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Item 1: Cover Page 

 

This brochure (Part 2A of Form ADV) provides information about the qualification and 
business practices of Universal Value Advisors, LLC. If you have any questions about 
the contents of this brochure, please contact us at (775) 284-7778, or by email at 
Joshua@uvadvisors.com. The information in this brochure has not been approved or 
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securities authority. 

Additional information about Universal Value Advisors, LLC is available on the SEC’s 
website at www.adviserinfo.sec.gov. 

Universal Value Advisors, LLC is a registered investment advisor.  Registration of an 
investment advisor does not imply a certain level of skill or training. 
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Item 2: Material Changes 

Annual Update 
Universal Value Advisors, LLC is providing this information as part of our annual updating amendment 
which contains material changes from our last annual update.  This section discusses only material 
changes since the last annual update.   

Material Changes since the Last Annual Update 
The Securities and Exchange Commission adopted amendments to Part 2 of Form ADV effective October 
2010.  The newly revised Part 2 consists of Part 2A (the "Brochure") and Part 2B (the "Brochure 
Supplement").  Each update of the Brochure must now include a summary of all material changes since 
the last annual update. 

This Brochure, dated March 3, 2024, updates the Brochure of Universal Value Advisors dated March 3, 
2023. 

Updated Information: 

The firm updated Client Assets in Item 4 on Page 6. 

 

Full Brochure Availability 
The Firm Brochure for Universal Value Advisors, LLC is available by contacting Joshua at (775) 284-7778 
or by e-mail at Joshua@uvadvisors.com. 

In 2024 all new clients are being provided a full copy of our brochure. 
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Item 4: Advisory Business 

Firm Description 
Universal Value Advisors, LLC is a registered investment advisor.  We specialize in customized portfolio 

management of exchange traded funds. 

Principal Owners 
Robert Barone and Joshua Barone founded Universal Value Advisors, LLC on October 12, 2005.  The 

majority owners of Universal Value Advisors LLC are Joshua Barone and Barone Liquidity Investments, 

LLC.   Barone Liquidity Investments, LLC is a family limited partnership owned by Robert N. Barone and 

Diane M. Barone and their descendents.  Robert Barone is the Managing Member of Barone Liquidity 

Investments, LLC.   

Types of Advisory Services 

The primary service offered by Universal Value Advisors is Investment Advice.  Our objective is to 

develop customized portfolios that meet your goals, we implement strategies for asset allocation and 

selection of specific investments.  We provide customized portfolio recommendations. We will advise you 

on any type of investment in your portfolio at the inception of our relationship based on our understanding 

of your particular needs. 

Tailored Relationships 
Universal Value Advisors, LLC will work with clients to make customized portfolios and provide advice for 

special situations and needs. 

Wrap Fee Programs 
Universal Value Advisors, LLC does not offer wrap fee programs. 

Client Assets 
We manage your accounts on a discretionary basis.  As of December 31, 2023 the firm has $45,141,673 

assets under management that are managed on a discretionary basis. 
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Item 5: Fees and Compensation 
Management fees are based on the value of assets managed and fees are calculated as a percentage of 

assets under management.  Fees are negotiable.   

Description 
Annual fees are charged monthly (1/12 of annual fee) in advance based upon market price evaluations 

done by the client’s custodian or other pricing service at the end of each calendar month.  The firm will 

receive a specific amount of the overall basis points charged by the Exchange Traded funds the firm 

manages from the primary advisor over the ETFs 

Fee Billing 

The Firm manages an Exchange Traded Funds in which each fund charges clients a specific amount of 

basis points to invest in the Exchange Traded Fund.  If Universal Value Advisors places its clients in the 

ETF Fund, the firm will credit fees received from the ETF against the fees charged by the firm to clients. 

Other Fees 

Our management fees are separate from charges assessed by third parties such as broker dealers, 

custodians and mutual fund companies.  Brokerage and other transaction costs charged by broker 

dealers executing transactions and custodians maintaining your assets are in addition to the management 

fees and are not negotiable.  Mutual funds, variable annuities and or other platforms may assess other 

fees and expenses such as 12B-1 fees or commissions in connection with the placement of your funds.  

Fees Paid in Advance and Termination of Advisory Services 
Our fees are charged quarterly. 

Clients may terminate their advisory contract with Universal Value Advisors in writing, signed receipt 

required, at any time, and fees will be refunded on a pro-rated basis through the end of the calendar 

quarter. Universal Value Advisors may terminate relationships with clients, in writing, upon 30 days notice 

and will refund fees on a pro-rated basis through the end of the calendar quarter. Your death will not 

terminate the Investment Management Agreement or authority granted to Universal Value Advisors until 

we have received actual written notification of your death. When an account is terminated by you for any 

reason, there will be a $250 administration fee.   

Additional Compensation 
Universal Value Advisors does not receive any additional compensation. 

Item 6: Performance-Based Fees & 
Side-by-Side Management 

Sharing of Capital Gains or Capital Appreciation 
We do not currently have any performance based fee accounts – performance fees are fees based on a 

share of the capital gains or appreciation of the assets of the client.  
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Item 7: Types of Clients 

Description 
We specialize in customized portfolio management for Exchange Traded Funds.. 

Account Minimums 
There are no account minimums. 

 

Item 8: Methods of Analysis, 
Investment Strategies and Risk of Loss 

Methods of Analysis 
We are a deep value manager that has preservation of capital as our first objective.  We seek to invest in 

undervalued companies with high levels of free cash flow and high returns on invested capital.  Such 

companies also must have dominant market positions in products that have long histories of success. 

Investments are made using a business valuation approach, i.e., as if we were private buyers of the 

company.  We prefer to hold quality assets for substantial periods of time, but will not hesitate to sell 

assets if their prices get frothy or if their fundamentals deteriorate.  Our macroeconomic views are critical 

in determining client asset allocations.  When macroeconomic fundamentals are deteriorating, client 

equity funds are reallocated into other asset classes, including cash. 

Asset Selection 

• Selection decisions are made as if we were actually buying the business.  Important variables we 
consider and review include: 

o Free cash flow 
o Return on invested capital 
o Niche products with long histories of success 
o Sustainable dividends, preferably rising 
o Pension fund health 
o Management capabilities 

• Once a company is selected to our "Selection List", price becomes the critical variable.  We would 
love to own all of the companies on our List, but if their prices are too high (price/free cash flow), 
or the downside risk is not worth the potential upside return we hold off on investing until a more 
favorable time and target price to invest presents itself. 

• In the fixed income area, our basic research often produces better returns for clients than simply 
relying on the rating agencies, which often base ratings on long-term factors.  If, in the short-term, 
the balance sheet is strong and cash flow is positive, then a short-term note of a lower rated 
company may be as safe as a note of a highly rated company, but at a much better return.  
However, since the failures of Lehman Bros. and Bear Stearns, bid-asked spreads on individual 
bonds have widened to the point where the firm may use the Institutional Class of certain bond 
mutual funds where it appears there is an opportunity for higher client returns. 

• Because our primary principle is capital preservation, our portfolios are "balanced" with betas 
(risk factors) significantly below that of the market 
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Investment Strategies 
We create our investment portfolios utilizing the strategies listed below:  

• Our equity positions tend to be concentrated in 25-40 issues 

• For assets on which we cannot do primary research (e.g., Chinese or Indian companies), we use 
low cost (no 12-b-1 fees) mutual funds or exchange traded funds (ETFs). 

• We have a "Selected List" of researched companies with a target buy-in and a target sell-out 
price. 

• When markets are volatile causing option prices to rise, we may use covered calls and puts 
against cash to enhance portfolio returns while waiting for buy-in or sell-out events. 

• Macroeconomic considerations may lead portfolios to hold foreign currencies, foreign bonds, 
commodities, or precious metals up to 40% of portfolios. 

Risk of Loss 
Investing in securities involves risk of loss that you should be prepared to bear.  Investment values will 

fluctuate both up and down, are subject to market volatility, and may be worth more or less than the 

original cost.  All securities with the exception of US Treasury securities and other US Government 

guaranteed notes held to maturity can involve the loss of principal. In addition, while we believe our 

methodology and strategies will be profitable, there is no assurance this will always be the case. 

Investment Risks Associated with - UVA Unconstrained Medium-Term Fixed Income ETF (FFIU). 
 
Risk is inherent in all investing. The loss of your money is a principal risk of investing in the Fund. 
Investors should consider the following risk factors and special considerations associated with investing in 
the Fund, which may cause you to lose money. The following principal risk factors have been identified 
for the Fund. There can be no assurance that the Fund will be successful in meeting its investment 
objective. See also the sections “Additional Information about the Fund’s Principal Investment Risks” and 
“Additional Risk Considerations” for additional information about the Fund’s risk factors. Unlike many 
ETFs, the Fund is not an index-based ETF. 
 
Investment Risk. Since the Fund will hold investments with fluctuating market prices, the value of the 
Fund's Shares will vary as its portfolio investments increase or decrease in value. Therefore, the value of 
an investment in the Fund could go down as well as up. An investor can lose money by investing in the 
Fund.  
 
Affiliated Fund Risk. Due to their own financial interest or other business considerations, the 
Sub-Advisers may have an incentive to invest a portion of a Fund’s assets in investment companies 
sponsored or managed by the Sub-Advisers or their related parties in lieu of investments by a Fund 
directly in portfolio securities, or may have an incentive to invest in such investment companies over 
investment companies sponsored or managed by others. Similarly, the Sub-Advisers may have an 
incentive to delay or decide against the sale of interests held by a Fund in investment companies 
sponsored or managed by the Sub-Advisers or their related parties. However, the Sub-Advisers are 
fiduciary to the Funds and are legally obligated to act in their best interest when selecting underlying 
funds. 
 
Credit/Default Risk. Credit risk is the risk that issuers or guarantors of debt instruments or the 
counterparty to a derivatives contract, repurchase agreement or loan of portfolio securities is unable or 
unwilling to make timely interest and/or principal payments or otherwise honor its obligations. Changes in 
the financial condition of an issuer or counterparty, changes in specific economic, social or political 
conditions that affect a particular type of security or other instrument or an issuer, and changes in 
economic, social or political conditions generally can increase the risk of default by an issuer or 
counterparty, which can affect a security’s or other instrument’s credit quality or value and an issuer’s or 
counterparty’s ability to pay interest and principal when due. Debt instruments are subject to varying 
degrees of credit risk, which may be reflected in credit ratings. Securities issued by the U.S. government 
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have limited credit risk. Credit rating downgrades and defaults (failure to make interest or principal 
payment) may potentially reduce the Fund’s income and Share price. 
 
Derivatives Risk. An investment in derivatives may not perform as anticipated by the Sub- Adviser, may 
not be able to be closed out at a favorable time or price, or may increase the Fund’s volatility. Derivatives 
may also create investment leverage, and, when a derivative is used as a substitute for or alternative to a 
direct cash investment, the transaction may not provide a return that corresponds precisely or at all with 
that of the cash investment. In addition, when a derivative is used for hedging purposes, it may not 
provide the anticipated protection, causing the Fund to lose money on both the derivatives transaction 
and the exposure the Fund sought to hedge. 
 
