
1 
 

STATEMENT OF ADDITIONAL INFORMATION 
  

INDEX FUNDS 
  

  No Load Shares 

Index Funds S&P 500
®
 

Equal Weight 

INDEX 
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Investment Adviser: 

The Index Group, LLC 

(the “Adviser”) 
  

This Statement of Additional Information (the “SAI”) describes the Index Funds S&P 500
®
 Equal Weight 

(the “Fund”), a series of Index Funds (the “Trust”). The Trust is a registered open-end investment 

company. The Fund currently offers one class of shares, known as No Load Shares. 

  

The Fund constitutes a separate investment portfolio with distinct investment objectives and policies. 

Shares of the Fund are sold to the public by ALPS Distributors, Inc., as Distributor to the Fund, as an 

investment vehicle for individuals, institutions, corporations and fiduciaries, including clients of the 

Adviser or its affiliates. 

  

This SAI is not a prospectus and is only authorized for distribution when preceded or accompanied by the 

prospectus for the Fund, dated June 28, 2019 (the “Prospectus”). This SAI contains additional and more 

detailed information than that set forth in a Prospectus and should be read in conjunction with a 

Prospectus. The Fund’s current prospectus, as supplemented from time to time, is incorporated by 

reference into the SAI. A Prospectus may be obtained, without charge, on the Adviser’s website 

(www.INDEX.fund), by writing the Fund at Index Funds, P.O. Box 1920, Denver, CO 80201, or by 

calling 1-888-544-2685. 

  

The Fund’s most recent Annual Report dated March 31, 2019 is, incorporated by reference into this SAI 

and can be obtained free of charge by calling the toll-free number printed above. 
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GENERAL INFORMATION 
  

The Index Funds S&P 500
®
 Equal Weight (the “Fund”) is a separate series of Index Funds, an 

open-end management investment company that was organized as a trust under the laws of the State of 

Delaware on November 9, 2005 (the “Trust”). The Trust was previously known as “Giant 5 Funds”, and 

changed its name to “Index Funds” in February 2014. The Fund is described in this Statement of 

Additional Information (the “SAI”). The Fund currently offers one class of shares: No Load Shares. The 

Fund is diversified, as that term is defined in the Investment Company Act of 1940, as amended (the 

“1940 Act”). 

  

Shares of the Fund are continuously offered for sale by the Fund’s Distributor at the applicable 

public offering price (i) directly to the public through the Fund’s transfer agent, (ii) to clients of a 

financial institution, such as a federal or state-chartered bank, trust company or savings and loan 

association that has entered into a servicing agreement with the Trust (collectively, “Servicing Agents”), 

and (iii) to clients of a securities broker that has entered into a dealer agreement with the Distributor. See 

“Purchase of Shares.” 

  

INVESTMENT OBJECTIVE, POLICIES AND RESTRICTIONS 
  

The Prospectus for the Fund discusses the investment objectives and strategies for the Fund and 

explains how the Fund allocates its assets among the different types of securities that the Fund may invest 

in. Please refer to the Fund’s Prospectus for a discussion of the Fund’s principal investment strategies, the 

principal asset types or securities in which the Fund may invest, and the principal risks associated with 

the foregoing. Additional information regarding the assets or securities in which the Fund may invest, 

including securities or instruments not described in the Prospectus, appears on page 5 of this SAI. 

  

As with all mutual funds, there can be no assurance that the investment objectives of the Fund 

will be achieved. The Fund’s investment objectives may be changed without approval by the holders of a 

majority (as defined in the 1940 Act of the Fund’s outstanding voting shares), subject to 60 days’ advance 

notice to shareholders. The term “majority of the outstanding shares” means the vote of (i) 67% or more 

of the Fund’s shares present at a meeting, if more than 50% of the outstanding shares of the Fund are 

present or represented by proxy, or (ii) more than 50% of the Fund’s outstanding shares, whichever is 

less. 

  

Investment Restrictions. The Fund has adopted investment policies which may be fundamental or non-

fundamental. Fundamental policies cannot be changed without approval by the holders of a majority (as 

defined in the 1940 Act) of the outstanding voting securities of the Fund, as the case may be. 

  

Non-fundamental policies may be changed without shareholder approval by vote of a majority of 

the Trustees of the Trust at any time, subject to 60 days’ advance notice to shareholders. 

  

Fundamental Investment Restrictions. The Fund is subject to the following investment restrictions, all of 

which are fundamental policies. 

  

The Fund may not: 

  

(1) borrow money except as permitted by the 1940 Act or other governing statute, by the Rules 

thereunder, or by the SEC or other regulatory agency with authority over the Fund; 

  

(2) invest directly in real estate unless it is acquired as a result of ownership of securities or other 

instruments, except that this restriction shall not prevent the Fund from investing in securities or other 
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instruments (1) issued by companies that invest, deal, or otherwise engage in transactions in real estate or 

(2) backed or secured by real estate or interests in real estate; 

  

(3) issue senior securities except as permitted by the 1940 Act or other governing statute, by the 

Rules thereunder, or by the SEC or other regulatory agency with authority over the Fund; 

  

(4) act as an underwriter of another issuer’s securities, except to the extent that the Fund may be 

deemed to be an underwriter within the meaning of the Securities Act of 1933 (the 1933 Act), in 

connection with the purchase and sale of portfolio securities; 

  

(5) make loans to other parties, except to the extent permitted under the 1940 Act, including the 

rules, regulations and any orders obtained thereunder, provided that for the purposes of this limitation, 

entering into repurchase agreements, lending securities and acquiring any debt securities are not deemed 

to be the making of loans; 

  

(6) invest in physical commodities, except that: (i) currency will not be deemed to be a 

commodity for purposes of this restriction, (ii) this restriction does not limit the purchase, sale or use of 

swaps, futures contracts, forward contracts or options, and (iii) this restriction does not limit the purchase 

or sale of securities or other instruments backed by commodities; and 

  

(7) invest more than 25% of its assets (valued at the time of investment) in the securities of 

issuers conducting their principal business activity in the same industry if, immediately after the purchase 

and as a result thereof, the value of the Fund’s investments in that industry would equal or exceed 25% of 

the current value of the Fund’s total assets, provided that this restriction does not limit the Fund’s: (i) 

investments in securities of other investment companies, (ii) investments in securities issued or 

guaranteed by the U.S. government, its agencies or instrumentalities, or (iii) investments in repurchase 

agreements collateralized by U.S. government securities, and provided further that the Fund reserves the 

right to concentrate in any industry in which the index that the Fund tracks becomes concentrated to 

approximately the same degree during the same period. 

  

Compliance with the fundamental policies previously described is generally measured at the time 

the securities are purchased. Unless otherwise required by the 1940 Act (as is the case with borrowing), if 

a percentage restriction is adhered to at the time the investment is made, a later change in percentage 

resulting from a change in the market value of assets will not constitute a violation of such restriction. All 

fundamental policies must comply with applicable regulatory requirements. 

  

With respect to paragraph (1), the 1940 Act currently allows the Fund to borrow up to one-third 

of the value of its total assets (including the amount borrowed) valued at the lesser of cost or market, less 

liabilities (not including the amount borrowed) at the time the borrowing is made. With respect to 

paragraph (5), the 1940 Act and regulatory interpretations currently limit the percentage of the Fund’s 

securities that may be loaned to one-third of the value of its total assets. 

  

For the purposes of restrictions (7) above, industry classifications are determined for the Fund in 

accordance with the industry or sub-industry classifications established by Bloomberg. The Fund may use 

other classification titles, standards and systems from time to time, as it determines to be in the best 

interests of shareholders. The use of any particular classification system is not a fundamental policy. In 

addition, while the Fund does not regard other investment companies as an “industry,” the Fund intends 

to look through to the holdings of underlying investment companies, subject to the Fund’s ability to 

obtain such information, for purposes of restriction (7). 
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Non-Fundamental Investment Restrictions. 

  

In addition, it is contrary to the Fund’s present policies, which may be changed without 

shareholder vote, to purchase any illiquid security, including any securities whose disposition is restricted 

under federal securities laws and securities that are not readily marketable, if, as a result, more than 15% 

of the Fund’s net assets (based on then-current value) would then be invested in such securities. For 

purposes of this restriction, the staff of the SEC is presently of the view that repurchase agreements 

maturing in more than seven days are subject to this restriction. Until that position is revised, modified or 

rescinded, the Fund will conduct its operations in a manner consistent with this view. This limitation on 

investment in illiquid securities does not apply to certain restricted securities, including securities 

pursuant to Rule 144A under the Securities Act of 1933, as amended, and certain commercial paper that 

the Adviser has determined to be liquid under procedures approved by the Board of Trustees. 

  

INDEX DISCLOSURE 
  

The S&P 500
®
 Equal Weight Index (the “Index”) is a product of S&P Dow Jones Indices LLC 

(“SPDJI”), and has been licensed for use by The Index Group, LLC S&P
®
 is a registered trademark of 

S&P Global (“S&P”); Dow Jones
®
 is a registered trademark of Dow Jones Trademark Holdings LLC 

(“Dow Jones”); Standard & Poor’s
®
 and S&P

®
 are trademarks of the Standard & Poor’s Financial 

Services LLC (“S&P”); and these trademarks have been licensed for use by SPDJI and sublicensed for 

certain purposes by The Index Group, LLC The Index Funds S&P 500
®
 Equal Weight is not sponsored, 

endorsed, sold or promoted by SPDJI, Dow Jones, S&P, any of their respective affiliates (collectively, 

“S&P Dow Jones Indices”). S&P Dow Jones Indices makes no representation or warranty, express or 

implied, to the owners of the Index Funds S&P 500
®
 Equal Weight or any member of the public 

regarding the advisability of investing in securities generally or in Index Funds S&P 500
®
 Equal Weight 

particularly or the ability of the S&P 500
®
 Equal Weight Index to track general market performance. S&P 

Dow Jones Indices’ only relationship to The Index Group, LLC with respect to the S&P 500
®
 Equal 

Weight Index is the licensing of the Index and certain trademarks, service marks and/or trade names of 

S&P Dow Jones Indices and/or its licensors. The S&P 500
®
 Equal Weight Index is determined, composed 

and calculated by S&P Dow Jones Indices without regard to The Index Group, LLC or the Index Funds 

S&P 500
®
 Equal Weight. S&P Dow Jones Indices have no obligation to take the needs of The Index 

Group, LLC or the owners of the Index Funds S&P 500
®
 Equal Weight into consideration in determining, 

composing or calculating the S&P 500
®
 Equal Weight Index. S&P Dow Jones Indices are not responsible 

for and have not participated in the determination of the prices, and amount of the Index Funds S&P 500
®
 

Equal Weight or the timing of the issuance or sale of the Index Funds S&P 500
®
 Equal Weight or in the 

determination or calculation of the equation by which the Index Funds S&P 500
®
 Equal Weight is to be 

converted into cash, surrendered or redeemed, as the case may be. S&P Dow Jones Indices have no 

obligation or liability in connection with the administration, marketing or trading of the Index Funds S&P 

500
®
 Equal Weight. There is no assurance that investment products based on the S&P 500

®
 Equal Weight 

Index will accurately track index performance or provide positive investment returns. S&P Dow Jones 

Indices LLC is not an investment advisor. Inclusion of a security within an index is not a recommendation 

by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be investment 

advice. 

  

S&P DOW JONES INDICES DOES NOT GUARANTEE THE ADEQUACY, ACCURACY, 

TIMELINESS AND/OR THE COMPLETENESS OF THE INDEX OR ANY DATA RELATED 

THERETO OR ANY COMMUNICATION, INCLUDING BUT NOT LIMITED TO, ORAL OR 

WRITTEN COMMUNICATION (INCLUDING ELECTRONIC COMMUNICATIONS) WITH 

RESPECT THERETO. S&P DOW JONES INDICES SHALL NOT BE SUBJECT TO ANY DAMAGES 

OR LIABILITY FOR ANY ERRORS, OMISSIONS, OR DELAYS THEREIN. S&P DOW JONES 

INDICES MAKE NO EXPRESS OR IMPLIED WARRANTIES, AND EXPRESSLY DISCLAIMS ALL 
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WARRANTIES, OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE 

(INCLUDING, WITHOUT LIMITATION, COMPLIANCE WITH SHARIAH LAW) OR AS TO 

RESULTS TO BE OBTAINED BY THE INDEX GROUP, LLC, OWNERS OF THE INDEX FUNDS 

S&P 500
®
 EQUAL WEIGHT, OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE 

INDEX OR WITH RESPECT TO ANY DATA RELATED THERETO. WITHOUT LIMITING ANY 

OF THE FOREGOING, IN NO EVENT WHATSOEVER SHALL S&P DOW JONES INDICES BE 

LIABLE FOR ANY INDIRECT, SPECIAL, INCIDENTAL, PUNITIVE, OR CONSEQUENTIAL 

DAMAGES INCLUDING BUT NOT LIMITED TO, LOSS OF PROFITS, TRADING LOSSES, LOST 

TIME OR GOODWILL, EVEN IF THEY HAVE BEEN ADVISED OF THE POSSIBLITY OF SUCH 

DAMAGES, WHETHER IN CONTRACT, TORT, STRICT LIABILITY, OR OTHERWISE. THERE 

ARE NO THIRD PARTY BENEFICIARIES OF ANY AGREEMENTS OR ARRANGEMENTS 

BETWEEN S&P DOW JONES INDICES AND THE INDEX GROUP, LLC, OTHER THAN THE 

LICENSORS OF S&P DOW JONES INDICES. 

  

ADDITIONAL INFORMATION ABOUT SECURITIES IN WHICH THE FUND MAY INVEST 
  

The Fund’s principal investment objectives and strategies are discussed in the Prospectus under 

the “SUMMARY SECTION” for the Fund and under “INVESTMENT OBJECTIVE” and 

“PRINCIPAL INVESTMENT STRATEGIES.” In order to achieve its investment objectives, the Fund 

generally makes investments of the sort described in the Prospectus. 

  

The Fund may also invest in certain types of securities, or engage in certain investment activities, 

as generally discussed below. In addition, the Fund may be subject to additional risks in connection with 

its investments in such securities or as a result of the Fund’s investment strategies or activities. The 

following is not meant to be an exclusive list of all the securities and instruments in which the Fund may 

invest, the investment strategies or activities in which it may engage, or the risks associated with both. 

The Fund may invest in instruments and securities and engage in strategies or activities other than those 

listed below, and may be subject to risks that are not described here. To the extent this section describes 

an investment type also described in the prospectus, the disclosure in this SAI should be regarded as 

supplementing, and not replacing, the prospectus disclosure. 

  

INVESTMENT COMPANY SECURITIES 

  

The Fund may, from time to time invest in shares of other investment companies, including open-

end investment companies, subject to limits prescribed by the 1940 Act. These investment companies 

typically incur fees that are separate from those fees incurred directly by the Fund. The Fund’s purchase 

of such investment company securities results in the layering of expenses, such that shareholders would 

indirectly bear a proportionate share of the operating expenses of such investment companies, including 

advisory fees, in addition to paying Fund expenses. No adjustments will be made to the advisory fee with 

respect to assets of the Fund invested in such investment companies. 

  

Exchange Traded Funds. (“ETFs”) ETFs are investment companies whose shares are bought and 

sold on a securities exchange. An ETF holds a portfolio of securities designed to track a particular market 

segment or index. Some examples of ETFs are SPDRsв, streetTRACKS, DIAMONDSSM, NASDAQ 

100 Index Tracking StockSM (“QQQs SM”) and iSharesв. 

  

An investment in an ETF generally presents the same primary risks as an investment in a fund 

that is not exchange traded and that has the same investment objectives, strategies, and policies. The price 

of an ETF can fluctuate within a wide range, and the Fund could lose money investing in an ETF if the 

prices of the stocks owned by the ETF go down. In addition, ETFs are subject to the following risks that 

do not apply to other funds: (i) the market price of the ETF’s shares may trade at a discount to their net 
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asset value; (ii) an active trading market for an ETF’s shares may not develop or be maintained; or (iii) 

trading of an ETF’s shares may be halted if the listing exchange’s officials deem such action appropriate, 

the shares are delisted from the exchange, or the activation of market-wide “circuit breakers” (which are 

tied to large decreases in stock prices) halts stock trading generally. 

  

EQUITY SECURITIES 

  

Equity securities represent ownership interests in a company and may consist of common stocks, 

preferred stocks, warrants to acquire common stock, or securities convertible into common stock. 

Investments in equity securities in general are subject to market risks that may cause their prices to 

fluctuate over time. Fluctuations in the value of equity securities in which a fund invests will cause the net 

asset value of a fund to fluctuate. The Fund may purchase equity securities traded in the U.S. or foreign 

countries on securities exchanges or the over-the-counter market. Equity securities are described in more 

detail below: 

  

Common Stock. Common stock represents an equity or ownership interest in an issuer. In the 

event an issuer is liquidated or declares bankruptcy, the claims of owners of bonds and preferred stock 

take precedence over the claims of those who own common stock. 

  

Preferred Stock. Preferred stock represents an equity or ownership interest in an issuer that pays 

dividends at a specified rate and that has precedence over common stock in the payment of dividends. In 

the event an issuer is liquidated or declares bankruptcy, the claims of owners of bonds take precedence 

over the claims of those who own preferred and common stock. 

  

Warrants. Warrants are instruments that entitle the holder to buy an equity security at a specific 

price for a specific period of time. Changes in the value of a warrant do not necessarily correspond to 

changes in the value of its underlying security. The price of a warrant may be more volatile than the price 

of its underlying security, and a warrant may offer greater potential for capital appreciation as well as 

capital loss. Warrants do not entitle a holder to dividends or voting rights with respect to the underlying 

security and do not represent any rights in the assets of the issuing company. A warrant ceases to have 

value if it is not exercised prior to its expiration date. These factors can make warrants more speculative 

than other types of investments. 

  

Convertible Securities. Convertible securities are bonds, debentures, notes, preferred stocks or 

other securities that may be converted or exchanged (by the holder or by the issuer) into shares of the 

underlying common stock (or cash or securities of equivalent value) at a stated exchange ratio. A 

convertible security may also be called for redemption or conversion by the issuer after a particular date 

and under certain circumstances (including a specified price) established upon issue. If a convertible 

security held by the Fund is called for redemption or conversion, the fund could be required to tender it 

for redemption, convert it into the underlying common stock, or sell it to a third-party. 

  

Convertible securities generally have less potential for gain or loss than common stocks. 

Convertible securities generally provide yields higher than the underlying common stocks, but generally 

lower than comparable non-convertible securities. Because of this higher yield, convertible securities 

generally sell at a price above their “conversion value,” which is the current market value of the stock to 

be received upon conversion. The difference between this conversion value and the price of convertible 

securities will vary over time depending on changes in the value of the underlying common stocks and 

interest rates. When the underlying common stocks decline in value, convertible securities will tend not to 

decline to the same extent because of the interest or dividend payments and the repayment of principal at 

maturity for certain types of convertible securities. However, securities that are convertible other than at 

the option of the holder generally do not limit the potential for loss to the same extent as securities 
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convertible at the option of the holder. When the underlying common stocks rise in value, the value of 

convertible securities may also be expected to increase. At the same time, however, the difference 

between the market value of convertible securities and their conversion value will narrow, which means 

that the value of convertible securities will generally not increase to the same extent as the value of the 

underlying common stocks. Because convertible securities may also be interest-rate sensitive, their value 

may increase as interest rates fall and decrease as interest rates rise. Convertible securities are also subject 

to credit risk, and are often lower-quality securities. 

  

Generally, capitalization or market capitalization is a measure of a company’s size. Investing in 

equity securities of small and medium capitalization companies often involves greater risk than is 

customarily associated with investments in larger capitalization companies. This increased risk may be 

due to the greater business risks of smaller size, limited markets and financial resources, narrow product 

lines and frequent lack of depth of management. The securities of smaller companies are often traded in 

the over-the-counter market and even if listed on a national securities exchange may not be traded in 

volumes typical for that exchange. Consequently, the securities of smaller companies are less likely to be 

liquid, may have limited market stability, and may be subject to more abrupt or erratic market movements 

than securities of larger, more established growth companies or the market averages in general. 

  

FOREIGN SECURITIES 

  

The Fund may invest in foreign securities. Foreign investments can involve significant risks in 

addition to the risks inherent in U.S. investments. The value of securities denominated in or indexed to 

foreign currencies, and of dividends and interest from such securities, can change significantly when 

foreign currencies strengthen or weaken relative to the U.S. dollar. Foreign securities markets generally 

have less trading volume and less liquidity than U.S. markets, and prices on some foreign markets can be 

highly volatile. Many foreign countries lack uniform accounting and disclosure standards comparable to 

those applicable to U.S. companies and it may be more difficult to obtain reliable information regarding 

an issuer’s financial condition and operations. In addition, the costs of foreign investing, including 

withholding taxes, brokerage commissions, and custodial costs, generally are higher than for U.S. 

investments. 

