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Th e  Tru s t  
 
Each  of the  Beacon Tactica l Risk ETF (the  “Tactica l Risk Fund”), and  the  Beacon Se lective  
Risk ETF (the  “Se lective  Risk Fund”), (each  a  “Fund,” and  toge ther the  “Funds”). Each  of the 
Funds is a  se ries of Northern  Lights Fund Trust II, a  De laware  sta tu tory trust (the  “Trust”) 
organ ized  on  August 26, 2010.  

 
The  Trust is registe red  as an  open-end m anagem en t investm en t com pany.  The  Trust is 
governed  by its  Board  of Trustees (the  “Board” or “Trustees”).  The  Funds m ay issue  an  
un lim ited  num ber of share s of bene ficia l in te re st. All share s of the  Funds have  equal 
rights and  privileges.  Each  share  of a  Fund is en titled  to  one  vote  on  a ll m atte rs as to  
wh ich  share s are  en titled  to  vote .  In  addition , each  share  of a  Fund is en titled  to 
participate  equa lly with  o the r shares (i) in  d ividends and  d istribu tions decla red  by a  Fund 
and (ii) on  liqu ida tion  to its  proportionate  share  of the  asse ts rem ain ing a fte r sa tisfaction  
of ou tstanding liab ilities.  Shares of a  Fund are  fu lly pa id , non-assessable  and fu lly 
transfe rable  when  issued  and have  no  pre -em ptive , conve rsion  or exchange  
rights.  Fractiona l shares have  proportionate ly the  sam e  righ ts, including voting rights, as 
a re  provided  for a  fu ll share .  

  
Each  Fund is a  d iversified  series of the  Trust.  The  Funds’ investm en t objectives, 
re strictions and  policie s a re  m ore  fu lly described  here  and  in  the  Prospectus.  The  Board 
m ay add classe s to  and  reclassify the  shares of the  Funds, start othe r se ries and  offe r 
share s of a  new fund under the  Trust a t any tim e.   
 
The  Funds m ay issue  an  un lim ited  num ber of share s of bene ficia l in te re st (“Shares”). All 
Share s have  equal rights and  privileges. Each  Share  is en titled  to  one  vote  on  a ll m atte rs 
as to  wh ich  Shares are  en titled  to  vote . In  addition , each  Share  is en titled  to  participa te  
equally with  other Shares (i) in  d ividends and  distribu tions decla red  by the  Funds and  (ii) 
on  liqu ida tion  to  its  proportionate  share  of the  asse ts rem ain ing a fte r satisfaction  of 
outstanding liab ilitie s. Share s are  fu lly pa id , non-assessable  and  fu lly transferable  when 
issued  and  have  no pre-em ptive , conve rsion  or exchange  rights.  

 
Th e  Tru s t ’s  Agre e m e n t  a n d  De cla r a t ion  of Tru s t  - Ge n e ra l 
 
Under the  Trust’s Am ended Agreem en t and Declaration  of Trust, e ach  Trustee  will 
con tinue  in  office  un til the  te rm ination  of the  Trust or h is/her earlie r dea th , incapacity, 
re signa tion  or rem oval.  Shareholders can  rem ove  a  Trustee  to  the  extent provided  by 
the  Investm ent Com pany Act of 1940, as am ended (the  “1940 Act”) and  the  ru le s and 
regu la tions prom ulga ted  thereunder.  Vacancie s m ay be  filled  by a  m ajority of the  
rem ain ing Trustees, except insofar as the  1940 Act m ay requ ire  the  e lection  by 
shareholde rs.  As a  re su lt, norm ally no  annual or regu lar m eetings of shareholders will 
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be  he ld  un le ss m atte rs a rise  requ iring a  vote  of shareholders under the  Agreem en t and 
Declara tion  of Trust or the  1940 Act. 

The  Trust is  not requ ired  to  and  does not in tend  to  hold  annual m eetings of shareholders.  

Th e  Tru s t ’s  Agre e m e n t  a n d  De cla r a t ion  of Tru s t  – Sh a re h o ld e r  De r iva t ive  Act ion s 
 
A shareholde r m ay bring de riva tive  action  on  beha lf of the  Trust on ly if the  shareholde r 
or shareholders first m ake  a  pre-su it dem and upon the  Trustees to  bring the  subject 
action  un le ss an  e ffort to  cause  the  Trustees to  bring such  action  is excused . A dem and 
on  the  Trustees sha ll on ly be  excused  if a  m ajority of the  Board  of Trustees, or a  m ajority 
of any com m ittee  e stab lished  by the  Board  to  consider the  m erits of such  action , has a  
pe rsona l financia l in te re st in  the  action  at issue . 

Beacon  Capita l Managem ent, Inc. (the  “Adviser”) se rves as the  investm en t adviser to  each  
Fund and Exchange  Traded Concepts, LLC (the  “Trading Sub-Advise r”) se rves as the 
trad ing sub-adviser to  the  Funds. 
 
The  shares of each  of the  Funds a re  principa lly listed and traded on  the  NYSE Arca, Inc. 
(the  "Exchange"), as shown on  the  cove r of th is SAI.  ETFs, such  as each  of the  Funds, do 
not se ll or redeem  individua l share s of the  Fund. Instead , financia l en titie s known as 
“Authorized  Participan ts” (wh ich  are  d iscussed  in  greate r de ta il be low) have  con tractua l 
a rrangem ents with  the  Fund or the  Distribu tor to  pu rchase  and  redeem  Fund shares 
d irectly with  the  Fund in  la rge  b locks of share s known as “Creation  Un its.” An  Authorized 
Participan t tha t purchases a  Crea tion  Un it of Fund shares deposits with  the  Fund a  
“baske t” of secu ritie s, cash  and/or other asse ts identified  by the  Fund tha t day, and  then  
rece ives the  Crea tion  Un it of Fund share s in  re tu rn  for those  asse ts. The  redem ption  
process is the  reverse  of the  pu rchase  process: the  Authorized Participan t redeem s a  
Creation  Un it of Fund share s for a  baske t of securities, cash  and/or o the r asse ts. The  
baske t is  gene ra lly repre sen tative  of the  Fund’s portfo lio, and  toge ther with  a  cash  
ba lancing am oun t, it  is  equa l to  the  NAV of the  Fund share s com prising the  Creation  Un it. 
Pu rsuant to  Ru le  6c-11 of the  1940 Act, the  Funds m ay u tilize  baske ts tha t are  not 
repre sen tative  of the  Fund’s portfo lio. Such  “custom  baske ts” are  d iscussed  in  the  section  
entitled  “Creation  and  Redem ption  of Crea tion  Un its.” 
 
EXCHANGE LISTING AND TRADING 
 
Shares of the  Funds are  approved for listing and  trad ing on  the  Exchange , subject to  
notice  of issuance , and  will be  ava ilab le  for purchase  and  sa le  through  a  broke r-dea le r a t 
m arke t price  on  each  day that the  Exchange  is open  for business. The  m arke t price  of the  
Fund’s share s m ay trade  be low, at, o r above  the  m ost recently ca lcu lated  NAV pe r share  
of the  Fund. As is the  case  of other publicly traded  secu ritie s, your purchase  or sa le  of a  
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Fund’s share s in  the  secondary m arke t will be  subject to  brokerage  com m issions wh ich  
will be  based  on  negotia ted  com m ission  rate s a t custom ary leve ls. 
  
The re  can  be  no assurance  tha t the  requ irem en ts of the  Exchange  necessary to m ain ta in 
the  listing of shares of each  of the  Funds will con tinue  to  be  m et. The  Exchange  m ain ta ins 
certa in  listing standards and requ ires listed com pan ies like  the  Funds to  continue  to 
com ply with  such  standards wh ile  the ir share s a re  ava ilab le  for trad ing on  the  Exchange . 
The  Exchange  m ay, but is  not requ ired  to, rem ove  the  shares of a  Fund from  listing if: (1) 
fo llowing the  in itia l twe lve -m onth  period  beginn ing upon  the  com m encem ent of trad ing 
of the  share s, the re  a re  fewer than  50 bene ficia l holders of the  share s; (2) the  Fund is no 
longe r e ligib le  to  operate  in  re liance  on  Ru le  6c-11 unde r the  1940 Act; (3) the  Fund fa ils 
to  m eet certa in  con tinued  listing standards of the  Exchange; or (4) such  other even t sha ll 
occur or condition  exists that, in  the  opin ion  of the  Exchange , m akes furthe r dea lings on  
the  Exchange  inadvisable . In  addition , the  Exchange  will rem ove  the  share s from  listing 
and  trad ing upon  te rm ina tion  of the  Trust or the  Fund. 
 
The  base  and  trad ing cu rrencie s of each  Fund is the  U.S. dolla r. The  base  cu rrency is the  
currency in  wh ich  a  Fund’s NAV is ca lcu lated  and  the  trad ing currency is the  currency in 
wh ich  share s of the  Funds a re  listed  and  traded on  the  Exchange . 
 
The  Trust re serves the  right to  ad just the  share  price  of the  Funds in  the  fu ture  to 
m ain ta in  conven ien t trad ing ranges for investors. Any adjustm ents wou ld  be  
accom plished  through  stock sp lits  or reve rse  stock sp lits, wh ich  wou ld  have  no  e ffect on  
the  ne t asse ts of a  Fund. 
 
In ve st m e n t  Po licie s , St ra t e gie s  a n d  Associa t e d  Risks    
 
The  investm ent objective  of each  of the  Tactica l Risk Fund and the  Se lective  Risk Fund 
(collective ly, the  “Funds”) is  to  seek to  provide  long-te rm  capita l appreciation . The  
investm ent objectives of the  Funds and the  descrip tions of each  Fund’s principal 
investm ent stra tegie s a re  se t forth  unde r “Investm ent Strategies, Re la ted  Risks and 
Disclosure  of Portfo lio Holdings” in  the  Prospectus.  Each  Fund’s investm en t objective  is 
not fundam enta l and  m ay be  changed without the  approval of a  m ajority of the 
outstanding voting securities of the  Trust, a lthough a  Fund will p rovide  shareholde rs with  
notice  of any change  to  a  Fund’s investm ent objectives a t least 60 days prior to  such  
change .  
 
The  Prospectus d iscusses each  Fund’s principa l investm ent stra tegie s. Be low you  will find 
m ore  de ta il abou t the  types of investm ents and  investm ent practice s pe rm itted  by each  
Fund, including those  wh ich  a re  not part of the  Fund’s principa l investm ent stra tegy. 
These  investm ent practice s a ffect each  Fund d irectly as we ll as through  the  unde rlying 
ETFs in  wh ich  it invests. 
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Asse t -Ba cke d  Se cu r it ie s  
 
The  Funds m ay invest in  ce rta in  types of asse t-backed securitie s.  Asse t-backed securities 
a re  secu ritie s issued by trusts and  specia l pu rpose  en tities tha t a re  backed by pools of 
asse ts, such  as au tom obile  and  credit-card  rece ivable s and  hom e  equ ity loans, wh ich  
pass th rough  the  paym ents on  the  underlying obliga tions to  the  secu rity holders (less 
se rvicing fees pa id  to the  originator or fee s for any credit enhancem ent).  Typica lly, the  
originator of the  loan  or accoun ts rece ivable  pape r transfe rs it  to  a  specia lly created  trust, 
wh ich  repackages it as secu ritie s with  a  m in im um  denom ination  and  a  specific te rm .  The  
securities are  then  priva te ly p laced or publicly offe red.  Exam ples include  ce rtificate s for 
au tom obile  rece ivable s and  so-ca lled  p lastic bonds, backed by credit card  rece ivable s. 
 
The  va lue  of an  asse t-backed secu rity is a ffected  by, am ong other th ings, changes in  the 
m arke t’s perception  of the  asse t backing the  security, the  creditworth iness of the  
se rvicing agen t for the  loan  pool, the  origina tor of the  loans and  the  financia l in stitu tion  
provid ing any credit enhancem ent.  Paym en ts of principa l and  in te rest passed  through 
to  holde rs of asse t-backed securitie s are  frequently supported  by som e  form  of credit 
enhancem en t, such  as a  le tte r of credit, su re ty bond, lim ited guaran tee  by another en tity 
or by having a  priority to  certa in  of the  borrower’s other asse ts.  The  degree  of credit 
enhancem en t varies, and  genera lly applie s to  on ly a  portion  of the  asse t-backed 
security’s par va lue .  Value  is a lso  a ffected  if any credit enhancem ent has been  exhausted . 
 
Bor row in g 
 
The  Funds m ay borrow m oney for investm ent pu rposes, wh ich  is a  form  of leveraging.  
Leve raging investm ents, by pu rchasing secu ritie s with  borrowed m oney, is  a  specu la tive  
techn ique  that increases investm ent risk while  increasing investm ent opportun ity.  
Leve rage  will m agn ify changes in  a  Fund’s ne t asse t va lue  and  on  the  Fund’s investm ents.  
Although  the  principa l of such  borrowings will be  fixed , the  Fund’s asse ts m ay change  in  
va lue  during the  tim e the  borrowing is ou tstanding.  Leve rage  a lso crea te s in te rest 
expenses for the  Fund.  To  the  exten t the  incom e  de rived  from  securities pu rchased  with 
borrowed funds exceeds the  in te re st the  Fund will have  to  pay, the  Fund’s ne t incom e 
will be  grea te r than  it wou ld  be  if leverage  were  not u sed .  Conve rse ly, if the  incom e  from  
the  asse ts obta ined  with  borrowed funds is not su fficien t to  cover the  cost of leve raging, 
the  ne t incom e of the  Fund will be  less than  it wou ld  be  if leverage  were  not u sed, and  
there fore  the  am oun t ava ilab le  for d istribu tion  to shareholders as d ividends will be  
reduced.  The  use  of de rivatives in  connection  with  leve rage  crea te s the  potentia l for 
sign ificant loss. 
 
The  Funds m ay a lso borrow funds to m eet redem ptions or for o the r em ergency 
purposes.  Such  borrowings m ay be  on  a  secu red  or unsecured basis a t fixed  or variab le  
ra te s of in te re st.  The  1940 Act requ ires the  Funds to  m ain ta in  continuous asse t coverage  
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o f not le ss than  300% with  re spect to  a ll borrowings.  If such  asse t coverage  shou ld 
decline  to  le ss than  300% due  to  m arke t fluctuations or other reasons, the  Funds m ay be  
requ ired  to  d ispose  of som e  of its  portfo lio  hold ings with in  three  days in  order to  reduce 
a  Fund’s debt and  re store  the  300% asse t coverage , even  though  it m ay be  
d isadvan tageous from  an  investm ent standpoin t to  d ispose  of asse ts a t that tim e . 
 
The  Funds a lso  m ay be  requ ired  to  m ain ta in  m in im um  ave rage  ba lances in  connection  
with  such  borrowing or to  pay a  com m itm ent or other fee  to m ain ta in  a  line  of credit.  
Eithe r of these  requ irem ents wou ld  increase  the  cost of borrowing over the  sta ted 
in te re st ra te . 
 
Borrowing by a  Fund crea te s an  opportun ity for increased  ne t incom e , bu t a t the  sam e 
tim e , creates specia l risk considerations.  For exam ple , leveraging m ay exagge rate  the  
e ffect on  ne t asse t va lue  of any increase  or decrease  in  the  m arke t va lue  of a  Fund’s 
portfo lio. 
 
De b t  Ob liga t ion s 

The  Funds m ay invest in  a  wide  range  of debt obliga tions and  fixed-incom e  securitie s, 
wh ich  m ay include  obliga tions of any rating or m aturity, or un rated  securities. 
 
Bonds 

A bond is an  in te rest-bearing secu rity issued  by a  U.S. or non-U.S. com pany, or U.S. or 
non-U.S. gove rnm enta l un it. The  issuer of a  bond has a  contractua l obliga tion  to  pay 
in te re st a t a  sta ted  ra te  on  specific dates and to  repay principa l (the  bond’s face  va lue) 
pe riodica lly or on  a  specified  m atu rity da te . Bonds gene ra lly a re  used  by corpora tions 
and  gove rnm ents to  borrow m oney from  investors. 

An  issue r m ay have  the  right to  redeem  or “ca ll” a  bond be fore  m atu rity, in  wh ich  case  a  
fund m ay have  to  re invest the  proceeds at lower m arke t ra tes. Sim ila rly, a  fund m ay have  
to  re invest in te rest incom e  or paym en ts rece ived  when  bonds m ature , som e tim es a t 
lower m arke t ra te s. Most bonds bear in te rest incom e  a t a  “coupon” rate  that is  fixed  for 
the  life  of the  bond. The  va lue  of a  fixed-ra te  bond usua lly rise s when  m arke t in te re st 
ra te s fa ll, and  fa lls when  m arke t in te re st ra te s rise . Accordingly, a  fixed-rate  bond’s yie ld 
(incom e  as a  percent of the  bond’s cu rrent va lue ) m ay d iffe r from  its coupon  ra te  as its 
va lue  rise s or fa lls. When  an  investor purchases a  fixed-ra te  bond at a  price  that is  greate r 
than  its face  va lue , the  investor is purchasing the  bond at a  prem ium . Converse ly, when 
an  investor purchases a  fixed-rate  bond at a  price  that is  less than  its  face  va lue , the  
investor is  pu rchasing the  bond at a  d iscoun t. Fixed-rate  bonds tha t are  pu rchased  a t a  
d iscount pay le ss cu rrent incom e  than  securities with  com parable  yie lds that a re  
pu rchased  at face  va lue , with  the  re su lt that prices for such  fixed-rate  securities can  be  
m ore  volatile  than  prices for such  securities that a re  pu rchased  at face  va lue .  
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Othe r types of bonds bear in te rest a t an  in te re st ra te  tha t is ad justed periodica lly. 
In te re st ra te s on  “floating rate” or “variab le  rate” bonds m ay be  h ighe r or lower than  
curren t m arke t ra te s for fixed-ra te  bonds of com parable  qua lity with  sim ila r fina l 
m aturitie s. 

Because  of the ir ad justab le  in te rest ra te s, the  va lue  of “floating rate” or “variab le  ra te” 
bonds fluctuate s m uch le ss in  re sponse  to  m arke t in te rest ra te  m ovem en ts than  the  
va lue  of fixed-rate  bonds, but the ir va lue  m ay decline  if the ir in te re st ra te s do  not rise  as 
m uch , or as qu ickly, as in te re st ra te s in  gene ra l. The  Fund m ay trea t som e of these  bonds 
as having a  shorte r m aturity for pu rposes of ca lcu la ting the  we igh ted average  m aturity 
of its  investm en t portfo lio . Genera lly, price s of h ighe r qua lity issues tend  to  fluctuate  le ss 
with  changes in  m arke t in te re st ra te s than  price s of lower qua lity issues and  price s of 
longe r m aturity issues tend  to  fluctuate  m ore  than  price s of shorte r m aturity issues. 
Bonds m ay be  sen ior or subordinated obliga tions. Sen ior obliga tions gene ra lly have  the  
first cla im  on  a  corpora tion’s earn ings and  asse ts and, in  the  even t of liqu ida tion , a re  pa id 
be fore  subordinated obliga tions. Bonds m ay be  unsecured  (backed on ly by the  issuer’s 
gene ra l creditworth iness) or secu red  (backed  by specified  colla te ra l). 

Certifica tes of Deposit and Bankers' Acceptances 

Ce rtificate s of deposit are  rece ip ts issued  by a  depository in stitu tion  in  exchange  for the  
deposit o f funds. The  issue r agrees to  pay the  am oun t deposited  p lus in te rest to  the  
beare r of the  rece ipt on  the  da te  specified  on  the  ce rtificate . The  ce rtifica te  usua lly can 
be  traded  in  the  secondary m arke t prior to  m atu rity. Banke rs’ acceptances typica lly a rise  
from  short-te rm  credit a rrangem ents designed to  enable  businesses to  obta in  funds to 
finance  com m ercia l transactions. Genera lly, an  acceptance  is a  tim e  draft drawn  on  a  
bank by an  exporte r or an  im porte r to  obta in  a  sta ted  am ount of funds to  pay for specific 
m erchandise . The  draft is  then  “accepted” by a  bank that, in  e ffect, unconditiona lly 
guaran tees to  pay the  face  va lue  of the  instrum ent on  its  m aturity date . The  acceptance  
m ay then  be  he ld  by the  accepting bank as an  earn ing asse t or it  m ay be  so ld  in  the  
secondary m arke t a t the  going ra te  of d iscount for a  specific m aturity. Although 
m aturitie s for acceptances can  be  as long as 270 days, m ost acceptances have  m aturitie s 
of six m onths or le ss. 

Commercia l Paper 

Com m ercia l pape r consists of short-te rm  (usua lly from  1 to  270 days) unsecured 
prom issory note s issued  by corporations in  orde r to  finance  the ir current operations. It 
m ay be  secured  by le tte rs of credit, a  sure ty bond or other form s of co lla te ra l. 
Com m ercia l paper is usua lly repa id  at m atu rity by the  issue r from  the  proceeds of the  
issuance  of new com m ercia l pape r. As a  resu lt, investm ent in  com m ercia l pape r is  subject 
to  the  risk the  issue r cannot issue  enough new com m ercia l pape r to  satisfy its 
outstanding com m ercia l pape r, a lso known as ro llover risk. Com m ercia l paper m ay 
becom e  illiqu id  or m ay su ffe r from  reduced liqu id ity in  ce rta in  circum stances. Like  a ll 
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fixed  incom e securities, com m ercia l paper prices are  susceptib le  to  fluctuations in  
in te re st ra te s. If in te rest ra te s rise , com m ercia l pape r price s will decline . The  short-te rm  
na ture  of a  com m ercia l pape r investm en t m akes it less susceptib le  to  in te re st ra te  risk 
than  m any o ther fixed  incom e  securitie s because  in te rest ra te  risk typica lly increases as 
m aturity lengths increase . Com m ercia l pape r tends to  yie ld  sm alle r re turns than  longer-
te rm  corpora te  debt because  secu rities with  shorte r m atu ritie s typica lly have  lower 
e ffective  yie lds than  those  with  longe r m atu ritie s. As with  a ll fixed  incom e  securities, 
there  is a  chance  that the  issuer will de fau lt on  its  com m ercia l paper obliga tion . 

Corpora te Debt Securities 

Corporate  debt securitie s are  fixed-incom e securities issued  by businesses to  finance  
the ir opera tions, a lthough  corpora te  debt in strum ents m ay a lso  include  bank loans to 
com pan ie s. Notes, bonds, debentu re s and  com m ercia l pape r a re  the  m ost com m on 
types of corporate  debt securities, with  the  prim ary d iffe rence  be ing the ir m aturities and 
secured  or unsecured  sta tus.  Com m ercia l pape r has the  shorte st te rm  and is usua lly 
unsecured . 
 
The  broad category of corpora te  debt secu ritie s includes debt issued  by dom estic or 
fore ign  com pan ies of a ll kinds, including those  with  sm all-, m id- and  la rge -capita liza tions. 
Corporate  debt m ay be  rated  investm ent-grade  or be low investm ent-grade  and  m ay 
carry variab le  or floating ra te s of in te re st. 
 
Because  of the  wide  range  of types and  m aturitie s of corporate  debt securities, as we ll 
as the  range  of creditworth iness of its issuers, corpora te  debt secu ritie s have  wide ly 
varying potentia ls for re turn  and  risk profile s.  For exam ple , com m ercial pape r issued  by 
a  la rge  e stab lished  dom estic corpora tion  that is  ra ted  investm en t-grade  m ay have  a  
m odest re tu rn  on  principa l, bu t carries re lative ly lim ited  risk.  On the  other hand, a  long-
te rm  corpora te  note  issued  by a  sm all fore ign  corpora tion  from  an  em erging m arke t 
country that has not been  rated m ay have  the  potentia l for re lative ly la rge  re turns on  
principa l, bu t carrie s a  re la tive ly h igh  degree  of risk. 
 
Corporate  debt securitie s carry both  credit risk and  in te rest ra te  risk.  Credit risk is the  
risk that a  Fund cou ld  lose  m oney if the  issuer of a  corporate  debt security is unable  to  
pay in te re st or repay principa l when it is due .  Som e corporate  debt securitie s that a re  
ra ted  be low investm en t-grade  a re  gene ra lly considered  specu lative  because  they 
pre sen t a  grea te r risk of loss, including de fau lt, than  h igher qua lity debt secu ritie s.  The  
credit risk of a  particu la r issuer’s debt security m ay vary based on  its priority for 
repaym en t.  For exam ple , h igher ranking (sen ior) debt secu rities have  a  h ighe r priority 
than  lower ranking (subordina ted) securitie s.  Th is m eans that the  issue r m ight not m ake  
paym en ts on  subordina ted  secu rities wh ile  continu ing to  m ake  paym ents on  sen ior 
securities.  In  addition , in  the  event of bankruptcy, holders of h ighe r-ranking sen ior 
securities m ay rece ive  am ounts otherwise  payable  to  the  holders of m ore  jun ior 
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securities.  In te re st ra te  risk is the  risk that the  va lue  of ce rta in  corporate  debt secu rities 
will tend  to  fa ll when  in te re st ra tes rise .  In  genera l, corporate  debt securities with  longe r 
te rm s tend to fa ll m ore  in  va lue  when in te re st ra te s rise  than  corporate  debt secu rities 
with  shorte r te rm s. 
 
 Debt Issued by United Sta tes Government Agencies 
 
These  consist of debt secu ritie s issued  by agencies and  instrum en ta litie s of the  Un ited 
State s governm ent, including the  various types of instrum en ts cu rrently outstanding or 
wh ich  m ay be  offe red  in  the  fu tu re . Agencie s include , am ong o the rs, the  Federa l Housing 
Adm in istration , Gove rnm ent Nationa l Mortgage  Association  (“Ginn ie  Mae”), Farm er’s 
Hom e  Adm in istration , Export-Im port Bank of the  United  States, Maritim e  Adm in istration , 
and  Genera l Services Adm in istration . In strum en ta litie s include , for exam ple , each  of the  
Fede ra l Hom e  Loan Banks, the  Nationa l Bank for Cooperatives, the  Federa l Hom e Loan 
Mortgage  Corpora tion  (“Freddie  Mac”), the  Farm  Credit Banks, the  Fede ra l Nationa l 
Mortgage  Associa tion  (“Fann ie  Mae”), and  the  Un ited  Sta te s Posta l Service . These  
securities a re  e ither: (i) backed by the  fu ll fa ith  and  credit o f the  Un ited  Sta te s governm ent 
(e .g., Un ited  Sta te s Treasury Bills); (ii) guaran teed  by the  Un ited  State s Treasury (e .g., 
Ginn ie  Mae  m ortgage-backed securitie s); (iii) supported  by the  issu ing agency’s or 
in strum en ta lity’s righ t to  borrow from  the  Un ited  Sta te s Treasury (e .g., Fann ie  Mae 
Discoun t Notes); or (iv) supported  on ly by the  issu ing agency’s or instrum en ta lity’s own  
credit (e .g., Tennessee  Valley Association ). 

Gove rnm ent-re lated guarantors (i.e . no t backed by the  fu ll fa ith  and  credit o f the  Un ited 
State s Governm ent) include  Fann ie  Mae  and  Freddie  Mac. Fann ie  Mae  is a  gove rnm ent-
sponsored corporation  owned entire ly by priva te  stockholde rs. 

It is  subject to  gene ra l regu lation  by the  Secre ta ry of Housing and  Urban  Deve lopm en t. 
Fann ie  Mae  purchases conventiona l (i.e ., not in su red  or guaranteed  by any gove rnm ent 
agency) re sidentia l m ortgages from  a  list o f approved se lle r/se rvicers wh ich  include  sta te  
and  federa lly charte red  savings and loan  associa tions, m u tua l savings banks, com m ercia l 
banks and  credit un ions and  m ortgage  banke rs. Pass-through  securities issued  by Fann ie  
Mae  are  guaranteed  as to  tim e ly paym ent of principa l and  in te re st by Fann ie  Mae  bu t are  
not backed by the  fu ll fa ith  and  credit o f the  Un ited  States Governm en t. 

Freddie  Mac was created  by Congress in  1970 for the  purpose  of increasing the  
ava ilab ility of m ortgage  credit for re sidentia l housing. It is a  governm en t-sponsored 
corpora tion  form erly owned by the  twe lve  Fede ra l Hom e  Loan  Banks and  now owned 
entire ly by priva te  stockholde rs. Freddie  Mac issues participation  ce rtifica te s (“PCs”), 
wh ich  represen t in te re sts in  conventiona l m ortgages from  Freddie  Mac’s nationa l 
portfo lio. Freddie  Mac guarantees the  tim e ly paym en t of in te re st and  u ltim ate  co llection  
of principa l, bu t PCs a re  not backed by the  fu ll fa ith  and  credit o f the  Un ited  State s 
Gove rnm ent. Com m ercia l banks, savings and  loan  institu tions, priva te  m ortgage  
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in su rance  com pan ies, m ortgage  banke rs and  o the r secondary m arke t issuers a lso  create  
pass-through  pools of conventiona l residen tia l m ortgage  loans. Such  issuers m ay, in  
addition , be  the  originators and/or se rvicers of the  underlying m ortgage  loans as we ll as 
the  guarantors of the  m ortgage -re lated securitie s. Pools created by such  
nongovernm enta l issuers gene ra lly offe r a  h ighe r ra te  of in te re st than  governm ent and  
governm ent-re la ted  pools because  the re  are  no  d irect or ind irect governm ent or agency 
guaran tees of paym en ts in  the  form er pools. However, tim e ly paym en t of in te rest and 
principa l of these  pools m ay be  supported by various form s of in su rance  or guarantees, 
including individua l loan , title , pool and  hazard  in surance  and  le tte rs of credit. The  
in su rance  and  guarantees a re  issued  by gove rnm enta l en titie s, p rivate  in su re rs and  the  
m ortgage  poolers. 

In  2008, the  U.S. Treasu ry Departm ent and  the  Fede ra l Housing Finance  Au thority (the  
“FHFA”) announced tha t Fann ie  Mae  and Freddie  Mac had  been  p laced  in to 
conse rvatorsh ip , a  sta tu tory process designed  to stab ilize  a  troubled  in stitu tion  with  the  
objective  of re tu rn ing the  en tity to  norm al business opera tions. The  U.S. Treasury 
Departm en t and the  FHFA at the  sam e  tim e  e stab lished  a  secured lending facility and  a  
Secured Stock Purchase  Agreem en t with  both  Fann ie  Mae  and Freddie  Mac to ensu re  
that each  entity had  the  ab ility to  fu lfill its financia l obliga tions. The  FHFA announced that 
it  does not an ticipa te  any d isruption  in  pa tte rn  of paym ents or ongoing business 
opera tions of Fann ie  Mae  or Freddie  Mac. 

Insured Bank Obliga tions  

The  Federa l Deposit Insurance  Corporation  (“FDIC”) in sure s the  deposits of fede ra lly 
in su red  banks and  savings and  loan  associations (co llective ly re fe rred to  as “banks”) up 
to $225,000. The  Funds m ay e lect to  pu rchase  bank obliga tions in  sm all am oun ts so  as 
to  be  fu lly insured as to  principa l by the  FDIC. Currently, to  rem ain  fu lly insured  as to  
principa l, the se  investm ents m ust be  lim ited  to  $225,000 pe r bank; if the  principa l 
am oun t and accrued  in te re st toge ther exceed  $225,000, the  excess principa l and  accrued 
in te re st will no t be  in sured. Insured  bank obliga tions m ay have  lim ited m arke tability. 

 
Junk Bonds 
 
The  Funds m ay invest in  junk bonds.  Junk bonds genera lly offe r a  h igher cu rrent yie ld 
than  tha t ava ilab le  for h ighe r-grade  issues.  However, lower-ra ted  securities involve  
h ighe r risks, in  tha t they a re  e specia lly subject to  adverse  changes in  gene ra l econom ic 
conditions and  in  the  industrie s in  wh ich  the  issuers are  engaged, to  changes in  the  
financia l condition  of the  issuers and to  price  fluctuations in  re sponse  to changes in  
in te re st ra te s.  During periods of econom ic downturn  or rising in te re st ra te s, h igh ly 
leveraged issue rs m ay expe rience  financia l stress that cou ld  adve rse ly a ffect the ir ab ility 
to  m ake  paym ents of in te re st and principa l and  increase  the  possib ility of de fau lt. In  
addition , the  m arke t for lower-rated  debt secu ritie s has expanded rap id ly in  recen t years, 
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and  its  growth  para lle led  a  long econom ic expansion .  At tim es in  recent years, the  price s 
of m any lower-ra ted  debt securitie s declined  substantia lly, re flecting an  expecta tion  tha t 
m any issue rs of such  secu ritie s m ight experience  financia l d ifficu lties.  As a  re su lt, the  
yie lds on  lower-rated  debt securities rose  dram atica lly, bu t such  h igher yie lds d id  not 
re flect the  va lue  of the  incom e  stream  that holde rs of such  securitie s expected , but 
ra the r, the  risk that holde rs of such  secu ritie s cou ld  lose  a  substan tia l portion  of the ir 
va lue  as a  re su lt o f the  issue rs’ financia l restructuring or de fau lt.  The re  can  be  no 
assurance  that such  declines will not recur.  The  m arke t for lower-ra ted  debt issues 
gene ra lly is th inne r and le ss active  than  that for h ighe r qua lity secu ritie s, wh ich  m ay lim it 
a  Fund’s ab ility to  se ll such  securities a t fa ir va lue  in  response  to  changes in  the  econom y 
or financia l m arke ts.  Adve rse  publicity and investor pe rceptions, whether or not based 
on  fundam enta l ana lysis, m ay a lso decrease  the  va lues and liqu id ity of lower-rated 
securities, e specia lly in  a  th in ly traded m arke t.  Changes by recogn ized  rating services in  
the ir ra ting of a  fixed-incom e  security m ay affect the  va lue  of these  investm ents.  The  
Funds will not necessarily d ispose  of a  secu rity when  its ra ting is reduced  be low its ra ting 
a t the  tim e  of pu rchase .  However, the  Advise r will m on itor the  investm ent to  de te rm ine  
whether con tinued investm ent in  the  security will assist in  m eeting a  Fund’s investm ent 
objective . 
 
Municipa l Debt Obliga tions 
 
The  Funds m ay invest in  m un icipa l obliga tions. Municipa l securities gene ra lly are  fixed-
incom e  securities, and  include  debt obliga tions issued  by gove rnm enta l en titie s to  obta in  
funds for various public pu rposes, including the  construction  of a  wide  range  of public 
facilitie s, the  re funding of ou tstanding obliga tions, the  paym ent of gene ra l opera ting 
expenses, and the  extension  of loans to  public in stitu tions and facilities.  In  som e cases, 
m un icipa l obliga tions are  repre sented  by custodia l rece ipts evidencing rights to  rece ive  
specific fu ture  in te re st paym ents, p rincipa l paym en ts, or both , on  the  underlying 
m un icipa l secu ritie s he ld  by the  custodian . Unde r such  a rrangem ents, the  holder of the  
custodia l rece ip t has the  option  to  tende r the  unde rlying m un icipa l securities a t its  face  
va lue  to  the  sponsor (usua lly a  bank or broke r dea le r or other financia l in stitu tion ), wh ich  
is pa id  periodic fee s equa l to  the  d iffe rence  be tween the  bond’s fixed  coupon rate  and 
the  ra te  that wou ld  cause  the  bond, coupled  with  the  tender option , to  trade  at par on  
the  date  of a  ra te  ad justm ent.  
       

Taxable  Obliga tions - The  Funds m ay invest in  taxable  m un icipa l obliga tions. 
Taxable  m un icipa l obliga tions are  typica lly issued  by m un icipa lities or the ir 
agencie s for purposes wh ich  do  not qua lify for federa l tax exem ption , bu t do 
qua lify for sta te  and  loca l tax exem ption . These  debt obliga tions a re  issued  to 
finance  the  cost of buying, bu ild ing or im proving various pro jects, such  as sporting 
facilitie s, hea lth  care  facilitie s, housing pro jects, e lectric, water and  sewer u tilities, 
and  colleges or un iversitie s. Genera lly, paym ents on  these  debt obliga tions 
depend on  the  revenues genera ted  by the  pro jects, excise  taxes or sta te  



 

11 
 

appropriations, or the  debt obliga tions can  be  backed by the  gove rnm en t’s taxing 
power. Due  to federa l taxa tion , taxable  m un icipa l obliga tions offe r yie lds m ore  
com parable  to  other taxable  sectors such  as corporate  bonds or agency bonds 
than  to  o ther m un icipa l obliga tions. These  debt obliga tions are  federally taxable  
to  individua ls but m ay be  exem pt from  state  and  loca l taxes.  
 
Tax-Exem pt Obliga tions - The  Funds m ay invest in  Tax-Exem pt Obliga tions. Tax-
Exem pt Obliga tions include  debt obliga tions issued  by gove rnm enta l en titie s to  
obta in  funds for various public purposes, such  as the  construction  of a  wide  range  
of public facilities, the  re funding of outstanding obliga tions, the  paym en t of 
gene ra l ope rating expenses, and  the  extension  of loans to other public 
in stitu tions and  facilities. Private  activity bonds that a re  issued  by or on  beha lf of 
public au thoritie s to  finance  various private ly-operated  facilitie s are  included 
with in  the  te rm  Tax-Exem pt Obliga tions if the  in te re st pa id  the reon is both  
exem pt from  fede ra l incom e  tax and  not trea ted  as a  pre fe rence  item  for 
individua ls for pu rposes of the  federa l a lte rnative  m in im um  tax.  
       
The  two principa l classifica tions of Tax-Exem pt Obliga tions consist of “genera l 
obliga tion” and  “revenue” issues. Gene ra l obliga tion  bonds a re  typica lly backed by 
the  fu ll fa ith  and credit of the  issuer, whereas revenue  bonds a re  payable  from  a 
specific pro ject or other lim ited  source  of revenue . The  Funds m ay a lso  acqu ire  
“m ora l obliga tion” issues, wh ich  a re  norm ally issued  by specia l pu rpose  
au thoritie s.  

 
Time Deposits and Variable Ra te Notes  

Tim e  deposits are  issued  by a  depository in stitu tion  in  exchange  for the  deposit o f funds. 
The  issuer agrees to  pay the  am ount deposited p lus in te re st to  the  depositor on  the  date  
specified  with  respect to  the  deposit. Tim e  deposits do  not trade  in  the  secondary m arke t 
prior to  m aturity. However, som e  tim e  deposits m ay be  redeem able  prior to  m atu rity 
and  m ay be  subject to  withdrawal pena ltie s. 

The  com m ercia l paper obliga tions a re  typica lly unsecured  and  m ay include  variab le  rate  
note s. The  natu re  and  te rm s of a  variab le  rate  note  (i.e ., a  “Master Note”) perm it a  Fund 
to invest fluctuating am oun ts a t varying ra te s of in te rest pursuant to  a  d irect 
a rrangem ent be tween  the  Fund and the  issue r. It perm its da ily changes in  the  am ounts 
invested . The  Funds, typica lly, have  the  right a t any tim e  to  increase , up  to  the  fu ll am ount 
sta ted  in  the  note  agreem en t, or to  decrease  the  am ount ou tstanding unde r the  note . 
The  issuer m ay prepay a t any tim e  and withou t pena lty any part of or the  fu ll am ount of 
the  note . The  note  m ay or m ay not be  backed by one  or m ore  bank le tte rs of credit. 
Because  these  note s are  d irect investm en t a rrangem ents be tween the  Funds and  the  
issue r, it  is  not generally con tem plated that they will be  traded; m oreover, there  is 
curren tly no  secondary m arke t for them . Except as specifica lly provided  in  the  
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Prospectus, there  is no  lim ita tion  on  the  type  of issue r from  whom  these  note s m ay be  
pu rchased; however, in  connection  with  such  pu rchase  and  on  an  ongoing basis, the  
Advise r will conside r the  earn ing power, cash  flow and o the r liqu id ity ra tios of the  issue r, 
and  its  ab ility to  pay principa l and  in te re st on  dem and, including a  situa tion  in  wh ich  a ll 
ho lde rs of such  note s m ade  dem and sim ultaneously. Variab le  rate  note s are  subject to  
the  Funds’ investm ent re striction  on  illiqu id  secu ritie s un le ss such  notes can  be  pu t back 
to  the  issuer (redeem ed) on  dem and with in  seven  days. 

United Sta tes Government Obliga tions 

These  consist of various types of m arke table  secu ritie s issued  by the  Un ited  Sta te s 
Treasury, i.e ., b ills , notes and  bonds. Such  securities a re  d irect obliga tions of the  Un ited 
State s governm ent and  d iffe r m ain ly in  the  length  of the ir m aturity. 

Treasury b ills , the  m ost frequently issued  m arke table  gove rnm en t security, have  a  
m aturity of up  to  one  year and  are  issued  on  a  d iscount basis. 

Unra ted Debt Securities 

Unra ted  debt, wh ile  not necessarily lower in  qua lity than  rated  securitie s, m ay not have  
as broad  a  m arke t.  Because  of the  size  and  pe rce ived  dem and for the  issue , am ong other 
factors, ce rta in  issue rs m ay decide  not to  pay the  cost of ge tting a  ra ting for the ir bonds.  
The  creditworth iness of the  issue r, as we ll as any financia l in stitu tion  or othe r party 
re sponsib le  for paym en ts on  the  security, will be  ana lyzed  to  de te rm ine  whe the r to  
pu rchase  un rated  bonds. 

The re  is a  risk that an  issue r m ay redeem  a  bond prior to  the  sta ted  m aturity da te . The 
early redem ption  m ay occur through  a  ca ll p rovision  tha t a llows the  issue r to  re tire  the  
bonds on  a  ce rta in  da te  a t a  prede term ined price . The  de ta ils of the  ca ll and/or sinking 
fund are  typica lly ou tlined in  the  bond inden tu re . If bonds are  redeem ed earlie r than 
an ticipa ted, e ither through  a  ca ll or sinking fund, the  Funds m ay incur a  loss. 

Zero-Coupon Securities 

Zero-coupon  secu rities m ake  no  periodic in te re st paym ents, bu t are  so ld  a t a  deep 
d iscount from  the ir face  va lue .  The  buyer recogn izes a  ra te  of re tu rn  de te rm ined  by the  
gradual appreciation  of the  secu rity, wh ich  is redeem ed at face  va lue  on  a  specified 
m aturity date .  The  d iscount varie s depending on  the  tim e  rem ain ing until m aturity, as 
we ll as m arke t in te rest ra tes, liqu id ity of the  secu rity and  the  issue r’s perce ived  credit 
qua lity.  If the  issuer defau lts, the  holder m ay not rece ive  any re tu rn  on  its investm ent.  
Because  ze ro-coupon  secu ritie s bear no  in te rest and  com pound sem iannually a t the  ra te  
fixed  a t the  tim e of issuance , the ir va lue  generally is m ore  volatile  than  the  va lue  of other 
fixed-incom e securities.  Since  ze ro-coupon bondholde rs do not rece ive  in te re st 
paym en ts, when in te re st ra te s rise , zero-coupon  securitie s fa ll m ore  dram atica lly in  va lue  
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than  bonds paying in te re st on  a  cu rrent basis.  When in te re st ra te s fa ll, ze ro-coupon 
securities rise  m ore  rap id ly in  va lue  because  the  bonds re flect a  fixed  ra te  of re tu rn .  An 
investm ent in  ze ro-coupon and de layed  in te re st securities m ay cause  a  Fund to  recogn ize 
incom e  and m ake  d istribu tions to  shareholde rs be fore  it rece ives any cash  paym en ts on  
its  investm ent.  
 
De r iva t ive s   

Cover for Options Positions 

 Transactions using options (o the r than  options that the  Funds have  purchased) expose  
the  Funds to  an  obliga tion  to another party. A Fund will not en te r in to  any such  
transactions un le ss it owns e ither (i) an  offse tting (“cove red”) position  in  securities or 
o the r options or (ii) cash  or liqu id  securities with  a  va lue  su fficien t a t a ll tim es to  cover its 
po tentia l ob liga tions not covered as provided  in  (i) above . The  Funds will com ply with  SEC 
gu ide lines regard ing cove r for these  instrum en ts and , if the  gu ide lines so requ ire , se t 
aside  cash  or liqu id  secu ritie s in  a  segregated accoun t with  the  Funds’ custodian  in  the  
pre scribed am ount. Unde r curren t SEC gu ide lines, the  Funds segregate  asse ts to  cover 
transactions in  wh ich  the  Funds write  or se ll options. 

