMI Conservative 
Allocation Fund 

SMI Dynamic  
Allocation Fund 

SMI 50/40/10 
Fund 

$1 - $100 million 1.00% 0.90% 1.00% 1.00% 
$100,000,001 - $250 
million 

1.00% 0.80% 1.00% 1.00% 

$250,000,001 - $500 
million 

0.90% 0.70% 0.90% 0.90% 

Over $500 million 0.80% 0.60% 0.80% 0.80% 
 
 The Advisor has contractually agreed to waive its management fee and/or reimburse 
certain Fund operating expenses of each Fund, but only to the extent necessary so that net 
operating expenses, (excluding interest, taxes, brokerage commissions, other expenses which are 
capitalized in accordance with generally accepted accounting principles, extraordinary expenses, 
dividend expense on short sales, 12b-1 fees, and acquired fund fees and expenses), with respect 
to the SMI Fund do not exceed 1.50% of the SMI Fund’s average daily net assets, with respect to 
the SMI Conservative Allocation Fund do not exceed 1.15% of the SMI Conservative Allocation 
Fund’s average daily net assets, with respect to the SMI Dynamic Allocation Fund do not exceed 
1.45% of the SMI Dynamic Allocation Fund’s average daily net assets, and with respect to the 
SMI 50/40/10 Fund do not exceed 1.45% of the SMI 50/40/10 Fund’s average daily net assets.   
The contractual arrangement for each Fund is in effect through February 28, 2019. Each waiver 
or reimbursement by the Advisor is subject to repayment by the applicable Fund (and the 
Predecessor Fund) within the three fiscal years following the fiscal year in which the 
reimbursement or expense was incurred; provided that the Fund is able to make the repayment 
without exceeding the expense limitation in place at the time of the waiver or reimbursement. 
The Advisor is also entitled to recoupment for related to fees waived and/or expenses reimbursed 
with respect to the Funds. 
 
 The following table describes the advisory fees paid to the Advisor by the Funds during 
the fiscal periods indicated. 
 

Fund Fiscal Year Ended Advisory Fees 
Accrued 

Total Expenses 
Reimbursed and/or 

Fees Waived 

Net Advisory 
Fees Paid  

Sound Mind Investing 
Fund October 31, 2015 $2,550,393 $0 $2,550,393 
 October 31, 2016 $2,071,995 $0 $2,071,995 
 October 31, 2017 $1,971,157 $0 $1,971,157 
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SMI Conservative 
Allocation Fund October 31, 2015 $243,296 $88,520 $154,776 
 October 31, 2016 $177,909 $69,388 $108,521 
 October 31, 2017 $144,562 $59,711 $84,851 
SMI Dynamic 
Allocation Fund October 31, 2015 $1,919,501 $0 $1,919,501 
 October 31, 2016 $1,875,182 $0 $1,875,182 
 October 31, 2017 $1,639,954 $0 $1,639,954 
SMI 50/40/10 Fund October 31, 20151 $44,599 $54,878 $(10,279) 
 October 31, 2016 $168,695 $52,177 $116,518 
 October 31, 2017 $191,808 $20,157 $171,651 
1For the period April 29, 2015 to October 31, 2015. 
 
 Each Advisory Agreement will continue in effect from year to year only if such 
continuance is specifically approved at least annually by the Board or by vote of a majority of 
the applicable Fund’s outstanding voting securities and by a majority of the Trustees who are not 
parties to the Advisory Agreement or interested persons of any such party, at a meeting called for 
the purpose of voting on such Advisory Agreement.  Each Advisory Agreement provides that the 
Advisor under such agreement shall not be liable for any error of judgment or mistake of law or 
for any loss arising out of any investment or for any act or omission in the execution of portfolio 
transactions for the Fund, except for willful misfeasance, bad faith or negligence in the 
performance of its duties, or by reason of reckless disregard of its obligations and duties 
thereunder. The Advisor retains the right to use the name Sound Mind Investing in connection 
with another investment company or business enterprise with which the Advisor is or may 
become associated. A Fund’s right to use the name Sound Mind Investing automatically ceases 
90 days after termination of its Agreement and may be withdrawn by the Advisor on 90 days 
written notice. 
 

The Advisor, not the Funds, may pay certain financial institutions (which may include 
banks, broker-dealers and other industry professionals) a fee for providing distribution related 
services and/or for performing certain administrative servicing functions for Fund shareholders 
to the extent these institutions are allowed to do so by applicable statute, rule or regulation. 
These financial institutions may charge their customers fees for offering these services to the 
extent permitted by applicable regulatory authorities, and the overall return to those shareholders 
availing themselves of the bank services will be lower than to those shareholders who do not. 
Each Fund may from time to time purchase securities issued by financial institutions that provide 
such services; however, in selecting investments for the Funds, no preference will be shown for 
such securities. 

 
About the Portfolio Managers 
 
 The Advisor’s investment team is jointly and primarily responsible for the day-to-day 
management of the Funds. Eric Collier, Anthony Ayers and Mark Biller (each a “Portfolio 
Manager,” or collectively, the “Portfolio Managers”) comprise the Advisor’s investment team.  
 

Management of Other Accounts.  As of October 31, 2017, each of the Portfolio Managers 
was responsible for managing the following types of accounts, in addition to the Funds: 
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Eric Collier, Anthony Ayers, and Mark Biller 
 Number of Accounts Assets Under Management (in 

millions) 

Account Type Total Subject to a 
Performance Fee 

Total Subject to a 
Performance Fee 

Registered Investment 
Companies 

0 N/A N/A N/A 

Other Pooled Investment 
Vehicles 

0 N/A N/A N/A 

Other Accounts 44 0 $27 Million $0 
 

Compensation.  The Portfolio Managers do not receive a salary or other compensation 
from the Advisor, but share in the Advisor’s profits based upon their indirect respective 
ownership of the Advisor. Mr. Biller shares in any profits of the Advisor indirectly through his 
ownership of Marathon Partners, LLC, while Mr. Collier and Mr. Ayers indirectly share in any 
profits of the Advisor through their indirect ownership of Omnium Investment Company, LLC 
via their ownership of the parent company, Omnium Capital, LLC. The Advisor is a joint venture 
between Marathon Partners and Omnium Investment Company. 
 
 The Portfolio Managers receive compensation from other sources, as described below. 
For his duties as Executive Editor of the Sound Mind Investing newsletter, Mr. Biller receives a 
fixed annual salary.  
 
 Mr. Collier and Mr. Ayers each receive a salary from Omnium Management Company, 
the managing company for Omnium Capital, LLC.  Omnium Capital is the parent company of 
the co-owner of the Advisor, Omnium Investment Company.  In addition, as part owners of 
Omnium Capital, they share in its net profits, which are allocated based upon each person’s 
ownership interest.  
 
 In his role as Executive Editor of the Sound Mind Investing Newsletter, Mr. Biller 
recommends Fund Upgrading, Bond Upgrading, Dynamic Allocation, and Sector Rotation 
investment strategies that are similar to the strategies used to manage a significant portion of 
each Fund’s assets.  Each Fund’s underlying investments may change frequently, because its 
portfolio is monitored daily, while the Newsletter is only published monthly. This means that 
Mr. Biller’s recommendations to newsletter subscribers and his purchases and sales on behalf of 
the Funds with respect to the portion managed using each of these four strategies may not be the 
same. The Funds may invest in certain mutual funds, ETFs and other securities before the 
recommendations to invest in those funds are disseminated to newsletter subscribers. 
 
 In their roles as portfolio managers of the Advisor’s separately managed accounts 
(“SMAs”), the managers recommend Bond Upgrading, Dynamic Allocation, and Sector Rotation 
investment strategies and the managers can also be instructed by clients to use Fund Upgrading 
in the SMAs.  Due to the difficulties associated with implementing Fund Upgrading in an SMA, 
for assets less than $500,000, the SMI Fund will be used in SMAs to achieve exposure to Fund 
Upgrading.  For amounts over $500,000, underlying securities will be used to implement the 
Fund Upgrading strategy.  Although these four strategies are used in the SMAs, in some 
instances the SMAs will use different securities than those used by the Funds in obtaining 
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exposure to a particular sector or asset class.  When the same securities are traded in both the 
SMAs and the Funds, the Advisor has a fixed structure in place which ensures that neither SMAs 
nor the Funds are given preferential treatment regarding which group trades first.  
 
 Each Portfolio Manager may engage in portfolio management activities for his own 
personal account(s) and/or the accounts of family members for no compensation.   
 
 As of October 31, 2017, the Portfolio Managers owned shares of each Fund in the 
following ranges:   
  

Portfolio 
 Manager 

Sound Mind 
Investing Fund 

SMI Conservative 
Allocation Fund 

SMI Dynamic 
Allocation Fund 

SMI 50/40/10 
Fund 

Eric Collier  $10,001 - $50,000 $10,001 - $50,000 $10,001 - $50,000 $10,001 - $50,000 
Anthony Ayers  $1 - $10,000 None $1 - $10,000 None 

Mark Biller $100,001 - $500,000 None $100,001 - $500,000 None 
 
TRUSTEES AND OFFICERS 
 

The Board of Trustees supervises the business activities of the Trust and is responsible 
for protecting the interests of shareholders. The Chairman of the Board of Trustees is R. Jeffrey 
Young, who is an “interested person” of the Trust, as that term is defined under the 1940 
Act.  The Board of Trustees does not have a Trustee, who is not an “interested person” of the 
Trust (“Independent Trustee”), as that term is defined under the 1940 Act, designated as a lead 
Independent Trustee.   The Board of Trustees has considered the overall leadership structure of 
the Trust and has established committees designed to facilitate the governance of the Trust by the 
Trustees generally and the Board’s role with respect to risk oversight specifically.  The Trust’s 
committees are responsible for certain aspects of risk oversight relating to financial statements, 
the valuation of the Trust’s assets, and compliance matters.  The Board of Trustees also has 
frequent interaction with the service providers and Chief Compliance Officer of the Trust with 
respect to risk oversight matters.   The Trust’s Chief Compliance Officer (the “CCO”) reports 
directly to the Board generally with respect to the CCO’s role in managing the compliance risks 
of the Trust.  The CCO may also report directly to a particular committee of the Board depending 
on the subject matter.  The Trust’s principal financial officer reports to the Audit Committee of 
the Board on all financial matters affecting the Trust, including risks associated with financial 
reporting.  Through the committee structure, the Trustees also interact with other officers and 
service providers of the Trust to monitor risks related to the Trust’s operations.   The Trust has 
determined that its leadership structure is appropriate based on the size of the Trust, the Board of 
Trustees’ current responsibilities, each Trustee’s ability to participate in the oversight of the 
Trust and committee transparency. 
  

The Trustees are experienced businesspersons who meet throughout the year to oversee 
the Trust’s activities, review contractual arrangements with companies that provide services to 
the Fund and review performance.  Each Trustee serves as a trustee until termination of the Trust 
unless the Trustee dies, resigns, retires or is removed. 
  

The following table provides information regarding each of the Independent Trustees. 
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Name, Address*, Age, 
Position with Trust**, 
Term of Position with 
Trust 

Principal Occupation During Past 5 
Years and Other Directorships 

Other Directorships 

Ira P. Cohen, 58 
Independent Trustee 
Since June 2010 

Current:  Independent financial services 
consultant (since February 2005); 
Executive Vice President of Asset 
Management Services, Recognos Financial 
(since August 2015). 

Trustee, Chairman, and 
Nominating and 
Governance Committee 
Chairman, Angel Oak 
Strategic Credit Fund 
(since December 2017); 
Trustee, Griffin 
Institutional Access 
Credit Fund (since 
January 2017); Trustee 
and Audit Committee 
Chairman, Griffin 
Institutional Real Estate 
Access Fund (since May 
2014); Trustee, Angel 
Oak Funds Trust (since 
October 2014); Chairman  
(since April 2017). 

Andrea N. Mullins, 50 
Independent Trustee 
Since December 2013 
 
Chairperson since 
March 2017 

Current:  Private investor; Independent 
Contractor, SWM Advisors (since April 
2014). 

None. 

* The address for each trustee and officer is 225 Pictoria Dr., Suite 450, Cincinnati, Ohio 45246. 
** As of the date of this SAI, the Trust consists of 13 series. 
 

The following table provides information regarding the Trustee who is considered an 
“interested person” of the Trust, as that term is defined under the 1940 Act.  Based on the 
experience of the Trustee, the Trust concluded that the individual described below should serve 
as a Trustee.  

 
Name, Address*, 
Age, Position with 
Trust**, Term of 
Position with Trust 

Principal Occupation During Past 5 
Years  

Other Directorships 

Mark J. Seger, 56 
Trustee Since March 
2017 
 
 

Current:  President, Managing Director, 
and Co-Founder, Ultimus Fund Solutions, 
LLC (since 1999); Treasurer and Managing 
Director, Ultimus Fund Distributors, LLC 
(since 1999); President and Managing 
Director, Ultimus Asset Services, LLC 

None. 
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(since 2016)  
* The address for each trustee and officer is 225 Pictoria Dr., Suite 450, Cincinnati, Ohio 45246. 
** As of the date of this SAI, the Trust consists of 13 series. 
 

The Trust’s committees are responsible for certain aspects of risk oversight relating to 
financial statements, the valuation of the Trust’s assets, and compliance and governance matters.  
The Board of Trustees currently has established three standing committees: the Audit 
Committee; the Pricing Committee; and the Governance and Nominating Committee.  
 

The Trust’s Audit Committee consists of the Independent Trustees.   The Audit 
Committee is responsible for overseeing each Fund’s accounting and financial reporting policies 
and practices, its internal controls and, as appropriate, the internal controls of certain service 
providers; overseeing the quality and objectivity of the Fund’s financial statements and the 
independent audit of the financial statements; and acting as a liaison between the Fund’s 
independent auditors and the full Board of Trustees.   During the 2017 calendar year, the Audit 
Committee met five times.  

 
 The Pricing Committee of the Board of Trustees is responsible for reviewing and 
approving the Funds’ fair valuation determinations, if any.  The members of the Pricing 
Committee are all of the Trustees, except that any one member of the Pricing Committee 
constitutes a quorum for purposes of reviewing and approving a fair value.  During the 2017 
calendar year, the Pricing Committee met four times.  