  

Foreign markets may offer less protection to investors than U.S. markets. Foreign issuers, 

brokers, and securities markets may be subject to less government supervision. Foreign security trading 

practices, including those involving the release of assets in advance of payment, may invoke increased 

risks in the event of a failed trade or the insolvency of a broker-dealer, and may involve substantial 

delays. It also may be difficult to enforce legal rights in foreign countries. 

  

Investing abroad also involves different political and economic risks. Foreign investments may be 

affected by actions of foreign governments adverse to the interests of U.S. investors, including the 

possibility of expropriation or nationalization of assets, confiscatory taxation, and restrictions on U.S. 

investment or on the ability to repatriate assets or convert currency into U.S. dollars, or other government 

intervention. There may be a greater possibility of default by foreign governments or foreign government-

sponsored enterprises. Investments in foreign countries also involve a risk of local political, economic or 

social instability, military action or unrest, or adverse diplomatic developments. There is no assurance 

that an advisor will be able to anticipate or counter these potential events and their impacts on the Fund’s 

share price. 

  

Investments by the Fund in emerging markets securities include special risks in addition to those 

generally associated with foreign investing. The Adviser regards “emerging markets” to include all 

countries currently excluded from the MSCI World Index of developed countries, and domicile is 

determined by where the company is organized, located, has the majority of its assets, or receives the 
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majority of its revenue. Many investments in emerging markets can be considered speculative, and the 

value of those investments can be more volatile than in more developed foreign markets. Emerging 

markets also have different clearance and settlement procedures, and delays in settlement could result in 

temporary periods when a portion of the assets is uninvested and no return is earned thereon. The inability 

to make intended security purchases due to settlement problems could cause the Fund to miss attractive 

investment opportunities. Inability to dispose of portfolio securities due to settlement problems could 

result either in losses to the Fund due to subsequent declines in the value of those securities or possible 

liability to the purchaser. Many emerging markets have experienced substantial rates of inflation for many 

years, which has had and may continue to have adverse effects on the economies and securities markets of 

certain emerging market countries. In an attempt to control inflation, certain emerging market countries 

have imposed wage and price controls. Emerging market governmental issuers are among the largest 

debtors to commercial banks, foreign governments, international financial organizations and other 

financial institutions. Debt obligations of emerging market countries may involve a high degree of risk, 

and may be in default or present the risk of default. Certain emerging market governmental issuers have 

not been able or have been unwilling to make payments of interest or principal on debt obligations as 

those payments have come due. 

  

CURRENCY TRANSACTIONS 

  

A currency exchange transaction may be conducted either on a spot (i.e., cash) basis at the spot 

rate for purchasing or selling currency prevailing in the foreign exchange market or through a forward 

currency exchange contract (“forward contract”). A forward contract is an agreement to purchase or sell a 

specified currency at a specified future date (or within a specified time period) and price set at the time of 

the contract. Forward contracts are usually entered into with banks, foreign exchange dealers or broker-

dealers, are not exchange-traded, and are usually for less than one year, but may be renewed. 

  

Forward currency transactions may involve currencies of the different countries in which the 

Fund may invest, and serve as hedges against possible variations in the exchange rate between these 

currencies. Transaction hedging is the purchase or sale of a forward contract with respect to specific 

payables or receivables of the Fund accruing in connection with the purchase or sale of portfolio 

securities. Portfolio hedging is the use of a forward contract with respect to a portfolio security position 

denominated or quoted in a particular currency. The Fund may engage in portfolio hedging with respect 

to the currency of a particular country in amounts approximating actual or anticipated positions in 

securities denominated in that currency. 

  

If the Fund enters into a forward contract hedging an anticipated purchase of portfolio securities, 

assets of the Fund having a value at least as great as the Fund’s commitment under such forward contract 

will be segregated on the books of the Fund while the contract is outstanding. 

  

At the maturity of a forward contract to deliver a particular currency, the Fund may either sell the 

portfolio security related to such contract and make delivery of the currency, or it may retain the security 

and either acquire the currency on the spot market or terminate its contractual obligation to deliver the 

currency by purchasing an offsetting contract with the same currency trader obligating it to purchase on 

the same maturity date the same amount of the currency. 

  

It is impossible to forecast with absolute precision the market value of portfolio securities at the 

expiration of a forward contract. Accordingly, it may be necessary for the Fund to purchase additional 

currency on the spot market (and bear the expense of such purchase) if the market value of the security is 

less than the amount of currency that the Fund is obligated to deliver and if a decision is made to sell the 

security and make delivery of the currency. Conversely, it may be necessary to sell on the spot market 
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some of the currency received upon the sale of the portfolio security if its market value exceeds the 

amount of currency that the Fund is obligated to deliver. 

  

Hedging against a decline in the value of a currency does not eliminate fluctuations in the prices of 

portfolio securities or prevent losses if the prices of such securities decline. Such transactions also 

preclude the opportunity for gain if the value of the hedged currency should rise. Moreover, it may not be 

possible for the Fund to hedge against a devaluation that is so generally anticipated that the Fund is not 

able to contract to sell the currency at a price above the devaluation level it anticipates. The cost to the 

Fund of engaging in currency exchange transactions varies with such factors as the currency involved, the 

length of the contract period, and prevailing market conditions. Since currency exchange transactions are 

usually conducted on a principal basis, no fees or commissions are involved. 

  

EUROBONDS AND YANKEE BONDS 

  

Bonds issued by foreign branches of U.S. banks ("Eurobonds") and bonds issued by a U.S. 

branch of a foreign bank and sold in the United States ("Yankee bonds"). These bonds are bought and 

sold in U.S. dollars, but generally carry with them the same risks as investing in foreign securities. 

  

RESTRICTED SECURITIES 

  

The Fund may invest up to 15% of its net assets in illiquid securities. An illiquid security 

generally is one that cannot be sold in the ordinary course of business within seven days at substantially 

the value assigned to it in calculations of the Fund’s net asset value. Repurchase agreements maturing in 

more than seven days, OTC derivatives, and restricted securities are generally illiquid; other types of 

investments may also be illiquid from time to time. If, through the appreciation of illiquid securities or the 

depreciation of liquid securities, the Fund should be in a position where more than 15% of the value of its 

net assets are invested in illiquid assets, that Fund will take appropriate steps to protect liquidity. Illiquid 

securities are priced at a fair value determined in good faith by the board of directors or trustees of the 

fund or its delegate. The Fund may be unable to realize a favorable price upon sale of the securities, or in 

some cases may not be able to sell the securities. 

  

Restricted securities may be sold only in privately negotiated transactions or in a public offering 

with respect to which a registration statement is in effect under the Securities Act of 1933 (the “1933 

Act”). Where registration is required, the Fund may be obligated to pay all or part of the registration 

expenses and a considerable period may elapse between the time of the decision to sell and the time the 

Fund may be permitted to sell a security under an effective registration statement. If, during such a period, 

adverse market conditions were to develop, the Fund might obtain a less favorable price than prevailed 

when it decided to sell. Restricted securities will be priced at a fair value as determined in good faith by 

the board of the Fund. 

  

Notwithstanding the above, the Fund may purchase securities that have been privately placed but 

that are eligible for purchase and sale under Rule 144A under the 1933 Act. That rule permits certain 

qualified institutional buyers, such as the Fund, to trade in privately placed securities that have not been 

registered for sale under the 1933 Act. Generally, the Fund’s investment advisor, under the supervision of 

the board of directors or trustees, will consider whether securities purchased under Rule 144A are illiquid 

and thus subject to the Fund’s restriction of investing no more than 15% of its assets in illiquid securities. 

Investing in Rule 144A securities could have the effect of increasing the amount of the Fund’s assets 

invested in illiquid securities if qualified institutional buyers are unwilling to purchase such securities. 
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DEBT SECURITIES 

  

Investors should be aware that even though interest-bearing obligations are investments which 

promise a stable stream of income, the prices of such securities are inversely affected by changes in 

interest rates and, therefore, are subject to the risk of market price fluctuations. Long-term obligations are 

affected to a greater extent by interest rates than shorter term obligations. The values of fixed-income 

obligations also may be affected by changes in the credit rating or financial condition of the issuing 

entities. 

  

The Fund may invest in debt securities, including lower-rated securities (i.e., securities rated BB 

or lower by Standard & Poor’s Corporation, a division of McGraw Hill Financial, Inc., or Ba or lower by 

Moody’s Investor Services, Inc. (“Moody’s”), commonly called “junk bonds”), and securities that are not 

rated. There may be no restrictions as to the ratings of debt securities acquired by the Fund or the portion 

of the Fund’s assets that may be invested in debt securities in a particular ratings category. 

  

Securities rated BBB or Baa are considered to be medium grade and to have speculative 

characteristics. Lower-rated debt securities are predominantly speculative with respect to the issuer’s 

capacity to pay interest and repay principal. Investment in medium- or lower-quality debt securities 

involves greater investment risk, including the possibility of issuer default or bankruptcy. An economic 

downturn could severely disrupt the market for such securities and adversely affect the value of such 

securities. In addition, lower-quality bonds are less sensitive to interest rate changes than higher-quality 

instruments and generally are more sensitive to adverse economic changes or individual corporate 

developments. During a period of adverse economic changes, including a period of rising interest rates, 

the junk bond market may be severely disrupted, and issuers of such bonds may experience difficulty in 

servicing their principal and interest payment obligations. 

  

Medium- and lower-quality debt securities may be less marketable than higher-quality debt 

securities because the market for them is less broad. The market for unrated debt securities is even 

narrower. During periods of thin trading in these markets, the spread between bid and asked prices is 

likely to increase significantly, and the Fund may have greater difficulty selling its portfolio securities. 

The market value of these securities and their liquidity may be affected by adverse publicity and investor 

perceptions. 

  

The debt securities held by the Fund may have redemption or call provisions. If an issuer 

exercises these provisions in a declining interest rate market, the Fund would have to replace the security 

with a lower yielding security, resulting in a decreased return for the investors in the Fund. Conversely, a 

high yield, high risk security’s value will decrease in a rising interest rate market, as will the value of the 

Fund’s assets. 

  

Special tax considerations are associated with investing in debt securities structured as zero 

coupon or pay-in-kind securities. The Fund will report the interest on these securities as income even 

though it receives no cash interest until the security’s maturity or payment date. 

  

Credit ratings evaluate the safety of principal and interest payments, not the market value risk of 

debt securities. Rating agencies may fail to change the credit ratings in a timely manner to reflect 

subsequent events. To the extent that the Fund invests in medium- and lower-quality debt securities, the 

achievement of the Fund’s investment objective may be more dependent on the Fund’s own credit 

analysis than is the case for higher quality bonds. A more complete description of the characteristics of 

bonds in each ratings category is included in Appendix A to this SAI. 
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HIGH YIELD SECURITIES 

  

High yield securities, commonly referred to as junk bonds, are debt obligations rated below 

investment grade, i.e., below BBB by Standard & Poor’s Ratings Services (“S&P Ratings”) or Baa by 

Moody’s Investors Service, Inc. (“Moody’s”), or their unrated equivalents. The risks associated with 

investing in high yield securities include: (i) high yield, lower rated bonds involve greater risk of default 

or price declines than investments in investment grade securities (e.g., securities rated BBB or higher by 

S&P Ratings or Baa or higher by Moody’s) due to changes in the issuer’s creditworthiness; (ii) the market 

for high risk, high yield securities may be thinner and less active, causing market price volatility and 

limited liquidity in the secondary market. This may limit the ability of the Fund to sell these securities at 

their fair market values either to meet redemption requests, or in response to changes in the economy or 

the financial markets; (iii) Market prices for high risk, high yield securities may also be affected by 

investors’ perception of the issuer’s credit quality and the outlook for economic growth. Thus, prices for 

high risk, high yield securities may move independently of interest rates and the overall bond market; and 

(iv) the market for high risk, high yield securities may be adversely affected by legislative and regulatory 

developments. 

  

FORWARD COMMITMENTS, WHEN-ISSUED PURCHASES AND DELAYED DELIVERY 

TRANSACTIONS 

  

The Fund may purchase or sell securities on a when-issued or delayed delivery basis and make 

contracts to purchase or sell securities for a fixed price at a future date beyond customary settlement time. 

Securities purchased or sold on a when-issued, delayed-delivery or forward commitment basis involve a 

risk of loss if the value of the security to be purchased declines, or the value of the security to be sold 

increases, before the settlement date. The Fund may dispose of securities purchased on a when-issued, 

delayed-delivery or a forward commitment basis before settlement when deemed appropriate by the 

Fund’s investment advisor. 

  

BORROWING 

  

The Fund may be permitted to borrow money up to one-third of the value of its total assets. 

Borrowing for the purpose of investment is a speculative technique that increases both investment 

opportunity and the Fund’s ability to achieve greater diversification. However, it also increases 

investment risk. Because the Fund’s investments will fluctuate in value, whereas the interest obligations 

on borrowed funds may be fixed, during times of borrowing, the Fund’s net asset value may tend to 

increase more when its investments increase in value, and decrease more when its investments decrease in 

value. In addition, interest costs on borrowings may fluctuate with changing market interest rates and may 

partially offset or exceed the return earned on the borrowed funds. Also, during times of borrowing under 

adverse market conditions, the Fund might have to sell portfolio securities to meet interest or principal 

payments at a time when fundamental investment considerations would not favor such sales. 

  

DERIVATIVE INSTRUMENTS 

  

The value of some derivative instruments in which the Fund invests may be particularly sensitive 

to changes in prevailing interest rates, and, like the other investments of the Fund, the ability of the Fund 

to successfully utilize these instruments may depend in part upon the ability of the Fund’s investment 

advisor to forecast interest rates and other economic factors correctly. If an investment advisor incorrectly 

forecasts such factors and has taken positions in derivative instruments contrary to prevailing market 

trends, the Fund could be exposed to the risk of loss. 
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If an investment advisor incorrectly forecasts interest rates, market values or other economic 

factors in utilizing a derivatives strategy for the Fund, the Fund might have been in a better position if it 

had not entered into the transaction at all. Also, suitable derivative transactions may not be available in all 

circumstances. The use of these strategies involves certain special risks, including a possible imperfect 

correlation, or even no correlation, between price movements of derivative instruments and price 

movements of related investments. While some strategies involving derivative instruments can reduce the 

risk of loss, they can also reduce the opportunity for gain or even result in losses by offsetting favorable 

price movements in related investments or otherwise, due to the possible inability of the Fund to purchase 

or sell a portfolio security at a time that otherwise would be favorable or the possible need to sell a 

portfolio security at a disadvantageous time because the Fund is required to maintain asset coverage or 

offsetting positions in connection with transactions in derivative instruments, and the possible inability of 

the Fund to close out or to liquidate its derivatives positions. In addition, the Fund’s use of such 

instruments may cause the Fund to realize higher amounts of short-term capital gains (generally taxed at 

ordinary income tax rates) than if it had not used such instruments. For funds that gain exposure to an 

asset class using derivative instruments backed by a collateral portfolio of fixed income instruments, 

changes in the value of the fixed income instruments may result in greater or lesser exposure to that asset 

class than would have resulted from a direct investment in securities comprising that asset class. 

  

Options on Securities and Indexes. The Fund may purchase and sell put and call options on fixed 

income or other securities or indexes in standardized contracts traded on foreign or domestic securities 

exchanges, boards of trade, or similar entities, or quoted on NASDAQ or on an over-the-counter market, 

and agreements, sometimes called cash puts, which may accompany the purchase of a new issue of bonds 

from a dealer. 

  

An option on a security (or index) is a contract that gives the holder of the option, in return for a 

premium, the right to buy from (in the case of a call) or sell to (in the case of a put) the writer of the 

option the security underlying the option (or the cash value of the index) at a specified exercise price at 

any time during the term of the option. The writer of an option on a security has the obligation upon 

exercise of the option to deliver the underlying security upon payment of the exercise price or to pay the 

exercise price upon delivery of the underlying security. Upon exercise, the writer of an option on an index 

is obligated to pay the difference between the cash value of the index and the exercise price multiplied by 

the specified multiplier for the index option. (An index is designed to reflect features of a particular 

financial or securities market, a specific group of financial instruments or securities, or certain economic 

indicators.) 

  

The Fund may write call options and put options only if they are “covered.” In the case of a call 

option on a security, the option is “covered” if the Fund owns the security underlying the call or has an 

absolute and immediate right to acquire that security without additional cash consideration (or, if 

additional cash consideration is required, cash or other assets determined to be liquid by the Fund’s 

investment advisor in accordance with procedures established by the board of directors or trustees, in such 

amount are segregated or “earmarked”) upon conversion or exchange of other securities held by the Fund. 

For a call option on an index, the option is covered if the Fund maintains with its custodian assets 

determined to be liquid by the Fund’s investment advisor in accordance with procedures established by 

the board of directors or trustees, in an amount equal to the contract value of the index. A call option is 

also covered if the Fund holds a call on the same security or index as the call written where the exercise 

price of the call held is (i) equal to or less than the exercise price of the call written, or (ii) greater than the 

exercise price of the call written, provided the difference is maintained by the Fund in segregated or 

“earmarked” assets determined to be liquid by the Fund’s investment advisor in accordance with 

procedures established by the board of directors or trustees. A put option on a security or an index is 

“covered” if the Fund segregates or “earmarks” assets determined to be liquid by the Fund’s investment 

advisor in accordance with procedures established by the board of directors or trustees equal to the 
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exercise price. A put option is also covered if the Fund holds a put on the same security or index as the 

put written where the exercise price of the put held is (i) equal to or greater than the exercise price of the 

put written, or (ii) less than the exercise price of the put written, provided the difference is maintained by 

the Fund in segregated or “earmarked” assets determined to be liquid by the Fund’s investment advisor in 

accordance with procedures established by the board of directors or trustees. 

  

If an option written by the Fund expires unexercised, the Fund realizes a capital gain equal to the 

premium received at the time the option was written. If an option purchased by the Fund expires 

unexercised, the Fund realizes a capital loss equal to the premium paid. Prior to the earlier of exercise or 

expiration, an exchange traded option may be closed out by an offsetting purchase or sale of an option of 

the same series (type, exchange, underlying security or index, exercise price, and expiration). There can 

be no assurance, however, that a closing purchase or sale transaction can be effected when the Fund 

desires. 

  

The Fund may sell put or call options it has previously purchased, which could result in a net gain 

or loss depending on whether the amount realized on the sale is more or less than the premium and other 

transaction costs paid on the put or call option which is sold. Prior to exercise or expiration, an option 

may be closed out by an offsetting purchase or sale of an option of the same series. The Fund will realize 

a capital gain from a closing purchase transaction if the cost of the closing option is less than the premium 

received from writing the option, or, if it is more, the Fund will realize a capital loss. If the premium 

received from a closing sale transaction is more than the premium paid to purchase the option, the Fund 

will realize a capital gain or, if it is less, the Fund will realize a capital loss. The principal factors affecting 

the market value of a put or a call option include supply and demand, interest rates, the current market 

price of the underlying security or index in relation to the exercise price of the option, the volatility of the 

underlying security or index, and the time remaining until the expiration date. 

  

The premium paid for a put or call option purchased by the Fund is an asset of the Fund. The 

premium received for an option written by the Fund is recorded as a deferred credit. The value of an 

option purchased or written is marked to market daily and is valued at the closing price on the exchange 

on which it is traded or, if not traded on an exchange or no closing price is available, at the mean between 

the last bid and asked prices. 

  

The Fund may write covered straddles consisting of a combination of a call and a put written on 

the same underlying security. A straddle will be covered when sufficient assets are deposited to meet the 

Fund’s immediate obligations. The Fund may use the same liquid assets to cover both the call and put 

options where the exercise price of the call and put are the same, or the exercise price of the call is higher 

than that of the put. In such cases, the Fund will also segregate or “earmark” liquid assets equivalent to 

the amount, if any, by which the put is “in the money.” 

  

Risks Associated with Options on Securities and Indexes. There are several risks associated with 

transactions in options on securities and on indexes. For example, there are significant differences 

between the securities and options markets that could result in an imperfect correlation between these 

markets, causing a given transaction not to achieve its objectives. A decision as to whether, when and 

how to use options involves the exercise of skill and judgment, and even a well-conceived transaction 

may be unsuccessful to some degree because of market behavior or unexpected events. 

  

During the option period, the covered call writer has, in return for the premium on the option, 

given up the opportunity to profit from a price increase in the underlying security above the exercise 

price, but, as long as its obligation as a writer continues, has retained the risk of loss should the price of 

the underlying security decline. The writer of an option has no control over the time when it may be 

required to fulfill its obligation as a writer of the option. Once an option writer has received an exercise 
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notice, it cannot effect a closing purchase transaction in order to terminate its obligation under the option 

and must deliver the underlying security at the exercise price. If a put or call option purchased by the 

Fund is not sold when it has remaining value, and if the market price of the underlying security remains 

equal to or greater than the exercise price (in the case of a put), or remains less than or equal to the 

exercise price (in the case of a call), the Fund will lose its entire investment in the option. Also, where a 

put or call option on a particular security is purchased to hedge against price movements in a related 

security, the price of the put or call option may move more or less than the price of the related security. 