Asse ts u sed  as cove r or he ld  in  a  segregated account cannot be  so ld  wh ile  the  position  in 
the  corresponding option  is open  un le ss they are  rep laced with  sim ila r asse ts. As a  re su lt, 
the  com m itm en t of a  la rge  portion  of the  Funds’ asse ts to  cover or segregated  accoun ts 
cou ld  im pede  portfo lio m anagem ent or the  Funds’ ab ility to  m ee t redem ption  requests 
or other cu rrent obliga tions.  

Certa in Risks Rega rding Options 

The re  are  severa l risks associa ted  with  transactions in  options. For exam ple , there  a re  
sign ificant d iffe rences be tween  the  securities and  options m arke ts tha t cou ld  re su lt in  an  
im perfect corre la tion  be tween  these  m arke ts, causing a  given  transaction  not to  ach ieve  
its  objectives. In  addition , a  liqu id  secondary m arke t for particu la r options, whether 
traded  over-the -counter or on  an  exchange , m ay be  absent for reasons wh ich  include  the  
fo llowing: the re  m ay be  in su fficien t trad ing in te re st in  ce rta in  options; re strictions m ay 
be  im posed  by an  exchange  on  open ing transactions or closing transactions or both ; 
trad ing ha lts, suspensions or other re strictions m ay be  im posed  with  respect to  particu lar 
classes or se ries of options or underlying secu ritie s or currencies; unusua l or un fore seen  
circum stances m ay in te rrupt norm al ope rations on  an  exchange; the  facilitie s of an  
exchange  or the  Options Clearing Corporation  m ay not a t a ll tim es be  adequate  to  handle  
curren t trad ing va lue ; or one  or m ore  exchanges cou ld , for econom ic or o the r reasons, 
decide  or be  com pe lled a t som e  fu tu re  date  to  d iscon tinue  the  trad ing of options (or a  
particu la r class or se rie s of options), in  wh ich  event the  secondary m arke t on  that 
exchange  (or in  that class or se ries of options) wou ld  cease  to  exist, a lthough  outstanding 
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op tions that had  been  issued  by the  Options Clearing Corpora tion  as a  resu lt o f trades 
on  that exchange  wou ld  con tinue  to  be  exe rcisable  in  accordance  with  the ir te rm s.  

Successfu l u se  by the  Funds of options on  stock indices will be  subject to  the  ab ility of 
the  Adviser to  correctly predict m ovem ents in  the  d irections of the  stock m arke t. Th is 
requ ire s d iffe ren t skills  and  techn iques than  predicting changes in  the  price s of individual 
securities. In  addition , the  Funds’ ab ility to  e ffective ly hedge  a ll o r a  portion  of the  
securities in  its  portfo lio , in  an ticipation  of or du ring a  m arke t decline , th rough 
transactions in  put options on  stock indices, depends on  the  degree  to wh ich  price  
m ovem ents in  the  underlying index corre la te  with  the  price  m ovem ents of the  securities 
he ld  by the  Funds. In  as m uch  as the  Funds’ secu ritie s will no t duplica te  the  com ponen ts 
of an  index, the  corre la tion  will not be  perfect. Consequently, the  Funds bear the  risk that 
the  price s of its  secu ritie s be ing hedged will not m ove  in  the  sam e  am ount as the  price s 
of its  pu t options on  the  stock indices. It is  a lso  possib le  tha t there  m ay be  a  negative  
corre la tion  be tween  the  index and  the  Funds’ secu ritie s that wou ld  re su lt in  a  loss on  
both  such  securitie s and  the  options on  stock indices acqu ired  by the  Funds.  

The  hours of trad ing for options m ay not conform  to  the  hours du ring which  the  
unde rlying secu ritie s are  traded. To the  exten t that the  options m arke ts close  be fore  the  
m arke ts for the  unde rlying securities, sign ifican t price  and  ra te  m ovem en ts can  take  
p lace  in  the  unde rlying m arke ts that cannot be  re flected in  the  options m arke ts. The  
pu rchase  of options is a  h igh ly specia lized  activity tha t involves investm ent techn iques 
and  risks d iffe ren t from  those  associa ted  with  ord inary portfo lio  secu ritie s transactions. 
The  purchase  of stock index options involves the  risk that the  prem ium  and transaction  
costs pa id  by the  Funds in  pu rchasing an  option  will be  lost as a  resu lt o f unan ticipated 
m ovem ents in  price s of the  securitie s com prising the  stock index on  which  the  option  is 
based .  

The re  is no  assurance  tha t a  liqu id  secondary m arke t on  an  options exchange  will exist 
for any particu la r option , or a t any particu la r tim e, and  for som e  options no  secondary 
m arke t on  an  exchange  or e lsewhere  m ay exist. If a  Fund is unable  to  close  out a  ca ll 
op tion  on  secu ritie s that it  has written  be fore  the  option  is exercised , the  Fund m ay be 
requ ired  to  purchase  the  optioned  secu ritie s in  order to  satisfy its  obliga tion  under the 
option  to  de live r such  secu ritie s. If a  Fund is unable  to  e ffect a  closing sa le  transaction  
with  respect to  options on  secu ritie s that it  has pu rchased , it wou ld  have  to exe rcise  the  
option  in  orde r to  rea lize  any profit and  wou ld  incu r transaction  costs upon  the  pu rchase 
and  sa le  of the  underlying secu ritie s. 

Dea ler Options 

The  Funds m ay engage  in  transactions involving dea le r options as we ll as exchange 
traded  options. Certa in  additiona l risks a re  specific to  dea le r options. While  the  Funds 
m ight look to  a  clearing corpora tion  to  exercise  exchange  traded  options, if a  Fund were 
to  purchase  a  dea le r option  it wou ld  need  to  re ly on  the  dea le r from  which  it purchased 
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the  option  to  pe rform  if the  option  were  exercised . Fa ilu re  by the  dea le r to  do  so  wou ld 
re su lt in  the  loss of the  prem ium  pa id  by the  Fund as we ll as loss of the  expected bene fit 
o f the  transaction . 

Exchange  traded  options genera lly have  a  con tinuous liqu id  m arke t while  dea le r options 
m ay not. Consequently, the  Funds m ay gene ra lly be  ab le  to  rea lize  the  va lue  of a  dea le r 
option  it has pu rchased  on ly by exercising or rese lling the  option  to  the  dea le r who issued  
it. Sim ila rly, when  a  Fund write s a  dea le r option , it  m ay gene ra lly be  ab le  to  close  out the  
option  prior to  its  expiration  on ly by entering in to  a  closing purchase  transaction  with  the  
dea le r to  whom  the  Fund origina lly wrote  the  option . While  the  Funds will seek to en te r 
in to  dea le r options on ly with  dea le rs who will agree  to  and  which  a re  expected to  be  
capable  of en te ring in to  closing transactions with  the  Funds, there  can  be  no assurance  
that a  Fund will a t any tim e be  ab le  to  liqu ida te  a  dea le r option  a t a  favorable  price  at any 
tim e  prior to  expiration . Un le ss a  Fund, as a  cove red  dea le r ca ll op tion  write r, is  ab le  to  
e ffect a  closing purchase  transaction , it will no t be  ab le  to  liqu idate  securities (or o the r 
asse ts) u sed  as cove r un til the  option  expire s or is exe rcised. In  the  event of inso lvency 
of the  other party, the  Funds m ay be  unable  to  liqu ida te  a  dea le r option . With  re spect to 
options written  by the  Funds, the  inability to  en te r in to  a  closing transaction  m ay re su lt 
in  m ate ria l losses to  the  Funds. For exam ple , because  a  Fund m ust m ain ta in  a  secured 
position  with  re spect to  any ca ll op tion  on  a  security it write s, the  Fund m ay not se ll the  
asse ts, wh ich  it has segrega ted  to secu re  the  position  wh ile  it is  ob liga ted  unde r the  
option . Th is requ irem ent m ay im pair the  Funds’ ab ility to  se ll portfo lio secu ritie s a t a  tim e 
when  such  sa le  m ight be  advantageous. 

The  Staff of the  SEC has taken  the  position  tha t purchased  dea le r options a re  illiqu id  
securities. The  Funds m ay treat the  cover used for written  dea le r options as liqu id  if the  
dea le r agrees tha t the  Funds m ay repurchase  the  dea le r option  it has written  for a 
m axim um  price  to  be  ca lcu la ted  by a  prede te rm ined form ula. In  such  cases, the  dea le r 
option  wou ld  be  conside red  illiqu id  on ly to  the  exten t the  m axim um  purchase  price  
unde r the  form ula exceeds the  in trinsic va lue  of the  option . Accordingly, the  Funds will 
trea t dea le r options as subject to  the  Funds’ lim itation  on  illiqu id  secu ritie s. If the  SEC 
changes its  position  on  the  liqu id ity of dea le r options, the  Funds will change  the ir 
trea tm ent of such  in strum en ts accordingly. 

Futures Contracts 

A fu tures contract provides for the  fu ture  sa le  by one  party and  purchase  by anothe r 
party of a  specified am ount of a  specific financia l in strum ent (e .g., un its of a  stock index) 
for a  specified  price , date , tim e  and p lace  designa ted  a t the  tim e  the  con tract is  m ade . 
Brokerage  fee s a re  pa id  when a  fu ture s contract is  bought or so ld  and  m argin  deposits 
m ust be  m ain ta ined . En tering in to a  contract to  buy is com m only re ferred  to as buying 
or purchasing a  con tract or hold ing a  long position . Ente ring in to  a  contract to  se ll is 
com m only re ferred  to  as se lling a  contract or hold ing a  short position . 
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Un like  when  the  Funds pu rchase  or se ll a  secu rity, no  price  wou ld  be  pa id  or rece ived  by 
the  Funds upon  the  pu rchase  or sa le  of a  fu tu re s con tract. Upon entering in to a  fu ture s 
con tract, and  to m ain ta in  the  Funds’ open  positions in  fu tures con tracts, the  Funds wou ld  
be  requ ired  to  deposit with  its  custodian  or fu tu re s broke r in  a  segrega ted  accoun t in  the  
nam e of the  fu tu re s broke r an  am ount of cash , U.S. governm ent secu ritie s, su itab le  
m oney m arke t instrum ents, or other liqu id  secu ritie s, known as “in itia l m argin .” The  
m argin  requ ired  for a  particu la r fu tu re s con tract is  se t by the  exchange  on  which  the  
con tract is  traded, and  m ay be  sign ifican tly m odified  from  tim e  to  tim e  by the  exchange  
during the  te rm  of the  con tract. Futu re s contracts a re  custom arily purchased  and  so ld 
on  m argins that m ay range  upward  from  less than  5% of the  va lue  of the  contract be ing 
traded .  

If the  price  of an  open  fu tures contract changes (by increase  in  underlying in strum en t or 
index in  the  case  of a  sa le  or by decrease  in  the  case  of a  purchase ) so  that the  loss on  
the  fu ture s contract reaches a  poin t a t wh ich  the  m argin  on  deposit does not satisfy 
m argin  requ irem ents, the  broke r will requ ire  an  increase  in  the  m argin . However, if the  
va lue  of a  position  increases because  of favorable  price  changes in  the  fu tu re s con tract 
so  that the  m argin  deposit exceeds the  requ ired  m argin , the  broke r will pay the  excess 
to  the  Funds. 

These  subsequent paym ents, ca lled  “varia tion  m argin ,” to  and  from  the  fu tu re s broke r, 
a re  m ade  on  a  da ily basis as the  price  of the  unde rlying asse ts fluctuate  m aking the  long 
and  short positions in  the  fu tures contract m ore  or le ss va luable , a  process known as 
“m arking to  the  m arke t.” The  Funds expect to  earn  in te rest incom e on  m argin  deposits. 

Although  certa in  fu tures contracts, by the ir te rm s, requ ire  actua l fu tu re  de live ry of and 
paym en t for the  unde rlying in strum en ts, in  practice  m ost fu tu re s contracts are  usua lly 
closed  ou t be fore  the  de live ry da te . Closing ou t an  open  fu tu re s contract pu rchase  or 
sa le  is  e ffected  by entering in to  an  offse tting fu tu re s contract sa le  or pu rchase , 
re spective ly, for the  sam e  aggrega te  am oun t of the  identica l underlying instrum ent or 
index and  the  sam e  de live ry da te . If the  offse tting pu rchase  price  is le ss than  the  original 
sa le  price , the  Funds rea lize  a  ga in ; if it is  m ore , the  Funds rea lize  a  loss. Converse ly, if the  
offse tting sa le  price  is m ore  than  the  origina l pu rchase  price , the  Funds rea lize  a  ga in ; if 
it  is  le ss, the  Funds rea lize  a  loss. The  transaction  costs m ust a lso  be  included in  these  
ca lcu lations. There  can  be  no  assurance , however, tha t the  Funds will be  ab le  to  en te r 
in to  an  offse tting transaction  with  respect to  a  particu la r fu tu re s contract a t a  particu lar 
tim e . If the  Funds a re  not ab le  to  en te r in to  an  offse tting transaction , the  Funds will 
con tinue  to  be  requ ired to m ain ta in  the  m argin  deposits on  the  fu tu re s contract. 

For exam ple , one  con tract in  the  Financia l Tim es Stock Exchange  100 Index fu ture  is a  
con tract to  buy 25 pounds ste rling m ultip lied  by the  leve l of the  UK Financia l Tim es 100 
Share  Index on  a  given  fu ture  da te . Se ttlem en t of a  stock index fu tures contract m ay or 
m ay not be  in  the  underlying instrum en t or index. If not in  the  unde rlying instrum en t or 
index, then  se ttlem ent will be  m ade  in  cash , equ iva lent over tim e  to  the  d iffe rence  
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be tween  the  contract price  and  the  actua l price  of the  unde rlying asse t a t the  tim e the  
stock index fu ture s contract expire s. 

 Options on Futures Contracts  

The  Funds m ay purchase  and  se ll options on  the  sam e  types of fu ture s in  wh ich  it m ay 
invest. Options on  fu ture s are  sim ilar to  options on  underlying instrum ents except that 
options on  fu tu re s give  the  purchase r the  righ t, in  re tu rn  for the  prem ium  pa id , to 
assum e  a  position  in  a  fu tures contract (a  long position  if the  option  is a  ca ll and  a  short 
position  if the  option  is a  pu t), ra ther than  to pu rchase  or se ll the  fu ture s con tract, a t a 
specified  exercise  price  a t any tim e  during the  pe riod  of the  option . Upon  exercise  of the  
option , the  de livery of the  fu tures position  by the  write r of the  option  to  the  holder of the  
option  will be  accom pan ied  by the  de live ry of the  accum ula ted  ba lance  in  the  write r’s 
fu ture s m argin  account wh ich  repre sents the  am oun t by wh ich  the  m arke t price  of the  
fu ture s contract, a t exe rcise , exceeds (in  the  case  of a  ca ll) o r is  less than  (in  the  case  of a  
pu t) the  exe rcise  price  of the  option  on  the  fu tu re s con tract. Pu rchasers of options who 
fa il to  exercise  the ir options prior to  the  exe rcise  da te  su ffe r a  loss of the  prem ium  pa id . 

Securities Options 

The  Funds m ay purchase  and  write  (i.e., se ll) pu t and  ca ll op tions. Such  options m ay re la te  
to  particu lar securitie s or stock indices and  m ay or m ay not be  listed  on  a  dom estic or 
fore ign  secu ritie s exchange  and m ay or m ay not be  issued  by the  Options Clearing 
Corporation . Options trad ing is a  h igh ly specia lized  activity tha t en ta ils grea te r than  
ord inary investm en t risk. Options m ay be  m ore  volatile  than  the  unde rlying instrum en ts, 
and  the re fore , on  a  percen tage  basis, an  investm ent in  options m ay be  subject to  grea te r 
fluctuation  than  an  investm ent in  the  underlying in strum en ts them se lves. 

A ca ll op tion  for a  particu la r security gives the  pu rchaser of the  option  the  righ t to  buy, 
and  the  write r (se lle r) the  obliga tion  to  se ll, the  unde rlying secu rity a t the  sta ted  exe rcise  
price  at any tim e  prior to  the  expiration  of the  option , regard less of the  m arke t price  of 
the  security. The  prem ium  pa id  to  the  write r is  in  conside ration  for undertaking the  
obliga tion  under the  option  con tract. A put option  for a  particu la r secu rity gives the  
pu rchaser the  righ t to  se ll the  security at the  sta ted  exercise  price  at any tim e prior to  the 
expira tion  da te  of the  option , regard le ss of the  m arke t price  of the  secu rity. 

Stock index options are  put options and  ca ll op tions on  various stock indices. In  m ost 
re spects, they a re  identica l to  listed  options on  com m on stocks. The  prim ary d iffe rence  
be tween  stock options and  index options occurs when  index options a re  exercised . In  
the  case  of stock options, the  underlying security, com m on stock, is de live red. However, 
upon  the  exercise  of an  index option , se ttlem ent does not occur by de live ry of the  
securities com prising the  index. The  option  holde r who exercise s the  index option  
rece ives an  am oun t of cash  if the  closing leve l of the  stock index upon which  the  option  
is based  is grea te r than , in  the  case  of a  ca ll, o r le ss than , in  the  case  of a  pu t, the  exe rcise  
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p rice  of the  option . Th is am ount of cash  is equa l to  the  d iffe rence  be tween the  closing 
price  of the  stock index and the  exercise  price  of the  option  expressed  in  dolla rs tim es a  
specified  m ultip le . A stock index fluctuates with  changes in  the  m arke t va lue  of the  stocks 
included in  the  index. For exam ple , som e  stock index options a re  based  on  a  broad 
m arke t index, such  as the  Standard & Poor’s 500® Index or the  Value  Line  Com posite  
Index or a  narrower m arke t index, such  as the  Standard & Poor’s 100®. Indices m ay a lso 
be  based  on  an  industry or m arke t segm ent, such  as the  NYSE Arca Oil Index or the  
Com puter and  Business Equ ipm ent Index. Options on  stock indices a re  curren tly traded 
on  the  Ch icago Board  Options Exchange , the  New York Stock Exchange  and  the  NASDAQ 
OMX PHLX. 

The  Funds’ obliga tion  to  se ll an  in strum en t subject to  a  ca ll op tion  written  by it, or to  
pu rchase  an  in strum ent subject to  a  put option  written  by it, m ay be  te rm inated  prior to 
the  expira tion  da te  of the  option  by the  Funds’ execution  of a  closing purchase 
transaction , wh ich  is e ffected  by purchasing on  an  exchange  an  option  of the  sam e  se rie s 
(i.e., sam e  underlying instrum ent, exercise  price  and  expira tion  date ) as the  option  
previously written . A closing pu rchase  transaction  will ord inarily be  e ffected  to  rea lize  a 
profit on  an  outstanding option , to  preven t an  unde rlying instrum en t from  be ing ca lled , 
to  pe rm it the  sa le  of the  unde rlying instrum ent or to  pe rm it the  writing of a  new option  
con ta in ing d iffe rent te rm s on  such  underlying instrum ent. The  cost of such  a  liqu idation  
pu rchase  p lus transactions costs m ay be  greate r than  the  prem ium  rece ived  upon  the  
origina l option , in  wh ich  even t the  Funds will have  pa id  a  loss in  the  transaction . There  is 
no assurance  that a  liqu id  secondary m arke t will exist for any particu lar option . An option  
write r unable  to  e ffect a  closing purchase  transaction  will no t be  ab le  to  se ll the 
unde rlying instrum ent or liqu ida te  the  asse ts he ld  in  a  segrega ted  account, as described 
be low, un til the  option  expires or the  optioned instrum en t is  de livered upon  exercise . In  
such  circum stances, the  write r will be  subject to  the  risk of m arke t decline  or apprecia tion 
in  the  instrum en t during such  pe riod . 

If an  option  pu rchased by a  Fund expire s unexe rcised, the  Fund rea lize s a  loss equa l to  
the  prem ium  pa id . If a  Fund enters in to a  closing sa le  transaction  on  an  option  purchased 
by it, the  Fund will rea lize  a  ga in  if the  prem ium  rece ived by the  Fund on  the  closing 
transaction  is m ore  than  the  prem ium  pa id  to  pu rchase  the  option , or a  loss if it  is  le ss. 
If an  option  written  by a  Fund expire s on  the  stipu la ted  expira tion  da te  or if a  Fund enters 
in to  a  closing pu rchase  transaction , it  will rea lize  a  ga in  (or loss if the  cost of a  closing 
pu rchase  transaction  exceeds the  ne t prem ium  rece ived  when  the  option  is so ld). If an 
option  written  by a  Fund is exe rcised, the  proceeds of the  sa le  will be  increased  by the  
ne t prem ium  origina lly rece ived  and the  Fund will rea lize  a  ga in  or loss. 

Spread Transactions 

The  Funds m ay purchase  covered  spread  options from  securitie s dea le rs. These  covered 
spread options a re  not pre sen tly exchange-listed  or exchange  traded . The  pu rchase  of a  
spread  option  gives the  Funds the  righ t to  put securities that it  owns a t a  fixed dollar 
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spread or fixed  yie ld spread in  re la tionsh ip  to another security that the  Fund does not 
own, but wh ich  is u sed  as a  benchm ark. The  risk to  the  Funds, in  addition  to  the  risks of 
dea le r options described  above , is  the  cost of the  prem ium  pa id  as we ll as any transaction  
costs. The  pu rchase  of spread  options will be  used  to  protect the  Funds aga inst adve rse  
changes in  preva iling credit qua lity spreads, i.e., the  yie ld  spread  be tween  h igh  qua lity 
and  lower qua lity secu ritie s. Th is pro tection  is provided  on ly during the  life  of the  spread 
options. 

Swap Agreements 

The  Funds m ay enter in to  swap agreem en ts for pu rposes of a ttem pting to ga in  exposure  
to equ ity or debt securitie s without actua lly pu rchasing those  securitie s, or to  hedge  a  
position .  Swap agreem en ts are  two-party contracts en te red  in to prim arily by 
in stitu tiona l investors for periods ranging from  a  day to  m ore  than  one  year.  In  a  
standard  “swap” transaction , two partie s agree  to  exchange  the  re tu rns (or d iffe rentia ls 
in  rate s of re turn ) earned  or rea lized  on  particu lar prede te rm ined investm ents or 
in strum en ts.  The  gross re turns to  be  exchanged or “swapped” be tween the  partie s are  
ca lcu lated  with  re spect to  a  “notiona l am oun t,” i.e ., the  re turn  on  or increase  in  va lue  of 
a  particu la r dolla r am ount invested in  a  “baske t” of securities representing a  particu la r 
index. 
 
Most swap agreem ents en te red  in to  by a  Fund ca lcu late  the  obliga tions of the  parties to  
the  agreem en t on  a  “ne t basis.”  Consequently, the  Fund’s curren t obliga tions (or righ ts) 
unde r a  swap agreem en t will gene ra lly be  equal on ly to  the  ne t am ount to  be  paid  or 
rece ived  under the  agreem en t based  on  the  re la tive  va lues of the  positions he ld  by each  
party to  the  agreem ent (the  “ne t am oun t”).  Paym ents m ay be  m ade  at the  conclusion  of 
a  swap agreem en t or pe riodica lly du ring its  te rm . 
 
Swap agreem ents do not involve  the  de livery of securities or o the r underlying asse ts. 
Accordingly, if a  swap is en te red  in to  on  a  ne t basis, if the  othe r party to  a  swap 
agreem en t de fau lts, the  Fund’s risk of loss consists of the  ne t am ount of paym en ts tha t 
the  Fund is contractua lly en titled  to  rece ive , if any. 
 
The  ne t am ount of the  excess, if any, of a  Fund’s obliga tions over its  en titlem en ts with  
re spect to  a  swap agreem en t en te red  in to  on  a  ne t basis will be  accrued  da ily and  an  
am oun t of cash  or liqu id  asse t having an  aggrega te  ne t asse t va lue  at least equa l to  the  
accrued  excess will be  m ain ta ined  in  an  accoun t with  the  Custodian .  Each  Fund will a lso  
e stab lish  and  m ain ta in  such  accounts with  respect to  its  tota l obliga tions unde r any 
swaps that are  not en te red  in to  on  a  ne t basis.  Obliga tions unde r swap agreem ents so 
cove red  will not be  construed  to  be  “sen ior secu ritie s” for purposes of a  Fund’s 
investm ent re striction  concern ing sen ior secu ritie s. 
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Because  they a re  two-party con tracts and  because  they m ay have  te rm s of greate r than  
seven  days, swap agreem en ts m ay be  conside red  to  be  illiqu id  for a  Fund’s illiqu id  
investm ent lim itations.  A Fund will not en te r in to  any swap agreem en t un le ss the  Advise r 
be lieves that the  other party to  the  transaction  is creditworthy.  A Fund bears the  risk of 
loss of the  am oun t expected  to  be  rece ived unde r a  swap agreem en t in  the  event of the 
de fau lt or bankruptcy of a  swap agreem en t coun ter-party. 
 
The  Funds m ay ente r in to  a  swap agreem en t in  circum stances where  the  Adviser be lieves 
that it  m ay be  m ore  cost e ffective  or practica l than  buying the  securitie s repre sented  by 
such  index or a  fu tures contract or an  option  on  such  index.  The  counte r-party to  any 
swap agreem en t will typ ica lly be  a  bank, investm ent banking firm  or broke r/dea le r.  The  
counte r-party will genera lly agree  to  pay a  Fund the  am ount, if any, by wh ich  the  notiona l 
am oun t of the  swap agreem en t wou ld  have  increased  in  va lue  had  it been  invested  in  
the  particu lar stocks repre sen ted  in  the  index, p lus the  d ividends that wou ld  have  been  
rece ived  on  those  stocks.  A Fund will agree  to  pay to  the  counter-party a  floa ting rate  of 
in te re st on  the  notiona l am oun t of the  swap agreem ent p lus the  am ount, if any, by wh ich  
the  notiona l am ount wou ld  have  decreased  in  va lue  had  it been  invested  in  such  stocks.  
The re fore , the  re tu rn  to a  Fund on  any swap agreem ent shou ld  be  the  ga in  or loss on  the 
notiona l am oun t p lus d ividends on  the  stocks le ss the  in te rest pa id  by the  Fund on  the  
notiona l am ount. 
 
The  swap m arke t has grown  substantia lly in  recen t years with  a  la rge  num ber of banks 
and  investm ent banking firm s acting both  as principa ls and  as agents u tilizing 
standardized  swap docum en tation .  As a  resu lt, the  swap m arke t has becom e  re la tive ly 
liqu id  in  com parison  with  the  m arke ts for othe r sim ila r in strum ents tha t are  traded  in  
the  OTC m arke t. 
 
Warrants 

Warrants are  options to purchase  com m on stock a t a  specific price  (usua lly a t a  prem ium  
above  the  m arke t va lue  of the  optioned  com m on stock a t issuance ) va lid  for a  specific 
pe riod  of tim e . Warrants m ay have  a  life  ranging from  le ss than  one  year to  twen ty years, 
o r they m ay be  perpe tua l. However, m ost warrants have  expiration  da te s a fte r wh ich 
they are  worth less. In  addition , a  warrant is  worth less if the  m arke t price  of the  com m on 
stock does not exceed  the  warrant’s exercise  price  during the  life  of the  warrant. 
Warrants have  no  voting righ ts, pay no  d ividends, and  have  no  righ ts with  re spect to  the  
asse ts of the  corporation  issu ing them . The  pe rcen tage  increase  or decrease  in  the 
m arke t price  of the  warrant m ay tend  to  be  greate r than  the  pe rcentage  increase  or 
decrease  in  the  m arke t price  of the  optioned  com m on stock. 
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Eq u it y Se cu r it ie s  

Equ ity securities include  com m on stocks, pre fe rred  stocks and  securities conve rtib le  in to 
com m on stocks, such  as convertib le  bonds, warrants, righ ts and  options. The  va lue  of 
equ ity securitie s varies in  re sponse  to  m any factors, including the  activitie s and  financia l 
condition  of individua l com pan ie s, the  business m arke t in  wh ich  individua l com pan ie s 
com pete  and  gene ra l m arke t and  econom ic conditions. Equ ity securities fluctuate  in  
va lue , often  based  on  factors un re la ted  to  the  va lue  of the  issuer of the  securitie s, and  
such  fluctuations can  be  sign ificant.  

Common Stock 

Com m on stock repre sents an  equ ity (ownersh ip) in te re st in  a  com pany, and  usua lly 
possesses voting rights and  earns d ividends. Dividends on  com m on stock a re  not fixed 
bu t a re  decla red  at the  d iscre tion  of the  issue r. Com m on stock genera lly repre sen ts the  
riskie st investm en t in  a  com pany. In  addition , com m on stock genera lly has the  greate st 
appreciation  and  deprecia tion  potentia l because  increases and  decreases in  earn ings are  
usua lly re flected  in  a  com pany’s stock price . 

Convertible Securities 

Convertib le  securities include  fixed  incom e  securities tha t m ay be  exchanged or 
converted  in to  a  prede term ined num ber of share s of the  issuer’s unde rlying com m on 
stock at the  option  of the  holder du ring a  specified  period. Convertible  secu ritie s m ay 
take  the  form  of conve rtib le  pre fe rred stock, conve rtib le  bonds or deben tu re s, un its 
consisting of “usable” bonds and  warrants or a  com bination  of the  featu re s of seve ra l of 
these  secu rities. Conve rtib le  secu ritie s a re  sen ior to  com m on stocks in  an  issue r’s capita l 
structure  but are  usua lly subordinated  to sim ila r non-convertib le  securitie s. While  
provid ing a  fixed-incom e  stream  (genera lly h ighe r in  yie ld  than  the  incom e  derivable  
from  com m on stock but lower than  that a fforded  by a  sim ilar nonconve rtib le  security), a  
convertib le  secu rity a lso  gives an  investor the  opportun ity, th rough  its conversion  
fea tu re , to  participa te  in  the  capita l apprecia tion  of the  issu ing com pany depending upon 
a  m arke t price  advance  in  the  convertib le  secu rity’s underlying com m on stock. 

Preferred Stock 

Pre ferred  stock is a  class of stock having a  pre ference  over com m on stock as to  the  
paym en t of d ividends and  the  recovery of investm ent shou ld  a  com pany be  liqu idated, 
a lthough  pre ferred  stock is u sua lly jun ior to  the  debt securitie s of the  issue r. Pre fe rred 
stock typica lly does not possess voting righ ts and  its m arke t va lue  m ay change  based on  
changes in  in te rest ra tes. 

A fundam enta l risk of investing in  com m on and pre ferred  stock is the  risk tha t the  va lue  
of the  stock m igh t decrease . Stock va lues fluctuate  in  response  to the  activitie s of an  
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ind ividua l com pany or in  re sponse  to  gene ra l m arke t and/or econom ic conditions. 
Historica lly, com m on stocks have  provided  grea te r long-te rm  re tu rns and  have  en ta iled  
greate r short-te rm  risks than  pre fe rred  stocks, fixed-incom e  securities and  m oney 
m arke t investm en ts. The  m arke t va lue  of a ll secu ritie s, including com m on and pre fe rred 
stocks, is  based  upon  the  m arke t’s pe rception  of va lue  and  not necessarily the  book va lue  
of an  issuer or other objective  m easures of a  com pany’s worth . 

Exch a n ge  Tra d e d  Fu n d s  (ETFs) 

“Exchange-Traded Funds”, or ETFs, m ean  a  Fund or Class, the  share s of wh ich  are  listed 
and  traded  on  a  nationa l secu ritie s exchange , and  that has form ed and ope rate s unde r 
an  exem ptive  order gran ted  by the  Com m ission  or in  re liance  on  ru le  6c-11 [17 CFR 
270.6c-11] under the  Investm ent Com pany Act.  Typica lly, asse ts unde rlying the  ETF 
share s are  stocks, though  they m ay a lso be  com m oditie s or other in strum ents. An ETF 
m ay seek to rep lica te  the  perform ance  of a  specific index or m ay be  active ly m anaged. 

Typica lly, share s of an  ETF that tracks an  index are  expected  to  increase  in  va lue  as the  
va lue  of the  underlying benchm ark increases. However, in  the  case  of inverse  ETFs (a lso 
ca lled  "short ETFs" or "bear ETFs"), ETF share s a re  expected  to  increase  in  va lue  as the  
va lue  of the  underlying benchm ark decreases. Inverse  ETFs seek to  de live r the  opposite  
of the  pe rform ance  of the  benchm ark they track and  are  often  m arke ted  as a  way for 
investors to  profit from , or a t le ast hedge  the ir exposure  to , downward m oving m arke ts. 
Investm en ts in  inverse  ETFs a re  sim ila r to  hold ing short positions in  the  underlying 
benchm ark. 

ETF share s a re  redeem able  on ly in  la rge  b locks of share s often  ca lled  "crea tion  un its" by 
pe rsons other than  a  fund, and  a re  redeem ed principa lly in -kind  a t each  day's next 
ca lcu lated  ne t asse t va lue  per share  (NAV). ETFs typica lly incur fees that a re  separate  from  
those  fee s incurred  d irectly by a  fund. A fund 's pu rchase  of ETFs resu lts in  the  layering of 
expenses, such  that the  fund wou ld  indirectly bear a  proportionate  share  of any ETF's 
opera ting expenses. Furthe r, wh ile  trad itiona l investm ent com pan ie s a re  continuously 
offe red  at NAV, ETFs a re  traded  in  the  secondary m arke t (e.g., on  a  stock exchange ) on  an  
in tra -day basis a t price s that m ay be  above  or be low the  va lue  of the ir unde rlying 
portfo lios. 

Som e  of the  risks of investing in  an  ETF that tracks an  index are  sim ila r to  those  of 
investing in  an  indexed m utua l fund, including tracking e rror risk (the  risk of e rrors in  
m atch ing the  ETF's unde rlying asse ts to  the  index or other benchm ark); and  the  risk tha t 
because  an  ETF that tracks an  index is not active ly m anaged, it  cannot se ll stocks or o ther 
asse ts as long as they are  represented  in  the  index or other benchm ark. Other ETF risks 
include  the  risk that ETFs m ay trade  in  the  secondary m arke t a t a  d iscoun t from  the ir NAV 
and the  risk that the  ETFs m ay not be  liqu id. ETFs a lso m ay be  leveraged. Leve raged ETFs 
seek to  de liver m ultip les of the  pe rform ance  of the  index or other benchm ark they track 
and  use  deriva tives in  an  e ffort to  am plify the  re turns (or decline , in  the  case  of inve rse  
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ETFs) of the  underlying index or benchm ark. While  leveraged  ETFs m ay offe r the  potentia l 
for grea te r re turn , the  potentia l for loss and  the  speed  at wh ich  losse s can  be  rea lized 
a lso  a re  greate r. Most leve raged and inve rse  ETFs "re se t" da ily, m ean ing they a re  
designed to ach ieve  the ir sta ted  objectives on  a  da ily basis. Leveraged and inverse  ETFs 
can  deviate  substantia lly from  the  pe rform ance  of the ir underlying benchm ark over 
longe r pe riods of tim e, particu la rly in  vola tile  pe riods. 

Exch a n ge  Tra d e d  Not e s  (ETNs) 

ETNs are  a  type  of sen ior, unsecured, unsubordina ted  debt security issued  by financia l 
in stitu tions that com bines aspects of both  bonds and  ETFs. An  ETN's re turns a re  based  
on  the  pe rform ance  of a  m arke t index or other re fe rence  asse t m inus fee s and expenses. 
Sim ila r to  ETFs, ETNs are  listed  on  an  exchange  and  traded  in  the  secondary m arke t. 
However, un like  an  ETF, an  ETN can  be  he ld  un til the  ETN's m atu rity, a t wh ich  tim e  the  
issue r will pay a  re turn  linked  to  the  perform ance  of the  m arke t index or o the r re fe rence  
asse t to  wh ich  the  ETN is linked  m inus ce rta in  fee s. Un like  regu lar bonds, ETNs typica lly 
do  not m ake  pe riodic in te rest paym ents and  principa l typ ica lly is not pro tected. 

ETNs a lso  incu r certa in  expenses not incurred by the ir applicable  index. The  m arke t va lue  
of an  ETN is de te rm ined by supply and  dem and, the  cu rrent perform ance  of the  index or 
o the r re fe rence  asse t, and  the  credit ra ting of the  ETN issuer. The  m arke t va lue  of ETN 
share s m ay d iffe r from  the ir in traday indica tive  va lue . The  va lue  of an  ETN m ay a lso 
change  due  to  a  change  in  the  issuer's  credit ra ting. As a  resu lt, there  m ay be  tim es when 
an  ETN's share  trades at a  prem ium  or d iscount to  its  NAV. Som e  ETNs that u se  leverage  
in  an  e ffort to  am plify the  re turns of an  underlying index or o ther re fe rence  asse t can , a t 
tim es, be  re lative ly illiqu id  and, thus, they m ay be  d ifficu lt to  purchase  or se ll a t a  fa ir 
price . Leveraged ETNs m ay offe r the  poten tia l for greate r re tu rn , but the  poten tia l for 
loss and  speed  at wh ich  losses can  be  rea lized  a lso  are  greate r. 

Fo re ign  In ve s t m e n t s  

The  Funds m ay invest in  secu rities of fore ign  issue rs that are  not publicly traded  in  the  
Un ited  State s.  The  Funds m ay a lso  invest in  Am erican  Depositary Rece ip ts (“ADRs”), 
European  Deposita ry Rece ipts (“EDRs”) and  Global Depositary Rece ip ts (“GDRs”), fore ign  
securities traded  on  a  na tiona l securities m arke t and m ay purchase  and se ll fore ign  
currency on  a  spot basis and  ente r in to  forward cu rrency con tracts (see  “Forward 
Currency Contracts,” be low). 
 
Deposita ry Receipts   
 
The  Funds m ay invest its  asse ts in  securitie s of fore ign  issue rs in  the  form  of deposita ry 
rece ip ts, including ADRs, EDRs and GDRs, wh ich  a re  securitie s repre sen ting securitie s of 
fore ign  issuers.  A purchase r of unsponsored depositary rece ipts m ay not have  un lim ited 
voting righ ts and  m ay not rece ive  as m uch in form ation  about the  issue r of the  underlying 
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securities as with  a  sponsored  deposita ry rece ip t.  Gene ra lly, ADRs, in  registe red  form , 
a re  denom inated  in  U.S. dolla rs and  a re  designed  for u se  in  the  U.S. securities m arke ts.  
ADRs are  rece ip ts typ ica lly issued  by a  U.S. bank or trust com pany evidencing ownersh ip 
of the  unde rlying secu ritie s.  For pu rposes of the  Funds’ investm ent policie s, ADRs are  
deem ed to  have  the  sam e  classification  as the  unde rlying securitie s they represent.  Thus, 
an  ADR representing ownersh ip  of com m on stock will be  trea ted  as com m on stock. 
 
Risks of Investing in Foreign Securities   
 
Investm en ts in  fore ign  securities involve  ce rta in  inhe ren t risks, including the  fo llowing: 
 

Politica l and Econom ic Factors - Individua l fore ign  econom ies of certa in  coun tries 
m ay d iffe r favorably or un favorably from  the  U.S. econom y in  such  re spects as growth  of 
gross nationa l product, ra te  of in fla tion , capita l re investm ent, re source  se lf-su fficiency, 
d ive rsification  and  ba lance  of paym en ts position .  The  in te rna l politics of ce rta in  fore ign  
countrie s m ay not be  as stab le  as those  of the  Un ited Sta te s.  Governm ents in  certa in  
fore ign  coun trie s a lso  continue  to  participate  to  a  sign ificant degree , th rough  ownersh ip 
in te re st or regu la tion , in  the ir respective  econom ies.  Action  by these  governm en ts cou ld  
include  re strictions on  fore ign  investm en t, nationa liza tion , expropriation  of goods or 
im position  of taxes, and cou ld  have  a  sign ificant e ffect on  m arke t prices of secu rities and 
paym en t of in te rest.  The  econom ies of m any fore ign  countrie s are  heavily dependen t 
upon  in te rna tiona l trade  and  a re  accordingly a ffected  by the  trade  policie s and  econom ic 
conditions of the ir trad ing partners.  Enactm en t by these  trad ing partners of protection ist 
trade  legisla tion  cou ld  have  a  sign ificant adverse  e ffect upon  the  secu ritie s m arke ts of 
such  coun tries. 

 
Currency Fluctuations - The  Funds m ay invest in  securitie s denom inated in  fore ign  

currencies.  Accordingly, a  change  in  the  va lue  of any such  currency aga inst the  U.S. dolla r 
will re su lt in  a  corresponding change  in  the  U.S. dolla r va lue  of a  Fund’s asse ts 
denom inated  in  tha t currency.  Such  changes will a lso  a ffect a  Fund’s incom e.  The  va lue 
of a  Fund’s asse ts m ay a lso  be  a ffected  sign ificantly by cu rrency re strictions and 
exchange  con tro l regu la tions enacted  from  tim e  to  tim e . 

 
Marke t Characte ristics - Many fore ign  secu ritie s in  wh ich  the  Funds m ay invest 

cou ld  be  purchased  in  ove r-the -coun te r m arke ts or on  exchanges loca ted  in  the  countrie s 
in  wh ich  the  principa l office s of the  issue rs of the  various secu ritie s a re  located, if that is 
the  best ava ilab le  m arke t.  Fore ign  exchanges and  m arke ts m ay be  m ore  vola tile  than  
those  in  the  Un ited  State s.  While  growing in  volum e, they usua lly have  substantia lly le ss 
volum e  than  U.S. m arke ts, and  a  Fund’s fore ign  securities m ay be  le ss liqu id  and  m ore  
vola tile  than  U.S. securitie s.  Moreover, se ttlem ent practices for transactions in  fore ign  
m arke ts m ay d iffe r from  those  in  U.S. m arke ts, and  m ay include  de lays beyond periods 
custom ary in  the  Un ited  States.  Fore ign  security trad ing practice s, including those  
involving securitie s se ttlem ent where  Fund asse ts m ay be  re leased  prior to  rece ip t of 
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paym en t or secu ritie s, m ay expose  a  Fund to increased  risk in  the  even t of a  fa iled  trade  
or the  in so lvency of a  fore ign  broker-dea le r. 

 
Lega l and  Regu la tory Matte rs - Certa in  fore ign  coun trie s m ay have  le ss 

supervision  of securities m arke ts, b rokers and issuers of secu ritie s, and  le ss financial 
in form ation  ava ilab le  from  issuers, than  is ava ilab le  in  the  Un ited  Sta tes. 

 
Taxes - The  in te rest and d ividends payable  on  ce rta in  of a  Fund’s fore ign  portfo lio 

securities m ay be  subject to  fore ign  withhold ing taxes, thus reducing the  ne t am oun t of 
incom e  ava ilab le  for d istribu tion  to  Fund shareholde rs. 

 
Costs - To the  extent tha t a  Fund invests in  fore ign  securitie s, its  expense  ra tio  is 

like ly to  be  h ighe r than  those  of investm ent com pan ie s investing on ly in  dom estic 
securities, because  the  cost of m ain ta in ing the  custody of fore ign  securities is  h ighe r. 

 
Emerging Markets.   

Investing in  em erging m arke t securities im poses risks d iffe rent from , or greate r than , 
risks of investing in  fore ign  deve loped countrie s. These  risks include : sm alle r m arket 
capita liza tion  of secu ritie s m arke ts, wh ich  m ay su ffe r periods of re la tive  illiqu id ity; 
sign ificant price  vola tility; re strictions on  fore ign  investm en t; possib le  repa tria tion  of 
investm ent incom e  and capita l. In  addition , fore ign  investors m ay be  requ ired  to  registe r 
the  proceeds of sa le s; fu ture  econom ic or politica l crise s cou ld  lead  to  price  con tro ls, 
forced  m erge rs, expropria tion  or confisca tory taxation , se izure , na tiona liza tion , or 
crea tion  of governm ent m onopolies. The  currencies of em erging m arke t coun tries m ay 
experience  sign ifican t declines aga inst the  U.S. dollar, and  deva lua tion  m ay occur 
subsequen t to  investm ents in  these  currencies by the  Funds. In fla tion  and  rap id  
fluctuations in  in fla tion  ra te s have  had , and  m ay con tinue  to  have , nega tive  e ffects on  
the  econom ies and  secu ritie s m arke ts of certa in  em erging m arke t coun tries. 