Futures Risk. A futures contract is considered a derivative because it derives its value from the price of 
the underlying security or financial index. The prices of futures contracts can be volatile, and futures 
contracts may be illiquid. In addition, there may be imperfect or even negative correlation between the 
price of the futures contracts and the price of the underlying securities. Losses on futures contracts may 
exceed the amount invested. 

 
Interest Rate Risk. As interest rates rise, the value of fixed income securities held by the Fund are likely to 
decrease. Securities with longer durations tend to be more sensitive to interest rate changes, making 
them more volatile than securities with shorter durations. Interest rates in the United States are near 
historic lows, which may increase the Fund's exposure to risks associated with rising rates. A wide variety 
of market factors can cause interest rates to rise, including central bank monetary policy (including the 
Federal Reserve ending its “quantitative easing” policy of purchasing large quantities of securities issued 
or guaranteed by the U.S. government), rising inflation and changes in general economic conditions. 
Interest rate changes can be sudden and unpredictable. Moreover, rising interest rates may lead to 
decreased liquidity in the bond markets, making it more difficult for the Fund to value or sell some or all of 
its bond investments at any given time.  Changes in interest rates may also affect the Fund’s share price; 
a sharp rise in interest rates could cause the Fund’s share price to fall. Securities with longer durations 
tend to be more sensitive to interest rate changes, making them more volatile than securities with shorter 
durations. Duration is an estimate of a security’s sensitivity to changes in prevailing interest rates that is 
based on certain factors that may prove to be incorrect. It is therefore not an exact measurement and 
may not be able to reliably predict a particular security’s price sensitivity to changes in interest rates. 
 
Inflation-Indexed Bond Risk. Inflation-indexed bonds may change in value in response to actual 
or anticipated changes in inflation rates in a manner unanticipated by the Fund’s portfolio management 
team or investors generally. Inflation-indexed bonds are subject to debt securities risks. 
 
Junk Bond Risk. The Fund may invest in junk bonds that are considered speculative. Junk bonds are 
subject to the increased risk of an issuer’s inability to meet principal and interest payment obligations and 
may be less liquid than higher-rated bonds. These securities may be subject to greater price volatility due 
to such factors as specific corporate developments, interest rate sensitivity, negative perceptions of the 
junk bond markets generally and less secondary market liquidity. 
 
U.S. Government Securities Risk. Debt securities issued or guaranteed by certain U.S. Government 
agencies, instrumentalities, and sponsored enterprises are not supported by the full faith and credit of the 
U.S. Government, so investments in their securities or obligations issued by them involve credit risk  
greater than investments in other types of U.S. Government securities. 
 
Call/Prepayment Risk. During periods of falling interest rates, an issuer of a callable bond may exercise 
its right to pay principal on an obligation earlier than expected. This may result in the Fund reinvesting 
proceeds at lower interest rates, resulting in a decline in the Fund’s income.  
 
Income Risk. Income risk is the risk that falling interest rates will cause the Fund’s income to decline. 
 
Preferred Securities Risk. Investing in preferred stock involves the following risks: (i) certain preferred 
stocks contain provisions that allow an issuer under certain conditions to skip or defer distributions; (ii) 
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preferred stocks may be subject to redemption, including at the issuer’s call, and, in the event of 
redemption, the Fund may not be able to reinvest the proceeds at comparable or favorable rates of 
return; (iii) preferred stocks are generally subordinated to bonds and other debt securities in an issuer’s 
capital structure in terms of priority for corporate income and liquidation payments; and (iv) preferred 
stocks may trade less frequently and in a more limited volume and may be subject to more abrupt or 
erratic price movements than many other securities.  
 
Restricted Securities Risk. The Fund may hold securities that are restricted as to resale under the U.S. 
federal securities laws. There can be no assurance that a trading market will exist at any time for any 
particular restricted security. Limitations on the resale of these securities may prevent the Fund from 
disposing of them promptly at reasonable prices or at all. The Fund may have to bear the expense of 
registering the securities for resale and the risk of substantial delays in effecting the registration. Also, 
restricted securities may be difficult to value because market quotations may not be readily available, and 
the values of restricted securities may have significant volatility.  
 
Mortgage-Backed and Asset-Backed Securities Risk. In addition to other risks commonly associated with 
investing in debt securities, MBS are subject to “prepayment risk” and “extension risk.” Prepayment risk is 
the risk that, when interest rates fall, certain types of obligations will be paid off by the obligor more 
quickly than originally anticipated, and the Fund may have to invest the proceeds in securities with lower 
yields. MBS are priced with an expectation of some anticipated level of prepayment of principal. 
Extension risk is the risk that, when interest rates rise, certain obligations will be paid off by the obligor 
more slowly than anticipated causing the value of these securities to fall. MBS are also subject to the risk 
of default on the underlying mortgages, particularly during periods of economic downturn. Reduced 
investor demand for mortgage loans and mortgage- related securities may adversely affect the liquidity 
and market value of MBS. The risks associated with investing in ABS are similar to those associated with 
investing in MBS. ABS also entail certain risks not presented by MBS, including the risk that in certain 
states it may be difficult to perfect the liens securing the collateral backing certain ABS. In addition, 
certain ABS are based on loans that are unsecured, which means that there is no collateral to 
seize if the underlying borrower defaults.  
 
New Adviser Risk. The Adviser has only recently begun serving as an investment adviser to ETFs, which 
may limit its effectiveness.  
 
New Fund Risk. The Fund was formed in 2017. Accordingly, investors in the Fund bear the risk that the 
Fund may not be successful in implementing its investment strategy, may not employ a successful 
investment strategy, or may fail to attract sufficient assets under management to realize economies of 
scale, any of which could result in the Fund being liquidated at any time without shareholder approval and 
at a time that may not be favorable for all shareholders. Such a liquidation could have negative tax 
consequences for shareholders and will cause shareholders to incur expenses of liquidation.  
 
Loan Risk. The secondary market for loans is a private, unregulated inter-dealer or inter-bank resale 
market. Purchases and sales of loans are generally subject to contractual restrictions that must be 
satisfied before a loan can be bought or sold. These restrictions may impede the Fund’s ability to buy or 
sell loans and may negatively impact the transaction price. It may take longer than seven days for 
transactions in loans to settle. The Fund may hold cash, sell investments or temporarily borrow from 
banks or other lenders to meet short-term liquidity needs due to the extended loan settlement process, 
such as to satisfy redemption requests from Fund shareholders.  
 
Foreign Investment Risk. The Fund’s investments in non-U.S. issuers may involve unique risks compared 
to investing in securities of U.S. issuers, including, among others, less liquidity generally, greater market 
volatility than U.S. securities and less complete financial information than for U.S. issuers. In addition, 
adverse political, economic or social developments could undermine the value of the Fund’s investments 
or prevent the Fund from realizing the full value of its investments. Financial reporting standards for 
companies based in foreign markets differ from those in the United States. 
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Emerging Markets Risk. The Fund may invest in securities and instruments that are economically tied to 
emerging market countries, i.e., countries that major international financial institutions generally consider 
to be less economically mature than developed nations. Investing in foreign countries, particularly  
merging market countries, entails the risk that news and events unique to a country or region will affect 
those markets and their issuers. Emerging markets countries may have relatively unstable governments; 
may present the risks of nationalization of businesses, restrictions on foreign ownership and prohibitions 
on the repatriation of assets; and may have economies based on only a few industries, making them 
more vulnerable to changes in local or global trade conditions and more sensitive to debt burdens or 
inflation rates. Local securities markets may trade a small number of securities and may be unable to 
respond effectively to increases in trading volume, potentially making prompt liquidation of holdings 
difficult or impossible at times. 
 
Foreign Currency Risk. The Fund’s investments may be denominated in foreign currencies. The value of 
foreign currencies may fluctuate relative to the value of the U.S. dollar, affecting the U.S. dollar value of 
the Fund’s assets. The Sub-Adviser does not intend, under normal circumstances, to attempt to hedge 
against currency risk. The Sub-Adviser may, in certain circumstances, attempt to reduce this risk by 
entering into foreign currency forward contracts, but its attempts may not be successful. Furthermore, 
such transactions may reduce or preclude the opportunity for gain if the value of the currency should 
move in the direction opposite to the position taken. Foreign exchange transactions involve a significant 
degree of risk and the markets in which foreign exchange transactions are effected are highly volatile, 
highly specialized and highly technical. Significant changes, including changes in liquidity prices, can 
occur in such markets within very short periods of time, often within minutes. 
 
Risk of Investment in Other Investment Companies. Subject to the limitations set forth in the Investment 
Company Act of 1940, as amended (the “1940 Act”), or as otherwise permitted by the Securities and 
Exchange Commission (the “SEC”), the Fund may acquire shares in other investment companies, 
including ETFs and business development companies. The market value of the shares of other 
investment companies may be less than their net asset values (“NAVs”). As an investor in investment 
companies, the Fund would bear its ratable share of that entity’s expenses, while continuing to pay its 
own advisory and administration fees and other expenses, causing Fund shareholders to absorb 
duplicate levels of fees with respect to investments in other investment companies. 
 
Issuer Risk. The value of an individual security or particular type of security can be more volatile than the 
market as a whole and can perform differently from the value of the market as a whole. The value of 
securities of smaller issuers can be more volatile than that of larger issuers. 
 
Management Risk. The Fund is subject to management risk because it is an actively managed portfolio. 
In managing the Fund’s portfolio securities, the Sub-Adviser will apply investment techniques and risk 
analyses in making investment decisions for the Fund, but there can be no guarantee that these will 
produce the desired results. The Sub-Adviser’s decisions relating to the Fund’s duration will also affect 
the Fund’s yield, and in unusual circumstances will affect its share price. To the extent that the Sub-
Adviser anticipates interest rates imprecisely, the Fund’s yield at times could lag those of other similarly 
managed funds. 
 
Fluctuation of Net Asset Value Risk. The NAV of the Fund’s Shares will generally fluctuate with changes 
in the market value of the Fund’s holdings. The market prices of the Shares will generally fluctuate in 
accordance with changes in NAV as well as the relative supply of and demand for the Shares on the 
NYSE Arca, Inc. (the “NYSE Arca”). The Sub-Adviser cannot predict whether the Shares will trade below, 
at or above their NAV. Price differences may be due, in large part, to the fact that supply and demand 
forces at work in the secondary trading market for the Shares will be closely related to, but not identical 
to, the same forces influencing the prices of the Fund’s holdings trading individually or in the aggregate at 
any point in time. In addition, unlike conventional ETFs, the Fund is not an index fund. The Fund is 
actively managed and does not seek to replicate the performance of a specified index. Index based ETFs 
have generally traded at prices which closely correspond to NAV per Share. Actively managed ETFs 
have a limited trading history and, therefore, there can be no assurance as to whether and/or the 
extent to which the Shares will trade at premiums or discounts to NAV. 
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Risk of Cash Transactions. In certain instances, unlike most ETFs, the Fund may effect creations and 
redemptions partly or wholly for cash, rather than in-kind. Because the Fund may effect redemptions for 
cash, rather than in-kind distributions, it may be required to sell portfolio securities in order to obtain the 
cash needed to distribute redemption proceeds and it may subsequently recognize gains on such sales 
that the Fund might not have recognized if it were to distribute portfolio securities in-kind. As a result, an 
investment in the Fund may be less tax efficient than an investment in a more conventional ETF. 
Moreover, cash transactions may have to be carried out over several days if the securities market is 
relatively illiquid and may involve considerable brokerage fees and taxes. These brokerage fees and 
taxes, which will be higher than if the Fund sold and redeemed its Shares principally in-kind, will be 
passed on to purchasers and redeemers of Creation Units in the form of creation and redemption 
transaction fees. In addition, these factors may result in wider spreads between the bid and the offered 
prices of the Fund’s Shares than for more conventional ETFs. 
 