  

There can be no assurance that a liquid market will exist when the Fund seeks to close out an 

option position. If the Fund were unable to close out an option that it had purchased on a security, it 

would have to exercise the option in order to realize any profit or the option may expire worthless. If the 

Fund were unable to close out a covered call option that it had written on a security, it would not be able 

to sell the underlying security unless the option expired without exercise. As the writer of a covered call 

option, the Fund forgoes, during the option’s life, the opportunity to profit from increases in the market 

value of the security covering the call option above the sum of the premium and the exercise price of the 

call. 

  

If trading were suspended in an option purchased by the Fund, the Fund would not be able to 

close out the option. If restrictions on exercise were imposed, the Fund might be unable to exercise an 

option it has purchased. Except to the extent that a call option on an index written by the Fund is covered 

by an option on the same index purchased by the Fund, movements in the index may result in a loss to the 

Fund; however, such losses may be mitigated by changes in the value of the Fund’s securities during the 

period the option was outstanding. 

  

Foreign Currency Options. The Fund may buy or sell put and call options on foreign currencies 

either on exchanges or in the over-the-counter market. A put option on a foreign currency gives the 

purchaser of the option the right to sell a foreign currency at the exercise price until the option expires. A 

call option on a foreign currency gives the purchaser of the option the right to purchase the currency at the 

exercise price until the option expires. Currency options traded on U.S. or other exchanges may be subject 

to position limits which may limit the ability of the Fund to reduce foreign currency risk using such 

options. Over-the-counter options differ from traded options in that they are two-party contracts with 

price and other terms negotiated between buyer and seller, and generally do not have as much market 

liquidity as exchange-traded options. 

  

Futures Contracts and Options on Futures Contracts. A futures contract is an agreement between 

two parties to buy and sell a security or commodity for a set price on a future date. These contracts are 

traded on exchanges, so that, in most cases, either party can close out its position on the exchange for 

cash, without delivering the security or commodity. An option on a futures contract gives the holder of 

the option the right to buy or sell a position in a futures contract to the writer of the option, at a specified 

price and on or before a specified expiration date. 

  

The Fund may invest in futures contracts and options thereon (“futures options”) with respect to, 

but not limited to, interest rates, and security indexes. The Fund may also invest in foreign currency 

futures contracts and options thereon. 

  

An interest rate, commodity, foreign currency or index futures contract provides for the future 

sale by one party and purchase by another party of a specified quantity of a financial instrument, 

commodity, foreign currency or the cash value of an index at a specified price and time. A futures 

contract on an index is an agreement pursuant to which two parties agree to take or make delivery of an 

amount of cash equal to the difference between the value of the index at the close of the last trading day 

of the contract and the price at which the index contract was originally written. Although the value of an 
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index might be a function of the value of certain specified securities, no physical delivery of these 

securities is made. A public market exists in futures contracts covering a number of indexes as well as 

financial instruments and foreign currencies, including: the S&P 500; the S&P MidCap 400; the Nikkei 

225; the NYSE composite; U.S. Treasury bonds; U.S. Treasury notes; GNMA Certificates; three-month 

U.S. Treasury bills; 90-day commercial paper; bank certificates of deposit; Eurodollar certificates of 

deposit; the Australian dollar; the Canadian dollar; the British pound; the Japanese yen; the Swiss franc; 

the Mexican peso; and certain multinational currencies, such as the euro. It is expected that other futures 

contracts will be developed and traded in the future. 

  

The Fund may purchase and write call and put futures options. Futures options possess many of 

the same characteristics as options on securities and indexes (discussed above). A futures option gives the 

holder the right, in return for the premium paid, to assume a long position (call) or short position (put) in 

a futures contract at a specified exercise price at any time during the period of the option. Upon exercise 

of a call option, the holder acquires a long position in the futures contract and the writer is assigned the 

opposite short position. In the case of a put option, the opposite is true. A call option is “in the money” if 

the value of the futures contract that is the subject of the option exceeds the exercise price. A put option is 

“in the money” if the exercise price exceeds the value of the futures contract that is the subject of the 

option. 

  

In connection with the use of certain derivatives, the Adviser intends to either: (i) comply with 

the requirements of the Commodity Exchange Act (“CEA”) by operating the Fund in a manner consistent 

with the restrictions of Rules 4.5, including filing a notice of eligibility of exemption from registration in 

accordance with applicable procedures and deadlines; (ii) comply with the requirements of the CEA by 

registering as a CPO or CTA with the CFTC and the National Futures Association; or (iii) operate the 

Fund in a manner such that the Fund will not be a “commodity pool” under the CEA. When valuing 

derivatives for purposes of the Fund's 80%/20% investment test, the Fund intends to value such 

instruments on a marked-to-market basis (i.e. using the current market price of the instrument, or in the 

case of an over-the-counter derivative, the fair market value of such instrument). 

  

Limitations on Use of Futures and Futures Options. The Fund will only enter into futures 

contracts and futures options which are standardized and traded on a U.S. or foreign exchange, board of 

trade, or similar entity, or quoted on an automated quotation system. 

  

When a purchase or sale of a futures contract is made by the Fund, the Fund is required to deposit 

with its custodian (or broker, if legally permitted) a specified amount of assets determined to be liquid by 

the Fund’s investment advisor in accordance with procedures established by the board of directors or 

trustees (“initial margin”). The margin required for a futures contract is set by the exchange on which the 

contract is traded and may be modified during the term of the contract. Margin requirements on foreign 

exchanges may be different than U.S. exchanges. The initial margin is in the nature of a performance 

bond or good faith deposit on the futures contract which is returned to the Fund upon termination of the 

contract, assuming all contractual obligations have been satisfied. The Fund expects to earn interest 

income on its initial margin deposits. A futures contract held by the Fund is valued daily at the official 

settlement price of the exchange on which it is traded. Each day the Fund pays or receives cash, called 

“variation margin,” equal to the daily change in value of the futures contract. This process is known as 

“marking to market.” Variation margin does not represent a borrowing or loan by the Fund but is instead 

a settlement between the Fund and the broker of the amount one would owe the other if the futures 

contract expired. In computing daily net asset value, the Fund will mark to market its open futures 

positions. 

  

The Fund is also required to deposit and maintain margin with respect to put and call options on 

futures contracts written by it. Such margin deposits will vary depending on the nature of the underlying 
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futures contract (and the related initial margin requirements), the current market value of the option, and 

other futures positions held by the Fund. 

  

Although some futures contracts call for making or taking delivery of the underlying securities or 

commodities, generally these obligations are closed out prior to delivery by offsetting purchases or sales 

of matching futures contracts (same exchange, underlying security or index, and delivery month). Closing 

out a futures contract sale is affected by purchasing a futures contract for the same aggregate amount of 

the specific type of financial instrument or commodity with the same delivery date. If an offsetting 

purchase price is less than the original sale price, the Fund realizes a capital gain, or if it is more, the Fund 

realizes a capital loss. Conversely, if an offsetting sale price is more than the original purchase price, the 

Fund realizes a capital gain, or if it is less, the Fund realizes a capital loss. The transaction costs must also 

be included in these calculations. 

  

The Fund may write covered straddles consisting of a call and a put written on the same 

underlying futures contract. A straddle will be covered when sufficient assets are deposited to meet the 

Fund’s immediate obligations. The Fund may use the same liquid assets to cover both the call and put 

options where the exercise price of the call and put are the same, or the exercise price of the call is higher 

than that of the put. In such cases, the Fund will also segregate or “earmark” liquid assets equivalent to 

the amount, if any, by which the put is “in the money.” 

  

When purchasing a futures contract, the Fund will maintain with its custodian (and mark-to-

market on a daily basis) assets determined to be liquid by the Fund’s investment advisor in accordance 

with procedures established by the board of directors or trustees, that, when added to the amounts 

deposited with a futures commission merchant as margin, are equal to the market value of the futures 

contract. Alternatively, the Fund may “cover” its position by purchasing a put option on the same futures 

contract with a strike price as high as or higher than the price of the contract held by the Fund. 

  

When selling a futures contract, the Fund will maintain with its custodian (and mark-to-market on 

a daily basis) assets determined to be liquid by the Fund’s investment advisor in accordance with 

procedures established by the board of directors or trustees that are equal to the market value of the 

instruments underlying the contract. Alternatively, the Fund may “cover” its position by owning the 

instruments underlying the contract (or, in the case of an index futures contract, a portfolio with a 

volatility substantially similar to that of the index on which the futures contract is based), or by holding a 

call option permitting the Fund to purchase the same futures contract at a price no higher than the price of 

the contract written by the Fund (or at a higher price if the difference is maintained in liquid assets with 

the Fund’s custodian). 

  

When selling a call option on a futures contract, the Fund will maintain with its custodian (and 

mark-to-market on a daily basis) assets determined to be liquid by the Fund’s investment advisor in 

accordance with procedures established by the board of directors or trustees, that, when added to the 

amounts deposited with a futures commission merchant as margin, equal the total market value of the 

futures contract underlying the call option. Alternatively, the Fund may cover its position by entering into 

a long position in the same futures contract at a price no higher than the strike price of the call option, by 

owning the instruments underlying the futures contract, or by holding a separate call option permitting the 

Fund to purchase the same futures contract at a price not higher than the strike price of the call option sold 

by the Fund. 

  

When selling a put option on a futures contract, the Fund will maintain with its custodian (and 

mark-to-market on a daily basis) assets determined to be liquid by the Fund’s investment advisor in 

accordance with procedures established by the board of directors or trustees, that equal the purchase price 

of the futures contract, less any margin on deposit. Alternatively, the Fund may cover the position either 
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by entering into a short position in the same futures contract, or by owning a separate put option 

permitting it to sell the same futures contract so long as the strike price of the purchased put option is the 

same or higher than the strike price of the put option sold by the Fund. 

  

To the extent that securities with maturities greater than one year are used to segregate or 

“earmark” assets to cover the Fund’s obligations under futures contracts and related options, such use will 

not eliminate the risk of a form of leverage, which may tend to exaggerate the effect on net asset value of 

any increase or decrease in the market value of the Fund’s portfolio, and may require liquidation of 

portfolio positions when it is not advantageous to do so. 

  

The requirements for qualification as a regulated investment company also may limit the extent to 

which the Fund may enter into futures, futures options or forward contracts. See “Additional Tax 

Information.” 

  

Risks Associated with Futures and Futures Options. There are several risks associated with the 

use of futures contracts and futures options as hedging techniques. A purchase or sale of a futures contract 

may result in losses in excess of the amount invested in the futures contract. There can be no guarantee 

that there will be a correlation between price movements in the hedging vehicle and in the Fund securities 

being hedged. In addition, there are significant differences between the securities and futures markets that 

could result in an imperfect correlation between the markets, causing a given hedge not to achieve its 

objectives. The degree of imperfection of correlation depends on circumstances such as variations in 

speculative market demand for futures and futures options on securities, including technical influences in 

futures trading and futures options, and differences between the financial instruments being hedged and 

the instruments underlying the standard contracts available for trading in such respects as interest rate 

levels, maturities, and creditworthiness of issuers. A decision as to whether, when and how to hedge 

involves the exercise of skill and judgment, and even a well-conceived hedge may be unsuccessful to 

some degree because of market behavior or unexpected interest rate trends. 

  

Futures contracts on U.S. Government securities historically have reacted to an increase or 

decrease in interest rates in a manner similar to that in which the underlying U.S. Government securities 

reacted. Thus, the anticipated spread between the price of the futures contract and the hedged security 

may be distorted due to differences in the nature of the markets. The spread also may be distorted by 

differences in initial and variation margin requirements, the liquidity of such markets and the participation 

of speculators in such markets. 

  

Futures exchanges may limit the amount of fluctuation permitted in certain futures contract prices 

during a single trading day. The daily limit establishes the maximum amount that the price of a futures 

contract may vary either up or down from the previous day’s settlement price at the end of the current 

trading session. Once the daily limit has been reached in a futures contract subject to the limit, no more 

trades may be made on that day at a price beyond that limit. The daily limit governs only price 

movements during a particular trading day and therefore does not limit potential losses because the limit 

may work to prevent the liquidation of unfavorable positions. For example, futures prices have 

occasionally moved to the daily limit for several consecutive trading days with little or no trading, thereby 

preventing prompt liquidation of positions and subjecting some holders of futures contracts to substantial 

losses. 

  

There can be no assurance that a liquid market will exist at a time when the Fund seeks to close 

out a futures or a futures option position, and that Fund would remain obligated to meet margin 

requirements until the position is closed. In addition, many of the contracts discussed above are relatively 

new instruments without a significant trading history. As a result, there can be no assurance that an active 

secondary market will develop or continue to exist. 
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Risks Associated with Commodity Futures Contracts. There are several additional risks associated 

with transactions in commodity futures contracts. 

  

Storage. Unlike the financial futures markets, in the commodity futures markets there are costs of 

physical storage associated with purchasing the underlying commodity. The price of the commodity 

futures contract will reflect the storage costs of purchasing the physical commodity, including the time 

value of money invested in the physical commodity. To the extent that the storage costs for an underlying 

commodity change while the Fund is invested in futures contracts on that commodity, the value of the 

futures contract may change proportionately. 

  

Reinvestment. In the commodity futures markets, producers of the underlying commodity may 

decide to hedge the price risk of selling the commodity by selling futures contracts today to lock in the 

price of the commodity at delivery tomorrow. In order to induce speculators to purchase the other side of 

the same futures contract, the commodity producer generally must sell the futures contract at a lower 

price than the expected future spot price. Conversely, if most hedgers in the futures market are purchasing 

futures contracts to hedge against a rise in prices, then speculators will only sell the other side of the 

futures contract at a higher futures price than the expected future spot price of the commodity. The 

changing nature of the hedgers and speculators in the commodity markets will influence whether futures 

prices are above or below the expected future spot price, which can have significant implications for the 

Fund. If the nature of hedgers and speculators in futures markets has shifted when it is time for the Fund 

to reinvest the proceeds of a maturing contract in a new futures contract, the Fund might reinvest at higher 

or lower futures prices, or choose to pursue other investments. 

  

Other Economic Factors. The commodities which underlie commodity futures contracts may be 

subject to additional economic and non-economic variables, such as drought, floods, weather, livestock 

disease, embargoes, tariffs, and international economic, political and regulatory developments. These 

factors may have a larger impact on commodity prices and commodity-linked instruments, including 

futures contracts, than on traditional securities. Certain commodities are also subject to limited pricing 

flexibility because of supply and demand factors. Others are subject to broad price fluctuations as a result 

of the volatility of the prices for certain raw materials and the instability of supplies of other materials. 

These additional variables may create additional investment risks which subject the Fund’s investments to 

greater volatility than investments in traditional securities. 

  

Additional Risks of Options on Securities, Futures Contracts, Options on Futures Contracts, and 

Forward Currency Exchange Contracts and Options Thereon. Options on securities, futures contracts, 

and options on currencies may be traded on foreign exchanges. Such transactions may not be regulated as 

effectively as similar transactions in the United States; may not involve a clearing mechanism and related 

guarantees, and are subject to the risk of governmental actions affecting trading in, or the prices of, 

foreign securities. The value of such positions also could be adversely affected by (i) other complex 

foreign political, legal and economic factors, (ii) lesser availability than in the United States of data on 

which to make trading decisions, (iii) delays in the Trust’s ability to act upon economic events occurring 

in foreign markets during non-business hours in the United States, (iv) the imposition of different exercise 

and settlement terms and procedures and margin requirements than in the United States, and (v) lesser 

trading volume. 

  

Swap Agreements and Options on Swap Agreements. The Fund may engage in swap transactions, 

including swap agreements on interest rates, security or commodity indexes, specific securities and 

commodities, and credit and event-linked swaps. The Fund may also invest in currency exchange rate 

swap agreements. The Fund may also enter into options on swap agreements (“swap options”). 
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The Fund may enter into swap transactions for any legal purpose, such as for the purpose of 

attempting to obtain or preserve a particular return or spread at a lower cost than obtaining a return or 

spread through purchases and/or sales of instruments in other markets, to protect against currency 

fluctuations, as a duration management technique, to protect against any increase in the price of securities 

the Fund anticipates purchasing at a later date, or to gain exposure to certain markets in the most 

economical way possible. 

  

Swap agreements are two party contracts entered into primarily by institutional investors for 

periods ranging from a few weeks to more than one year. In a standard “swap” transaction, two parties 

agree to exchange the returns (or differentials in rates of return) earned or realized on particular 

predetermined investments or instruments, which may be adjusted for an interest factor. The gross returns 

to be exchanged or “swapped” between the parties are generally calculated with respect to a “notional 

amount,” i.e., the return on or increase in value of a particular dollar amount invested at a particular 

interest rate, in a particular foreign currency, or in a “basket” of securities or commodities representing a 

particular index. A “quanto” or “differential” swap combines both an interest rate and a currency 

transaction. Other forms of swap agreements include interest rate caps, under which, in return for a 

premium, one party agrees to make payments to the other to the extent that interest rates exceed a 

specified rate, or “cap”; interest rate floors, under which, in return for a premium, one party agrees to 

make payments to the other to the extent that interest rates fall below a specified rate, or “floor”; and 

interest rate collars, under which a party sells a cap and purchases a floor or vice versa in an attempt to 

protect itself against interest rate movements exceeding given minimum or maximum levels. The Fund 

may invest in commodity swap agreements. For example, an investment in a commodity swap agreement 

may involve the exchange of floating-rate interest payments for the total return on a commodity index. In 

a total return commodity swap, the Fund will receive the price appreciation of a commodity index, a 

portion of the index, or a single commodity in exchange for paying an agreed-upon fee. If the commodity 

swap is for one period, the Fund may pay a fixed fee, established at the outset of the swap. However, if 

the term of the commodity swap is more than one period, with interim swap payments, the Fund may pay 

an adjustable or floating fee. With a “floating” rate, the fee may be pegged to a base rate, such as the 

London Interbank Offered Rate, and is adjusted each period. Therefore, if interest rates increase over the 

term of the swap contract, the Fund may be required to pay a higher fee at each swap reset date. 

  

The Fund may also enter into swap options. A swap option is a contract that gives a counterparty 

the right (but not the obligation) in return for payment of a premium, to enter into a new swap agreement 

or to shorten, extend, cancel or otherwise modify an existing swap agreement, at some designated future 

time on specified terms. The Fund may write (sell) and purchase put and call swap options. 

  

Depending on the terms of the particular option agreement, the Fund will generally incur a greater 

degree of risk when it writes a swap option than it will incur when it purchases a swap option. When the 

Fund purchases a swap option, it risks losing only the amount of the premium it has paid should it decide 

to let the option expire unexercised. However, when the Fund writes a swap option, upon exercise of the 

option the Fund will become obligated according to the terms of the underlying agreement. 

  

Most other types of swap agreements entered into by the Fund would calculate the obligations of 

the parties to the agreement on a “net basis.” Consequently, the Fund’s current obligations (or rights) 

under a swap agreement will generally be equal only to the net amount to be paid or received under the 

agreement based on the relative values of the positions held by each party to the agreement (the “net 

amount”). The Fund’s current obligations under a swap agreement will be accrued daily (offset against 

any amounts owed to the Fund) and any accrued but unpaid net amounts owed to a swap counterparty will 

be covered by the segregation or “earmarking” of assets determined to be liquid by the Fund’s investment 

advisor in accordance with procedures established by the board of directors or trustees, to avoid any 

potential leveraging of the Fund’s portfolio. 
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The Fund may also enter into credit default swap agreements. The credit default swap agreement 

may have as reference obligations one or more securities that are not currently held by the Fund. The 

protection “buyer” in a credit default contract is generally obligated to pay the protection “seller” an 

upfront or a periodic stream of payments over the term of the contract provided that no credit event, such 

as a default, on a reference obligation has occurred. If a credit event occurs, the seller generally must pay 

the buyer the “par value” (full notional value) of the swap in exchange for an equal face amount of 

deliverable obligations of the reference entity described in the swap, or the seller may be required to 

deliver the related net cash amount, if the swap is cash settled. The Fund may be either the buyer or seller 

in the transaction. If the Fund is a buyer and no credit event occurs, the Fund may recover nothing if the 

swap is held through its termination date. However, if a credit event occurs, the buyer generally may elect 

to receive the full notional value of the swap in exchange for an equal face amount of deliverable 

obligations of the reference entity whose value may have significantly decreased. As a seller, the Fund 

generally receives an upfront payment or a fixed rate of income throughout the term of the swap provided 

that there is no credit event. As the seller, the Fund would effectively add leverage to its portfolio 

because, in addition to its total net assets, the Fund would be subject to investment exposure on the 

notional amount of the swap. 