Additiona l risks of em erging m arke ts secu ritie s m ay include : greate r socia l, e conom ic and 
politica l unce rta in ty and  instab ility; m ore  substantia l governm en ta l involvem ent in  the  
econom y; le ss governm enta l supervision  and  regu la tion ; unavailab ility of currency 
hedging techn iques; com pan ies that a re  newly organ ized  and  sm all; d iffe rences in  
auditing and  financia l reporting standards, wh ich  m ay re su lt in  unavailab ility of m ateria l 
in form ation  about issue rs; and  le ss deve loped lega l system s. In  addition , em erging 
securities m arke ts m ay have  d iffe rent clearance  and  se ttlem en t procedures, wh ich  m ay 
be  unable  to keep  pace  with  the  volum e  of secu ritie s transactions or o the rwise  m ake  it 
d ifficu lt to  engage  in  such  transactions. Se ttlem ent problem s m ay cause  the  Fund to  m iss 
a ttractive  investm en t opportun ities, ho ld  a  portion  of its asse ts in  cash  pending 
investm ent, o r be  de layed  in  d isposing of a  portfo lio  security. Such  a  de lay cou ld  re su lt 
in  possib le  liab ility to  a  pu rchaser of the  secu rity. 
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Forward Currency Contracts   
 
The  Funds m ay en te r in to  forward  cu rrency con tracts in  an ticipa tion  of changes in 
currency exchange  ra tes.  A forward cu rrency contract is  an  obliga tion  to purchase  or se ll 
a  specific currency at a  fu tu re  date , wh ich  m ay be  any fixed  num ber of days from  the  
da te  of the  con tract agreed  upon by the  partie s, a t a  price  se t a t the  tim e  of the  contract.  
For exam ple , the  Funds m igh t purchase  a  particu lar currency or en te r in to a  forward 
currency con tract to  pre serve  the  U.S. dolla r price  of securitie s it in tends to  or has 
con tracted  to  pu rchase .  Alte rna tive ly, it  m ight se ll a  particu la r cu rrency on  e ither a  spot 
or forward  basis to  hedge  aga inst an  an ticipa ted  decline  in  the  dolla r va lue  of secu ritie s 
it  in tends to  or has contracted  to  se ll.  Although  th is stra tegy cou ld  m in im ize  the  risk of 
loss due  to a  decline  in  the  va lue  of the  hedged cu rrency, it  cou ld  a lso  lim it any potentia l 
ga in  from  an  increase  in  the  va lue  of the  currency. 
 
In  considering whether to  invest in  the  securitie s of a  fore ign  com pany, the  Adviser 
considers such  factors as the  characte ristics of the  particu la r com pany, d iffe rences 
be tween  econom ic trends and  the  perform ance  of securitie s m arke ts with in  the  U.S. and  
those  with in  other countrie s, and  a lso  factors re lating to  the  gene ra l econom ic, 
governm enta l and  socia l conditions of the  country or countrie s where  the  com pany is 
loca ted .  The  extent to  wh ich  the  Funds will be  invested in  fore ign  com pan ie s and 
countrie s and depositary rece ip ts will fluctua te  from  tim e  to  tim e  with in  the  lim ita tions 
described  in  the  Prospectus, depending on  the  Adviser’s asse ssm ent of preva iling 
m arke t, e conom ic and  o the r conditions. 
 
Illiq u id  a n d  Re s t r ict e d  Se cu r it ie s  

Each  Fund m ay invest up  to  15% of its  ne t asse ts in  illiqu id  securities. Illiqu id  secu ritie s 
include  secu rities subject to  contractua l or lega l re strictions on  resa le  (e .g., because  they 
have  not been  registe red  unde r the  Securities Act of 1933, as am ended (the  “Securities 
Act”)) and  securitie s that are  otherwise  not readily m arke table  (e .g., because  trad ing in 
the  security is suspended or because  m arke t m akers do  not exist or will no t en te rta in  
b ids or offe rs). Securitie s that have  not been  registe red  unde r the  Securitie s Act a re  
re fe rred to  as private  p lacem ents or re stricted  secu ritie s and a re  pu rchased  d irectly from  
the  issuer or in  the  secondary m arke t. Fore ign  secu ritie s tha t are  free ly tradable  in  the ir 
principa l m arke ts a re  not conside red  to  be  illiqu id . 

Restricted  and  other illiqu id  securitie s m ay be  subject to  the  potentia l for de lays on  re sa le  
and  unce rta in ty in  va lua tion . The  Funds m ight be  unable  to  d ispose  of illiqu id  securitie s 
prom ptly or a t reasonable  price s and m igh t thereby expe rience  d ifficu lty in  satisfying 
redem ption  requests from  shareholders. The  Funds m ight have  to  registe r re stricted  
securities in  order to  d ispose  of them , re su lting in  additiona l expense  and  de lay. Adve rse  
m arke t conditions cou ld  im pede  such  a  public offe ring of secu rities.  
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A la rge  in stitu tiona l m arke t exists for certa in  securities that are  not registe red under the  
Securitie s Act, including fore ign  secu rities. The  fact that there  a re  contractua l or lega l 
re strictions on  re sa le  to  the  genera l public or to  certa in  in stitu tions m ay not be  indicative 
of the  liqu id ity of such  investm ents. Ru le  144A under the  Securitie s Act a llows such  a  
broader in stitu tiona l trad ing m arke t for securitie s otherwise  subject to  re strictions on 
re sa le  to  the  genera l public. Ru le  144A establishes a  “safe  harbor” from  the  registra tion  
requ irem en ts of the  Securitie s Act for re sa le  of ce rta in  securities to  qua lified  institu tiona l 
buyers. Ru le  144A has produced enhanced  liqu id ity for m any re stricted  securitie s, and 
m arke t liqu id ity for such  securitie s m ay continue  to expand as a  re su lt of th is regu lation  
and  the  consequent existence  of the  PORTAL system , wh ich  is an  au tom ated  system  for 
the  trad ing, clearance  and  se ttlem ent of unregiste red  securitie s of dom estic and  fore ign  
issue rs sponsored  by NASDAQ. 

Under gu ide lines adopted  by the  Board, the  Advise r m ay de te rm ine  tha t particu la r Ru le  
144A securitie s, and  com m ercia l paper issued  in  re liance  on  the  priva te  p lacem ent 
exem ption  from  registra tion  a fforded  by Section  4(a)(2) of the  Securitie s Act, are  liqu id 
even  though  they are  not registe red . A de te rm ina tion  of whether such  a  security is liqu id 
or not is  a  question  of fact. In  m aking th is de te rm ination , the  Adviser will consider, as it 
deem s appropria te  unde r the  circum stances and  am ong othe r factors: (1) the  frequency 
of trades and  quotes for the  security; (2) the  num ber of dea le rs willing to  purchase  or se ll 
the  secu rity; (3) the  num ber of o the r potentia l pu rchase rs of the  secu rity; (4) dea le r 
unde rtakings to  m ake  a  m arke t in  the  secu rity; (5) the  na ture  of the  secu rity (e .g., debt or 
equ ity, date  of m atu rity, te rm s of d ividend or in te re st paym en ts, and  o ther m ateria l 
te rm s) and  the  na ture  of the  m arke tp lace  trades (e .g., the  tim e  needed to d ispose  of the  
security, the  m e thod of so liciting offe rs, and  the  m echan ics of transfe r); and  (6) the  rating 
of the  secu rity and  the  financia l condition  and  prospects of the  issue r. In  the  case  of 
com m ercia l pape r, the  Advise r will a lso  de te rm ine  that the  paper (1) is  not traded  fla t or 
in  de fau lt as to  principa l and  in te re st, and  (2) is  ra ted  in  one  of the  two h ighest ra ting 
ca tegorie s by at least two Nationa lly Recogn ized  Statistica l Rating Organ izations 
(“NRSROs”) or, if on ly one  NRSRO ra te s the  secu rity, by that NRSRO, or, if the  security is 
unrated, the  Adviser de te rm ines that it  is  of equ iva len t qua lity. 

Ru le  144A securitie s and  Section  4(a)(2) com m ercia l pape r that have  been  deem ed liqu id 
as described above  will continue  to  be  m on itored  by the  Advise r to  de te rm ine  if the  
security is no  longe r liqu id  as the  re su lt o f changed conditions. Investing in  Ru le  144A 
securities or Section  4(a)(2) com m ercia l pape r cou ld  have  the  e ffect of increasing the  
am oun t of the  Funds’ asse ts invested in  illiqu id  secu rities if in stitu tiona l buyers a re  
unwilling to purchase  such  securities.  

In ve s t m e n t s  Com pa n ie s   

The  Funds m ay, from  tim e to  tim e, invest in  securities of o the r investm ent com pan ie s, 
including, withou t lim ita tion , m oney m arke t funds and  exchange  traded  funds (“ETFs”).  
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Genera lly, under the  1940 Act,, a  fund m ay not acqu ire  shares of another investm ent 
com pany if, im m ediate ly a fte r such  acqu isition , (i) a  fund wou ld  hold m ore  than  3% of 
the  other investm en t com pany’s to ta l outstanding share s, (ii) a  fund’s investm en t in  
securities of the  other investm ent com pany wou ld  be  m ore  than  5% of the  va lue  of the  
tota l asse ts of the  fund, or (iii) m ore  than  10% of a  fund’s to ta l asse ts wou ld  be  invested 
in  investm ent com pan ie s. Under certa in  conditions, a  fund m ay invest in  registe red  and 
unregiste red  m oney m arke t funds in  excess of these  lim itations.  

The  Funds expect to  re ly on  Ru le  12d1-1 unde r the  1940 Act when  purchasing share s of 
a  m oney m arke t fund. Unde r Ru le  12d1-1, the  Funds m ay genera lly invest without 
lim ita tion  in  m oney m arke t funds as long as the  Funds pay no  sa le s charge  (“sa les 
charge”), as de fined in  ru le  2830(b)(8) of the  Conduct Ru le s of the  Financia l Industry 
Regu latory Au thority (“FINRA”), or se rvice  fee , as de fined  in  ru le  2830(b)(9) of the  Conduct 
Ru les of FINRA, charged  in  connection  with  the  purchase , sa le , or redem ption  of 
securities issued  by the  m oney m arke t fund (“se rvice  fee”); or the  Advise r waives its 
m anagem ent fee  in  an  am oun t necessary to  offse t any sa le s charge  or se rvice  fee .  

The  Funds gene ra lly expect to  re ly on  Section  12(d)(1)(F) of the  1940 Act when purchasing 
share s of o the r investm ent com pan ie s that are  not m oney m arke t funds. Under Section 
12(d)(1)(F), the  Funds m ay genera lly acqu ire  share s of another investm ent com pany 
un le ss, im m ediate ly a fte r such  acqu isition , the  Funds and  the ir a ffilia ted  pe rsons wou ld 
hold  m ore  than  3% of the  investm en t com pany’s tota l ou tstanding stock (the  “3% 
Lim itation”). To  the  exten t the  3% Lim itation  applie s to  an  investm ent the  Funds wish  to 
m ake , the  Funds m ay be  prevented  from  a llocating the ir investm ents in  the  m anner tha t 
the  Adviser considers optim al. Also , unde r the  1940 Act, to  the  extent tha t the  Funds re ly 
upon  Section  12(d)(1)(F) in  purchasing secu rities issued  by another investm ent com pany, 
the  Funds m ust e ither seek instructions from  the ir shareholders with  regard  to  the  voting 
of a ll p roxie s with  re spect to  its  investm ent in  such  securities and  vote  such  proxie s on ly 
in  accordance  with  the  in structions, or vote  the  share s he ld  by each  in  the  sam e 
proportion  as the  vote  of a ll other holde rs of the  securitie s. In  the  event tha t there  is a  
vote  of investm ent com pany share s he ld  by the  Funds in  re liance  on  Section  12(d)(1)(F), 
the  Funds in tend  to  vote  such  share s in  the  sam e proportion  as the  vote  of a ll other 
holde rs of such  secu ritie s.  

In  addition , Ru le  12d1-4 under the  1940 Act (“Rule  12d1-4”) a llows investm ent com pan ie s 
to  invest in  o the r investm ent com pan ie s in  excess of the  lim itation  d iscussed  above , 
subject to  certa in  conditions and  restrictions, including, am ong other conditions, tha t a  
Fund and its  advisory group will not con tro l (individua lly or in  the  aggrega te ) an  acqu ired 
fund (e .g., ho ld  m ore  than  25% of the  outstanding voting securitie s of an  acqu ired  fund 
that is  a  registe red  open-end m anagem ent investm ent com pany).  The  Funds genera lly 
expect to  re ly on  th is ru le  to  the  exten t applicable .  Additiona lly, the  Fund m ay re ly on  
exem ptive  re lie f issued  by the  SEC to  o the r registe red  funds, including ETFs, to  invest in  



 

29 
 

such  o ther funds in  excess of the  lim its of Section  12(d)(1) if the  Fund com plies with  the  
te rm s and  conditions of such  exem ptive  re lie f. 

Investm en ts in  other investm en t com pan ie s subject the  Funds to additiona l opera ting 
and  m anagem en t fee s and  expenses. For exam ple , a  Fund’s investors will ind irectly bear 
fee s and  expenses charged  by underlying investm ent com pan ie s in  wh ich  tha t Fund 
invests, in  addition  to  tha t Fund’s d irect fees and  expenses.  

Additiona lly, investing in  another investm en t com pany exposes a  Fund to  a ll the  risks of 
that underlying fund. 

Mon e y Ma rke t  Fu n d s 

The  Fund m ay invest in  unde rlying m oney m arke t funds that e ithe r seek to m ain ta in  a  
stab le  $1 NAV (“stab le  NAV m oney m arke t funds”) or tha t have  a  share  price  that 
fluctuates (“variab le  NAV m arke t funds”). Although  an  underlying stab le  NAV m oney 
m arke t fund seeks to  m ain ta in  a  stab le  $1 NAV, it is  possib le  for the  Fund to  lose  m oney 
by investing in  such  a  m oney m arke t fund. Because  the  share  price  of an  unde rlying 
variab le  NAV m arke t fund will fluctua te , when  the  Fund se lls the  share s it owns they m ay 
be  worth  m ore  or le ss than  what the  Fund origina lly pa id  for them . In  addition , ne ither 
type  of m oney m arke t fund is designed  to  offe r capita l apprecia tion . Ce rta in  unde rlying 
m oney m arke t funds m ay im pose  a  fee  upon  the  sa le  of share s or m ay tem porarily 
suspend the  ab ility to  se ll share s if such  fund’s liqu id ity fa lls be low requ ired  m in im um s. 

Pre ciou s  Me t a l-Re la t e d  Se cu r it ie s   

A Fund m ay invest in  the  equ ity and  other secu ritie s of com pan ie s that explore  for, 
extract, p rocess or dea l in  precious m e ta ls (e .g., go ld , silver and  p la tinum ), and  in  asse t-
based  secu ritie s indexed to the  va lue  of such  m eta ls. Such  secu ritie s m ay be  purchased  
when  they a re  be lieved to be  a ttractive ly priced  in  re la tion  to the  va lue  of a  com pany’s 
precious m eta l-re lated  asse ts or when  the  va lues of precious m eta ls a re  expected  to 
bene fit from  in fla tionary pre ssure  or o the r econom ic, politica l or financia l unce rta in ty or 
in stab ility. Based  on  h istorica l experience , du ring pe riods of econom ic or financia l 
in stab ility the  secu rities of com pan ie s involved  in  precious m eta ls m ay be  subject to  
extrem e  price  fluctuations, re flecting the  h igh  vola tility of precious m e ta l prices during 
such  periods. In  addition , the  instab ility of precious m e ta l prices m ay re su lt in  vola tile  
earn ings of precious m e ta l-re la ted  com pan ie s, wh ich  m ay, in  turn , adve rse ly a ffect the  
financia l condition  of such  com pan ie s. The  m ajor produce rs of gold  include  the  Republic 
of South  Africa , Russia , Canada , the  Un ited  State s, Brazil and  Austra lia . Sa le s of gold  by 
Russia  are  la rge ly unpredictab le  and  often  re la te  to  politica l and econom ic 
considera tions ra the r than  to  m arke t forces. Econom ic, financia l, socia l and  political 
factors with in  South  Africa  m ay sign ificantly a ffect Sou th  African  gold  production . 
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Re a l Es t a t e  In ve s t m e n t  Tru s t s   

Each  Fund m ay invest in  securities of rea l e sta te  investm en t tru sts (“REITs”). REITs a re  
publicly traded  corporations or trusts that specia lize  in  acqu iring, hold ing and m anaging 
re sidentia l, com m ercia l or industria l rea l e state . A REIT is not taxed  at the  en tity leve l on  
incom e  d istributed  to  its  shareholders or un itholde rs if it  d istribute s to  shareholde rs or 
un itholders a t le ast 95% of its taxable  incom e for each  taxable  year and  com plie s with  
regu la tory requ irem ents re la ting to  its  organ ization , ownersh ip , asse ts and  incom e . 

REITs gene ra lly can  be  classified  as “Equ ity REITs”, “Mortgage  REITs” and  “Hybrid  REITs.” 
An  Equ ity REIT invests the  m ajority of its  asse ts d irectly in  rea l property and  derives its 
incom e  prim arily from  rents and  from  capita l gains on  rea l estate  apprecia tion , wh ich  are  
rea lized  th rough  prope rty sa le s. A Mortgage  REIT invests the  m ajority of its  asse ts in  rea l 
e state  m ortgage  loans and  services its  incom e  prim arily from  in te re st paym en ts. A Hybrid 
REIT com bines the  characte ristics of an  Equ ity REIT and a  Mortgage  REIT. Although  the  
Funds can  invest in  a ll th ree  kinds of REITs, its  em phasis is  expected  to  be  on  investm en ts 
in  Equ ity REITs. 

Investm en ts in  the  rea l e state  industry involve  particu la r risks. The  rea l e state  industry 
has been  subject to  substan tia l fluctuations and declines on  a  loca l, regiona l and  nationa l 
basis in  the  past and  m ay con tinue  to  be  in  the  fu ture . Rea l property va lues and  incom e 
from  rea l property con tinue  to  be  in  the  fu tu re . Rea l prope rty va lues and  incom e  from  
rea l property m ay decline  due  to genera l and loca l econom ic conditions, overbu ild ing 
and  increased  com petition , increases in  prope rty taxes and  ope rating expenses, changes 
in  zon ing laws, casua lty or condem nation  losse s, regu latory lim ita tions on  rents, changes 
in  ne ighborhoods and  in  dem ograph ics, increases in  m arke t in te re st ra tes, o r o the r 
factors. Factors such  as these  m ay adverse ly a ffect com pan ie s that own and ope rate  real 
e state  d irectly, com pan ie s that lend  to  such  com pan ie s, and  com pan ie s that se rvice  the  
rea l e sta te  industry. 

Investm en ts in  REITs a lso  involve  risks. Equ ity REITs will be  a ffected  by changes in  the  
va lues of and  incom e  from  the  prope rties they own, wh ile  Mortgage  REITs m ay be  
a ffected  by the  credit qua lity of the  m ortgage  loans they hold. In  addition , REITs are  
dependen t on  specia lized  m anagem en t skills  and  on  the ir ab ility to  generate  cash  flow 
for ope rating pu rposes and to m ake  d istributions to  shareholde rs or un itholders REITs 
m ay have  lim ited  d iversifica tion  and  are  subject to  risks associa ted  with  obta in ing 
financing for rea l prope rty, as we ll as to  the  risk of se lf-liqu idation . REITs a lso  can  be  
adve rse ly a ffected  by the ir fa ilure  to  qua lify for tax-free  pass-th rough  trea tm ent of the ir 
incom e  under the  In te rna l Revenue  Code  of 1986, as am ended, or the ir fa ilu re  to  
m ain ta in  an  exem ption  from  registra tion  unde r the  1940 Act. By investing in  REITs 
indirectly through  the  Funds, a  shareholde r bears not on ly a  proportiona te  share  of the  
expenses of the  Funds, bu t a lso  m ay indirectly bear sim ila r expenses of som e  of the  REITs 
in  wh ich  it invests. 
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Re p u rch a se  Agre e m e n t s   

Each  Fund m ay enter in to  repurchase  agreem ents. In  a  repurchase  agreem en t, an  
investor (such  as a  Fund) pu rchases a  security (known as the  “underlying secu rity”) from  
a  secu rities dea le r or bank. Any such  dea le r or bank m ust be  deem ed creditworthy by 
the  Advise r. At that tim e, the  bank or securities dea le r agrees to  repurchase  the  
unde rlying security a t a  m utua lly agreed  upon  price  on  a  designated  fu tu re  da te . The  
repurchase  price  m ay be  h igher than  the  purchase  price , the  d iffe rence  be ing incom e  to 
the  Funds, or the  purchase  and  repurchase  price s m ay be  the  sam e, with  in te rest a t an  
agreed  upon  rate  due  to  the  Fund on  repurchase . In  e ithe r case , the  incom e  to  the  Funds 
gene ra lly will be  un re la ted  to  the  in te re st ra te  on  the  underlying securitie s. Repurchase  
agreem en ts m ust be  “fu lly co lla te ra lized,” in  tha t the  m arke t va lue  of the  underlying 
securities (including accrued  in te re st) m ust a t a ll tim es be  equal to  or grea te r than  the  
repurchase  price . There fore , a  repurchase  agreem en t can  be  considered  a  loan  
colla te ra lized  by the  unde rlying securities. 

Repurchase  agreem ents a re  gene ra lly for a  short pe riod  of tim e , often  le ss than  a  week, 
and  will gene ra lly be  used  by a  Fund to  invest excess cash  or as part of a  tem porary 
de fensive  strategy. Repurchase  agreem en ts that do  not provide  for paym ent with in  
seven  days will be  treated  as illiqu id  securities. In  the  event of a  bankruptcy or other 
de fau lt by the  se lle r of a  repurchase  agreem ent, the  Funds cou ld  experience  both  de lays 
in  liqu ida ting the  underlying security and  losses. These  losse s cou ld  re su lt from : (a ) 
possib le  decline  in  the  va lue  of the  unde rlying secu rity wh ile  a  Fund is seeking to  en force  
its  rights under the  repurchase  agreem ent; (b) possib le  reduced  leve ls of incom e  or lack 
of access to  incom e  during th is pe riod; and  (c) expenses of en forcing its rights. 

Se cu r it ie s  Le n d in g  
 
A Fund m ay lend  securitie s from  its portfo lio  to  brokers, dea le rs and  financia l in stitu tions 
(bu t not ind ividua ls) in  order to  increase  the  re tu rn  on  its  portfo lio. The  va lue  of the  
loaned  secu ritie s m ay not exceed  one -th ird  of a  Fund’s tota l ne t asse ts and  loans of 
portfo lio securities are  fu lly co lla te ra lized based  on  va lues tha t are  m arked-to-m arke t 
da ily.  The  Funds will not en te r in to any portfo lio  secu rity lending a rrangem ent having a  
du ration  of longer than  one  year.  The  principa l risk of portfo lio lending is poten tia l 
de fau lt or in so lvency of the  borrower.  In  e ither of these  cases, the  Funds cou ld 
experience  de lays in  recove ring securitie s or co lla te ra l or cou ld  lose  a ll o r part of the  
va lue  of the  loaned secu ritie s.  The  Funds m ay pay reasonable  adm in istrative  and 
custodia l fee s in  connection  with  loans of portfo lio  secu ritie s and  m ay pay a  portion  of 
the  in te re st or fee  earned  the reon  to the  borrower or a  p lacing broke r. 
 
In  de te rm in ing whether or not to  lend  a  security to  a  particu la r broker, dea le r or financia l 
in stitu tion , the  Advise r considers a ll re levant facts and  circum stances, including the  size , 
creditworth iness and  repu tation  of the  broke r, dea le r or financia l in stitu tion .  Any loans 
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o f portfo lio  securitie s are  fu lly co lla te ra lized based  on  va lues that are  m arked-to-m arke t 
da ily.  Any secu ritie s tha t a  Fund m ay rece ive  as co lla te ra l will not becom e  part of the  
Fund’s investm en t portfo lio  at the  tim e  of the  loan  and, in  the  event of a  de fau lt by the  
borrower, the  Fund will, if pe rm itted  by law, d ispose  of such  colla te ra l except for such  
part the reof that is a  security in  wh ich  the  Fund is perm itted to  invest.  During the  tim e 
securities a re  on  loan , the  borrower will pay the  Fund any accrued  incom e  on  those  
securities, however, such  paym en ts of accrued  incom e  will no t constitu te  “qua lified 
d ividend” incom e  and will be  taxable  as ord inary incom e .  For loaned  securities, the  Fund 
m ay invest the  cash  colla te ra l and  earn  incom e  or rece ive  an  agreed-upon  fee  from  a 
borrower tha t has de live red  cash-equ iva len t colla te ra l.  A Fund will be  re sponsib le  for the  
risks associa ted with  the  investm ent of the  cash  colla te ra l, including the  risk tha t the  Fund 
m ay lose  m oney on  the  investm ent or m ay fa il to  earn  su fficien t incom e  to  m ee t its 
obliga tions to the  borrower. 
 
Sh or t  Sa le s  

Each  Fund m ay se ll securities short as an  outrigh t investm ent stra tegy and to offset 
potentia l declines in  long positions in  sim ila r securities. A short sa le  is  a  transaction  in  
wh ich  a  Fund se lls a  secu rity it does not own  or have  the  right to  acqu ire  (or that it  owns 
bu t does not wish  to  de live r) in  an ticipation  tha t the  m arke t price  of that secu rity will 
decline . 

When a  Fund m akes a  short sa le , the  broker-dea le r through which  the  short sa le  is  m ade  
m ust borrow the  security so ld  short and  de liver it  to  the  party purchasing the  secu rity. 
The  Funds a re  requ ired to  m ake  a  m argin  deposit in  connection  with  such  short sa le s; 
the  Funds m ay have  to  pay a  fee  to  borrow particu la r secu ritie s and  will o ften  be  
obliga ted  to pay ove r any d ividends and  accrued  in te rest on  borrowed securities.  

If the  price  of the  security so ld  short increases be tween  the  tim e of the  short sa le  and  the  
tim e  a  Fund covers its short position , the  Fund incu rs a  loss; converse ly, if the  price 
declines, the  Fund realize s a  capita l ga in . Any ga in  will be  decreased , and  any loss 
increased , by the  transaction  costs described  above . The  successfu l use  of short se lling 
m ay be  adve rse ly a ffected  by im perfect corre lation  be tween m ovem ents in  the  price  of 
the  security so ld  short and  the  secu ritie s be ing hedged. 

To the  extent a  Fund se lls securitie s short, it will p rovide  colla te ra l to  the  broker-dea le r 
and  (except in  the  case  of short sa les “aga inst the  box”) will m ain ta in  additiona l asset 
cove rage  in  the  form  of cash , U.S. governm en t securities or other liqu id  securitie s with  
its  custodian  in  a  segrega ted  accoun t in  an  am oun t a t le ast equa l to  the  d iffe rence 
be tween  the  curren t m arke t va lue  of the  secu ritie s so ld  short and  any am oun ts requ ired 
to be  deposited as co lla te ra l with  the  se lling broke r. A short sa le  is  “aga inst the  box” to 
the  extent a  Fund con tem poraneously owns or has the  right to  obta in  a t no  added cost, 
securities iden tica l to  those  so ld  short. 
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Te m p ora ry a n d  Ca sh  In ve s t m e n t s  
 
Under norm al m arke t conditions, the  Funds will stay fu lly invested according to  its 
principa l investm ent stra tegie s as noted  above .  The  Funds, however, m ay tem porarily 
depart from  its principa l investm en t stra tegies by m aking short-te rm  investm en ts in  
cash , cash  equ iva len ts, and  h igh-quality, short-te rm  debt secu ritie s and  m oney m arket 
in strum en ts for tem porary de fensive  pu rposes in  response  to  adverse  m arke t, econom ic 
or politica l conditions, or o the r events (including, for exam ple , te rrorism , war, natura l 
d isaste rs and  d isease /virus ep idem ics). Th is m ay re su lt in  a  Fund not ach ieving its 
investm ent objectives du ring that period. 
 
For longer periods of tim e, the  Funds m ay hold a  substan tia l cash  position .  If the  m arke t 
advances during periods when  a  Fund is hold ing a  la rge  cash  position , the  Fund m ay not 
participate  to  the  extent it  wou ld  have  if the  Fund had  been  m ore  fu lly invested .  To  the  
extent tha t a  Fund uses a  m oney m arke t fund for its  cash  position , there  will be  som e 
duplica tion  of expenses because  the  Fund wou ld  bear its  pro ra ta  portion  of such  m oney 
m arke t fund’s advisory fee s and  operationa l expenses. 
 
Wh e n -Issu e d , Forw a rd  Com m it m e n t s  a n d  De la ye d  Se t t le m e n t s  

Each  Fund m ay purchase  and  se ll securities on  a  when-issued , forward  com m itm ent or 
de layed  se ttlem ent basis. In  th is even t, the  Custodian  (as de fined  unde r the  section 
entitled  “Custodian”) will segregate  liqu id  asse ts equa l to  the  am ount of the  com m itm ent 
in  a  separa te  account. Norm ally, the  Custodian  will se t aside  portfo lio  secu ritie s to  sa tisfy 
a  purchase  com m itm en t. In  such  a  case , the  Funds m ay be  requ ired  subsequen tly to 
segrega te  additiona l asse ts in  orde r to  assure  tha t the  va lue  of the  accoun t rem ains equal 
to  the  am oun t of the  Funds’ com m itm ent. It m ay be  expected  that the  Funds’ ne t asse ts 
will fluctua te  to  a  greate r degree  when  it se ts aside  portfo lio  securitie s to  cover such  
purchase  com m itm ents than  when  it se ts aside  cash . 

The  Funds do  not in tend  to  engage  in  these  transactions for specu la tive  purposes but 
on ly in  furthe rance  of its  investm ent objectives. Because  the  Funds segregate  liqu id 
asse ts to  satisfy pu rchase  com m itm ents in  the  m anne r described, the  Funds’ liqu id ity 
and  the  ab ility of the  Advise r to  m anage  them  m ay be  a ffected  in  the  event the  Funds’ 
forward  com m itm ents, com m itm ents to  pu rchase  when-issued  securities and  de layed 
se ttlem en ts eve r exceeded 15% of the  va lue  of its  ne t asse ts. 

The  Funds purchase  secu ritie s on  a  when-issued , forward  com m itm ent or de layed 
se ttlem en t basis on ly with  the  in ten tion  of com ple ting the  transaction . If deem ed 
advisable  as a  m atte r of investm en t stra tegy, however, a  Fund m ay d ispose  of or 
renegotiate  a  com m itm ent a fte r it  is  en te red  in to, and  m ay se ll secu ritie s it  has 
com m itted  to  pu rchase  be fore  those  securitie s are  de live red  to the  Fund on  the  
se ttlem en t date . In  these  cases, a  Fund m ay realize  a  taxable  capita l ga in  or loss. When a  
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Fund engages in  when-issued, forward  com m itm ent and  de layed  se ttlem ent 
transactions, it  re lie s on  the  o the r party to  consum m ate  the  trade . Fa ilu re  of such  party 
to  do  so  m ay re su lt in  the  Fund incu rring a  loss or m issing an  opportun ity to  obta in  a  
price  credited  to  be  advan tageous.  

The  m arke t va lue  of the  secu ritie s underlying a  when-issued  purchase , forward  
com m itm ent to  pu rchase  securities, or a  de layed  se ttlem ent and any subsequen t 
fluctuations in  the ir m arke t va lue  is taken  in to  accoun t when de te rm in ing the  m arke t 
va lue  of the  Funds starting on  the  day the  Funds agree  to  pu rchase  the  secu ritie s. A Fund 
does not earn  in te re st on  the  securitie s it  has com m itted  to  pu rchase  un til it  has pa id  for 
and  de livered  on  the  se ttlem en t da te . 

Ad d it ion a l Risks   

Deriva tives Risk. The  Funds’ use  of deriva tives m ay increase  its  costs, reduce  the  Funds’ 
re tu rns and/or increase  vola tility. De rivatives involve  sign ifican t risks, including:  

• Vola tility Risk — Vola tility is  de fined  as the  characte ristic of a  secu rity, an  index or 
a  m arke t to  fluctua te  sign ificantly in  price  with in  a  short tim e  period. A risk of the  
Funds’ use  of deriva tives is that the  fluctuations in  the ir va lues m ay not corre la te  
with  the  overa ll secu ritie s m arke ts.  

• Counterpa rty Risk — Deriva tives a re  a lso  subject to  counte rparty risk, wh ich  is the 
risk that the  other party in  the  transaction  will no t fu lfill its  con tractua l obliga tion .  

• Market and Illiquidity Risk — The  possib le  lack of a  liqu id  secondary m arke t for 
de rivatives and  the  resu lting inability of a  Fund to  se ll o r otherwise  close  a  
de rivatives position  could  expose  the  Fund to losse s and cou ld m ake  de rivatives 
m ore  d ifficu lt for the  Fund to  va lue  accura te ly.  

• Valua tion Risk — Valuation  m ay be  m ore  d ifficu lt in  tim es of m arke t tu rm oil since 
m any investors and  m arke t m akers m ay be  re luctant to  pu rchase  com plex 
instrum en ts or quote  prices for them . 

• Hedging Risk — Hedges a re  som etim es subject to  im perfect m atch ing be tween  the 
de rivative  and  the  unde rlying security, and  the re  can  be  no  assurance  that the  
Funds’ hedging transactions will be  e ffective . The  use  of hedging m ay re su lt in  
certa in  adverse  tax consequences.  

• Tax Risk — Certa in  aspects of the  tax trea tm ent of de rivative  in strum ents, 
including swap agreem ents and  com m odity-linked deriva tive  in strum ents, are  
curren tly unclear and  m ay be  a ffected by changes in  legisla tion , regu la tions or 
o the r lega lly b inding au thority. Such  treatm en t m ay be  le ss favorable  than  tha t 
given  to  a  d irect investm ent in  an  underlying asse t and  m ay adverse ly a ffect the  
tim ing, characte r and  am oun t of incom e  the  Fund rea lize s from  its investm ents.  

• Regula tory Risk — Deriva tive  contracts, including, withou t lim ita tion , swaps, 
currency forwards and non-de liverable  forwards, are  subject to  regu la tion  under 
the  Dodd-Frank Wall Stree t Re form  and Consum er Protection  Act (the  “Dodd-
Frank Act”) in  the  Un ited  Sta te s and unde r com parable  regim es in  Europe , Asia  
and  othe r non-U.S. jurisd ictions. Unde r the  Dodd-Frank Act, certa in  deriva tives are  
subject to  m argin  requ irem ents and  swap dea le rs are  requ ired  to  co llect m argin  
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from  the  Fund with  respect to  such  de rivatives. Specifica lly, regu lations a re  now 
in  e ffect that requ ire  swap dea le rs to  post and  collect varia tion  m argin  (com prised 
of specified liqu id  instrum en ts and  subject to  a  requ ired ha ircu t) in  connection  
with  trad ing of over-the-counter (“OTC”) swaps with  the  Funds. Share s of 
investm ent com pan ies (o ther than  certa in  m oney m arke t funds) m ay not be  
posted  as co lla te ra l unde r these  regu lations. In  addition , regu la tions adopted  by 
globa l pruden tia l regu lators that are  now in  e ffect requ ire  certa in  bank-regu lated 
counte rpartie s and certa in  of the ir a ffilia tes to  include  in  certa in  financia l 
con tracts, including m any de rivatives contracts, te rm s that de lay or re strict the  
rights of counte rpartie s, such  as the  Fund, to  te rm inate  such  contracts, foreclose  
upon  colla te ra l, exe rcise  o the r de fau lt righ ts or re strict transfers of credit support 
in  the  event tha t the  counte rparty and/or its  a ffilia te s a re  subject to  certa in  types 
of re so lu tion  or in so lvency proceedings. The  im plem en tation  of these  
requ irem en ts with  re spect to  derivatives, as we ll as regu lations under the  Dodd-
Frank Act regard ing clearing, m andatory trad ing and m argin ing of o ther 
de rivatives m ay increase  the  costs and risks to  the  Fund of trad ing in  these  
in strum en ts and, as a  re su lt, m ay affect re turns to  investors in  the  Funds. The  
Funds were  requ ired  to  im plem en t and  com ply with  new Rule  18f-4 gove rn ing the  
use  of deriva tives by registe red  investm ent com pan ie s as of August 19, 2022. Ru le  
18f-4 im poses lim its on  the  am ount of deriva tives a  fund can  ente r in to, e lim inated 
the  asse t segregation  fram ework previously used  by funds to  com ply with  Section  
18 of the  Investm ent Com pany Act of 1940, as am ended (the  “Investm ent 
Com pany Act”), treats de rivatives as sen ior secu ritie s so  tha t a  fa ilure  to  com ply 
with  the  lim its resu lts in  a  sta tu tory vio la tion  and  requ ire s a  Fund to  the  extent its 
u se  of deriva tives is m ore  than  a  lim ited  specified  exposure  am oun t to  e stab lish  
and  m ain ta in  a  com prehensive  derivatives risk m anagem en t program  and 
appoin t a  deriva tives risk m anage r. 
 

Distressed Securities Risk. Distressed  secu rities a re  specu la tive  and involve  substantia l 
risks in  addition  to  the  risks of investing in  junk bonds. The  Funds will genera lly not 
rece ive  in te re st paym en ts on  the  d istre ssed  securities and  m ay incur costs to  pro tect its 
investm ent. In  addition , d istressed  securitie s involve  the  substan tia l risk that principa l 
will no t be  repa id. These  secu ritie s m ay present a  substan tia l risk of defau lt or m ay be  in  
de fau lt a t the  tim e  of investm en t. The  Funds m ay incur additiona l expenses to  the  extent 
it  is  requ ired  to  seek recove ry upon  a  de fau lt in  the  paym en t of principa l of or in te re st 
on  its portfo lio hold ings. In  any reorgan ization  or liqu ida tion  proceeding re la ting to  a 
portfo lio  com pany, a  Fund m ay lose  its  en tire  investm ent or m ay be  requ ired  to  accept 
cash  or securitie s with  a  va lue  le ss than  its origina l investm ent. Distre ssed  secu ritie s and 
any securitie s rece ived  in  an  exchange  for such  secu ritie s m ay be  subject to  re strictions 
on  re sa le .  
 
Recent Market Events.  The  Funds cou ld  lose  m oney ove r short periods due  to  short-te rm  
m arke t m ovem ents and  over longer pe riods du ring m ore  pro longed m arke t downtu rns. 
The  va lue  of a  secu rity or o the r in strum ent m ay decline  due  to  changes in  gene ra l m arke t 
conditions, econom ic trends or events that are  not specifica lly re lated to  the  issuer of the  



 

36 
 

security or o the r in strum ent, or factors tha t a ffect a  particu la r issuer or issuers, country, 
group of countrie s, region , m arke t, industry, group of industrie s, sector or asse t class. 
During a  genera l m arke t downtu rn , m u ltip le  asse t classes m ay be  nega tive ly a ffected. 
Changes in  m arke t conditions and  in te re st ra te s genera lly do  not have  the  sam e im pact 
on  a ll types of securities and  instrum ents. 

Stresse s associated  with  the  2008 financia l crisis in  the  Un ited  Sta te s and  globa l 
econom ies peaked approxim ate ly ove r a  decade  ago, bu t periods of unusua lly h igh  
vola tility in  the  financia l m arke ts and  restrictive  credit conditions, som etim es lim ited  to  a  
particu la r sector or a  geography, con tinue  to  recur. Som e  coun tries, including the  Un ited 
State s, have  adopted  and/or are  considering the  adoption  of m ore  protection ist trade  
policie s, a  m ove  away from  the  tigh te r financia l industry regu la tions that fo llowed the  
financia l crisis, and/or substantia lly reducing corporate  taxes. The  exact shape  of these  
policie s is  still be ing considered, but the  equ ity and  debt m arke ts m ay react strongly to 
expectations of change , wh ich  cou ld increase  volatility, especia lly if the  m arke t’s 
expectations are  not borne  ou t. A rise  in  protection ist trade  policie s, and  the  possib ility 
of changes to som e  in te rnationa l trade  agreem ents, cou ld  a ffect the  econom ies of m any 
na tions in  ways tha t cannot necessarily be  fore seen  at the  present tim e. In  addition , 
geopolitica l and  o the r risks, including environm enta l and  public health , m ay add to 
in stab ility in  world  econom ies and  m arke ts genera lly. Econom ies and financia l m arke ts 
throughout the  world  are  becom ing increasingly in te rconnected. As a  re su lt, whethe r or 
not the  Funds invest in  secu ritie s of issuers loca ted  in  or with  sign ificant exposure  to 
countrie s expe riencing econom ic, politica l and/or financia l d ifficu ltie s, the  va lue  and 
liqu id ity of a  Fund’s investm ents m ay be  negative ly a ffected  by such  events. 

An  outbreak of in fectious re sp iratory illne ss caused  by a  nove l coronavirus known 
as COVID-19 was first de tected in  Ch ina  in  Decem ber 2019 and deve loped in to  a  globa l 
pandem ic. COVID-19 has re su lted  in  trave l re strictions, closed  in te rnationa l borde rs, 
enhanced  hea lth  screen ings at ports of en try and  e lsewhere , d isruption  of and de lays in  
hea lthcare  se rvice  prepara tion  and  de live ry, pro longed quaran tines, cance lla tions, 
business and  school closings, supply cha in  d isruptions, and  lower consum er dem and, as 
we ll as gene ra l concern  and  unce rta in ty. The  im pact of in fectious illne ss outbreaks that 
m ay arise  in  the  fu tu re  cou ld  adve rse ly a ffect the  econom ies of m any na tions or the  
en tire  globa l econom y, individua l issuers and capita l m arke ts in  ways that cannot be  
fore seen . In  addition , the  im pact of in fectious illnesses in  em erging m arke t countrie s m ay 
be  greate r due  to  gene ra lly le ss estab lished  hea lthcare  system s.  Public hea lth  crises 
caused  by an  outbreak m ay exacerba te  o the r preexisting politica l, socia l and  econom ic 
risks in  ce rta in  coun tries or globa lly. The  va lue  of the  Fund and the  secu ritie s in  wh ich  the  
Fund invests m ay be  adve rse ly a ffected  by im pacts caused  by epidem ics and  pandem ics 
that m ay arise  in  the  fu tu re . 

Russia ’s invasion  of Ukra ine , and  corre sponding events in  la te  February 2022, have  had , 
and  cou ld  continue  to  have , seve re  adve rse  e ffects on  regiona l and  globa l econom ic 
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m arke ts for secu rities and  com m oditie s. Following Russia’s actions, various 
governm ents, including the  Un ited  Sta te s, have  issued  broad-ranging econom ic 
sanctions aga inst Russia , including, am ong othe r actions, a  proh ib ition  on  doing business 
with  ce rta in  Russian  com pan ie s, large  financial in stitu tions, officia ls and  o ligarchs; the  
rem oval by ce rta in  coun tries and  the  European  Union  of se lected  Russian  banks from  
the  Socie ty for Worldwide  In te rbank Financia l Te lecom m unications (“SWIFT”), the  
e lectron ic banking ne twork that connects banks globa lly; and  re strictive  m easures to  
prevent the  Russian  Cen tra l Bank from  unde rm in ing the  im pact of the  sanctions. The  
curren t events, including sanctions and  the  potentia l for fu ture  sanctions, including any 
im pacting Russia ’s ene rgy sector, and  o the r actions, and Russia ’s re ta lia tory responses to 
those  sanctions and  actions, m ay continue  to  adve rse ly im pact the  Russian  econom y and 
m ay re su lt in  the  further decline  of the  va lue  and  liqu id ity of Russian  securitie s, a  
con tinued weaken ing of the  ruble  and  con tinued exchange  closure s, and  m ay have  othe r 
adve rse  consequences on  the  Russian  econom y that cou ld  im pact the  va lue  of Russian  
investm ents and im pair the  ab ility of the  Fund to buy, se ll, rece ive  or de liver those  
securities. Moreove r, those  events have , and  cou ld  con tinue  to  have , an  adverse  e ffect 
on  globa l m arke ts pe rform ance  and  liqu id ity, thereby negative ly a ffecting the  va lue  of 
the  Fund’s investm ents beyond any d irect exposure  to  Russian  issue rs. The  du ration  of 
ongoing hostilities and  the  vast array of sanctions and re la ted  events cannot be 
predicted. Those  events pre sent m ate ria l unce rta in ty and  risk with  re spect to  m arke ts 
globa lly and  the  perform ance  of the  Fund and its  investm ents or ope rations cou ld  be  
negative ly im pacted . 