 
The Governance and Nominating Committee consists of the Independent Trustees and 

oversees general Trust governance-related matters. The Governance and Nominating 
Committee’s purposes, duties and powers are set forth in its written charter, which is included in 
Exhibit C – the charter also describes the process by which shareholders of the Trust may make 
nominations.  During the 2017 calendar year, the Governance and Nominating Committee met 
three times.  

 
Trustee Qualifications  
 
 Generally, no one factor was decisive in the original selection of an individual to join the 
Board.  Among the factors the Board considered when concluding that an individual should 
serve on the Board were the following:  (1) the individual’s business and professional experience 
and accomplishments; (2) the individual’s ability to work effectively with the other members of 
the Board; and (3) how the individual’s skills, experience and attributes would contribute to an 
appropriate mix of relevant skills and experience on the Board.  In respect of each Trustee, the 
individual’s substantial professional accomplishments and prior experience, including, in some 
cases, in fields related to the operations of the Trust, were a significant factor in the 
determination that the individual should serve as a Trustee of the Trust.  In addition to the 
information provided above, below is a summary of the specific experience, qualifications, 
attributes or skills of each Trustee and the reason why he was selected to serve as Trustee: 
 
Ira Cohen – Mr. Cohen has over 36 years of experience in the financial services industry, 
including in an executive management role.  He was selected to serve as Trustee of the Trust 
based primarily on his comprehensive understanding of the Trust’s operations and investments. 
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Andrea Mullins – Ms. Mullins has over 22 years of experience in the mutual fund industry, 
including experience in management, accounting and financial reporting. 
   
Mark J. Seger - Mr. Seger has over 30 years of experience in the financial services industry, 
including extensive experience in an executive management role with two different mutual fund 
servicing companies, including the Trust’s administrator.  Mr. Seger was selected to serve as 
Trustee of the Trust based primarily on his extensive knowledge of mutual fund operations, 
including the regulatory framework under which the Trust must operate.  
 

The following table provides information regarding the Officers of the Trust: 
Name, Address*, Age, 
Position with Trust**, 
Term of Position with 
Trust 

Principal Occupation During Past 5 
Years  

Other Directorships 

Bo J. Howell, 36 
Principal Executive 
Officer and President 
Since March 2017 
 
 

Current:  Vice President, Director of Fund 
Administration, Ultimus Fund Solutions, 
LLC (since 2014). 
 
Previous:  Counsel, Securities and Mutual 
Funds, Western & Southern Financial 
Group (2012 – 2014). 

None. 

Brandon R. Kipp, 34 
Chief Compliance 
Officer 
Since October 2017 

Current:  Senior Fund Compliance Officer, 
Ultimus Fund Solutions, LLC (since July 
2017). 
 
Previous:  Assistant Vice President and 
Compliance Manager, UMB Fund Services, 
Inc. (March 2014 to July 2017); Officer and 
Lead Fund Administrator, UMB Fund 
Services, Inc. (May 2012 to March 2014). 

None. 

Carol J. Highsmith, 53 
Vice President Since 
August 2008 
 
Secretary Since March 
2014 

Current:  Assistant Vice President, Ultimus 
Fund Solutions, LLC (since December 
2015). 
 
Previous:  Employed in various positions 
with Huntington Asset Services, Inc. (n/k/a 
Ultimus Asset Services, LLC) (November 
1994 to December 2015), most recently 
Vice President of Legal Administration 
(2005 to December 2015). 

None. 
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Name, Address*, Age, 
Position with Trust**, 
Term of Position with 
Trust 

Principal Occupation During Past 5 
Years  

Other Directorships 

Matthew J. Miller, 41 
Vice President Since 
December 2011 

Current: Assistant Vice President, 
Relationship Management, Ultimus Fund 
Solutions, LLC (since December 2015). 
 
Previous:  Employed in various positions 
with Huntington Asset Services, Inc. (n/k/a 
Ultimus Asset Services, LLC) (July 1998 to 
December 2015), most recently Vice 
President of Relationship Management 
(2005 to December 2015).  

None. 

Bryan W. Ashmus, 44 
Principal Financial 
Officer and Treasurer 
Since December 2013 

Current: Vice President and Director of 
Financial Administration, Ultimus Fund 
Solutions, LLC (since December 2015). 
 
Previous:  Vice President and Manager of 
Financial Administration, Huntington Asset 
Services, Inc. (n/k/a Ultimus Asset Services, 
LLC) (September 2013 to December 2015); 
Vice President, Fund Administration, Citi 
Fund Services Ohio, Inc. (from May 2005 to 
September 2013). 

None. 

Stephen L. Preston, 51 
AML Officer since June 
2017 

Current: Chief Compliance Officer, 
Ultimus Fund Solutions, LLC (since June 
2011); Chief Compliance Officer of Ultimus 
Fund Distributors, LLC (since June 2011). 

None. 

* The address for each trustee and officer is 225 Pictoria Dr., Suite 450 Cincinnati, Ohio 45246. 
** As of the date of this SAI, the Trust consists of 13 series. 
 

The table below shows for each Trustee, the amount of Fund equity securities 
beneficially owned by each Trustee, and the aggregate value of all investments in equity 
securities of the Funds of the Trust, as of December 31, 2017 and stated as one of the following 
ranges: A = None; B = $1-$10,000; C = $10,001-$50,000; D = $50,001-$100,000; and E = over 
$100,000. 

 
Name of Trustee Dollar Range of Equity 

Securities in the Funds 
Aggregate Dollar Range of Equity 

Securities in all Registered Investment 
Companies Overseen by the Trustees 
in Family of Investment Companies 

Non-Interested Trustees   
Ira P. Cohen A A 
Andrea N. Mullins A  A  
Interested Trustee   
Mark J. Seger  A  A  
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Compensation.  Set forth below are estimates of the annual compensation to be paid to 
the Trustees by the Fund on an individual basis and by the Trust on an aggregate basis.  Trustees’ 
fees and expenses are Trust expenses and the Fund incurs its pro rata share of expenses based on 
the number of existing series in the Trust.  As a result, the amount paid by the Fund will increase 
or decrease as series are added or removed from the Trust.  
 

Independent 
Trustees 

Aggregate 
Compensation 

from each Fund 

Pension or 
Retirement 

Benefits Accrued 
As Part of Fund 

Expenses 

Estimated 
Annual Benefits 

Upon Retirement 

Total 
Compensation 
from Trust* 

Ira P. Cohen**  $2,385 $0 $0 $31,000 
Andrea N. 
Mullins***  

$2,462 $0 $0 $32,000 

 
*As of the date of this SAI, the Trust consists of 13 series. Each series, including each of the Funds, pays a portion 
of the overall Independent Trustee compensation expenses, which is based on the total number of series in the Trust 
and the total assets of each series relative to the overall assets of the Trust. The amount for the Aggregate 
Compensation from each Fund may be higher or lower depending on the allocation over relative net assets of the 
series in the Trust. Each Independent Trustee receives base compensation of $30,000. Each Independent Trustee 
also receives additional compensation for serving as the chairperson of one or more of the Trust’s standing 
committees and for participating in special meetings of the Board. 
**For the fiscal year ended October 31, 2017, Mr. Ira Cohen received $10,566 from the Funds. 
***For the fiscal year ended October 31, 2017, Ms. Andrea N. Mullins received $10,860 from the Funds.  
 
CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES 
 
 The beneficial ownership, either directly or indirectly, of more than 25% of the voting 
securities of a fund creates a presumption of control of a fund, under Section 2(a) (9) of the 
Investment Company Act of 1940. As a controlling shareholder, each of these persons could 
control the outcome of any proposal submitted to the shareholders for approval, including 
changes to a Fund’s fundamental policies or the terms of the management agreement with the 
Advisor.  
 
 As of January 12, 2018, the following persons were deemed to be control persons or 
principal shareholders of the Funds:  
 

Name and Address % Ownership Type of Ownership 
Sound Mind Investing Fund  
National Financial Services Corp. 
200 Liberty St. 
World Financial Center 
New York, NY 10281 

25.27% Record 

Charles Schwab & Co. 
101 Montgomery St. 
San Francisco, CA 94104 

16.21% Record 

TD Ameritrade, Inc. 
P.O. Box 2226 
Omaha, NE 68103 

10.21% Record 
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SMI Conservative Allocation Fund 
National Financial Services Corp. 
200 Liberty St. 
World Financial Center 
New York, NY 10281 

29.44% Record 

Charles Schwab & Co. 
101 Montgomery St. 
San Francisco, CA 94104 

13.07% Record 

TD Ameritrade, Inc. 
P.O. Box 2226 
Omaha, NE 68103 

7.79% Record 

SMI Dynamic Allocation Fund 
National Financial Services Corp. 
200 Liberty St. 
World Financial Center 
New York, NY 10281 

35.37% Record 

Charles Schwab & Co. 
101 Montgomery St. 
San Francisco, CA 94104 

17.97% Record 

TD Ameritrade, Inc. 
P.O. Box 2226 
Omaha, NE 68103 

14.15% Record 

 
 As of January 12, 2018, the Trustees and officers of the Trust did not own any shares of 
any of the Funds.  It is not known whether National Financial Services Corporation (“NFSC”) or 
any of the underlying beneficial owners owned or controlled beneficially more than 25% of the 
voting securities of any of the Funds. As a result, NFSC may be deemed to control the Sound 
Mind Investing Fund, the SMI Conservative Allocation Fund, and the SMI Dynamic Allocation 
Fund. 
 
PORTFOLIO TURNOVER 
 
 Each Fund may sell portfolio securities without regard to the length of time they have 
been held when, in the opinion of the Advisor, investment considerations warrant such action. A 
Fund’s portfolio turnover rate is the percentage of its portfolio that is bought and sold to 
exchange for other securities and is expressed as a percentage of its total assets. A high rate of 
portfolio turnover (100% or more) generally leads to higher transaction costs and may result in a 
greater number of taxable transactions. The table below provides information regarding the 
portfolio turnover rate for each of the Funds for the fiscal years ended October 31, 2016 and 
2017. 
 

Fund Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

Sound Mind Investing Fund 131% 176% 
SMI Conservative Allocation Fund 203% 207% 
SMI Dynamic Allocation Fund 152% 247% 
SMI 50/40/10 Fund 146% 212% 
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 The Funds are managed using quantitative strategies.  Consequently, all portfolio trades 
are dictated by the respective Fund’s strategies.  The increase in portfolio turnover with respect 
to the Funds during the fiscal year ended October 31, 2017 was a result of the market dynamics 
triggering more portfolio trades. 
 
ANTI-MONEY LAUNDERING COMPLIANCE PROGRAM 
 
 Customer identification and verification is part of each Fund’s overall obligation to 
prevent money laundering under federal law. The Trust has, on behalf of the Funds, adopted an 
anti-money laundering compliance program designed to prevent each Fund from being used for 
money laundering or financing of terrorist activities (the “AML Compliance Program”). The 
Trust has delegated the responsibility to implement the AML Compliance Program to the Funds’ 
transfer agent, Ultimus Asset Services, LLC, subject to oversight by the Trust’s Chief 
Compliance Officer and, ultimately, by the Board of Trustees.  
 
 When you open an account with a Fund, the Fund’s transfer agent will request that you 
provide your name, physical address, date of birth, Social Security number or tax identification 
number. You may also be asked for other information that, in the transfer agent’s discretion, will 
allow the Fund to verify your identity. Entities are also required to provide additional 
documentation. This information will be verified to ensure the identity of all of persons opening 
an account with each Fund. Each Fund reserves the right to (i) refuse, cancel or rescind any 
purchase or exchange order, (ii) freeze any account and/or suspend account activities, or (iii) 
involuntarily redeem your account in cases of threatening conduct or suspected fraudulent or 
illegal activity. These actions will be taken when, in the sole discretion of the Funds’ transfer 
agent, they are deemed to be in the best interest of a Fund, or in cases where a Fund is requested 
or compelled to do so by governmental or law enforcement authority. 
 
PORTFOLIO TRANSACTIONS AND BROKERAGE 
 

 Subject to policies established by the Board of Trustees of the Trust, the Advisor is 
responsible for each Fund’s portfolio decisions and the placing of each Fund’s portfolio 
transactions. In executing transactions and selecting brokers or dealers for each Fund, the 
Advisor will seek to obtain the best overall terms available for the Fund. In assessing the best 
overall terms available for any transaction, the Advisor shall consider such factors as it deems 
relevant, including the ability of the broker or dealer to settle the trade promptly and accurately, 
the financial condition of the broker or dealer, the Advisor’s past experience with similar type 
trades, and the reasonableness of the commission, if any, both for the specific transaction and on 
a continuing basis, and other factors that may be unique to a particular order. Recognizing the 
value of these judgmental factors, the Advisor may select brokers who charge brokerage 
commission that is higher than the lowest commission that might otherwise be available for any 
given trade. The sale of Fund shares may not be considered when determining the firms that are 
to execute brokerage transactions for the Funds. The Advisor will not use “soft dollar” 
commissions or rebates by brokerage firms of commissions generated by securities transactions 
of the Funds executed through those firms to pay expenses of the Advisor.    
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 For the fiscal year ended October 31, 2017, the Advisor did not direct any brokerage 
transactions on behalf of the Funds to brokers on the basis of research services provided by such 
brokers. 
 
  The following table provides information regarding brokerage commissions paid by the 
Sound Mind Investing Fund during the fiscal years indicated.  
 
 

Fund 
Fiscal Year Ended 
October 31, 2015 

Fiscal Year Ended 
October 31 2016 

Fiscal Year Ended 
October 31, 2017 

Sound Mind 
Investing Fund 

$14,368 $13,789 $12,896 

 
 The following table provides information regarding brokerage commissions paid by the SMI 
Conservative Allocation Fund during the fiscal years indicated. 
 
 

Fund 
Fiscal Year Ended 
October 31, 2015 

Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

SMI Conservative 
Allocation Fund 

$12,256 $4,707 $1,883 

 
The following table provides information regarding brokerage commissions paid by the 

SMI Dynamic Allocation Fund during the fiscal years indicated. 
 