Risk of Investing in Developed Countries. Investment in developed country issuers may subject the Fund 
to regulatory, political, currency, security, economic and other risks specific to developed countries. 
Developed countries generally tend to rely on services sectors (e.g., the financial services sector) as the 
primary means of economic growth. A prolonged slowdown in services sectors is likely to have a negative 
impact on economies of certain developed countries. Many developed countries experienced a significant 
economic slowdown during the financial crisis that began in 2007. In the past, certain developed countries 
have been targets of terrorism. Acts of terrorism in developed countries or against their interests may 
cause uncertainty in the financial markets and adversely affect the performance of the issuers to which 
the Fund has exposure. Heavy regulation of certain markets, including labor and product markets, may 
have an adverse effect on certain issuers. Such regulations may negatively affect economic growth or 
cause prolonged periods of recession. Many developed countries are heavily indebted and face rising 
healthcare and retirement expenses. In addition, price fluctuations of certain commodities and regulations 
impacting the import of commodities may negatively affect developed country economies. 
 
On March 29, 2017, the United Kingdom (the “UK”) notified the European Council, in accordance with 
Article 50(2) of the Treaty on European Union (“Article 50”), of the UK’s intention to withdraw from the 
European Union (the “EU”). In issuing the notice, the UK has begun the two year process set out in Article 
50 for the UK and the EU to negotiate the terms of the UK’s withdrawal from the EU, taking into account 
the framework for the UK’s future relationship with the EU. In accordance with Article 50 the UK will cease 
to be a member of the EU from March 30, 2019, absent any agreement between the UK and the EU 
which results in a change to this date. This historic event is widely expected to have consequences that 
are both profound and uncertain for the economic and political future of the United Kingdom and the EU, 
and those consequences include significant legal and business uncertainties pertaining to an investment 
in the Fund. Due to the very recent occurrence of these events, the full scope and nature of the  
consequences are not at this time known and are unlikely to be known for a significant period of time. 
 
Swaps Risk. The Fund expects to use cleared and over-the-counter (“OTC”) swap agreements, which 
involve liquidity, interest rate, investment, credit/default and management risks, as well as the potential for 
mispricing or valuation complexity. Changes in the value of the swap agreement may not correlate 
perfectly with, and may be more sensitive to market events than, the underlying asset, rate or index, and 
the Fund could lose more than the initial amount invested. The Fund's use of swap agreements may 
result in losses to the Fund, a reduction in the Fund's returns and/or increased volatility. Over-the-counter 
swap agreements are also subject to the risk that the other party in the transaction will not fulfill its 
contractual obligations. For swap agreements traded on exchanges, the primary credit risk is the 
creditworthiness of the Fund's clearing broker or the exchange itself. 
 
Quantitative Methodology Risk. The Sub-Adviser relies on a quantitative methodology to assess the 
criteria of issuers to be included in the Fund’s portfolio, including information that may be based on 
assumptions and estimates. Neither the Fund, the Adviser nor the Sub-Adviser can offer assurances that 
the quantitative methodology will provide an accurate assessment of included issuers. 
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Investment Risks Associated with - UVA Dividend Value ETF (UVDV). 

 

Common Stock. Holders of common stocks incur more risk than holders of preferred stocks and debt 

obligations because common stockholders, as owners of the issuer, have generally inferior rights to 

receive payments from the issuer in comparison with the rights of creditors of, or holders of debt 

obligations or preferred stocks issued by the issuer. Further, unlike debt securities which typically have a 

stated principal amount payable at maturity (whose value, however, will be subject to market fluctuations 

prior thereto), or preferred stocks which typically have a liquidation preference and which may have 

stated optional or mandatory redemption provisions, common stocks have neither a fixed principal 

amount nor a maturity. Common stock values are subject to market fluctuations as long as the common 

stock remains outstanding.  

Loans of Portfolio Securities. The Fund may lend its investment securities to approved borrowers. Any 

gain or loss on the market price of the securities loaned that might occur during the term of the loan would 

be for the account of the applicable Fund. These loans cannot exceed 33 1/3% of the Fund’s total assets.  

Approved borrowers are brokers, dealers, domestic and foreign banks, or other financial institutions that 

meet credit or other requirements as established by the securities lending agent, so long as the terms, the 

structure, and the aggregate amount of such loans are not inconsistent with the 1940 Act and the rules 

and regulations thereunder or interpretations of the SEC, which require that (a) the borrowers pledge and 

maintain with the applicable Fund collateral consisting of cash, an irrevocable letter of credit issued by a 

bank, or securities issued or guaranteed by the U.S. Government having a value at all times of not less 

than 102% of the value of the securities loaned (on a “mark-tomarket” basis), and maintained in an 

amount equal to at least 100% of the value of the portfolio securities being lent; (b) the loan be made 

subject to termination by a Fund at any time; and (c) a Fund receives reasonable interest on the loan. 

From time to time, a Fund may return a part of the interest earned from the investment of collateral 

received from securities loaned to the borrower and/or a third-party securities lending agent that is 

unaffiliated with the Fund.  

Risks of Securities Lending. A Fund will not have the right to vote securities while they are on loan, but it 

will recall securities on loan if the Adviser determines that the shareholder meeting is called for purposes 

of voting on material events that could have a material impact on the Fund’s loaned securities and for 

which the vote could be material to the Fund. A Fund would receive income in lieu of dividends on loaned 

securities and may, at the same time, generate income on the loan collateral or on the investment of any 

cash collateral.  

Securities lending involves a risk of loss because the borrower may fail to return the securities in a timely 

manner or at all. If the borrower defaults on its obligation to return the securities loaned because of 

insolvency or other reasons, a Fund could experience delays and costs in recovering securities loaned or 

gaining access to the collateral. If a Fund is not able to recover the securities loaned, the Fund may sell 

the collateral and purchase a replacement security in the market. Lending securities entails a risk of loss 

to a Fund if, and to the extent that, the market value of the loaned securities increases and the collateral 

is not increased accordingly. Securities lending also involves exposure to “operational risk” (the risk of 

loss resulting from errors in the settlement and accounting process) and “gap risk” (the risk that the return 

on cash collateral reinvestments will be less than the fees paid to the borrower).  

Any cash received as collateral for loaned securities may be invested in short-term liquid fixed income 

securities or in money market or short-term mutual funds, or similar investment vehicles. A Fund bears 

the risk of such investments. Investing this cash subjects that investment to market appreciation or 
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depreciation. For purposes of determining whether a Fund is complying with its investment policies, 

strategies, and restrictions, a Fund or the Adviser will consider the loaned securities as assets of the 

Fund but will not consider any collateral received as a Fund asset. A Fund may have to pay the borrower 

a fee based on the amount of cash collateral. A Fund may pay lending fees to a party arranging the loan.  

Senior Securities. In general, the Fund may not issue any class of senior security, except within the 

limitations of the 1940 Act. These limitations allow the Fund to (i) borrow from banks, provided that 

immediately following any such borrowing there is an asset coverage of at least 300% (the “Asset 

Coverage Requirement”) for all Fund borrowings, and (ii) engage in trading practices which could be 

deemed to involve the issuance of a senior security, including but not limited to options, futures, forward 

contracts, and reverse repurchase agreements, provided that the Fund earmarks or segregates liquid 

assets in accordance with applicable SEC regulations and interpretations.  

Repurchase Agreements. The Fund may enter into repurchase agreements pursuant to which securities 

are acquired by the Fund from a third party with the understanding that they will be repurchased by the 

seller at a fixed price on an agreed date. These agreements may be made with respect to any of the 

portfolio securities in which the Fund is authorized to invest. Repurchase agreements may be 

characterized as loans secured by the underlying securities. The Fund may enter into repurchase 

agreements with (i) member banks of the Federal Reserve System having total assets in excess of $500 

million and (ii) securities dealers (“Qualified Institutions”). The Adviser will monitor the continued 

creditworthiness of Qualified Institutions.  

The use of repurchase agreements involves certain risks. For example, if the seller of securities under a 

repurchase agreement defaults on its obligation to repurchase the underlying securities, as a result of its 

bankruptcy or otherwise, a Fund will seek to dispose of such securities, which action could involve costs 

or delays. If the seller becomes insolvent and subject to liquidation or reorganization under applicable 

bankruptcy or other laws, the Fund’s ability to dispose of the underlying securities may be restricted. 

Finally, it is possible that a Fund may not be able to substantiate its interest in the underlying securities. 

To minimize this risk, the securities underlying the repurchase agreement will be held by the custodian at 

all times in an amount at least equal to the repurchase price, including accrued interest. If the seller fails 

to repurchase the securities, a Fund may suffer a loss to the extent proceeds from the sale of the 

underlying securities are less than the repurchase price.  

The resale price reflects the purchase price plus an agreed upon market rate of interest. The collateral is 

marked-to market daily.  

Reverse Repurchase Agreements. The Fund may enter into reverse repurchase agreements, which 

involve the sale of securities with an agreement to repurchase the securities at an agreed-upon price, 

date, and interest payment and have the characteristics of borrowing. The securities purchased with the 

funds obtained from the agreement and securities collateralizing the agreement will have maturity dates 

no later than the repayment date. Generally, the effect of such transactions is that the Fund can recover 

all or most of the cash invested in the portfolio securities involved during the term of the reverse 

repurchase agreement, while in many cases the Fund is able to keep some of the interest income 

associated with those securities. Such transactions are only advantageous if the Fund has an opportunity 

to earn a greater rate of return on the cash derived from these transactions than the interest cost of 

obtaining the same amount of cash. Opportunities to realize earnings from the use of the proceeds equal 

to or greater than the interest required to be paid may not always be available and the Fund intends to 

use the reverse repurchase technique only when the Adviser believes it will be advantageous to the 

Fund. The use of reverse repurchase agreements may exaggerate any interim increase or decrease in 

the value of the Fund’s assets. The custodian bank will maintain a separate account for the Fund with 
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securities having a value equal to or greater than such commitments. Under the 1940 Act, reverse 

repurchase agreements are considered loans. 

Money Market Instruments. The Fund may invest a portion of its assets in high-quality money market 

instruments on an ongoing basis to provide liquidity. The instruments in which the Fund may invest 

include: (i) short-term obligations issued by the U.S. Government; (ii) negotiable certificates of deposit 

(“CDs”), fixed time deposits and bankers’ acceptances of U.S. and foreign banks and similar institutions; 

(iii) commercial paper rated at the date of purchase “Prime-1” by Moody’s Investors Service, Inc., or “A-

1+” or “A-1” by Standard & Poor’s or, if unrated, of comparable quality as determined by the Adviser; (iv) 

repurchase agreements; and (v) money market mutual funds. CDs are short-term negotiable obligations 

of commercial banks. Time deposits are non-negotiable deposits maintained in banking institutions for 

specified periods of time at stated interest rates. Bankers’ acceptances are time drafts drawn on 

commercial banks by borrowers, usually in connection with international transactions. 