In  October 2023, a rm ed conflict broke  ou t be tween  Israe l and the  m ilitan t group Ham as 
a fte r Ham as in filtra ted  Israe l’s sou thern  border from  the  Gaza  Strip . In  
re sponse , Israe l decla red  war on  Ham as and Israe li De fense  Forces invaded 
the  Gaza  Strip . Events in  Israe l, Gaza , and  the  greate r Middle  East region  a re  rap id ly 
evolving, and  the  extent and  dura tion  of the  Israe l-Ham as war a re  im possib le  to  predict.  

Both  actua l hostilitie s, including the  Israe l-Ham as war described above , and the  threa t of 
fu ture  hostilities m ay have  a  sign ificant adverse  e ffect on  Israe l’s econom y, including 
increased  vola tility in  the  share  price  of com pan ie s based  in  or with  ope rations in  Israe l, 
loca l secu ritie s trad ing suspensions, loca l securities m arke t closure s (including for 
extended periods), a  lack of transparency concern ing Israe li issue rs or other loca l m arke t 
in form ation , and  increased  re strictions on  fore ign  investm en t or repatria tion  of capita l. 
Such  hostilitie s or an  attack a lso  m ay e sca la te  in to  a  m ore  wide -sca le  conflict with  the  
potentia l for grea te r and  fa r-reach ing adve rse  e ffects in  the  region  and globa lly. While  it 
is  no t possib le  to  predict the  exten t and  dura tion  of any such  conflict, the  re su lting 
m arke t d isruptions cou ld  be  sign ifican t, including in  certa in  industrie s or sectors, such  as 
the  o il and  natura l gas m arke ts, and  m ay negative ly a ffect globa l supply cha ins, in fla tion  
and  globa l growth . These  and  any re lated  events cou ld  sign ificantly im pact a  Fund’s 
pe rform ance  and  the  va lue  of an  investm en t in  the  Fund, even  if the  Fund does not have  
d irect exposure  to  Israe li issuers or issue rs in  other countrie s a ffected  by the  war. 
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Gove rn m e n t  In t e rve n t ion  in  Fin a n cia l Ma rke t s  Risk  
 
In stab ility in  the  financia l m arke ts m ay lead  the  U.S. gove rnm ent and  fore ign  
governm ents to  take  a  num ber of unprecedented  actions designed  to support ce rta in  
financia l in stitu tions and  segm en ts of the  financia l m arke ts that m ay expe rience  extrem e 
vola tility, and  in  som e  cases a  lack of liqu id ity. U.S. federa l and  sta te  governm en ts and 
fore ign  governm ents, the ir regu latory agencie s or se lf-regu latory organ iza tions m ay take  
additiona l actions tha t affect the  regu la tion  of the  securities in  wh ich  the  Fund invests, or 
the  issuers of such  securities, in  ways that a re  un fore seeable . Issuers of corpora te  
securities m ight seek protection  unde r the  bankruptcy laws. Legisla tion  or regu la tion  
m ay a lso  change  the  way in  wh ich  the  Fund itse lf is  regu la ted . Such  legisla tion  or 
regu la tion  cou ld  lim it or preclude  the  Fund’s ab ility to  ach ieve  its  investm ent objective . 
 
FUNDAMENTAL INVESTMENT LIMITATIONS  
 
The  Trust (on  beha lf of the  Funds) has adopted  the  fo llowing re strictions as fundam en tal 
policie s, wh ich  m ay not be  changed without the  favorable  vote  of the  holde rs of a  
“m ajority of the  outstanding voting secu ritie s of a  Fund,” as de fined in  the  1940 Act.  
Under the  1940 Act, the  “vote  of the  holders of a  m ajority of the  outstanding voting 
securities” m eans the  vote  of the  holders of the  le sser of (i) 67% of the  share s of a  Fund 
repre sen ted  a t a  m ee ting a t wh ich  the  holde rs of m ore  than  50% of its  ou tstanding shares 
a re  represented  or (ii) m ore  than  50% of the  ou tstanding share s of a  Fund. 
 
Each  Fund m ay not: 
 

1. Issue  sen ior secu ritie s, except as o the rwise  perm itted  under the  1940 Act, and  the  
ru le s and  regu la tions prom ulga ted  thereunder, wh ich  a llow a  borrowing from  a 
bank where  the  Fund m ain ta ins an  asse t coverage  ratio  of a t le ast 300% while  the  
borrowing is outstanding;  

2. Borrow m oney, except (a ) from  a  bank, provided  tha t im m ediate ly a fte r such  
borrowing there  is an  asse t coverage  of 300% for a ll borrowings of the  Fund; or 
(b) from  a  bank or other persons for tem porary pu rposes on ly, provided  that such  
tem porary borrowings a re  in  an  am ount not exceeding 5% of the  Fund’s tota l 
asse ts a t the  tim e  when the  borrowing is m ade . Th is lim itation  does not preclude  
the  Fund from  entering in to  reverse  repurchase  transactions, provided  that the  
Fund has an  asse t coverage  of 300% for a ll borrowings and  repurchase  
com m itm ents of the  Fund pursuan t to  reve rse  repurchase  transactions;  

3. Pu rchase  secu rities on  m argin , participate  on  a  jo in t or jo in t and  severa l basis in  
any secu rities trad ing accoun t, or unde rwrite  secu ritie s. Th is lim ita tion  does not 
preclude  the  Fund from  obta in ing such  short-te rm  credit as m ay be  necessary for 
the  clearance  of pu rchases and  sa le s of its  portfo lio  secu ritie s, and  except to  the  
extent tha t the  Fund m ay be  deem ed an  underwrite r under the  Securitie s Act, by 
virtue  of d isposing of portfo lio  secu ritie s; 
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4. Pu rchase  or se ll rea l e state  or in te re sts in  rea l e state . Th is lim itation  is not 

applicable  to  investm ents in  m arke table  securities tha t a re  secured  by or 
repre sen t in te re sts in  rea l e sta te . Th is lim itation  does not preclude  the  Fund from  
investing in  m ortgage -re la ted  securitie s or investing in  com pan ie s engaged in  the  
rea l e state  business or tha t have  a  sign ificant portion  of the ir asse ts in  rea l e state  
(including REITs); 

5. Pu rchase  or se ll com m oditie s (un le ss acqu ired  as a  re su lt of ownersh ip  of 
securities or othe r investm en ts) or com m odity fu tures contracts, except that the  
Fund m ay purchase  and  se ll fu tu re s con tracts and  options to  the  fu ll exten t 
pe rm itted  under the  1940 Act, se ll fore ign  currency contracts in  accordance  with  
any ru les of the  Com m odity Futu re s Trading Com m ission , invest in  securities or 
o the r in strum ents backed by com m oditie s, and  invest in  com pan ies that are  
engaged in  a  com m oditie s business or have  a  sign ificant portion  of the ir asse ts 
in  com m odities; or 

6. Invest 25% or m ore  of the  m arke t va lue  of its  asse ts in  the  secu ritie s of 
com pan ie s engaged in  any one  industry. (Does not apply to  investm ent in  the  
securities of the  U.S. Gove rnm ent, its  agencie s or in strum enta lities.); 

7. Make  loans to  o the rs, except that the  Fund m ay, in  accordance  with  its 
investm ent objective  and  policie s, (i) lend  portfo lio secu ritie s, (ii) purchase  and 
hold debt securities or o the r debt in strum ents, including but not lim ited  to  loan 
participations and  sub-participations, assignm ents, and  structu red  secu ritie s, (iii) 
m ake  loans secu red  by m ortgages on  rea l prope rty, (iv) en te r in to repurchase  
agreem en ts, (v) en te r in to  transactions where  each  loan  is repre sen ted  by a  note  
executed  by the  borrower, and  (vi) m ake  tim e  deposits with  financia l institu tions 
and  invest in  instrum en ts issued by financia l in stitu tions. For purposes of th is 
lim ita tion , the  te rm  “loans” sha ll not include  the  purchase  of a  portion  of an  issue  
of publicly d istributed  bonds, deben ture s or o ther securities.  

8. With  respect to  75% of its  tota l asse ts, invest 5% or m ore  of its  tota l asse ts in  
securities of a  single  issuer or hold  m ore  than  10% of the  voting secu ritie s of such  
issue r (does not apply to  investm en t in  the  secu ritie s of the  U.S. governm en t, its 
agencie s or instrum en ta litie s, or o the r investm ent com pan ie s). As a  m atte r of 
opera ting policy, the  Fund will no t conside r repurchase  agreem ents to  be  subject 
to  the  above -stated  5% lim itation  if a ll o f the  co lla te ra l unde rlying the  repurchase  
agreem en ts are  U.S. gove rnm ent securitie s and  such  repurchase  agreem ents a re  
fu lly co lla te ra lized . 

 
The  fo llowing lists the  non-fundam enta l investm ent restrictions applicable  to  each  Fund.  
These  restrictions can  be  changed by the  Board of Trustees, bu t the  change  will on ly be  
e ffective  a fte r notice  is given  to shareholders of the  Funds. 
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Each  Fund m ay not: 
 

1. Invest m ore  than  15% of the  va lue  of its  ne t asse ts, com puted  at the  tim e  of 
investm ent, in  illiqu id  securities.  Illiqu id  secu ritie s m eans any investm en t tha t the  
Fund reasonably expects cannot be  so ld  or d isposed  of in  cu rren t m arke t 
conditions in  seven  ca lendar days or le ss without the  sa le  or d isposition  
sign ificantly changing the  m arke t va lue  of the  investm ent, as de te rm ined 
pu rsuant to  the  provisions of paragraph  (b)(1)(ii) o f Ru le  22e-4;  

 
Except with  re spect to  borrowing and illiqu id  secu ritie s, if a  percentage  or ra ting 
re striction  on  investm en t or u se  of asse ts se t forth  here in  or in  the  Prospectus is adhered 
to a t the  tim e a  transaction  is e ffected , la te r changes in  pe rcentage  resu lting from  any 
cause  o the r than  actions by the  Fund will not be  considered  a  vio la tion .  
 
Ma n a ge m e n t  o f t h e  Fu n d s   
 
Boa rd  o f Tru s t e e s  
 
The  m anagem ent and  affa irs of the  Funds are  supervised  by the  Board  of Trustees.  The  
Board  of Trustees consists of five  individua ls, a ll o f whom  are  not “in te rested  pe rsons” 
(as de fined under the  1940 Act) of the  Trust and  the  Adviser (“Independen t Trustees”).  
The  Trustees are  fiduciarie s for the  Fund’s shareholders and  are  governed by the  laws of 
the  Sta te  of De laware  in  th is regard .  The  Board  of Trustees e stab lishes policie s for the 
opera tion  of the  Fund and appoin ts the  officers who conduct the  da ily business of the  
Funds. 
 
Boa rd  Le a d e rsh ip  St ru ct u re  
 
The  Trust is led by Mr. Brian  Nie lsen , who has se rved  as the  Chairm an of the  Board since  
2011.   The  Board  of Trustees is com prised  of Mr. Nie lsen  and  fou r (4) other Independent 
Trustees.  Unde r ce rta in  1940 Act governance  gu ide lines that apply to the  Trust, the  
Independen t Trustees will m eet in  executive  se ssion , a t le ast quarte rly. Under the  Trust’s 
Agreem en t and  Declara tion  of Trust and By-Laws, the  Chairm an  of the  Board  is 
re sponsib le  for (a ) pre sid ing a t board  m eetings, (b) ca lling specia l m ee tings on  an  as-
needed basis, (c) se tting the  agendas for board  m eetings and  (d) ensu ring board  
m em bers are  provided  necessary m ateria ls in  advance  of each  board  m eeting.  The  Trust 
be lieves tha t (i) its  Chairm an , (ii) Ke ith  Rhoades, the  independen t cha ir of the  Audit 
Com m ittee , and, (iii) as an  en tity, the  fu ll Board of Trustees, provide  e ffective  leadersh ip  
that is  in  the  best in te re sts of the  Trust, e ach  of its  funds and each  shareholder. The  
Independen t Trustees have  se lected  Anthony Lewis as the  Lead  Independen t Trustee . 
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In  accordance  with  the  fund governance  standards prescribed  by the  SEC unde r the  1940 
Act, the  Independent Trustees on  the  Nom inating Com m ittee  se lect and  nom inate  a ll 
candida te s for Independent Trustee  positions.  Each  Trustee  was appoin ted  to  se rve  on  
the  Board of Trustees because  of h is experience , qua lifications, a ttribute s and/or skills.  
The  Board  of Trustees reviews its leadersh ip  structu re  regu larly on  at least an  annual 
basis.  The  Board  of Trustees be lieves that the  structure  described  above  facilita te s the 
orde rly and  e fficien t flow of in form ation  to the  Trustees from  the  officers of the  Trust, 
the  advisers of the  funds that com prise  the  Trust and  other se rvice  providers, and 
facilita te s the  e ffective  eva luation  of the  risks and  o the r issues, including conflicts of 
in te re st, tha t m ay im pact the  Trust as a  whole  as we ll as the  funds individua lly.  The  Board 
of Trustees be lieves tha t the  orderly and  e fficien t flow of in form ation  and  the  ab ility of 
the  Board  of Trustees to  bring each  Trustee’s expe rience  and  skills  to  bear in  oversee ing 
the  Trust’s operations is im portan t given  the  characte ristics and circum stances of the  
Trust, including: the  unaffilia ted  na ture  of each  investm ent adviser and  the  fund(s) 
m anaged by such  advise r; the  num ber of funds tha t com prise  the  Trust; the  varie ty of 
asse t classe s that those  funds re flect; the  ne t asse ts of the  Trust; the  com m ittee  structure  
of the  Trust; and  the  independen t arrangem ents of each  of the  Trust’s se rie s.  For these  
reasons, the  Board  of Trustees be lieves that its leadersh ip  structure  is appropriate . 
 
Boa rd  Re sp on s ib ilit ie s  
 
The  Board  of Trustees’ ro le  is  one  of ove rsight ra the r than  day-to-day m anagem ent of 
any of the  Trust’s se rie s.  The  Trust’s Audit Com m ittee  assists with  th is oversight function .  
The  Board  of Trustees’ ove rsigh t extends to the  Trust’s risk m anagem ent processes.  
Those  processes are  ove rseen  by Trust office rs, including the  Pre sident, the  Treasu rer, 
the  Secre tary and  Ch ie f Com pliance  Office r (“CCO”), who regu larly report to  the  Board  of 
Trustees on  a  varie ty of m atte rs a t Board  m eetings. 
 
Boa rd  Risk  Ove rs igh t  
 
The  Board  of Trustees is com prised  of Mr. Nie lsen  and  fou r (4) other Independent 
Trustees with  a  standing independent Audit Com m ittee  with  a  separate  cha ir. The  Board 
is re sponsib le  for ove rsee ing risk m anagem en t, and  the  fu ll Board  regu larly engages in  
d iscussions of risk m anagem ent and  rece ives com pliance  reports tha t in form  its 
oversight of risk m anagem en t from  its CCO at quarte rly m eetings and  on  an  ad  hoc basis, 
when  and  if necessary.  The  Audit Com m ittee  considers financia l and  reporting risk with in  
its  a rea  of re sponsib ilitie s.  Genera lly, the  Board  be lieves that its  oversight of m ateria l 
risks is adequate ly m ain ta ined  through  the  com pliance-reporting cha in  where  the  CCO is 
the  prim ary recip ient and  com m unica tor of such  risk-re lated  in form ation  and  oversees 
the  Trust’s se rvice  provide rs’ adherence  to  the  Trust’s policie s and  procedures.  
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Investm en t advisers m anaging the  Trust’s se ries report to  the  Trust’s CCO and the  Board 
of Trustees, on  a  regu lar and  as-needed basis, on  actua l and  possib le  risks a ffecting the  
Trust’s se rie s.  These  investm en t advise rs report to  the  CCO and the  Board  of Trustees 
on  various e lem ents of risk, including investm en t, credit, liqu id ity, va lua tion , opera tiona l 
and  com pliance  risks, as we ll as any ove ra ll business risks that cou ld  im pact the  Trust’s 
se rie s. 
 
The  Board  of Trustees has appoin ted  the  CCO, who reports d irectly to  the  Board  of 
Trustees and  who participa te s in  its regu lar m ee tings.  In  addition , the  CCO conducts on-
going and con tinuous com pliance  te sting and pre sen ts an  annual report to  the  Board  of 
Trustees in  accordance  with  the  Trust’s com pliance  policie s and  procedures.  The  CCO, 
toge the r with  the  Trust’s Pre sident, Treasu re r and  Secre ta ry, regu larly d iscusses risk 
issues a ffecting the  Trust and  its se ries during Board  of Trustee  m eetings.  The  CCO a lso 
provides updates to  the  Board  of Trustees on  the  opera tion  of the  Trust’s com pliance  
policie s and  procedures and  on  how these  procedures a re  designed  to m itiga te  risk.  
Fina lly, the  CCO and/or o the r office rs of the  Trust report to  the  Board  of Trustees in  the 
event that any m ate ria l risk issues a rise  in  be tween  Board  m ee tings. 
 
Tru s t e e  Qu a lifica t ion s  
 
Genera lly, the  Trust be lieves that each  Trustee  is com pe ten t to  se rve  because  of the ir 
individua l overa ll m erits including: (i) expe rience , (ii) qua lifica tions, (iii) a ttribu te s and  (iv) 
skills .  Mr. Nie lsen  has ove r twen ty-three  years of expe rience  in  the  investm en t 
m anagem ent and  broke rage  business including a  focus in  com pliance , lega l and 
regu la tory ove rsigh t and  possesses a  strong unde rstanding of the  regula tory fram ework 
unde r wh ich  investm en t com pan ies m ust ope rate .  Since  2010, Thom as Sarkany has 
been  the  Presiden t of TTS Consu ltan ts, LLC, and  since  Decem ber 2022 has been  the  
Pre sident of TTS Associa te s, Inc., each  a  financia l se rvices firm  and from  1994 th rough 
2010, he ld  various ro les a t Value  Line , Inc. (a  publicly he ld  com pany provid ing financia l 
re search , publica tions and  m oney m anagem ent se rvices to  re ta il and  institu tiona l 
investors), including Director of Marke ting and  Asse t Managem en t, Director of Index 
Licensing, and  m em ber of the  Board  of Directors.  Anthony Lewis has been  Chairm an  and 
CEO of The  Lewis Group USA, an  executive  consu lting firm , for the  past ten  years, and 
a lso  serves as a  Director, the  Chairm an  of the  Com pensa tion  Com m ittee , and  a  Mem ber 
of the  Audit Com m ittee  of Torote l Inc., and  a lso  se rves as a  Trustee , the  Chairm an  of the  
Valuation  Com m ittee , and  a  Mem ber of the  Audit Com m ittee  of the  Wilderm uth  
Endowm ent Fund, a  registe red  closed-end fund operating as an  in te rva l fund. Ke ith  
Rhoades he ld various accounting ro le s a t Un ion  Pacific Railroad , including Sen ior Director 
of Gene ra l Ledger/Financia l Research .  Randy Skalla  has m ore  than  20 years of 
investm ent m anagem en t experience  including se rving as Pre sident of L5 Ente rprise s, Inc. 
since  2001 and from  2001 th rough  2017 Mr. Ska lla  was a  m em ber of the  Orizon  
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Investm en t Counse l Board . The  Trust does not be lieve  any one  factor is  de te rm ina tive  in  
asse ssing a  Trustee ’s qua lifica tions, bu t tha t the  co llective  expe rience  of each  Trustee  
m akes them  each  h igh ly qua lified . 
 
The  Board  of Trustees has estab lished  three  standing board  com m ittee s – the  Audit 
Com m ittee , the  Com pensation  Com m ittee  and  the  Nom inating Com m ittee .  All 
Independen t Trustees are  m em bers of the  Audit Com m ittee , Com pensa tion  Com m ittee  
and  the  Nom inating Com m ittee  (“Standing Board  Com m ittee s”).  Inclusion  of a ll 
Independen t Trustees as m em bers of a ll th ree  of the  Standing Board  Com m ittees a llows 
a ll such  Trustees to  participa te  in  the  fu ll range  of the  Board  of Trustees’ oversigh t dutie s, 
including oversight of risk m anagem ent processes.   
 
Tru s t e e s  a n d  Office r s  
 
The  Trustees and the  officers of the  Trust are  listed be low with  the ir addresses, present 
positions with  the  Trust and principal occupations over a t least the  last five  years.  The  
business address of each  Trustee  and  Officer is  225 Pictoria  Drive , Su ite  450, Cincinna ti, 
OH 45246. All corre spondence  to the  Trustees and  Office rs shou ld  be  d irected to  c/o 
Gem in i Fund Se rvices, LLC, P.O. Box 541150, Om aha, Nebraska  68154. 
 
In d e p e n d e n t  Tru s t e e s  
 

Na m e , Ad d re ss  
a n d  Ye a r  o f 

Bir t h  
Pos it ion / Te rm  

of Office *  
Pr in cip a l Occu p a t ion   

Du r in g t h e  Pa s t  Five  Ye a r s   

Nu m b e r  o f 
Por t fo lio s  in  

Fu n d  
Com p le x 

Ove r se e n  b y 
Tru s t e e **  

Ot h e r  
Dir e ct o r sh ip s  

h e ld  b y Tru st e e  
Du r in g t h e  Pa s t  

Five  Ye a r s  

Brian  Nie lsen  
1972 
 

Trustee   
since  May 
2011  

Trustee  of Northe rn  
Ligh ts Fund Trust II (since  
2011); Specia l Pro jects 
Counse l of NorthStar 
Financia l Services Group, 
LLC (from  2018 to  2019).  

2 NONE 

Thom as T. 
Sarkany 
1946 
 

Trustee  since  
Octobe r 2011  

Pre sident, TTS 
Consu ltan ts, LLC (since  
2010); Pre sident of TTS 
Associa te s, Inc., (since  
Decem ber 2022) (each  a  
financia l se rvices firm ).  
 

2 Trustee , Arrow 
ETF Trust; 
Trustee , Arrow 
Investm en ts 
Trust; Trustee , 
Northern  Lights 
Fund Trust IV; 
Director, Aqu ila  
Distribu tors 
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An thony H. 
Lewis 
1946 
 

Trustee  since  
May 2011 
 

Chairm an  and CEO of The  
Lewis Group USA (since  
2007) (executive  
consu lting firm ).  

2 Director, 
Mem ber of the  
Com pensation  
Com m ittee  and  
Mem ber of the  
Risk Com m ittee  
of Torote l Inc. 
(Magnetics, 
Ae rospace  and  
Defense ); 
Trustee , 
Chairm an  of 
the  Fa ir 
Valuation  
Com m ittee  and  
Mem ber of the  
Audit 
Com m ittee  of 
the  Wilderm uth  
Endowm ent 
Strategy Fund 

Ke ith  Rhoades 
1948 
 

Trustee  since  
May 2011 

Retired since  2008. 2 NONE 

Randy Skalla  
1962 
 

Trustee  since  
May 2011 

President, L5 Enterprise s, 
Inc. (since  2001) (financia l 
se rvices com pany).  
 

2 NONE 

 
Officers 
 

Na m e , 
Ad d re ss  a n d  
Ye a r  o f Bir t h   

Pos it ion / Te rm  
of Office *  

Pr in cip a l Occu p a t ion   
Du r in g t h e  Pa s t  Five  Ye a r s   

Nu m b e r  o f 
Por t fo lio s  in  

Fu n d  
Com p le x 

Ove r se e n  b y 
Tru s t e e **  

Ot h e r  
Dir e ct o r sh ip s  

h e ld  b y 
Tru s t e e  

Du r in g t h e  
Pa s t  Five  

Ye a r s  

Kevin  Wolf  
1969 

President  
since  January 
2013 

Vice  Presiden t of The  Ultim us 
Group, LLC and Executive  Vice  
Pre sident, Head of Fund 
Adm in istration  and  Product, 
Ultim us Fund Solu tions, LLC 

N/A  N/A  
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(form erly, Gem in i Fund 
Services, LLC) (since  2019), 
Pre sident, Ultim us Fund 
Solu tions, LLC (form erly, 
Gem in i Fund Se rvices, LLC) 
(2012 - 2019). 

Kent Barnes 
1968 

Secre tary 
since  April 
2024  

Vice  Presiden t and  Sen ior 
Managem ent Counse l, Ultim us 
Fund Solu tions, LLC (since  
Novem ber 2023); Vice  
Pre sident, U.S. Bancorp Fund 
Services, LLC (Novem ber 2018 
to  Novem ber 2023).   

N/A N/A 

Erik Naviloff 
1968  

Treasure r  
since  January 
2013  

Vice  Presiden t of Ultim us Fund 
Solu tions, LLC (form erly, 
Gem ini Fund Services, LLC) 
(since  2012).  

N/A  N/A  

Em ile  
Molineaux 
1962 

Ch ie f 
Com pliance  
Officer and  
Anti-Money 
Laundering 
Officer 
since  May 
2011  

Sen ior Com pliance  Officer and  
CCO of various clien ts of 
Northern  Lights Com pliance  
Services, LLC (since  2011). 

N/A  N/A  

Ja red  
Lahm an 
1986 

Anti-Money 
Laundering 
Officer since  
January 2022 

Com pliance  Analyst, Northe rn  
Ligh ts Com pliance  Se rvices, LLC 
(since  January 2019); Manager, 
Fund Accounting, Ultim us Fund 
Solu tions, LLC (form erly, 
Gem in i Fund Se rvices, LLC) 
(January 2014 to  Decem ber 
2018). 

N/A N/A 

*  The  te rm  of office  for each  Trustee  and  Office r listed  above  will continue  inde fin ite ly.  
** As of February 28, 2025, the  Trust was com prised  of 24 active  portfo lios m anaged  by unaffiliated  investm ent advise rs.  

The  te rm  “Fund Com plex” applies on ly to  the  Funds and  no t to  any o the r se rie s o f the  Trust.  Each  Fund  does not ho ld 
itse lf out as re la ted  to  any o the r se rie s with in  the  Trust fo r investm ent purposes, nor do  they share  the  sam e 
investm ent advise r with  any othe r se ries not included  in  the  Fund  Com plex. 
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Ot h e r  Com m it t e e s  o f t h e  Tru s t  
 
Audit Com m ittee .  The  Board  has an  Audit Com m ittee , wh ich  is com prised  of the  
Independen t Trustees.  The  Audit Com m ittee  reviews financia l sta tem ents and  othe r 
audit-re la ted  m atte rs for the  Funds.  The  Audit Com m ittee  a lso  holds d iscussions with  
m anagem ent and with  the  Funds’ independen t auditor concern ing the  scope  of the  audit 
and  the  auditor’s independence  and  will m ee t a t least four tim es annually.  During the  
fisca l year ended February 28, 2025, the  Audit Com m ittee  m et ten  tim es. 
 
Nom inating Com m ittee .  The  Board  has a  Nom inating Com m ittee , wh ich  is com prised  of 
the  Independent Trustees. The  Nom inating Com m ittee  is re sponsib le  for seeking and 
reviewing candidate s for consideration  as nom inees for the  position  of trustee  and  m eets 
on ly as necessary.  The  Nom inating Com m ittee  genera lly will not conside r shareholder 
nom inees.    
 
Com pensation  Com m ittee .  The  Board  has a  Com pensation  Com m ittee , wh ich  is 
com prised  of the  Independent Trustees. The  ro le  of the  Com pensation  Com m ittee  is to 
oversee  the  eva lua tion  of, and  review and approve  com pensa tion  for, the  Independent 
Trustees. The  Com pensa tion  Com m ittee  will genera lly m eet annually.    
 
Tru s t e e  Com p e n sa t ion  
 
As of January 1, 2025, each  Trustee  rece ives a  quarte rly fee  of $22,500 (the  “Trustee  Fee”) 
pa id  a t the  beginn ing of each  ca lendar quarte r, a llocated  am ong each  of the  various 
portfo lios com prising the  Trust.  Each  Trustee  is a lso  re im bursed for any reasonable  
expenses incurred  a ttending the  regu lar quarte rly m eetings of the  Trust. In  addition  to 
the  Trustee  Fee , the  Audit Com m ittee  Chairm an  rece ives an  additional quarte rly fee  of 
$4,250 and  the  Chairm an  of the  Trust rece ives an  additiona l quarte rly fee  of $5,600.  For 
specia l in -pe rson  m eetings, each  Trustee  rece ives a  $2,500 specia l in -person  m ee ting fee , 
as we ll as re im bursem en t for any reasonable  expenses incu rred  attending the  specia l in -
pe rson  m eeting, wh ich , in  those  cases where  the  specia l in -pe rson  m eeting is requested  
by a  Fund adviser, the  fee  is genera lly pa id  by the  requesting advise r. None  of the  
executive  office rs will rece ive  com pensa tion  from  the  Trust.  
 
Prior to  January 1, 2025, each  Trustee  rece ived a  quarte rly fee  of $21,250 (the  “Trustee  
Fee”) pa id  a t the  beginn ing of each  ca lendar quarte r, a lloca ted  am ong each  of the  various 
portfo lios com prising the  Trust. Each  Trustee  rece ived  re im bursem ent for any 
reasonable  expenses incurred  attending the  regu lar quarte rly m eetings of the  Trust. In  
addition  to  the  Trustee  Fee , the  Audit Com m ittee  Chairm an  rece ived  an  additional 
quarte rly fee  of $4,000 and  the  Chairm an  of the  Trust rece ived an  additiona l quarte rly 
fee  of $5,250. For each  specia l in -pe rson  m ee ting, each  Trustee  rece ived  a  $2,500 specia l 
in -person  m eeting fee , as we ll as re im bursem en t for any reasonable  expenses incurred 
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a ttending the  specia l in -pe rson  m ee ting, wh ich , in  those  cases where  the  specia l in-
pe rson  m ee ting had  been  requested by a  Fund advise r, the  fee  was gene ra lly pa id  by the  
requesting advise r. None  of the  execu tive  officers rece ived  com pensation  from  the  Trust. 
 
The  tab le  be low de ta ils the  am ount of com pensation  the  Trustees rece ived  from  the  
Funds du ring the  fisca l pe riod  ended February 28, 2025. The  Trust does not have  a  bonus, 
profit sharing, pension  or re tirem ent p lan . 
 

Na m e   

Ta ct ica l Risk  
Fu n d  

Se le ct ive  
Risk  
Fu n d  

Pe n sio n  or  
Re t ir e m e n t  

Be n e fit s  
Accru e d  a s  

Pa r t  o f 
Fu n d  

Exp e n se s  

Est im a t e d  
An n u a l 

Be n e fit s  
Up on  

Re t ir e m e n t  

Tot a l 
Com p e n sa t ion  

From  Fu n d  
Com p le x Pa id  

t o  
Tru st e e s***  

Th om a s T. Sa rk a n y $3,631 $3,631 None  None  $7,262 

An t h on y Le w is  $3,631 $3,631 None  None  $7,262 

Ke it h  Rh oa d e s* $4,316 $4,316 None  None  $8,632 

Ra n d y Sk a lla  $3,631 $3,631 None  None  $7,262 

Br ia n  Nie lse n ** $4,529 $4,541 None  None  $9,082 
*Mr. Rhoades a lso  se rves as cha irm an of the  Audit Com m ittee .  
**Mr. Nie lsen  se rves as Chairm an of the  Board  of Trustee s. 
*** The re  are  currently m ultip le  se rie s com prising the  Trust.  The  te rm  “Fund Com plex” re fe rs on ly to  the  Funds, and  no t 

to  any othe r se rie s o f the  Trust.  For the  fisca l year ended  February 29, 2024, aggregate  Independent Trustee s’ fee s 
we re  $468,850. 

  
Ma n a ge m e n t  a n d  Tr u s t e e  Ow n e rsh ip  
 
The  fo llowing tab le  indica te s the  dolla r range  of equ ity secu ritie s tha t each  Trustee  
bene ficia lly owned in  the  Fund and other se rie s of the  Trust as of Decem ber 31, 2024. 
 

Na m e  of Tru st e e  

Do lla r  Ra n ge  o f Equ it y 
Se cu r it ie s  in  t h e  
Fu n ds 

Aggre ga t e  Do lla r  Ra n ge  o f Eq u it y 
Se cu r it ie s  in  All Re gis t e r e d  
In ve s t m e n t  Com p a n ie s  Ove r se e n  
b y Tru st e e  in  Fa m ily of In ve s t m e n t  
Com p a n ie s  

Thom as T. Sarkany None  None  
Anthony Lewis None  None  
Ke ith  Rhoades None  None  
Randal Ska lla  None  None  
Brian  Nie lsen  None  None  
 
As of Decem ber 31, 2024, the  Trustees and  office rs, as a  group, owned le ss than  1.00% 
of the  Fund’s outstanding share s and  the  Fund Com plex’s outstanding share s. 
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Con t ro l Pe r son s  a n d  Pr in cip a l Sh a re h o ld e r s  
 
A principa l shareholde r is  any person  who owns of record  or bene ficia lly 5% or m ore  of 
the  outstanding share s of a  Fund. A contro l pe rson  is one  who owns bene ficia lly or 
through  con tro lled  com pan ie s m ore  than  25% of the  voting secu ritie s of a  Fund or 
acknowledges the  existence  of contro l. A con tro lling person  possesses the  ab ility to  
con tro l the  outcom e  of m atte rs subm itted  for shareholder vote  by a  Fund. 
  
The  Depository Trust Com pany (“DTC”) or its  nom inee  is the  record  owner of a ll 
ou tstanding share s and  is recogn ized  as the  owner of a ll share s for a ll purposes. 
Investors owning shares a re  bene ficia l owners as shown  on  the  records of DTC or its 
participan ts. As of the  da te  of th is SAI, the  Funds had not com m enced opera tions. As of 
June  2, 2025, the  fo llowing pe rsons owned, bene ficia lly or of record , 5% or m ore  of a  
Class of share s of each  Fund: 
 
Beacon Tactica l Risk ETF 
 
 
Na m e  of Sh a re h o ld e r  % Of Sh a re  Cla ss  Ow n e d  
Charle s Schwab & Co., Inc. 
2423 E Lincoln  Drive  
Phoen ix, AZ 85016-1215 

91.36% 

  
Pe rsh ing 
One  Persh ing Plaza  
Jersey City, NJ 07399 

7.63% 

 
Beacon Selective Risk ETF 
 
 
Na m e  of Sh a re h o ld e r  % Of Sh a re  Cla ss  Ow n e d  
Charle s Schwab & Co., Inc. 
2423 E Lincoln  Drive  
Phoen ix, AZ 85016-1215 

19.77% 

  
HillTop Securities Inc. 
485 Madison  Avenue , Su ite  1800 
New York, NY 10022 

30.71% 

  
NFS, LLC 
499 Wash ington  Blvd 
Jersey City, NJ 07310 

47.60% 
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In ve s t m e n t  Ad vise r  
 
Invest ment  Adviser 
 
Beacon  Capita l Managem en t, Inc., 7777 Washington  Village  Dr. Su ite  280, Dayton , OH 
45459, se rves as the  investm ent adviser to  each  of the  Funds.  The  Advise r is  registe red 
with  the  SEC as an  investm ent adviser unde r the  Investm ent Advisers Act of 1940, as 
am ended (the  “Advisers Act”).  The  Adviser is con tro lled  by Sam m ons Financia l Group, 
the  principa l shareholde r of the  Adviser, wh ich  owns a  con tro lling in te re st in  the  Adviser. 
 
Pu rsuant to  an  Investm ent Advisory Agreem ent (the  “Advisory Agreem ent”) with  the  
Trust, on  beha lf of each  of the  Funds, the  Advise r, subject to  such  policie s as the  Board 
of Trustees m ay de te rm ine , is  u ltim ate ly re sponsib le  for investm ent decisions for the  
Funds.  Pu rsuant to  the  te rm s of the  Advisory Agreem en t, the  Adviser provides the  Funds 
with  such  investm ent advice  and  supe rvision  as it deem s necessary for the  proper 
supervision  of the  Funds’ investm ents. 
 
Afte r an  in itia l pe riod  of two years, the  Advisory Agreem ent will continue  in  e ffect with  
re spect to  a  Fund from  year to  year on ly if such  con tinuance  is specifica lly approved a t 
least annually by the  Board  of Trustees or by vote  of a  m ajority of the  Fund’s outstanding 
voting secu ritie s and  by a  m ajority of the  trustee s who are  not partie s to  the  Advisory 
Agreem en t or in te re sted  pe rsons of any such  party, a t a  m ee ting ca lled  for the  pu rpose  
of voting on  the  Advisory Agreem ent.  The  Advisory Agreem ent is te rm inable  withou t 
pena lty by the  Trust on  beha lf of a  Fund upon 60 days’ prior written  notice  when 
au thorized  e ither by a  m ajority vote  of the  applicable  Fund’s shareholde rs or by a  vote  of 
a  m ajority of the  Board of Trustees, or by the  Advise r upon  60 days’ prior written  notice , 
and  will au tom atica lly te rm inate  in  the  event of its  “assignm ent” (as de fined  in  the  1940 
Act).  The  Advisory Agreem en t provides that the  Advise r, unde r such  agreem ent, sha ll not 
be  liab le  for any e rror of judgm ent or m istake  of law or for any loss a rising out of any 
investm ent or for any act or om ission  in  the  execu tion  of portfo lio  transactions for the  
Fund, except for willfu l m isfeasance , bad  fa ith  or negligence  in  the  pe rform ance  of its 
du tie s, or by reason  of reckle ss d isregard  of its  ob liga tions and  duties thereunder. 
 
Under the  Advisory Agreem ent, the  Advise r, unde r the  supervision  of the  Board , agrees  
(d irectly or th rough  a  sub-advise r) to  invest the  asse ts of the  Funds in  accordance  with  
applicable  law and the  investm ent objectives, policie s and  restrictions se t forth  in  the  
Funds’ current Prospectus and Statem ent of Additiona l In form ation , and  subject to  such  
fu rther lim itations as the  Trust m ay from  tim e  to  tim e  im pose  by written  notice  to  the  
Advise r.  The  Advise r sha ll act as the  investm en t adviser to  the  Fund and, as such  sha ll 
(d irectly or th rough a  sub-advise r)  (i) obta in  and  eva luate  such  in form ation  re lating to 
the  econom y, industries, business, securitie s m arke ts and  secu ritie s as it  m ay deem  
necessary or u se fu l in  d ischarging its  re sponsib ilitie s here  under, (ii) form ulate  a 
con tinu ing program  for the  investm en t of the  asse ts of the  Fund in  a  m anner consisten t 
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with  its investm en t objective , policie s and  re strictions, and  (iii) de te rm ine  from  tim e  to 
tim e  securitie s to  be  pu rchased, so ld  or re ta ined  by the  Funds, and im plem ent those  
decisions, including the  se lection  of en titie s with  or through  which  such  pu rchases or 
sa le s are  to  be  e ffected ; provided , tha t the  Advise r will p lace  orde rs pursuant to  its 
investm ent de te rm inations e ither d irectly with  the   issue r or with  a  broke r or dea le r, and  
if with  a  broker or dea le r, (a ) will a ttem pt to  obta in  the  best price  and  execution  of its 
orde rs, and  (b) m ay neve rthe le ss in  its d iscre tion  purchase  and  se ll portfo lio  securities 
from  and to  broke rs who provide  the  Adviser with  re search , ana lysis, advice  and  sim ilar 
se rvices and  pay such  brokers in  re turn  a  h igher com m ission  or spread  than  m ay be  
charged  by other brokers. 
 
The  Advise r a lso  provides the  Funds with  a ll necessary office  facilities and  pe rsonne l for 
se rvicing the  Funds’ investm ents, com pensate s a ll o fficers, Trustees and  em ployees of 
the  Trust who are  officers, d irectors or em ployees of the  Advise r, and  a ll personne l of the  
Funds or the  Advise r perform ing services re la ting to re search , sta tistica l and investm en t 
activitie s.  The  Advisory Agreem en t was approved by the  Board of the  Trust, including by 
a  m ajority of the  Independent Trustees, with  re spect to  each  Fund a t a  m ee ting he ld  on  
January 25-26, 2023. 
 
In  addition , the  Adviser, d irectly subject to  the  supe rvision  of the  Board of Trustees, 
provides the  m anagem ent se rvices necessary for the  opera tion  of the  Funds and  such  
additiona l adm in istra tive  se rvices as reasonably requested  by the  Board  of Trustees. 
These  services include  provid ing such  office  space , office  equ ipm ent and  office  facilitie s 
as a re  adequate  to  fu lfill the  Adviser’s obliga tions unde r the  Advisory Agreem en t; 
assisting the  Trust in  supe rvising re lations with  custodians, transfe r and  pricing agents, 
accoun tants, underwrite rs and  o ther pe rsons dea ling with  the  Funds; assisting in 
preparing a ll gene ra l shareholde r com m unications and  conducting shareholder 
re lations; assu ring the  Funds’ records and  the  registration  of the  Funds’ share s under 
fede ra l securities laws and m aking necessary filings under sta te  secu ritie s laws; 
deve loping m anagem en t and  shareholde r se rvices for the  Funds; and  fu rn ish ing reports, 
eva luations and  ana lyses on  a  varie ty of subjects to  the  Trustees.  Pu rsuant to  the  
Advisory Agreem ent, each  Fund pays the  Adviser a  m anagem ent fee  based  on  the  Fund’s 
ave rage  da ily ne t asse ts a t the  fo llowing annual ra te s: 
 

Fu n d  Ma n a ge m e n t  Fe e  An n u a l Ra t e  
Tactica l Risk Fund 0.65% 
Se lective  Risk Fund 0.65% 

   
The  fee  is com puted  da ily and  payable  m on th ly.  
 
The  Advise r has agreed  contractua lly to  waive  its  m anagem en t fee  and  to  re im burse  
opera ting expenses (excluding front-end  or con tingent de ferred  loads, broke rage  fee s 
and  com m issions, acquired  fund fees and  expenses, borrowing costs (such  as in te re st 
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and  d ividend expense  on  secu ritie s so ld  short), taxes and  extraord inary or non-recu rring 
expenses, including, but not lim ited  to , litiga tion ) a t least un til June  30, 2026  to  ensure  
that the  tota l am oun t of Fund ope rating expenses do  not exceed  the  fo llowing am oun ts:   
 

Fu n d  Exp e n se  Lim it a t ion  
Tactica l Risk Fund 1.00% 
Se lective  Risk Fund 1.00% 

 
Th is ope rating expense  lim ita tion  agreem en t can  be  te rm ina ted  only by, or with  the 
consent of, the  Board  of Trustees.  The  Advise r is  perm itted to  rece ive  re im bursem en t 
from  the  Fund for fees it waived  and  Fund expenses it pa id , subject to  the  lim itation  that: 
(1) the  re im bursem en t for fee s and  expenses will be  m ade  on ly if payable  with in  th ree 
years from  the  da te  the  fee s and  expenses were  in itia lly waived  or re im bursed; and  (2) 
the  re im bursem ent m ay not be  m ade  if it  wou ld  cause  the  expense  lim ita tion  in  e ffect a t 
the  tim e of the  waive r or cu rrently in  e ffect, wh icheve r is  lower, to  be  exceeded. Fee  
waiver and  re im bursem ent arrangem en ts can  decrease  the  Funds’ expenses and 
increase  its  perform ance . 
 