  

Credit default swap agreements involve greater risks than if the Fund had invested in the 

reference obligation directly since, in addition to general market risks, credit default swaps are subject to 

illiquidity risk, counterparty risk and credit risk. The Fund will enter into credit default swap agreements 

only with counterparties that meet certain standards of creditworthiness. A buyer generally also will lose 

its investment and recover nothing should no credit event occur and the swap is held to its termination 

date. If a credit event were to occur, the value of any deliverable obligation received by the seller, coupled 

with the upfront or periodic payments previously received, may be less than the full notional value it pays 

to the buyer, resulting in a loss of value to the seller. The Fund’s obligations under a credit default swap 

agreement will be accrued daily (offset against any amounts owing to the Fund). In connection with credit 

default swaps in which the Fund is the buyer, the Fund will segregate or “earmark” cash or assets 

determined to be liquid by the Fund’s investment advisor in accordance with procedures established by 

the board of directors or trustees, or enter into certain offsetting positions, with a value at least equal to 

the Fund’s exposure (any accrued but unpaid net amounts owed by the Fund to any counterparty), on a 

marked-to-market basis. In connection with credit default swaps in which the Fund is the seller, the Fund 

will segregate or “earmark” cash or assets determined to be liquid by the fund’s investment advisor in 

accordance with procedures established by the board of directors or trustees, or enter into offsetting 

positions, with a value at least equal to the full notional amount of the swap (minus any amounts owed to 

the Fund). Such segregation or “earmarking” will ensure that the Fund has assets available to satisfy its 

obligations with respect to the transaction and will limit any potential leveraging of the Fund’s portfolio. 

Such segregation or “earmarking” will not limit the Fund’s exposure to loss. 

  

Whether the Fund’s use of swap agreements or swap options will be successful depends on the 

Fund’s investment advisor’s ability to predict correctly whether certain types of investments are likely to 

produce greater returns than other investments. Because they are two party contracts and because they 

may have terms of greater than seven days, swap agreements may be considered to be illiquid. Moreover, 

the Fund bears the risk of loss of the amount expected to be received under a swap agreement in the event 

of the default or bankruptcy of a swap agreement counterparty. Generally, the Fund will enter into swap 

agreements only with counterparties that meet certain standards of creditworthiness (generally, such 

counterparties would have to be eligible counterparties under the terms of the Fund’s repurchase 

agreement guidelines). Certain restrictions imposed on the Fund by the Internal Revenue Code may limit 

the Fund’s ability to use swap agreements. The swaps market is a relatively new market and is largely 

unregulated. It is possible that developments in the swaps market, including potential government 
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regulation, could adversely affect the Fund’s ability to terminate existing swap agreements or to realize 

amounts to be received under such agreements. 

  

Swaps are highly specialized instruments that require investment techniques, risk analyses, and 

tax planning different from those associated with traditional investments. The use of a swap requires an 

understanding not only of the referenced asset, reference rate, or index but also of the swap itself, without 

the benefit of observing the performance of the swap under all possible market conditions. Swap 

agreements may be subject to liquidity risk, which exists when a particular swap is difficult to purchase or 

sell. If a swap transaction is particularly large or if the relevant market is illiquid (as is the case with many 

OTC swaps), it may not be possible to initiate a transaction or liquidate a position at an advantageous 

time or price, which may result in significant losses. In addition, swap transaction may be subject to the 

Fund’s limitation on investments in illiquid securities. 

  

Like most other investments, swap agreements are subject to the risk that the market value of the 

instrument will change in a way detrimental to the Fund’s interest. The Fund bears the risk that its 

investment advisor will not accurately forecast future market trends or the values of assets, reference 

rates, indexes, or other economic factors in establishing swap positions for the Fund. If the Fund attempts 

to use a swap as a hedge against, or as a substitute for, a portfolio investment, the Fund will be exposed to 

the risk that the swap will have or will develop imperfect or no correlation with the portfolio investment. 

This could cause substantial losses for the Fund. While hedging strategies involving swap instruments can 

reduce the risk of loss, they can also reduce the opportunity for gain or even result in losses by offsetting 

favorable price movements in other Fund investments. Many swaps are complex and often valued 

subjectively. 

  

Certain swap agreements are exempt from most provisions of the Commodity Exchange Act 

(“CEA”) and, therefore, are not regulated as futures or commodity option transactions under the CEA, 

pursuant to regulations approved by the CFTC. To qualify for this exemption, a swap agreement must be 

entered into by “eligible participants,” which includes the following, provided the participants’ total 

assets exceed established levels: a bank or trust company, savings association or credit union, insurance 

company, investment company subject to regulation under the 1940 Act, commodity pool, corporation, 

partnership, proprietorship, organization, trust or other entity, employee benefit plan, governmental entity, 

broker-dealer, futures commission merchant, natural person, or regulated foreign person. To be eligible, 

natural persons and most other entities must have total assets exceeding $10 million; commodity pools 

and employee benefit plans must have assets exceeding $5 million. In addition, an eligible swap 

transaction must meet three conditions. First, the swap agreement may not be part of a fungible class of 

agreements that are standardized as to their material economic terms. Second, the creditworthiness of 

parties with actual or potential obligations under the swap agreement must be a material consideration in 

entering into or determining the terms of the swap agreement, including pricing, cost or credit 

enhancement terms. Third, swap agreements may not be entered into and traded on or through a 

multilateral transaction execution facility. 

  

This exemption is not exclusive, and participants may continue to rely on existing exclusions for 

swaps, such as the Policy Statement issued in July 1989 which recognized a safe harbor for swap 

transactions from regulation as futures or commodity option transactions under the CEA or its 

regulations. The Policy Statement applies to swap transactions settled in cash that (1) have individually 

tailored terms, (2) lack exchange-style offset and the use of a clearing organization or margin system, (3) 

are undertaken in conjunction with a line of business, and (4) are not marketed to the public. 

  

Structured Notes. Structured notes are derivative debt securities, the interest rate or principal of 

which is determined by an unrelated indicator. Indexed securities include structured notes as well as 

securities other than debt securities, the interest rate or principal of which is determined by an unrelated 
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indicator. Indexed securities may include a multiplier that multiplies the indexed element by a specified 

factor and, therefore, the value of such securities may be very volatile. The terms of the structured and 

indexed securities may provide that in certain circumstances no principal is due at maturity and therefore, 

may result in a loss of invested capital. Structured and indexed securities may be positively or negatively 

indexed, so that appreciation of the reference may produce an increase or a decrease in the interest rate or 

the value of the structured or indexed security at maturity may be calculated as a specified multiple of the 

change in the value of the reference; therefore, the value of such security may be very volatile. Structured 

and indexed securities may entail a greater degree of market risk than other types of debt securities 

because the investor bears the risk of the reference. Structured or indexed securities may also be more 

volatile, less liquid, and more difficult to accurately price than less complex securities or more traditional 

debt securities. 

  

HYBRID INSTRUMENTS 

  

A hybrid instrument is a type of potentially high-risk derivative that combines a traditional stock, 

bond, or commodity with an option or forward contract. Generally, the principal amount, amount payable 

upon maturity or redemption, or interest rate of a hybrid is tied (positively or negatively) to the price of 

some commodity, currency or securities index or another interest rate or some other economic factor 

(each a “benchmark”). The interest rate or (unlike most fixed income securities) the principal amount 

payable at maturity of a hybrid security may be increased or decreased, depending on changes in the value 

of the benchmark. An example of a hybrid could be a bond issued by an oil company that pays a small 

base level of interest with additional interest that accrues in correlation to the extent to which oil prices 

exceed a certain predetermined level. Such a hybrid instrument would be a combination of a bond and a 

call option on oil. 

  

Hybrids can be used as an efficient means of pursuing a variety of investment goals, including 

currency hedging, duration management, and increased total return. Hybrids may not bear interest or pay 

dividends. The value of a hybrid or its interest rate may be a multiple of a benchmark and, as a result, may 

be leveraged and move (up or down) more steeply and rapidly than the benchmark. These benchmarks 

may be sensitive to economic and political events, such as commodity shortages and currency 

devaluations, which cannot be readily foreseen by the purchaser of a hybrid. Under certain conditions, the 

redemption value of a hybrid could be zero. Thus, an investment in a hybrid may entail significant market 

risks that are not associated with a similar investment in a traditional, U.S. dollar-denominated bond that 

has a fixed principal amount and pays a fixed rate or floating rate of interest. The purchase of hybrids also 

exposes the Fund to the credit risk of the issuer of the hybrids. These risks may cause significant 

fluctuations in the net asset value of the Fund. 

  

Certain hybrid instruments may provide exposure to the commodities markets. These are 

derivative securities with one or more commodity-linked components that have payment features similar 

to commodity futures contracts, commodity options, or similar instruments. Commodity-linked hybrid 

instruments may be either equity or debt securities, and are considered hybrid instruments because they 

have both security and commodity-like characteristics. A portion of the value of these instruments may be 

derived from the value of a commodity, futures contract, index or other economic variable. 

  

Certain issuers of structured products such as hybrid instruments may be deemed to be investment 

companies as defined in the 1940 Act. As a result, the Fund’s investments in these products may be 

subject to limits applicable to investments in investment companies and may be subject to restrictions 

contained in the 1940 Act. 
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EXCHANGE TRADED NOTES 

  

Exchange-Traded Notes (“ETNs”) are a type of unsecured, unsubordinated debt security that are 

designed to track the total return of a specific market index, less fees, and combine certain aspects of 

bonds and ETFs. Similar to ETFs, ETNs are traded on a major exchange (e.g., NYSE) during normal 

trading hours. However, investors can also hold the ETN until maturity. At maturity, the issuer pays to the 

investor a cash amount equal to principal amount, subject to the day’s index factor. ETN returns are based 

upon the performance of a market index minus applicable fees. ETNs do not make periodic coupon 

payments and provide no principal protection. The value of an ETN may be influenced by time to 

maturity, level of supply and demand for the ETN, volatility and lack of liquidity in underlying 

commodities markets, changes in the applicable interest rates, changes in the issuer’s credit rating and 

economic, legal, political or geographic events that affect the referenced commodity. The value of the 

ETN may drop due to a downgrade in the issuer’s credit rating, despite the underlying index remaining 

unchanged. 

  

REAL ESTATE SECURITIES 

  

The Fund may invest in the equity and fixed-income securities of companies that are principally 

engaged in or related to the real estate industry, including those that own significant real estate assets, 

such as real estate investment trusts (“REITs”). An issuer is principally “engaged in” or principally 

“related to” the real estate industry if at least 50 percent of its total assets, gross income, or net profits are 

attributable to ownership, construction, management or sale of residential, commercial or industrial real 

estate, or to products or services related to the real estate industry. Issuers engaged in the real estate 

industry include equity REITs (which directly own real estate), mortgage REITs (which make short-term 

construction or real estate development loans or invest in long-term mortgages or mortgage pools), real 

estate brokers and developers, home-builders, companies that manage real estate, and companies that own 

substantial amounts of real estate. Businesses related to the real estate industry include manufacturers and 

distributors of building supplies and financial institutions that make or service mortgage loans. 

  

Investments in the securities of companies that own, construct, manage or sell residential, 

commercial or industrial real estate will be subject to all of the risks associated with the ownership of real 

estate. These risks include: declines in the value of real estate, negative changes in the climate for real 

estate, risks related to general and local economic conditions, over-building and increased competition, 

decreases in property revenues, increases in property taxes and operating expenses, changes in zoning 

laws, casualty or condemnation losses, limitations on rents, changes in neighborhood values, the appeal of 

properties to tenants, leveraging of interests in real estate, increases in prevailing interest rates, and costs 

resulting from the clean-up of environmental problems. 

  

REAL ESTATE INVESTMENT TRUST 

  

A REIT is a corporation or business trust (that would otherwise be taxed as a corporation) which 

meets the definitional requirements of the Internal Revenue Code of 1986, as amended (the “Code”). The 

Code permits a qualifying REIT to deduct from taxable income the dividends paid, thereby effectively 

eliminating corporate level federal income tax and making the REIT a pass-through vehicle for federal 

income tax purposes. To meet the definitional requirements of the Code, a REIT must, among other 

things: invest substantially all of its assets in interests in real estate (including mortgages and other 

REITs), cash and government securities; derive most of its income from rents from real property or 

interest on loans secured by mortgages on real property; and distribute annually 95% or more of its 

otherwise taxable income to shareholders. 
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REITs are of land and buildings; a Mortgage REIT invests primarily in mortgages on real 

property, which may secure construction, development or long-term loans. 

  

REITs in which the Fund invests may be affected by changes in underlying real estate values, 

which may have an exaggerated effect to the extent that REITs in which the Fund invests may concentrate 

investments in particular geographic regions or property types. Additionally, rising interest rates may 

cause investors in REITs to demand a higher annual yield from future distributions, which may in turn 

decrease market prices for equity securities issued by REITs. Rising interest rates also generally increase 

the costs of obtaining financing, which could cause the value of the Fund’s investments to decline. During 

periods of declining interest rates, certain Mortgage REITs may hold mortgages that the mortgagors elect 

to prepay, which prepayment may diminish the yield on securities issued by such Mortgage REITs. In 

addition, Mortgage REITs may be affected by the ability of borrowers to repay when due the debt 

extended by the REIT and Equity REITs may be affected by the ability of tenants to pay rent. 

  

Certain REITs have relatively small market capitalization, which may tend to increase the 

volatility of the market price of securities issued by such REITs. Furthermore, REITs are dependent upon 

specialized management skills, have limited diversification and are, therefore, subject to risks inherent in 

operating and financing a limited number of projects. By investing in REITs indirectly through the Fund, 

a shareholder will bear not only his proportionate share of the expenses of the Fund, but also, indirectly, 

similar expenses of the REITs. REITs depend generally on their ability to generate cash flow to make 

distributions to shareholders. 

  

In addition to these risks, Equity REITs may be affected by changes in the value of the underlying 

property owned by the trusts, while Mortgage REITs may be affected by the quality of any credit 

extended. Further, Equity and Mortgage REITs are dependent upon management skills and generally may 

not be diversified. Equity and Mortgage REITs are also subject to heavy cash flow dependency defaults 

by borrowers and self-liquidation. In addition, Equity and Mortgage REITs could possibly fail to qualify 

for tax free pass-through of income under the Code or to maintain their exemptions from registration 

under the 1940 Act. The above factors may also adversely affect a borrower’s or a lessee’s ability to meet 

its obligations to the REIT. In the event of default by a borrower or lessee, the REIT may experience 

delays in enforcing its rights as a mortgagee or lessor and may incur substantial costs associated with 

protecting its investments. 

  

TEMPORARY DEFENSIVE OR INTERIM POSITIONS. 

  

Under market conditions when investments meeting the Fund’s criteria are scarce, cash and cash 

reserves may represent a significant percentage of the Fund’s total net assets. The Fund may invest up to 

100% of its assets in international and domestic short-term obligations (such as Eurodollar and Yankee 

bank obligations, certificate of deposit, bankers’ acceptances, commercial paper) money market funds and 

cash. During times when the Fund holds a significant portion of its net assets in cash and cash reserves, it 

will not be investing according to its investment objective, and the Fund’s performance may be negatively 

affected as a result. 

  

U.S. GOVERNMENT OBLIGATIONS. 

  

The Fund may invest in various types of U.S. Government obligations. U.S. Government 

obligations include securities issued or guaranteed as to principal and interest by the U.S. Government, its 

agencies or instrumentalities. Payment of principal and interest on U.S. Government obligations (i) may 

be backed by the full faith and credit of the United States (as with U.S. Treasury obligations and GNMA 

certificates) or (ii) may be backed solely by the issuing or guaranteeing agency or instrumentality itself 

(as with FNMA notes). In the latter case, the investor must look principally to the agency or 
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instrumentality issuing or guaranteeing the obligation for ultimate repayment, which agency or 

instrumentality may be privately owned. There can be no assurance that the U.S. Government would 

provide financial support to its agencies or instrumentalities where it is not obligated to do so. As a 

general matter, the value of debt instruments, including U.S. Government obligations, declines when 

market interest rates increase and rises when market interest rates decrease. Certain types of U.S. 

Government obligations are subject to fluctuations in yield or value due to their structure or contract 

terms. 

  

OBLIGATIONS OF FOREIGN GOVERNMENTS, SUPRANATIONAL ENTITIES AND BANKS. 

  

The Fund may invest in U.S. dollar-denominated short-term obligations issued or guaranteed by 

one or more foreign governments or any of their political subdivisions, agencies or instrumentalities that 

are determined by the Fund’s investment advisor to be of comparable quality to the other obligations in 

which such Fund may invest. The Fund may also invest in debt obligations of supranational entities. 

Supranational entities include international organizations designated or supported by governmental 

entities to promote economic reconstruction or development and international banking institutions and 

related government agencies. Examples include the International Bank for Reconstruction and 

Development (the World Bank), the Asian Development Bank and the InterAmerican Development Bank. 

  

The Fund may invest a portion of its total assets in high-quality, short-term (one year or less) debt 

obligations of foreign branches of U.S. banks or U.S. branches of foreign banks that are denominated in 

and pay interest in U.S. dollars. 

  

REPURCHASE AGREEMENTS. 

  

Repurchase agreements are transactions in which the Fund purchases a security from a bank or 

recognized securities dealer and simultaneously commits to resell that security to the bank or dealer at an 

agreed-upon price, date, and market rate of interest unrelated to the coupon rate or maturity of the 

purchased security. Repurchase agreements involve certain risks, such as default by, or insolvency of, the 

other party to the repurchase agreement. The Fund’s right to liquidate its collateral in the event of a 

default could involve certain costs, losses or delays. To the extent that the proceeds from any sale upon a 

default in the obligation to repurchase were less than the repurchase price, the Fund would suffer a loss. If 

the financial institution which is party to the repurchase agreement petitions for bankruptcy or otherwise 

becomes subject to bankruptcy or other liquidation proceedings, there may be restrictions on the Fund’s 

ability to sell the collateral and the Fund could suffer a loss. 

  

REVERSE REPURCHASE AGREEMENTS 

  

The Fund may enter into reverse repurchase agreements. In a reverse repurchase agreement, the 

Fund will sell securities and receive cash proceeds, subject to its agreement to repurchase the securities at 

a later date for a fixed price reflecting a market rate of interest. There is a risk that the counter party to a 

reverse repurchase agreement will be unable or unwilling to complete the transaction as scheduled, which 

may result in losses to the Fund. 

  

FOREIGN DEPOSITARY RECEIPTS. 

  

The Fund may invest in American Depositary Receipts (“ADRs”), European Depositary Receipts 

(“EDRs”) and Global Depositary Receipts (“GDRs”) of foreign issuers. 

  

ADRs, EDRs and GDRs may not necessarily be denominated in the same currency as the 

securities into which they may be converted. ADRs are receipts typically issued by a United States bank 
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or trust company which evidence ownership of underlying securities issued by a foreign corporation. 

GDRs are receipts issued by either a U.S. or non-U.S. banking institution, that evidence ownership of 

underlying foreign securities, EDRs, which are sometimes referred to as Continental Depositary Receipts 

(“CDRs”), are receipts issued in Europe typically by non-United States banks and trust companies that 

evidence ownership of either foreign or domestic securities. Generally, ADRs in registered form are 

designed for use in the United States securities markets and EDRs, CDRs and GDRs in bearer form are 

designed for use in Europe. The Fund may invest in ADRs, EDRs and CDRs through “sponsored” or 

“unsponsored” facilities. A sponsored facility is established jointly by the issuer of the underlying 

security and a depositary, whereas a depositary may establish an unsponsored facility without 

participation by the issuer of the deposited security. Holders of unsponsored depositary receipts generally 

bear all the costs of such facilities and the depositary of an unsponsored facility frequently is under no 

obligation to distribute shareholder communications received from the issuer of the deposited security or 

to pass through voting rights to the holders of such receipts in respect of the deposited securities. 

  

COMMERCIAL PAPER AND SHORT-TERM CORPORATE DEBT INSTRUMENTS. 

  

The Fund may invest in commercial paper (including variable amount master demand notes), 

which consists of short-term, unsecured promissory notes issued by corporations to finance short-term 

credit needs. Commercial paper is usually sold on a discount basis and has a maturity at the time of 

issuance not exceeding nine months. Variable amount master demand notes are demand obligations that 

permit the investment of fluctuating amounts at varying market rates of interest pursuant to arrangements 

between the issuer and a commercial bank acting as agent for the payee of such notes whereby both 

parties have the right to vary the amount of the outstanding indebtedness on the notes. 

  

The Fund also may invest in nonconvertible corporate debt securities (e.g., bonds and debentures) 

with not more than one year remaining to maturity at the date of settlement. 