Investment Companies. The Fund may invest in the securities of other investment companies (including 

money market funds). Under the 1940 Act, the Fund’s investment in investment companies is limited to, 

subject to certain exceptions: (i) 3% of the total outstanding voting stock of any one investment company, 

(ii) 5% of the Fund’s total assets with respect to any one investment company, and (iii) 10% of the Fund’s 

total assets of investment companies in the aggregate.  

Illiquid Securities. The Fund may invest in illiquid assets, including Rule 144A securities deemed illiquid 

by the Sub-Adviser. Illiquid securities include securities subject to contractual or other restrictions on 

resale and other instruments that lack readily available markets.  

Futures and Options. The Fund may utilize exchange-traded futures and options contracts.  

Futures contracts generally provide for the future sale by one party and purchase by another party of a 

specified commodity at a specified future time and at a specified price. Stock index futures contracts are 

settled daily with a payment by one party to the other of a cash amount based on the difference between 

the level of the stock index specified in the contract from one day to the next. Futures contracts are 

standardized as to maturity date and underlying instrument and are traded on futures exchanges.  

Futures traders are required to make a good faith margin deposit in cash or U.S. government securities 

with a broker or custodian to initiate and maintain open positions in futures contracts. A margin deposit is 

intended to assure completion of the contract (delivery or acceptance of the underlying commodity or 

payment of the cash settlement amount) if it is not terminated prior to the specified delivery date. Brokers 

may establish deposit requirements which are higher than the exchange minimums. Futures contracts are 

customarily purchased and sold on margin deposits which may range upward from less than 5% of the 

value of the contract being traded.  

After a futures contract position is opened, the value of the contract is marked-to-market daily. If the 

futures contract price changes to the extent that the margin on deposit does not satisfy margin 

requirements, payment of additional “variation” margin will be required. Conversely, a change in the 

contract value may reduce the required margin, resulting in a repayment of excess margin to the contract 

holder. Variation margin payments are made to and from the futures broker for as long as the contract 

remains open. In such case, the Fund would expect to earn interest income on its margin deposits. 

Closing out an open futures position is done by taking an opposite position (“buying” a contract which has 

previously been “sold,” or “selling” a contract previously “purchased”) in an identical contract to terminate 

the position. Brokerage commissions are incurred when a futures contract position is opened or closed.  
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An option on a futures contract, as contrasted with the direct investment in such a contract, gives the 

purchaser the right, in return for the premium paid, to assume a position in the underlying futures contract 

at a specified exercise price at any time prior to the expiration date of the option. Upon exercise of an 

option, the delivery of the futures position by the writer of the option to the holder of the option will be 

accompanied by delivery of the accumulated balance in the writer’s futures margin account that 

represents the amount by which the market price of the futures contract exceeds (in the case of a call) or 

is less than (in the case of a put) the exercise price of the option on the futures contract. The potential for 

loss related to the purchase of an option on a futures contract is limited to the premium paid for the option 

plus transaction costs. Because the value of the option is fixed at the point of purchase, there are no daily 

cash payments by the purchaser to reflect changes in the value of the underlying contract; however, the 

value of the option changes daily and that change would be reflected in the NAV of the Fund. The 

potential for loss related to writing call options on equity securities or indices is unlimited. The potential for 

loss related to writing put options is limited only by the aggregate strike price of the put option less the 

premium received.  

The Fund may purchase and write put and call options on futures contracts that are traded on a U.S. 

exchange as a hedge against changes in value of its portfolio securities, or in anticipation of the purchase 

of securities, and may enter into closing transactions with respect to such options to terminate existing 

positions. There is no guarantee that such closing transactions can be affected. 

Restrictions on the Use of Futures Contracts and Options on Futures Contracts. With respect to 

investments in swap transactions, commodity futures, commodity options, or certain other derivatives 

used for purposes other than bona fide hedging purposes, an investment company must meet one of the 

following tests under the amended regulations in order to claim an exemption from being considered a 

“commodity pool” or commodity pool operator (“CPO”). First, the aggregate initial margin and premiums 

required to establish an investment company’s positions in such investments may not exceed five percent 

(5%) of the liquidation value of the investment company’s portfolio (after accounting for unrealized profits 

and unrealized losses on any such investments). Alternatively, the aggregate net notional value of such 

instruments, determined at the time of the most recent position established, may not exceed one hundred 

percent (100%) of the liquidation value of the investment company’s portfolio (after accounting for 

unrealized profits and unrealized losses on any such positions). In addition to meeting one of the 

foregoing trading limitations, the investment company may not market itself as a commodity pool or 

otherwise as a vehicle for trading in the commodity futures, commodity options or swaps and derivatives 

markets. If the Adviser were required to register as a CPO with respect to the Fund, the disclosure and 

operations of the Fund would need to comply with all applicable Commodity Futures Trading Commission 

(“CFTC”) regulations. Compliance with these additional registration and regulatory requirements would 

increase operational expenses. Other potentially adverse regulatory initiatives could also develop.  

Swap Agreements. Swap agreements are contracts between parties in which one party agrees to make 

periodic payments to the other party (the “Counterparty”) based on the change in market value or level of 

a specified rate, index or asset. In return, the Counterparty agrees to make periodic payments to the first 

party based on the return of a different specified rate, index, or asset. Swap agreements will usually be 

done on a net basis, the Fund receiving or paying only the net amount of the two payments. The net 

amount of the excess, if any, of the Fund’s obligations over its entitlements with respect to each swap is 

accrued daily and an amount of cash or highly liquid securities having an aggregate value at least equal 

to the accrued excess is maintained in an account at the Trust’s custodian bank.  

The use of interest rate and index swaps is a highly specialized activity that involves investment 

techniques and risks different from those associated with ordinary portfolio security transactions. These 

transactions generally do not involve the delivery of securities or other underlying assets or principal.  
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The use of swap agreements involves certain risks. For example, if the Counterparty under a swap 

agreement defaults on its obligation to make payments due from it, because of its bankruptcy or 

otherwise, the Fund may lose such payments altogether, or collect only a portion thereof, which collection 

could involve costs or delays.  

Currency Transactions. The Fund that invests in non-U.S. securities does not expect to engage in 

currency transactions for the purpose of hedging against declines in the value of the Fund’s assets that 

are denominated in a foreign currency. For the Fund, the Sub-Adviser does not intend, under normal 

circumstances, to attempt to hedge against currency risk, but the Sub-Adviser may, in certain 

circumstances, attempt to reduce this risk by entering into forward contracts with banks, brokers, or 

dealers. Each other Fund that invests in non-U.S. securities may enter into foreign currency forward and 

foreign currency futures contracts to facilitate local securities settlements or to protect against currency 

exposure in connection with its distributions to shareholders but may not enter into such contracts for 

speculative purposes.  

A forward currency contract is an obligation to purchase or sell a specific currency at a future date, which 

may be any fixed number of days from the date of the contract agreed upon by the parties, at a price set 

at the time of the contract. A currency futures contract is a contract involving an obligation to deliver or 

acquire the specified amount of a specific currency, at a specified price and at a specified future time. 

Futures contracts may be settled on a net cash payment basis rather than by the sale and delivery of the 

underlying currency. 

Risks of Currency Transactions. The Fund may, in certain circumstances, attempt to hedge against the 

Fund’s currency risk by entering into forward contracts. Hedging a Fund’s currency risks involves the risk 

of mismatching the Fund’s objectives under a forward or futures contract with the value of securities 

denominated in a particular currency. Furthermore, such transactions reduce or preclude the opportunity 

for gain if the value of the currency should move in the direction opposite to the position taken. There is 

an additional risk to the effect that currency contracts create exposure to currencies in which a Fund’s 

securities are not denominated. Unanticipated changes in currency prices may result in poorer overall 

performance for a Fund than if it had not entered into such contracts. In addition, certain market 

conditions may make it impossible or uneconomical to hedge against currency risk.  

Foreign exchange transactions involve a significant degree of risk and the markets in which foreign 

exchange transactions are affected are highly volatile, highly specialized, and highly technical. Significant 

changes, including changes in liquidity prices, can occur in such markets within very short periods of time, 

often within minutes. Foreign exchange trading risks include, but are not limited to, exchange rate risk, 

maturity gap, interest rate risk, and potential interference by foreign governments through regulation of 

local exchange markets, foreign investment, or particular transactions in foreign currency. If a Fund 

utilizes foreign exchange transactions at an inappropriate time or judges market conditions, trends, or 

correlations incorrectly, foreign exchange transactions may not serve their intended purpose and may 

lower the Fund’s return. A Fund could experience losses if the value of its currency forwards, options and 

futures positions were poorly correlated with its other investments or if it could not close out its positions 

because of an illiquid market. In addition, a Fund could incur transaction costs, including trading 

commissions, in connection with certain foreign currency transactions.  

Risks of Derivatives. Derivatives are financial contracts whose value depends on, or is derived from, the 

value of an underlying asset, reference rate, or index, and may relate to stocks, bonds, interest rates, 

currencies or currency exchange rates, commodities, and related indexes. The various derivative 

instruments that a Fund may use are described in more detail under “Futures and Options,” “Swap 
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Agreements,” and “Currency Transactions” in this SAI. The Fund may, but is not required to, use 

derivative instruments for risk management purposes or as part of its investment strategies.  

A Fund’s use of derivative instruments involves risks different from, or possibly greater than, the risks 

associated with investing directly in securities and other traditional investments. Derivatives are subject to 

a number of risks including liquidity risk, market risk, credit risk, default risk, counterparty risk, and 

management risk. They also involve the risk of mispricing or improper valuation and the risk that changes 

in the value of the derivative may not correlate exactly with the change in the value of the underlying 

asset, rate or index. Also, suitable derivative transactions may not be available in all circumstances and 

there can be no assurance that a Fund will engage in these transactions to reduce exposure to other risks 

when that would be beneficial.  

Participation in the options or futures markets, as well as the use of various swap instruments and 

forward contracts, involves investment risks and transaction costs to which a Fund would not be subject 

absent the use of these strategies. Risks inherent in the use of options, futures contracts, options on 

futures contracts, forwards and swaps include: (i) imperfect correlation between the price of options and 

futures contracts and options thereon and movements in the prices of the securities being hedged; (ii) the 

fact that skills needed to use these strategies are different from those needed to select non-derivative 

portfolio securities; (iii) the potential absence of a liquid secondary market for any particular instrument at 

any time; (iv) the possible need to defer closing out certain positions to avoid adverse tax consequences; 

(v) for swaps, additional credit risk and the risk of counterparty default and the risk of failing to correctly 

evaluate the creditworthiness of the company on which the swap is based; and (vi) the possible inability 

of a Fund to purchase or sell a portfolio security at a time that otherwise would be favorable for it to do so, 

or the possible need for a Fund to sell the security at a disadvantageous time, due to the requirement that 

the Fund maintain “cover” or collateral securities in connection with the use of certain derivatives.  

A Fund could lose the entire amount it invests in futures. The loss from investing in other derivatives is 

potentially unlimited. There also is no assurance that a liquid secondary market will exist for futures 

contracts and options in which a Fund may invest. The Fund limits its investment in futures contracts so 

that the notional value (meaning the stated contract value) of the futures contracts does not exceed the 

net assets of the Fund.  