Expenses not expressly assum ed by the  Adviser under the  Advisory Agreem ent are  pa id  
by the  Funds. Under the  te rm s of the  Advisory Agreem en t, the  Funds are  re sponsib le  for 
the  paym ent of the  fo llowing expenses am ong others: (a ) the  fee s payable  to  the  Advise r, 
(b) the  fee s and  expenses of Trustees who are  not a ffilia ted  pe rsons of the  Adviser or 
Distribu tor (as de fined under the  section  entitled  (“The  Distributor”) (c) the  fee s and 
certa in  expenses of the  Custodian  (as de fined  under the  section  en titled  “Custodian”) and 
Transfer and  Dividend Disbursing Agent (as defined  unde r the  section  entitled  “Transfer 
Agent”), including the  cost of m ain ta in ing certa in  requ ired  records of the  Funds and  of 
pricing the  Funds’ shares, (d) the  charges and  expenses of lega l counse l and  independen t 
accoun tants for the  Funds, (e ) brokerage  com m issions and  any issue  or transfer taxes 
chargeable  to  the  Funds in  connection  with  its securities transactions, (f) a ll taxes and 
corpora te  fee s payable  by the  Funds to  gove rnm enta l agencie s, (g) the  fees of any trade  
associa tion  of wh ich  the  Funds m ay be  a  m em ber, (h ) the  cost of share  certificates 
repre sen ting share s of the  Funds, (i) the  cost of fide lity and  liab ility in surance , (j) the  fee s 
and  expenses involved in  registe ring and  m ain ta in ing registration  of the  Funds and of 
the ir share s with  the  SEC, qua lifying its share s unde r sta te  securitie s laws, including the  
preparation  and  prin ting of the  Funds’ registration  sta tem ents and  prospectuses for such 
purposes, (k) a ll expenses of shareholders and  Trustees’ m eetings (including trave l 
expenses of tru stee s and  office rs of the  Trust who are  d irectors, o fficers or em ployees of 
the  Adviser) and  of preparing, prin ting and  m ailing reports, p roxy sta tem en ts and 
prospectuses to  shareholders in  the  am ount necessary for d istribu tion  to  the  
shareholde rs, and  (l) litiga tion  and  indem nifica tion  expenses and  other extraord inary 
expenses not incu rred in  the  ord inary course  of the  Trust’s business.   
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Each  Fund pa id  the  fo llowing advisory fee s to  the  adviser, Beacon  Capita l Managem ent, 
LLC, pursuan t to  the  applicable  advisory agreem ent in  e ffect, o f wh ich  the  advise r waived 
or recouped the  am ounts se t forth  in  the  tab le  be low: 
 
Beacon  Tactica l Risk ETF 
 

Fisca l Ye a r  En d e d  

Ad visory 
Fe e  

Re cou p m e n t  

(Wa ive r ) 

Exp e n se  

Re im b u rse m e n t  

Ad visory Fe e  

a ft e r  Wa ive r  
Fe b ru a ry 28, 2025 $180,783 $(128,366) $0 $52,417 
Fe b ru a ry 29, 2024* $114,111 $(114,111) $33,362 $0 

* The  Fund  com m enced  ope ra tions on  April 17, 2023. 
 
Beacon  Se lective  Risk ETF 
 

Fisca l Ye a r  En d e d  

Ad visory 
Fe e  

Re cou p m e n t  
(Wa ive r ) 

Exp e n se  

Re im b u rse m e n t  

Ad visory Fe e  

a ft e r  Wa ive r  
Fe b ru a ry 28, 2025 $195,716 $(103,096) $0 $92,620 
Fe b ru a ry 29, 2024* $121,535 $(121,535) $19,804 $0 

* The  Fund  com m enced  ope ra tions on  April 17, 2023. 
 
Tra d in g Su b -Ad vise r  
 
Exchange  Traded Concepts, LLC, an  Oklahom a lim ited  liab ility com pany loca ted  at 10900 Hefne r 
Poin te  Drive , Su ite  207, Oklahom a City, Oklahom a 73120, se rves as the  sub-adviser to  the  Fund 
(the  "Trading Sub-Advise r"). The  Sub-Adviser is m ajority owned by Cottonwood ETF Holdings 
LLC. As of Decem ber 31, 2023, the  Trading Sub-Advise r had approxim ate ly $5.379 b illion  in  
asse ts under m anagem ent. 
 
The  Adviser and  the  Trading Sub-Advise r have  ente red  in to  an  investm ent sub-advisory 
agreem en t with  re spect to  the  Fund (the  “Sub-Advisory Agreem en t”). Pursuant to  a  Sub-Advisory 
Agreem en t, the  Trading Sub-Advise r is  re sponsib le  for trad ing portfo lio  securities on  beha lf of 
the  Fund, including se lecting broker-dea le rs to  execu te  pu rchase  and  sa le  transactions as 
in structed  by the  Adviser or in  connection  with  any reba lancing, subject to  the  supe rvision  of the  
Advise r and  the  Board . 
 
Afte r the  in itia l two-year te rm , the  con tinuance  of the  Sub-Advisory Agreem en t m ust be  
specifica lly approved a t least annually: (i) by the  vote  of the  Trustees or by a  vote  of the  m ajority 
of the  outstanding voting securitie s of the  Fund and (ii) by the  vote  of a  m ajority of the  Trustees 
who are  not partie s to  the  Sub-Advisory Agreem ent or “in te rested  persons” of any party there to, 
cast in  person  a t a  m eeting ca lled  for the  purpose  of voting on  such  approval. The  Sub-Advisory 
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Agreem en t will te rm inate  au tom atica lly in  the  event of its  assignm ent or in  the  even t of the  
te rm ination  of the  Advisory Agreem ent, and  is te rm inable  a t any tim e  without pena lty by the  
Board . 
 
As com pensa tion  for the  sub-advisory services it p rovides to  the  Funds, the  Adviser will pay the  
Trading Sub-Adviser a  fee , com puted  da ily, a t an  annual ra te  based  on  the  greate r of (1) the  
Min im um  Sub-Advisory Fees or (2) the  average  da ily ne t asse ts of the  Funds in  accordance  with  
the  fo llowing fee  schedu le  (the  “Asse t-Based  Sub-Advisory Fees"), if the  aggregate  Asse t-Based  
Sub-Advisory Fees exceed  the  aggregate  Min im um  Sub-Advisory Fees: 
 

 Min im um  Sub-Advisory 
Fees 

Asse t-Based  Sub-Advisory 
Fees 
 

Tactica l Risk Fund $22,500  0.03% 
Se lective  Risk Fund $22,500  0.03% 

 
 
Po r t fo lio  Ma n a ge r  
 
The  fo llowing section  provides in form ation  regard ing the  Portfo lio Manage rs’ othe r accounts 
m anaged, com pensation , m ate ria l conflicts of in te re sts, and any ownersh ip  of securities in  
the  Funds  by m em bers of the  Investm en t Com m ittee  of the  Advise r. 
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The  Investm en t Com m ittee  of the  Advise r (the  “Investm ent Com m ittee”) is  jo in tly and  
prim arily responsib le  for the  day-to-day m anagem ent of each  Fund’s portfo lio. There  a re  
curren tly five  m em bers of the  Investm en t Com m ittee , as fo llows: 

Na m e  Pos it ion  w it h  t h e  
Ad vise r  

Te n u re  w it h  t h e  
Fu n d  

Pr in cip a l 
Occu p a t ion  Du r in g 

Pa st  5 Ye a rs  
John  Osier Vice  Presiden t, 

Portfo lio Stra tegy 
Since  April 2025 Sr. Portfo lio  

Manager, AVP, 
Sam m ons Financia l 

Group Asse t 
Managem ent 

(SFGAM); Director, 
Credit Portfo lio, 

SFGAM; EMC 
Insurance , Director 
of Corporate  Credit 

Em ily Dam m an President Since  April 2025 Beacon  President; 
Beacon  CCO; SFG 
Associa te  Gene ra l 
Counse l; Attorney 

Tyle r Mays Director of Business 
Opera tions 

Since  April 2025 Director of 
Opera tions, Beacon 

Pedro Regalado Sen ior Portfo lio  
Analyst 

Since  April 2025 Re la tionsh ip  
Manager, Business 
Deve lopm en t; The  

Bancorp 
Bre tt Agnew Genera l Counse l Since  April 2025 Genera l Counse l, 

Beacon; Gene ra l 
Counse l, SFG 

Wealth  
Managem ent 

Hold ings; Deputy 
Genera l Counse l, 

Sam m ons Financia l 
Group 

 

Ot h e r  Accou n t s  Ma n a ge d  b y t h e  Por t fo lio  Ma n a ge r  
 
The  tab le  be low iden tifie s, for the  Portfo lio  Manage r of the  Fund, the  num ber of accoun ts 
m anaged (excluding the  Fund) and  the  tota l asse ts in  such  accoun ts, with in  each  of the  
fo llowing ca tegories: registe red investm en t com pan ie s, other pooled  investm ent 
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veh icle s, and other accounts.  To  the  exten t that the  advisory fee s for any of these  
accoun ts are  based  on  account pe rform ance , th is in form ation  is re flected  in  separa te  
tab le s be low.  Asse t am ounts a re  approxim ate  as of the  date  of th is SAI, and  have  been  
rounded. The  fo llowing tab le  lists the  num ber and  types of accoun ts m anaged by the  
portfo lio m anagers and asse ts under m anagem ent in  those  accoun ts as of February 28, 
2025.  
 

Por t fo lio  
Ma n a ge r s  

Re gis t e r e d  
In ve s t m e n t  Com p a n ie s  
(e xclu d in g t h e  Fu n d s) 

Ot h e r  Po o le d  
In ve s t m e n t  Ve h icle s  Ot h e r  Accou n t s  

  
Nu m b e r  

o f 
Accou n t s  

To t a l Asse t s  in  
t h e  Accou n t s  

Nu m b e r  
o f 

Accou n t s  

To t a l 
Asse t s  in  

t h e  
Accou n t s  

Nu m b e r  
o f 

Accou n t s  

To t a l Asse t s  
in  t h e  

Accou n t s  
John  Osie r 0 0 0 0 13,783 $2,541,028,793 

Em ily 
Dam m an  

0 0 0 0 13,783 $2,541,028,793 

Tyle r Mays 0 0 0 0 13,783 $2,541,028,793 

Pedro 
Regalado  

0 0 0 0 13,783 $2,541,028,793 

Bre tt 
Agnew 

0 0 0 0 13,783 $2,541,028,793 

 
 
Ma t e r ia l Con flict s  o f In t e r e st  
 
Actua l or apparent m ate ria l conflicts of in te re st m ay arise  when a  Portfo lio  Manage r has 
day-to-day m anagem en t re sponsib ilitie s with  re spect to  m ore  than  one  investm en t 
accoun t or in  other circum stances. The  Advise r and  its  a ffilia tes m ay m anage  clien t 
accoun ts tha t m ay invest in  sim ilar in strum ents as the  Fund.  Additiona lly, the  Trading 
Sub-Adviser cu rrently provides trad ing services to  other clien t accounts.  Accordingly, 
Portfo lio m anagers who m anage  other investm ent accoun ts in  addition  to  the  Fund m ay 
be  pre sented  with  the  poten tia l conflicts described  be low. 

Alloca tion  of Investm en t Opportun itie s: If the  portfo lio  m anage r identifie s a  lim ited  
investm ent opportun ity that m ay be  su itab le  for m ultip le  clien t accounts, the  Fund m ay 
not be  ab le  to  take  fu ll advantage  of tha t opportun ity due  to  liqu id ity constra in ts and 
o the r factors. The  Advise r and  Trading Sub-Advise r have  adopted  policie s and 
procedures designed  to ensure  that a llocations of lim ited  investm ent opportun ities a re  
conducted  in  a  fa ir and  equ itab le  m anne r be tween  clien t accounts. 

Although  the  portfo lio  m anage r uses the  sam e  approved list o f secu ritie s and  other 
in strum en ts for a ll accounts with in  a  stra tegy, pe rform ance  of each  accoun t m ay vary 
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due  to  a  varie ty of factors, including d iffe ring account re strictions, tax m anagem ent, cash  
flows, com m ission  rates and  inception  da te s of accounts with in  a  pe riod  of tim e, e tc. As 
a  resu lt, the  portfo lio  of securities and  othe r in strum ents he ld  in  any single  clien t account 
m ay pe rform  be tte r or worse  than  the  portfo lio  of secu rities and  o ther in strum ents he ld 
in  another sim ila rly m anaged clien t account or in  the  Fund. 

Alloca tion  of Partia lly Filled  Transactions in  Securities and  Other Instrum ents: The  Adviser 
or Trading Sub-Adviser expect to  typica lly aggrega te  for execution  as a  single  transaction  
orde rs for the  pu rchase  or sa le  of a  particu la r secu rity or o the r in strum ent. If the  Adviser 
or Trading Sub-Advise r is  unable  to  fill an  aggrega ted  order com ple te ly, but rece ives a  
partia l fill, the  trader will typ ica lly a llocate  the  transactions re la ting to  the  partia lly filled  
orde r to  clien ts on  a  pro rata  basis. The  Advise r or Trading Sub-Advise r m ay m ake  
exceptions from  th is gene ra l policy from  tim e  to  tim e  based  on  factors such  as the  
ava ilab ility of cash , coun try/regiona l/sector a llocation  decisions, investm ent gu ide lines 
and  re strictions, and  the  costs for m in im al a llocation  actions and  in  a ll circum stances 
takes precau tions to  avoid  system atica lly d isadvan taging any clien t.  

Opposite  (e .g. Contradictory) Transactions in  Securities: The  Advise r, Trading Sub-Adviser 
and  the ir a ffilia te s provide  investm ent advisory se rvices for various clien ts, including the 
Fund, and  under various investm en t m andate s and  m ay give  advice  and  take  action , with  
re spect to  any of those  clien ts tha t m ay d iffe r from  the  advice  given , or the  tim ing or 
na ture  of action  taken , with  re spect to  any individua l clien t account. 

In  the  course  of provid ing advisory services, the  Advise r or its  a ffilia te s m ay 
sim ultaneously recom m end the  sa le  of a  particu la r security or othe r in strum ent for one  
clien t account wh ile  recom m ending the  purchase  of the  sam e or sim ila r secu rity or o ther 
in strum en t for another accoun t. Th is m ay occur for a  varie ty of reasons. For exam ple , in  
orde r to  ra ise  cash  to handle  a  redem ption/withdrawal from  a  clien t accoun t, the  
portfo lio m anage r m ay be  forced  to se ll a  security tha t is  ranked a  buy in  a  m ode l 
portfo lio. 

Pe rsonal Securitie s Transactions: The  Adviser a llows its  em ployees to  trade  in  secu rities 
and  other in strum ents that it  recom m ends to  clien ts with  the  approval of the  Adviser’s 
ch ie f com pliance  officer. These  transactions m ay occur a t or abou t the  sam e  tim e  tha t 
the  portfo lio  m anager is purchasing, hold ing or se lling the  sam e  or sim ila r securitie s or 
in strum en ts for clien t accoun t portfo lios. The  actions taken  by such  persons on  a  
pe rsonal basis m ay be , or be  deem ed to  be , inconsisten t with  the  actions taken  by the  
Advise r for its  clien t accoun ts. Clien ts shou ld  unde rstand  that these  activitie s m ight 
crea te  a  conflict of in te re st be tween  the  Adviser, its  access pe rsons and  its  clien ts. 

Em ployees of the  Advise r m ay a lso  invest in  the  Fund and other com m ingled veh icles 
that are  m anaged by the  portfo lio  m anage r. To  address th is potentia l conflict, em ployees 
m ust pre-clear a ll secu rity transactions and provide  quarte rly and  annual hold ings 
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sta tem ents. In  addition , the  Adviser and  the  Trading Sub-Adviser have  adopted  a  written  
Code  of Eth ics designed  to  prevent and  de tect persona l trad ing activitie s tha t m ay 
in te rfe re  or conflict with  clien t in te re sts (including shareholder’s in te rests in  the  Fund). 

In  addition , som e  portfo lios m ay have  fee  structu re s that are  or have  the  potentia l to  be  
h ighe r than  the  advisory fee s pa id  by the  Fund, wh ich  can  cause  poten tia l con flicts in  the  
a lloca tion  of investm en t opportun itie s be tween  the  Fund and o ther clien t accounts. 
However, in  addition  to  the  precau tions d iscussed  above , the  com pensa tion  structure  for 
portfo lio  m anagers (see  "Portfo lio  Manager Com pensa tion" be low) gene ra lly does not 
provide  any incen tive  to favor one  accoun t over another because  that part of a  portfo lio 
m anage r’s bonus based on  pe rform ance  is not based  on  the  pe rform ance  of one  accoun t 
to  the  exclusion  of others. 

Po r t fo lio  Ma n a ge rs ’ Com p e n sa t ion  
The  Portfo lio Managers’ com pensa tion  is a  fixed sa la ry tha t is  se t by re ference  to  industry 
standards.  Bonuses paid  to the  Portfo lio  Manage rs a re  based  on  the  profitab ility of the  
Advise r. 
 
Po r t fo lio  Ma n a ge rs ’ Ow n e rsh ip  of t h e  Fu n d s 
The  fo llowing tab le  shows the  dolla r range  of equ ity secu ritie s bene ficia lly owned by the  
portfo lio m anage r of the  Funds as of February 28, 2025. 
 

Na m e  of In ve s t m e n t  Com m it t e e  
Me m b e r  

Do lla r  Ra n ge  o f Equ it y Se cu r it ie s  in  
Ma n a ge d  Fu n d s 

John  Osier 
  

Beacon  Tactica l Risk ETF - $0 
Beacon  Se lective  Risk ETF - $0 

 
Em ily Dam m an 
  

Beacon  Tactica l Risk ETF - $0 
Beacon  Se lective  Risk ETF - $0 

 
Tyle r Mays 
  

Beacon  Tactica l Risk ETF - $0 
Beacon  Se lective  Risk ETF - $0 

 
Pedro Regalado 
  

Beacon  Tactica l Risk ETF - $0 
Beacon  Se lective  Risk ETF - $0 

 
Bre tt Agnew 
  

Beacon  Tactica l Risk ETF - $0 
Beacon  Se lective  Risk ETF - $0 
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Ot h e r  Se rvice  Provid e r s  
 
Ad m in is t r a t o r  
Pursuant to  a  Fund Se rvices Agreem en t (the  “Adm in istration  Service  Agreem ent”), 
Ultim us Fund Solu tions, LLC (“UFS”), 4221 North  203rd  Stree t, Su ite  100, Elkhorn , NE 
68022 (the  “Adm in istra tor”), acts as adm in istrator for the  Funds, subject to  the  
supervision  of the  Board .  UFS is prim arily in  the  business of provid ing adm in istrative, 
fund accoun ting and transfe r agen t se rvices to  re ta il and in stitu tiona l m utua l funds. UFS 
m ay provide  persons to  se rve  as office rs of the  Funds. Such  officers m ay be  d irectors, 
o fficers or em ployees of UFS or its  a ffilia te s. 

 
The  Adm in istra tion  Se rvice  Agreem ent is  te rm inable  by the  Board  or UFS on  60 days’ 
prior written  notice  and  m ay be  assigned  provided  the  non-assign ing party provides prior 
written  consent. Th is Agreem en t provides that in  the  absence  of willfu l m isfeasance , bad  
fa ith  or gross negligence  on  the  part of UFS or reckless d isregard  of its  ob liga tions 
thereunder, UFS sha ll no t be  liab le  for any action  or fa ilure  to  act in  accordance  with  its 
du tie s thereunder. 
 
Under the  Adm in istra tion  Service  Agreem ent, UFS provides facilita ting adm in istra tive  
se rvices, including:  (i) p rovid ing services of pe rsons com pe tent to  pe rform  such  
adm in istrative  and  cle rica l functions as a re  necessary to  provide  e ffective  adm in istration  
of the  Funds; (ii) facilita ting the  perform ance  of adm in istrative  and  profe ssiona l se rvices 
to  the  Funds by others, including the  Funds’ Custodian; (iii) p reparing, bu t not paying for, 
the  pe riodic updating of the  Funds’ Registration  Statem en t, Prospectuses and  Statem ent 
of Additiona l In form ation  in  con junction  with  Fund counse l, including the  prin ting of such  
docum en ts for the  pu rpose  of filings with  the  SEC and sta te  secu ritie s adm in istrators, 
and  preparing reports to  the  Fund’s shareholde rs and  the  SEC; (iv) preparing in 
con junction  with  Fund counse l, bu t not paying for, a ll filings unde r the  secu ritie s or “Blue  
Sky” laws of such  sta te s or coun tries as are  designa ted  by the  Distributor, wh ich  m ay be  
requ ired  to  registe r or qua lify, or continue  the  registration  or qua lification , of the  Funds 
and/or the ir shares unde r such  laws; (v) preparing notice s and  agendas for m eetings of 
the  Board  and  m inute s of such  m eetings in  a ll m atte rs requ ired  by the  1940 Act to  be  
acted  upon  by the  Board; and  (vi) m on itoring da ily and  periodic com pliance  with  re spect 
to  a ll requ irem ents and re strictions of the  1940 Act, the  In te rna l Revenue  Code  and  the  
Prospectus. 

 
For the  services rende red  to  the  Fund by the  Adm in istra tor, the  Fund pays the  
Adm in istrator the  greate r of an  annual m in im um  fee  or an  asse t based  fee , wh ich  sca les 
downward  based  upon  ne t asse ts for fund adm in istra tion , fund accounting and  transfe r 
agency services.  
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The  tab le s be low show the  fee s incurred  by each  Fund to the  Adm in istra tor for adm in istra tive  
se rvices. 
 
Beacon  Tactica l Risk ETF 
 

 Fe e s  pa id  t o  t h e  Ad m in is t r a t o r   
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $42,030 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $78,088 

*The  Fund com m enced opera tions on  April 17, 2023. 
 
Beacon  Se lective  Risk ETF 
 

 Fe e s  pa id  t o  t h e  Ad m in is t r a t o r   
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $40,879 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $78,152 

*The  Fund com m enced opera tions on  April 17, 2023. 
 
 
Fu n d  Accou n t in g    
UFS, pursuan t to  the  Adm in istration  Se rvice  Agreem en t, provides the  Fund with  
accoun ting services, including:  (i) da ily com puta tion  of ne t asse t va lue ; (ii) m ain tenance  
of security ledgers and  books and  records as requ ired  by the  1940 Act; (iii) p roduction  of 
the  Fund’s listing of portfo lio secu rities and  genera l ledge r reports; (iv) reconcilia tion  of 
accoun ting records; (v) ca lcu lation  of yie ld  and  tota l re turn  for the  Fund; (vi) m ain ta in ing 
certa in  books and  records described  in  Ru le  31a-1 under the  1940 Act, and  reconciling 
accoun t in form ation  and  ba lances am ong the  Fund’s custodian  or Advise r; and  (vii) 
m on itoring and eva lua ting da ily incom e  and expense  accrua ls, and  sa le s and 
redem ptions of share s of the  Fund. The  Fund also  pays the  Adm in istrator for any out-of-
pocket expenses.  
 
The  tab le s be low show the  fee s incurred  by each  Fund to the  Adm in istra tor for fund 
accoun ting se rvices. 
 
Beacon  Tactica l Risk ETF 
 

 Fe e s  pa id  t o  t h e  Ad m in is t r a t o r  
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $46,850 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* - 

* The  Fund com m enced opera tions on  April 17, 2023. 
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Beacon  Se lective  Risk ETF 
 

 Fe e s  pa id  t o  t h e  Tra n sfe r  Age n t   
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $46,850 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* - 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Tra n sfe r  Age n t  
Brown  Brothers Harrim an  & Co., located  a t 50 Post Office  Square , Boston , Massachuse tts, 
02110-1548 acts as transfe r, d ividend d isbursing, and  shareholder se rvicing agent for 
each  Fund pursuant to  written  agreem en t with  Funds (the  “Transfe r Agent”). Under the  
agreem en t, the  Transfer Agent is  responsib le  for adm in iste ring and  pe rform ing transfer 
agent functions, d ividend d istribution , shareholde r adm in istration , and  m ain ta in ing 
necessary records in  accordance  with  applicable  ru les and  regu lations. 
 
The  tab le s be low show the  fee s incurred  by each  Fund to the  Transfer Agent for transfer agent 
se rvices. 
 
Beacon  Tactica l Risk ETF 
 

 Fe e s  pa id  t o  t h e  Tra n sfe r  Age n t  
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $9,505 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $9,435 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Beacon  Se lective  Risk ETF 
 

 Fe e s  pa id  t o  t h e  Tra n sfe r  Age n t   
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $9,407 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $9,452 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Cu s t od ia n  
Brown  Brothers Harrim an  & Co., located  a t 50 Post Office  Square , Boston , Massachuse tts, 
02110-1548 (the  "Custodian"), se rves as the  custodian  of each  Funds’ asse ts pursuant to  
a  Custodian  and  Transfe r Agent Agreem en t by and  be tween  the  Custodian  and  the  Trust 
on  beha lf of the  Funds. The  Custodian 's re sponsib ilities include  safeguard ing and 
con tro lling the  Funds’ cash  and secu ritie s, handling the  rece ip t and  de live ry of securitie s, 
and  collecting in te re st and  d ividends on  the  Funds’ investm ents. Pu rsuant to  the  
Custodian  and  Transfe r Agent Agreem ent, the  Custodian  a lso  m ain ta ins origina l en try 
docum en ts and  books of record  and  gene ra l ledgers; posts cash  rece ip ts and 
d isbursem ents; and  records pu rchases and  sa le s based  upon  com m unications from  the  
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Advise r. The  Funds m ay em ploy fore ign  sub-custodians that a re  approved by the  Board 
to  hold  fore ign  asse ts. 
 
Com p lia n ce  Se rvice s  
Northern  Lights Com pliance  Services, LLC (“NLCS”), 4221 North  203rd  Stree t, Su ite  100, 
Elkhorn , NE 68022, an  a ffilia te  of GFS and the  Distribu tor, provides a  Ch ie f Com pliance  
Officer to  the  Trust as we ll as re la ted  com pliance  se rvices pursuant to  a  consu lting 
agreem en t be tween NLCS and the  Trust.  The  Funds pay a  com pliance  service  fee  to 
NLCS. 
 
The  tab le s be low show the  fee s incurred  by the  Fund to  NLCS for com pliance  services. 
 
Beacon  Tactica l Risk ETF 
 

 Fe e s  pa id  t o  NLCS 
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $23,705 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $19,880 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Beacon  Se lective  Risk ETF 
 

 Fe e s  pa id  t o  NLCS  
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $24,695 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $19,880 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Le ga l Cou n se l 
Alston  & Bird , LLP, 950 F Stree t NW, Wash ington , D.C. 20004, se rves as counse l to  the  Trust. 
 
Blank Rom e  LLP, 1271 Avenue  of the  Am ericas, New York, NY 10020, se rves as counse l to  
the  Independent Trustees.  
 
In d e p e n d e n t  Re gis t e re d  Pu b lic Accou n t in g Firm  
Tait, We lle r & Baker LLP, Two Liberty Place , 50 S. 16th  Stree t, Su ite  2900, Ph ilade lph ia , PA 19102 
se rves as the  independent registe red  public accounting firm  of the  Funds. 
 
Dis t r ib u t ion  o f Fu n d  Sh a re s  
 
Northern  Lights Distribu tors, LLC, located  at 4221 North  203rd  Stree t, Su ite  100, Elkhorn , 
NE 68022 (the  “Distributor”), se rves as the  principa l underwrite r and na tiona l d istribu tor 
for the  shares of the  Funds pu rsuant to  an  ETF Distribu tion  Agreem en t with  the  Trust (the  
“Distribu tion  Agreem ent”). The  Distributor is  registe red  as a  broker-dea le r under the  
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Securitie s Exchange  Act of 1934 and each  sta te ’s secu ritie s laws and is a  m em ber of 
FINRA. The  offe rings of the  Shares of each  Fund are  continuous and  the  Distributor acts 
as an  agent for the  Trust. The  Distributor will de live r a  Prospectus to  persons pu rchasing 
Shares of a  Fund in  Crea tion  Un its and  will m ain ta in  records of both  orders p laced  with  
it and  confirm ations of acceptance  furn ished  by it. The  Distributor has no ro le  in  
de te rm in ing the  investm ents or investm en t policie s of the  Funds. 
  
The  Distribution  Agreem ent provides tha t, un le ss soone r te rm ina ted , it will continue  in  
e ffect for two years in itia lly and  the reafte r shall con tinue  from  year to  year, subject to  
annual approval by (a ) the  Board  or a  vote  of a  m ajority of the  outstanding share s, and 
(b) by a  m ajority of the  Trustees who are  not partie s to  the  Distribution  Agreem en t or the  
Trust’s d istribution  p lan  or in te re sted persons of the  Trust or of the  Distribu tor (“Qualified 
Trustees”) by vote  cast in  pe rson  at a  m eeting ca lled  for the  pu rpose  of voting on  such 
approval. 
  
The  Distribution  Agreem ent m ay a t any tim e  be  te rm inated , withou t pena lty by the  Trust, 
by vote  of a  m ajority of the  Qualified  Trustees or by vote  of a  m ajority of the  ou tstanding 
share s of the  Trust on  60 days' written  notice  to  the  other party. The  Distribution  
Agreem en t will au tom atica lly te rm ina te  in  the  event of its  assignm ent. 
  
The  Funds do  not pay the  Distributor any fees under the  Distribu tion  Agreem ent. 
However, the  Advisor pays an  annual fee  to  the  Distribu tor p lus reasonable  out-of-pocke t 
expenses incu rred  by Distribu tor in  connection  with  activitie s perform ed for the  Funds, 
including, withou t lim ita tion , prin ting and  d istribu tion  of prospectuses and  shareholder 
reports, ou t of its own  re sources. 
 
Por t fo lio  Tra n sa ct ion s  a n d  Broke ra ge  Alloca t ion  
Pursuant to  the  Advisory Agreem en t and  the  Sub-Advisory Agreem ent, the  Advise r 
de te rm ines wh ich  securitie s a re  to  be  pu rchased  and  so ld  by the  Funds wh ile  the  Trading 
Sub-Adviser de te rm ines wh ich  broker-dea le rs are  e ligib le  to  execute  the  Funds’ portfo lio 
transactions.  Pu rchases and  sa le s of securitie s in  the  OTC m arke t will gene ra lly be  
executed  d irectly with  a  “m arke t-m aker” un less, in  the  opin ion  of the  Trading Sub-Advise r, 
a  be tte r price  and  execu tion  can  otherwise  be  obta ined  by using a  broke r for the  
transaction . 
 
Pu rchases of portfo lio  securities for the  Funds will be  e ffected  th rough  broke r-dea le rs 
(including banks) that specia lize  in  the  types of secu rities that the  Funds will be  hold ing, 
un le ss be tte r executions a re  ava ilab le  e lsewhere .  Dea lers u sua lly act as principa l for the ir 
own  accoun ts.  Purchases from  dea lers will include  a  spread  be tween  the  b id  and  the  
asked  price .  If the  execu tion  and  price  offe red by m ore  than  one  dea le r a re  com parable , 
the  orde r m ay be  a lloca ted  to a  dea le r tha t has provided  re search  or other se rvices as 
d iscussed  be low. 
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In  p lacing portfo lio transactions, the  Trading Sub-Advise r will use  reasonable  e fforts to  
choose  broker-dea le rs capable  of provid ing the  services necessary to obta in  the  m ost 
favorable  price  and  execution  ava ilab le .  The  fu ll range  and  qua lity of se rvices ava ilab le  
will be  conside red  in  m aking these  de te rm ina tions, such  as the  size  of the  order, the  
d ifficu lty of execu tion , the  ope rationa l facilities of the  firm  involved , the  firm ’s risk in 
position ing a  b lock of secu ritie s and  o the r factors.  In  those  instances where  it is 
reasonably de te rm ined  that m ore  than  one  broke r-dea le r can  offe r the  services needed 
to  obta in  the  m ost favorable  price  and  execution  ava ilab le , consideration  m ay be  given  
to those  broker-dea le rs tha t furn ish  or supply re search  and  statistica l in form ation  to  the  
Advise r tha t they m ay lawfu lly and  appropria te ly use  in  the ir investm ent advisory 
capacities, as we ll as provide  o the r brokerage  se rvices in  addition  to execu tion  se rvices.  
The  Trading Sub-Adviser conside rs such  in form ation , wh ich  is in  addition  to  and  not in  
lieu  of the  se rvices requ ired to  be  pe rform ed by it unde r its  Sub-Advisory Agreem en t with  
the  Advise r, to  be  use fu l in  varying degrees, bu t of inde term inable  va lue . 
 
While  it is  each  Fund’s gene ra l policy to first seek to obta in  the  m ost favorable  price  and 
execution  ava ilab le  in  se lecting a  broker-dea le r to  execute  portfo lio transactions for the  
Fund, we ight is  a lso  given  to  the  ab ility of a  broker-dea le r to  furn ish  brokerage  and 
re search  se rvices to  the  Fund or to  the  Advise r, even  if the  specific se rvices are  not 
d irectly use fu l to  the  Fund and m ay be  use fu l to  the  Adviser in  advising o the r clien ts. 
 
Investm en t decisions for the  Funds m ay or m ay not be  m ade  independently from  those  
of o the r clien t accounts of the  Advise r.  In  certain  in stances, investm ent decisions will be 
m ade  sim ila r to  other accoun ts m anaged.  In  the  case  where  the  Funds use  sim ilar 
stra tegie s, applicable  procedures will be  taken  to ensure  trad ing a lloca tions will be  
handled  fa irly and  abide  by a ll appropria te  ru le s and  regu lations.  Neverthe le ss, it  is 
possib le  that a t tim es identica l secu ritie s will be  acceptable  for both  the  Funds and  one  
or m ore  of such  clien t accoun ts.  In  such  event, the  position  of the  Funds and  such  clien t 
accoun t(s) in  the  sam e  issue r m ay vary and the  length  of tim e  that each  m ay choose  to 
hold  its investm en t in  the  sam e issuer m ay likewise  vary.  However, to  the  exten t any of 
these  clien t accounts seek to  acqu ire  the  sam e  security as the  Funds a t the  sam e  tim e , 
the  Fund m ay not be  able  to  acqu ire  as la rge  a  portion  of such  secu rity as it desire s, o r it 
m ay have  to pay a  h ighe r price  or obta in  a  lower yie ld  for such  secu rity.  Sim ila rly, the  
Fund m ay not be  ab le  to  obta in  as h igh  a  price  for, or as la rge  an  execu tion  of, an  order 
to  se ll any particu lar security at the  sam e  tim e.  If one  or m ore  of such  clien t accoun ts 
sim ultaneously purchases or se lls the  sam e  security that the  Fund is pu rchasing or 
se lling, each  day’s transactions in  such  security will be  a llocated  be tween  the  Fund and 
a ll such  clien t accounts in  a  m anne r deem ed equ itab le  by the  Adviser, taking in to  account 
the  respective  size s of the  accounts and the  am ount be ing pu rchased  or so ld.  It is 
recogn ized  that in  som e  cases th is system  could  have  a  de trim enta l e ffect on  the  price  
or va lue  of the  security in sofar as the  Fund is conce rned .  In  o the r cases, however, it  is 
be lieved  tha t the  ab ility of the  Fund to  participa te  in  volum e  transactions m ay produce  
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be tte r executions for the  Fund.  Notwithstanding the  above , the  Trading Sub-Advise r m ay 
execute  buy and  se ll o rde rs for accounts and  take  action  in  perform ance  of the ir du tie s 
with  respect to  any of the ir accounts tha t m ay d iffe r from  actions taken  with  respect to  
another accoun t, so  long as the  Trading Sub-Advise r sha ll, to  the  extent practica l, a llocate  
investm ent opportun itie s to  accounts, including the  Fund, over a  period  of tim e on  a  fa ir 
and  equ itab le  basis and in  accordance  with  applicable  law. 
 
The  Funds are  requ ired to iden tify any secu ritie s of its “regu lar brokers or dea le rs” that 
the  Funds have  acqu ired  du ring its  m ost recent fisca l year.  The  Funds a re  a lso  requ ired 
to iden tify any broke rage  transactions during its  m ost recen t fiscal year that were  
d irected  to  a  broke r because  of re search  services provided , a long with  the  am ount of any 
such  transactions and  any re la ted  com m issions pa id  by the  Fund.  
 
Brokers or dea le rs execu ting a  portfo lio  transaction  on  beha lf of the  Fund m ay rece ive  a  
com m ission  in  excess of the  am ount of com m ission  another broke r or dea le r wou ld  have  
charged  for executing the  transaction  if the  Trading Sub-Advise r de te rm ines in  good fa ith  
that such  com m ission  is reasonable  in  re lation  to  the  va lue  of broke rage , research  and 
o the r se rvices provided to  the  Fund. In  a lloca ting portfo lio  broke rage , the  Trading Sub-
Advise r m ay se lect broke rs or dea le rs who a lso  provide  broke rage , research  and  other 
se rvices to  other accounts ove r wh ich  the  Trading Sub-Adviser exercise s investm ent 
d iscre tion . Som e  of the  se rvices rece ived  as the  re su lt o f Fund transactions m ay prim arily 
bene fit accounts other than  the  Fund, wh ile  se rvices rece ived  as the  re su lt o f portfo lio 
transactions e ffected  on  beha lf of those  other accoun ts m ay prim arily bene fit the  Fund.   
 
The  fo llowing tab le s show the  broker com m issions pa id  by each  Fund during the  period  
indica ted . 
 
Beacon  Tactica l Risk ETF 
 

 Broke ra ge  Com m iss ion s 
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $2 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $14,586 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Beacon  Se lective  Risk ETF 
 

 Broke r  Com m iss ion s   
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 $4,261 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* $10,264 

* The  Fund com m enced opera tions on  April 17, 2023. 
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Por t fo lio  Tu rn ove r  
Although  the  Funds genera lly will not invest for short-te rm  trad ing purposes, portfo lio 
securities m ay be  so ld without regard  to  the  length  of tim e they have  been  he ld  when , in  
the  opin ion  of the  Advise r, investm en t conside rations warran t such  action .  Portfo lio 
turnover rate  is  ca lcu la ted  by d ivid ing (i) the  le sse r of purchases or sa le s of portfo lio 
securities for the  fisca l year by (ii) the  m on th ly ave rage  of the  va lue  of portfo lio  securities 
owned during the  fisca l year.  A 100% turnove r ra te  wou ld  occur if a ll the  securitie s in  the  
Fund’s portfo lio, with  the  exception  of securities whose  m aturities a t the  tim e of 
acqu isition  were  one  year or less, we re  so ld  and  e ither repurchased  or rep laced  with in  
one  year.  A h igh  rate  of portfo lio  tu rnover (100% or m ore ) genera lly leads to above -
ave rage  transaction  costs, cou ld  generate  capita l ga ins tha t m ust be  d istributed to 
shareholde rs as short-te rm  capita l ga ins taxed  a t ord inary incom e  tax ra te s (cu rrently as 
h igh  as 37%) and cou ld increase  brokerage  com m ission  costs.  To  the  exten t tha t the  
Fund expe riences an  increase  in  broke rage  com m issions due  to  a  h igher portfo lio 
turnover rate , the  pe rform ance  of the  Funds cou ld  be  nega tive ly im pacted  by the  
increased  expenses incu rred  by the  Funds and  m ay re su lt in  a  greate r num ber of taxable  
transactions.   
 
The  fo llowing tab le s show the  portfo lio  tu rnove r rate  of each  Fund during the  pe riod  
indica ted . 
 
Beacon  Tactica l Risk ETF 
 

 Po r t fo lio  Tu rn ove r  
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 0.00% 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* 355% 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Beacon  Se lective  Risk ETF 
 

 Po r t fo lio  Tu rn ove r  
Fisca l Ye a r  En d e d  Fe b ru a ry 28, 2025 65% 
Fisca l Ye a r  En d e d  Fe b ru a ry 29, 2024* 208% 

* The  Fund com m enced opera tions on  April 17, 2023. 
 
Cod e  o f Et h ics  
The  Trust, the  Advise r, and  the  Distribu tor have  each  adopted  Codes of Eth ics unde r Ru le  
17j-1 of the  1940 Act.  These  Codes perm it, subject to  certa in  conditions, pe rsonne l of the  
Advise r, and  Distribu tor to  invest in  secu ritie s tha t m ay be  purchased  or he ld  by the  Fund. 
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Proxy Vot in g Proce d u re s   
The  Board  of Trustee s has adopte d  proxy voting policies and  procedures (“Proxy 
Policies”) where in  the  Trust has de lega ted  to  the  Advise r the  responsib ility for 
voting proxies re la ting to  portfo lio  securitie s he ld  by the  Fund as pa rt of its  
investm en t advisory se rvices, subject to  the  supervision  and  oversight of the  
Board  of Trustees.  The  Proxy Voting Policies of the  Advise r a re  include d  as 
Appendix B. 
 
More  In form ation .  Inform ation  regard ing how the  Fund voted  proxie s re la ting to 
portfo lio  securitie s du ring the  twe lve -m onth  pe riod  ended June  30 will be  ava ilab le  
without charge , upon  request, by ca lling to ll-free , 1-800-SEC-0330 or by accessing the  
SEC’s website  a t www.sec.gov. 
 
An t i-Mon ey La u n d e r in g Com p lia n ce  Progra m   
The  Trust has e stab lished  an  Anti-Money Laundering Com pliance  Program  (the  
“Program ”) as requ ired  by the  Un iting and  Strengthen ing Am erica  by Provid ing 
Appropriate  Tools Requ ired  to In te rcept and Obstruct Te rrorism  Act of 2001 (“USA 
PATRIOT Act”).  To ensure  com pliance  with  th is law, the  Trust’s Program  provides for the  
deve lopm ent of in te rnal practice s, procedures and  con tro ls, de signation  of an ti-m oney 
launde ring com pliance  officers, an  ongoing tra in ing program  and an  independen t audit 
function  to de te rm ine  the  e ffectiveness of the  Program .  The  Trust’s secre ta ry serves as 
its  An ti-Money Laundering Com pliance  Office r.  
 
Procedures to  im plem en t the  Program  include , bu t are  not lim ited  to , de te rm in ing that 
the  Fund’s Distributor and Transfe r Agent have  e stab lished  proper an ti-m oney 
launde ring procedures, reporting suspicious and/or fraudu lent activity and  a  provid ing a  
com ple te  and  thorough  review of a ll new open ing accoun t applica tions.  The  Trust will 
not transact business with  any person  or en tity whose  iden tity cannot be  adequate ly 
ve rified  under the  provisions of the  USA PATRIOT Act.  
 
As a  re su lt of the  Program , the  Trust m ay be  requ ired  to “freeze” the  account of a  
shareholde r if the  shareholder appears to  be  involved  in  suspicious activity or if ce rta in  
accoun t in form ation  m atches in form ation  on  governm ent lists of known te rrorists or 
o the r suspicious persons, or the  Trust m ay be  requ ired to  transfer the  account or 
proceeds of the  account to  a  gove rnm en ta l agency.  
 
Por t fo lio  Hold in gs  In form a t ion  
The  Trust has adopted  policie s and procedures that govern  the  d isclosure  of the  Funds’ 
portfo lio hold ings.  These  policie s and  procedures are  designed to ensu re  tha t such  
d isclosu re  is in  the  best in te re sts of Fund shareholde rs. 

http://www.sec.gov/
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Each  of the  Fund’s portfo lio  hold ings are  publicly d issem inated  each  day the  Fund is open  
for business th rough  financia l reporting and  news services, including publicly accessib le  
In te rne t website s. In  addition , a  baske t com position  file , wh ich  includes the  security 
nam es and  share  quan titie s to  de live r in  exchange  for Fund share s, toge ther with  
e stim ate s and  actua l cash  com ponents, is  publicly d issem inated  each  day the  New York 
Stock Exchange  is open  for trad ing via  the  Nationa l Securities Clearing Corpora tion 
(“NSCC”). Pu rsuant to  Ru le  6c-11 under the  1940 Act, in form ation  regard ing the  Fund’s 
curren t portfo lio hold ings will be  ava ilab le  on  a  da ily basis a t 
www.beacon investinge tfs.com . 

Com p lia n ce  Wit h  Por t fo lio  Hold in gs  Disclosu re  Proce d u re s   
 
The  Trust’s Ch ie f Com pliance  Office r will report pe riodica lly to  the  Board  with  re spect to  
com pliance  with  the  Funds’ portfo lio  hold ings d isclosu re  procedures, and  from  tim e  to 
tim e  will p rovide  the  Board  any update s to  the  portfo lio  hold ings d isclosu re  policie s and 
procedures. 
 
The re  is no  assu rance  that the  Trust’s policie s on  d isclosu re  of portfo lio  hold ings will 
p rotect the  Funds from  the  potentia l m isuse  of hold ings in form ation  by individua ls or 
firm s in  possession  of tha t in form ation . 
 