 

Fund 
Fiscal Year Ended 
October 31, 2015 

Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

SMI Dynamic 
Allocation Fund 

$109,449 $23,623 $31,304 

 
The following table provides information regarding brokerage commissions paid by the 

SMI 50/40/10 Fund during the fiscal periods indicated. 
 
 

Fund 
Period Ended  

October 31, 2015* 
Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

SMI 50/40/10 Fund $2,978 $2,995 $2,788 
* For the period April 29, 2015 to October 31, 2015 

 
CODES OF ETHICS 
 
 The Trust, the Advisor, and the Funds’ Distributor have each adopted a Code of Ethics 
(the “Codes”) pursuant to Rule 17j-1 of the 1940 Act, and the Advisor’s Code of Ethics also 
conform to Rule 204A-1 under the Investment Advisers Act of 1940. The personnel subject to 
the Codes are permitted to invest in securities, including securities that may be purchased or held 
by a Fund. You may obtain copies of the Codes, free of charge, by calling Shareholder Services 
at (877) 764-3863. You may also obtain copies of the Trust’s Code from documents filed with 
SEC and available on the SEC’s web site at www.sec.gov. 
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DISCLOSURE OF PORTFOLIO HOLDINGS 
 
Each Fund is required to include a schedule of portfolio holdings in its annual and semi-

annual reports to shareholders, which is sent to shareholders within 60 days of the end of the 
second and fourth fiscal quarters and which is filed with the Securities and Exchange 
Commission (the “SEC”) on Form N-CSR.  Each Fund also is required to file a schedule of 
portfolio holdings with the SEC on Form N-Q within 60 days of the end of the first and third 
fiscal quarters.  The Fund must provide a copy of the complete schedule of portfolio holdings as 
filed with the SEC to any shareholder of a Fund, upon request, free of charge.  This policy is 
applied uniformly to all shareholders of the Funds without regard to the type of requesting 
shareholder (i.e., regardless of whether the shareholder is an individual or institutional investor). 
 

Each Fund releases portfolio holdings to third party servicing agents on a daily basis in 
order for those parties to perform their duties on behalf of the Fund.  These third party servicing 
agents include the Advisor, Distributor, Transfer Agent, Fund Accounting Agent, Administrator 
and Custodian.  The Fund also may disclose portfolio holdings, as needed, to auditors, legal 
counsel, proxy voting services (if applicable), printers, pricing services, parties to merger and 
reorganization agreements and their agents, and prospective or newly hired investment advisers 
or sub-advisers.  The lag between the date of the information and the date on which the 
information is disclosed will vary based on the identity of the party to whom the information is 
disclosed.  For instance, the information may be provided to auditors within days of the end of an 
annual period, while the information may be given to legal counsel or prospective advisers at any 
time.  This information is disclosed to all such third parties under conditions of confidentiality.  
“Conditions of confidentiality” include (i) confidentiality clauses in written agreements, (ii) 
confidentiality implied by the nature of the relationship (e.g., attorney-client relationship), (iii) 
confidentiality required by fiduciary or regulatory principles (e.g., custodial relationships) or (iv) 
understandings or expectations between the parties that the information will be kept confidential. 
 

Additionally, each Fund has ongoing arrangements to release portfolio holdings to 
Morningstar, Inc., Lipper, Inc., Bloomberg, Standard & Poor’s, Thomson Reuters and Vickers-
Stock (“Rating Agencies”) in order for those organizations to assign a rating or ranking to the 
Fund.  In these instances, portfolio holdings will be supplied within approximately 15 days after 
the end of the month.  The Rating Agencies may make the Fund’s top portfolio holdings 
available on their websites and may make the Fund’s complete portfolio holdings available to 
their subscribers for a fee.  Neither the Funds, the Advisor, nor any of their affiliates receive any 
portion of this fee.  Information released to Rating Agencies is released under conditions of 
confidentiality and it is subject to prohibitions on trading based on the information.  Each Fund 
also may post its complete portfolio holdings to its website, if applicable, within approximately 
15 days after the end of the month.  The information will remain posted on the website until 
replaced by the information for the succeeding month.  If a Fund does not have a website or the 
website is for some reason inoperable, the information will be supplied no more frequently than 
quarterly and on a delayed basis.  
 

From time to time, employees of the Advisor also may provide oral or written 
information (portfolio commentary) about the Funds, including, but not limited to, how a Fund’s 
investments are divided among various sectors, industries, countries, investment styles and 
capitalization sizes, and among stocks, bonds, currencies and cash, security types, bond 
maturities, bond coupons and bond credit quality ratings. This portfolio commentary may also 
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include information on how these various weightings and factors contributed to Fund 
performance.   Employees of the Advisor may also provide oral or written information (statistical 
information) about various financial characteristics of a Fund or its underlying portfolio 
securities including, but not limited to, alpha, beta, R-squared, coefficient of determination, 
duration, maturity, information ratio, Sharpe ratio, earnings growth, payout ratio, price/book 
value, projected earnings growth, return on equity, standard deviation, tracking error, weighted 
average quality, market capitalization, percent debt to equity, price to cash flow, dividend yield 
or growth, default rate, portfolio turnover, and risk and style characteristics. This portfolio 
commentary and statistical information about a Fund may be based on the Fund’s portfolio as of 
the most recent quarter-end or the end of some other interim period, such as month-end. The 
portfolio commentary and statistical information may be provided to various persons, including 
members of the press, brokers and other financial intermediaries that sell shares of the Fund, 
shareholders in the applicable Fund, persons considering investing in the Fund or representatives 
of such shareholders or potential shareholders, such as fiduciaries of a 401(k) plan or a trust and 
their advisor.  The nature and content of the information provided to each of the persons 
described in this paragraph may differ.  
 

The Advisor may manage products sponsored by companies, and provides services for 
individuals, other than the Trust, including institutional investors and high net worth persons.  In 
many cases, these other products and service offerings are managed in a similar fashion to the 
Funds and thus have similar portfolio holdings. The sponsors of these other products or owners 
of separate accounts that are managed by the Advisor may disclose or have access to the 
portfolio holdings of their products and separate accounts at different times than the Funds 
discloses their portfolio holdings. 
 

Except as described above, each Fund is prohibited from entering into any arrangements 
with any person to make available information about the Fund’s portfolio holdings without the 
prior authorization of the Chief Compliance Officer and the specific approval of the Board.  The 
Advisor must submit any proposed arrangement pursuant to which the Advisor intends to 
disclose a Fund’s portfolio holdings to the Board, which will review such arrangement to 
determine whether the arrangement is in the best interests of Fund shareholders. Additionally, 
the Advisor, and any affiliated persons of the Advisor, are prohibited from receiving 
compensation or other consideration, for themselves or on behalf of a Fund, as a result of 
disclosing the Fund’s portfolio holdings.  Finally, each Fund will not disclose portfolio holdings 
as described above to third parties that the Fund knows will use the information for personal 
securities transactions. 
 

The Trust maintains written policies and procedures regarding the disclosure of its 
portfolio holdings to ensure that such disclosure is for a legitimate business purpose and is in the 
best interests of the Funds’ shareholders. The Board reviews these policies and procedures on an 
annual basis. Compliance will be periodically assessed by the Board in connection with a report 
from the Trust’s Chief Compliance Officer. There may be instances where the interests of the 
Trust’s shareholders respecting the disclosure of information about portfolio holdings may 
conflict or appear to conflict with the interests of the Advisor, any principal underwriter for the 
Trust or an affiliated person of the Trust (including such affiliated person’s investment adviser or 
principal underwriter). In such situations, the conflict must be disclosed to the Board. 
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PROXY VOTING POLICY 
 

The Trust and the Advisor each have adopted proxy voting policies and procedures 
reasonably designed to ensure that proxies are voted in shareholders’ best interests.  As a brief 
summary, the Trust’s policy delegates responsibility regarding proxy voting to the Advisor, 
subject to the Advisor’s proxy voting policy and the supervision of the Board of Trustees.  The 
Advisor votes each Fund’s proxies in accordance with its proxy voting policy, subject to the 
provisions of the Trust’s policy regarding conflicts of interests.  The Trust’s Proxy Voting Policy 
and Procedure is attached as Exhibit A. The Advisor’s Proxy Voting Policy and Procedure is 
attached as Exhibit B.    

 
The Trust’s policy provides that, if a conflict of interest between the Advisor or its 

affiliates and a Fund arises with respect to any proxy, the Adviser must fully disclose the conflict 
to the Board of Trustees and vote the proxy in accordance with the Board’s instructions.  The 
Board shall make the proxy voting decision that in its judgment, after reviewing the 
recommendation of the Adviser, is most consistent with the Advisor’s proxy voting policies and 
in the best interests of Fund shareholders. 

 
You may also obtain a copy of the Trust’s and the Advisor’s proxy voting policy by 

calling Shareholder Services at (877) 764-3863 to request a copy, or by writing to Ultimus Asset 
Services, LLC, the Funds’ transfer agent, at 225 Pictoria Dr., Suite 450, Cincinnati, Ohio 
45246.  A copy of the policies will be mailed to you within three days of receipt of your 
request.  You also may obtain a copy from Fund documents filed with the SEC, which are 
available on the SEC’s web site at www.sec.gov.  A copy of the votes cast by each Fund with 
respect to portfolio securities for each year ended June 30th will be filed by the Funds with the 
SEC on Form N-PX.  The Funds’ proxy voting records will be available to shareholders free of 
charge upon request by calling or writing the Funds as described above or from the SEC’s web 
site. 
  
DETERMINATION OF NET ASSET VALUE 
 

The net asset value of the shares of each Fund is determined as of the close of trading 
(normally 4:00 p.m. Eastern time) on each day the Trust, its custodian, and transfer agent are 
open for business and on any other day on which there is sufficient trading in a Fund’s securities 
to materially affect the net asset value. The Trust is open for business on every day on which the 
New York Stock Exchange (“NYSE”) is open for trading. The NYSE is closed on Saturdays, 
Sundays and the following holidays: New Year’s Day, Martin Luther King, Jr. Day, President’s 
Day, Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving and Christmas. 
For a description of the methods used to determine the net asset value (share price), see 
“Determination of Net Asset Value” in the Prospectus. 
 
 Equity securities generally are valued by using market quotations furnished by a pricing 
service. Securities that are traded on any stock exchange are generally valued by the pricing 
service at the last quoted sale price. Lacking a last sale price, an exchange traded security is 
generally valued by the pricing service at its last bid price. Securities traded in the NASDAQ 
over-the-counter market are generally valued by the pricing service at the NASDAQ Official 
Closing Price. Options traded on major exchanges are valued at the last quoted sales price on 
their primary exchange or, if there is no sale on the applicable exchange on such day, then the 



37 

last quoted bid price as of the close of such exchange will be used.  When market quotations are 
not readily available (including when they are not reliable), such securities may be valued at a 
fair value pursuant to guidelines established by the Board of Trustees. The Board of Trustees 
annually approves the pricing services used by the fund accounting agent.  Fair valued securities 
held by a Fund (if any) are reviewed by the Board of Trustees on a quarterly basis. 
 
 Fixed income securities generally are valued by using market quotations, but may be 
valued on the basis of prices furnished by a pricing service.  A pricing service utilizes electronic 
data processing techniques based on yield spreads relating to securities with similar 
characteristics to determine prices for normal institutional-size trading units of debt securities 
without regard to sale or bid prices.  When prices are not readily available from a pricing service 
(including when they are not reliable), securities may be valued at fair value as determined 
pursuant to guidelines established by the Board of Trustees.  Short-term investments in fixed 
income securities with maturities of less than 60 days when acquired, or which subsequently are 
within 60 days of maturity, may be valued by using the amortized cost method of valuation, 
which the Board has determined will represent fair value. 
 
REDEMPTION IN-KIND 
 
  The Funds do not intend to redeem shares in any form except cash.  However, if the 
amount being redeemed is over the lesser of $250,000 or 1% of a Fund’s net asset value, 
pursuant to a Rule 18f-1 plan filed by the Trust on behalf of the Funds, each Fund has the right to 
redeem your shares by giving you the amount that exceeds the lesser of $250,000 or 1% of the 
Fund’s net asset value in securities instead of cash.  In the event that an in-kind distribution is 
made, a shareholder may incur additional expenses, such as the payment of brokerage 
commissions, on the sale or other disposition of the securities received from the Fund. 
 
STATUS AND TAXATION OF THE FUNDS 
 

The following discussion is a summary of certain U.S. federal income tax considerations 
affecting the Funds and their shareholders.  The discussion reflects applicable federal income tax 
laws of the U.S. as of the date of this SAI, which tax laws may be changed or subject to new 
interpretations by the courts or the Internal Revenue Service (the “IRS”), possibly with 
retroactive effect.  No attempt is made to present a detailed explanation of all U.S. income, estate 
or gift tax, or foreign, state or local tax concerns affecting the Funds and their shareholders 
(including shareholders owning large positions in a Fund).  The discussion set forth herein does 
not constitute tax advice.  Investors are urged to consult their own tax advisers to determine the 
tax consequences to them of investing in a Fund. 

 
In addition, no attempt is made to address tax concerns applicable to an investor with a 

special tax status such as a financial institution, real estate investment trust, insurance company, 
regulated investment company (“RIC”), individual retirement account, other tax-exempt entity, 
dealer in securities or non-U.S. investor.  Furthermore, this discussion does not reflect possible 
application of the alternative minimum tax (“AMT”).  Unless otherwise noted, this discussion 
assumes shares of a Fund are held by U.S. shareholders and that such shares are held as capital 
assets. 
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At the time that this Statement of Additional Information is being prepared, there are a 
number of changes to the Federal tax laws being proposed by President Trump and members of 
Congress.  At this stage, though, it is impossible to give you any meaningful guidance regarding 
how such changes might be implemented and how such changes might affect you and the Funds. 

A U.S. shareholder is a beneficial owner of shares of a Fund that is for U.S. federal 
income tax purposes: 

 
• a citizen or individual resident of the United States (including certain former 

citizens and former long-term residents); 
• a corporation or other entity treated as a corporation for U.S. federal income tax 

purposes, created or organized in or under the laws of the United States or any 
state thereof or the District of Columbia; 

• an estate, the income of which is subject to U.S. federal income taxation 
regardless of its source; or 

• a trust with respect to which a court within the United States is able to exercise 
primary supervision over its administration and one or more U.S. shareholders 
have the authority to control all of its substantial decisions or the trust has made a 
valid election in effect under applicable Treasury regulations to be treated as a 
U.S. person. 