Furthermore, regulatory requirements for the Fund to set aside assets to meet their obligations with 

respect to derivatives may result in a Fund being unable to purchase or sell securities when it would 

otherwise be favorable to do so, or in a Fund needing to sell securities at a disadvantageous time. The 

Fund may also be unable to close out its derivatives positions when desired. Investments in derivatives 

can cause the Fund to be more volatile and can result in significant losses.  

Because the markets for certain derivative instruments (including markets located in foreign countries) are 

relatively new and still developing, suitable derivatives transactions may not be available in all 

circumstances. Upon the expiration of a particular contract, the Adviser or a Sub-Adviser may wish to 

retain a Fund’s position in the derivative instrument by entering into a similar contract, but may be unable 

to do so if the counterparty to the original contract is unwilling to enter into the new contract and no other 

suitable counterparty can be found. There is no assurance that a Fund will engage in derivatives 

transactions at any time or from time to time. A Fund’s ability to use derivatives may also be limited by 

certain regulatory and tax considerations. 

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) and related 

regulatory developments require the clearing and exchange-trading of certain standardized over-the-

counter (“OTC”) derivative instruments that the CFTC and SEC defined as “swaps” and “security-based 
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swaps,” respectively. Mandatory exchange-trading and clearing is occurring on a phased-in basis based 

on the type of market participant and CFTC approval of contracts for central clearing and exchange 

trading. In a cleared swap, a Fund’s ultimate counterparty is a central clearinghouse rather than a swap 

dealer, bank, or other financial institution. A Fund enters into cleared swaps through an executing broker. 

Such transactions are then submitted for clearing and, if cleared, will be held at regulated futures 

commission merchants (“FCMs”) that are members of the clearinghouse that serves as the central 

counterparty. When a Fund enters into a cleared swap, it must deliver to the central counterparty (via an 

FCM) an amount referred to as “initial margin.” Initial margin requirements are determined by the central 

counterparty, but an FCM may require additional initial margin above the amount required by the central 

counterparty. During the term of the swap agreement, a “variation margin” amount may also be required 

to be paid by a Fund or may be received by a Fund in accordance with margin controls set for such 

accounts, depending upon changes in the price of the underlying reference asset subject to the swap 

agreement. At the conclusion of the term of the swap agreement, if a Fund has a loss equal to or greater 

than the margin amount, the margin amount is paid to the FCM along with any loss in excess of the 

margin amount. If a Fund has a loss of less than the margin amount, the excess margin is returned to the 

Fund. If a Fund has a gain, the full margin amount and the amount of the gain is paid to the Fund.  

Central clearing is designed to reduce counterparty credit risk compared to uncleared swaps because 

central clearing interposes the central clearinghouse as the counterparty to each participant’s swap, but it 

does not eliminate those risks completely. There is also a risk of loss by a Fund of the initial and variation 

margin deposits in the event of bankruptcy of the FCM with which the Fund has an open position in a 

swap contract. The assets of a Fund may not be fully protected in the event of the bankruptcy of the FCM 

or central counterparty because the Fund might be limited to recovering only a pro rata share of all 

available funds and margin segregated on behalf of an FCM’s customers or central counterparty’s 

clearing members. If the FCM does not provide accurate reporting, a Fund is also subject to the risk that 

the FCM could use the Fund’s assets, which are held in an omnibus account with assets belonging to the 

FCM’s other customers, to satisfy its own financial obligations or the payment obligations of another 

customer to the central counterparty. Certain swaps have begun trading on exchanges called swap 

execution facilities. Exchange trading is expected to increase liquidity of swaps trading.  

In addition, with respect to cleared swaps, a Fund may not be able to obtain as favorable terms as it 

would be able to negotiate for an uncleared swap. In addition, an FCM may unilaterally impose position 

limits or additional margin requirements for certain types of swaps in which a Fund may invest. Central 

counterparties and FCMs generally can require termination of existing cleared swap transactions at any 

time and can also require increases in margin above the margin that is required at the initiation of the 

swap agreement. Margin requirements for cleared swaps vary on a number of factors, and the margin 

required under the rules of the clearinghouse and FCM may be in excess of the collateral required to be 

posted by a Fund to support its obligations under a similar uncleared swap. However, regulators are 

expected to adopt rules imposing certain margin requirements, including minimums, on uncleared swaps 

in the near future, which could change this comparison.  

The Fund is also subject to the risk that, after entering into a cleared swap with an executing broker, no 

FCM or central counterparty is willing or able to clear the transaction. In such an event, the central 

counterparty would void the trade. Before a Fund can enter into a new trade, market conditions may 

become less favorable to the Fund.  

Government Regulation of Derivatives. It is possible that government regulation of various types of 

derivative instruments, including futures and swap agreements, may limit or prevent a Fund from using 

such instruments as a part of its investment strategy, and could ultimately prevent a Fund from being able 
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to achieve its investment objective. It is impossible to predict fully the effects of legislation and regulation 

in this area, but the effects could be substantial and adverse.  

The futures markets are subject to comprehensive statutes, regulations, and margin requirements. The 

SEC, the CFTC, and the exchanges are authorized to take extraordinary actions in the event of a market 

emergency, including, for example, the implementation or reduction of speculative position limits, the 

implementation of higher margin requirements, the establishment of daily price limits and the suspension 

of trading.  

The regulation of swaps and futures transactions in the U.S., the European Union and other jurisdictions 

is a rapidly changing area of law and is subject to modification by government and judicial action. There is 

a possibility of future regulatory changes altering, perhaps to a material extent, the nature of an 

investment in a Fund or the ability of a Fund to continue to implement its investment strategies. 

Under recently adopted rules and regulations, transactions in some types of swaps (including interest rate 

swaps and credit default swaps on North American and European indices) are required to be centrally 

cleared, and additional types of swaps may be required to be centrally cleared in the future. In a 

transaction involving those swaps (“cleared derivatives”), a Fund’s counterparty is a clearing house, 

rather than a bank or broker. Since the Fund is not a member of clearing houses and only clearing 

members can participate directly in the clearing house, the Fund will hold cleared derivatives through 

accounts at clearing members. In cleared derivatives transactions, the Fund will make payments 

(including margin payments) to and receive payments from a clearing house through its accounts at 

clearing members. Clearing members guarantee performance of their clients’ obligations to the clearing 

house.  

In addition, U.S. regulators, the European Union, and certain other jurisdictions have adopted minimum 

margin and capital requirements for uncleared OTC derivatives transactions. It is expected that these 

regulations will have a material impact on a Fund’s use of uncleared derivatives. These rules will impose 

minimum margin requirements on derivatives transactions between a Fund and its swap counterparties 

and may increase the amount of margin a Fund is required to provide. They will impose regulatory 

requirements on the timing of transferring margin, which may accelerate a Fund’s current margin process. 

They will also effectively require changes to typical derivatives margin documentation. It is expected that 

the Fund will become subject to variation margin requirements under such rules in 2017 and initial margin 

requirements under such rules in 2020. Such requirements could increase the amount of margin a Fund 

needs to provide in connection with uncleared derivatives transactions and, therefore, make such 

transactions more expensive.  

The SEC has also issued a proposed rule under the 1940 Act providing for the regulation of registered 

investment companies’ use of derivatives and certain related instruments. The ultimate impact, if any, of 

possible regulation remains unclear, but the proposed rule, if adopted, could, among other things, restrict 

a Fund’s ability to engage in derivatives transactions and/or increase the costs of such derivatives 

transactions such that a Fund may be unable to implement its investment strategy. These and other new 

rules and regulations could, among other things, further restrict a Fund’s ability to engage in, or increase 

the cost to a Fund of, derivatives transactions, for example, by making some types of derivatives no 

longer available to the Fund, increasing margin or capital requirements, or otherwise limiting liquidity or 

increasing transaction costs. The implementation of the clearing requirement has increased the costs of 

derivatives transactions for the Fund, since a Fund has to pay fees to its clearing members and is 

typically required to post more margin for cleared derivatives than it has historically posted for bilateral 

derivatives. The costs of derivatives transactions are expected to increase further as clearing members 

raise their fees to cover the costs of additional capital requirements and other regulatory changes 
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applicable to the clearing members. These regulations are new and evolving, and their potential impact 

on the Fund and the financial system are not yet known.  

Risks of Futures and Options Transactions. Positions in futures contracts and options may be closed out 

only on an exchange which provides a secondary market therefore. However, there can be no assurance 

that a liquid secondary market will exist for any particular futures contract or option at any specific time. 

Thus, it may not be possible to close a futures or options position. In the event of adverse price 

movements, a Fund would continue to be required to make daily cash payments to maintain its required 

margin. In such situations, if a Fund has insufficient cash, it may have to sell portfolio securities to meet 

daily margin requirements at a time when it may be disadvantageous to do so. In addition, the applicable 

Fund may be required to make delivery of the instruments underlying futures contracts it has sold.  

The Fund will minimize the risk that it will be unable to close out a futures or options contract by only 

entering into futures and options for which there appears to be a liquid secondary market.  

The risk of loss in trading futures contracts or uncovered call options in some strategies (e.g., selling 

uncovered index futures contracts) is potentially unlimited. The Fund does not plan to use futures and 

options contracts, when available, in this manner. The risk of a futures position may still be large, as 

traditionally measured, due to the low margin deposits required. In many cases, a relatively small price 

movement in a futures contract may result in immediate and substantial loss or gain to the investor 

relative to the size of a required margin deposit. The Fund, however, intends to utilize futures and options 

contracts in a manner designed to limit their risk exposure to that which is comparable to what they would 

have incurred through direct investment in securities. Utilization of futures transactions by a Fund involves 

the risk of imperfect or even negative correlation to its Underlying Index if the index underlying the futures 

contracts differs from the Underlying Index. There is also the risk of loss by a Fund of margin deposits in 

the event of bankruptcy of a broker with whom the Fund has an open position in the futures contract or 

option. 

Certain financial futures exchanges limit the amount of fluctuation permitted in 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 a trading 

session. Once the daily limit has been reached in a particular type of contract, no trades may be made on 

that day at a price beyond that limit. The daily limit governs only price movement during a particular 

trading day and therefore does not limit potential losses, because the limit may prevent the liquidation of 

unfavorable positions. Futures contract prices have occasionally moved to the daily limit for several 

consecutive trading days with little or no trading, thereby preventing prompt liquidation of futures positions 

and subjecting some futures traders to substantial losses.  

Risks of Swap Agreements. Bilateral swap agreements are subject to the risk that the swap counterparty 

will default on its obligations. If such a default occurs, a Fund will have contractual remedies pursuant to 

the agreements related to the transaction, but such remedies may be subject to bankruptcy and 

insolvency laws which could affect the Fund’s rights as a creditor. Some interest rate and credit default 

swaps are currently subject to central clearing and exchange trading. Although exchange-trading and 

clearing decreases the counterparty risk involved in bilaterally negotiated contracts and increase market 

liquidity, exchange-trading and clearing will not make the contracts risk-free.  

The use of interest-rate and index swaps is a highly specialized activity that involves investment 

techniques and risks different from those associated with ordinary portfolio security transactions. 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 
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conditions. These transactions generally do not involve the delivery of securities or other underlying 

assets or principal.  