Pu rch a se , Re d e m p t ion  a n d  Pr icin g o f Sh a re s  
 
Ca lcu la t ion  o f Sh a re  Pr ice  
 
As indicated  in  the  Prospectus under the  heading "How Shares a re  Priced ," Shares of a  
Fund are  bought and  so ld  a t a  price  in  two d iffe rent ways depending upon  the  type  of 
investor. 
  
Investors m ay buy and se ll Share s in  secondary m arke t transactions th rough  broke rs a t 
m arke t price s and  the  Shares will trade  at m arke t price s. 
  
On ly authorized participan ts m ay buy and redeem  Shares from  a Fund directly and  those  
transactions a re  e ffected  a t the  Fund’s NAV. 
  
The  NAV of a  Fund 's share s is de te rm ined  by d ivid ing the  to ta l va lue  of a  Fund 's portfo lio 
investm ents and  o ther asse ts, le ss any liabilitie s, by the  to ta l num ber of share s 
outstanding of a  Fund. 
 
As indicated  in  the  Prospectus unde r the  heading "Ne t Asse t Value ," the  ne t asse t va lue  
("NAV") of each  Fund’s share s is de te rm ined by d ivid ing the  to ta l va lue  of a  Fund 's 

http://www.beaconinvestingetfs.com/
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portfo lio  investm en ts and  other asse ts, less any liab ilitie s, by the  tota l num ber of share s 
outstanding of a  Fund, by class. 
  
Genera lly, the  Fund’s dom estic secu ritie s (including unde rlying ETFs wh ich  hold  portfo lio  
securities prim arily listed  on  fore ign  (non-U.S.) exchanges) are  va lued  each  day at the  last 
quoted  sa le s price  on  each  security’s prim ary exchange . Securitie s traded  or dea lt in  upon  
one  or m ore  securitie s exchanges for wh ich  m arke t quota tions are  readily ava ilab le  and 
not subject to  re strictions aga inst re sa le  sha ll be  va lued  a t the  last quoted  sa le s price  on  
the  prim ary exchange  or, in  the  absence  of a  sale  on  the  prim ary exchange , a t the  m ean 
be tween  the  cu rrent b id  and  ask price s on  such  exchange . Securitie s prim arily traded  in  
the  Nationa l Association  of Securities Deale rs’ Au tom ated  Quotation  System  (“NASDAQ”) 
Nationa l Marke t System  for wh ich  m arke t quotations are  readily ava ilab le  sha ll be  va lued 
using the  NASDAQ Officia l Closing Price . The  Board  has appoin ted  the  Advise r as its 
designee  (the  “Valuation  Designee”) for a ll fa ir va lue  de te rm inations and  responsib ilitie s, 
o the r than  oversee ing pricing service  providers used  by the  Trust. If m arke t quota tions 
a re  not readily ava ilab le , securitie s will be  va lued  a t the ir fa ir m arke t va lue  as de te rm ined 
in  good fa ith  by the  Funds’ Valuation  Designee  in  accordance  with  procedures approved 
by the  Board  and  as furthe r described  be low. Securitie s tha t are  not traded  or dea lt in  
any securitie s exchange  (whether dom estic or fore ign ) and  for wh ich  over-the-counter 
m arke t quota tions are  readily ava ilab le  genera lly sha ll be  va lued  at the  last sa le  price  or, 
in  the  absence  of a  sa le , a t the  m ean  be tween  the  cu rrent b id  and  ask price  on  such  over-
the - counter m arke t.  
 
Ce rta in  secu ritie s or investm ents for wh ich  da ily m arke t quotes a re  not readily ava ilab le  
m ay be  fa ir va lued  by the  Valuation  Designee , pu rsuant to  gu ide lines e stab lished  by the  
Board , with  re ference  to  other securitie s or ind ices. Debt securities not traded  on  an  
exchange  m ay be  va lued  a t prices supplied  by a  pricing agent(s) based  on  broke r or 
dea le r supplied  va luations or m atrix pricing, a  m ethod of va lu ing securities by re ference  
to the  va lue  of other securities with  sim ila r characte ristics, such  as rating, in te re st ra te  
and  m aturity. Short-te rm  investm ents having a  m atu rity of 60 days or le ss m ay be  
gene ra lly va lued  at am ortized  cost when  it approxim ates fa ir va lue .  
 
Exchange  traded  options a re  va lued  at the  last quoted sa le s price  or, in  the  absence  of a  
sa le , a t the  m ean  be tween the  curren t b id  and  ask price s on  the  exchange  on  which  such  
options a re  traded. Futu re s and  options on  fu ture s a re  va lued  at the  se ttlem en t price  
de te rm ined by the  exchange . Other secu ritie s for wh ich  m arke t quote s are  not readily 
ava ilab le  a re  va lued  at fa ir va lue  as de te rm ined in  good fa ith  by the  Valua tion  Designee. 
Swap agreem ents and  o the r deriva tives are  genera lly va lued  da ily based  upon 
quota tions from  m arke t m akers or by a  pricing service  in  accordance  with  the  va lua tion  
procedures approved by the  Board . 

  
Under certa in  circum stances, a  Fund m ay use  an  independent pricing se rvice  to  ca lcu late  
the  fa ir m arke t va lue  of fore ign  equ ity secu ritie s on  a  da ily basis by applying va lua tion  
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factors to  the  last sa le  price  or the  m ean  price  as noted  above . The  fa ir m arke t va lues 
supplied  by the  independen t pricing se rvice  will genera lly re flect m arke t trad ing tha t 
occurs a fte r the  close  of the  applicable  fore ign  m arke ts of com parable  securitie s or the  
va lue  of o the r instrum ents that have  a  strong corre lation  to  the  fa ir-va lued secu ritie s. 
The  independen t pricing se rvice  will a lso  take  in to  accoun t the  cu rrent re levant cu rrency 
exchange  ra te . A security tha t is  fa ir va lued  m ay be  va lued  at a  price  h igher or lower than  
actua l m arke t quota tions or the  va lue  de te rm ined by other funds using the ir own  fa ir 
va lua tion  procedures. Because  fore ign  securitie s m ay trade  on  days when  Fund share s 
a re  not priced , the  va lue  of securitie s he ld  by a  Fund can  change  on  days when  Fund 
share s cannot be  redeem ed or purchased . In  the  event tha t a  fore ign  security’s m arke t 
quota tions are  not readily ava ilab le  or a re  deem ed unre liab le  (for reasons o the r than 
because  the  fore ign  exchange  on  which  it trades closed  be fore  a  Fund’s ca lcu la tion  of 
NAV), the  security will be  va lued  a t its  fa ir m arke t va lue  as de te rm ined in  good fa ith  by 
the  Valua tion  Designee  in  accordance  with  procedures approved by the  Board  as 
d iscussed  be low. Withou t fa ir va luation , it  is  possib le  tha t short-te rm  trade rs cou ld  take  
advan tage  of the  a rb itrage  opportun ity and  d ilu te  the  NAV of long-te rm  investors. Fa ir 
va lua tion  of the  Fund’s portfo lio  securitie s can  se rve  to  reduce  arb itrage  opportun itie s 
ava ilab le  to  short-te rm  trade rs, bu t there  is no  assurance  that it  will p revent d ilu tion  of a 
Fund’s NAV by short-te rm  trade rs. In  addition , because  a  Fund m ay invest in  unde rlying 
ETFs which  hold  portfo lio  securitie s prim arily listed  on  fore ign  (non-U.S.) exchanges, and  
these  exchanges m ay trade  on  weekends or o ther days when  the  unde rlying ETFs do  not 
price  the ir shares, the  va lue  of these  portfo lio  secu ritie s m ay change  on  days when  you  
m ay not be  ab le  to  buy or se ll Fund shares. 
 
Investm en ts in itia lly va lued  in  cu rrencie s othe r than  the  U.S. dolla r are  converted  to  U.S. 
dolla rs using exchange  rates obta ined  from  pricing se rvices. As a  re su lt, the  NAV of a  
Fund 's shares m ay be  a ffected  by changes in  the  va lue  of currencies in  re la tion  to  the  
U.S. dolla r. The  va lue  of secu ritie s traded  in  m arke ts outside  the  Un ited  States or 
denom inated  in  currencie s other than  the  U.S. dolla r m ay be  a ffected sign ificantly on  a  
day tha t the  New York Stock Exchange  is closed  and  an  investor is  not ab le  to  pu rchase , 
redeem  or exchange  share s. 
  
Fund share s are  va lued a t the  close  of regu lar trad ing on  the  New York Stock Exchange  
(norm ally 4:00 p.m ., Easte rn  tim e) (the  "NYSE Close") on  each  day that the  New York Stock 
Exchange  is open . For pu rposes of ca lcu lating the  NAV, the  Fund norm ally use  pricing 
da ta  for dom estic equ ity securitie s rece ived  shortly a fte r the  NYSE Close  and  does not 
norm ally take  in to account trad ing, clearances or se ttlem ents that take  p lace  a fte r the  
NYSE Close . Dom estic fixed  incom e  and fore ign  secu rities a re  norm ally priced  using data  
re flecting the  earlie r closing of the  principa l m arke ts for those  secu ritie s. In form ation  that 
becom es known to  the  Fund or its  agents afte r the  NAV has been  ca lcu la ted  on  a  
particu la r day will no t gene ra lly be  used  to  re troactive ly ad just the  price  of the  security 
or the  NAV dete rm ined earlie r tha t day. 
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When m arke t quotations are  not readily ava ilab le  or deem ed unre liab le , a  Fund m ay 
va lue  secu ritie s a t fa ir va lue  as de te rm ined in  good fa ith  by the  Valua tion  Designee , 
pu rsuant to  procedures approved by the  Board. Fa ir va luation  m ay a lso  be  used  by the  
Valuation  Designee  if extraord inary events occur a fte r the  close  of the  re levant m arke t 
bu t prior to  the  NYSE Close . 
 
Cre a t ion  a n d  Re d e m p t ion  o f Cre a t ion  Un it s  
 
Ge n e ra l 

 
ETFs, such  as the  Funds, genera lly issue  and  redeem  the ir shares in  prim ary m arke t 
transactions th rough  a  crea tion  and  redem ption  m echan ism  and do  not se ll o r redeem  
individua l shares. In stead , financia l en titie s, known as “Authorized  Participan ts,” have  
con tractua l a rrangem en ts with  an  ETF or one  of the  ETF’s se rvice  provide rs to  pu rchase  
and  redeem  ETF share s d irectly with  the  ETF in  la rge  b locks of share s known as “Creation  
Un its.” Prior to  sta rt o f trad ing on  each  business day, an  ETF publishes through  the  NSCC 
the  “baske t” of secu rities, cash  or other asse ts tha t it  will accept in  exchange  for a  Crea tion 
Un it of the  ETF’s share s. An Authorized  Participan t that wishes to  e ffectua te  a  crea tion  of 
an  ETF’s share s deposits with  the  ETF the  “baske t” of securitie s, cash  or other asse ts 
identified  by the  ETF tha t day, and  then  rece ives the  Creation  Un it of the  ETF’s share s in  
re tu rn  for those  asse ts. Afte r pu rchasing a  Creation  Un it, the  Au thorized  Participan t m ay 
con tinue  to  hold  the  ETF’s shares or se ll them  in  the  secondary m arke t. The  redem ption  
process is the  reve rse  of the  pu rchase  process: the  au thorized  participan t redeem s a  
Creation  Un it of ETF share s for a  baske t of secu ritie s, cash  or other asse ts. The  
com bination  of the  crea tion  and  redem ption  process with  secondary m arke t trad ing in 
ETF share s and  underlying securitie s provides arb itrage  opportun itie s tha t are  designed 
to  he lp  keep  the  m arke t price  of ETF share s a t or close  to  the  NAV per share  of the  ETF. 

 
An  “Authorized  Participan t” is a  m em ber or participan t of a  clearing agency registe red  
with  the  SEC that has a  written  agreem ent with  a  Fund or one  of its  se rvice  providers that 
a llows the  Authorized Participan t to  p lace  orde rs for the  pu rchase  or redem ption  of 
Creation  Un its (a  “Participan t Agreem ent”). Orde rs to  purchase  Creation  Un its m ust be  
de live red  th rough  an  Au thorized  Participant tha t has execu ted  a  Participan t Agreem en t 
and  m ust com ply with  the  applicable  provisions of such  Participan t Agreem ent. Investors 
wish ing to  pu rchase  or se ll share s gene ra lly do  so  on  an  exchange . In stitu tiona l investors 
o the r than  Authorized  Participants are  re sponsib le  for m aking arrangem ents for a  
redem ption  request to  be  m ade  through  an  Authorized  Participan t. 
 
A “Business Day” is gene ra lly any day on  which  the  NYSE, the  Exchange  and  the  Trust a re  
open  for business. As of the  da te  of th is SAI, the  NYSE observes the  following holidays: 
New Year’s Day, Martin  Luther King, Jr. Day, Presidents’ Day, Good Friday, Mem oria l Day, 
Independence  Day, June teenth , Labor Day, Thanksgiving Day and Christm as Day. The  



 

71 
 

Business Day on  which  an  order to  pu rchase  or redeem  Creation  Units is rece ived in  
proper form  is re fe rred  to  as the  “Transm itta l Date .” 
 
Ba ske t  Com p os it ion  a n d  Cu s t om  Ba ske t s . 

 
Ru le  6c-11(c)(3) under of the  1940 Act requ ire s an  ETF re lying on  the  exem ptions offe red 
by Ru le  6c-11 to  adopt and  im plem ent written  policie s and  procedures govern ing the  
construction  of baske ts and the  process that the  ETF will use  for the  acceptance  of 
baske ts. In  gene ra l, in  connection  with  the  construction  and  acceptance  of baske ts, the  
Advise r m ay consider various factors, including, but not lim ited to: (1) whe ther the  
securities, asse ts and other positions com prising a  baske t a re  consisten t with  the  ETF’s 
investm ent objective (s), po licies and  d isclosu re ; (2) whether the  securities, asse ts and 
o the r positions can  lega lly and  readily be  acqu ired , transferred  and  he ld  by the  ETF 
and/or Au thorized  Participan t(s), as applicable ; (3) whether to  u tilize  cash , e ithe r in  lieu  
of secu ritie s or other instrum ents or as a  cash  ba lancing am ount; and  (4) in  the  case  of 
an  ETF that tracks an  index, whether the  securitie s, asse ts and other positions a id  index 
tracking. 
 
The  Funds m ay u tilize  a  pro-ra ta  baske t or a  custom  baske t in  re liance  on  Ru le  6c-11. A 
“pro-rata  baske t” is a  baske t tha t is  a  pro  ra ta  repre sentation  of the  ETF’s portfo lio 
hold ings, except for m inor deviations when  it is  not opera tiona lly feasib le  to  include  a 
particu la r instrum en t with in  the  baske t, except to  the  exten t that a  Fund u tilized  d iffe rent 
baske ts in  transactions on  the  sam e  Business Day. 
 
Ru le  6c-11 de fines “custom  baske ts” to  include  two categorie s of baske ts. First, a  baske t 
con ta in ing a  non-repre sentative  se lection  of the  ETF’s portfo lio hold ings wou ld  constitu te  
a  custom  baske t. These  types of custom  baske ts include , but a re  not lim ited  to, baske ts 
that do not re flect: (i) a  pro  rata  representa tion  of a  Fund’s portfo lio  hold ings; (ii) a  
repre sen tative  sam pling of an  ETF’s portfo lio  hold ings; or (iii) changes due  to  a  
reba lancing or reconstitu tion  of an  ETF’s securitie s m arke t index, if applicable . Second, if 
d iffe rent baske ts are  used  in  transactions on  the  sam e  Business Day, each  baske t a fte r 
the  in itia l baske t wou ld  constitu te  a  custom  baske t. For exam ple , if an  ETF exchanges a  
baske t with  e ither the  sam e  or anothe r Au thorized  Participant that re flects a  
repre sen tative  sam pling that d iffe rs from  the  in itia l baske t, tha t baske t (and  any such  
subsequen t baske ts) wou ld  be  a  custom  baske t. Sim ila rly, if an  ETF substitu te s cash  in  
lieu  of a  portion  of baske t asse ts for a  single  Au thorized  Participan t, that baske t wou ld 
be  a  custom  baske t. The  Advise r’s Ru le  6c-11 Com m ittee  de fines any devia tion  from  a 
pro-rata  baske t to  be  a  “custom  baske t.” 
 
Under a  varie ty of circum stances, an  ETF and its  shareholders m ay bene fit from  the  
flexib ility a fforded  by custom  baske ts. In  genera l te rm s, the  use  of custom  baske ts m ay 
reduce  costs, increase  e fficiency and im prove  trad ing. Because  u tilizing custom  baske ts 
provides a  way for an  ETF to add , rem ove  and  re -we igh t portfo lio  secu ritie s without 
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transacting in  the  m arke t, it  m ay he lp  the  ETF to  avoid  transaction  costs and  adve rse  tax 
consequences. Ru le  6c-11 provides an  ETF with  flexib ility to  use  “custom  baske ts” if the  
ETF has adopted  written  policie s and  procedures tha t: (1) se t forth  de ta iled  param eters 
for the  construction  and  acceptance  of custom  baske ts that a re  in  the  best in te re sts of 
the  ETF and its  shareholde rs, including the  process for any revisions to, or devia tions 
from , those  param ete rs; and  (2) specify the  title s or ro les of em ployees of the  ETF’s 
investm ent adviser who are  requ ired to  review each  custom  baske t for com pliance  with  
those  param e ters. 
 
The  use  of baske ts that do  not corre spond to  pro rata  to  an  ETF’s portfo lio  hold ings has 
h istorica lly crea ted  concern  that an  Authorized  Participant cou ld  take  advantage  of its 
re lationsh ip  with  an  ETF and pre ssure  the  ETF to  construct a  baske t that favors an  
Au thorized  Participan t to  the  de trim en t of the  ETF’s shareholde rs. For exam ple , because  
ETFs re ly on  Au thorized  Participan ts to  m ain ta in  the  secondary m arke t by prom oting an  
e ffective  a rb itrage  m echan ism , an  Authorized  Participan t hold ing le ss liqu id  or le ss 
desirab le  securitie s potentia lly cou ld  pressu re  an  ETF in to  accepting those  securities in  
its  baske t in  exchange  for liqu id  ETF shares (i.e ., dum ping). An  Authorized  Participant a lso 
cou ld  pre ssure  the  ETF in to  including in  its  baske t certa in  desirab le  secu ritie s in  exchange 
for ETF share s tendered  for redem ption  (i.e ., che rry-p icking). In  e ithe r case , the  ETF’s 
o the r investors wou ld  be  d isadvantaged and  wou ld  be  le ft ho ld ing share s of an  ETF with  
a  le ss liqu id  or le ss desirab le  portfo lio  of securitie s. The  Advise r has adopted  policie s and 
procedures designed  to  m itiga te  these  conce rns bu t there  is u ltim ate ly no  guaran tee  tha t 
such  policie s and  procedures will be  e ffective . 
 
Ba ske t  Disse m in a t ion  

 
Baske t file s a re  published  for consum ption  th rough  the  NSCC, a  subsid ia ry of Depository 
Trust & Clearing Corpora tion , and  can  be  u tilized  for pricing, creations, redem ptions, 
reba lancing and custom  scenarios. In  m ost instances, pro  rata  baske ts are  ca lcu la ted  and 
supplied  by the  ETF’s custodia l bank based  on  ETF hold ings, whe reas non-pro  rata , 
custom  and forward-looking pro rata  baske ts a re  ca lcu lated  by a  fund’s investm en t 
advise r and  d issem ina ted  by the  ETF’s custodial bank th rough  the  NSCC process. Prior to  
the  open ing of business of the  Exchange  (currently 9:30 a .m ., Easte rn  Tim e), the  Funds 
publish  th is in form ation  for the  day (subject to  correction  of any e rrors) and  is m ade  
ava ilab le  through  the  NSCC to  e ffectua te  creations or redem ptions of Creation  Un its of a  
Fund un til the  next list is  announced on  the  next Business Day. 
 
Pla ce m e n t  o f Cre a t ion  o r  Re d e m p t ion  Ord e rs  

 
All orde rs to  purchase  or redeem  Creation  Units are  to  be  governed according to  the  
applicable  Participant Agreem en t that each  Authorized  Participant has execu ted . In  
gene ra l, a ll orders to  purchase  or redeem  Crea tion  Un its m ust be  rece ived  by the  transfe r 
agent in  the  proper form  requ ired  by the  Participan t Agreem ent no la te r than  the  closing 
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tim e  of the  regu lar trad ing se ssion  of the  NYSE (ord inarily 4:00 p.m . Easte rn  Standard 
Tim e) on  each  day the  NYSE is open  for business (the  “Closing Tim e”) in  orde r for the  
pu rchase  or redem ption  of Crea tion  Un its to  be  e ffected  based  on  the  NAV of share s of 
a  Fund as next de te rm ined  on  such  da te  a fte r rece ip t of the  orde r in  proper form . Th is 
deadline  m ay be  extended upon  agreem ent be tween  the  transfe r agent, Au thorized 
Participan t and the  applicable  Fund. At its discre tion , a  Fund m ay a lso requ ire  an  
Au thorized  Participant to  subm it orde rs to  purchase  or redeem  Creation  Un its be  p laced 
earlie r in  the  day (such  as in stances where  an  applicable  m arke t for a  secu rity com prising 
a  crea tion  or redem ption  baske t closes earlie r than  usua l). In  the  case  of custom  orde rs, 
the  order m ust be  rece ived  by the  transfer agen t no  la te r than  3:00 p .m . Easte rn  Tim e. A 
Fund m ay a lso accept orde rs to  create  Creation  Un its, whether th rough the  Clearing 
Process (through  a  “Participa ting Party”, i.e ., a  broker-dea le r or other participan t in  the  
Con tinuous Ne t Se ttlem ent system  of the  NSCC (the  “Clearing Process”), a  clearing agency 
that is  registe red  with  the  SEC) or ou tside  the  Clearing Process (th rough  a  DTC Participant, 
in  e ithe r case , such  party has signed  a  Participan t Agreem en t with  the  Distribu tor), wh ich  
m ust be  subm itted as a  “Fu ture  Dated  Traded” se t for one  or m ore  Crea tion  Un its 
be tween  4:30 p .m . Easte rn  Tim e  and 5:30 p .m . Easte rn  Tim e  (the  “Order Window”) in  the  
m anne r se t forth  in  the  Participant Agreem ent and/or applicable  orde r form . Th is 
deadline  m ay be  extended upon  agreem ent be tween  the  transfe r agent, Au thorized 
Participan t and  the  applicable  Fund. In  the  case  of custom  orde rs, the  orde r m ust be 
rece ived  by the  transfer agent no  la te r than  3:00 p.m . Easte rn  Tim e. A Fund m ay a lso 
accept orders to  redeem  Creation  Un its, wh ich  m ust be  subm itted  as a  “Futu re  Dated 
Traded” se t for one  or m ore  Crea tion  Un its be tween  the  Order Window in  the  m anner 
se t forth  in  the  Participan t Agreem ent and/or applicable  orde r form . Th is deadline  m ay 
be  extended upon  agreem ent be tween the  transfe r agent, Authorized  Participan t and 
the  applicable  Fund. Shares of a  Fund, however created, will be  en te red  on  the  records 
of DTC in  the  nam e of Cede  & Co. for the  accoun t of a  DTC Participant. 
 
All orders from  investors who are  not Authorized  Participants to  create  Crea tion  Un its 
sha ll be  p laced  with  an  Au thorized  Participant, in  the  form  requ ired  by such  Authorized 
Participan t. In  addition , the  Authorized Participan t m ay request the  investor to  m ake  
certa in  repre sentations or en te r in to  agreem ents with  respect to  the  orde r, e .g., to 
provide  for paym ents of cash , when requ ired . Investors shou ld be  aware  tha t the ir 
particu la r broker m ay not have  executed a  Participan t Agreem ent and  that, the re fore , 
orde rs to  crea te  Creation  Un its of a  Fund have  to  be  p laced  by the  investor’s broker 
through  an  Au thorized  Participan t tha t has execu ted  a  Participan t Agreem en t. In  such  
cases there  m ay be  additiona l charges to  such  investor. At any given  tim e, the re  m ay be  
on ly a  lim ited  num ber of broker-dea le rs that have  executed  a  Participan t Agreem en t. 
Those  pe rsons p lacing orde rs shou ld ascerta in  the  deadlines applicable  to  DTC and the  
Fede ra l Reserve  Bank wire  system  by contacting the  operations departm ent of the  broker 
or depository in stitu tion  e ffectuating such  transfe r of Deposit Instrum ents (as de fined 
be low) and  Cash  Com ponen t (as de fined  be low). Those  p lacing orders for Crea tion  Un its 
through  the  Clearing Process shou ld  a fford  su fficien t tim e  to  perm it prope r subm ission  
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o f the  order to  the  Distribu tor prior to  the  end  of the  Order Window. Order for Creation  
Un its tha t a re  e ffected  outside  of the  Clearing Process are  like ly to requ ire  transm itta l by 
the  DTC Participant earlie r on  the  Transm itta l Date  than  orders e ffected  using the  
Clearing Process. The  de live ry of Crea tion  Un its crea ted  th rough  the  Clearing Process will 
occur no  la te r than  the  second Business Day following the  Transm itta l Date  (T+2). 
 
A “Deposit Instrum en t” (an  in -kind  deposit o f a  designated  portfo lio  of secu ritie s and 
o the r in strum ents) m ust be  de livered  to  the  Trust through DTC or NSCC, and  Deposit 
In strum ents wh ich  are  non-U.S. securitie s, if applicable , m ust be  de live red  to an  account 
m ain ta ined  at the  applicable  loca l sub-custodian  of the  Trust on  or be fore  the  
In te rna tiona l Contractua l Se ttlem ent Date , as de fined  be low. If a  Deposit Security is an  
ADR or sim ila r dom estic instrum en t, it  m ay be  de live red  to the  Custodian . Deposit 
In strum ents m ust be  de live red  to  a  Fund through  the  applicable  processes se t forth  in  
the  Participan t Agreem ent. 
 
Bene ficia l Owners of a  Fund’s share s m ay se ll the ir share s in  the  secondary m arke t, bu t 
m ust accum ula te  enough  share s to  constitu te  a  Creation  Un it to  redeem  th rough the 
Fund. The  Funds will not redeem  shares in  am ounts less than  Creation  Un its and  the re  
can  be  no  assurance  tha t the re  will be  su fficien t liqu id ity in  the  public trad ing m arke t a t 
any tim e to  pe rm it assem bly of a  Crea tion  Un it. Investors shou ld expect to  incu r 
custom ary broke rage  and  other costs in  connection  with  assem bling a  su fficien t num ber 
of a  Fund’s share s to  constitu te  a  redeem able  Creation  Un it. Redem ption  requests m ust 
be  p laced  by or through  an  Authorized  Participan t. Creation  Un its will be  redeem able  at 
the ir NAV per Creation  Un it next de te rm ined afte r rece ip t of a  request for redem ption  by 
the  applicable  Fund. 
 
In  connection  with  taking de livery of share s of non-U.S. Fund Securitie s, if applicable , 
upon  redem ption  of share s of a  Fund, a  redeem ing Bene ficia l Owner, or Authorized 
Participan t acting on  beha lf of such  Bene ficia l Owner, m ust m ain ta in  appropriate  security 
a rrangem ents with  a  qua lified  broker-dea le r, bank or o the r custody provider in  each 
ju risd iction  in  wh ich  any of the  Fund Securitie s a re  custom arily traded , to  wh ich  accoun t 
the  Fund Securitie s will be  de livered. 
 
To  the  exten t contem pla ted  by an  Authorized  Participan t’s agreem ent, in  the  event the 
Au thorized  Participan t has subm itted  a  redem ption  request in  proper form  but is unable  
to  transfer a ll or part of the  Creation  Un it to  be  redeem ed to the  Funds’ transfe r agent, 
the  transfe r agent will none the le ss accept the  redem ption  request in  re liance  on  the  
unde rtaking by the  Authorized Participant to  de liver the  m issing share s as soon as 
possib le . Such  unde rtaking sha ll be  secured by the  Authorized  Participan t’s de livery and  
m ain tenance  of co lla te ra l consisting of cash  having a  va lue  (m arked to m arke t da ily) a t 
le ast equa l to  102% (105% for in te rna tiona l secu ritie s), wh ich  the  Advise r or the  Trading 
Sub-Adviser m ay change  from  tim e  to  tim e , of the  va lue  of the  m issing share s. 
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Pu rch a se  a n d  Issu a n ce  o f Cre a t ion  Un it s  
 
The  conside ration  for pu rchase  of a  Creation  Un it of share s of a  Fund gene ra lly consists 
of Deposit In strum ents and  an  am oun t of cash  com puted  as described  be low (the  “Cash  
Com ponent” som e tim es a lso  re fe rred  to  as the  “Balancing Am ount”). Toge the r, the  
Deposit In strum ents (and/or any cash  with  respect to  cash  pu rchases and  cash-in-lieu  
am oun ts) and  the  Cash  Com ponent constitu te  the  “Fund Deposit,” wh ich  repre sen ts the  
m in im um  in itia l and  subsequen t investm ent am oun t for a  Creation  Un it of a  Fund. The  
Cash  Com ponent se rves the  function  of com pensa ting for any d iffe rences be tween  the  
NAV per Creation  Un it and  the  “Deposit Am ount” (an  am ount equa l to  the  aggrega te  
m arke t va lue  of the  Deposit In strum ents and/or cash  in  lieu  of a ll o r a  portion  of the  
Deposit Instrum en ts). 
 
A Creation  Un it will gene ra lly not be  issued  until the  transfer of good title  to  the  applicable  
Fund of the  Deposit In strum ents and  the  paym ent of the  Cash  Com ponent, the  Creation  
Transaction  Fee  (as d iscussed  be low) and  any o the r requ ired  cash  am ounts have  been  
com ple ted. To the  extent contem pla ted  by the  applicable  Participan t Agreem en t, 
Creation  Un its of the  Fund will be  issued  to  such  Authorized  Participant notwithstanding 
the  fact that the  corre sponding Fund Deposits have  not been  rece ived  in  part or in  whole , 
in  re liance  on  the  undertaking of the  Authorized Participan t to  de liver the  m issing Deposit 
In strum ents as soon as possib le , wh ich  undertaking sha ll be  secured by such  Authorized 
Participan t’s de livery and  m ain tenance  of co lla te ra l consisting of cash  in  the  form  of U.S. 
dolla rs in  im m ediate ly ava ilab le  funds having a  va lue  (m arked to  m arke t da ily) a t le ast 
equa l to  102% (105% for in te rnationa l secu rities) wh ich  the  Advise r or the  Trading Sub-
Advise r m ay change  from  tim e  to  tim e  of the  va lue  of the  m issing Deposit Instrum en ts. 
Such  cash  colla te ra l m ust be  de live red  no  la te r than  2:00 p .m ., Easte rn  Tim e, on  the 
con tractua l se ttlem en t da te . The  Participant Agreem en t will pe rm it a  Fund to  use  such  
colla te ra l to  buy the  m issing Deposit In strum ents a t any tim e  and will subject the  
Au thorized  Participant to  liab ility for any shortfall be tween  the  cost to  the  applicable  Fund 
of purchasing such  secu ritie s and  the  va lue  of the  co lla te ra l. 
 
De live ry o f Re d e m p t ion  Proce e d s 

 
De liverie s of secu rities to  Authorized  Participants in  connection  with  redem ption  orders 
a re  genera lly expected  to be  m ade  with in  two Business Days. Due  to  the  schedu le  of 
holidays in  certa in  countrie s, however, the  de live ry of in -kind  redem ption  proceeds for a  
Fund m ay take  longe r than  two Business Days a fte r the  day on  which  the  redem ption 
request is  rece ived  in  proper form . Section  22(e ) of the  1940 Act genera lly proh ib its a  
registe red  open-end m anagem ent investm ent com pany from  postpon ing the  da te  of 
sa tisfaction  of redem ption  requests for m ore  than  seven  days a fte r the  tender of a  
security for redem ption . Th is proh ib ition  can  cause  ope rationa l d ifficu ltie s for ETFs that 
hold  fore ign  investm ents and  exchange  in-kind baske ts for Creation  Un its. For exam ple , 
loca l m arke t de live ry cycle s for transfe rring fore ign  investm ents to  redeem ing investors, 
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toge the r with  loca l m arke t holiday schedu le s, can  som etim es requ ire  a  de live ry process 
in  excess of seven  days. However, Ru le  6c-11 grants re lie f from  Section  22(e ) to  pe rm it 
an  ETF to de lay satisfaction  of a  redem ption  request for m ore  than  seven  days if a  loca l 
m arke t holiday, or se rie s of consecu tive  holidays, or the  extended de live ry cycles for 
transfe rring fore ign  investm ents to  redeem ing Authorized  Participan ts, or the 
com bination  the reof prevents tim e ly de live ry of the  fore ign  investm ent included  in  the  
ETF’s baske t. Unde r th is exem ption , an  ETF m ust de liver fore ign  investm ents as soon  as 
practicable , bu t in  no  event la te r than  15 days a fte r the  tender to  the  ETF. The  exem ption  
there fore  will pe rm it a  de lay on ly to the  exten t tha t additiona l tim e for se ttlem en t is 
actua lly requ ired , when a  loca l m arke t holiday, or se rie s of consecutive  holidays, or the  
extended de livery cycles for transferring fore ign  investm en ts to  redeem ing au thorized 
participan ts prevents tim e ly de livery of the  fore ign  investm en t included in  the  ETF’s 
baske t. If a  fore ign  investm ent se ttles in  le ss than  15 days, Ru le  6c-11 requ ire s an  ETF to 
de live r it pursuan t to  the  standard  se ttlem en t tim e  of the  loca l m arke t where  the  
investm ent trades. Ru le  6c-11 de fines “fore ign  investm en t” as any secu rity, asse t or o ther 
position  of the  ETF issued  by a  fore ign  issuer (as de fined  by Ru le  3b-4 unde r the  1934 
Act), and  that is  traded  on  a  trad ing m arke t outside  of the  Un ited  Sta te s. Th is de fin ition  
is not lim ited  to  “fore ign  securitie s,” bu t a lso  includes othe r investm ents that m ay not be  
considered secu ritie s. Although these  o the r investm ents m ay not be  securities, they m ay 
pre sen t the  sam e cha llenges for tim e ly se ttlem en t as fore ign  securities if they are  
transfe rred  in  kind . 
 
The  redem ption  proceeds for a  Creation  Un it gene ra lly consist of the  Deposit 
In strum ents—as announced on  the  Business Day of the  request for redem ption  rece ived 
in  prope r form —plus or m inus cash  in  an  am ount equa l to  the  d iffe rence  be tween  the  
ne t asse t va lue  of the  Fund share s (pe r Creation  Un it) be ing redeem ed, as next 
de te rm ined  on  the  Transm itta l Date  a fte r rece ip t of a  request in  proper form  on the  
Subm ission  Date , and  the  aggregate  m arke t value  of the  Deposit Instrum en ts (the  “Cash  
Redem ption  Am ount”), le ss the  applicable  Redem ption  Transaction  Fee  (as described  
be low) and , if applicable , any operationa l processing and  brokerage  costs, transfe r fees 
or stam p taxes. In  the  event that the  Deposit In strum ents have  an  aggrega te  m arke t 
va lue  greate r than  the  ne t asse t va lue  of the  Fund’s share s (per Creation  Un it), a 
com pensating cash  paym en t equal to  the  d iffe rence  p lus the  applicable  Redem ption 
Transaction  Fee  and, if applicable , any ope ra tiona l processing and brokerage  costs, 
transfe r fees or stam p taxes, is  requ ired  to  be  m ade  by or th rough  an  Authorized 
Participan t by the  redeem ing shareholde r. 
 
Cre a t ion  a n d  Re d e m p t ion  Ord e r s  Ou t s id e  t h e  Cle a r in g Proce ss  

 
As described  above , the  Clearing Process is the  process of crea ting or redeem ing Creation  
Un its th rough  the  Continuous Net Se ttlem en t System  of the  NSCC. Fund Deposits m ade  
outside  the  Clearing Process m ust be  de live red  through  a  DTC Participant tha t has 
executed a  Participant Agreem en t with  the  Trust, the  Distribu tor and  the  Adm in istrator. 
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A DTC Participant who wishes to  p lace  an  orde r crea ting Creation  Units to  be  e ffected 
outside  the  Clearing Process need  not be  a  Participa ting Party, bu t such  orde rs m ust sta te  
that the  DTC Participan t is  not u sing the  Clearing Process and  tha t the  crea tion  of 
Creation  Un its will instead  be  e ffected  th rough  a  transfe r of secu ritie s and  cash  d irectly 
through  DTC. The  Fund Deposit transfe r m ust be  ordered  by the  DTC Participan t on  the  
Subm ission  Date  in  a  tim e ly fash ion  so  as to  ensu re  the  de livery of the  requ isite  num ber 
of Deposit Securities th rough  DTC to the  account of the  Trust by no  la te r than  11:00 a .m ., 
Easte rn  Tim e , of the  next Business Day im m edia te ly fo llowing the  Transm itta l Date . All 
questions as to  the  num ber of Deposit In strum en ts to  be  de livered, and  the  va lid ity, form  
and e ligib ility (including tim e  of rece ipt) for the  deposit of any tendered securitie s, will be  
de te rm ined  by the  Trust, whose  de te rm ina tion  sha ll be  fina l and  b inding. The  cash  equal 
to  the  Cash  Com ponent m ust be  transferred  d irectly to  the  Adm in istra tor through  the  
Fede ra l Reserve  wire  system  in  a  tim e ly m anner so as to  be  rece ived  by the  Adm in istrator 
no la te r than  2:00 p.m ., Easte rn  Tim e, on  the  next Business Day im m edia te ly fo llowing 
the  Transm itta l Date . An  orde r to  create  Creation  Un its outside  the  Clearing Process is 
deem ed rece ived  by the  Distributor on  the  Transm itta l Date  if (i) such  orde r is  rece ived 
by the  Distributor du ring the  Orde r Window on the  Subm ission  Date ; and  (ii) a ll o the r 
procedures se t forth  in  the  Participan t Agreem ent are  prope rly fo llowed. However, if the  
Adm in istrator does not rece ive  both  the  requ isite  Deposit Securitie s and  the  Cash  
Com ponent by 11:00 a .m . and  2:00 p.m ., re spective ly, on  the  next Business Day 
im m edia te ly fo llowing the  Transm itta l Date , such  order will be  cance lled . Upon  written  
notice  to the  Distribu tor, such  cance lled  orde r m ay be  re subm itted  the  fo llowing 
Business Day using the  Fund Deposit as newly constitu ted  to  re flect the  then  current NAV 
of a  Fund. The  de livery of Creation  Un its so  crea ted will occur no  la te r than  the  second 
Business Day fo llowing the  Transm itta l Date  (T+2).  
 
Creation  Un its m ay be  created  in  advance  of rece ip t by the  Trust of a ll or a  portion  of the  
applicable  Deposit In strum ents as described  be low. In  these  circum stances, the  in itia l 
deposit will have  a  va lue  grea te r than  the  NAV of the  Shares on  the  Transm itta l Date  in  
proper form  since  in  addition  to  ava ilab le  Deposit In strum ents, cash  m ust be  deposited 
in  an  am ount equa l to  the  sum  of (i) the  Cash  Com ponent, p lus (ii) 102% (105% for 
in te rnationa l secu ritie s) of the  m arke t va lue  of the  unde livered  Deposit Securitie s (the  
“Additiona l Cash  Deposit”). The  orde r sha ll be  deem ed to  be  rece ived on  the  Subm ission  
Date  provided  tha t the  orde r is  p laced  in  proper form  during the  Order Window on  such  
da te  and federa l funds in  the  appropria te  am ount a re  deposited with  the  Adm in istra tor 
by 11:00 a .m ., Easte rn  Tim e, on  the  Business Day fo llowing the  Transm itta l Date . If the 
orde r is  not p laced  in  prope r form  during the  Orde r Window on  the  Subm ission  Date  or 
fede ra l funds in  the  appropriate  am oun t a re  not rece ived  by 11:00 a.m . on  the  Business 
Day fo llowing the  Transm itta l Date , then  the  orde r m ay be  deem ed to be  re jected  and 
the  investor sha ll be  liab le  to  the  Trust for losse s, if any, re su lting the re from . An 
additiona l am ount of cash  sha ll be  requ ired  to  be  deposited  with  the  Trust, pending 
de live ry of the  m issing Deposit In strum ents to  the  exten t necessary to  m ain ta in  the  
Additiona l Cash  Deposit with  the  Trust in  an  am oun t a t le ast equa l to  102% (105% for 



 

78 
 

in te rnationa l securitie s) of the  da ily m arked to m arke t va lue  of the  m issing Deposit 
In strum ents. To  the  extent tha t m issing Deposit In strum en ts a re  not rece ived  by 1:00 
p .m ., Easte rn  Tim e, on  the  second Business Day fo llowing the  Transm itta l Date  or in  the  
event a  m ark to  m arke t paym ent is  not m ade  with in  one  Business Day fo llowing 
notification  by the  Distributor that such  a  paym ent is  requ ired , the  Trust m ay use  the  
cash  on  deposit to  purchase  the  m issing Deposit In strum ents. Au thorized  Participan ts 
will be  liab le  to  the  Trust for the  costs incu rred  by the  Trust in  connection  with  any such  
purchases. These  costs will be  deem ed to  include  the  am ount by wh ich  the  actua l 
pu rchase  price  of the  Deposit In strum ents exceeds the  m arke t va lue  of such  Deposit 
In strum ents on  the  Transm itta l Date  by the  Distribu tor p lus the  broke rage  and  re lated 
transaction  costs associa ted  with  such  purchases. The  Trust will re turn  any unused 
portion  of the  Additiona l Cash  Deposit once  a ll o f the  m issing Deposit In strum ents have  
been  properly rece ived  by the  Adm in istrator or pu rchased  by the  Trust and  deposited 
in to  the  Trust. In  addition , a  transaction  fee  will be  charged  in  a ll cases. The  de livery of 
Creation  Un its of the  applicable  Fund so  created  will occur no  la te r than  the  second 
Business Day fo llowing the  Transm itta l Date . However, as d iscussed  in  the  section  be low, 
the  Funds re serve  the  righ t to  se ttle  Creation  Un it transactions on  a  basis o the r than  the 
second Business Day fo llowing the  Transm itta l Date  to accom m odate  fore ign  m arke t 
holiday schedu le s, to  account for d iffe ren t trea tm ent am ong fore ign  and  U.S. m arke ts of 
d ividend record  da te s and  ex-d ividend da te s (tha t is  the  last day the  holde r of a  security 
can  se ll the  security and  still rece ive  d ividends payable  on  the  secu rity), and  in  certa in  
o the r circum stances. The  Authorized Participant sha ll be  liab le  to  the  applicable  Fund for 
losse s, if any, re su lting from  unse ttled  orde rs. 
 
Orde rs to  redeem  Creation  Un its outside  the  Clearing Process m ust be  de live red  through  
a  DTC Participan t tha t has executed  the  Participan t Agreem en t. A DTC Participant who 
wishes to  p lace  an  orde r for redem ption  of Creation  Un its to  be  e ffected  ou tside  the  
Clearing Process need  not be  a  Participa ting Party, but such  orde rs m ust sta te  that the  
DTC Participant is  not using the  Clearing Process and  tha t redem ption  of Creation  Un its 
will in stead  be  e ffected through  transfe r of Shares d irectly through DTC. An  orde r to  
redeem  Creation  Un its outside  the  Clearing Process is deem ed rece ived  by the  
Adm in istrator on  the  Transm itta l Date  if (i) such  orde r is rece ived  by the  Adm in istrator 
du ring the  Order Window on the  Subm ission  Date ; (ii) such  orde r is  accom pan ied  or 
proceeded by the  requisite  num ber of shares of the  applicable  Fund and/or the  Cash  
Redem ption  Am ount specified  in  such  order, wh ich  de livery m ust be  m ade  th rough  DTC 
to  the  Adm in istrator no la te r than  11:00 a .m . and  2:00 p .m ., re spective ly, Easte rn  Tim e, 
on  the  next Business Day fo llowing the  Transm itta l Date  (the  “DTC Cut-Off-Tim e”); and 
(iii) a ll o the r procedures se t forth  in  the  Participan t Agreem ent a re  prope rly fo llowed. 
 