  

FLOATING- AND VARIABLE-RATE OBLIGATIONS. 

  

The Fund may purchase floating- and variable-rate demand notes and bonds, which are 

obligations ordinarily having stated maturities in excess of 13 months, but which permit the holder to 

demand payment of principal at any time or at specified intervals not exceeding 13 months. Variable-rate 

demand notes include master demand notes, which are obligations that permit the Fund to invest 

fluctuating amounts, which may change daily without penalty, pursuant to direct arrangements between 

the Fund, as lender, and the borrower. The interest rates on these notes fluctuate from time to time. The 

issuer of such obligations ordinarily has a corresponding right, after a given period, to prepare in its 

discretion the outstanding principal amount of the obligations plus accrued interest upon a specified 

number of days’ notice to the holders of such obligations. The interest rate on a floating-rate demand 

obligation is based on a known lending rate, such as a bank’s prime rate, and is adjusted automatically at 

specified intervals. Frequently, such obligations are secured by letters of credit or other credit support 

arrangements provided by banks. Because these obligations are direct lending arrangements between the 

lender and borrower, it is not contemplated that such instruments generally will be traded. There generally 

is no established secondary market for these obligations, although they are redeemable at face value. 

Accordingly, where these obligations are not secured by letters of credit or other credit support 

arrangements, the Fund’s right to redeem is dependent on the ability of the borrower to pay principal and 

interest on demand. Such obligations frequently are not rated by credit rating agencies and the Fund may 

invest in obligations which are not so rated only if the Fund’s investment advisor determines that at the 

time of investment the obligations are of comparable quality to the other obligations in which such Fund 

may invest. 
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INVERSE FLOATING-RATE OBLIGATIONS 

  

The Fund may invest in so-called "inverse floating rate obligations" or "residual interest bonds" 

or other obligations or certificates relating thereto structured to have similar features. In creating such an 

obligation, a municipality issues a certain amount of debt and pays a fixed interest rate. Half of the debt is 

issued as variable rate short term obligations, the interest rate of which is reset at short intervals, typically 

35 days. The other half of the debt is issued as inverse floating rate obligations, the interest rate of which 

is calculated based on the difference between a multiple of (approximately two times) the interest paid by 

the issuer and the interest paid on the short-term obligation. Under usual circumstances, the holder of the 

inverse floating rate obligation can generally purchase an equal principal amount of the short term 

obligation and link the two obligations in order to create long-term fixed rate bonds. Because the interest 

rate on the inverse floating rate obligation is determined by subtracting the short-term rate from a fixed 

amount, the interest rate will decrease as the short-term rate increases and will increase as the short-term 

rate decreases. The magnitude of increases and decreases in the market value of inverse floating rate 

obligations may be approximately twice as large as the comparable change in the market value of an 

equal principal amount of long-term bonds which bear interest at the rate paid by the issuer and have 

similar credit quality, redemption and maturity provisions. 

  

INITIAL PUBLIC OFFERINGS ("IPOs") 

  

The Fund may invest a portion of its assets in securities of companies offering shares in IPOs. 

IPOs may have a magnified performance impact on the Fund for as long as it has a small asset base. The 

impact of IPOs on the Fund's performance likely will decrease as the Fund's asset size increases, which 

could reduce the Fund's total returns. Because IPO shares frequently are volatile in price, the Fund may 

hold IPO shares for a very short period of time. This may increase the turnover of the Fund's portfolio and 

may lead to increased expenses for the Fund, such as commissions and transaction costs. By selling 

shares, the Fund may realize taxable gains they will subsequently distribute to shareholders. In addition, 

the market for IPO shares can be speculative and/or inactive for extended periods of time. The limited 

number of shares available for trading in some IPOs may make it more difficult for the Fund to buy or sell 

significant amounts of shares without an unfavorable impact on prevailing prices. Shareholders in IPO 

shares can be affected by substantial dilution in the value of their shares, by sales of additional shares and 

by concentration of control in existing management and principal shareholders. 

  

The Fund's investment in IPO shares may include the securities of unseasoned companies 

(companies with less than three years of continuous operations), which present risks considerably greater 

than common stocks of more established companies. These companies may have limited operating 

histories and their prospects for profitability may be uncertain. These companies may be involved in new 

and evolving businesses and may be vulnerable to competition and changes in technology, markets and 

economic conditions. They may be more dependent on key managers and third parties and may have 

limited product lines. 

  

LEVERAGING TRANSACTIONS 

  

The Fund may engage in the types of transactions which involve "leverage" because in the Fund 

receives cash which it can invest in portfolio securities and has a future obligation to make a payment. 

The use of these transactions by the Fund will generally cause its net asset value to increase or decrease at 

a greater rate than would otherwise be the case. Any investment income or gains earned from the portfolio 

securities purchased with the proceeds from these transactions which is in excess of the expenses 

associated from these transactions can be expected to cause the value of the Fund's shares and 

distributions on the Fund's shares to rise more quickly than would otherwise be the case. Conversely, if 

the investment income or gains earned from the portfolio securities purchased with proceeds from these 
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transactions fail to cover the expenses associated with these transactions, the value of the Fund's shares is 

likely to decrease more quickly than otherwise would be the case and distributions thereon will be 

reduced or eliminated. Hence, these transactions are speculative, involve leverage and increase the risk of 

owning or investing in the shares of the Fund. These transactions also increase the Fund's expenses 

because of interest and similar payments and administrative expenses associated with them. Unless the 

appreciation and income on assets purchased with proceeds from these transactions exceed the costs 

associated with them, the use of these transactions by the Fund would diminish the investment 

performance of the Fund compared with what it would have been without using these transactions. 

  

PORTFOLIO TURNOVER 
  

Purchases and sales of portfolio securities may be made as considered advisable by the Adviser in 

the best interests of the shareholders. The Fund’s portfolio turnover rate may vary from year to year, as 

well as within a year. The Fund’s distributions of any net short-term capital gains realized from portfolio 

transactions are taxable to shareholders as ordinary income. In addition, higher portfolio turnover rates 

can result in corresponding increases in portfolio transaction costs for the Fund. 

  

For reporting purposes, the Fund’s portfolio turnover rate is calculated by dividing the lesser of 

purchases or sales of portfolio securities for the fiscal year by the monthly average of the value of the 

portfolio securities owned by the Fund during the fiscal year. In determining such portfolio turnover, all 

securities whose maturities at the time of acquisition were one year or less are excluded. A 100% 

portfolio turnover rate would occur, for example, if all of the securities in the Fund’s investment portfolio 

(other than short-term money market securities) were replaced once during the fiscal year. Portfolio 

turnover will not be a limiting factor should the Adviser deem it advisable to purchase or sell securities. 

  

DISCLOSURE OF PORTFOLIO HOLDINGS INFORMATION 
  

The Board of Trustees of the Trust has adopted policies and procedures for the Trust relating to 

disclosure of the Fund’s portfolio securities (the “Policy”). The Policy is designed to ensure disclosure of 

holdings information where necessary to the Trust’s operation or useful to the Fund’s shareholders 

without compromising the integrity or performance of the Fund. 

  

Pursuant to applicable law, the Fund is required to disclose its complete portfolio holdings 

quarterly, within 60 days of the end of each fiscal quarter. The Fund will disclose a complete schedule of 

investments in each Semi-Annual Report and Annual Report to Shareholders or, following the first and 

third fiscal quarters, in quarterly holdings reports filed with the SEC on Form N-Q. Semi-Annual and 

Annual Reports are available free of charge electronically or, if requested by a shareholder, in paper form. 

Quarterly holdings reports filed with the SEC on Form N-Q are available, free of charge, on the EDGAR 

database on the SEC’s website at www.sec.gov. 

  

The Trust may share non-public holdings information of the Fund sooner than 60 days of the end 

of each fiscal quarter with the Adviser and other service providers to the Trust necessary for the Fund’s 

day-to-day operations, as set forth in the table below. In addition, the Trust may share non-public 

holdings information with mutual fund ranking and rating services, including Morningstar, Lipper, and 

Bloomberg. These service providers and other entities owe contractual, fiduciary, or other legal duties of 

confidentiality to the Trust or the Adviser that foster reasonable expectations that holdings information 

will not be misused. The Trust’s Officers may authorize disclosure of the Trust’s holdings portfolio 

information to service providers where such service provider needs information to fulfill its duties. 
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Name of Recipient 

Frequency of 

Holdings  

Disclosure Information Lag 

The Index Group, LLC (Adviser) Daily None 

ALPS Fund Services, Inc. (Administrator) Daily None 

MUFG Union Bank, National Association (Custodian) Daily None 

Cohen & Company, Ltd. (Independent Registered Public 

Accounting Firm) 

As needed None 

Davis Graham & Stubbs LLP (Counsel) As needed None 

  

The Trust may also disclose information about portfolio holdings to mutual fund evaluation 

services that agree not to disclose the information to third parties and that enter into a Confidentiality 

Agreement. Such Confidentiality Agreement provides, among other things, that non-public portfolio 

holdings information will be kept confidential and that such information will be used solely for the 

purpose of analysis and evaluation of the portfolio. Disclosures may be made to other third parties under a 

Confidentiality Agreement satisfactory to fund counsel and the Chief Compliance Officer (“CCO”). The 

Confidentiality Agreement prohibits anyone in possession of non-public holdings information from 

purchasing or selling securities based on such information, or from disclosing such information to other 

persons, except for those who are actually engaged in, and need to know, such information to perform 

services for the portfolio. 

  

No compensation or other consideration is paid to or received by any party in connection with the 

disclosure of holdings information, including the Trust, the Adviser and its affiliates. 

  

Pursuant to the Policy, the CCO may authorize exceptions and allow disclosures under other 

circumstances he or she deems appropriate. In addition, the Fund may disclose its holdings, as 

appropriate, in conformity with the foregoing principles. Compliance with the Policy (including the use of 

the portfolio holdings information) will be monitored by the CCO or his or her designee on a regular 

basis, and any violations constituting a “Material Compliance Matter” as defined under Rule 38a-1 of the 

1940 Act will be reported by the CCO to the Board of Trustees. 

  

MANAGEMENT 
  

Board of Trustees Responsibilities. The management and affairs of the Trust are supervised by the Board 

under the laws of the State of Delaware and the 1940 Act. The Board is responsible for overseeing the 

Fund. The Board approves all significant agreements between the Fund and the persons or companies that 

furnish services to the Fund, including agreements with its distributor, Adviser, administrator, custodian 

and transfer agent. The day-to-day operation of the Fund is delegated to the Fund’s Adviser. 

  

Trustees and Officers. The names of the Trustees of the Trust, their addresses, ages/date of birth, 

positions, principal occupation(s) during the past five years, number of portfolios in the fund complex 

overseen, and other directorships held by each Trustee are set forth below. 
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Name, Address 

and Age/Date of 

Birth 

Position(s) 

Held with  

Fund 

Term of 

Office 

and Length 

of 

Time Served 

Principal 

Occupation(s) 

During Past 5 Years 

Portfolios 

in Fund 

Complex* 

Overseen 

by 

Trustee 

Other 

Directorships 

Held by 

Trustee 

During Past 

5 Years 

Non-Interested Trustees       

Lance J. Baller 

(born 1974) 

Trustee 

  

Indefinite; since  

January 18, 2006 

President, Ultimate 

Investments Inc. (1995 

- present); President, 

Baller Enterprises, Inc. 

(1993 - present); 

President, Baller 

Family Foundation 

(2014 – present); 

Secretary and Vice 

President, High Speed 

Aggregate, Inc., (2010 

- present); President, 

Lakeview Village, Inc. 

(2010 – 2019); 

Secretary, HSA 

Bedrock LLC (2014 - 

present); Member, RM 

Investments, (2014 - 

2017); President, High 

Speed Mining, LLC 

(2014 - present); 

Chairman, Iofina PLC  

(2014 - present); CEO 

and Director, Global 

Healthcare REIT 

(2015 - present); Vice 

President and 

Secretary, Empire 

Aggregate Inc. (2018 - 

present); President, 

Empire Leasing, Inc. 

(2018 - present); 

President, Titan Au, 

Inc. (2018 - present); 

Managing Member, 

Yukon Au LLC (2018-

present). 

1 Co-Chairman, 

Eagle: XM; 

Director, 

Iofina PLC; 

Vice 

Chairman, 

NetAds 

International, 

Inc.; Director, 

Baylor Solar, 

(2014); 

Director, High 

Speed Mining 

(2014 – 

2018); CEO 

and Director, 

Global 

Healthcare 

REIT (2015 - 

present); 

Director, 

Douglas 

County 

Soccer (2017 

– present); 

Empire Au, 

Inc. (2018 – 

present); 

Director, 

GBB 

Management 

(2018 - 

present). 

Kevin J. 

Trigueiro 

(born 1966) 

Trustee Indefinite; since 

January 18, 2006 

Broker/Owner, the 

Kastle Group, LLC 

(2006 to 2013). Small 

Business IT and 

1  None 
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Marketing Consultant 

(2006 to present). 

Interested Trustee       

Michael Willis 

(born 1966) 

Trustee Indefinite; since 

January 18, 2006 

President of The Index 

Group, LLC (2004 to 

present). 

1  None 

  

 * Mr. Willis may be deemed an "interested person" of the Trust as that term is defined in the 1940 

Act because of his ownership and control of the Adviser, and service as an officer of the Adviser. 

  

 ** The “Fund Complex” includes all series of the Trust and any other investment companies for which 

The Index Group, LLC provides investment advisory services (currently one). 

  

The names of the officers, their addresses, ages, position(s) held with the Trust, and principal 

occupation(s) during the past five years are described in the table below. 

  

  

Name, Address 

and 

Age/Date of Birth 

Position(s) Held 

with Fund 

Term of Office 

and Length of 

Time Served 

Principal Occupation(s) During Past 5 

Years 

Michael Willis 

(born 1966) 

President, Treasurer 

and Secretary 

Indefinite, Since 

January 18, 2006 

(President), 

since November 25, 

2009 (Treasurer 

and Secretary). 

President of The Index Group, LLC 

(2004 to present). 

Theodore Uhl 

(born 1974) 

Chief Compliance 

Officer 

Indefinite; since 

December 2015 

Deputy Compliance Officer of ALPS 

Fund Services, Inc. (“ALPS”) since June 

2010.  

  

All communications to the Trustees and Officers of the Fund may be directed c/o Index Funds, 1155 

Kelly Johnson Blvd., Suite 111, Colorado Springs, CO 80920. 

  

The Board believes that the significance of each Trustee’s experience, qualifications, attributes or 

skills is an individual matter (meaning that experience that is important for one Trustee may not have the 

same value for another) and that these factors are best evaluated at the Board level, with no single 

Trustee, or particular factor, being indicative of the Board’s effectiveness. The Board determined that 

each of the Trustees is qualified to serve as a Trustee of the Trust based on a review of the experience, 

qualifications, attributes and skills of each Trustee. In reaching this determination, the Board has 

considered a variety of criteria, including, among other things: character and integrity; ability to review 

critically, evaluate, question and discuss information provided, to exercise effective business judgment in 

protecting shareholder interests and to interact effectively with the other Trustees, the Adviser, other 

service providers, counsel and the independent registered accounting firm (“independent auditors”); and 

willingness and ability to commit the time necessary to perform the duties of a Trustee. Each Trustee’s 

ability to perform his duties effectively is evidenced by his experience or achievements in the following 

areas, in no particular order of importance: management or board experience in the investment 

management industry or companies or organizations in other fields, entrepreneurial experience, 

educational background and professional training; and experience as a Trustee of the Trust. Information 
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discussing the specific experience, skills, attributes and qualifications of each Trustee which led to the 

Board’s determination that the Trustee should serve in this capacity is provided below. 

  

Michael Willis. Michael G. Willis is Founder and President of The Index Group LLC and Index Funds 

since 2004 and 2005 respectively.  Mr. Willis has been the Lead Portfolio Manager for INDEX FUNDS 

S&P 500® EQUAL WEIGHT Fund (INDEX) since its inception in 2015. He has been a portfolio 

manager for 1940-Act mutual funds for the past 13 years.  Prior to his association with The Index Group 

LLC, Mr. Willis worked in the investment banking industry for UBS Financial Services, Paine Webber, 

& Smith Barney. Mr. Willis was chosen to serve as a Trustee based on his experience as founder of these 

companies and his Wall Street portfolio management experience. 

  

Lance J. Baller. Mr. Baller was co-founder, CEO and President (2010-2013), CFO (2006-2013) of Iofina 

Plc since prior to his departure for health reasons in June 2013. Mr. Baller returned to Iofina plc as 

Chairman in April 2014. Mr. Baller is currently the CEO Global Healthcare REIT since 2015.  Mr. Baller 

is the former managing partner of The Elevation Fund and Elevation Capital Management. Mr. Baller is 

the former managing partner of Shortline Equity Partners, Inc., a mid-market merger and acquisitions 

consulting and investment company in the United States. He has actively served on the investment, audit, 

corporate governance, and compensation committees, while on the board of directors of companies in 

Asia and North America. Mr. Baller is also a former vice president of mergers and acquisitions, financing 

and corporate development at Integrated Biopharma, Inc. and prior to this a vice president of the 

investment banking firms UBS AG and Morgan Stanley. He has served as Chairman to various 

companies and has lead successful restructurings.  He was chosen to serve as a Trustee of the Trust based 

on his business, financial services, investment management and accounting experience. 
  

Kevin J. Trigueiro. Mr. Trigueiro brings to the Board almost two decades of service representing the 

nonprofit and real estate sectors. He has worked for a multinational nonprofit organization with a budget 

in excess of $100 million. In addition, he contributed to annual real estate sales topping $1 billion. He has 

since formed a private real estate company, while continuing to consult with small businesses on various 

internet and marketing initiatives. Mr. Trigueiro was chosen to serve as a Trustee of the Trust based on 

his business experience. 

  

Specific details regarding each Trustee’s principal occupations during the past five years are 

included in the table above. The summaries set forth above as to the experience, qualifications, attributes 

and/or skills of the Trustees do not constitute holding out the Board or any Trustee as having any special 

expertise or experience, and do not impose any greater responsibility or liability on any such person or on 

the Board as a whole than would otherwise be the case. 

  

Board Composition and Leadership Structure 
  

The Board currently consists of four individuals, one of whom is an Interested Trustee. The 

Board has appointed Michael G. Willis, an Interested Trustee, to serve in the role of Chairman. The 

Chairman’s role is to preside at all meetings of the Board and to act as a liaison with the Adviser, other 

service providers, counsel and other Trustees generally between meetings. The Chairman and may also 

perform such other functions as may be delegated by the Board from time to time. Mr. Willis is also the 

President, Treasurer and Secretary of the Fund and the President of the Adviser. The Board has does not 

have a lead Independent Trustee. The Independent Trustees, acting collectively, seek to serve as a check 

and balance on the activities of the Interested Trustee. 

  

Overall responsibility for oversight of the Fund rests with the Trustees. The Trust has engaged the 

Adviser to manage the Fund on a day-to day basis. The Board is responsible for overseeing the Adviser 
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and other service providers in the operations of the Fund in accordance with the provisions of the 1940 

Act, applicable provisions of state and other laws and the Trust’s organizational documents. The Board 

meets at regularly scheduled quarterly meetings each year. In addition, the Board may hold special in-

person or telephonic meetings or informal conference calls to discuss specific matters that may arise or 

require action between regular meetings. 

  

The Board believes that its structure facilitates the orderly and efficient flow of information to the 

Trustees from the Adviser and other service providers with respect to services provided to the Fund, 

potential conflicts of interest that could arise from these relationships and other risks that the Fund may 

face. The Board further believes that its structure allows all of the Trustees to participate in the full range 

of the Board’s oversight responsibilities. The Board believes that the orderly and efficient flow of 

information and the ability to bring each Trustee’s talents to bear in overseeing the Fund’s operations is 

important, in light of the size and complexity of the Fund and the risks that the Fund faces. The Board and 

its committees review their structure regularly, to help ensure that it remains appropriate as the business 

and operations of the Fund and the environment in which the Fund operates changes. 

  

Board’s Role in Risk Oversight of the Fund 
  

The Board oversees risk management for the Fund directly and, as to certain matters, through its 

committees. The Board exercises its oversight in this regard primarily through requesting and receiving 

reports from and otherwise working with the Fund’s senior officers (including, Mr. Willis and the Fund’s 

Chief Compliance Officer), the Fund’s independent auditors, legal counsel and personnel from the Fund’s 

other service providers. The Board has adopted, on behalf of the Fund, and periodically reviews with the 

assistance of the Fund’s Chief Compliance Officer, policies and procedures designed to address certain 

risks associated with the Fund’s activities. In addition, the Adviser and the Fund’s other service providers 

also have adopted policies, processes and procedures designed to identify, assess and manage certain risks 

associated with the Fund’s activities, and the Board receives reports from service providers with respect 

to the operation of these policies, processes and procedures as required and/or as the Board deems 

appropriate. The Board does not believe that a separate Risk Oversight Committee is necessary for 

effective risk oversight at this time, but intends to continuously evaluate how it assesses risk and will 

consider again in the future whether any changes to their current structure are prudent. 