It is possible that developments in the swaps market, including government regulation, could adversely 

affect a Fund’s ability to terminate existing swap agreements or to realize amounts to be received under 

such agreements.  

Where swap agreements are two party contracts that may be subject to contractual restrictions on 

transferability and termination and because they may have terms of greater than seven days, they may 

be considered to be illiquid and subject to a Fund’s limitation on investments in illiquid securities. To the 

extent that a swap is not liquid, 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. 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 a Fund’s interest.  

If a Fund uses 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.  

Cybersecurity Risk. In connection with the increased use of technologies such as the Internet and the 

dependence on computer systems to perform necessary business functions, the Fund is susceptible to 

operational, information security, and related risks due to the possibility of cyber-attacks or other 

incidents. Cyber incidents may result from deliberate attacks or unintentional events. Cyber-attacks 

include, but are not limited to, infection by computer viruses or other malicious software code, gaining 

unauthorized access to systems, networks, or devices that are used to service a Fund’s operations 

through hacking or other means for the purpose of misappropriating assets or sensitive information, 

corrupting data, or causing operational disruption. Cyber-attacks may also be carried out in a manner that 

does not require gaining unauthorized access, such as causing denial-of-service attacks (which can make 

a website unavailable) on a Fund’s website. In addition, authorized persons could inadvertently or 

intentionally release confidential or proprietary information stored on a Fund’s systems. 

Cyber-attacks have the potential to interfere with the processing of authorized participant transactions 

and shareholder transactions on the Exchange. Furthermore, cybersecurity failures or breaches by a 

Fund's third-party service providers (including, but not limited to, the adviser, distributor, custodian, 

transfer agent, and financial intermediaries), or the Sub-Adviser, may cause disruptions and impact the 

service providers’ and a Fund’s business operations, potentially resulting in financial losses, the inability 

of Fund shareholders to transact business and the Fund to process transactions, inability to calculate a 

Fund's NAV, violations of applicable privacy and other laws, regulatory fines, penalties, reputational 

damage, reimbursement or other compensation costs, and/or additional compliance costs. A Fund and its 

shareholders could be negatively impacted as a result of successful cyber-attacks against, or security 

breakdowns of, a Fund or its third-party service providers.  

A Fund may incur substantial costs to prevent or address cyber incidents in the future. In addition, there is 

a possibility that certain risks have not been adequately identified or prepared for. Furthermore, a Fund 

cannot directly control any cybersecurity plans and systems put in place by third party service providers. 

Cybersecurity risks are also present for issuers of securities in which a Fund invests, which could result in 
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material adverse consequences for such issuers and may cause a Fund's investment in such securities to 

lose value. 

Debt Obligations. The Fund may invest in debt obligations traded in U.S. or foreign markets. Such debt 

obligations include, among others, bonds, notes, debentures, and variable rate demand notes. In 

choosing corporate debt securities on behalf of the Fund, the Sub-Adviser may consider (i) general 

economic and financial conditions; and (ii) the specific issuer’s (a) business and management, (b) cash 

flow, (c) earnings coverage of interest and dividends, (d) ability to operate under adverse economic 

conditions, (e) fair market value of assets, and (f) other considerations deemed appropriate.  

The Fund may invest in debt securities that are rated below investment grade (i.e., “junk bonds”) by 

nationally recognized statistical rating organizations (“NRSROs”) or are unrated securities that the Sub-

Adviser believes are of comparable quality. Junk bonds are considered speculative with respect to their 

capacity to pay interest and repay principal in accordance with the terms of the obligation. While generally 

providing greater income and opportunity for gain, non-investment grade debt securities are subject to 

greater risks than higher-rated securities.  

Companies that issue junk bonds are often highly leveraged and may not have more traditional methods 

of financing available to them. During an economic downturn or recession, highly leveraged issuers of 

high-yield securities may experience financial stress and may not have sufficient revenues to meet their 

interest payment obligations. Economic downturns tend to disrupt the market for junk bonds, lowering 

their values and increasing their price volatility. The risk of issuer default is higher with respect to junk 

bonds because such issues may be subordinated to other creditors of the issuer.  

The credit rating from an NRSRO of a junk bond does not necessarily address its market value risk, and 

ratings may from time to time change to reflect developments regarding the issuer’s financial condition. 

The lower the rating of a junk bond, the more speculative its characteristics.  

The Fund may have difficulty selling certain junk bonds because they may have a thin trading market. 

The lack of a liquid secondary market may have an adverse effect on the market price and the Fund’s 

ability to dispose of particular issues and may also make it more difficult for the Fund to obtain accurate 

market quotations in valuing these assets. In the event the Fund experience an unexpected level of net 

redemptions, the Fund could be forced to sell its junk bonds at an unfavorable price. Prices of junk bonds 

have been found to be less sensitive to fluctuations in interest rates and more sensitive to adverse 

economic changes and individual corporate developments than those of higher-rated debt securities.  

U.S. Government Obligations. The Fund may invest in U.S. government obligations. Obligations issued or 

guaranteed by the U.S. Government, its agencies, and instrumentalities include bills, notes, and bonds 

issued by the U.S. Treasury, as well as “stripped” or “zero coupon” U.S. Treasury obligations representing 

future interest or principal payments on U.S. Treasury notes or bonds. Stripped securities are sold at a 

discount to their “face value,” and may exhibit greater price volatility than interest-bearing securities 

because investors receive no payment until maturity. Obligations of certain agencies and instrumentalities 

of the U.S. Government, such as the Government National Mortgage Association (“GNMA”), are 

supported by the full faith and credit of the U.S. Treasury; others, such as those of the Federal National 

Mortgage Association (“FNMA”), are supported by the right of the issuer to borrow from the U.S. 

Treasury; others, such as those of the former Student Loan Marketing Association (“SLMA”), are 

supported by the discretionary authority of the U.S. Government to purchase the agency’s obligations; still 

others, although issued by an instrumentality chartered by the U.S. Government, like the Federal Farm 

Credit Bureau (“FFCB”), are supported only by the credit of the instrumentality. The U.S. Government 

may choose not to provide financial support to U.S. Government- sponsored agencies or instrumentalities 
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if it is not legally obligated to do so, in which case, if the issuer were to default, the Fund holding 

securities of such issuer might not be able to recover their investment from the U.S. Government. 

Convertible Securities. The Fund may invest in convertible securities. Convertible securities include 

bonds, debentures, notes, preferred stocks, and other securities that may be converted into a prescribed 

amount of common stock or other equity securities at a specified price and time. The holder of convertible 

securities is entitled to receive interest paid or accrued on debt, or dividends paid or accrued on preferred 

stock, until the security matures or is converted. The value of a convertible security depends on interest 

rates, the yield of similar nonconvertible securities, the financial strength of the issuer and the seniority of 

the security in the issuer’s capital structure. Convertible securities may be illiquid and may be required to 

convert at a time and at a price that is unfavorable to the Fund. To the extent that the Fund invests in 

convertible securities with credit ratings below investment grade, such securities may have a higher 

likelihood of default, although this may be somewhat offset by the convertibility feature. 

Mortgage-Backed and Asset-Backed Securities. The Fund may invest in mortgage-backed and asset-

backed securities. Mortgage-backed securities (“MBS”) are mortgage-related securities issued or 

guaranteed by the U.S. Government, its agencies, and instrumentalities, or issued by nongovernment 

entities. Mortgage-related securities represent pools of mortgage loans assembled for sale to investors by 

various government agencies such as GNMA and government related organizations such as FNMA and 

the Federal Home Loan Mortgage Corporation (“FHLMC”), as well as by nongovernment issuers such as 

commercial banks, savings and loan institutions, mortgage bankers, and private mortgage insurance 

companies. Although certain mortgage-related securities are guaranteed by a third party or otherwise 

similarly secured, the market value of the security, which may fluctuate, is not so secured.  

There are a number of important differences among the agencies and instrumentalities of the U.S. 

Government that issue mortgage-related securities and among the securities they issue. Mortgage-

related securities issued by GNMA include GNMA Mortgage Pass-Through Certificates (also known as 

“Ginnie Maes”), which are guaranteed as to the timely payment of principal and interest. That guarantee 

is backed by the full faith and credit of the U.S. Treasury. GNMA is a corporation wholly owned by the 

U.S. Government within the Department of Housing and Urban Development. Mortgage-related securities 

issued by FNMA include FNMA Guaranteed Mortgage Pass-Through Certificates (also known as “Fannie 

Maes”) and are guaranteed as to payment of principal and interest by FNMA itself and backed by a line of 

credit with the U.S. Treasury. FNMA is a government-sponsored entity wholly owned by public 

stockholders. Mortgage-related securities issued by FHLMC include FHLMC Mortgage Participation 

Certificates (also known as “Freddie Macs”) guaranteed as to payment of principal and interest by 

FHLMC itself and backed by a line of credit with the U.S. Treasury. FHLMC is a government-sponsored 

entity wholly owned by public stockholders.  

The actions of the U.S. Treasury are intended to ensure that FNMA and FHLMC maintain a positive net 

worth and meet their financial obligations preventing mandatory triggering of receivership. No assurance 

can be given that the U.S. Treasury initiatives will be successful.  

In the basic mortgage pass-through structure, mortgages with similar issuer, term, and coupon 

characteristics are collected and aggregated into a “pool” consisting of multiple mortgage loans. The pool 

is assigned a CUSIP number and undivided interests in the pool are traded and sold as pass-through 

securities. The holder of the security is entitled to a pro rata share of principal and interest payments 

(including unscheduled prepayments) from the pool of mortgage loans.  

An investment in a specific pool of pass-through securities requires an analysis of the specific 

prepayment risk of mortgages within the covered pool (since mortgagors typically have the option to 
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prepay their loans). The level of prepayments on a pool of mortgage securities is difficult to predict and 

can impact the subsequent cash flows and value of the mortgage pool. In addition, when trading specific 

mortgage pools, precise execution, delivery and settlement arrangements must be negotiated for each 

transaction.  

For the foregoing and other reasons, the Fund may seek to obtain exposure to U.S. agency mortgage 

pass- through securities primarily through the use of “to-be-announced” or “TBA transactions.” “TBA” 

refers to a commonly used mechanism for the forward settlement of U.S. agency mortgage pass-through 

securities, and not to a separate type of mortgage-backed security. Most transactions in mortgage pass-

through securities occur through the use of TBA transactions. TBA transactions generally are conducted 

in accordance with widely-accepted guidelines which establish commonly observed terms and conditions 

for execution, settlement and delivery. In a TBA transaction, the buyer and seller decide on general trade 

parameters, such as agency, settlement date, par amount, and price. The actual pools delivered 

generally are determined two days prior to settlement date. 

Default by or bankruptcy of a counterparty to a TBA transaction would expose the Fund to possible loss 

because of adverse market action, expenses or delays in connection with the purchase or sale of the 

pools of mortgage passthrough securities specified in the TBA transaction. To minimize this risk, the Fund 

will enter into TBA transactions only with established counterparties (such as major broker-dealers) and 

the Sub-Adviser will monitor the creditworthiness of such counterparties. In addition, the Fund may accept 

assignments of TBA transactions from Authorized Participants (as defined below) from time to time. The 

Fund’s use of “TBA rolls” may cause the Fund to experience higher portfolio turnover, higher transaction 

costs, and to pay higher capital gain distributions to shareholders (which may be taxable) than other 

funds. 