 
A “Non-U.S. shareholder” is a beneficial owner of shares of a Fund that is an individual, 

corporation, trust or estate and is not a U.S. shareholder.  If a partnership (including any entity 
treated as a partnership for U.S. federal income tax purposes) holds shares of a Fund, the tax 
treatment of a partner in the partnership generally depends upon the status of the partner and the 
activities of the partnership.  A prospective shareholder who is a partner of a partnership holding 
Fund shares should consult its tax advisers with respect to the purchase, ownership and 
disposition of its Fund shares. 
 
 Taxation as a RIC.  Each Fund intends to qualify and remain qualified as a RIC under 
the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”).  A Fund will 
qualify as a RIC if, among other things, it meets the source-of-income and the asset-
diversification requirements.  With respect to the source-of-income requirement, a Fund must 
derive in each taxable year at least 90% of its gross income (including tax-exempt interest) from 
(i) dividends, interest, payments with respect to certain securities loans, gains from the sale or 
other disposition of stock, securities or foreign currencies, or other income (including but not 
limited to gains from options, futures and forward contracts) derived with respect to its business 
of investing in such shares, securities or currencies and (ii) net income derived from an interest 
in a “qualified publicly traded partnership.”  A “qualified publicly traded partnership” is 
generally defined as a publicly traded partnership under Internal Revenue Code section 7704.  
However, for these purposes, a qualified publicly traded partnership does not include a publicly 
traded partnership if 90% or more of its income is described in (i) above.  Income derived from a 
partnership (other than a qualified publicly traded partnership) or trust is qualifying income to 
the extent such income is attributable to items of income of the partnership or trust which would 
be qualifying income if realized by the Fund in the same manner as realized by the partnership or 
trust.   
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 If a RIC fails this 90% source-of-income test, as long as such failure was due to 
reasonable cause and not willful neglect, such RIC is only required to pay a tax equal to the 
amount by which it failed the 90% income test.  
  
 With respect to the asset-diversification requirement, a Fund must diversify its holdings 
so that, at the end of each quarter of each taxable year (i) at least 50% of the value of the Fund’s 
total assets is represented by cash and cash items, U.S. government securities, the securities of 
other RICs and other securities, if such other securities of any one issuer do not represent more 
than 5% of the value of the Fund’s total assets or more than 10% of the outstanding voting 
securities of such issuer, and (ii) not more than 25% of the value of the Fund’s total assets is 
invested in the securities other than U.S. government securities or the securities of other RICs of 
(a) one issuer, (b) two or more issuers that are controlled by the Fund and that are engaged in the 
same, similar or related trades or businesses, or (c) one or more qualified publicly traded 
partnerships. 
 
 If a RIC fails this asset-diversification test, such RIC, in addition to other cure provisions 
previously permitted, has a 6-month period to correct any failure without incurring a penalty if 
such failure is “de minimis,”.  
  
 Similarly, if a RIC fails this asset-diversification test and the failure is not de minimis, a 
RIC can cure failure if: (a) the RIC files with the Treasury Department a description of each 
asset that causes the RIC to fail the diversification tests; (b) the failure is due to reasonable cause 
and not willful neglect; and (c) the failure is cured within six months (or such other period 
specified by the Treasury).  In such cases, a tax is imposed on the RIC equal to the greater of:  
(a) $50,000 or (b) an amount determined by multiplying the highest rate of tax (currently 35%) 
by the amount of net income generated during the period of diversification test failure by the 
assets that caused the RIC to fail the diversification test. 
 
 If a Fund qualifies as a RIC and distributes to its shareholders, for each taxable year, at 
least 90% of the sum of (i) its “investment company taxable income” as that term is defined in 
the Internal Revenue Code (which includes, among other things, dividends, taxable interest, the 
excess of any net short-term capital gains over net long-term capital losses and certain net 
foreign exchange gains as reduced by certain deductible expenses) without regard to the 
deduction for dividends paid, and (ii) the excess of its gross tax-exempt interest, if any, over 
certain deductions attributable to such interest that are otherwise disallowed, the Fund will be 
relieved of U.S. federal income tax on any income of the Fund, including long-term capital 
gains, distributed to shareholders.  However, any ordinary income or capital gain retained by the 
Fund will be subject to U.S. federal income tax at regular corporate federal income tax rates 
(currently at a maximum rate of 21%).  Each Fund intends to distribute at least annually 
substantially all of its investment company taxable income, net tax-exempt interest, and net 
capital gain.  
 
 A Fund will generally be subject to a nondeductible 4% federal excise tax on the portion 
of its undistributed ordinary income with respect to each calendar year and undistributed capital 
gains if it fails to meet certain distribution requirements with respect to the one-year period 
ending on October 31 in that calendar year.  To avoid the 4% federal excise tax, the required 
minimum distribution is generally equal to the sum of (i) 98% of the Fund’s ordinary income 
(computed on a calendar year basis), (ii) 98.2% of the Fund’s capital gain net income (generally 
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computed for the one-year period ending on October 31) and (iii) any income realized, but not 
distributed, and on which the Fund paid no federal income tax in preceding years.  Each Fund 
generally intends to make distributions in a timely manner in an amount at least equal to the 
required minimum distribution and therefore, under normal market conditions, does not expect to 
be subject to this excise tax. 
 
 A Fund may be required to recognize taxable income in circumstances in which it does 
not receive cash.  For example, if a Fund holds debt obligations that are treated under applicable 
tax rules as having original issue discount (such as debt instruments with payment in kind 
interest or, in certain cases, with increasing interest rates or that are issued with warrants), the 
Fund must include in income each year a portion of the original issue discount that accrues over 
the life of the obligation regardless of whether cash representing such income is received by the 
Fund in the same taxable year.  Because any original issue discount accrued will be included in 
the Fund’s “investment company taxable income” (discussed above) for the year of accrual, the 
Fund may be required to make a distribution to its shareholders to satisfy the distribution 
requirement, even though it will not have received an amount of cash that corresponds with the 
income earned. 
 
 To the extent that a Fund has capital loss carryforwards from prior tax years, those 
carryforwards will reduce the net capital gains that can support the Fund’s distribution of Capital 
Gain Dividends.  If a Fund uses net capital losses incurred in taxable years beginning on or 
before December 22, 2010 (pre-2011 losses), those carryforwards will not reduce the Fund’s 
current earnings and profits, as losses incurred in later years will.  As a result, if that Fund then 
makes distributions of capital gains recognized during the current year in excess of net capital 
gains (as reduced by carryforwards), the portion of the excess equal to pre-2011 losses factoring 
into net capital gain will be taxable as an ordinary dividend distribution, even though that 
distributed excess amount would not have been subject to tax if retained by the Fund.  Capital 
loss carryforwards are reduced to the extent they offset current-year net realized capital gains, 
whether the Fund retains or distributes such gains.  Beginning in 2011, a RIC is permitted to 
carry forward net capital losses indefinitely and may allow losses to retain their original 
character (as short or as long-term).  For net capital losses recognized prior to such date, such 
losses are permitted to be carried forward up to 8 years and are characterized as short-term.  
These capital loss carryforwards may be utilized in future years to offset net realized capital 
gains of the Fund, if any, prior to distributing such gains to shareholders. 
 
 Except as set forth in “Failure to Qualify as a RIC,” the remainder of this discussion 
assumes that each Fund will qualify as a RIC for each taxable year. 
 
 Failure to Qualify as a RIC.  If a Fund is unable to satisfy the 90% distribution 
requirement or otherwise fails to qualify as a RIC in any year, it will be subject to corporate level 
income tax on all of its income and gain, regardless of whether or not such income was 
distributed.  Distributions to the Fund’s shareholders of such income and gain will not be 
deductible by the Fund in computing its taxable income.  In such event, the Fund’s distributions, 
to the extent derived from the Fund’s current or accumulated earnings and profits, would 
constitute ordinary dividends, which would generally be eligible for the dividends received 
deduction available to corporate shareholders, and non-corporate shareholders would generally 
be able to treat such distributions as “qualified dividend income”, provided in each case that 
certain holding period and other requirements are satisfied. 



41 

 
 Distributions in excess of the Fund’s current and accumulated earnings and profits would 
be treated first as a return of capital to the extent of the shareholders’ tax basis in their Fund 
shares, and any remaining distributions would be treated as a capital gain.  To qualify as a RIC in 
a subsequent taxable year, the Fund would be required to satisfy the source-of-income, the asset 
diversification, and the annual distribution requirements for that year and dispose of any earnings 
and profits from any year in which the Fund failed to qualify for tax treatment as a RIC.  Subject 
to a limited exception applicable to RICs that qualified as such under the Internal Revenue Code 
for at least one year prior to disqualification and that requalify as a RIC no later than the second 
year following the non-qualifying year, the Fund would be subject to tax on any unrealized built-
in gains in the assets held by it during the period in which the Fund failed to qualify for tax 
treatment as a RIC that are recognized within the subsequent 10 years, unless the Fund made a 
special election to pay corporate-level tax on such built-in gain at the time of its requalification 
as a RIC. 
 

Taxation for U.S. Shareholders.  Distributions paid to U.S. shareholders by a Fund 
from its investment company taxable income (which is, generally, the Fund’s ordinary income 
plus net realized short-term capital gains in excess of net realized long-term capital losses) are 
generally taxable to U.S. shareholders as ordinary income to the extent of the Fund’s earnings 
and profits, whether paid in cash or reinvested in additional shares.  Such distributions (if 
designated by the Fund) may qualify (i) for the dividends received deduction in the case of 
corporate shareholders under Section 243 of the Internal Revenue Code to the extent that the 
Fund’s income consists of dividend income from U.S. corporations, excluding distributions from 
tax-exempt organizations, exempt farmers’ cooperatives or real estate investment trusts or (ii) in 
the case of individual shareholders, as qualified dividend income eligible to be taxed at reduced 
rates under Section 1(h)(11) of the Internal Revenue Code (which provides for a maximum 20% 
rate) to the extent that the Fund receives qualified dividend income, and provided in each case 
certain holding period and other requirements are met.  Qualified dividend income is, in general, 
dividend income from taxable domestic corporations and qualified foreign corporations (e.g., 
generally, foreign corporations incorporated in a possession of the United States or in certain 
countries with a qualified comprehensive income tax treaty with the United States, or the stock 
with respect to which such dividend is paid is readily tradable on an established securities market 
in the United States).  A qualified foreign corporation generally excludes any foreign 
corporation, which for the taxable year of the corporation in which the dividend was paid, or the 
preceding taxable year, is a passive foreign investment company.  Distributions made to a U.S. 
shareholder from an excess of net long-term capital gains over net short-term capital losses 
(“capital gain dividends”), including capital gain dividends credited to such shareholder but 
retained by a Fund, are taxable to such shareholder as long-term capital gain if they have been 
properly designated by the Fund, regardless of the length of time such shareholder owned the 
shares of the Fund.  The maximum tax rate on capital gain dividends received by individuals is 
generally 20%.  Distributions in excess of a Fund’s earnings and profits will be treated by the 
U.S. shareholder, first, as a tax-free return of capital, which is applied against and will reduce the 
adjusted tax basis of the U.S. shareholder’s shares and, after such adjusted tax basis is reduced to 
zero, will constitute capital gain to the U.S. shareholder (assuming the shares are held as a capital 
asset).  The Funds are not required to provide written notice designating the amount of any 
qualified dividend income or capital gain dividends and other distributions.  The Form 1099 will 
instead serve this notice purpose. 
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 As a RIC, each Fund will be subject to the AMT, but any items that are treated differently 
for AMT purposes must be apportioned between the Fund and the shareholders and this may 
affect the shareholders’ AMT liabilities.  Each Fund intends, in general, to apportion these items 
in the same proportion that dividends paid to each shareholder bear to the Fund’s taxable income 
(determined without regard to the dividends paid deduction). 
 
 For purpose of determining (i) whether the annual distribution requirement is satisfied for 
any year and (ii) the amount of capital gain dividends paid for that year, a Fund may, under 
certain circumstances, elect to treat a dividend that is paid during the following taxable year as if 
it had been paid during the taxable year in question.  If a Fund makes such an election, the U.S. 
shareholder will still be treated as receiving the dividend in the taxable year in which the 
distribution is made.  However, any dividend declared by a Fund in October, November or 
December of any calendar year, payable to shareholders of record on a specified date in such a 
month and actually paid during January of the following year, will be treated as if it had been 
received by the U.S. shareholders on December 31 of the year in which the dividend was 
declared. 
 
 Each Fund intends to distribute all realized capital gains, if any, at least annually.  If, 
however, a Fund were to retain any net capital gain, the Fund may designate the retained amount 
as undistributed capital gains in a notice to shareholders who, if subject to U.S. federal income 
tax on long-term capital gains, (i) will be required to include in income as long-term capital gain, 
their proportionate shares of such undistributed amount, and (ii) will be entitled to credit their 
proportionate shares of the federal income tax paid by the Fund on the undistributed amount 
against their U.S. federal income tax liabilities, if any, and to claim refunds to the extent the 
credit exceeds such liabilities.  If such an event occurs, the tax basis of shares owned by a 
shareholder of the Fund will, for U.S. federal income tax purposes, generally be increased by the 
difference between the amount of undistributed net capital gain included in the shareholder’s 
gross income and the tax deemed paid by the shareholders. 
 