Afte r the  Adm in istrator has deem ed an  orde r for redem ption  outside  the  Clearing 
Process rece ived , the  Adm in istrator will in itia te  procedures to  transfer the  requ isite  Fund 
Securitie s, wh ich  a re  expected  to  be  de livered  with in  two Business Days, and/or the  Cash  
Redem ption  Am ount to  the  Authorized  Participan t, on  beha lf of the  redeem ing Bene ficia l 
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Owner, by the  second Business Day fo llowing the  Transm itta l Date  on  which  such 
redem ption  orde r is  deem ed rece ived  by the  Adm in istrator. 
 
The  ca lcu lation  of the  va lue  of the  Fund Securitie s and  the  Cash  Redem ption  Am ount to  
be  de livered  upon  redem ption  will be  m ade  by the  Adm in istrator according to a  Fund’s 
e stab lished  eva luation  procedures com puted  on  the  Transm itta l Date . There fore , if a  
redem ption  orde r in  proper form  is subm itted  to  the  Adm in istra tor by a  DTC Participant 
du ring the  Order Window on the  Subm ission  Date , and the  requ isite  num ber of share s 
of the  Fund are  de live red  to  the  custodian  prior to  the  DTC Cut-Off-Tim e , then  the  va lue  
of the  Fund Securitie s and/or the  Cash  Redem ption  Am ount to  be  de live red  will be  
de te rm ined  by the  Adm in istra tor on  such  Transm itta l Date . If, however, a  redem ption  
orde r is  subm itted  to  the  Adm in istra tor by a  DTC Participant during the  Order Window 
on  the  Subm ission  Date , bu t e ithe r (1) the  requ isite  num ber of share s of the  Fund are  not 
de live red  by the  DTC Cut-Off-Tim e  as described above  on  the  next Business Day fo llowing 
the  Transm itta l Date  or (2) the  redem ption  orde r is  not subm itted  in  prope r form , then 
the  redem ption  orde r will not be  deem ed rece ived  as of the  Subm ission  Date . In  such 
case , the  va lue  of the  Fund Securitie s and  the  Cash  Redem ption  Am ount to  be  de livered 
will be  com puted  on  the  Business Day tha t such  order is  deem ed rece ived  by the  
Adm in istrator, i.e ., the  Business Day on  wh ich  the  share s of the  Fund are  de live red 
through  DTC to  the  Adm in istrator by the  DTC Cut-Off-Tim e  on  such  Business Day 
pursuant to  a  prope rly subm itted  redem ption  orde r. 
 
If it is  no t possib le  to  e ffect de live rie s of the  Fund Securitie s, the  Trust m ay in  its  d iscre tion  
exercise  its  option  to  redeem  such  share s in  cash , and  the  redeem ing Bene ficia l Owner 
will be  requ ired  to  rece ive  its redem ption  proceeds in  cash . In  addition , an  investor m ay 
request a  redem ption  in  cash  wh ich  a  Fund m ay, in  its  so le  d iscre tion , perm it. In  e ither 
case , the  investor will rece ive  a  cash  paym en t equa l to  the  NAV of its  share s based  on  the  
NAV of share s of the  Fund next de te rm ined  on  the  Transm itta l Date  (m inus a  redem ption  
transaction  fee  and  additiona l charge  for requested  cash  redem ptions specified  above , 
to  offse t the  Trust’s broke rage  and  other transaction  costs associated  with  the  d isposition  
of Fund Securitie s). A Fund m ay a lso , in  its  so le  d iscre tion , upon  request of a  shareholder, 
p rovide  such  redeem er a  portfo lio  of securitie s wh ich  d iffe rs from  the  exact com position 
of the  Fund Securitie s bu t does not d iffe r in  NAV. 
 
Redem ptions of share s for Fund Securities will be  subject to  com pliance  with  applicable  
fede ra l and  sta te  securitie s laws and  the  Funds (whethe r or not it  otherwise  pe rm its cash  
redem ptions) re se rve  the  righ t to  redeem  Crea tion  Un its for cash  to the  extent tha t a  
Fund cou ld not lawfu lly de liver specific Fund Securitie s upon redem ptions or cou ld  not 
do  so  withou t first registe ring the  Fund Securitie s under such  laws. An  Authorized 
Participan t or an  investor for wh ich  it is  acting subject to  a  lega l re striction  with  respect 
to  a  particu la r stock included in  the  Fund Securitie s applicable  to  the  redem ption  of a  
Creation  Un it m ay be  paid  an  equ iva lent am ount of cash . The  Authorized  Participant m ay 
request the  redeem ing Bene ficia l Owner of share s of a  Fund to  com ple te  an  order form  
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o r to  en te r in to  agreem ents with  re spect to  such  m atte rs as com pensa ting cash  paym ent, 
bene ficia l ownersh ip  of Shares or de livery in structions. The  Trust a lso  re serves the  right 
to  offe r an  “a ll cash” option  for redem ptions of Creation  Un its for a  Fund. 
 
Tra n sa ct ion  Fe e s 
  
A fixed  fee  payable  to  the  Custodian  is im posed on  each  crea tion  and  redem ption  
transaction  regard le ss of the  num ber of Creation  Un its involved  in  the  transaction  (“Fixed 
Fee”). Purchases and  redem ptions of Creation  Un its for cash  or involving cash-in -lieu  (as 
de fined  be low) a re  requ ired  to  pay an  additiona l variab le  charge  to com pensate  the  
Funds and  the ir ongoing shareholders for broke rage  and  m arke t im pact expenses 
re lating to Creation  Un it transactions (“Variable  Charge ,” and  toge the r with  the  Fixed  Fee, 
the  “Transaction  Fees”). With  the  approval of the  Board , the  Adviser m ay waive  or ad just 
the  Transaction  Fees, including the  Fixed  Fee  and/or Variab le  Charge  (shown  in  the  tab le  
be low), from  tim e  to  tim e. In  such  cases, the  Au thorized  Participant will re im burse  the  
Funds for, am ong o ther th ings, any d iffe rence  be tween  the  m arke t va lue  a t wh ich  the  
securities and/or financia l in strum en ts were  purchased  by the  Funds and  the  cash-in-lieu  
am oun t, applicable  registration  fees, brokerage  com m issions and certa in  taxes. In  
addition , pu rchasers of Crea tion  Un its a re  responsib le  for the  costs of transfe rring the  
Deposit Securitie s to  the  accoun ts of the  Funds. 

  
Investors who use  the  se rvices of a  broke r, or other such  in te rm ediary m ay be  charged  a  
fee  for such  se rvices. The  Transaction  Fee  for the  Funds is listed  in  the  tab le  be low. 

  
Fe e  for  In -Kin d  a n d  Ca sh  

Pu rch a se s  
Ma xim u m  Ad d it ion a l Va r ia b le  Ch a rge  for  

Ca sh  Pu rch a se s* 
$200 2.0% 

* As a  pe rcentage  of the  am oun t invested. 
  

Su sp e n s ion  of Cre a t ion s 
 
The  SEC has sta ted  its position  tha t an  ETF gene ra lly m ay suspend the  issuance  of 
Creation  Un its on ly for a  lim ited  tim e  and on ly due  to  extraord inary circum stances, such  
as when the  m arke ts on  wh ich  the  ETF’s portfo lio  hold ings are  traded  a re  closed for a 
lim ited  pe riod  of tim e . The  SEC has a lso  sta ted  tha t an  ETF cou ld  not se t transaction  fees 
so  h igh  as to  e ffective ly suspend the  issuance  of Creation  Un its. Circum stances in  wh ich  
a  Fund m ay re ject an  order include , but a re  not lim ited  to: (i) the  orde r is  not in  proper 
form ; (ii) the  pu rchaser or group of re la ted  pu rchase rs, upon  obta in ing the  Creation  Un its 
of Fund share s orde red, wou ld own  80% or m ore  of the  cu rrently outstanding share s of 
the  Fund; (iii) the  requ ired  conside ration  is not de live red; (iv) the  acceptance  of the  Fund 
Deposit wou ld , in  the  opin ion  of the  Fund, be  un lawfu l; or (vi) the re  exist circum stances 
outside  the  con tro l of the  Fund that m ake  it im possib le  to  process pu rchases of Crea tion  
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Un its for a ll p ractica l pu rposes. Exam ples of such  circum stances include : acts of God or 
public se rvice  or u tility problem s such  as fire s, floods, extrem e  weathe r conditions and 
power outages re su lting in  te lephone , te lecopy and com puter fa ilu re s; m arke t conditions 
or activitie s causing trad ing ha lts; system s fa ilu re s involving com puter or other 
in form ation  system s affecting the  Fund, the  Advise r, the  Distributor, DTC, NSCC, the  
transfe r agent, the  custodian , any sub-custodian  or any other participan t in  the  pu rchase  
process; and  sim ila r extraord inary events. The  Transfer Agen t sha ll notify a  prospective  
crea tor of a  Creation  Un it and/or the  Authorized  Participant acting on  beha lf of such  
prospective  creator of the  re jection  of the  order of such  pe rson . The  Trust, the  Funds, the  
Transfer Agen t, the  custodian , any sub-custodian  and the  Distributor are  under no  du ty, 
however, to  give  notifica tion  of any de fects or irregu laritie s in  the  de live ry of Fund 
Deposits, nor sha ll any of them  incur any liab ility for the  fa ilu re  to  give  any such  
notification . 

 
Su sp e n s ion  of Re d e m p t ion s 
 
An  ETF m ay suspend the  redem ption  of Crea tion  Un its on ly in  accordance  with  Section  
22(e ) of the  1940 Act. Section  22(e ) stipu late s tha t no  registe red  investm ent com pany 
sha ll suspend the  righ t of redem ption , or postpone  the  date  of paym ent or satisfaction  
upon  redem ption  of any redeem able  secu rity in  accordance  with  its  te rm s for m ore  than 
seven  days a fte r the  tender of such  security to  the  com pany or its  agen t designated  for 
that purpose  for redem ption , except (1) for any pe riod (A) during wh ich  the  NYSE is closed 
o the r than  custom ary week-end and  holiday closings or (B) du ring which  trad ing on  the  
NYSE is re stricted ; (2) for any pe riod  du ring wh ich  an  em ergency exists as a  re su lt of 
wh ich  (A) d isposa l by the  investm en t com pany of securitie s owned by it is  no t reasonably 
practicable  or (B) it is  no t reasonably practicable  for such  com pany fa irly to  de te rm ine  
the  va lue  of its  ne t asse ts; or (3) for such  other pe riods as the  SEC m ay by order perm it 
for the  protection  of security holde rs of the  investm ent com pany. 
 
Exce p t ion s  t o  Use  of Cre a t ion  Un it s  
 
Under Ru le  6c-11 of the  1940 Act, ETFs are  pe rm itted  to  se ll o r redeem  individua l shares 
on  the  day of consum m ation  of a  reorgan iza tion , m erge r, conversion , or liqu ida tion . In  
these  lim ited  circum stances, an  ETF m ay need  to  issue  or redeem  individua l shares and 
m ay need  to  transact withou t u tilizing Au thorized  Participants. 
 
Ta x St a t u s   
 
The  fo llowing d iscussion  is genera l in  na ture  and  shou ld  not be  regarded  as an  
exhaustive  pre sentation  of a ll possib le  tax ram ifica tions. All shareholde rs shou ld  consu lt 
a  qua lified  tax advisor regard ing the ir investm en t in  the  Funds. 
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The  Funds qua lify and  have  e lected  to  be  treated  as a  regu lated  investm ent com pany 
unde r Subchapter M of the  In te rna l Revenue  Code  of 1986, as am ended (the  "Tax Code"), 
and  in tend to  continue  to  so qua lify, which  requ ire s com pliance  with  certa in  
requ irem en ts concern ing the  sources of its  incom e , d ive rsifica tion  of its  asse ts, and  the  
am oun t and  tim ing of its  d istributions to  shareholde rs. Such  qua lifica tion  does not 
involve  supervision  of m anagem ent or investm ent practice s or policie s by any 
governm ent agency or bu reau . By so  qua lifying, the  Funds shou ld  not be  subject to  
fede ra l incom e  or excise  tax on  its ne t investm ent incom e or ne t capita l ga in , wh ich  a re  
d istributed  to  shareholde rs in  accordance  with  the  applicable  tim ing requ irem ents. Ne t 
investm ent incom e  and ne t capita l ga in  of the  Funds will be  com puted  in  accordance  with  
Section  852 of the  Tax Code . 

  
Ne t investm ent incom e is m ade  up  of d ividends and  in te re st le ss expenses. Ne t capita l 
ga in  for a  fisca l year is  com puted  by taking in to accoun t any capita l loss carryforward  of 
the  Funds. Capita l losses m ay be  carried  forward  inde fin ite ly and re ta in  the  characte r of 
the  origina l loss. Capita l loss carry forwards a re  ava ilab le  to  offse t fu ture  rea lized  capita l 
ga ins. To the  exten t that these  carry forwards are  used  to  offse t fu tu re  capita l ga ins it is 
probable  tha t the  am oun t offse t will not be  d istributed  to shareholders. 
 
At February 28, 2025, the  Fund had a  capita l loss carryforward  for fede ra l incom e  tax 
pu rposes ava ilab le  to  offse t fu tu re  capita l ga ins as fo llows: 
  

 
  

Each  Fund in tends to d istribu te  a ll o f its  ne t investm ent incom e, any excess of ne t short-
te rm  capita l ga ins ove r ne t long-te rm  capita l losse s, and  any excess of ne t long-te rm  
capita l ga ins over ne t short-te rm  capita l losse s in  accordance  with  the  tim ing 
requ irem en ts im posed  by the  Tax Code  and  the re fore  shou ld  not be  requ ired  to  pay any 
fede ra l incom e  or excise  taxes. Distributions of ne t investm ent incom e  will be  m ade 
m onth ly for the  Funds. Distribu tions of ne t capita l ga in , if any, will be  m ade  annually no 
la te r than  Decem ber 31 of each  year. Both  types of d istribu tions will be  in  share s of the  
Funds un less a  shareholde r e lects to  rece ive  cash . 

  
To  be  trea ted  as a  regu la ted  investm ent com pany unde r Subchapte r M of the  Tax Code , 
a  Fund m ust a lso (a ) de rive  at le ast 90% of its  gross incom e from  dividends, in te re st, 
paym en ts with  re spect to  securitie s loans, ne t incom e  from  ce rta in  publicly traded 
partnersh ips and  ga ins from  the  sa le  or o ther d isposition  of secu ritie s or fore ign 
currencies, or other incom e  (including, bu t not lim ited to, ga ins from  options, fu ture s or 
forward con tracts) derived  with  re spect to  the  business of investing in  such  secu ritie s or 
currencies, and  (b) d ive rsify its  hold ing so  that, a t the  end  of each  fisca l quarte r, (i) a t le ast 
50% of the  m arke t va lue  of a  Fund 's asse ts is  repre sented by cash , U.S. gove rnm ent 

Fund Short-Term  Long-Term  Total  Utilized 
Beacon Tactical Risk ETF 1,974,017  -  1,974,017  947 
Beacon Selective Risk ETF 1,004,163  35,688  1,039,851  - 
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securities and  securities of other regu la ted  investm ent com pan ie s, and  othe r secu ritie s 
(for pu rposes of th is ca lcu la tion , gene ra lly lim ited  in  re spect of any one  issuer, to  an 
am oun t not grea te r than  5% of the  m arke t va lue  of a  Fund 's asse ts and  10% of the 
outstanding voting securities of such  issuer) and  (ii) no t m ore  than  25% of the  va lue  of its 
asse ts is  invested  in  the  securities of (other than  U.S. gove rnm ent secu ritie s or the  
securities of other regu la ted investm en t com pan ie s) any one  issuer, two or m ore  issuers 
that a  Fund contro ls and  that a re  de te rm ined  to  be  engaged in  the  sam e  or sim ila r trades 
or businesses, or the  securities of ce rta in  publicly traded  partne rsh ips. 

 
If a  Fund fa ils to  qua lify as a  regu lated  investm ent com pany under Subchapter M in  any 
fisca l year, it  will be  trea ted  as a  corporation  for fede ra l incom e  tax pu rposes. As such , 
the  Fund wou ld  be  requ ired  to  pay incom e  taxes on  its  ne t investm en t incom e  and ne t 
rea lized capita l ga ins, if any, a t the  rate s genera lly applicable  to  corpora tions. 
Shareholders of a  Fund genera lly wou ld  not be  liab le  for incom e tax on  the  Fund’s ne t 
investm ent incom e or ne t rea lized capita l ga ins in  the ir individua l capacitie s. 
Distribu tions to  shareholde rs, whe the r from  a  Fund’s ne t investm en t incom e  or ne t 
rea lized  capita l ga ins, wou ld  be  treated  as taxable  d ividends to the  extent of cu rrent or 
accum ula ted  earn ings and  profits of the  Fund. 
  
Each  Fund is subject to  a  4% nondeductib le  excise  tax on  certa in  undistributed  am oun ts 
of ord inary incom e and capita l ga in  unde r a  pre scribed form ula con ta ined in  Section  
4982 of the  Tax Code . The  form ula  requ ire s paym en t to  shareholders du ring a  ca lendar 
year of d istributions repre senting a t least 98% of a  Fund 's ord inary incom e  for the  
ca lendar year and  at least 98.2% of its  capita l ga in  ne t incom e  (i.e ., the  excess of its  capita l 
ga ins ove r capita l losses) rea lized  du ring the  one-year period  ending Octobe r 31 du ring 
such  year p lus 100% of any incom e  tha t was ne ither d istributed  nor taxed  to  a  Fund 
during the  preceding calendar year. Under ord inary circum stances, the  Funds expect to  
tim e  the ir d istributions so  as to  avoid  liab ility for th is tax. 
  
The  fo llowing d iscussion  of tax consequences is for the  gene ral in form ation  of 
shareholde rs that are  subject to  tax. Shareholde rs that are  IRAs or other qua lified 
re tirem en t p lans are  exem pt from  incom e  taxation  unde r the  Tax Code . 
  
Distribu tions of taxable  ne t investm en t incom e and the  excess of ne t short-te rm  capita l 
ga in  ove r ne t long-te rm  capita l loss are  taxable  to  shareholders as ord inary incom e. 
  
Distribu tions of ne t capita l ga in  ("capita l gain  d ividends") gene ra lly a re  taxable  to  
shareholde rs as long-te rm  capita l ga in ; regard le ss of the  length  of tim e  the  share s of the  
Trust have  been  he ld  by such  shareholders. 

  
Ce rta in  U.S. shareholders, including individua ls and  e states and  trusts, a re  subject to  an  
additiona l 3.8% Medicare  tax on  a ll o r a  portion  of the ir “ne t investm en t incom e,” wh ich  
shou ld  include  d ividends from  the  Funds and  ne t ga ins from  the  d isposition  of share s of 
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the  Funds. U.S. shareholde rs are  u rged  to consu lt the ir own tax advisors regard ing the  
im plica tions of the  additiona l Medicare  tax re su lting from  an  investm en t in  the  Funds. 
  
Redem ption  of Fund share s by a  shareholder will re su lt in  the  recogn ition  of taxable  ga in  
or loss in  an  am ount equal to  the  d iffe rence  be tween  the  am ount rea lized  and  the  
shareholde r's tax basis in  h is or her Fund shares. Such  ga in  or loss is  trea ted  as a  capita l 
ga in  or loss if the  shares a re  he ld  as capita l asse ts. However, any loss rea lized  upon  the 
redem ption  of share s with in  six m on ths from  the  da te  of the ir purchase  will be  trea ted 
as a  long-te rm  capita l loss to  the  exten t of any am oun ts treated as capita l ga in  d ividends 
du ring such  six-m on th  pe riod. All or a  portion  of any loss rea lized  upon  the  redem ption  
of share s m ay be  d isallowed to  the  exten t share s are  purchased  (including share s 
acqu ired  by m eans of re invested d ividends) with in  30 days be fore  or a fte r such  
redem ption . 
  
Distribu tions of taxable  ne t investm ent incom e  and ne t capita l ga in  will be  taxable  as 
described  above , whe the r rece ived  in  additiona l cash  or share s. Shareholde rs e lecting to 
rece ive  d istribu tions in  the  form  of additiona l share s will have  a  cost basis for fede ra l 
incom e  tax pu rposes in  each  share  so  rece ived  equal to  the  ne t asse t va lue  of a  share  on 
the  re investm ent date . 
  
All d istribu tions of taxable  ne t investm ent incom e and ne t capita l ga in , whe the r rece ived 
in  share s or in  cash , m ust be  reported  by each  taxable  shareholder on  h is or her federa l 
incom e  tax re turn . Dividends or d istributions decla red  in  Octobe r, Novem ber or 
Decem ber as of a  record  da te  in  such  a  m onth , if any, will be  deem ed to  have  been 
rece ived  by shareholders on  Decem ber 31, if pa id  du ring January of the  fo llowing year. 
Redem ptions of share s m ay re su lt in  tax consequences (ga in  or loss) to  the  shareholder 
and  a re  a lso  subject to  these  reporting requ irem ents. 
  
Under the  Tax Code , the  Funds are  requ ired  to report to  the  In te rna l Revenue  Service  a ll 
d istributions of taxable  incom e  and capita l gains as we ll as gross proceeds from  the  
redem ption  or exchange  of Fund share s, except in  the  case  of certa in  exem pt 
shareholde rs. Under the  backup withhold ing provisions of Section  3406 of the  Tax Code , 
d istributions of taxable  ne t investm en t incom e and ne t capita l ga in  and  proceeds from  
the  redem ption  or exchange  of the  share s of a  regu lated  investm ent com pany m ay be  
subject to  withhold ing of federa l incom e tax in  the  case  of non-exem pt shareholde rs who 
fa il to  fu rn ish  the  investm en t com pany with  the ir taxpaye r identification  num bers and 
with  requ ired  ce rtifications regard ing the ir sta tus unde r the  federa l incom e  tax law, or if 
the  Funds are  notified  by the  IRS or a  broker tha t withhold ing is requ ired  due  to  an  
incorrect TIN or a  previous fa ilu re  to  report taxable  in te rest or d ividends. If the  
withhold ing provisions a re  applicable , any such  d istribu tions and  proceeds, whe the r 
taken  in  cash  or re invested  in  additiona l share s, will be  reduced by the  am oun ts requ ired 
to  be  withhe ld . 
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Options, Fu ture s, Forward  Contracts and  Swap Agreem en ts  
 
To  the  extent such  investm ents are  perm issib le  for a  Fund, the  Fund’s transactions in  
options, fu tu re s con tracts, hedging transactions, forward  contracts, straddle s and  fore ign 
currencies will be  subject to  specia l tax ru le s (including m ark-to-m arke t, constructive  sa le , 
straddle , wash  sa le  and  short sa le  ru le s), the  e ffect of wh ich  m ay be  to  acce le rate  incom e 
to the  Fund, de fer losse s to  the  Fund, cause  ad justm ents in  the  hold ing periods of the 
Fund’s securitie s, conve rt long-te rm  capita l ga ins in to  short-te rm  capita l ga ins and 
convert short-te rm  capita l losse s in to  long-te rm  capita l losses. These  ru le s cou ld  
there fore  a ffect the  am ount, tim ing and  characte r of d istributions to  shareholders. 
  
To  the  extent such  investm ents are  perm issib le , ce rta in  of the  Funds’ hedging activities 
(including the ir transactions, if any, in  fore ign  cu rrencie s or fore ign  cu rrency-
denom inated in strum en ts) are  like ly to produce  a  d iffe rence  be tween  its  book incom e 
and its taxable  incom e . If a  Fund 's book incom e exceeds its taxable  incom e , the  
d istribution  (if any) of such  excess book incom e  will be  trea ted  as (i) a  d ividend to  the  
extent of a  Fund 's rem ain ing earn ings and  profits (including earn ings and  profits arising 
from  tax-exem pt incom e), (ii) the reafte r, as a  re tu rn  of capita l to  the  exten t of the  
recip ient's  basis in  the  share s, and  (iii) the reafte r, as ga in  from  the  sa le  or exchange  of a  
capita l asse t. If a  Fund's book incom e is le ss than  taxable  incom e , a  Fund cou ld  be  
requ ired  to  m ake  d istributions exceeding book incom e  to qua lify as a  regu lated 
investm ent com pany tha t is  accorded  specia l tax treatm en t. 
 
Passive  Fore ign  Investm ent Com pan ies  

 
Investm en t by the  Fund in  certa in  “passive  fore ign  investm ent com pan ie s” (“PFICs”) cou ld 
subject the  Fund to a  U.S. fede ra l incom e  tax (including in te rest charges) on  d istribu tions 
rece ived  from  the  com pany or on  proceeds rece ived  from  the  d isposition  of share s in  the  
com pany, wh ich  tax cannot be  e lim ina ted  by m aking d istributions to  Fund shareholders. 
However, the  Fund m ay e lect to  trea t a  PFIC as a  “qua lified  e lecting fund” (“QEF”), in  wh ich  
case  the  Fund will be  requ ired  to include  its  share  of the  com pany’s incom e  and ne t 
capita l ga ins annually, regard le ss of whe ther it rece ives any d istribu tion  from  the  
com pany.  

 
The  Fund a lso  m ay m ake  an  e lection  to  m ark the  ga ins (and to  a  lim ited exten t losses) in  
such  hold ings “to  the  m arke t” as though  it had  so ld  and  repurchased  its  hold ings in  those  
PFICs on  the  last day of the  Fund’s taxable  year. Such  ga ins and  losse s are  trea ted  as 
ord inary incom e and loss. The  QEF and m ark-to-m arke t e lections m ay acce le rate  the  
recogn ition  of incom e  (without the  rece ip t of cash ) and  increase  the  am oun t requ ired  to 
be  d istributed  for the  Fund to avoid taxation . Making e ither of these  e lections the re fore  
m ay requ ire  the  Fund to  liqu ida te  other investm ents (including when  it is  not 
advan tageous to do so) to  m eet its d istribution  requ irem ent, wh ich  a lso  m ay acce le ra te  
the  recogn ition  of ga in  and  affect the  Fund’s tota l re turn .  
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Fore ign  Currency Transactions  

 
The  Fund’s transactions in  fore ign  cu rrencie s, fore ign  currency-denom inated debt 
securities and  certa in  fore ign  currency options, fu tu re s con tracts and  forward  contracts 
(and  sim ila r instrum en ts) m ay give  rise  to  ord inary incom e  or loss to  the  exten t such  
incom e  or loss re su lts from  fluctuations in  the  va lue  of the  fore ign  cu rrency conce rned .  
 
Fore ign  Taxation   
 
Incom e rece ived  by the  Fund from  sources with in  fore ign  countrie s m ay be  subject to  
withhold ing and  other taxes im posed  by such  coun tries. Tax treatie s and  conventions 
be tween  certa in  countrie s and the  U.S. m ay reduce  or e lim ina te  such  taxes. If m ore  than  
50% of the  va lue  of the  Fund’s tota l asse ts a t the  close  of its  taxable  year consists of 
securities of fore ign  corporations, the  Fund m ay be  ab le  to  e lect to  “pass through” to  its 
shareholde rs the  am oun t of e ligib le  fore ign  incom e and sim ila r taxes pa id  by the  Fund. 
If th is e lection  is m ade , a  shareholder genera lly subject to  tax will be  requ ired  to include  
in  gross incom e  (in  addition  to taxable  d ividends actua lly rece ived) h is or her pro rata  
share  of the  fore ign  taxes pa id  by the  Fund, and  m ay be  en titled  e ither to  deduct (as an  
item ized deduction ) h is or he r pro  ra ta  share  of fore ign  taxes in  com puting h is or her 
taxable  incom e  or to  use  it as a  fore ign  tax credit aga inst h is or her U.S. federa l incom e 
tax liab ility, subject to  ce rta in  lim ita tions. In  particu la r, a  shareholde r m ust hold  h is or her 
share s (without protection  from  risk of loss) on  the  ex-d ividend date  and  for a t le ast 15 
m ore  days during the  30-day pe riod  surrounding the  ex-d ividend da te  to  be  e ligib le  to  
cla im  a  fore ign  tax credit with  re spect to  a  ga in  d ividend. No deduction  for fore ign  taxes 
m ay be  cla im ed by a  shareholder who does not item ize  deductions. Each  shareholder 
will be  notified  with in  60 days a fte r the  close  of the  Fund’s taxable  year whether the  
fore ign  taxes pa id  by the  Fund will “pass through” for tha t year.  

 
Genera lly, a  credit for fore ign  taxes is subject to  the  lim itation  tha t it  m ay not exceed  the  
shareholde r’s U.S. tax attributable  to  h is or her tota l fore ign  source  taxable  incom e . For 
th is pu rpose , if the  pass-through  e lection  is m ade , the  source  of the  Fund’s incom e will 
flow th rough to  shareholde rs of the  Fund. With  re spect to  the  Fund, ga ins from  the  sa le  
of secu ritie s will be  treated  as derived from  U.S. sources and  ce rta in  currency fluctua tion  
ga ins, including fluctuation  ga ins from  fore ign  cu rrency-denom inated debt securitie s, 
rece ivable s and  payable s will be  treated  as ord inary incom e  de rived  from  U.S. sources. 
The  lim itation  on  the  fore ign  tax credit is  applied  separate ly to  fore ign  source  passive  
incom e , and  to  certa in  o the r types of incom e . A shareholde r m ay be  unable  to  cla im  a 
credit for the  fu ll am oun t of h is or he r proportionate  share  of the  fore ign  taxes pa id  by 
the  Fund. The  fore ign  tax credit can  be  used  to offse t on ly 90% of the  revised  a lte rna tive  
m in im um  tax im posed  on  corporations and  individua ls and  fore ign  taxes gene ra lly are  
not deductib le  in  com puting a lte rnative  m in im um  taxable  incom e .  
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Origina l Issue  Discount and  Pay-In-Kind Securitie s  
 

Current fede ra l tax law requ ire s the  holde r of a  U.S. Treasu ry or other fixed  incom e  zero 
coupon  security to  accrue  as incom e each  year a  portion  of the  d iscount a t wh ich  the  
security was purchased , even  though the  holder rece ives no in te re st paym en t in  cash  on  
the  security du ring the  year. In  addition , pay-in -kind  secu ritie s will give  rise  to  incom e, 
wh ich  is requ ired  to be  d istributed  and  is taxable  even  though  the  Fund hold ing the  
security rece ives no  in te re st paym ent in  cash  on  the  security du ring the  year.  

 
Som e  of the  debt securitie s (with  a  fixed  m aturity da te  of m ore  than  one  year from  the  
da te  of issuance ) that m ay be  acqu ired  by the  Fund m ay be  treated as debt secu ritie s 
that a re  issued  originally a t a  d iscount. Genera lly, the  am ount of the  origina l issue  
d iscount (“OID”) is trea ted  as in te rest incom e and is included  in  incom e  over the  te rm  of 
the  debt security, even  though  paym ent of that am oun t is  not rece ived  until a  la te r tim e , 
u sua lly when  the  debt security m atu re s. A portion  of the  OID includable  in  incom e  with  
re spect to  certa in  h igh -yie ld corporate  debt secu ritie s (including ce rta in  pay-in -kind 
securities) m ay be  trea ted  as a  d ividend for U.S. fede ra l incom e  tax pu rposes.  
 
In  addition , the  2017 Tax Cu ts and  Jobs Act requ ire s that taxpayers, such  as the  Fund, 
that u se  an  accrua l m e thod of accounting for U.S. federa l incom e tax pu rposes are  
gene ra lly requ ired  to include  certa in  am oun ts in  incom e  no  la te r than  the  tim e such  
am oun ts a re  re flected  on  such  taxpaye r’s applicable  financia l sta tem en ts.  Certa in  fees 
trea ted  as OID m ay be  included as incom e  for financia l sta tem ent purposes when 
rece ived  (as opposed  to  be ing accrued  in to incom e ove r the  te rm  of the  debt in strum ent), 
wh ich  m ay thus requ ire  such  am oun ts be  trea ted as taxable  incom e of the  Fund upon 
the ir rece ip t. 

 
Som e  of the  debt securitie s (with  a  fixed  m aturity da te  of m ore  than  one  year from  the  
da te  of issuance ) tha t m ay be  acqu ired  by the  Fund in  the  secondary m arke t m ay be  
trea ted  as having m arke t d iscount. Genera lly, any ga in  recogn ized  on  the  d isposition  of, 
and  any partia l paym ent of principa l on , a  debt security having m arke t d iscount is  trea ted 
as ord inary incom e  to  the  extent the  ga in , or principa l paym ent, does not exceed  the  
“accrued  m arke t d iscoun t” on  such  debt secu rity. Marke t d iscount genera lly accrues in  
equa l da ily in sta llm ents. The  Fund m ay m ake  one  or m ore  of the  e lections applicable  to  
debt securitie s having m arke t d iscount, wh ich  cou ld  a ffect the  characte r and  tim ing of 
recogn ition  of incom e.  

 
Som e  debt securitie s (with  a  fixed  m atu rity da te  of one  year or le ss from  the  da te  of 
issuance ) tha t m ay be  acqu ired  by a  Fund m ay be  trea ted  as having acqu isition  d iscount, 
o r OID in  the  case  of certa in  types of debt secu ritie s. Gene ra lly, the  Fund will be  requ ired 
to include  the  acqu isition  d iscoun t, o r OID, in  incom e over the  te rm  of the  debt secu rity, 
even  though  paym ent of that am ount is not rece ived  until a  la te r tim e, u sua lly when  the  
debt security m atures. The  Fund m ay m ake  one  or m ore  of the  e lections applicable  to  
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debt secu rities having acqu isition  d iscount, or OID, wh ich  cou ld  a ffect the  characte r and 
tim ing of recogn ition  of incom e .  

 
If the  Fund holds the  foregoing kinds of securitie s, it  m ay be  requ ired  to  pay ou t as an  
incom e  d istribution  each  year an  am oun t that is  grea te r than  the  total am ount of cash  
in te re st the  Fund actua lly rece ived . Such d istribu tions m ay be  m ade  from  the  cash  asse ts 
of the  Fund or by liqu ida tion  of portfo lio  secu ritie s, if necessary (including when  it is  not 
advan tageous to  do  so).  The  Fund m ay rea lize  ga ins or losse s from  such  liqu ida tions. In  
the  event the  Fund rea lize s ne t capita l ga ins from  such  transactions, its shareholde rs m ay 
rece ive  a  large r capita l ga in  d istribution , if any, than  they wou ld  in  the  absence  of such  
transactions.  

 
Shareholders of the  Fund m ay be  subject to  sta te  and loca l taxes on  d istributions 
rece ived  from  the  Fund and on  redem ptions of the  Fund’s share s.  

 
A brie f explanation  of the  form  and characte r of the  d istribution  accom panie s each  
d istribution . In  January of each  year the  Fund issues to  each  shareholde r a  sta tem ent of 
the  federa l incom e tax sta tus of a ll d istribu tions.  

 
Shareholders shou ld  consu lt the ir tax advisors about the  applica tion  of fede ra l, sta te  and 
loca l and  fore ign  tax law in  ligh t of the ir particu la r situa tion . 
 
Divid e n d s  a n d  Dist r ibu t ion s 
 
The  Funds will rece ive  incom e in  the  form  of d ividends and  in te re st earned on  its 
investm ents in  securitie s. Th is incom e, le ss the  expenses incu rred  in  its  operations, is  
each  Fund’s ne t investm en t incom e , substan tia lly a ll o f wh ich  will be  decla red  as 
d ividends to  the  Fund’s shareholde rs. 
 
The  am ount of incom e  d ividend paym en ts by a  Fund is dependent upon the  am ount of 
ne t investm ent incom e  rece ived  by the  Fund from  its portfo lio hold ings, is  not 
guaran teed  and  is subject to  the  d iscre tion  of the  Board. The  Fund does not pay “in te re st” 
or guarantee  any fixed  ra te  of re turn  on  an  investm ent in  its  share s. 
 
The  Funds a lso  m ay de rive  capita l ga ins or losse s in  connection  with  sa le s or o ther 
d ispositions of its portfo lio  securitie s. Any ne t ga in  a  Fund m ay rea lize  from  transactions 
involving investm ents he ld  le ss than  the  period  requ ired  for long–term  capita l ga in  or 
loss recogn ition  or o therwise  producing short–te rm  capita l ga ins and  losses, a lthough  a  
d istribution  from  capita l ga ins, will be  d istributed  to  shareholders with  and  as a  part of 
d ividends giving rise  to  ord inary incom e. If during any year the  Fund rea lize s a  ne t ga in 
on  transactions involving investm ents he ld  m ore  than  the  period requ ired  for long–te rm  
capita l ga in  or loss recogn ition  or othe rwise  producing long–te rm  capita l ga ins and 
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losse s, the  Fund will have  a  ne t long–term  capita l ga in . For m ore  in form ation  concern ing 
applicable  capita l ga ins tax rate s, see  your tax advisor. 
 
Any d ividend or d istribution  pa id  by each  Fund reduces the  Fund’s NAV per share  on  the  
da te  pa id  by the  am ount of the  d ividend or d istribu tion  pe r share . Accordingly, a  d ividend 
or d istribu tion  pa id  shortly a fte r a  purchase  of share s by a  shareholder wou ld  repre sen t, 
in  substance , a  partia l re tu rn  of capita l (to  the  exten t it is pa id  on  the  shares so 
pu rchased), even  though  it wou ld  be  subject to  incom e  taxes. 
 
Dividends and  o ther d istribu tions will be  m ade  in  the  form  of additiona l share s of the  
Funds un le ss the  shareholde r has otherwise  indica ted. Investors have  the  right to  change  
the ir e lections with  respect to  the  re investm ent of d ividends and  d istributions by 
notifying the  Transfe r Agent in  writing, but any such  change  will be  e ffective  on ly as to  
d ividends and  othe r d istribu tions for wh ich  the  record  date  is  seven  or m ore  business 
days a fte r the  Transfe r Agent has rece ived  the  written  request. 
 
The re  a re  and  will like ly con tinue  to  be  proposa ls for am endm ents to  fede ra l incom e  tax 
laws that cou ld, if enacted , have  adve rse  e ffects on  the  Funds, the ir investm en ts or the ir 
shareholde rs. Shareholde rs shou ld  consu lt the ir tax advisors about the  applica tion  of 
fede ra l, sta te  and  loca l and  fore ign  tax law in  ligh t of the ir particu la r situation . 
 
The  above  d iscussion  and  the  re lated d iscussion  in  the  Prospectus are  not in tended to  
be  com ple te  d iscussions of a ll applicable  fede ra l tax consequences of an  investm ent in  a  
Fund. Alston  & Bird  LLP has expressed  no  opin ion  in  respect thereof. 
 
Fin a n cia l St a t e m e n t s  
 
The  financia l sta tem ents of each  Fund for the  fisca l year ended February 28, 2025 and 
the  independent registe red  public accountan t’s report da ted  April 29, 2025 are  
incorporated  here in  by re ference  to  the  Funds’ Annual Report.  These  financia l 
sta tem ents include  the  schedu le s of investm en ts, sta tem ents of asse ts and  liab ilitie s, 
sta tem ents of ope rations, sta tem ents of changes in  ne t asse ts, financia l h igh ligh ts and 
note s. Each  Fund will p rovide  the  Fund’s Annual Report without charge  upon request in  
writing or by te lephone  by ca lling 1-866-439-9093. 
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APPENDIX “A” RATINGS DEFINITIONS 
 

St a n da rd  & Poor ’s  Issu e  Cre d it  Ra t in g De fin it ion s 
 

 
A Standard  & Poor’s issue  credit ra ting is a  forward-looking opin ion  about the  

creditworth iness of an  obligor with  respect to  a  specific financia l obliga tion , a  specific 
class of financia l obliga tions, or a  specific financia l program  (including ra tings on  
m edium -term  note  program s and com m ercia l paper program s). It takes in to 
considera tion  the  creditworth iness of guarantors, insurers, o r other form s of credit 
enhancem en t on  the  obliga tion  and  takes in to  accoun t the  cu rrency in  wh ich  the  
obliga tion  is denom inated . The  opin ion  re flects Standard  & Poor’s view of the  obligor’s 
capacity and  willingness to  m eet its  financia l com m itm en ts as they com e  due , and  m ay 
assess te rm s, such  as co lla te ra l secu rity and  subordination , wh ich  cou ld  a ffect u ltim ate 
paym en t in  the  event of de fau lt. 
 

Issue  credit ra tings can  be  e ithe r long te rm  or short te rm . Short-te rm  ra tings are  
gene ra lly assigned to  those  obliga tions considered  short-te rm  in  the  re levant m arke t. In  
the  U.S., for exam ple , tha t m eans obliga tions with  an  origina l m aturity of no  m ore  than  
365 days—including com m ercia l paper. Short-te rm  ra tings are  a lso  used  to indicate  the  
creditworth iness of an  obligor with  respect to  pu t featu re s on  long-te rm  obliga tions. The  
re su lt is  a  dua l ra ting, in  wh ich  the  short-te rm  rating addresses the  put fea ture , in  
addition  to  the  usua l long-te rm  rating. Medium -term  notes are  assigned long-te rm  
ra tings. 
 
Sh or t -Te rm  Issu e  Cre d it  Ra t in gs 
 
A-1 
A short-te rm  obliga tion  ra ted  ‘A-1’ is ra ted  in  the  h ighest ca tegory by Standard  & Poor’s. 
The  obligor’s capacity to m eet its  financia l com m itm ent on  the  obliga tion  is strong. With in  
th is category, certa in  obliga tions a re  designa ted  with  a  p lus sign  (+). Th is indicates that 
the  obligor’s capacity to m eet its  financia l com m itm ent on  these  obliga tions is extrem e ly 
strong. 
 
A-2 
A short-te rm  obliga tion  rated  ‘A-2’ is som ewhat m ore  susceptib le  to  the  adverse  e ffects 
of changes in  circum stances and  econom ic conditions than  obliga tions in  h ighe r rating 
ca tegorie s. However, the  obligor’s capacity to  m eet its  financia l com m itm ent on  the  
obliga tion  is satisfactory. 
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A-3 
A short-te rm  obliga tion  ra ted  ‘A-3’ exh ib its adequate  protection  param eters. However, 
adve rse  econom ic conditions or changing circum stances a re  m ore  like ly to  lead  to  a  
weakened capacity of the  obligor to  m eet its  financia l com m itm en t on  the  obliga tion . 
 
B 
A short-te rm  obliga tion  rated  ‘B’ is regarded  as having sign ificant specu la tive  
characte ristics. Ratings of ‘B-1’, ‘B-2’, and  ‘B-3’ m ay be  assigned  to  indica te  finer 
d istinctions with in  the  ‘B’ category. The  obligor curren tly has the  capacity to  m eet its 
financia l com m itm en t on  the  obliga tion; however, it  faces m ajor ongoing unce rta in tie s 
wh ich  cou ld  lead  to  the  obligor’s inadequate  capacity to  m eet its financia l com m itm en t 
on  the  obliga tion . 
 
B-1 
A short-te rm  obliga tion  ra ted  ‘B-1’ is regarded  as having sign ificant specu la tive  
characte ristics, bu t the  obligor has a  re la tive ly stronger capacity to  m ee t its  financia l 
com m itm ents over the  short-te rm  com pared  to  other specu la tive -grade  obligors. 
 
B-2 
A short-te rm  obliga tion  ra ted  ‘B-2’ is regarded  as having sign ificant specu la tive  
characte ristics, and  the  obligor has an  ave rage  specu la tive -grade  capacity to  m eet its 
financia l com m itm ents over the  short-te rm  com pared  to  o the r specu la tive -grade  
obligors. 
 
B-3 
A short-te rm  obliga tion  ra ted  ‘B-3’ is regarded  as having sign ificant specu la tive  
characte ristics, and  the  obligor has a  re lative ly weaker capacity to  m ee t its  financia l 
com m itm ents over the  short-te rm  com pared  to  other specu la tive -grade  obligors. 
 
C 
A short-te rm  obliga tion  ra ted  ‘C’ is cu rrently vu lnerable  to  nonpaym ent and  is dependent 
upon  favorable  business, financia l, and  econom ic conditions for the  obligor to  m eet its 
financia l com m itm ent on  the  obliga tion . 
 