  

Committees 

  

The Board has established an Audit Committee, a Fair Valuation Committee and a Nominating 

and Governance Committee. 

  

The Audit Committee consists of Lance J. Baller and Kevin Trigueiro. The members of the 

committee are not “interested persons” of the Trust as defined by the 1940 Act (“Independent Trustees”). 

The primary purpose of the Audit Committee is to oversee the accounting and financial reporting policies, 

practices and internal controls of the Trusts. The Audit Committee is currently chaired by Lance J. Baller. 

The audit committee (i) recommends to the Board of Trustees the selection, retention and compensation 

of an independent public accounting firm; (ii) annually reviews the scope of the proposed audit, the audit 

procedures to be utilized and the proposed audit fees; (iii) reviews the results of the annual audit with the 

independent auditors; (iv) reviews the annual financial statements of the Fund with management and the 

independent auditors; and (v) reviews the adequacy and effectiveness of internal controls and procedures 

with management and the independent auditors. The Audit Committee met two times during the fiscal 

year ended March 31, 2019. 

  

The Fair Valuation Committee includes the President of the Trust, a representative from the 

Adviser, and either: (i) a representative from the Fund’s administrator or the Treasurer of the Trust. The 
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Fair Valuation Committee is currently chaired by Michael G. Willis, as President of the Trust. The 

purpose of the Fair Valuation Committee is to oversee the implementation of the Fund's fair valuation 

procedures and to make fair value determinations on behalf of the Board of Trustees as specified in the 

Fund's Fair Valuation Policies and Procedures. 

  

The Trust also has a Nominating and Governance Committee that is comprised of the 

Independent Trustees. This committee (i) makes nominations for trustee membership on the Board; (ii) 

evaluates on a periodic basis the operations and effectiveness of the Board as a whole; (iii) periodically 

reviews the composition of the Board to determine whether it may be appropriate to add individuals with 

different backgrounds or skills from those already on the Board; (iv) periodically reviews Board 

governance procedures and shall recommend any appropriate changes to the full Board; and (v) 

periodically reviews trustee compensation and shall recommend any appropriate changes to the Board as 

a group. The committee does not consider nominees recommended by shareholders. The Nominating and 

Governance Committee did not meet during the fiscal year ended March 31, 2019. 

  

Trustee Share Ownership 
  

The following tables provide the dollar range of equity securities beneficially owned by the Board on 

December 31, 2018. 

         

Name of Trustee 

Dollar Range of Equity 

Securities in the Fund 

Aggregate Dollar Range of 

Equity 

Securities in All Registered 

Investment Companies 

Overseen by Trustee in 

Family of Investment 

Companies 

Independent Trustees:     

Lance J. Baller None None 

Kevin J. Trigueiro None None 

Interested Trustee:     

Michael G. Willis None None 

  

None of the Independent Trustees own securities in the Adviser or the Distributor, nor do they own 

securities in any entity directly controlling, controlled by, or under common control with the Adviser or 

the Distributor. 

  

Trustee Compensation* 
  

The following table provides the total fees paid to Trustees by the Fund for the fiscal year ended 

March 31, 2019. 
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Name of Trustee 

Aggregate Compensation 

from the Fund 

Total Compensation from 

Fund and Fund Complex 

Paid to Trustees 

Independent Trustees:     

Lance J. Baller $186 $186 

Kevin J. Trigueiro $186 $186 

Interested Trustees:     

Michael Willis $0 $0 

  

 * Trustees of the Trust not affiliated with the Adviser received from the Trust an annual retainer of 

1/10 of 1 basis point of the average annual assets under management, paid quarterly. Trustees who 

are affiliated with the Adviser do not receive compensation from the Trust. All Trustees (Interested 

and Independent) are reimbursed for all out-of-pocket expenses (e.g. travel and lodging) relating to 

attendance at such meetings. The Trust has not adopted any pension or retirement plans for the 

officers or Trustees of the Trust. Therefore, there have been no currently estimated annual benefits 

upon retirement. 

  

Except for the Chief Compliance Officer, none of the officers receive compensation from the 

Trust for their services. 

  

CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES 
  

A principal shareholder is any person who owns of record or beneficially owns 5% or more of any class 

of the Fund’s outstanding equity securities. A control person is any person who owns beneficially or 

through controlled companies more than 25% of the voting securities of the Fund or acknowledges the 

existence of control. 

  

The following table provides the name and address of any person who owns of record or beneficially 5% 

or more of the outstanding shares of the Fund as of May 31, 2019: 

  

Fund Shareholder Name and Address 

Percentage of 

Interest 

Number of 

Shares 

  

CHARLES SCHWAB & CO., INC. 

211 MAIN ST. 

SAN FRANCISCO, CA 94105 

71.94% 925,462.100 

  

TD AMERITRADE, INC. 

200 S. 108
TH

 AVE. 

OMAHA, NE 68154 

19.81% 254,875.585 

 

VANGUARD MARKETING CORPORATION 

PO BOX 1170 MSC ZB3 

VALLEY FORGE, PA  19482 

 

5.79% 74,455.271 

  

As of May 31, 2019, the Trustees and officers of the Trust as a group owned less than 1% of the Fund’s 

shares. 
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CODE OF ETHICS 
  

The Trust, the Adviser and the Distributor each have adopted a code of ethics, as required by 

applicable law, which is designed to prevent affiliated persons of the Trust, the Adviser and the 

Distributor from engaging in deceptive, manipulative, or fraudulent activities in connection with 

securities held or to be acquired by the Fund (which may also be held by persons subject to a code). Such 

persons are prohibited from effecting certain transactions, allowed to effect certain exempt transactions, 

required to preclear certain transactions and to report certain transactions on a regular basis. 

  

INVESTMENT ADVISER TO THE FUND 
  

The Index Group, LLC (the “Adviser”, formerly known as “the Index Group, Inc.”) serves as 

investment adviser; to the Fund pursuant to an investment advisory contract (the “Investment Advisory 

Agreement”). The Adviser is located at 1155 Kelly Johnson Blvd, Suite 111, Colorado Springs, Colorado 

80920. The Adviser is majority-owned and controlled by Michael Willis, an interested Trustee of the 

Trust and the portfolio manager of the Fund. Mr. Willis also serves as Chairman and President of the 

Adviser. 

  

Under the terms of the Investment Advisory Agreement, the Adviser serves as the investment 

adviser and makes the investment decisions for the Fund and continuously reviews, supervises and 

administers the investment program of the Fund, subject to the supervision of, and policies established by, 

the Trustees of the Trust. Under the terms of the Investment Advisory Agreement, the investment 

advisory services of the Adviser are not exclusive. The Adviser is free to render investment advisory 

services to others. 

  

For its services, the Adviser is entitled to a fee, computed daily and paid monthly, equal on an 

annual basis to 0.25% of the Fund’s average daily net assets. During the past fiscal year ended March 31, 

2019, the Adviser earned fees in the amount of $88,690 before management fee waivers and/or 

reimbursements in the amount of $387,186. During the fiscal period ended March 31, 2018, the Adviser 

earned fees in the amount of $55,396 before management fee waiver and/or reimbursements of $384,486.  

During the fiscal period ended March 31, 2017, the Adviser earned fees in the amount of $13,825 before 

management fee waivers and or reimbursements of $364,450.  The Investment Advisory Agreement was 

renewed most recently in March, 2019. The Advisory Agreement continues in effect, unless sooner 

terminated, for successive one-year periods so long as it is approved annually. The Board or the Adviser 

may terminate the Investment Advisory Agreement upon sixty (60) days’ notice while the shareholders 

may terminate the Investment Advisory Agreement immediately. 

  

The Adviser has agreed to waive and/or reimburse fees or expenses in order to limit Total Annual 

Fund Operating Expenses After Fee Waiver/Expense Reimbursement (excluding acquired fund fees and 

expenses, brokerage expenses, interest expenses, taxes and extraordinary expenses) to 0.25% of the 

Fund’s average daily net assets for No Load class Shares. This agreement is in effect through July 31, 

2020. This agreement may not be terminated or modified by the Adviser prior to this date except with the 

approval of the Board. 

  

PORTFOLIO MANAGEMENT INFORMATION 
  

Michael Willis is responsible for the day-to-day management of the Fund. The Prospectus 

contains information about Mr. Willis and his management of the Fund. The sections below contain 

certain additional information about his compensation, his management of other accounts, and potential 

conflicts of interest. 
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Management of Other Accounts. As of March 31, 2019, Mr. Willis was primarily responsible for the day-

to-day management of other accounts, as set forth in the table below. 

  

The table below shows the number of other accounts managed by Mr. Willis, if any, and the total assets in 

the accounts in each of the following categories: registered investment companies, other pooled 

investment vehicles and other accounts. For each category, the table also shows the number of accounts 

and the total assets in the accounts with respect to which the advisory fee is based on account 

performance, if any. 

 

  
Other Accounts Managed / 

Total Assets in Accounts ($ in millions) 

Other Accounts with 

Performance - 

Based Fees/ 

Total Assets in Accounts 

  

Other 

Registered 

Investment 

Companies 

(“RICs”) 

Other Pooled 

Investment 

Vehicles 

(“PIVs”) 

Other 

Accounts 

Number & 

Type of 

Accounts 

in this 

Category 

Total Assets 

in such 

Accounts, 

if any 

Michael Willis  0 / $0 0 / $0 0 / $0M 0 $0 

  

 

 

Portfolio Manager Compensation Structure 
  

Mr. Willis is entitled to receive a base salary from the Adviser for his services in the various 

positions he holds with the Adviser, including his position as portfolio manager and President. In 

addition, Mr. Willis, as the principal shareholder of the Adviser, is entitled to receive a share of net profits 

earned by the Adviser. Mr. Willis does not receive any other form of compensation or benefits for his 

services to the Adviser. 

  

Potential Conflicts of Interest. Since the Fund and other accounts that may be managed by Mr. Willis and 

the Adviser in the future could have similar investment strategies, there is a potential risk that Mr. Willis 

could favor one or more of the other accounts over the Fund. However, the Adviser has established 

policies and procedures governing brokerage practice and the allocation of trades, which are designed to 

seek to ensure that the purchase and sale of securities among various accounts managed by the Adviser 

are fairly and equitably allocated. The Adviser is not aware of any cases where the investment strategies 

employed for the other accounts managed by Mr. Willis and the Adviser would cause him to take 

positions on the contrary side of the market from the Fund, or otherwise contrary to the interests of the 

Fund. 

  

Portfolio Manager Ownership of Securities 
  

The table below identifies ownership of Fund securities by the Portfolio Manager as of March 31, 2019. 

  

Portfolio Manager Dollar Range of Equity Securities in the Fund Beneficially Owned 

Michael G. Willis $0 
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PROXY VOTING POLICIES 
  

The Fund has adopted Proxy Voting Policies that delegate the responsibility of voting proxies to 

the Adviser. The Proxy Voting Policies of the Fund and Adviser are attached as Appendix B and 

Appendix C respectively. These policies provide a general indication as to how the Adviser and will vote 

proxies relating to portfolio securities. However, the guidelines do not address all potential voting issues 

or the intricacies that may surround individual proxy votes. For that reason, there may be instances in 

which votes may vary from the guidelines presented. Notwithstanding the foregoing, the Adviser will 

always endeavor to vote proxies relating to portfolio securities in accordance with the Fund’s investment 

objectives. The policies also describe the courses of action available to the Adviser when it determines 

that there is a material conflict of interest, including for example taking instruction from the Fund’s 

Board. 

  

Information regarding how the Adviser voted proxies is available during the most recent 12-

month period ended June 30 without charge (1) through a link, available on the Adviser’s website at 

www.INDEX.fund, to the Fund’s publicly filed proxy information (2) by calling the Fund at 1-844-464-

6339; and (3) on the SEC's website at www.sec.gov. 

  

DISTRIBUTION OF FUND SHARES 
  

The Trust has retained ALPS Distributors, Inc. (“ADI”), 1290 Broadway, Suite 1100, Denver, 

Colorado, 80203, to serve as principal underwriter for the shares of the Fund. ADI serves as distributor to 

the Fund pursuant to the Distribution Agreement (the “Distribution Agreement”), most recently renewed 

for an additional one-year term in March, 2019, and continues in effect , if not terminated, for successive 

annual periods, provided such continuance is specifically approved at least annually by (i) the Trust’s 

Board of Trustees or (ii) the vote of a majority (as defined in the 1940 Act and Rule 18f-2 thereunder) of 

the outstanding voting securities of the Fund, and provided that in either event the continuance is also 

approved by a majority of the Trust’s Board of Trustees who are not "interested persons" (as defined in 

the 1940 Act) of any party to this Agreement, by vote cast in person at a meeting called for the purpose of 

voting on such approval. The Distribution Agreement provides that the Distributor will use its best efforts 

to solicit orders for the sale of the Shares at the public offering price and may enter into selling 

agreements with selected dealers. The Distributor is not obligated to sell any specific amount of shares. 

  

ADMINISTRATION, TRANSFER AGENT AND COMPLIANCE 

  
ALPS serves as transfer, dividend paying, and shareholder servicing agent for the Fund (the 

“Transfer Agent”) under a Transfer Agency and Services Agreement with the Trust. Under this 

Agreement, ALPS is paid an annual base fee Fund plus fees for open accounts and is reimbursed for 

certain out-of-pocket expenses (“Transfer Agent Fees”). For the fiscal year ended March 31, 2019, the 

Fund paid $45,042 in fees under the Transfer Agency and Services Agreement. During the past fiscal 

periods ended March 31, 2018 and March 31, 2017 the Fund paid $44,879 and $41,958, respectively, in 

fees under the Transfer Agency and Services Agreement. 

  

ALPS Fund Services, Inc. 1290 Broadway, Suite 1100, Denver, CO 80203 (“ALPS” and the 

“Administrator”) provides administrative, fund accounting, and other services to the Fund under the 

Administration, Bookkeeping and Pricing Services Agreement with the Trust. The Administrator is also 

reimbursed by the Fund for certain out of pocket expenses. For the fiscal year ended March 31, 2019, the 

Fund paid $193,146 in fees under the Administration Agreement. During the past fiscal periods ended 

March 31, 2018 and March 31, 2017, the Fund paid $191,822 and $183,403, respectively, in fees under 

the Administration Agreement. 
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ALPS provides Chief Compliance Officer services to the fund under a Chief Compliance Officer 

Services Agreement with the Fund. Under this agreement, ALPS also provides services in monitoring and 

testing the policies and procedures of the Fund in conjunction with the requirements under Rule38a-1 

under the 1940 Act. ALPS receives compensation for these services under the Chief Compliance Officer 

Services Agreement, which totaled $30,116, $20,560  and $20,000 for the years ended March 31, 2019, 

March 31, 2018 and March 31, 2017, respectively. 

  

CUSTODIAN 
  

MUFG Union Bank, National Association (formerly, Union Bank, N.A.) (the “Custodian”), located at 

350 California Street, 6
th
 Floor, San Francisco, California 94104, serves as the custodian for the Fund. As 

such, the Custodian holds in safekeeping certificated securities and cash belonging to the Fund and, in 

such capacity, is the registered owner of securities in book-entry form belonging to the Fund. Upon 

instruction, the Custodian receives and delivers cash and securities of the Fund in connection with Fund 

transactions and collects all dividends and other distributions made with respect to Fund portfolio 

securities. The Custodian also maintains certain accounts and records of the Fund. Sub-custodians provide 

custodial services for any foreign assets held outside of the United States. 

  

COUNSEL 
  

Davis Graham & Stubbs LLP, located at 1550 Seventeenth Street, Suite 500, Denver, CO 80202, 

serves as counsel to the Trust. 

  

 

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
  

Cohen & Company, Ltd. serves as the Independent Registered Public Accounting Firm for the 

Trust. Cohen & Company, Ltd. provides audit and tax services, and assistance and consultation in 

connection with certain SEC filings, and is located at 342 N. Water St., Suite 830, Milwaukee, WI 53202. 

  

EXPENSES 
  

The Fund bears all costs of its operations, other than expenses specifically assumed by the 

Adviser or Distributor. The costs borne by the Fund include legal and accounting expenses, Trustees’ fees 

and expenses, insurance premiums, custodian and transfer agent fees and expenses, expenses incurred in 

acquiring or disposing of the Fund’s portfolio securities, expenses of registering and qualifying the 

Fund’s shares for sale with the SEC and with various state securities commissions, expenses of obtaining 

quotations on the Fund’s portfolio securities and pricing of the Fund’s shares, expenses of maintaining the 

Fund’s legal existence and of shareholders’ meetings, and expenses of preparing and distributing to 

existing shareholders reports, proxies and prospectuses. 

  

DETERMINATION OF NET ASSET VALUE 
  

The net asset value (“NAV”) per share for the Fund is determined as of the close of regular 

trading on the New York Stock Exchange (usually 4 p.m. Eastern Time) on each day that the Exchange is 

open and on such other days as the Board of Trustees determines (together, the “Valuation Time”). 

However, to the extent that the Fund’s investments are traded in markets that are open when the New 

York Stock Exchange is closed, the value of the Fund’s investments may change on days when shares 

cannot be purchased or redeemed. 
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The Fund will not compute net asset value on customary business holidays, including New Year’s 

Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial Day, Independence Day, 

Labor Day, Thanksgiving Day and Christmas Day. 

  

The Fund reserves the right to not determine net asset value when: (i) the Fund has not received 

any orders to purchase, sell or exchange shares and (ii) changes in the value of that Fund’s portfolio do 

not affect that Fund’s net asset value. 

  

The net asset value per share of a class is computed by adding the value of all securities and other 

assets in the Fund’s portfolio allocable to such class, deducting any liabilities allocable to such class and 

any other liabilities charged directly to that class and dividing by the number of shares outstanding in 

such class. 

  

Securities held by the Fund for which market quotations are readily available are valued at 

current market value as of Valuation Time. Equity securities are valued at the last quoted sale price, or if 

there is no sale price, the last quoted bid price provided by an independent pricing service approved by 

the Board of Trustees. Prices are taken from the primary market or exchange in which each security 

trades. 

  

Debt and other fixed income securities (other than short-term obligations) are valued at the last 

quoted bid price and/or by using a combination of daily quotes and matrix evaluations provided by an 

independent pricing service, the use of which has been approved by the Fund’s Board of Trustees. Short 

term debt securities such as commercial paper and U.S. treasury bills, having a remaining maturity of 60 

days or less are considered to be “short term” and are valued at amortized cost which approximates 

market value. The pricing service activities and results are reviewed by an officer of the Fund. 

  

Securities for which market quotations are not readily available, or for which an independent 

pricing service does not provide a value or provides a value that does not represent fair value in the 

judgment of the Fund’s investment advisor or designee, are valued at fair value under procedures 

approved by the Fund’s Board of Trustees. Fair value determinations are required for securities whose 

value is affected by a significant event that will materially affect the value of a domestic or foreign 

security and which occurs subsequent to the time of the close of the principal market on which such 

domestic or foreign security trades but prior to the calculation of the Fund’s NAV. 

  

Generally, trading in foreign securities markets trading is completed each day at various times 

prior to the Valuation Time. Due to the time differences between the closings of the relevant foreign 

securities exchanges and the Valuation Time for the Fund, the Fund will fair value its foreign investments 

when the market quotations for the foreign investments either are not readily available or are unreliable 

and, therefore, do not represent fair value. When fair value prices are utilized, these prices will attempt to 

reflect the impact of the U.S. financial markets’ perceptions and trading activities on the Fund’s foreign 

investments since the last closing prices of the foreign investments were calculated on their primary 

foreign securities markets or exchanges. For these purposes, the Board of Trustees of the Trust have 

determined that movements in relevant indices or other appropriate market indicators, after the close of 

the foreign securities exchanges, may demonstrate that market quotations are unreliable, and may trigger 

fair value pricing for certain securities. Consequently, fair valuation of portfolio securities may occur on a 

daily basis. The fair value pricing by the Trust utilizes data furnished by an independent pricing service 

(and that data draws upon, among other information, the market values of foreign investments). The fair 

value prices of portfolio securities generally will be used when it is determined that the use of such prices 

will have an impact on the net asset value of the Fund. When the Fund uses fair value pricing, the values 

assigned to the Fund’s foreign investments may not be the quoted or published prices of the investments 

on their primary markets or exchanges. 
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Expenses and fees, including advisory fees, are accrued daily and are taken into account for the 

purpose of determining the net asset value of the Fund’s shares. 