 Sales and other dispositions of the shares of a Fund generally are taxable events.  U.S. 
shareholders should consult their own tax adviser with reference to their individual 
circumstances to determine whether any particular transaction in the shares of a Fund is properly 
treated as a sale or exchange for federal income tax purposes, as the following discussion 
assumes, and the tax treatment of any gains or losses recognized in such transactions.  The sale 
or other disposition of shares of a Fund will generally result in capital gain or loss to the 
shareholder equal to the difference between the amount realized and his adjusted tax basis in the 
shares sold or exchanged, and will be long-term capital gain or loss if the shares have been held 
for more than one year at the time of sale.  Any loss upon the sale or exchange of shares held for 
six months or less will be treated as long-term capital loss to the extent of any capital gain 
dividends received (including amounts credited as an undistributed capital gain dividend) by 
such shareholder with respect to such shares.  A loss realized on a sale or exchange of shares of a 
Fund generally will be disallowed if other substantially identical shares are acquired within a 61-
day period beginning 30 days before and ending 30 days after the date that the shares are 
disposed.  In such case, the basis of the shares acquired will be adjusted to reflect the disallowed 
loss.  Present law taxes both long-term and short-term capital gain of corporations at the rates 
applicable to ordinary income of corporations.  For non-corporate taxpayers, short-term capital 
gain will currently be taxed at the rate applicable to ordinary income, currently a maximum of 
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37%, while long-term capital gain generally will be taxed at a maximum rate of 20%.  Capital 
losses are subject to certain limitations. 
 
 Federal law requires that mutual fund companies report their shareholders' cost basis, 
gain/loss, and holding period to the Internal Revenue Service on the Fund’s shareholders’ 
Consolidated Form 1099s when “covered” securities are sold. Covered securities are any 
regulated investment company and/or dividend reinvestment plan shares acquired on or after 
January 1, 2012. 
 
 The Funds have chosen Average Cost as their standing (default) tax lot identification 
method for all shareholders. A tax lot identification method is the way a Fund will determine 
which specific shares are deemed to be sold when there are multiple purchases on different dates 
at differing net asset values, and the entire position is not sold at one time. A Fund’s standing tax 
lot identification method is the method under which covered shares will be reported on your 
Consolidated Form 1099 if you do not select a specific tax lot identification method. You may 
choose a method different than the Fund’s standing method and will be able to do so at the time 
of your purchase or upon the sale of covered shares. Please refer to the appropriate Internal 
Revenue Service regulations or consult your tax advisor with regard to your personal 
circumstances.   
 
 For those securities defined as "covered" under current Internal Revenue Service cost 
basis tax reporting regulations, a Fund is responsible for maintaining accurate cost basis and tax 
lot information for tax reporting purposes. The Funds are not responsible for the reliability or 
accuracy of the information for those securities that are not "covered." The Funds and their 
service providers do not provide tax advice. You should consult independent sources, which may 
include a tax professional, with respect to any decisions you may make with respect to choosing 
a tax lot identification method. 
 
 Current law provides that for taxable years beginning after December 31, 2012, certain 
U.S. shareholders, including individuals and estates and trusts, will be subject to an additional 
3.8% Medicare tax on all or a portion of their “net investment income,” which should include 
dividends from a Fund and net gains from the disposition of shares of a Fund.  U.S. shareholders 
are urged to consult their own tax advisers regarding the implications of the additional Medicare 
tax resulting from an investment in the Funds. 
 

Commodities.  In August, 2011, the Internal Revenue Service (“IRS”) suspended the 
issuance of private letter rulings that authorizing favorable tax treatment for funds that invest 
indirectly in commodities or derivatives based upon commodities through Controlled Foreign 
Corporation and Commodity-Linked Notes.  The IRS has previously issued a number of private 
letter rulings to funds in this area, concluding that such investments generate “qualifying 
income” for RIC qualification purposes. It is unclear how long this suspension will last. The IRS 
has not indicated that any previously issued rulings in this area will be affected by this 
suspension. This suspension of guidance by the IRS suggests that the tax treatment of such 
investments is now subject to some uncertainty.   
 

Options, Futures, Forward Contracts, Swap Agreements, Hedges, Straddles and Other 
Transactions.  In general, option premiums received by a Fund are not immediately included in 
the income of the Fund. Instead, the premiums are recognized (i) when the option contract 
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expires, (ii) the option is exercised by the holder, or (iii) the Fund transfers or otherwise 
terminates the option (e.g., through a closing transaction). If a call option written by a Fund is 
exercised and the Fund sells or delivers the underlying stock, the Fund generally will recognize 
capital gain or loss equal to (a) sum of the strike price and the option premium received by the 
Fund minus (b) the Fund’s basis in the stock. Such gain or loss generally will be short-term or 
long-term depending upon the holding period of the underlying stock. If securities are purchased 
by a Fund pursuant to the exercise of a put option written by it, the Fund generally will subtract 
the premium received for purposes of computing its cost basis in the securities purchased. The 
gain or loss that may arise in respect of any termination of a Fund’s obligation under an option 
other than through the exercise of the option will be short-term gain or loss, depending on 
whether the premium income received by the Fund is greater or less than the amount paid by the 
Fund (if any) in terminating the transaction. Thus, for example, if an option written by a Fund 
expires unexercised, the Fund generally will recognize short-term gain equal to the premium 
received. 
 
 Certain covered call writing activities of a Fund may trigger the U.S. federal income tax 
straddle rules of Section 1092 of the Internal Revenue Code, requiring that losses be deferred and 
holding periods be tolled on offsetting positions in options and stocks deemed to constitute 
substantially similar or related property. Options on single stocks that are not “deep in the 
money” may constitute qualified covered calls, which generally are not subject to the straddle 
rules; the holding period on stock underlying qualified covered calls that are “in the money” 
although not “deep in the money” will be suspended during the period that such calls are 
outstanding. Thus, the straddle rules and the rules governing qualified covered calls could cause 
gains that would otherwise constitute long-term capital gains to be treated as short-term capital 
gains, and distributions that would otherwise constitute “qualified dividend income” or qualify 
for the dividends-received deduction to fail to satisfy the holding period requirements and 
therefore to be taxed as ordinary income or fail to qualify for the 70% dividends-received 
deduction, as the case may be. 
 
 The tax treatment of certain futures contracts entered into by a Fund as well as listed non-
equity options written or purchased by a Fund on U.S. exchanges (including options on futures 
contracts, equity indices and debt securities) will be governed by section 1256 of the Internal 
Revenue Code (“Section 1256 Contracts”). Gains or losses on Section 1256 Contracts generally 
are considered 60% long-term and 40% short-term capital gains or losses (“60/40”), although 
certain foreign currency gains and losses from such contracts may be treated as ordinary in 
character. Also, Section 1256 Contracts held by a Fund at the end of each taxable year (and, for 
purposes of the 4% excise tax, on certain other dates as prescribed under the Internal Revenue 
Code) are “marked to market” with the result that unrealized gains or losses are treated as though 
they were realized and the resulting gain or loss is treated as ordinary or 60/40 gain or loss, as 
applicable. 
 
 In addition to the special rules described above in respect of futures and options 
transactions, a Fund’s transactions in other derivative instruments (e.g., forward contracts and 
swap agreements) as well as any of its other hedging, short sale or similar transactions, may be 
subject to one or more special tax rules (e.g., notional principal contract, straddle, constructive 
sale, wash sale and short sale rules). These rules may affect whether gains and losses recognized 
by a Fund are treated as ordinary or capital or as short-term or long-term, accelerate the 
recognition of income or gains to the Fund, defer losses to the Fund, and cause adjustments in 
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the holding periods of the Fund’s securities. These rules could therefore affect the amount, 
timing and/or character of distributions to shareholders. Because these and other tax rules 
applicable to these types of transactions are in some cases uncertain under current law, an 
adverse determination or future guidance by the IRS with respect to these rules (which 
determination or guidance may be retroactive) may affect whether a Fund has made sufficient 
distributions, and otherwise satisfied the relevant requirements, to maintain its qualification as a 
regulated investment company and avoid the Fund-level tax. Each Fund will monitor its 
transactions, will make appropriate tax elections and will make appropriate entries in its books 
and records in order to mitigate the effect of these rules. 
 
 Certain of a Fund’s investments in derivative instruments and foreign currency-
denominated instruments, and any of a Fund’s transactions in foreign currencies and hedging 
activities, are likely to produce a difference between the Fund’s book income and the sum of its 
taxable income and net tax-exempt income (if any). If there is a difference between a Fund’s 
book income and the sum of its taxable income and net tax-exempt income (if any), the Fund 
may be required to distribute amounts in excess of its book income or a portion of Fund 
distributions may be treated as a return of capital to shareholders. If a Fund’s book income 
exceeds the sum of its taxable income (including realized capital gains) and net tax-exempt 
income (if any), the distribution (if any) of such excess generally will be treated as (i) a dividend 
to the extent of the Fund’s remaining earnings and profits (including earnings and profits arising 
from tax-exempt income), (ii) thereafter, as a return of capital to the extent of the recipient’s 
basis in the shares, and (iii) thereafter, as gain from the sale or exchange of a capital asset. If a 
Fund’s book income is less than the sum of its taxable income and net tax-exempt income (if 
any), the Fund could be required to make distributions exceeding book income to qualify as a 
regulated investment company that is accorded special tax treatment. 
 

Original Issue Discount, Pay-In-Kind Securities, Market Discount and Commodity-
Linked Notes. Some debt obligations with a fixed maturity date of more than one year from the 
date of issuance (and zero-coupon debt obligations with a fixed maturity date of more than one 
year from the date of issuance) that may be acquired by a Fund may be treated as debt 
obligations that are issued originally at a discount. Generally, the amount of the original issue 
discount (“OID”) is treated as interest income and is included in the Fund’s taxable income (and 
required to be distributed by the Fund) over the term of the debt obligation, even though payment 
of that amount is not received until a later time, upon partial or full repayment or disposition of 
the debt security. 
 
 Some debt obligations (with a fixed maturity date of more than one year from the date of 
issuance) that may be acquired by a Fund in the secondary market may be treated as having 
“market discount.” Very generally, market discount is the excess of the stated redemption price 
of a debt obligation (or in the case of an obligations issued with OID, its “revised issue price”) 
over the purchase price of such obligation. Generally, any gain recognized on the disposition of, 
and any partial payment of principal on, a debt obligation having market discount is treated as 
ordinary income to the extent the gain, or principal payment, does not exceed the “accrued 
market discount” on such debt obligation. Alternatively, a Fund may elect to accrue market 
discount currently, in which case the Fund will be required to include the accrued market 
discount in the Fund’s income (as ordinary income) and thus distribute it over the term of the 
debt security, even though payment of that amount is not received until a later time, upon partial 
or full repayment or disposition of the debt security. The rate at which the market discount 
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accrues, and thus is included in a Fund’s income, will depend upon which of the permitted 
accrual methods the Fund elects. In the case of higher-risk securities, the amount of market 
discount may be unclear. See “Higher-Risk Securities.” 
 
 Some debt obligations (with a fixed maturity date of one year or less from the date of 
issuance) that may be acquired by a Fund may be treated as having “acquisition discount” (very 
generally, the excess of the stated redemption price over the purchase price), or OID in the case 
of certain types of debt obligations. A Fund will be required to include the acquisition discount, 
or OID, in income (as ordinary income) over the term of the debt obligation, even though 
payment of that amount is not received until a later time, upon partial or full repayment or 
disposition of the debt security. A Fund may make one or more of the elections applicable to 
debt obligations having acquisition discount, or OID, which could affect the character and timing 
of recognition of income. 
 
 In addition, payment-in-kind securities will, and commodity-linked notes may, give rise 
to income that is required to be distributed and is taxable even though a Fund holding the 
security receives no interest payment in cash on the security during the year. 
 
 If a Fund holds the foregoing kinds of securities, it may be required to pay out as an 
income distribution each year an amount that is greater than the total amount of cash interest the 
Fund actually received. Such distributions may be made from the cash assets of the Fund or by 
liquidation of portfolio securities, if necessary (including when it is not advantageous to do so). 
A Fund may realize gains or losses from such liquidations. In the event a Fund realizes net 
capital gains from such transactions, its shareholders may receive a larger capital gain 
distribution than they would in the absence of such transactions. 
 

Higher-Risk Securities.  To the extent such investments are permissible for a Fund, a 
Fund may invest in debt obligations that are in the lowest rating categories or are unrated, 
including debt obligations of issuers not currently paying interest or who are in default. 
Investments in debt obligations that are at risk of or in default present special tax issues for a 
Fund. Tax rules are not entirely clear about issues such as when a Fund may cease to accrue 
interest, OID or market discount, when and to what extent deductions may be taken for bad debts 
or worthless securities and how payments received on obligations in default should be allocated 
between principal and income. In limited circumstances, it may also not be clear whether a Fund 
should recognize market discount on a debt obligation, and if so, what amount of market 
discount the Fund should recognize. These and other related issues will be addressed by the 
Funds when, as and if they invest in such securities, in order to seek to ensure that a Fund 
distributes sufficient income to preserve its status as a regulated investment company and does 
not become subject to U.S. federal income or excise tax. 
 

Exchange-Traded Notes and Privately Issued Notes.  Each Fund may invest in ETNs, 
which are debt securities of an issuer that are listed and traded on U.S. stock exchanges or 
otherwise traded in the over-the-counter market.  Privately issued notes are similar to ETNs 
except that they are not listed and traded on U.S. stock exchanges or otherwise traded in the 
over-the-counter market.  The U.S. federal income tax treatment of ETNs and privately issued 
note is uncertain in many respects.  The IRS has issued very limited guidance.  Most ETN 
prospectuses, PPMs, and SAIs decline to address issues applicable to a RIC’s investment in an 
ETN in light of the uncertainty. 
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Although ETNs and privately issued notes are in form indebtedness, they are generally 

not treated as debt for tax purposes because the return on such a note does not have a clear 
“interest” component that is based primarily upon the time value of money.  For U.S. federal 
income tax purposes, in most cases the issuer of the ETN or privately issued note and the 
investors agree to treat all such notes, except certain currency ETNs, as prepaid executory 
contracts (such as a forward contract) with respect to the relevant index. If such a note were 
treated in this manner, investors would recognize gain or loss upon the sale, redemption, or 
maturity of their note in an amount equal to the difference between the amount they receive at 
such time and their tax basis in the note. Investors generally agree to treat such gain or loss as 
capital gain or loss, except with respect to those notes for which investors agree to treat such gain 
or loss as ordinary. Investors in instruments characterized as prepaid forward contracts typically, 
although not invariably, take the position that they are not required to accrue any income other 
than stated coupons, if any. 
 