The Fund intends to invest cash pending settlement of any TBA transactions in money market 

instruments, repurchase agreements, commercial paper (including asset-backed commercial paper), or 

other high-quality, liquid short-term instruments, which may include money market funds affiliated with the 

Adviser or Sub- Adviser.  

Other asset-backed securities are structured like MBS, but instead of mortgage loans or interests in 

mortgage loans, the underlying assets may include items such as motor vehicle installment sales or 

installment loan contracts, leases of various types of real and personal property, and receivables from 

credit card agreements and from sales of personal property. Asset-backed securities typically have no 

U.S. Government backing. Additionally, the ability of an issuer of asset-backed securities to enforce its 

security interest in the underlying assets may be limited.  

If the Fund purchases a mortgage-backed or other asset-backed security at a premium, that portion may 

be lost if there is a decline in the market value of the security whether resulting from changes in interest 

rates or prepayments in the underlying collateral. As with other interest-bearing securities, the prices of 

such securities are inversely affected by changes in interest rates. Although the value of a mortgage-

backed or other asset- backed security may decline when interest rates rise, the converse is not 

necessarily true, since in periods of declining interest rates the mortgages and loans underlying the 

securities are prone to prepayment, thereby shortening the average life of the security and shortening the 

period of time over which income at the higher rate is received. When interest rates are rising, the rate of 

prepayment tends to decrease, thereby lengthening the period of time over which income at the lower 

rate is received. For these and other reasons, a mortgage- backed or other asset-backed security’s 

average maturity may be shortened or lengthened as a result of interest rate fluctuations and, therefore, it 

is not possible to predict accurately the security's return.  
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Risks of Mortgage-Related Securities. Investment in MBS poses several risks, including prepayment, 

market, and credit risk. Prepayment risk reflects the risk that borrowers may prepay their mortgages faster 

than expected, thereby affecting the investment's average life and perhaps its yield. Whether or not a 

mortgage loan is prepaid is almost entirely controlled by the borrower. Borrowers are most likely to 

exercise prepayment options at the time when it is least advantageous to investors, generally prepaying 

mortgages as interest rates fall, and slowing payments as interest rates rise. Beside the effect of 

prevailing interest rates, the rate of prepayment and refinancing of mortgages may also be affected by 

home value appreciation, ease of the refinancing process, and local economic conditions.  

Market risk reflects the risk that the price of the security may fluctuate over time. The price of MBS may 

be particularly sensitive to prevailing interest rates, the length of time the security is expected to be 

outstanding and the liquidity of the issuer. In a period of unstable interest rates, or under a variety of other 

circumstances, there may be decreased demand for certain types of MBS, and a Fund invested in such 

securities wishing to sell them may find it difficult to find a buyer, which may in turn decrease the price at 

which they may be sold.  

Credit risk reflects the risk that a Fund may not receive all or part of its principal because the issuer or 

credit enhancer has defaulted on its obligations. Obligations issued by U.S. Government-related entities 

are guaranteed as to the payment of principal and interest but are not backed by the full faith and credit of 

the U.S. Government except to the extent previously described. The performance of private label MBS, 

issued by private institutions, is based on the financial health of those institutions. With respect to GNMA 

certificates, although GNMA guarantees timely payment even if homeowners delay or default, tracking 

the “pass-through” payments may, at times, be difficult. 

Municipal Securities. The Fund may invest in securities issued by states, municipalities, and other political 

subdivisions, agencies, authorities and instrumentalities of states and multi-state agencies or authorities. 

Municipal securities share the attributes of debt/fixed income securities in general, but are generally 

issued by states, municipalities, and other political subdivisions, agencies, authorities, and 

instrumentalities of states and multi-state agencies or authorities. The municipal securities which the 

Fund may purchase include general obligation bonds and limited obligation bonds (or revenue bonds), 

including industrial development bonds issued pursuant to former federal tax law. General obligation 

bonds are obligations involving the credit of an issuer possessing taxing power and are payable from 

such issuer’s general revenues and not from any particular source. Limited obligation bonds are payable 

only from the revenues derived from a particular facility or class of facilities or, in some cases, from the 

proceeds of a special excise or other specific revenue source. Tax- exempt industrial development bonds 

generally are also revenue bonds and thus are not payable from the issuer’s general revenues. The credit 

and quality of industrial development bonds are usually related to the credit of the corporate user of the 

facilities. Payment of interest on and repayment of principal of such bonds is the responsibility of the 

corporate user (and/or any guarantor). In addition, the Fund may invest in lease obligations. Lease 

obligations may take the form of a lease or an installment purchase contract issued by public authorities 

to acquire a wide variety of equipment and facilities. 

Preferred Stock. The Fund may invest in preferred stock. Preferred stock, unlike common stock, often 

offers a stated dividend rate payable from a corporation’s earnings. If interest rates rise, the fixed dividend 

on preferred stocks may be less attractive, causing the price of preferred stocks to decline. Preferred 

stock may have mandatory sinking fund provisions, as well as call/redemption provisions prior to maturity, 

a negative feature when interest rates decline. Dividends on some preferred stock may be “cumulative,” 

requiring all or a portion of prior unpaid dividends to be paid before dividends are paid on the issuer’s 

common stock. Preferred stock also generally has a preference over common stock on the distribution of 

a corporation’s assets in the event of liquidation of the corporation, and may be “participating,” which 
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means that it may be entitled to a dividend exceeding the stated dividend in certain cases. In some cases, 

an issuer may offer auction rate preferred stock, which means that the dividend to be paid is set by 

auction and will often be reset at stated intervals. The rights of preferred stocks on the distribution of a 

corporation’s assets in the event of a liquidation are generally subordinate to the rights associated with a 

corporation’s debt securities.  

Bank Instruments. The Fund may invest in certificates of deposit (“CDs”), time deposits and bankers’ 

acceptances from U.S. banks. A bankers’ acceptance is a bill of exchange or time draft drawn on and 

accepted by a commercial bank. A CD is a negotiable interest-bearing instrument with a specific maturity. 

CDs are issued by banks and savings and loan institutions in exchange for the deposit of funds and 

normally can be traded in the secondary market prior to maturity. A time deposit is a nonnegotiable 

receipt issued by a bank in exchange for the deposit of funds. Like a CD, it earns a specified rate of 

interest over a definite period of time; however, it cannot be traded in the secondary market.  

Participation Interests. The Fund may purchase participations in corporate loans. Participation interests 

generally will be acquired from a commercial bank or other financial institution (a “Lender”) or from other 

holders of a participation interest (a “Participant”). The purchase of a participation interest either from a 

Lender or a Participant will not result in any direct contractual relationship with the borrowing company 

(the “Borrower”). The Fund generally will have no right directly to enforce compliance by the Borrower 

with the terms of the credit agreement. Instead, the Fund will be required to rely on the Lender or the 

Participant that sold the participation interest, both for the enforcement of the Fund’s rights against the 

Borrower and for the receipt and processing of payments due to the Fund under the loans. Under the 

terms of a participation interest, the Fund may be regarded as a member of the Participant, and thus the 

Fund is subject to the credit risk of both the Borrower and a Participant. Participation interests are 

generally subject to restrictions on resale. Generally, the Fund considers participation interests to be 

illiquid and therefore subject to the Fund’s percentage limitations for investments in illiquid securities.  

Commercial Instruments. The Fund may invest in commercial interests, including commercial paper and 

other short-term corporate instruments. Commercial paper consists of short-term promissory notes issued 

by corporations. Commercial paper may be traded in the secondary market after its issuance.  

Variable or Floating Rate Instruments. The Fund may invest in securities that have variable or floating 

interest rates which are readjusted on set dates (such as the last day of the month or calendar quarter) in 

the case of variable rates or whenever a specified interest rate change occurs in the case of a floating 

rate instrument. Variable or floating interest rates generally reduce changes in the market price of 

securities from their original purchase price because, upon readjustment, such rates approximate market 

rates. Accordingly, as interest rates decrease or increase, the potential for capital appreciation or 

depreciation is less for variable or floating rate securities than for fixed rate obligations. Many securities 

with variable or floating interest rates purchased by the Fund are subject to payment of principal and 

accrued interest (usually within seven days) on the Fund’s demand. The terms of such demand 

instruments require payment of principal and accrued interest by the issuer, a guarantor, and/or a liquidity 

provider. The Adviser will monitor the pricing, quality and liquidity of the variable or floating rate securities 

held by the Fund. 

Zero-Coupon and Pay-in-Kind Securities. The Fund may invest in zero-coupon or pay-in-kind securities. 

These securities are debt securities that do not make regular cash interest payments. Zero-coupon 

securities are sold at a deep discount to their face value. Pay-in-kind securities pay interest through the 

issuance of additional securities. Because zero-coupon and pay-in-kind securities do not pay current cash 

income, the price of these securities can be volatile when interest rates fluctuate. While these securities 

do not pay current cash income, federal tax law requires the holders of zero-coupon and pay-in-kind 
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securities to include in income each year the portion of the original issue discount (or deemed discount) 

and other non-cash income on such securities accrued during that year. In order to qualify as a “regulated 

investment company” under the Internal Revenue Code of 1986, as amended (the “Code”), and to avoid 

certain excise taxes, the Fund may be required to distribute a portion of such discount and income and 

may be required to dispose of other portfolio securities, which could occur during periods of adverse 

market prices, in order to generate sufficient cash to meet these distribution requirements. 

Delayed Delivery Transactions. The Fund may use delayed delivery transactions as an investment 

technique. Delayed delivery transactions, also referred to as forward commitments, involve commitments 

by the Fund to dealers or issuers to acquire or sell securities at a specified future date beyond the 

customary settlement for such securities. These commitments may fix the payment price and interest rate 

to be received or paid on the investment. The Fund may purchase securities on a delayed delivery basis 

to the extent that it can anticipate having available cash on the settlement date. Delayed delivery 

agreements will not be used as a speculative or leverage technique.  

Investment in securities on a delayed delivery basis may increase the Fund’s exposure to market 

fluctuation and may increase the possibility that the Fund will incur short-term gains subject to federal 

taxation or short- term losses if the Fund must engage in portfolio transactions in order to honor a delayed 

delivery commitment. Until the settlement date, the Fund will segregate liquid assets of a dollar value 

sufficient at all times to make payment for the delayed delivery transactions. Such segregated liquid 

assets will be marked-to-market daily, and the amount segregated will be increased if necessary to 

maintain adequate coverage of the delayed delivery commitments.  

The delayed delivery securities, which will not begin to accrue interest or dividends until the settlement 

date, will be recorded as an asset of the Fund and will be subject to the risk of market fluctuation. The 

purchase price of the delayed delivery securities is a liability of the Fund until settlement. The Fund may 

enter into buy/sell back transactions (a form of delayed delivery agreement). In a buy/sell back 

transaction, the Fund enters a trade to sell securities at one price and simultaneously enters a trade to 

buy the same securities at another price for settlement at a future date.  