  

 

PORTFOLIO TRANSACTIONS 
  

Investment decisions for the Fund are made with a view to achieving their respective investment 

objectives. Investment decisions are the product of many factors in addition to basic suitability for the 

particular client involved. Thus, a particular security may be bought or sold for certain clients even 

though it could have been bought or sold for other clients at the same time. Likewise, a particular security 

may be bought for one or more clients when one or more clients are selling the security. In some 

instances, one client may sell a particular security to another client. It also sometimes happens that two or 

more clients simultaneously purchase or sell the same security, in which event each day’s transactions in 

such security are, insofar as possible, averaged as to price and allocated between such clients in a manner 

which in the opinion of the Adviser, is equitable to each and in accordance with the amount being 

purchased or sold by each. There may be circumstances when purchases or sales of portfolio securities for 

one or more clients will have an adverse effect on other clients. 

  

The Fund has no obligation to deal with any dealer or group of dealers in the execution of 

transactions in portfolio securities. Subject to policies established by the Trust’s Board of Trustees, the 

Adviser, as appropriate, is primarily responsible for portfolio decisions and the placing of portfolio 

transactions. In placing orders, it is the policy of the Fund to obtain the best results taking into account, 

the broker-dealer’s general execution and operational facilities, the type of transaction involved and other 

factors such as the dealer’s risk in positioning the securities. While the Adviser generally seeks 

reasonably competitive spreads or commissions, the Fund will not necessarily be paying the lowest spread 

or commission available. 

  

Purchases and sales of securities of other investment companies will often be principal 

transactions in the case of debt securities and equity securities traded otherwise than on an exchange. The 

purchase or sale of ETFs will frequently involve the payment of a commission to a broker-dealer who 

effects the transaction on behalf of the Fund. Generally, shares of other funds are purchased and sold 

without sales charges and therefore do not involve brokerage commissions. 

  

The Adviser may, in circumstances in which two or more broker-dealers are in a position to offer 

comparable results, give preference to a dealer which has provided statistical or other research services to 

the Adviser. By allocating transactions in this manner, the Adviser is able to supplement its research and 

analysis with the views and information of securities firms. These items, which in some cases may also be 

purchased for cash, include such matters as general economic and securities market reviews, industry and 

company reviews, evaluations of securities and recommendations as to the purchase and sale of securities. 

  

Some of these services are of value to the Adviser in advising various of their clients (including 

the Fund), although not all of these services are necessarily useful and of value in managing the Fund. 

The management fees paid by the Fund are not reduced because the Adviser or its affiliates receive such 

services. 

  

As permitted by Section 28(e) of the Securities Exchange Act of 1934 (the “Act”), the Adviser 

may cause the Fund to pay a broker-dealer which provides “brokerage and research services” (as defined 

in the Act) to the Adviser an amount of disclosed commission for effecting a securities transaction for the 

Fund in excess of the commission which another broker-dealer would have charged for effecting that 

transaction. 
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Consistent with the Rules of the National Association of Securities Dealers, Inc. and the Financial 

Industry Regulatory Authority, and subject to seeking the most favorable price and execution available 

and such other policies as the Trustees may determine, the Adviser may consider sales of shares of the 

Fund as a factor in the selection of broker-dealers to execute portfolio transactions for the Fund. 

  

PURCHASE OF SHARES 
  

The following information supplements and should be read in conjunction with the sections in the 

Fund’s Prospectuses entitled “Purchasing and Adding to Your Shares” and “Distribution Arrangements.” 

The Prospectus contains a general description of how investors may buy shares of the Fund. When 

purchasing shares, you must specify which class is being purchased. 

  

Shares may be purchased through the Distributor, Servicing Agents or through securities brokers 

that have entered into a dealer agreement with the Distributor (“Securities Brokers”). Shares may be 

purchased at their net asset value next determined after an order is transmitted to and accepted by the 

Transfer Agent or is received by a Servicing Agent or a Securities Broker if it is transmitted to and 

accepted by the Transfer Agent. Purchases are effected on the same day the purchase order is received by 

the Transfer Agent provided such order is received prior to 4:00 p.m., New York time, on any business 

day. Following an initial period, the Trust intends the Fund to be as fully invested at all times as is 

reasonably practicable in order to enhance the yield on its assets. Each Servicing Agent or Securities 

Broker is responsible for and required to promptly forward orders for shares to the Distributor or Transfer 

Agent. 

  

All purchase payments are invested in full and fractional shares. The Trust reserves the right to 

cease offering shares for sale at any time or to reject any order for the purchase of shares. 

  

While there is no sales charge on purchases the Fund’s shares, the Distributor may receive fees 

from the Fund, such as those under the Distribution Plan. Other funds which have investment objectives 

similar to those of the Fund but which do not pay some or all of such fees from their assets may offer a 

higher yield. 

  

An investor may purchase shares through the Fund when directly purchased through the Transfer 

Agent or by authorizing his Servicing Agent to purchase such shares on his behalf through the Distributor 

or Transfer Agent. 

  

Shares of the Fund are offered on a continuous basis at net asset value by the Distributor as an 

investment vehicle for institutions, corporations, fiduciaries and individuals. 

  

From time to time dealers who receive dealer discounts and broker commissions from the 

Distributor may allow all or a portion of such dealer discounts and broker commissions to other dealers or 

brokers. The Distributor may also provide additional compensation to dealers in connection with sales of 

shares of the Fund. Dealers may not use sales of the Fund’s shares to qualify for the compensation to the 

extent such may be prohibited by the laws of any state or any self-regulatory agency, such as the National 

Association of Securities Dealers, Inc. None of the aforementioned compensation is paid for by the Fund 

or its shareholders. 

  

Stock certificates will not be issued with respect to the shares. The Transfer Agent shall keep 

accounts upon the book of the Trust for record holders of such shares. 
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Automatic Investment Plan 
  

The Trust offers a plan for regularly investing specified dollar amounts ($100 minimum in 

monthly, quarterly, semi-annual or annual intervals, which is the minimum subsequent investment 

amount for the Automatic Investment Plan only) in the Fund. If an Automatic Investment Plan is selected, 

subsequent investments will be automatic and will continue until such time as the Trust and the investor’s 

bank are notified in writing to discontinue further investments. Due to the varying procedures to prepare, 

process and forward the bank withdrawal information to the Trust, there may be a delay between the time 

of bank withdrawal and the time the money reaches the Fund. The investment in the Fund will be made at 

the net asset value per share determined on the business day that both the check and the bank withdrawal 

data are received in required form by the Transfer Agent. Further information about the plan may be 

obtained from ALPS at the telephone number listed on the back cover. 

   

For further information on how to purchase shares from the Distributor, an investor should 

contact the Fund. 

  

Through a Servicing Agent or a Securities Broker 
  

Shares are being offered to the public, to customers of a Servicing Agent and to customers of a 

securities broker that has entered into a dealer agreement with the Distributor. Servicing Agents and 

securities brokers may offer services to their customers, including specialized procedures for the purchase 

and redemption of shares, such as pre-authorized or automatic purchase and redemption programs. Each 

Servicing Agent and securities broker may establish its own terms, conditions and charges, including 

limitations on the amounts of transactions, with respect to such services. Charges for these services may 

include fixed annual fees, account maintenance fees and minimum account balance requirements. The 

effect of any such fees will be to reduce the net return on the investment of customers of that Servicing 

Agent or securities broker. Conversely, certain Servicing Agents may (although they are not required by 

the Trust to do so) credit to the accounts of their customers from whom they are already receiving other 

fees amounts not exceeding such other fees or the fees received by the Servicing Agent from the Fund, 

which will have the effect of increasing the net return on the investment of such customers of those 

Servicing Agents. 

  

Servicing Agents and securities brokers may transmit purchase payments on behalf of their 

customers by wire directly to the Fund’s custodian bank by following the procedures described above. 

  

For further information on how to direct a securities broker or a Servicing Agent to purchase 

shares, an investor should contact his securities broker or his Servicing Agent. 

  

REDEMPTION OF SHARES 
  

A shareholder may redeem all or any portion of the shares in his account at any time at the net 

asset value next determined after a redemption order in proper form is furnished by the shareholder to the 

Transfer Agent, with respect to shares purchased directly through the Fund when directly purchased 

through the Transfer Agent, or to his securities broker or his Servicing Agent, and is transmitted to and 

received by the Transfer Agent. All shares may be redeemed without charge. Redemptions are effected on 

the same day the redemption order is received by the Transfer Agent provided such order is received prior 

to 4:00 p.m., New York time, on any business day. Shares redeemed earn dividends up to and including 

the day prior to the day the redemption is effected. 
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The Fund charges a 0.25% redemption fee to shareholders who purchase shares and redeem 

shares within a 30-day period. To deter market timing, the Fund and the Adviser reserve the right to reject 

or restrict purchase or exchange requests from any investor. The Fund defines excessive trading as a 

purchase and redemption of the same Fund within a 30-day period. 

  

The proceeds of a redemption are normally paid from the Fund in U.S. dollars on the next 

business day following the date on which the redemption is effected, but in any event within seven days. 

The right of any shareholder to receive payment with respect to any redemption may be suspended or the 

payment of the redemption proceeds postponed during any period in which the New York Stock 

Exchange (“NYSE”) is closed (other than weekends or holidays) or trading on the NYSE is restricted or, 

to the extent otherwise permitted by the 1940 Act, if an emergency exists. Due to the proportionately 

higher costs of servicing accounts with lower balances, accounts maintaining a balance under $25,000 

will be charged a $20 maintenance fee that is annually in December. If your account falls below $1,000 

for any reason, the Fund may ask you to increase your balance. If it is still below $1,000 after 90 days, the 

Fund may close your account and send you the proceeds at the current NAV. If the shareholder designates 

an Automatic Investment Plan the $20 annual maintenance fee is waived. A shareholder will be allowed 

to make additional investments prior to the date fixed for redemption to avoid liquidation of the account. 

  

Unless shares have been purchased directly from the Fund when directly purchased through the 

Transfer Agent, a shareholder may redeem shares only by authorizing his securities broker, if applicable, 

or his Servicing Agent to redeem such shares on his behalf (since the account and records of such a 

shareholder are established and maintained by his securities broker or his Servicing Agent). For further 

information as to how to direct a securities broker or a Servicing Agent to redeem shares, a shareholder 

should contact his securities broker or his Servicing Agent. 

  

It is currently the Trust's policy to pay for all redemptions in cash, however, the Trust retains the 

right to alter this policy to provide for redemptions in whole or in part by a distribution in-kind of readily 

marketable securities held by the Fund in lieu of cash. Shareholders may incur brokerage charges on the 

sale of any such securities so received in payment of redemptions. A shareholder will at all times be 

entitled to aggregate cash redemptions from all funds of the Trust up to the lesser of $250,000 or 1% of 

the Trust's net assets during any 90-day period. 

  

The Trust reserves the right to suspend the right of redemption and/or to postpone the date of 

payment upon redemption for any period on which trading on the NYSE is restricted, or during the 

existence of an emergency (as determined by the SEC by rule or regulation) as a result of disposal or 

valuation of the Fund's securities is not reasonably practicable, or for such other periods as the SEC has 

by order permitted. The Trust also reserves the right to suspend sales of shares of the Fund for any period 

during which the NYSE, the Adviser, the Administrator and/or the Custodian are not open for business. 

  

The Trust reserves the right to waive any minimum investment requirements or sales charges for 

immediate family members of the Trustees or officers of the Trust or employees of the Adviser. 

"Immediate family" means a spouse, mother, father, mother-in-law, father-in-law or children (including 

step-children) age 21 years or under. 

  

Systematic Withdrawal Plan 
  

Any shareholder with an aggregate value of $25,000 or more, may establish a Systematic 

Withdrawal Plan under which he redeems at net asset value the number of full and fractional shares which 

will produce the monthly, quarterly, semi-annual or annual payments specified (minimum $100 per 

payment). Depending on the amounts withdrawn, systematic withdrawals may deplete the investor's 

principal. Investors contemplating participation in this Plan should consult their tax advisors. No 
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additional charge to the shareholder is made for this service; however, if systematic withdrawals cause an 

account to fall below $25,000, a maintenance fee of $20 (imposed annually in December) will be charged 

to the account. 

  

 

Redemption of Shares Purchased Directly through the Fund’s Transfer Agent 
  

Redemption by Letter. Redemptions may be made by letter to the Transfer Agent specifying the 

dollar amount or number of shares to be redeemed, account number and the Fund. The letter must be 

signed in exactly the same way the account is registered (if there is more than one owner of the shares, all 

must sign). In connection with a written redemption request for amounts greater than $50,000, all 

signatures of all registered owners or authorized parties must be medallion signature guaranteed by an 

Eligible Guarantor Institution, which includes a domestic bank, broker, dealer, credit union, national 

securities exchange, registered securities association, clearing agency or savings association. The Fund’s 

transfer agent, however, may reject redemption instructions if the guarantor is neither a member nor a 

participant in a signature guarantee program (currently known as "STAMP", "SEMP", or "NYSE MPS"). 

Corporations, partnerships, trusts or other legal entities may be required to submit additional 

documentation. 

  

Redemption by Wire or Telephone. An investor may redeem shares of the Fund by wire or by 

telephone if he has checked the appropriate box on the Account Application or completed the Account 

Options Form. . Redemption requests for amounts greater than $50,000 should be made in writing and 

will require a medallion signature guarantee (See section “Signature Guarantees” in Prospectus). These 

redemptions may be paid from the applicable Fund by wire or by check. The Trusts reserve the right to 

refuse telephone wire redemptions and may limit the amount involved or the number of telephone 

redemptions. The telephone redemption procedure may be modified or discontinued at any time by the 

Trusts. 

  

The Trusts employ reasonable procedures to confirm that instructions communicated by 

telephone are genuine. For instance, the following information must be verified by the shareholder or 

securities broker at the time a request for telephone redemption is affected: (1) shareholder's account 

number; (2) shareholder's social security number; and (3) name and account number of shareholder's 

designated securities broker or bank. If either Trust fails to follow these or other established procedures, it 

may be liable for any losses due to unauthorized or fraudulent instructions. 

  

DIVIDENDS AND DISTRIBUTIONS 
  

For the Fund, the Trust intends to declare all of the Fund's net investment income on at least an 

annual basis as a dividend to the Fund's shareholders. Generally, the Fund's net investment income 

consists of the interest and dividend income it earns, less expenses. In computing interest income, 

premiums are not amortized nor are discounts accrued on long-term debt securities in the Fund, except as 

required for federal income tax purposes. 

  

The Fund's net realized capital gains, if any, are distributed to shareholders annually. Additional 

distributions are also made to the Fund's shareholders to the extent necessary to avoid application of the 

4% non-deductible federal excise tax on certain undistributed income and net capital gains of regulated 

investment companies. Shares begin accruing dividends on the day they are purchased. The Fund 

distributes dividends on a semi-annual basis. Unless a shareholder elects to receive dividends in cash 

(subject to the policies of the shareholder's Servicing Agent or securities broker), dividends are distributed 

in the form of additional shares of the Fund at the rate of one share (and fraction thereof) of the Fund for 

each one dollar (and fraction thereof) of dividend income. 
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ADDITIONAL TAX INFORMATION 
  

The Fund has qualified and elected to be treated as a regulated investment company under 

Subchapter M of the Internal Revenue Code of 1986, as amended (the “Code”), and intends to continue to 

so qualify, which requires compliance with certain requirements concerning the sources of its income, 

diversification of its assets, and the amount and timing of its distributions to shareholders. By so 

qualifying, the Fund should not be subject to federal income or excise tax on its net investment income or 

net capital gain, which are distributed to shareholders in accordance with the applicable timing 

requirements. Net investment income and net capital gain of the Fund will be computed in accordance 

with Section 852 of the Code. 

  

The Fund intends to distribute all of its net investment income, any excess of net short-term 

capital gains over net long-term capital losses, and any excess of net long-term capital gains over net 

short-term capital losses in accordance with the timing requirements imposed by the Code and therefore 

should not be required to pay any federal income or excise taxes. Distributions of net investment income 

and net capital gain will be in shares of the Fund unless a shareholder elects to receive cash. Net 

investment income is made up of dividends and interest less expenses. Net capital gain for a fiscal year is 

computed by taking into account any capital loss carryforward of the Fund. 

  

To be treated as a regulated investment company under Subchapter M of the Code, the Fund must 

also (a) derive at least 90% of its gross income from dividends, interest, payments with respect to 

securities loans, net income from certain publicly traded partnerships and gains from the sale or other 

disposition of securities or foreign currencies, or other income (including, but not limited to, gains from 

options, futures or forward contracts) derived with respect to the business of investing in such securities 

or currencies, and (b) diversify its holdings so that, at the end of each fiscal quarter, (i) at least 50% of the 

market value of the Fund’s assets is represented by cash, U.S. government securities and securities of 

other regulated investment companies, and other securities (for purposes of this calculation, generally 

limited in respect of any one issuer, to an amount not greater than 5% of the market value of the Fund’s 

assets and 10% of the outstanding voting securities of such issuer) and (ii) not more than 25% of the value 

of its assets is invested in the securities of (other than U.S. government securities or the securities of other 

regulated investment companies) any one issuer, two or more issuers which the Fund controls and which 

are determined to be engaged in the same or similar trades or businesses, or the securities of certain 

publicly traded partnerships. 

  

There is no assurance that the Internal Revenue Service will not challenge the Fund’s status as a 

regulated investment company, or that, if it were to do so, it would not prevail. If the Fund were to fail to 

qualify as a regulated investment company in any year, then the Fund would be subject to federal income 

tax on its net income and capital gains at regular corporate income tax rates (without a deduction for 

distributions to shareholders). When distributed, that income would also be taxable to shareholders as an 

ordinary dividend to the extent attributable to the Fund’s earnings and profits. If the Fund were to fail to 

qualify as a regulated investment company and became subject to federal income tax, any shareholder 

would be subject to the risk of diminished investment returns. 

  

The Fund may invest in complex securities such as repurchase agreements. These investments 

may be subject to numerous special and complex tax rules. These rules could affect whether gains and 

losses recognized by the Fund are treated as ordinary income or capital gain, accelerate the recognition of 

income to the Fund and/or defer the Fund’s ability to recognize losses. In turn, those rules may affect the 

amount, timing, or character of the income distributed to you by the Fund. 

  

The Fund is subject to a 4% nondeductible excise tax on certain undistributed amounts of 

ordinary income and capital gain under a prescribed formula contained in Section 4982 of the Code. The 
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formula requires payment to shareholders during a calendar year of distributions representing at least 98% 

of the Fund’s ordinary income for the calendar year and at least 98.2% of its capital gain net income (i.e., 

the excess of its capital gains over capital losses) realized during the one-year period ending October 31 

during such year plus 100% of any income that was neither distributed nor taxed to the Fund during the 

preceding calendar year. Under ordinary circumstances, the Fund expects to time its distributions so as to 

avoid liability for this tax. 

  

The following discussion of tax consequences is for the general information of shareholders that 

are subject to tax. Shareholders that are IRAs or other qualified retirement plans are exempt from income 

taxation under the Code. 

  

Distributions of taxable net investment income and the excess of net short-term capital gain over 

net long-term capital loss are taxable to shareholders as ordinary income. Distributions of net capital gain 

(“capital gain dividends”) generally are taxable to shareholders as long-term capital gain, regardless of the 

length of time the shares of the Fund have been held by such shareholders. 

  

A redemption of the Fund’s shares by a shareholder will result in the recognition of taxable gain 

or loss in an amount equal to the difference between the amount realized and the shareholder’s tax basis 

in the Fund shares. Such gain or loss is treated as a capital gain or loss if the shares are held as capital 

assets. However, any loss realized upon the redemption of shares within six months from the date of their 

purchase will be treated as a long-term capital loss to the extent of any amounts treated as capital gain 

dividends during such six-month period. All or a portion of any loss realized upon the redemption of 

shares may be disallowed to the extent shares are purchased (including shares acquired by means of 

reinvested dividends) within 30 days before or after such redemption. 

  

Distributions of taxable net investment income and net capital gain will be taxable as described 

above, whether received in additional cash or shares. Shareholders electing to receive distributions in the 

form of additional shares will have a cost basis for federal income tax purposes in each share so received 

equal to the net asset value of a share on the reinvestment date. 

  

All distributions of taxable net investment income and net capital gain, whether received in shares 

or in cash, must be reported by each taxable shareholder on his or her federal income tax return. 

Dividends or distributions declared in October, November or December as of a record date in such a 

month, if any, will be deemed to have been received by shareholders on December 31, if paid during 

January of the following year. Redemptions of shares may result in tax consequences (gain or loss) to the 

shareholder and are also subject to these reporting requirements. 