 One key question is whether the income generated by an ETN or privately issued notes is 
good income for purposes of the RIC qualification tests.  There is some uncertainty on this 
subject. The general approach in this regard is to look to the underlying benchmark or strategy.  
Certain benchmarks or strategies are similar to investments that produce good income and thus 
the thinking is that the ETNs or privately issued notes would produce good income.  On the other 
hand, other benchmarks or strategies are similar to investments that do not produce good income 
and thus such ETNs or privately issued notes would not produce good income.  Note, however, 
that there is no guidance on this subject. 
 

Issuer Deductibility of Interest.  A portion of the interest paid or accrued on certain high 
yield discount obligations owned by a Fund may not be deductible to (and thus, may affect the 
cash flow of) the issuer. If a portion of the interest paid or accrued on certain high yield discount 
obligations is not deductible, that portion will be treated as a dividend for purposes of the 
corporate dividends-received deduction. In such cases, if the issuer of the high yield discount 
obligations is a domestic corporation, dividend payments by a Fund may be eligible for the 
dividends-received deduction to the extent of the deemed dividend portion of such accrued 
interest. 
 
 Interest paid on debt obligations owned by a Fund, if any, that are considered for U.S. tax 
purposes to be payable in the equity of the issuer or a related party will not be deductible to the 
issuer, possibly affecting the cash flow of the issuer. 
 

Certain Investments in REITs and REMICs. To the extent such investments are 
permissible for a Fund, a Fund may invest in REITs.  A Fund’s investments in REIT equity 
securities may result in the Fund’s receipt of cash in excess of the REIT’s earnings; if the Fund 
distributes such amounts, such distribution could constitute a return of capital to Fund 
shareholders for U.S. federal income tax purposes. Investments in REIT equity securities may 
also require a Fund to accrue and to distribute income not yet received. To generate sufficient 
cash to make the requisite distributions, a Fund may be required to sell securities in its portfolio 
(including when it is not advantageous to do so) that it otherwise would not have continued to 
hold. Dividends received by a Fund from a REIT will not qualify for the corporate dividends-
received deduction and generally will not constitute qualified dividend income. 
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 A Fund may invest directly or indirectly in residual interests of real estate mortgage 
investment conduits (“REMICs”) (including by investing in residual interests in CMOs with 
respect to which an election to be treated as a REMIC is in effect) or equity interests in taxable 
mortgage pools (“TMPs”). Under a notice issued by the IRS in October 2006 and Treasury 
regulations that have yet to be issued but may apply retroactively, a portion of a Fund’s income 
(including income allocated to the Fund from a REIT or other pass-through entity) that is 
attributable to a residual interest in a REMIC or an equity interest in a TMP (referred to in the 
Internal Revenue Code as an “excess inclusion”) will be subject to U.S. federal income tax in all 
events. This notice also provides, and the regulations are expected to provide, that “excess 
inclusion income” of a regulated investment company, such as a Fund, will be allocated to 
shareholders of the regulated investment company in proportion to the dividends received by 
such shareholders, with the same consequences as if the shareholders held the related interest 
directly. As a result, should a Fund invest in such interests, it may not be a suitable investment 
for charitable remainder trusts, as noted below. 
 
 In general, “excess inclusion income” allocated to shareholders (i) cannot be offset by net 
operating losses (subject to a limited exception for certain thrift institutions), (ii) will constitute 
unrelated business taxable income (“UBTI”) to entities subject to tax on unrelated business 
income (including a qualified pension plan, an individual retirement account, a 401(k) plan, a 
Keogh plan or other tax-exempt entity), thereby potentially requiring such an entity that is 
allocated excess inclusion income and otherwise might not be required to file a U.S. federal 
income tax return, to file such a tax return and pay tax on such income, and (iii) in the case of a 
non-U.S. shareholder, will not qualify for any reduction in U.S. federal withholding tax 
(discussed below). 
 
 Tax-Exempt Shareholders.  A tax-exempt shareholder could recognize UBTI by virtue of 
its investment in a Fund if shares in a Fund constitute debt-financed property in the hands of the 
tax-exempt shareholder within the meaning of Internal Revenue Code Section 514(b). 
Furthermore, a tax-exempt shareholder may recognize UBTI if a Fund recognizes “excess 
inclusion income” derived from direct or indirect investments in residual interests in REMICs or 
equity interests in TMPs if the amount of such income recognized by a Fund exceeds the Fund’s 
investment company taxable income (after taking into account deductions for dividends paid by 
the Fund). 
 
 In addition, special tax consequences apply to charitable remainder trusts (“CRTs”) that 
invest in regulated investment companies that invest directly or indirectly in residual interests in 
REMICs or equity interests in TMPs. Under legislation enacted in December 2006, a CRT (as 
defined in section 664 of the Internal Revenue Code) that realizes any UBTI for a taxable year, 
must pay an excise tax annually of an amount equal to such UBTI. Under IRS guidance issued in 
October 2006, a CRT will not recognize UBTI solely as a result of investing in a Fund that 
recognizes “excess inclusion income.” Rather, if at any time during any taxable year a CRT (or 
one of certain other tax-exempt shareholders, such as the United States, a state or political 
subdivision, or an agency or instrumentality thereof, and certain energy cooperatives) is a record 
holder of a share in a Fund that recognizes “excess inclusion income,” then the regulated 
investment company will be subject to a tax on that portion of its “excess inclusion income” for 
the taxable year that is allocable to such shareholders, at the highest federal corporate income tax 
rate. The extent to which this IRS guidance remains applicable in light of the December 2006 
legislation is unclear. To the extent permitted under the 1940 Act, a Fund may elect to specially 
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allocate any such tax to the applicable CRT, or other shareholder, and thus reduce such 
shareholder’s distributions for the year by the amount of the tax that relates to such shareholder’s 
interest in a Fund.  The Funds have not yet determined whether such an election will be made. 
CRTs and other tax-exempt investors are urged to consult their tax advisers concerning the 
consequences of investing in a Fund. 
 
 Passive Foreign Investment Companies. A passive foreign investment company (“PFIC”) 
is any foreign corporation: (i) 75% or more of the gross income of which for the taxable year is 
passive income, or (ii) the average percentage of the assets of which (generally by value, but by 
adjusted tax basis in certain cases) that produce or are held for the production of passive income 
is at least 50%. Generally, passive income for this purpose means dividends, interest (including 
income equivalent to interest), royalties, rents, annuities, the excess of gains over losses from 
certain property transactions and commodities transactions, and foreign currency gains. Passive 
income for this purpose does not include rents and royalties received by the foreign corporation 
from active business and certain income received from related persons. 
 
 Equity investments by a Fund in certain PFICs could potentially subject the Fund to a 
U.S. federal income tax or other charge (including interest charges) on the distributions received 
from the PFIC or on proceeds received from the disposition of shares in the PFIC. This tax 
cannot be eliminated by making distributions to Fund shareholders. However, a Fund may elect 
to avoid the imposition of that tax. For example, if a Fund is in a position to and elects to treat a 
PFIC as a “qualified electing fund” (i.e., make a “QEF election”), the Fund will be required to 
include its share of the PFIC s income and net capital gains annually, regardless of whether it 
receives any distribution from the PFIC. Alternatively, a Fund may make an election to mark the 
gains (and to a limited extent losses) in its PFIC holdings “to the market” as though it had sold 
and repurchased its holdings in those PFICs on the last day of the Fund’s taxable year. Such 
gains and losses are treated as ordinary income and loss. The QEF and mark-to-market elections 
may accelerate the recognition of income (without the receipt of cash) and increase the amount 
required to be distributed by a Fund to avoid taxation. Making either of these elections therefore 
may require a Fund to liquidate other investments (including when it is not advantageous to do 
so) to meet its distribution requirement, which also may accelerate the recognition of gain and 
affect the Fund’s total return. Dividends paid by PFICs will not be eligible to be treated as 
“qualified dividend income.” 
 
 Because it is not always possible to identify a foreign corporation as a PFIC, a Fund may 
incur the tax and interest charges described above in some instances. 
 
 Foreign Currency Transactions.  A Fund’s transactions in foreign currencies, foreign 
currency-denominated debt obligations and certain foreign currency options, futures contracts 
and forward contracts (and similar instruments) may give rise to ordinary income or loss to the 
extent such income or loss results from fluctuations in the value of the foreign currency 
concerned. Any such net gains could require a larger dividend toward the end of the calendar 
year. Any such net losses will generally reduce and potentially require the recharacterization of 
prior ordinary income distributions. Such ordinary income treatment may accelerate Fund 
distributions to shareholders and increase the distributions taxed to shareholders as ordinary 
income. Any net ordinary losses so created cannot be carried forward by a Fund to offset income 
or gains earned in subsequent taxable years. 
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 Foreign Taxation.  Income received by a Fund from sources within foreign countries may 
be subject to withholding and other taxes imposed by such countries. Tax conventions between 
certain countries and the U.S. may reduce or eliminate such taxes. The Funds do not expect to be 
eligible to pass through to shareholders a credit or deduction for such taxes. 
 
 Foreign Shareholders. Capital Gain Dividends are generally not subject to withholding of 
U.S. federal income tax. Absent a specific statutory exemption, dividends other than Capital 
Gain Dividends paid by a Fund to a shareholder that is not a “U.S. person” within the meaning of 
the Internal Revenue Code (such shareholder, a “foreign shareholder”) are subject to withholding 
of U.S. federal income tax at a rate of 30% (or lower applicable treaty rate) even if they are 
funded by income or gains (such as portfolio interest, short-term capital gains, or foreign-source 
dividend and interest income) that, if paid to a foreign person directly, would not be subject to 
withholding. 
 
 Under U.S. federal tax law, dividends paid on shares beneficially held by a person who is 
a “foreign person” within the meaning of the Internal Revenue Code, are, in general, subject to 
withholding of U.S. federal income tax at a rate of 30% of the gross dividend, which may, in 
some cases, be reduced by an applicable tax treaty. However, if a beneficial holder who is a 
foreign person has a permanent establishment in the United States, and the shares held by such 
beneficial holder are effectively connected with such permanent establishment and, in addition, 
the dividends are effectively connected with the conduct by the beneficial holder of a trade or 
business in the United States, the dividend will be subject to U.S. federal net income taxation at 
regular income tax rates. Distributions of long-term net realized capital gains will not be subject 
to withholding of U.S. federal income tax. 
 
 Under legislation originally enacted in 2004, which was extended, each Fund was 
generally able to designate certain distributions to foreign persons as being derived from certain 
net interest income or net short-term capital gains and such designated distributions were 
generally not subject to U.S. tax withholding. Although the Funds made allowable designations 
for dividends declared, the provision expired for the Funds’ tax years beginning after 2012. 
Although the U.S. Congress is considering an extension of the provision, there can be no 
assurance that the provision will be extended. If the provision is extended, distributions that are 
derived from any dividends on corporate stock or from ordinary income other than U.S. source 
interest would still be subject to withholding. Foreign currency gains, foreign source interest, and 
ordinary income from swaps or investments in PFICs would still be subject to withholding when 
distributed to foreign investors. There can be no assurance as to the amount of distributions that 
would not be subject to withholding when paid to foreign persons. 
 
 Effective January 1, 2014, each Fund is required to withhold U.S. tax (at a 30% rate) on 
payments of taxable dividends and (effective January 1, 2015) redemption proceeds made to 
certain non-U.S. entities that fail to comply (or be deemed compliant) with extensive new 
reporting and withholding requirements designed to inform the U.S. Department of the Treasury 
of U.S.-owned foreign investment accounts. Shareholders may be requested to provide additional 
information to the Fund to enable the Fund to determine whether withholding is required. 
  
 Under U.S. federal tax law, a beneficial holder of shares who is a foreign shareholder 
generally is not subject to U.S. federal income tax on gains (and is not allowed a deduction for 
losses) realized on the sale of shares of the Fund or on Capital Gain Dividends unless (i) such 
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gain or dividend is effectively connected with the conduct of a trade or business carried on by 
such holder within the United States, (ii) in the case of an individual holder, the holder is present 
in the United States for a period or periods aggregating 183 days or more during the year of the 
sale or the receipt of the Capital Gain Dividend and certain other conditions are met, or (iii) the 
special rules relating to gain attributable to the sale or exchange of “U.S. real property interests” 
(“USRPIs”) apply to the foreign shareholder’s sale of shares of a Fund or to the Capital Gain 
Dividend the foreign shareholder received (as described below). 
 
 Special rules would apply if a Fund was either a “U.S. real property holding corporation” 
(“USRPHC”) or would be a USRPHC but for the operation of certain exceptions to the definition 
thereof. Very generally, a USRPHC is a domestic corporation that holds USRPIs the fair market 
value of which equals or exceeds 50% of the sum of the fair market values of the corporation’s 
USPRIs, interests in real property located outside the United States, and other assets. USRPIs are 
generally defined as any interest in U.S. real property and any interest (other than solely as a 
creditor) in a USRPHC or former USRPHC. 
 
 If a Fund was a USRPHC or would be a USRPHC but for the exceptions referred to 
above, any distributions by the Fund to a foreign shareholder (including, in certain cases, 
distributions made by the Fund in redemption of its shares) attributable to gains realized by the 
Fund on the disposition of USRPIs or to distributions received by the Fund from a lower-tier 
regulated investment company or REIT that the Fund is required to treat as USRPI gain in its 
hands generally would be subject to U.S. tax withholding. In addition, such distributions could 
result in the foreign shareholder being required to file a U.S. tax return and pay tax on the 
distributions at regular U.S. federal income tax rates. The consequences to a foreign shareholder, 
including the rate of such withholding and character of such distributions (e.g., as ordinary 
income or USRPI gain), would vary depending upon the extent of the foreign shareholder’s 
current and past ownership of the Fund. On and after January 1, 2012, this “look-through” 
USRPI treatment for distributions by a Fund, if it were either a USRPHC or would be a 
USRPHC but for the operation of the exceptions referred to above, to foreign shareholders 
applies only to those distributions that, in turn, are attributable to distributions received by a 
Fund from a lower-tier REIT, unless Congress enacts legislation providing otherwise. 
 