When-Issued Securities. The Fund may purchase when-issued securities. Purchasing securities on a 

“when issued” basis means that the date for delivery of and payment for the securities is not fixed at the 

date of purchase but is set after the securities are issued. The payment obligation and, if applicable, the 

interest rate that will be received on the securities are fixed at the time the buyer enters into the 

commitment. The Fund will only make commitments to purchase such securities with the intention of 

actually acquiring such securities, but the Fund may sell these securities before the settlement date if it is 

deemed advisable.  

Securities purchased on a when-issued basis and the securities held in the Fund’s portfolio are subject to 

changes in market value based upon the public’s perception of the creditworthiness of the issuer and, if 

applicable, the changes in the level of interest rates. Therefore, if the Fund is to remain substantially fully 

invested at the same time that it has purchased securities on a when-issued basis, there will be a 

possibility that the market value of the Fund’s assets will fluctuate to a greater degree. Furthermore, when 

the time comes for the Fund to meet its obligations under when-issued commitments, the Fund will do so 

by using then available cash flow, by sale of the segregated liquid assets, by sale of other securities, or 

although it would not normally expect to do so, by directing the sale of when-issued securities themselves 

(which may have a market value greater or less than the Fund’s payment obligation).  

Investment in securities on a when-issued basis may increase the Fund’s exposure to market fluctuation 

and may increase the possibility that the Fund will incur short-term gains subject to federal taxation or 
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short-term losses if the Fund must sell another security in order to honor a when-issued commitment. The 

Fund will employ techniques designed to reduce such risks. If a Fund purchases a when-issued security, 

the Fund will segregate liquid assets in an amount equal to the when-issued commitment. If the market 

value of such segregated assets declines, additional liquid assets will be segregated on a daily basis so 

that the market value of the segregated assets will equal the amount of a Fund’s when-issued 

commitments. 

Rule 144A Securities. The Fund may invest in Rule 144A securities. Rule 144A securities are securities 

which, while privately placed, are eligible for purchase and resale pursuant to Rule 144A under the 

Securities Act. This rule permits certain qualified institutional buyers, such as the Fund, to trade in 

privately placed securities even though such securities are not registered under the Securities Act. The 

Sub-Adviser, under supervision of the Board, will consider whether securities purchased under Rule 144A 

are illiquid and thus subject to the Fund’s restriction on illiquid securities. Determination of whether a Rule 

144A security is liquid or not is a question of fact. In making this determination, the Sub-Adviser will 

consider the trading markets for the specific security taking into account the unregistered nature of a Rule 

144A security. In addition, the Sub- Adviser could consider the (i) frequency of trades and quotes; (ii) 

number of dealers and potential purchasers; (iii) dealer undertakings to make a market; and (iv) nature of 

the security and of market place trades (for example, the time needed to dispose of the security, the 

method of soliciting offers and the mechanics of transfer). The Sub-Adviser will also monitor the liquidity 

of Rule 144A securities, and if, as a result of changed conditions, the Sub-Adviser determines that a Rule 

144A security is no longer liquid, the Sub-Adviser will review the Fund’s holdings of illiquid securities to 

determine what, if any, action is required to assure that the Fund complies with its restriction on 

investment of illiquid securities. Investing in Rule 144A securities could increase the amount of the Fund’s 

investments in illiquid securities if qualified institutional buyers are unwilling to purchase such securities. 

Item 9: Disciplinary Information 

Legal and Disciplinary 
Registered Investment advisors are required to disclose all material facts regarding any legal or 

disciplinary events that would be material to your evaluation of Universal Value Advisors, LCC. and the 

integrity of our management of your assets. We have no information that applies to this item. 

Criminal or Civil Action 
Registered Investment advisors are required to disclose all material facts regarding any criminal or civil 

actions that would be material to your evaluation of Universal Value Advisors, LCC. and the integrity of 

our management of your assets. We have no information that applies to this item. 

Administrative Proceeding 
Registered Investment advisors are required to disclose all material facts regarding any administrative 

proceeding that would be material to your evaluation of Universal Value Advisors, LCC. and the integrity 

of our management of your assets. We have no information that applies to this item. 

Self-Regulatory Proceeding 
Registered Investment advisors are required to disclose all material facts regarding any self regulatory 

proceedings that would be material to your evaluation of Universal Value Advisors, LCC. and the integrity 

of our management of your assets. We have no information that applies to this item. 
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Item 10: Other Financial Industry 
Activities and Affiliations 

Broker-dealer or Registered Representative 
The investment advisor representatives of Universal Value Advisors, LLC are not registered 

representatives of a broker dealer or affiliated with a broker dealer. 

Futures Commission Merchant, Commodity Pool Operator, Commodity 

Trading Adviser or Associated Person  
Universal Value Advisors, LLC and our staff are not affiliated with a Futures Commission Merchant, 

Commodity Pool Operator, or Commodity Trading Adviser. 

Material Relationships or Arrangements with Financial Industry 
Universal Value Advisors has no material relationships or arrangements with the financial industry not 

disclosed elsewhere in this document. 

Recommend or Select Other Investment Advisors 
We do recommend or select other investment advisors for our clients. 

 

Item 11: Code of Ethics, Participation or 
Interest in Client Transactions and 
Personal Trading 

Code of Ethics 
Universal Value Advisors LLC has adopted a Code of Ethics. Our Officers and staff members are 
required to provide us with a written acknowledgement regarding the Code of Ethics. The Code of Ethics 
covers the following areas: 
 
1. Definition of Terms 
2. Standard of Conduct & Statement of General Fiduciary Principles 
3. Protecting Inside Information 
4. Restrictions on Personal Investing 
5. Reporting Personal Securities Transactions and Accounts 
6. Monitoring Personal Securities Transactions 
7. Administration of the Code of Ethics and Violations 
8. Acknowledgement of Code of Ethics 
 
Universal Value Advisors will provide a copy of the Code of Ethics to clients and prospective clients upon 
request.  To obtain a copy contact Joshua Barone at (775) 284-7778 or by e-mail at 
Joshua@uvadvisors.com. 
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Recommend Securities with Material Financial Interest 

Universal Value Advisors may recommend to clients investments in which it, or a related person, may 

have some financial interest. In such cases, Universal Value Advisors fully discloses the relationship, and 

requires the client to affirm, in writing, that they understand the relationship. 

Invest in Same Securities Recommended to Clients 
All related persons and affiliates of Universal Value Advisors may not purchase or sell securities ahead of 

our clients. Related personnel and affiliates must receive approval from the Compliance Officer, Joshua 

Barone or Portfolio Manager, Robert Barone, to buy or sell any security. That approval is contingent upon 

transactions in a particular security being simultaneous with or subsequent to those of our clients. Unless 

there is a meaningful and favorable change in the price of a security, or an extenuating circumstance, our 

portfolio managers will not make any further purchases or sales that day after a related person or affiliate. 

This policy is a minimum for securities with limited marketability. For securities with limited marketability, 

related persons and affiliates may not purchase or sell until the portfolio manager agrees that he or she 

has substantially completed the purchase/or sale for clients.  The purchase or sale program may extend 

over a number of days. This requirement does not apply to mutual fund purchases or sales.  As a general 

rule, in a situation where an investment conflict of interest occurs between a client and one of our 

associates or affiliates, the conflict of interest will be resolved in the best interests of the client. 

Personal Trading Policies 
Universal Value Advisors has a formal Personal Securities Trading Policy.  As part of this policy we 

require that our employees and affiliated persons submit all personal trading requests to the firm portfolio 

managers for approval prior to placing our personal transactions.  Employees submit their personal 

securities transaction report quarterly to the compliance department. 

Item 12: Brokerage Practices 

Selecting Brokerage Firms 

You are free to select any broker dealer for your brokerage account.  

Research and Other Services 
For some Investment advisors there can be other reasons for recommending particular broker dealers or 

custodians.  Some broker dealers or custodians provide research and other value added services to 

investment advisors commonly referred to as Soft Dollar Services.   

Universal Value Advisors may receive “Soft Dollar Services” from broker dealers and custodians that 

conduct brokerage transactions for ETF transactions.   

Brokerage for Client Referrals 
Universal Value Advisors, LLC does not engage in the practice of directing brokerage trades to outside 

broker dealers for client referrals.  
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Directed Brokerage 
In almost every case, we direct trades based on each client’s direction.  Typically, our trades are placed 

directly with the client’s custodian.  On occasion a trade may be done with one broker dealer and settled 

with the client’s account at another broker dealer as part of a COD transaction.   

Order Aggregation 
Order aggregation will not apply to the firm for directing ETF transactions. 

Item 13: Review of Accounts 

Periodic Reviews 

One of the firm's portfolio managers reviews each portfolio at least daily.  

Review Triggers 

When securities held by clients are to be sold, accounts are reviewed immediately; either prior to or after 
the security is sold.  When any security is bought for clients, accounts are reviewed immediately; either 
prior to or just after the security is purchased.  One of the firm's portfolio managers reviews each portfolio 
at least daily. 

Regular Reports 
The broker dealer handling your account or custodian sends you account statements at least quarterly, 

but usually monthly.  These account statements show money balances, securities held in the account, 

investment values and transactions made.   .   

Item 14: Client Referrals and Other 
Compensation 

Economic Benefits 
For the benefit we receive from other broker dealers see the “Brokerage Practices” section above. 

Third Party Solicitors 
Universal Value Advisors, LLC will not use  solicitors to introduce potential clients.  

Item 15: Custody 

Account Statements 
We do not take custody of your funds and securities. Because of this, Universal Value Advisors, LLC 

does not accept securities or forward securities to your brokerage firm or custodian.  The only checks 

payable to Universal Value Advisors, LCC that we are permitted to accept are those payable for Advisory 
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fees. You will not give us authority to withdraw securities or funds (other than for payment of advisory 

fees) from your account.   

If you have authorized the Universal Value Advisors to withdraw your investment advisory fees directly 
from your account, the Firm is deemed to have custody for this reason only.  We do not withdraw fees 
from your account unless we have written authorization from you to do so.  When a fee is deducted from 
your account for payment to Universal Value Advisors, we send your custodian an invoice for the amount 
due and we send you a fee statement itemizing the fee and providing information on how the fee was 
calculated.     

The broker dealer or custodian handling your account sends you account statements at least quarterly, 

but usually monthly.  These Account statements show money balances, securities held in the account, 

investment values and transactions made.  You should compare the account statement you receive from 

the custodian to those we mail to you. 

Item 16: Investment Discretion 

Discretionary Authority for Trading 
Most clients give Universal Value Advisors, LLC discretion over the selection, amount and timing of 

securities to be bought and sold.  This means that the portfolio manager or advisor representative may 

purchase or sell securities consistent with your investment objectives without contacting you prior to 

entering the transaction. 

Limited Power of Attorney 
The firm will not accept limited power of attorney.  

Item 17: Voting Client Securities 

Proxy Voting 
Universal Value Advisors will vote proxies for the Exchange Traded Funds the firm manages per fund 

prospectus. 

Item 18: Financial Information 

Prepayment of Fees 
The firm will not receive fees in advance. 

Financial Condition 
Universal Value Advisors, LLC has no financial commitment that impairs its ability to meet contractual and 

fiduciary commitments to clients. 

Bankruptcy 
Universal Value Advisors, LLC has not been subject to a bankruptcy proceeding. 
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Item 19: Requirements for State-
Registered Advisers 

This item does not apply to Universal Value Advisors. 