  

Under the Code, the Fund will be required to report to the Internal Revenue Service all 

distributions of taxable income and capital gains as well as gross proceeds from the redemption or 

exchange of Fund shares, except in the case of certain exempt shareholders. Under the backup 

withholding provisions of Section 3406 of the Code, distributions of taxable net investment income and 

net capital gain and proceeds from the redemption or exchange of the shares of a regulated investment 

company may be subject to withholding of federal income tax in the case of non-exempt shareholders 

who fail to furnish the investment company with their taxpayer identification numbers and with required 

certifications regarding their status under the federal income tax law, or if the Fund is notified by the IRS 

or a broker that withholding is required due to an incorrect TIN or a previous failure to report taxable 

interest or dividends. If the withholding provisions are applicable, any such distributions and proceeds, 

whether taken in cash or reinvested in additional shares, will be reduced by the amounts required to be 

withheld. 
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Shareholders of the Fund may be subject to state and local taxes on distributions received from 

the Fund and on redemptions of the Fund’s shares. Although the Fund expects to qualify as a regulated 

investment company and to be relieved of all or substantially all federal income taxes, depending upon 

the extent of its activities in states and localities in which its offices are maintained, in which its agents or 

independent contractors are located, or in which it is otherwise deemed to be conducting business, the 

Fund may be subject to the tax laws of such states or localities. 

  

Foreign taxes may be imposed on the Fund by foreign countries with respect to its foreign 

securities. Foreign countries generally do not impose taxes on capital gains with respect to investments by 

foreign investors. Since less than 50% in value of the Fund’s total assets at the end of its fiscal year are 

expected to be invested in stock or securities of foreign corporations, the Fund will not be entitled under 

the Code to pass through to its shareholders their pro rata share of the foreign taxes paid by the Fund. 

These taxes will be taken as a deduction by such Fund. 

  

The foregoing discussion of U.S. federal income tax law relates solely to the application of that 

law to U.S. Persons (i.e., U.S. citizens and residents and U.S. corporations, partnerships, trusts and 

estates). Each shareholder who is not a U.S. person should consider the U.S. and foreign tax 

consequences of ownership of shares of the Fund, including the possibility that such a shareholder may be 

subject to a U.S. withholding tax at a rate of 30% (or a lower rate under an applicable income tax treaty) 

on dividend income received by a shareholder. 

  

Information set forth in the Prospectuses and SAI which related to federal taxation is only a 

summary of some of the important federal tax considerations generally affecting purchasers of share of 

the Fund. No attempt has been made to present a detailed explanation of the federal income tax treatment 

of the Fund or its shareholders and this discussion is not intended as a substitute for careful tax planning. 

Accordingly, shareholders should consult their tax advisors about the application of federal, state and 

local and foreign tax law in light of their particular situation. In addition, the tax discussion in the 

Prospectuses and SAI are based on tax laws and regulations which are in effect on the date of the 

Prospectuses and this SAI; such laws and regulations may be changed by legislative or administrative 

action. 

  

OTHER INFORMATION 
  

CAPITALIZATION 

  

The capitalization of the Trust consists solely of an unlimited number of shares of beneficial 

interest, all without par value. The Board of Trustees may establish additional funds (with different 

investment objectives and fundamental policies) at any time in the future. Establishment and offering of 

additional funds will not alter the rights of the Trust’s shareholders. When issued, shares are fully paid, 

non-assessable, redeemable and freely transferable. Shares do not have preemptive rights or subscription 

rights. In any liquidation of the Fund, each shareholder is entitled to receive his pro rata share of the net 

assets of that Fund. 

  

VOTING RIGHTS 

  

Under the Declaration of Trust, the Trust is not required to hold annual meetings of the Fund’s 

shareholders to elect Trustees or for other purposes. It is not anticipated that the Trust will hold 

shareholders’ meetings unless required by law or the Declaration of Trust. In this regard, the Trust will be 

required to hold a meeting to elect Trustees to fill any existing vacancies on the Board if, at any time, 

fewer than a majority of the Trustees have been elected by the shareholders of the Trust. In addition, the 

holders of not less than two-thirds of the outstanding shares of the Trust may remove persons serving as 
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Trustee either by declaration in writing or at a meeting called for such purpose. The Trustees are required 

to call a meeting for the purpose of considering the removal of persons serving as Trustee if requested in 

writing to do so by the holders of not less than 10% of the outstanding shares of the Trust. To the extent 

required by applicable law, the Trustees shall assist shareholders who seek to remove any person serving 

as Trustee. 

  

The Trust’s shares do not have cumulative voting rights, so that the holders of more than 50% of 

the outstanding shares may elect the entire Board of Trustees, in which case the holders of the remaining 

shares would not be able to elect any Trustees. 

  

FINANCIAL STATEMENTS 
  

The financial statements for the Fund and the report of Cohen & Company, Ltd., the Fund’s 

independent registered public accounting firm, are included in the Fund’s Annual Report for the fiscal 

year ended March 31, 2019 and are incorporated by reference into this SAI. 
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APPENDIX A 
  

DESCRIPTION OF RATINGS 
  

The following descriptions are summaries of published ratings. 

  

Description of Commercial Paper Ratings 
  

 A-1 This is the highest category by Standard & Poor’s Ratings Services (S&P) and indicates 

that the degree of safety regarding timely payment is strong. Those issues determined to 

possess extremely strong safety characteristics are denoted with a plus sign (+) 

designation. 

  

 A-2 Capacity for timely payment on issues with this designation is satisfactory and the 

obligation is somewhat more susceptible to the adverse effects of changes in 

circumstances and economic conditions than obligations in higher rating categories. 

  

 PRIME-1 Issues rated Prime-1 (or supporting institutions) by Moody’s Investor Services, Inc. 

(“Moody’s) have a superior ability for repayment of senior short-term debt obligations. 

Prime-1 repayment ability will often be evidenced by many of the following 

characteristics: 

  

 - Leading market positions in well-established industries. 

  

 - High rates of return on funds employed. 

  

 - Conservative capitalization structure with moderate reliance on debt and ample asset 

protection. 

  

 - Broad margins in earnings coverage of fixed financial charges and high internal cash 

generation. 

  

 - Well-established access to a range of financial markets and assured sources of 

alternate liquidity. 

  

The rating F1 (Highest Credit Quality) is the highest commercial rating assigned by Fitch, Inc. 

(“Fitch”). Paper rated F1 is regarded as having the strongest capacity for timely payment of financial 

commitments. The rating F2 (Good Credit Quality) is the second highest commercial paper rating 

assigned by Fitch which reflects a satisfactory capacity for timely payment of financial commitments, but 

the margin of safety is not as great as in the case of the higher ratings. 

  

The rating TBW-1 by Thomson BankWatch (“Thomson”) indicates a very high likelihood that 

principal and interest will be paid on a timely basis. 

  

Description of Municipal Note Ratings 
  

Moody’s highest rating for state and municipal and other short-term notes is MIG-1 and VMIG-l. 

Short-term municipal securities rated MIG-1 or VMIG-1 are of the best quality. They have strong 

protection from established cash flows, superior liquidity support, or demonstrated broad-based access to 
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the market for refinancing or both. Short-term municipal securities rated MIG-2 or VMIG-2 are of high 

quality. Margins of protection are ample although not so large as in the MIG-I/VMIG-2 group. 

  

An S&P note rating reflects the liquidity concerns and market access risks unique to notes. Notes 

due in three years or less will likely receive a note rating. Notes maturing beyond three years will most 

likely receive a long-term debt rating. The following criteria will be used in making that assessment: 

  

 - Amortization Schedule - the larger the final maturity relative to other maturities, the more 

likely it will be treated as a note, and 

  

 - Source of Payment - the more dependent the issue is on the market for its refinancing, the more 

likely it will be treated as a note. 

  

S&P note rating symbols are as follows: 

  

SP-1 

Strong capacity to pay principal and interest. Those issues determined to possess a very strong capacity to 

pay a debt service is given a plus (+) designation. 

  

SP-2 

Satisfactory capacity to pay principal and interest with some vulnerability to adverse financial and 

economic changes over the term of the votes. 

  

Description of Corporate Bond Ratings 
  

S&P 

  

Bonds rated AAA have the highest rating S&P assigns to a debt obligation. Such a rating 

indicates an extremely strong capacity to pay principal and interest. Bonds rated AA also qualify as high-

quality debt obligations. Capacity to pay principal and interest is very strong, and in the majority of 

instances they differ from AAA issues only in small degree. Debt rated A has a strong capacity to pay 

interest and repay principal although it is somewhat more susceptible to the adverse effects of changes in 

circumstances and economic conditions than debt in higher rated categories. 

  

Debt rated BBB is regarded as having an adequate capacity to pay interest and repay principal. 

Whereas it normally exhibits adequate protection parameters, adverse economic conditions or changing 

circumstances are more likely to lead to a weakened capacity to pay interest and repay principal for debt 

in this category than in higher rated categories. Debt rated BB and B is regarded as having predominantly 

speculative characteristics with respect to capacity to pay interest and repay principal. BB indicates the 

least degree of speculation and C the highest degree of speculation. While such debt will likely have some 

quality and protective characteristics, these are outweighed by large uncertainties or major risk exposures 

to adverse conditions. Debt rated BB has less near-term vulnerability to default than other speculative 

grade debt. However, it faces major ongoing uncertainties or exposure to adverse business, financial, or 

economic conditions that could lead to inadequate capacity to meet timely interest and principal 

payments. The BB rating category is also used for debt subordinated to senior debt that is assigned an 

actual or implied BBB- rating. Debt rate B has greater vulnerability to default but presently has the 

capacity to meet interest payments and principal repayments. Adverse business, financial, or economic 

conditions would likely impair capacity or willingness to pay interest and repay principal. The B rating 

category also is used for debt subordinated to senior debt that is assigned an actual or implied BB or BB- 

rating. 
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Moody’s 

  

Bonds which are rated Aaa by Moody’s are judged to be of the best quality. They carry the 

smallest degree of investment risk and are generally referred to as “gilt edge.” Interest payments are 

protected by a large, or an exceptionally stable, margin and principal is secure. While the various 

protective elements are likely to change, such changes as can be visualized are most unlikely to impair the 

fundamentally strong position of such issues. Bonds rated Aa by Moody’s are judged by Moody’s to be of 

high quality by all standards. Together with bonds rated Aaa, they comprise what are generally known as 

high-grade bonds. They are rated lower than the best bonds because margins of protection may not be as 

large as in Aaa securities or fluctuation of protective elements may be of greater amplitude or there may 

be other elements present which make the long-term risks appear somewhat larger than the Aaa securities. 

Bonds which are rated A possess many favorable investment attributes and are to be considered as upper-

medium grade obligations. Factors giving security to principal and interest are considered adequate, but 

elements may be present which suggest a susceptibility to impairment sometime in the future. Bonds 

which are rated Baa are considered as medium-grade obligations (i.e., they are neither highly protected 

nor poorly secured). Interest payments and principal security appear adequate for the present but certain 

protective elements may be lacking or may be characteristically unreliable over any great length of time. 

Such bonds lack outstanding investment characteristics and in fact have speculative characteristics as 

well. Bonds which are rated Ba are judged to have speculative elements; their future cannot be considered 

as well-assured. Often the protection of interest and principal payments may be very moderate and 

thereby not well safeguarded during both good and bad times over the future. Uncertainty of position 

characterizes bonds in this class. Bonds which are rated B generally lack characteristics of the desirable 

investment. Assurance of interest and principal payments or of maintenance of other terms of the contract 

over any long period of time may be small. 

  

Moody’s bond ratings, where specified, are applied to financial contracts, senior bank obligations 

and insurance company senior policyholder and claims obligations with an original maturity in excess of 

one-year. Obligations relying upon support mechanisms such as letters-of-credit and bonds of indemnity 

are excluded unless explicitly rated. 

  

Obligations of a branch of a bank are considered to be domiciled in the country in which the 

branch is located. Unless noted as an exception, Moody’s rating on a bank’s ability to repay senior 

obligations extends only to branches located in countries which carry a Moody’s sovereign rating. Such 

branch obligations are rated at the lower of the bank’s rating or Moody’s sovereign rating for the bank 

deposits for the country in which the branch is located. 

  

When the currency in which an obligation is denominated is not the same as the currency of the 

country in which the obligation is domiciled, Moody’s ratings do not incorporate an opinion as to whether 

payment of the obligation will be affected by the actions of the government controlling the currency of 

denomination. In addition, risk associated with bilateral conflicts between an investor’s home country and 

either the issuer’s home country or the country where an issuer branch is located are not incorporated into 

Moody’s ratings. 

  

Moody’s makes no representation that rated bank obligations or insurance company obligations 

are exempt from registration under the 1933 Act or issued in conformity with any other applicable law or 

regulation. Nor does Moody’s represent that any specific bank or insurance company obligation is legally 

enforceable or is a valid senior obligation of a rated issuer. 

  



A-4 
 

Moody’s ratings are opinions, not recommendations to buy or sell, and their accuracy is not 

guaranteed. A rating should be weighed solely as one factor in an investment decision and you should 

make your own study and evaluation of any issuer whose securities or debt obligations you consider 

buying or selling. 

  

Fitch 

  

Bonds rated AAA by Fitch are judged by Fitch to be strictly high grade, broadly marketable, 

suitable for investment by trustees and fiduciary institutions liable to but slight market fluctuation other 

than through changes in the money rate. The prime feature of an AAA bond is a showing of earnings 

several times or many times interest requirements, with such stability of applicable earnings that safety is 

beyond reasonable question whatever changes occur in conditions. Bonds rated AA by Fitch are judged 

by Fitch to be of safety virtually beyond question and are readily salable, whose merits are not unlike 

those of the AAA class, but whose margin of safety is less strikingly broad. The issue may be the 

obligation of a small company, strongly secured but influenced as to rating by the lesser financial power 

of the enterprise and more local type market. 

  

Bonds rated A are considered to be investment grade and of high credit quality. The obligor’s 

ability to pay interest and repay principal is considered to be strong, but may be more vulnerable to 

adverse changes in economic conditions and circumstances than bonds with higher ratings. 

  

Bonds rated BBB are considered to be investment grade and of satisfactory credit quality. The 

obligor’s ability to pay interest and repay principal is considered to be adequate. Adverse changes in 

economic conditions and circumstances, however, are more likely to have adverse impact on these bonds, 

and therefore impair timely payment. The likelihood that the ratings of these bonds will fall below 

investment grade is higher than for bonds with higher ratings. Bonds rated BB are considered speculative. 

The obligor’s ability to pay interest and repay principal may be affected over time by adverse economic 

changes. However, business and financial alternatives can be identified which could assist the obligor in 

satisfying its debt service requirements. Bonds rated B are considered highly speculative. While bonds in 

this class are currently meeting debt service requirements, the probability of continued timely payment of 

principal and interest reflects the obligor’s limited margin of safety and the need for reasonable business 

and economic activity throughout the life of the issue. 

  

Thomson 

  

Bonds rated AAA by Thomson BankWatch indicate that the ability to repay principal and interest 

on a timely basis is extremely high. Bonds rated AA indicate a very strong ability to repay principal and 

interest on a timely basis, with limited incremental risk compared to issues rated in the highest category. 

Bonds rated A indicate the ability to repay principal and interest is strong. Issues rated A could be more 

vulnerable to adverse developments (both internal and external) than obligations with higher ratings. 

  

Bonds rated BBB (the lowest investment-grade category) indicate an acceptable capacity to repay 

principal and interest. Issues rated “BBB” are, however, more vulnerable to adverse developments (both 

internal and external) than obligations with higher ratings. 

  

While not investment grade, the BB rating suggests that the likelihood of default is considerably 

less than for lower-rated issues. However, there are significant uncertainties that could affect the ability to 

adequately service debt obligations. Issues rated B show a higher degree of uncertainty and therefore 

greater likelihood of default than higher-rated issues. Adverse developments could negatively affect the 

payment of interest and principal on a timely basis. 
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APPENDIX B 
  

Index Funds 

Proxy Voting Policy 
  

The Board of Index Funds has adopted the Adviser’s proxy voting policies and procedures in connection 

with the Fund. The Adviser’s proxy voting policy, which is included herein as Appendix C, sets forth the 

guidelines to be utilized by the Adviser in voting proxies for the Fund. 
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APPENDIX C 
  

The Index Group, LLC 

Proxy Voting Policy 
  

Overview 
  

An investment adviser that exercises voting authority over clients’ proxies must adopt written policies and 

procedures that are reasonably designed to ensure that those proxies are voted in the best interests of 

clients. An adviser’s policies and procedures must address how the adviser resolves material conflicts of 

interest between its interests and those of its clients. An investment adviser must comply with certain 

record keeping and disclosure requirements with respect to its proxy voting responsibilities. 

  

Policy 
  

The Adviser will review all proxies whenever the underlying constituents of the S&P 500
®
 Equal Weight 

Index hold a proxy vote. 

  

The Adviser will file all proxies during its review process. 

  

During the review process the Adviser will examine the proxy to determine if any potential conflicts of 

interest exist. 

  

If during the review process the Adviser determines there is a potential conflict of interest, then the 

Adviser will scan the proxy and distribute it to the board members, and defer the vote to them. 

  

If during the review process the Adviser determines there is no potential conflict of interest, then the 

Adviser will refrain from voting those proxies, unless otherwise instructed by the Fund. 

  

In the case of the Fund, the Adviser understands the “best interest” of the client to be, under normal 

circumstances, consistency with the Fund’s stated investment objective while seeking to minimize factors 

that may materially inhibit the Fund’s ability to track its target index. 

  

Proxy voting gives shareholders the opportunity to vote on issues that impact a company’s operations and 

policies without attending the meetings. The Adviser has determined that, in general, active participation 

in the voting proposals of the underlying constituents of our index is not in the best interest of the Fund. 

Conversely, the Adviser believes that seeking to reduce operating expenses and minimizing time spent on 

activities other than pursuing the Fund’s investment objective are in the best interests of the Fund. The 

Adviser also notes the view, expressed in the adopting release to Rule 206(4)-6 under the Advisers Act, 

that the SEC Staff does not “mean to suggest that an adviser that does not exercise every opportunity to 

vote a proxy on behalf of its clients would thereby violate its fiduciary obligations to those clients under 

the Advisers Act.”
1
 

  

While the Adviser notes that, as an index fund, the Fund will not typically be able to register 

dissatisfaction with a portfolio company’s proposal by divesting the security, the Adviser believes that 

seeking to enhance the long term value of a portfolio company is a secondary consideration given the 

Fund’s investment objective of tracking the target index (bearing in mind that a target index also does not 

typically change constituents or register a voting position based on a view of the constituent’s proposals). 
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Conflicts of Interest 
  

For purposes of this proxy voting policy, a material conflict of interest generally may arise in connection 

with a proposal submitted to a vote of shareholders, the success or failure of which is likely to have a 

material effect on the interests of the Adviser, its affiliates or employees, and which potentially poses a 

detriment to the client’s interests. A conflict of interest is considered to be “material” to the extent that a 

reasonable person could expect the conflict to influence the Adviser’s decision on the particular vote at 

issue, notwithstanding the Adviser’s policy to generally refrain from voting proxies on behalf of the Fund 

under normal circumstances. 

  
  

 

1
 Note 3, Proxy Voting by Investment Advisers, SEC Release No. IA-2106 (January 31, 2003). 

  

In the event the Adviser identifies a material conflict of interest arising in connection with a particular 

proposal, the Adviser may take some or all of the following measures, as the Adviser deems appropriate, 

to seek to mitigate the conflict of interest: (i) assessing whether the general policy to refrain from voting 

will serve the Fund’s best interests in the given situation; (ii) imposing information barriers around any 

Adviser personnel related to a particular proposal; (iii) seeking voting instructions from the Fund’s Board 

of Trustees; or (iv) consulting with a third---party consultant or proxy advisory service. If the methods for 

addressing conflicts of interest, as described above, are deemed by the Adviser to be unreasonable due to 

cost, timing or other factors, then the Adviser may still decline to vote. 

  

Recordkeeping 
  

The Adviser shall maintain records of all votes cast on behalf of the Fund. Such documentation will 

include the firm’s proxy voting policies and procedures, company reports provided by proxy voting 

advisory services, additional information gathered by the Adviser that was material to reaching a voting 

decision, and communications to or from the Adviser regarding any identified conflicts. The Adviser shall 

maintain voting records in a manner to facilitate the Fund’s production of the Form N-PX filing on an 

annual basis. 

  

Records should be retained for a period of not less than six years. Records must be retained in an 

appropriate office of the Adviser for the first three years. 

  

Availability of Proxy Policy and Voting Records 
  

Upon receipt of a client’s or Fund investor’s request for more information, the Adviser will provide a 

copy of this proxy voting policy. With respect to the Fund, the Adviser will not selectively disclose proxy 

voting records, but will disclose information via publicly available Form N-PX filings. Upon client or 

investor request, the Adviser will provide instructions on how to access the Fund’s Form N-PX filings. 

  

Dated: April 2015 

 