 In addition, if a Fund was a USRPHC or former USRPHC, it could be required to 
withhold U.S. tax on the proceeds of a share redemption by a greater-than-5% foreign 
shareholder, in which case such foreign shareholder generally would also be required to file U.S. 
tax returns and pay any additional taxes due in connection with the redemption. 
 
 Whether or not a Fund is characterized as a USRPHC will depend upon the nature and 
mix of the Fund’s assets. Each Fund does not expect to be a USRPHC. Foreign shareholders 
should consult their tax advisors concerning the application of these rules to their investment in a 
Fund. 
 
 If a beneficial holder of a Fund’s shares who is a foreign shareholder has a trade or 
business in the United States, and the dividends are effectively connected with the beneficial 
holder’s conduct of that trade or business, the dividend will be subject to U.S. federal net income 
taxation at regular income tax rates. 
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 If a beneficial holder of a Fund’s shares who is a foreign shareholder is eligible for the 
benefits of a tax treaty, any effectively connected income or gain will generally be subject to 
U.S. federal income tax on a net basis only if it is also attributable to a permanent establishment 
maintained by that beneficial holder in the United States. 
 
 To qualify for any exemptions from withholding described above or for lower 
withholding tax rates under income tax treaties, or to establish an exemption from backup 
withholding, a foreign shareholder must comply with special certification and filing requirements 
relating to its non-US status (including, in general, furnishing an IRS Form W-8BEN or 
substitute form). Foreign shareholders in a Fund should consult their tax advisers in this regard. 
A beneficial holder of Fund shares who is a foreign shareholder may be subject to state and local 
tax and to the U.S. federal estate tax in addition to the federal tax on income referred to above. 
 
 Backup Withholding.  Each Fund generally is required to withhold and remit to the U.S. 
Treasury a percentage of the taxable distributions and redemption proceeds paid to any 
individual shareholder who fails to properly furnish the Fund with a correct taxpayer 
identification number, who has under-reported dividend or interest income, or who fails to 
certify to the Fund that he or she is not subject to such withholding. The backup withholding tax 
rate is 28% for amounts paid through 2012. This rate will expire and the backup withholding rate 
will be 31% for amounts paid after December 31, 2012, unless Congress enacts tax legislation 
providing otherwise. 
 
 Backup withholding is not an additional tax. Any amounts withheld may be credited 
against the shareholder’s U.S. federal income tax liability, provided the appropriate information 
is furnished to the IRS. 
 

FATCA.  Payments to a shareholder that is either a foreign financial institution (“FFI”) 
or a non-financial foreign entity (“NFFE”) within the meaning of the Foreign Account Tax 
Compliance Act (“FATCA”) may be subject to a generally nonrefundable 30% withholding tax 
on: (a) income dividends paid by the Fund after June 30, 2014 and (b) certain capital gain 
distributions and the proceeds arising from the sale of Fund shares paid by the Fund after 
December 31, 2016. FATCA withholding tax generally can be avoided: (a) by an FFI, subject to 
any applicable intergovernmental agreement or other exemption, if it enters into a valid 
agreement with the IRS to, among other requirements, report required information about certain 
direct and indirect ownership of foreign financial accounts held by U.S. persons with the FFI and 
(b) by an NFFE, if it: (i) certifies that it has no substantial U.S. persons as owners or (ii) if it does 
have such owners, reports information relating to them.  The Fund may disclose the information 
that it receives from its shareholders to the IRS, non-U.S. taxing authorities or other parties as 
necessary to comply with FATCA. Withholding also may be required if a foreign entity that is a 
shareholder of the Fund fails to provide the Fund with appropriate certifications or other 
documentation concerning its status under FATCA. 
 
 Tax Shelter Reporting Regulations.  Under U.S. Treasury regulations, if a shareholder 
recognizes a loss with respect to a Fund’s shares of $2 million or more for an individual 
shareholder or $10 million or more for a corporate shareholder, the shareholder must file with the 
IRS a disclosure statement on Form 8886. Direct shareholders of portfolio securities are in many 
cases excepted from this reporting requirement, but under current guidance, shareholders of a 
regulated investment company are not excepted. Future guidance may extend the current 
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exception from this reporting requirement to shareholders of most or all regulated investment 
companies. The fact that a loss is reportable under these regulations does not affect the legal 
determination of whether the taxpayer’s treatment of the loss is proper. Shareholders should 
consult their tax advisers to determine the applicability of these regulations in light of their 
individual circumstances. 
 
 Shareholder Reporting Obligations with Respect to Foreign Financial Assets.  Certain 
individuals (and, if provided in future guidance, certain domestic entities) must disclose annually 
their interests in “specified foreign financial assets” on IRS Form 8938, which must be attached 
to their U.S. federal income tax returns for taxable years beginning after March 18, 2010. The 
IRS has not yet released a copy of the Form 8938 and has suspended the requirement to attach 
Form 8938 for any taxable year for which an income tax return is filed before the release of 
Form 8938. Following Form 8938’s release, individuals will be required to attach to their next 
income tax return required to be filed with the IRS a Form 8938 for each taxable year for which 
the filing of Form 8938 was suspended. Until the IRS provides more details regarding this 
reporting requirement, including in Form 8938 itself and related Treasury regulations, it remains 
unclear under what circumstances, if any, a shareholder’s (indirect) interest in a Fund’s 
“specified foreign financial assets,” if any, will be required to be reported on this Form 8938. 
 
 Other Reporting and Withholding Requirements.  Rules enacted in March 2010 require 
the reporting to the IRS of direct and indirect ownership of foreign financial accounts and 
foreign entities by U.S. persons. Failure to provide this required information can result in a 30% 
withholding tax on certain payments (“withholdable payments”) made after December 31, 2012. 
Specifically, withholdable payments subject to this 30% withholding tax include payments of 
U.S.-source dividends and interest made on or after January 1, 2014, and payments of gross 
proceeds from the sale or other disposal of property that can produce U.S.-source dividends or 
interest made on or after January 1, 2015. 
 
 The IRS has issued only very preliminary guidance with respect to these new rules; their 
scope remains unclear and potentially subject to material change. Very generally, it is possible 
that distributions made by a Fund after the dates noted above (or such later dates as may be 
provided in future guidance) to a shareholder, including a distribution in redemption of shares 
and a distribution of income or gains otherwise exempt from withholding under the rules 
applicable to non-U.S. shareholders described above (e.g., Capital Gain Dividends, Short-Term 
Capital Gain Dividends and interest-related dividends, as described above) will be subject to the 
new 30% withholding requirement. Payments to a foreign shareholder that is a “foreign financial 
institution” will generally be subject to withholding, unless such shareholder enters into a timely 
agreement with the IRS. Payments to shareholders that are U.S. persons or foreign individuals 
will generally not be subject to withholding, so long as such shareholders provide the Fund with 
such certifications or other documentation, including, to the extent required, with regard to such 
shareholders’ direct and indirect owners, as the Fund requires to comply with the new rules. 
Persons investing in a Fund through an intermediary should contact their intermediary regarding 
the application of the new reporting and withholding regime to their investments in the Fund. 
 
 Shareholders are urged to consult a tax advisor regarding this new reporting and 
withholding regime, in light of their particular circumstances. 
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Shares Purchased through Tax-Qualified Plans.  Special tax rules apply to investments 
through defined contribution plans and other tax-qualified plans. Shareholders should consult 
their tax advisers to determine the suitability of shares of a Fund as an investment through such 
plans, and the precise effect of an investment on their particular tax situation. 
 
 The foregoing is a general and abbreviated summary of the provisions of the Internal 
Revenue Code and the Treasury regulations in effect as they directly govern the taxation of the 
Funds and their shareholders.  These provisions are subject to change by legislative and 
administrative action, and any such change may be retroactive. Shareholders are urged to consult 
their tax advisers regarding specific questions as to U.S. federal income, estate or gift taxes, or 
foreign, state, local taxes or other taxes. 
 
CUSTODIAN 
 
 Huntington National Bank, 41 South High Street, Columbus, Ohio 43215, is Custodian of 
each Fund’s investments. The Custodian acts as the Funds’ depository, safekeeps portfolio 
securities, collects all income and other payments with respect thereto, disburses funds at the 
Funds’ request and maintains records in connection with its duties.  
 
FUND SERVICES 
 
 Ultimus Asset Services, LLC (“Ultimus”), 225 Pictoria Dr., Suite 450, Cincinnati, Ohio 
45246, acts as the Funds’ transfer agent, dividend disbursing agent, fund accountant, and 
administrator. Ultimus is a wholly-owned subsidiary of Ultimus Fund Solutions, LLC, the parent 
company of the Distributor.  The officers of the Trust also are officers and/or employees of 
Ultimus. 
 
 Ultimus maintains the records of each shareholder’s account, answers shareholders’ 
inquiries concerning their accounts, processes purchases and redemptions of each Fund’s shares, 
acts as dividend and distribution disbursing agent, and performs other transfer agent and 
shareholder service functions. For its services as a transfer agent, Ultimus receives a monthly fee 
from each Fund of $0.92 per direct shareholder account and $0.75 per NSCC networked 
shareholder account.     
 
 In addition, Ultimus provides the Funds with fund accounting services, which includes 
certain monthly reports, record keeping and other management-related services. For its services 
as fund accountant, Ultimus receives a monthly fee from each Fund equal to an annual rate of 
0.020% of a Fund’s average daily net assets up to $100 million; 0.015% of a Fund’s average 
daily net assets from $100 million to $250 million; and 0.008% of a Fund’s average daily net 
assets over $250 million.   
 
 Ultimus also provides the Funds with administrative services, including all regulatory 
reporting and necessary office equipment, personnel and facilities. For these services, Ultimus 
receives a monthly fee from each Fund equal to an annual rate of 0.035% of a Fund’s average 
daily net assets up to $100 million; 0.030% of a Fund’s average daily net assets from $100 
million to $250 million; 0.020% of a Fund’s average daily net assets from $250 million to $300 
million; and 0.008% of a Fund’s average daily net assets over $300 million per year. Ultimus 
also receives a compliance program services fee of $900 per month from the Funds.   
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 Ultimus agreed to waive the above fees for the first six months of operations with respect 
to the SMI 50/40/10 Fund.  
 

The following table provides information regarding transfer agent, fund accounting and 
administrative services fees paid by the Funds and their respective Predecessor Funds during the 
fiscal periods indicated.  The amounts given include reimbursement for various out-of-pocket 
expenses, and may include amounts paid to various third parties as compensation for sub-transfer 
agency services. 
 

Sound Mind Investing Fund Fiscal Year Ended 
October 31, 2015 

Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

Transfer Agent Fees $64,309 $35,512* $32,215* 
Fund Accounting Fees $36,041 $27,048 $26,703 
Administration Fees $66,762 $47,344 $47,967 

*This amount does not include certain out-of-pocket expenses paid by the Fund. 
 

SMI Conservative Allocation 
Fund 

Fiscal Year Ended 
October 31, 2015 

Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

Transfer Agent Fees $19,427 $4,510* $4,213* 
Fund Accounting Fees $3,772 $2,602 $2,188 
Administration Fees $6,981 $4,555 $3,932 

*This amount does not include certain out-of-pocket expenses paid by the Fund. 
 
SMI Dynamic Allocation 

Fund 
Fiscal Year Ended 
October 31, 2015 

Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

Transfer Agent Fees $39,575 $15,315* $14,035* 
Fund Accounting Fees $26,534 $24,656 $22,077 
Administration Fees $48,566 $43,162 $39,661 

*This amount does not include certain out-of-pocket expenses paid by the Fund. 
 

SMI 50/40/10 Fund Fiscal Year Ended 
October 31, 2015** 

Fiscal Year Ended 
October 31, 2016 

Fiscal Year Ended 
October 31, 2017 

Transfer Agent Fees $4,410 $5,289* $6,674* 
Fund Accounting Fees $0 $2,200 $2,588 
Administration Fees $0 $3,857 $4,650 

*This amount does not include certain out-of-pocket expenses paid by the Fund. 
**For the period April 29, 2015 to October 31, 2015 
 
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 

The firm of Cohen & Company, Ltd., (“Cohen”), 1350 Euclid Avenue, Suite 800, 
Cleveland, Ohio, 44115, has been selected as the Independent Registered Public Accounting 
Firm for the Funds for the fiscal year ended October 31, 2018.  Cohen will perform an annual 
audit of each Fund’s financial statements and will provide financial, tax and accounting services 
as requested, in accordance with applicable laws and regulations. 
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LEGAL COUNSEL 
 

The Law Offices of John H. Lively & Associates, Inc., a member firm of The 1940 Act 
Law GroupTM, 11300 Tomahawk Creek Parkway, Ste. 310, Leawood, KS  66211, serves as legal 
counsel for the Trust and Funds. 
 
DISTRIBUTOR 
 
  Unified Financial Securities, LLC (the “Distributor”), 9465 Counselors Row, Suite 200, 
Indianapolis, Indiana 46240, is the exclusive agent for distribution of shares of the Funds. The 
Distributor and Ultimus are wholly-owned subsidiaries of Ultimus Fund Solutions, LLC. 
 
  The Distributor is obligated to sell the shares of each Fund on a best efforts basis only 
against purchase orders for the shares. Shares of each Fund are offered to the public on a 
continuous basis.  
 
FINANCIAL STATEMENTS 
 

The financial statements and the report of the Independent Registered Public Accounting 
Firm required to be included in the Statement of Additional Information are incorporated herein 
by reference to the Funds’ Annual Report to Shareholders for the fiscal year ended October 31, 
2017.  You can obtain the Annual Report without charge by calling Shareholder Services at 
(877) 764-3863 or upon written request to: 
 

Ultimus Asset Services, LLC 
P.O. Box 46707 

Cincinnati, Ohio 45246-0707 
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EXHIBIT A 
 

VALUED ADVISERS TRUST 
PROXY VOTING POLICY AND PROCEDURE 

 
The Valued Advisers Trust (the “Trust”) is registered as an open-end management 

investment company under the Investment Company Act of 1940, as amended (“1940 Act”).  
The Trust offers multiple series (each a “Fund” and, collectively, the “Funds”).  Consistent with 
its fiduciary duties and pursuant to Rule 30b1-4 under the 1940 Act (the “Proxy Rule”), the 
Board of Trustees of the Trust (the “Board”) has adopted this proxy voting policy on behalf of 
the Trust (the “Policy”) to reflect its commitment to ensure that proxies are voted in a manner 
consistent with the best interests of the Funds’ shareholders.  
 