D 
A short-te rm  obliga tion  ra ted  ‘D’ is in  paym ent de fau lt. The  ‘D’ ra ting ca tegory is u sed 
when  paym ents on  an  obliga tion , including a  regu la tory capita l in strum ent, a re  not m ade  
on  the  da te  due  even  if the  applicable  grace  pe riod  has not expired, un le ss Standard  & 
Poor’s be lieves that such  paym en ts will be  m ade  during such  grace  period . The  ‘D’ rating 
a lso  will be  used  upon the  filing of a  bankruptcy pe tition  or the  taking of a  sim ila r action  
if paym en ts on  an  obliga tion  are  jeopard ized. 
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SPUR (St a n da rd  & Poor ’s  Un d e r lyin g Ra t in g) 
Th is is  a  ra ting of a  stand-a lone  capacity of an  issue  to pay debt se rvice  on  a  credit-
enhanced debt issue , withou t giving e ffect to  the  enhancem en t that applie s to  it. These  
ra tings a re  published  on ly a t the  request of the  debt issuer/obligor with  the  designation  
SPUR to d istingu ish  them  from  the  credit-enhanced  ra ting tha t applie s to  the  debt issue . 
Standard  & Poor’s m ain ta ins su rve illance  of an  issue  with  a  published  SPUR. 
 
Du a l Ra t in gs 
Standard  & Poor’s assigns “dual” ratings to  a ll debt issues tha t have  a  pu t option  or 
dem and fea ture  as part of the ir structu re .  The  first ra ting addresses the  like lihood of 
repaym en t of principa l and  in te rest as due , and  the  second ra ting addresses on ly the  
dem and featu re . The  long-te rm  rating sym bols a re  used  for bonds to  denote  the  long-
te rm  m atu rity and  the  short-te rm  rating sym bols for the  put option  (for exam ple , ‘AAA/A-
1+’). With  U.S. m un icipa l short-te rm  dem and debt, note  rating sym bols a re  used with  the  
short-te rm  issue  credit ra ting sym bols (for exam ple , ‘SP-1+/A-1+’). 
 
The  ra tings and  o the r credit re la ted  opin ions of Standard  & Poor’s and  its  a ffilia te s a re  
sta tem ents of opin ion  as of the  da te  they a re  expressed  and  not sta tem en ts of fact or 
recom m endations to pu rchase , hold, or se ll any secu ritie s or m ake  any investm ent 
decisions.  Standard  & Poor’s assum es no  obliga tion  to  update  any in form ation  fo llowing 
publica tion . Use rs of ra tings and  credit re lated  opin ions shou ld  not re ly on  them  in  
m aking any investm ent decision .  Standard  &Poor’s opin ions and  ana lyses do  not 
address the  su itab ility of any security. Standard  & Poor’s Financia l Se rvices LLC does not 
act as a  fiduciary or an  investm en t advisor. While  Standard  & Poor’s has obta ined 
in form ation  from  sources it be lieves to  be  re liab le , Standard  & Poor’s does not perform  
an  audit and  undertakes no duty of due  d iligence  or independent ve rification  of any 
in form ation  it rece ives. Ratings and  credit re la ted  opin ions m ay be  changed, suspended, 
or withdrawn  at any tim e . 
 
Act ive  Qu a lifie r s  (Cu r re n t ly a p p lie d  a n d / or  ou t s t a n d in g) 
 
i 
Th is subscrip t is  u sed  for issues in  wh ich  the  credit factors, te rm s, or both , tha t de te rm ine  
the  like lihood of rece ip t of paym en t of in te re st are  d iffe rent from  the  credit factors, te rm s 
or both  tha t de te rm ine  the  like lihood of rece ip t of principa l on  the  obliga tion .  The  ‘i’ 
subscrip t ind ica te s tha t the  rating addresses the  in te re st portion  of the  obliga tion  on ly.  
The  ‘i’ subscrip t will a lways be  used  in  con junction  with  the  ‘p’ subscript, wh ich  addresses 
like lihood of rece ipt of principa l.  For exam ple , a  ra ted  obliga tion  cou ld  be  assigned 
ra tings of “AAAp NRi” indica ting tha t the  principa l portion  is ra ted  “AAA” and the  in te re st 
portion  of the  obliga tion  is not ra ted. 
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L 
Ratings qua lified  with  ‘L’ apply on ly to am ounts invested  up to  federa l deposit in su rance  
lim its. 
 
p  
Th is subscrip t is  u sed  for issues in  wh ich  the  credit factors, the  te rm s, or both , that 
de te rm ine  the  like lihood of rece ip t of paym en t of principa l are  d iffe ren t from  the  credit 
factors, te rm s or both  that de te rm ine  the  like lihood of rece ip t of in te rest on  the  
obliga tion .  The  ‘p’ subscrip t ind icate s tha t the  ra ting addresses the  principa l portion  of 
the  obliga tion  on ly.  The  ‘p’ subscrip t will a lways be  used  in  con junction  with  the  ‘i’ 
subscrip t, wh ich  addresses like lihood of rece ip t of in te re st.  For exam ple , a  ra ted 
obliga tion  cou ld  be  assigned  ratings of “AAAp NRi” indica ting tha t the  principa l portion  is 
ra ted  “AAA” and the  in te re st portion  of the  obliga tion  is not ra ted . 
 
p i 
Ratings with  a  ‘p i’ subscrip t a re  based on  an  ana lysis of an  issuer’s published  financia l 
in form ation , as we ll as additiona l in form ation  in  the  public dom ain .  They do not, 
however, re flect in -depth  m eetings with  an  issue r’s m anagem en t and  there fore  m ay be  
based  on  le ss com prehensive  in form ation  than  ra tings without a  ‘p i’ subscrip t.  Ra tings 
with  a  ‘p i’ subscrip t are  reviewed annually based  on  a  new year’s financia l sta tem ents, 
bu t m ay be  reviewed on  an  in te rim  basis if a  m ajor event occurs that m ay affect the  
issue r’s credit qua lity. 
 
p r  
The  le tte rs ‘pr’ ind icate  tha t the  rating is provisiona l. A provisiona l ra ting assum es the  
successfu l com ple tion  of the  pro ject financed  by the  debt be ing ra ted  and  indica te s that 
paym en t of debt se rvice  requ irem en ts is  large ly or en tire ly dependen t upon  the  
successfu l, tim e ly com ple tion  of the  pro ject. Th is ra ting, however, wh ile  addressing credit 
qua lity subsequent to  com ple tion  of the  pro ject, m akes no  com m ent on  the  like lihood of 
or the  risk of de fau lt upon  fa ilu re  of such  com ple tion . The  investor shou ld  exercise  h is 
own  judgm ent with  respect to  such  like lihood and  risk. 
 
p r e lim in a ry 
Pre lim inary ratings are  assigned to  issues, including financia l program s, in  the  fo llowing 
circum stances. 
 
 Pre lim inary ratings m ay be  assigned  to  obliga tions, m ost com m only structu red  and 

pro ject finance  issues, pending rece ipt of fina l docum en tation  and  lega l opin ions.  
Assignm ent of a  fina l ra ting is conditiona l on  the  rece ip t and  approval by Standard 
& Poor’s of appropria te  docum en tation .  Changes in  the  in form ation  provided  to 
Standard  & Poor’s cou ld  re su lt in  the  assignm ent of a  d iffe rent ra ting. In  addition , 
Standard  & Poor’s reserves the  right not to  issue  a  fina l ra ting.  
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 Pre lim inary ra tings are  assigned to  Ru le  415 She lf Registrations.  As specific issues, 
with  de fined  te rm s, are  offe red  from  the  m aste r registra tion , a  fina l ra ting m ay be  
assigned  to  them  in  accordance  with  Standard  & Poor’s policie s.  The  fina l ra ting 
m ay d iffe r from  the  pre lim inary rating. 

 
t  
Th is sym bol indicate s te rm ination  structu re s tha t are  designed to honor the ir contracts 
to  fu ll m atu rity or, shou ld  ce rta in  events occur, to  te rm ina te  and  cash  se ttle  a ll the ir 
con tracts be fore  the ir fina l m atu rity da te . 
 
u n so licit e d  
Unsolicited  ra tings are  those  credit ra tings assigned at the  in itia tive  of Standard & Poor’s 
and  not a t the  request of the  issue r or its agents. 
 
In a ct ive  Qu a lifie r s  (No  lon ge r  a p p lie d  o r  ou t s t a n d in g) 
 
* 
Th is sym bol indicated  continuance  of the  ra tings is contingent upon  Standard  & Poor’s 
rece ip t of an  executed  copy of the  e scrow agreem ent or closing docum enta tion  
confirm ing investm ents and  cash  flows. Discontinued use  in  August 1998. 
 
c 
Th is qua lifie r was used to provide  additiona l inform ation  to investors tha t the  bank m ay 
te rm inate  its  obliga tion  to  purchase  tende red  bonds if the  long-te rm  credit ra ting of the  
issue r is be low an  investm en t-grade  leve l and/or the  issue r’s bonds a re  deem ed taxable .  
Discontinued  use  in  January 2001. 
 
q  
A ‘q’ subscript indicate s that the  rating is based  so le ly on  quantita tive  ana lysis of publicly 
ava ilab le  in form ation .  Discontinued use  in  April 2001. 
 
r  
The  ‘r’ m odifie r was assigned to securitie s con ta in ing extraord inary risks, particu la rly 
m arke t risks, that are  not covered  in  the  credit ra ting.  The  absence  of an  ‘r’ m odifie r 
shou ld  not be  taken  as an  indication  that an  obliga tion  will not exh ib it extraord inary non-
credit re lated  risks. Standard  & Poor’s d iscontinued  the  use  of the  ‘r’ m odifie r for m ost 
obliga tions in  June  2000 and for the  ba lance  of obliga tions (m ain ly structu red  finance  
transactions) in  Novem ber 2002. 
 
Loca l Cu r r e n cy a n d  Fore ign  Cu r r e n cy Risks 
Country risk considerations a re  a  standard  part of Standard  & Poor’s ana lysis for credit 
ra tings on  any issuer or issue . Currency of repaym en t is a  key factor in  th is ana lysis.  An 
obligor’s capacity to  repay fore ign  cu rrency obliga tions m ay be  lower than  its  capacity to 



 

95 
 

repay obliga tions in  its loca l cu rrency due  to  the  sovere ign  gove rnm ent’s own  re la tive ly 
lower capacity to  repay externa l ve rsus dom estic debt.  These  sovere ign  risk 
considera tions a re  incorpora ted  in  the  debt ra tings assigned to specific issues.  Fore ign  
currency issuer ra tings a re  a lso  d istingu ished  from  loca l cu rrency issue r ra tings to 
identify those  in stances where  sovere ign  risks m ake  them  diffe rent for the  sam e issuer. 
 
Mood y’s  Cre d it  Ra t in g De fin it ion s 
 
Pu rp ose   
The  system  of rating securities was origina ted  by John  Moody in  1909. The  purpose  of 
Moody’s ratings is to  provide  investors with  a  sim ple  system  of grada tion  by which  
re lative  creditworth iness of securitie s m ay be  noted .  
 
Ra t in g Sym b ols   
Grada tions of creditworth iness are  indicated  by ra ting sym bols, with  each  sym bol 
repre sen ting a  group in  wh ich  the  credit characte ristics are  broadly the  sam e. The re  are  
n ine  sym bols as shown  be low, from  that u sed  to  designa te  least credit risk to  that 
denoting grea te st credit risk:  
 
Aa a  Aa  A Ba a  Ba  B Ca a  Ca  C  
Moody’s appends num erica l m odifie rs 1, 2, and  3 to  each  generic ra ting classification  
from  Aa th rough  Caa.  
 
Ab se n ce  o f a  Ra t in g  
Where  no  rating has been  assigned or where  a  ra ting has been  withdrawn, it m ay be  for 
reasons un re la ted  to  the  creditworth iness of the  issue .  
 
Shou ld  no  ra ting be  assigned , the  reason  m ay be  one  of the  fo llowing:  
 
1. An  application  was not rece ived  or accepted .  
 
2. The  issue  or issue r be longs to  a  group of securities or en titie s that a re  not ra ted  as a  
m atte r of policy.  
 
3. There  is a  lack of essentia l da ta  pe rta in ing to  the  issue  or issue r.  
 
4. The  issue  was private ly p laced , in  wh ich  case  the  rating is not published  in  Moody’s 
publica tions.  
 
Withdrawal m ay occur if new and m ate ria l circum stances arise , the  e ffects of wh ich  
preclude  satisfactory ana lysis; if there  is no  longer ava ilab le  reasonable  up-to-da te  data  
to  perm it a  judgm ent to  be  form ed; if a  bond is ca lled  for redem ption; or for o ther 
reasons.  
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Ch a n ge s  in  Ra t in g  
The  credit qua lity of m ost issue rs and  the ir obliga tions is not fixed and  steady over a  
pe riod  of tim e, but tends to  undergo  change . For th is reason  changes in  ra tings occur so 
as to  re flect variations in  the  in trinsic re lative  position  of issuers and  the ir obliga tions.  
 
A change  in  rating m ay thus occur at any tim e in  the  case  of an  individua l issue . Such 
ra ting change  shou ld  serve  notice  that Moody’s observes som e a lte ration  in  
creditworth iness, or tha t the  previous rating d id  not fu lly re flect the  qua lity of the  bond 
as now seen . While  because  of the ir very natu re , changes a re  to  be  expected  m ore  
frequently am ong bonds of lower ratings than  am ong bonds of h ighe r ra tings. 
Neverthe le ss, the  user of bond ra tings shou ld  keep  close  and  constant check on  a ll 
ra tings — both  h igh  and  low — to  be  ab le  to  note  prom ptly any signs of change  in  sta tus 
that m ay occur.  
 
Lim it a t ion s  t o  Use s  of Ra t in gs*  
Obliga tions carrying the  sam e  rating a re  not cla im ed to  be  of absolu te ly equal credit 
qua lity. In  a  broad  sense , they a re  a like  in  position , but since  the re  a re  a  lim ited  num ber 
of ra ting classes used  in  grading thousands of bonds, the  sym bols cannot re flect the  
sam e  shadings of risk wh ich  actua lly exist.  
 
As ra tings a re  designed exclusive ly for the  purpose  of grading obliga tions according to 
the ir credit qua lity, they shou ld  not be  used  a lone  as a  basis for investm ent operations. 
For exam ple , they have  no  va lue  in  forecasting the  d irection  of fu ture  trends of m arket 
price . Marke t price  m ovem en ts in  bonds are  influenced  not on ly by the  credit qua lity of 
individua l issues bu t a lso  by changes in  m oney ra tes and  gene ra l econom ic trends, as 
we ll as by the  length  of m aturity, e tc. During its life  even  the  h ighest ra ted  bond m ay have  
wide  price  m ovem ents, wh ile  its  h igh  ra ting sta tus rem ains unchanged.  
 
The  m atte r of m arke t price  has no bearing whatsoeve r on  the  de te rm ina tion  of ra tings, 
wh ich  are  not to  be  construed  as recom m endations with  re spect to  “attractiveness”. The  
a ttractiveness of a  given  bond m ay depend on  its  yie ld , its  m aturity da te  or other factors 
for wh ich  the  investor m ay search , as we ll as on  its credit qua lity, the  on ly characte ristic 
to  wh ich  the  ra ting re fers.  
 
Since  ratings involve  judgm en ts about the  fu tu re , on  the  one  hand, and  since  they a re  
used  by investors as a  m eans of protection , on  the  o ther, the  e ffort is  m ade  when 
assign ing ratings to  look a t “worst” possib ilities in  the  “visib le” fu tu re , ra ther than  so le ly 
a t the  past record  and  the  sta tus of the  pre sen t. There fore , investors u sing the  rating 
shou ld  not expect to  find  in  them  a re flection  of sta tistica l factors a lone , since  they are  
an  appra isa l of long-te rm  risks, including the  recogn ition  of m any non-statistica l factors.  
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Though  ratings m ay be  used  by the  banking au thoritie s to  classify bonds in  the ir bank 
exam ination  procedure , Moody’s ratings a re  not m ade  with  these  bank regu la tions in  
m ind. Moody’s Investors Service ’s own  judgm en t as to  the  desirab ility or non-desirab ility 
of a  bond for bank investm ent purposes is not ind ica ted  by Moody’s ratings.  
 
Moody’s ra tings repre sent the  opin ion  of Moody’s Investors Se rvice  as to  the  re lative  
creditworth iness of secu ritie s. As such , they shou ld  be  used  in  con junction  with  the  
descrip tions and  sta tistics appearing in  Moody’s publica tions. Re fe rence  shou ld  be  m ade  
to  these  sta tem ents for in form ation  regard ing the  issuer. Moody’s ra tings are  not 
com m ercia l credit ra tings. In  no  case  is de fault or rece ive rsh ip  to  be  im puted un less 
expressly sta ted .  
 
*As se t forth  m ore  fu lly on  the  copyrigh t, cred it ra tings are , and  m ust be  construed  so le ly 
as, sta tem en ts of opin ion  and  not sta tem en ts of fact or recom m endations to  pu rchase , 
se ll or hold  any securitie s. Each  rating or o the r opin ion  m ust be  we ighed so le ly as one  
factor in  any investm ent decision  m ade  by or on  beha lf of any user of the  in form ation , 
and  each  such  user m ust accordingly m ake  its  own  study and eva luation  of each  secu rity 
and  of each  issue r and  guarantor of, and each  provide r of credit support for, e ach  
security that it  m ay conside r pu rchasing, se lling or hold ing.  
  
 Sh or t -Te rm   Ra t in gs 
 
Moody’s short-te rm  ra tings a re  opin ions of the  ab ility of issuers to  honor short-te rm  
financia l obliga tions. Ratings m ay be  assigned to  issuers, short-te rm  program s or to  
individua l short-te rm  debt in strum ents. Such  obliga tions genera lly have  an  origina l 
m aturity not exceeding th irteen  m on ths, un le ss explicitly noted. 
 
Moody’s em ploys the  following designa tions to indica te  the  re la tive  repaym en t ab ility of 
ra ted  issuers: 
 
P-1 
Issuers (or supporting in stitu tions) ra ted  Prim e-1 have  a  supe rior ab ility to  repay short-
te rm  debt obliga tions. 
P-2 
Issuers (or supporting in stitu tions) ra ted  Prim e-2 have  a  strong ability to  repay short-
te rm  debt obliga tions. 
 
P-3 
Issuers (or supporting in stitu tions) ra ted  Prim e-3 have  an  acceptable  ab ility to  repay 
short-te rm  obliga tions. 
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NP 
Issuers (or supporting in stitu tions) ra ted Not Prim e  do  not fa ll with in  any of the  Prim e 
ra ting categorie s. 
 
No t e : Canadian  issue rs ra ted  P-1 or P-2 have  the ir short-te rm  ratings enhanced by the  
sen ior-m ost long-te rm  ra ting of the  issue r, its  guarantor or support-provide r. 
 
 

 



 

99 
 

Fit ch ’s  Na t ion a l Cre d it  Ra t in gs 
 
For those  coun tries in  wh ich  fore ign  and loca l cu rrency sovere ign  ratings a re  be low ‘AAA’, 
and  where  the re  is dem and for such  ra tings, Fitch  Ratings will p rovide  Nationa l Ratings. 
It is  im portant to  note  tha t each  Nationa l Rating sca le  is un ique  and is de fined  to  se rve 
the  needs of the  loca l m arke t in  question . 
 
The  Nationa l Rating sca le  provides a  re la tive  m easure  of creditworth iness for ra ted  
en titie s on ly with in  the  country concerned . Under th is ra ting sca le , a  ‘AAA’ Long-Term  
Nationa l Rating will be  assigned to the  lowest re lative  risk with in  that country, wh ich , in  
m ost but not a ll cases, will be  the  sove re ign  sta te . 
 
The  Nationa l Rating sca le  m ere ly ranks the  degree  of perce ived  risk re lative  to  the  lowest 
de fau lt risk in  tha t sam e country. Like  loca l currency ratings, Nationa l Ratings exclude  the  
e ffects of sovere ign  and  transfer risk and  exclude  the  possib ility tha t investors m ay be  
unable  to repa tria te  any due  in te rest and  principa l repaym ents. It is  not re lated to  the  
ra ting sca le  of any o the r nationa l m arke t. Com parisons be tween  d iffe ren t na tiona l sca les 
or be tween an  individua l nationa l sca le  and  the  in te rnationa l ra ting sca le  are  the re fore 
inappropria te  and  potentia lly m isleading. Consequently they are  identified  by the  
addition  of a  specia l iden tifie r for the  coun try concerned, such  as ‘AAA(arg)’ for Nationa l 
Ratings in  Argentina. 
 
In  certa in  countrie s, regu la tors have  e stab lished  credit ra ting sca le s, to  be  used  with in 
the ir dom estic m arke ts, using specific nom encla tu re . In  these  countrie s, the  agency’s 
Nationa l Short-Term  Rating de fin itions for ‘F1+(xxx)’, ‘F1(xxx)’, ‘F2(xxx)’ and  ‘F3(xxx)’ m ay 
be  substitu ted  by the  regu la tory sca le s, e .g. ‘A1+’, ‘A1’, ‘A2’ and  ‘A3’. The  be low de fin itions 
thus serve  as a  tem pla te , bu t u se rs shou ld  consu lt the  individua l sca les for each  coun try 
listed on  the  agency’s website  to  de te rm ine  if any additiona l or a lte rnative  category 
de fin itions apply. 
 
Na t ion a l Sh or t -Te rm  Cre d it  Ra t in gs 
 
F1(xxx) 
Indicates the  strongest capacity for tim e ly paym ent of financia l com m itm ents re la tive  to 
o the r issue rs or obliga tions in  the  sam e coun try. Unde r the  agency’s Nationa l Rating 
sca le , th is ra ting is assigned to  the  lowest defau lt risk re lative  to  others in  the  sam e 
country. Where  the  liqu id ity profile  is  particu larly strong, a  “+” is added to  the  assigned 
ra ting. 
 
F2(xxx) 
Indicates a  good capacity for tim e ly paym en t of financia l com m itm ents re lative  to  other 
issue rs or obliga tions in  the  sam e country. However, the  m argin  of sa fe ty is not as grea t 
as in  the  case  of the  h igher ra tings. 
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F3(xxx) 
Indicates an  adequate  capacity for tim e ly paym ent of financia l com m itm ents re la tive  to 
o the r issuers or obliga tions in  the  sam e  country. However, such  capacity is m ore 
susceptib le  to  near-te rm  adve rse  changes than  for financia l com m itm ents in  h igher rated 
ca tegorie s. 
 
B(xxx) 
Indicates an  unce rta in  capacity for tim e ly paym ent of financia l com m itm ents re lative  to 
o the r issuers or obliga tions in  the  sam e  coun try. Such capacity is h igh ly susceptib le  to  
near-te rm  adve rse  changes in  financia l and  econom ic conditions. 
 
C(xxx) 
Indicates a  h igh ly unce rta in  capacity for tim e ly paym en t of financia l com m itm en ts 
re lative  to  o the r issuers or obliga tions in  the  sam e country. Capacity for m eeting financia l 
com m itm ents is so le ly re lian t upon a  susta ined, favorable  business and  econom ic 
environm ent. 
 
D(xxx) 
Indicates actua l or im m inent paym en t de fau lt. 
 
No t e s  t o  Lon g-Te rm  a n d  Sh or t -Te rm  Na t ion a l Ra t in gs : 
 
The  ISO coun try code  su ffix is p laced  in  parentheses im m edia te ly fo llowing the  rating 
le tte rs to  indicate  the  identity of the  Nationa l m arke t with in  wh ich  the  ra ting applie s. For 
illu stra tive  pu rposes, (xxx) has been  used . 
 
“+” or “-” m ay be  appended to  a  Nationa l Rating to  denote  re lative  sta tus with in  a  m ajor 
ra ting ca tegory. Such suffixes a re  not added to  the  ‘AAA(xxx)’ Long-Term  Nationa l Rating 
ca tegory, to  ca tegorie s be low ‘CCC(xxx)’, o r to  Short-Te rm  Nationa l Ratings other than  
‘F1(xxx)’. 
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LONG-TERM RATINGS 
 

St a n da rd  & Poor ’s  Lon g-Te rm  Issu e  Cre d it  Ra t in gs 
 

Issue  credit ra tings are  based , in  varying degrees, on  Standard  & Poor’s ana lysis of the  
fo llowing considera tions: 
 
 Like lihood of paym en t—capacity and  willingness of the  obligor to  m ee t its  

financia l com m itm ent on  an  obliga tion  in  accordance  with  the  te rm s of the  
obliga tion ; 

  
 Nature  of and  provisions of the  obliga tion; 
  
 Protection  a fforded  by, and  re la tive  position  of, the  obliga tion  in  the  event of 

bankruptcy, reorgan ization , or othe r a rrangem ent under the  laws of bankruptcy 
and  other laws a ffecting creditors’ righ ts. 

 
Issue  ratings are  an  asse ssm ent of de fau lt risk, bu t m ay incorporate  an  asse ssm en t of 
re lative  sen iority or u ltim ate  recove ry in  the  event of de fau lt.  Jun ior obliga tions are  
typica lly ra ted  lower than  sen ior obliga tions, to  re flect the  lower priority in  bankruptcy, 
as noted above .  (Such d iffe ren tia tion  m ay apply when  an  entity has both  sen ior and 
subordinated  obliga tions, secu red  and  unsecured  obliga tions, or ope rating com pany 
and hold ing com pany obliga tions.) 
 
AAA 
An  obliga tion  ra ted  ‘AAA’ has the  h ighest ra ting assigned by Standard  & Poor’s. The  
obligor’s capacity to  m ee t its  financia l com m itm ent on  the  obliga tion  is extrem e ly strong. 
 
AA 
An  obliga tion  ra ted  ‘AA’ d iffe rs from  the  h ighest-rated  obliga tions on ly to  a  sm all degree . 
The  obligor’s capacity to  m ee t its  financia l com m itm ent on  the  obliga tion  is very strong. 
 
A 
An  obliga tion  ra ted  ‘A’ is som ewhat m ore  susceptib le  to  the  adverse  e ffects of changes 
in  circum stances and  econom ic conditions than  obliga tions in  h igher-ra ted  categorie s.  
However, the  obligor’s capacity to  m eet its financia l com m itm ent on  the  obliga tion  is still 
strong. 
 
BBB 
An  obliga tion  ra ted  ‘BBB’ exh ib its adequate  pro tection  param e te rs.  However, adverse  
econom ic conditions or changing circum stances a re  m ore  like ly to lead  to a  weakened 
capacity of the  obligor to  m ee t its  financia l com m itm ent on  the  obliga tion . 
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BB, B, CCC, CC, a n d  C 
Obliga tions rated  ‘BB’, ‘B’, ‘CCC’, ‘CC’, and ‘C’ a re  regarded as having sign ificant specu la tive  
characte ristics. ‘BB’ indica te s the  least degree  of specu la tion  and  ‘C’ the  h ighest.  While  
such  obliga tions will like ly have  som e quality and  protective  characte ristics, the se  m ay 
be  outwe ighed by la rge  uncerta in tie s or m ajor exposures to  adve rse  conditions. 
 
BB 
An  obliga tion  rated  ‘BB’ is le ss vu lnerable  to  nonpaym ent than  other specu lative  issues.  
However, it faces m ajor ongoing uncerta in tie s or exposure  to adve rse  business, 
financia l, o r econom ic conditions wh ich  cou ld  lead  to  the  obligor’s inadequate  capacity 
to  m eet its  financia l com m itm ent on  the  obliga tion . 
 
B 
An  obliga tion  rated  ‘B’ is m ore  vu lne rable  to  nonpaym en t than  obliga tions ra ted  ‘BB’, but 
the  obligor cu rrently has the  capacity to m eet its  financia l com m itm ent on  the  obliga tion .  
Adve rse  business, financia l, or econom ic conditions will like ly im pair the  obligor’s 
capacity or willingness to  m ee t its  financia l com m itm ent on  the  obliga tion . 
 
CCC 
An  obliga tion  rated ‘CCC’ is cu rrently vu lnerable  to  nonpaym en t, and is dependent upon 
favorable  business, financia l, and  econom ic conditions for the  obligor to  m eet its 
financia l com m itm ent on  the  obliga tion .  In  the  event of adve rse  business, financia l, o r 
econom ic conditions, the  obligor is  not like ly to  have  the  capacity to  m ee t its  financial 
com m itm ent on  the  obliga tion . 
 
CC 
An  obliga tion  rated  ‘CC’ is curren tly h igh ly vu lnerable  to  nonpaym ent. 
 
C 
A ‘C’ ra ting is assigned  to  obliga tions that are  currently h igh ly vu lnerable  to  nonpaym en t, 
obliga tions tha t have  paym en t a rrearages a llowed by the  te rm s of the  docum en ts, or 
obliga tions of an  issue r that is  the  subject of a  bankruptcy pe tition  or sim ila r action  wh ich  
have  not experienced  a  paym ent de fau lt. Am ong o the rs, the  ‘C’ ra ting m ay be  assigned 
to  subordinated  debt, p re fe rred  stock or other obliga tions on  wh ich  cash  paym ents have  
been  suspended in  accordance  with  the  in strum ent’s te rm s or when  pre ferred  stock is 
the  subject of a  d istre ssed  exchange  offe r, whe reby som e  or a ll o f the  issue  is e ither 
repurchased  for an  am ount of cash  or rep laced  by o ther in strum ents having a  tota l va lue  
that is  le ss than  par. 
 
D 
An  obliga tion  rated  ‘D’ is in  paym en t de fau lt.  The  ‘D’ rating ca tegory is u sed  when 
paym en ts on  an  obliga tion , including a  regu latory capita l in strum ent, a re  not m ade  on  
the  da te  due  even  if the  applicable  grace  period  has not expired , un le ss Standard  & 
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Poor’s be lieves tha t such  paym ents will be  m ade  during such  grace  period .  The  ‘D’ ra ting 
a lso  will be  used  upon  the  filing of a  bankruptcy pe tition  or the  taking of sim ilar action  if 
paym en ts on  an  obliga tion  a re  jeopardized . An  obliga tion ’s ra ting is lowered  to  ‘D’ upon 
com ple tion  of a  d istressed  exchange  offe r, whe reby som e or a ll o f the  issue  is e ither 
repurchased  for an  am ount of cash  or rep laced  by o ther in strum ents having a  tota l va lue  
that is  le ss than  par. 
 
Plu s  (+) o r  m in u s  (-) 
The  ratings from  ‘AA’ to ‘CCC’ m ay be  m odified  by the  addition  of a  p lus (+) or m inus (-) 
sign  to  show re la tive  standing with in  the  m ajor ra ting categorie s. 
 
NR 
Th is indicates tha t no ra ting has been  requested , that there  is in su fficien t in form ation  
on  which  to  base  a  rating, or that Standard  & Poor’s does not ra te  a  particu la r obliga tion  
as a  m atte r of policy. 
 
See active and inactive qua lifiers following Standa rd & Poors Short-Term Issue Credit Ra tings 
beginning on page A-3. 
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Mood y’s  Lon g-Te rm  De b t  Ra t in gs 
 
Lon g-Te rm  Ob liga t ion  Ra t in gs 
Moody’s long-te rm  obliga tion  ratings a re  opin ions of the  re lative  credit risk of fixed-
incom e  obliga tions with  an  origina l m atu rity of one  year or m ore . They address the  
possib ility that a  financia l obliga tion  will not be  honored  as prom ised . Such  ra tings re flect 
both  the  like lihood of de fau lt and  any financia l loss su ffe red  in  the  even t of de fau lt. 
 
Mood y’s  Lon g-Te rm  Ra t in g De fin it ion s : 
 
Aa a  
Obliga tions ra ted  Aaa  are  judged to be  of the  h ighest qua lity, with  m in im al credit risk. 
 
Aa  
Obliga tions rated  Aa  are  judged to  be  of h igh  qua lity and  are  subject to  ve ry low credit 
risk. 
 
A 
Obliga tions ra ted  A are  considered  uppe r-m edium  grade  and  are  subject to  low credit 
risk. 
 
Ba a  
Obliga tions rated Baa are  subject to  m oderate  credit risk. They are  conside red  m edium -
grade  and  as such  m ay possess certa in  specu lative  characte ristics. 
 
Ba  
Obliga tions rated Ba are  judged to have  specu lative  e lem ents and  are  subject to  
substantia l credit risk. 
 
B 
Obliga tions ra ted  B are  considered  specu lative  and  are  subject to  h igh  credit risk. 
 
Ca a  
Obliga tions ra ted  Caa  a re  judged to  be  of poor standing and  are  subject to  very h igh  
credit risk. 
 
Ca  
Obliga tions ra ted  Ca  are  h igh ly specu lative  and  are  like ly in , or ve ry near, de fau lt, with 
som e  prospect of recove ry of principa l and  in te re st. 
 
C 
Obliga tions rated  C are  the  lowest ra ted class of bonds and  are  typica lly in  de fau lt, with  
little  prospect for recove ry of principa l or in te re st. 
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No t e : Moody’s appends num erica l m odifie rs 1, 2, and  3 to  each  gene ric ra ting 
classifica tion  from  Aa th rough  Caa. The  m odifie r 1 indicate s that the  obliga tion  ranks in  
the  h igher end  of its  gene ric ra ting ca tegory; the  m odifie r 2 indica te s a  m id-range  ranking; 
and  the  m odifie r 3 indica te s a  ranking in  the  lower end  of that generic ra ting category. 
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Fit ch ’s  Na t ion a l Lon g-Te rm  Cre d it  Ra t in gs 
 

AAA(xxx) 
‘AAA’ Nationa l Ratings denote  the  h ighest ra ting assigned  by the  agency in  its  Nationa l 
Rating sca le  for that country. Th is ra ting is assigned to  issuers or obliga tions with  the  
lowest expectation  of de fau lt risk re la tive  to a ll other issuers or obliga tions in  the  sam e 
country. 
 
AA(xxx) 
‘AA’ Nationa l Ratings denote  expecta tions of very low de fau lt risk re la tive  to  o ther issue rs 
or obliga tions in  the  sam e country. The  de fau lt risk inherent d iffe rs on ly sligh tly from  that 
of the  country’s h ighest ra ted  issuers or obliga tions. 
 
A(xxx) 
‘A’ Nationa l Ratings denote  expectations of low de fau lt risk re lative  to  other issuers or 
obliga tions in  the  sam e country. However, changes in  circum stances or econom ic 
conditions m ay affect the  capacity for tim e ly repaym ent to  a  greate r degree  than  is the  
case  for financia l com m itm ents denoted  by a  h igher rated  category. 
 
BBB(xxx) 
‘BBB’ Nationa l Ratings denote  a  m oderate  de fau lt risk re la tive  to othe r issuers or 
obliga tions in  the  sam e country. However, changes in  circum stances or econom ic 
conditions are  m ore  like ly to a ffect the  capacity for tim e ly repaym ent than  is the  case  for 
financia l com m itm ents denoted  by a  h ighe r rated  category. 
 
BB(xxx) 
‘BB’ Nationa l Ratings denote  an  e levated  de fau lt risk re la tive  to o the r issuers or 
obliga tions in  the  sam e  country. With in  the  context of the  coun try, paym ent is  uncerta in  
to  som e  degree  and  capacity for tim e ly repaym ent rem ains m ore  vu lnerable  to  adverse  
econom ic change  ove r tim e. 
 
B(xxx) 
‘B’ Nationa l Ratings denote  a  sign ifican tly e levated  de fau lt risk re la tive  to  o the r issuers or 
obliga tions in  the  sam e coun try. Financia l com m itm ents are  cu rrently be ing m et bu t a  
lim ited m argin  of sa fe ty rem ains and  capacity for continued  tim e ly paym ents is  
con tingent upon  a  susta ined , favorable  business and  econom ic environm en t. For 
individua l obliga tions, m ay indica te  d istre ssed or de fau lted  obliga tions with  poten tia l for 
extrem e ly h igh  recoverie s. 
 
CCC(xxx) 
‘CCC’ Nationa l Ratings denote  that de fau lt is  a  rea l possib ility. Capacity for m ee ting 
financia l com m itm ents is  so le ly re lian t upon  susta ined , favorable  business or econom ic 
conditions. 
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CC(xxx) 
‘CC’ Nationa l Ratings denote  that de fau lt o f som e  kind  appears probable . 
 
C(xxx) 
‘C’ Nationa l Ratings denote  that de fau lt is  im m inent. 
 
D(xxx) 
‘D’ Nationa l Ratings denote  an  issue r or instrum ent that is  currently in  de fau lt. 
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No t e s  t o  Lon g-Te rm  a n d  Sh or t -Te rm  Na t ion a l Ra t in gs : 
The  ISO coun try code  su ffix is p laced  in  parentheses im m edia te ly fo llowing the  rating 
le tte rs to  indicate  the  identity of the  Nationa l m arke t with in  wh ich  the  ra ting applie s. For 
illu stra tive  pu rposes, (xxx) has been  used . 
 
“+” or “-” m ay be  appended to  a  Nationa l Rating to  denote  re lative  sta tus with in  a  m ajor 
ra ting ca tegory. Such suffixes a re  not added to  the  ‘AAA(xxx)’ Long-Term  Nationa l Rating 
ca tegory, to  ca tegorie s be low ‘CCC(xxx)’, o r to  Short-Te rm  Nationa l Ratings other than  
‘F1(xxx)’. 
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MUNICIPAL NOTE RATINGS 
 
St a n da rd  & Poor ’s  Mu n icip a l Sh or t -Te rm  Not e  Ra t in gs  De fin it ion s 
 
A Standard  & Poor’s U.S. m un icipa l note  rating re flects Standard  & Poor’s opin ion  about 
the  liqu id ity factors and  m arke t access risks un ique  to  the  note s.  Note s due  in  th ree  
years or le ss will like ly rece ive  a  note  rating. Note s with  an  origina l m atu rity of m ore  than  
three  years will m ost like ly rece ive  a  long-te rm  debt ra ting.  In  de te rm in ing wh ich  type  
of ra ting, if any, to  assign , Standard & Poor’s ana lysis will review the  fo llowing 
considera tions: 
 
 Am ortiza tion  schedu le—the  larger the  fina l m aturity re la tive  to  o the r m aturitie s, 

the  m ore  like ly it will be  treated  as a  note ; and 
  
 Source  of paym ent—the  m ore  dependent the  issue  is on  the  m arke t for its  

re financing, the  m ore  like ly it will be  trea ted  as a  note . 
 
Note  rating sym bols are  as fo llows: 
 
SP-1 
Strong capacity to  pay principa l and  in te re st.  An  issue  de te rm ined  to  possess a  very 
strong capacity to  pay debt se rvice  is given  a  p lus (+) designa tion . 
 
SP-2 
Sa tisfactory capacity to  pay principa l and  in te re st, with  som e  vu lnerability to  adverse  
financia l and  econom ic changes ove r the  te rm  of the  notes. 
 
SP-3 
Specu lative  capacity to  pay principa l and  in te rest. 
 
See active and inactive qua lifiers following Standa rd & Poors Short-Term Issue Credit Ra tings 
beginning on page A-3. 
 
 
 Mood y’s  US Mu n icipa l Sh or t -Te rm  De b t  An d  De m a n d  Ob liga t ion  Ra t in gs 
 
Sh or t -Te rm  De b t  Ra t in gs 
 
The re  a re  three  rating ca tegorie s for short-te rm  m unicipa l obliga tions that are  
considered  investm en t grade . These  ratings a re  designated  as Municipa l Investm ent 
Grade  (MIG) and  are  d ivided  in to  th ree  leve ls -- MIG 1 through  MIG 3. In  addition , those 
short-te rm  obliga tions that a re  of specu lative  qua lity a re  designated  SG, or specu lative  
grade . MIG ratings expire  a t the  m aturity of the  obliga tion . 
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MIG 1 
Th is designation  denote s superior credit qua lity. Exce llen t protection  is a fforded  by 
e stab lished  cash  flows, h igh ly re liab le  liqu id ity support, o r dem onstrated broad-based  
access to  the  m arke t for re financing. 
 
MIG 2 
Th is designa tion  denotes strong credit qua lity. Margins of protection  are  am ple , a lthough 
not as la rge  as in  the  preceding group. 
 
MIG 3 
Th is designa tion  denote s acceptable  credit qua lity. Liqu id ity and  cash-flow protection  
m ay be  narrow, and  m arke t access for re financing is like ly to  be  less well-e stab lished . 
 
SG 
Th is designation  denote s specu lative-grade  credit qua lity. Debt instrum ents in  th is 
ca tegory m ay lack su fficien t m argins of pro tection . 
 
De m a n d  Ob liga t ion  Ra t in gs 
 
In  the  case  of variab le  ra te  dem and obliga tions (VRDOs), a  two-com ponent ra ting is 
assigned; a  long or short-te rm  debt ra ting and  a  dem and obliga tion  ra ting. The  first 
e lem ent represents Moody’s eva luation  of the  degree  of risk associa ted  with  schedu led 
principa l and  in te re st paym en ts. The  second e lem en t repre sents Moody’s eva luation  of 
the  degree  of risk associa ted with  the  ab ility to  rece ive  pu rchase  price  upon  dem and 
(“dem and fea ture”), u sing a  varia tion  of the  MIG rating sca le , the  Variable  Municipa l 
Investm en t Grade  or VMIG ra ting. 
 
When  e ithe r the  long- or short-te rm  aspect of a  VRDO is not ra ted , that p iece  is 
designated  NR, e .g., Aaa /NR or NR/VMIG 1. 
 
VMIG rating expira tions a re  a  function  of each  issue ’s specific structura l or credit featu re s. 
  
VMIG 1 
Th is designation  denote s superior credit qua lity. Exce llen t protection  is a fforded  by the  
superior short-te rm  credit strength  of the  liqu id ity provide r and  structura l and lega l 
protections that ensure  the  tim e ly paym en t of pu rchase  price  upon  dem and. 
 
VMIG 2 
Th is designation  denotes strong credit qua lity. Good protection  is a fforded  by the  strong 
short-te rm  credit strength  of the  liqu id ity provide r and  structu ra l and lega l protections 
that ensu re  the  tim e ly paym en t of purchase  price  upon  dem and. 
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VMIG 3 
Th is designation  denote s acceptable  credit qua lity. Adequate  protection  is a fforded  by 
the  satisfactory short-te rm  credit strength  of the  liqu id ity provide r and  structu ra l and 
lega l protections that ensu re  the  tim e ly paym en t of pu rchase  price  upon dem and. 
 
SG 
Th is designa tion  denotes specu la tive -grade  credit qua lity. Dem and feature s rated in  th is 
ca tegory m ay be  supported  by a  liqu id ity provide r that does not have  an  investm ent 
grade  short-te rm  ra ting or m ay lack the  structura l and/or lega l protections necessary to 
ensure  the  tim e ly paym ent of purchase  price  upon  dem and. 
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APPENDIX “B” Be a con  Ca p it a l Ma n a ge m e n t  Proxy Vot in g Po licy 

 
1. Beacon Capital Management Policies and Procedures Manual 
 
Proxy Voting 
 
Policy.  Beacon does not accept or vote proxies, as set forth in its client agreements. To the 
extent Beacon changes its business, it will update this section accordingly. However, with 
respect to Beacon ETFs, Beacon will mirror vote proxies from underlying ETF investments to 
comply with Section 12d-1F or will ensure that the Sub-Adviser does so (see separate 
Compliance Manual for Beacon ETFs – Item 12 below). 
 
2. Beacon Capital Management Policies and Procedures Manual Exchange Traded 
Funds 
 
Section 12(d)(1) – Fund of Funds and Proxy Voting 
 
Any proxies issued by underlying investment companies will be mirror voted by the Adviser 
(or, as agreed to, by the Sub-Adviser), pursuant to the procedures set forth in Appendix 12 
hereto, in order to stay within the safe harbor proscribed by Section 12(d)(1)(F). 
 
Appendix 12 
 
Voting Requirements 

 
Rule 12d1-4 requires an Acquiring Fund and its Advisory Group to instead use pass-through 
voting (that is, seek voting instructions from the Acquiring Fund’s own shareholders and vote 
accordingly) in situations where all holders of an Acquired Fund’s outstanding voting securities 
are required by Rule 12d1-4 or Section 12(d)(1) of the 1940 Act to use mirror voting. The SEC 
provides that in circumstances where mirror voting by an Acquiring Fund would not be feasible, 
such as when Acquiring Funds are the only shareholders of an Acquired Fund, the Acquiring 
Fund must use pass-through voting. 
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