Delegation of Proxy Voting Authority to Fund Advisers 
 
 The Board believes that the investment advisor of the Fund (each an “Advisor” and, 
collectively, the “Advisors”), as the entity that selects the individual securities that comprise its 
Fund’s portfolio, is the most knowledgeable and best-suited to make decisions on how to vote 
proxies of portfolio companies held by that Fund.  The Trust shall therefore defer to, and rely on, 
the Advisor of the Fund to make decisions on how to cast proxy votes on behalf of such Fund.   
 
 The Trust hereby designates the Advisor of the Fund as the entity responsible for 
exercising proxy voting authority with regard to securities held in the Fund’s investment 
portfolio.  Consistent with its duties under this Policy, each Advisor shall monitor and review 
corporate transactions of corporations in which the Fund has invested, obtain all information 
sufficient to allow an informed vote on all proxy solicitations, ensure that all proxy votes are cast 
in a timely fashion, and maintain all records required to be maintained by the Fund under the 
Proxy Rule and the 1940 Act.  Each Advisor shall perform these duties in accordance with the 
Advisor’s proxy voting policy, a copy of which shall be presented to this Board for its review.  
Each Advisor shall promptly provide to the Board updates to its proxy voting policy as they are 
adopted and implemented.   
 

Conflict of Interest Transactions 
 

In some instances, an Advisor may be asked to cast a proxy vote that presents a conflict 
between the interests of the Fund’s shareholders, and those of the Advisor or an affiliated person 
of the Adviser.  In such case, the Advisor is instructed to abstain from making a voting decision 
and to forward all necessary proxy voting materials to the Trust to enable the Board to make a 
voting decision.  When the Board is required to make a proxy voting decision, only the Trustees 
without a conflict of interest with regard to the security in question or the matter to be voted 
upon shall be permitted to participate in the decision of how the Fund’s vote will be cast.  In the 
event that the Board is required to vote a proxy because an Advisor has a conflict of interest with 
respect to the proxy, the Board will vote such proxy in accordance with the Advisor’s proxy 
voting policy, to the extent consistent with the shareholders’ best interests, as determined by the 
Board in its discretion.  The Board shall notify the Advisor of its final decision on the matter and 
the Advisor shall vote in accordance with the Board’s decision.   
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Availability of Proxy Voting Policy and Records Available to Fund Shareholders 
 

If the Fund has a website, the Fund may post a copy of its Advisor’s proxy voting policy 
and this Policy on such website.  A copy of such policies and of the Fund’s proxy voting record 
shall also be made available, without charge, upon request of any shareholder of the Fund, by 
calling the applicable Fund’s toll-free telephone number as printed in the Fund’s prospectus.  
The Trust’s administrator shall reply to any Fund shareholder request within three business days 
of receipt of the request, by first-class mail or other means designed to ensure equally prompt 
delivery.   
 

Each Advisor shall provide a complete voting record, as required by the Proxy Rule, for 
each series of the Trust for which it acts as adviser, to the Trust’s administrator within 15 days 
following the end of each calendar quarter.  The Trust’s administrator will file a report based on 
such record on Form N-PX on an annual basis with the Securities and Exchange Commission no 
later than August 31st of each year. 
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EXHIBIT B 
 

SMI Advisory Services, LLC 
Proxy Voting Policy and Procedures 

 
A. Policy 

 
 Proxy voting is an important right of shareholders and reasonable care and diligence must 
be undertaken to ensure that such rights are properly and timely exercised.  When SMI-AS has 
discretion to vote the proxies of its clients, it will vote those proxies in the best interest of its 
clients and in accordance with these policies and procedures. 
 

B. Proxy Voting Procedures 
 

All proxies received by SMI-AS will be sent to the Chief Compliance Officer (CCO). 
The CCO will: 
 

Keep a record of each proxy received. 
 

Forward the proxy to a portfolio manager.   
 

Determine which accounts managed by SMI-AS holds the security to which the proxy 
relates. 
 

Provide a portfolio manager with a list of accounts that hold the security and the date by 
which SMI-AS must vote the proxy in order to allow enough time for the completed proxy to be 
returned to the issuer prior to the vote taking place. 
 

Absent material conflicts (see Section IV), the Portfolio Manager & CCO will determine 
how SMI-AS should vote the proxy.  The CCO is responsible for completing the proxy and 
mailing the proxy in a timely and appropriate manner. 
 
SMI-AS may retain a third party to assist it in coordinating and voting proxies with respect to 
client securities.  If so, the Compliance Officer shall monitor the third party to assure that all 
proxies are being properly voted and appropriate records are being retained. 
 

C. Voting Guidelines 
 

In the absence of specific voting guidelines from a client, SMI-AS will vote proxies in 
the best interest of each particular client, which may result in different voting results for proxies 
for the same issuer.  SMI-AS believes that voting proxies in accordance with the following 
guidelines is in the best interest of its client. 

 
Generally, SMI-AS will vote in favor of routine corporate housekeeping proposals, 

including election of directors (where no corporate governance issues are implicated), selection 
of auditors, and increases in or reclassification of common stock. 
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Generally, SMI-AS will vote against proposals that make it more difficult to replace 
members of the issuer’s board of directors, including proposals to stagger the board, cause 
management to be overrepresented on the board, introduce cumulative voting, introduce unequal 
voting rights, and create supermajority voting. 
 

For other proposals, SMI-AS shall determine whether a proposal is in the best interest of 
its clients and may take into account the following factors, among others: 
 

Whether the proposal was recommended by management and SMI-AS opinion of 
management; 
 

Whether the proposal acts to entrench existing management; and 
 

Whether the proposal fairly compensates management for past and future performance. 
 

SMI-AS reserves the right to add to these factors as it deems necessary in order to ensure 
that further categories of proposals are covered and that the general principles in determining 
how to vote all proxies are fully stated. 
 

D. Conflicts of Interest 
 

The CCO will identify any conflicts that exist between the interests of SMI-AS and its 
clients.  This examination will include a review of the relationship of SMI-AS and its affiliates 
with the issuer of each security [and any of the issuer’s affiliates] to determine if the issuer is a 
client of SMI-AS or an affiliate of SMI-AS or has some other relationship with SMI-AS or a 
client of SMI-AS. 

 
If a material conflict exists, SMI-AS will determine whether voting in accordance with 

the voting guidelines and factors described above is in the best interest of the client.  SMI-AS  
will also determine whether it is appropriate to disclose the conflict to the affected clients and, 
except in the case of clients that are subject to the Employee Retirement Income Security Act of 
1974, as amended (“ERISA”), give the clients the opportunity to vote their proxies themselves. 
In the case of ERISA clients, if the Investment Management Agreement reserves to the ERISA 
client the authority to vote proxies when  SMI-AS determines it has a material conflict that 
affects its best judgment as an ERISA fiduciary, SMI-AS will give the ERISA client the 
opportunity to vote the proxies themselves. 
 

E. Disclosure 
 

SMI-AS will disclose in its Form ADV Part II that clients may contact the Compliance 
Officer, via e-mail or telephone at (812) 376-7320 Ext. #2, in order to obtain information on how 
SMI-AS voted such client’s proxies, and to request a copy of these policies and procedures. If a 
client requests this information, the Compliance Officer will prepare a written responses to the 
client that lists, with respect to each voted proxy that the client has inquired about, (1) the name 
of the issuer; (2) the proposal voted upon and (3) how SMI-AS voted the client’s proxy. 
 

A concise summary of these Proxy Voting Policies and Procedures will be included in 
SMI-AS Form ADV Part II, and will be updated whenever these policies and procedures are 
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updated.  The CCO will arrange for a copy of this summary to be sent to all existing clients, 
either as a separate mailing or along with a periodic account statement or other correspondence 
sent to clients. 
 

F. Record Keeping 
 
 The CCO will maintain files relating to SMI-AS proxy voting procedures.  Records will 
be maintained and preserved for five years from the end of the fiscal year during which the last 
entry was made on a record, with records for the first two years kept in the offices of SMI-AS.  
Records of the following will be included in the files: 
 

Copies of these proxy voting policies and procedures and any amendments thereto. 
 

A copy of each proxy statement that SMI-AS receives provided however that SMI-AS 
may rely on obtaining a copy of proxy statements from the SEC’s EDGAR system for those 
proxy statements that are so available.  SMI-AS may also choose to have a third party retain a 
copy of the proxy statements, provided that third party undertakes to provide a copy of the proxy 
statement promptly upon request. 

 
A record of each vote that SMI-AS casts.  SMI-AS may also rely on a third party to retain 

a copy of the votes cast, provided that third party undertakes to provide a copy of the record 
promptly upon request. 
 

A copy of any document SMI-AS created that was material to making a decision how to 
vote proxies, or that memorializes that decision. 
 

A copy of each written client request for information on how SMI-AS voted such client’s 
proxies, and a copy of any written response to any (written and oral) client request for 
information on how SMI-AS voted its proxy. 
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EXHIBIT C  

  
Governance and Nominating Committee Charter 

Valued Advisers Trust  
 
Governance and Nominating Committee Membership  
 

1. The Governance and Nominating Committee (the “Committee”)  of Valued 
Advisers Trust (“Trust”) shall be composed entirely of Independent Trustees. 
 
Board Nominations and Functions  
 

1. The Committee shall make nominations for Trustee membership on the Board of 
Trustees (the “Board”), including the Independent Trustees. The Committee shall evaluate 
candidates’ qualifications for Board membership and their independence from the investment 
advisers to the Trust’s series portfolios and the Trust’s other principal service providers. Persons 
selected as Independent Trustees must not be “interested person” as that term is defined in the 
Investment Company Act of 1940, as amended (the “1940 Act”), nor shall Independent Trustee 
have any affiliations or associations that shall preclude them from voting as an Independent 
Trustee on matters involving approvals and continuations of Rule 12b-1 Plans, Investment 
Advisory Agreements and such other standards as the Committee shall deem appropriate.  The 
Committee shall also consider the effect of any relationships beyond those delineated in the 1940 
Act that might impair independence, e.g., business, financial or family relationships with 
managers or service providers.  See Appendix A for Procedures with Respect to Nominees to the 
Board. 
 

2. The Committee shall periodically review Board governance procedures and shall 
recommend any appropriate changes to the full Board. 

 
3. The Committee shall periodically review the composition of the Board to 

determine whether it may be appropriate to add individuals with different backgrounds or skill 
sets from those already on the Board. 

 
4. The Committee shall periodically review trustee compensation and shall 

recommend any appropriate changes to the Independent Trustees as a group. 
 
Committee Nominations and Functions  
 

1. The Committee shall make nominations for membership on all committees and 
shall review committee assignments at least annually. 
 

2. The Committee shall review, as necessary, the responsibilities of any committees 
of the Board, whether there is a continuing need for each committee, whether there is a need for 
additional committees of the Board, and whether committees should be combined or reorganized. 
The Committee shall make recommendations for any such action to the Board. 
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Other Powers and Responsibilities  
 

1. The Committee shall have the resources and authority appropriate to discharge its 
responsibilities, including authority to retain special counsel and other experts or consultants at 
the expense of the Trust. 
 

2. The Committee shall review this Charter at least annually and recommend any 
changes to the Board. 
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APPENDIX A TO THE GOVERNANCE AND NOMINATING COMMITTEE 
CHARTER  
 
VALUED ADVISERS TRUST  
  
PROCEDURES WITH RESPECT TO NOMINEES TO THE BOARD  
 
Identification of Candidates. When a vacancy on the Board of Trustees exists or is anticipated, 
and such vacancy is to be filled by an Independent Trustee, the Governance and Nominating 
Committee shall identify candidates by obtaining referrals from such sources as it may deem 
appropriate, which may include current Trustees, management of the Trust, counsel and other 
advisors to the Trustees, and shareholders of the Trust who submit recommendations in 
accordance with these procedures. In no event shall the Governance and Nominating Committee 
consider as a candidate to fill any such vacancy an individual recommended by any investment 
adviser of any series portfolio of the Trust, unless the Governance and Nominating Committee 
has invited management to make such a recommendation. 
 
Shareholder Candidates. The Governance and Nominating Committee shall, when identifying 
candidates for the position of Independent Trustee, consider any such candidate recommended 
by a shareholder if such recommendation contains: (i) sufficient background information 
concerning the candidate, including evidence the candidate is willing to serve as an Independent 
Trustee if selected for the position; and (ii) is received in a sufficiently timely manner as 
determined by the Governance and Nominating Committee in its discretion.  Shareholders shall 
be directed to address any such recommendations in writing to the attention of the Governance 
and Nominating Committee, c/o the Secretary of the Trust. The Secretary shall retain copies of 
any shareholder recommendations which meet the foregoing requirements for a period of not 
more than 12 months following receipt.  The Secretary shall have no obligation to acknowledge 
receipt of any shareholder recommendations. 
 
Evaluation of Candidates. In evaluating a candidate for a position on the Board of Trustees, 
including any candidate recommended by shareholders of the Trust, the Governance and 
Nominating Committee shall consider the following: (i) the candidate’s knowledge in matters 
relating to the mutual fund industry; (ii) any experience possessed by the candidate as a director 
or senior officer of public companies; (iii) the candidate’s educational background; (iv) the 
candidate’s reputation for high ethical standards and professional integrity; (v) any specific 
financial, technical or other expertise possessed by the candidate, and the extent to which such 
expertise would complement the Board’s existing mix of skills, core competencies and 
qualifications; (vi) the candidate’s perceived ability to contribute to the ongoing functions of the 
Board, including the candidate’s ability and commitment to attend meetings regularly and work 
collaboratively with other members of the Board; (vii) the candidate’s ability to qualify as an 
Independent Trustee and any other actual or potential conflicts of interest involving the candidate 
and the Trust; and (viii) such other factors as the Governance and Nominating Committee 
determines to be relevant in light of the existing composition of the Board and any anticipated 
vacancies. Prior to making a final recommendation to the Board, the Governance and 
Nominating Committee shall conduct personal interviews with those candidates it concludes are 
the most qualified candidates.  
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