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Approval of Plan of Reorganization

At a regular meeting held on July 27, 2021 (the “Meeting”), the Board of Trustees of M3Sixty Funds 
Trust (the “Trust”) approved an Agreement and Plan of Reorganization (the “Plan”), to reorganize the F/m 
Investments Large Cap Focused Fund (the “Fund”) into a substantially similar fund in F/m Funds Trust, an open-
end management investment company (the “Reorganization”). The Reorganization is subject to the approval by 
shareholders of the Fund. A special meeting of the shareholders is expected to occur on or about October 18, 
2021. Shareholders as of the close of business on August 17, 2021, are entitled to vote at the shareholder meeting. 
The Fund will send detailed information about the proposed Reorganization in proxy materials, which the Fund 
expects to mail in September 2021.

If approved by shareholders, the Reorganization is expected to occur in the fourth quarter of 2021, or such 
other date set by the Trust and F/m Funds Trust. In the Reorganization, shareholders will receive shares of the 
corresponding class of shares of the new fund in exchange for their shares of the Fund. The aggregate value of the 
shares of the new fund that a shareholder receives will equal the aggregate value of the shareholder’s shares of the 
Fund immediately before the Reorganization. The Trust expects that the Reorganization will qualify as a tax-free 
reorganization for federal income tax purposes and that shareholders will not recognize any gain or loss because 
of the Reorganization.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE
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F/m Investments, LLC

4300 Shawnee Mission Parkway, Suite 100
Fairway, KS 66205

STATEMENT OF ADDITIONAL INFORMATION

October 28, 2020

F/m Investments Large Cap Focused Fund

Investor Class Shares (Ticker Symbol: IAFMX)
Institutional Class Shares (Ticker Symbol: IAFLX)

series of

M3Sixty Funds Trust

F/m Investments Large Cap Focused Fund, managed by F/m Investments LLC, is a series of M3Sixty Funds Trust, 
an open-end management investment company registered with the Securities and Exchange Commission (“SEC”) as required 
by the Investment Company Act of 1940, as amended.

This Statement of Additional Information is not a prospectus, and it should be read in conjunction with the Fund’s 
prospectus dated October 28, 2020, as the same may be amended from time to time. This Statement of Additional 
Information incorporates by reference the Fund’s Annual Report for the fiscal year ended June 30, 2020 (the “Annual 
Report”). Copies of the Prospectus and the Annual Report may be obtained, without charge, by calling the Fund at (888) 553-
4233 or writing to the Fund at the following address:

M3Sixty Funds Trust
c/o M3Sixty Administration, LLC 

4300 Shawnee Mission Parkway, Suite 100
Fairway, KS 66205

Page 2 of 54

8/2/2021https://doc.morningstar.com/document/13277d529438ef91b7651bcc59da40a9.msdoc/?key=...



F/M INVESTMENTS LARGE CAP FOCUSED FUND

TABLE OF CONTENTS

INVESTMENT OBJECTIVES, POLICIES AND RISKS 1

General Investment Risks 1

Common Stocks 1

Equity Investments 1

Investments in Small-Cap Companies 2

Bank Obligations 2

Borrowing 2

Exchange-Traded Funds and Other Similar Instruments 3

Firm Commitments and When-Issued Securities 4

Foreign Securities 4

Real Estate Securities 6

Government Securities 6

Fixed Income Securities 6

Floating and Variable Rate Instruments 7

Money Market Instruments 7

Repurchase Agreements 8

Reverse Repurchase Agreements 8

Illiquid Investments 8

Forward Commitment & When-Issued Securities 8

Lending of Portfolio Securities 9

Warrants and Rights 9

Temporary Defensive Positions 9

INVESTMENT RESTRICTIONS 9

Fundamental Restrictions 9

PORTFOLIO TRANSACTIONS AND BROKERAGE ALLOCATION 11

Brokerage Selection 11

Aggregated Trades 12

Portfolio Turnover 12

PORTFOLIO HOLDINGS DISCLOSURE 13

DESCRIPTION OF THE TRUST 15

BOARD OF TRUSTEES, OFFICERS AND PRINCIPAL SHAREHOLDERS 16

Trustees and Officers 16

Page 3 of 54

8/2/2021https://doc.morningstar.com/document/13277d529438ef91b7651bcc59da40a9.msdoc/?key=...



Board Structure 19

Qualification of Trustees 19

Trustee Standing Committees 20

Fair Value Committee 20

Trustees’ Ownership of Fund Shares 21

Compensation 21

Control Persons and Principal Holders of Securities 21

EXPENSES 22

MANAGEMENT AND ADMINISTRATION 22

Investment Adviser 22

Portfolio Manager 24

Administrator and Transfer Agent 25

Distributor 25

Custodian 26

Independent Registered Public Accounting Firm 26

Legal Counsel 27

CODE OF ETHICS 27

PROXY VOTING POLICIES 27

PURCHASES, REDEMPTIONS AND SPECIAL SHAREHOLDER SERVICES 27

Purchases 27

Pricing of Orders 27

Regular Accounts 27

Purchases in Kind 28

Share Certificates 28

Redemptions 28

Suspension of Redemption Privileges and Postponement of Payment 28

Involuntary Redemptions 28

Additional Information 28

Transfer of Registration 28

Mailing Shareholder Communications 29

Dealers 29

Additional Information About Redemptions 29

NET ASSET VALUE 29

ADDITIONAL TAX DISCLOSURE 30

Page 4 of 54

8/2/2021https://doc.morningstar.com/document/13277d529438ef91b7651bcc59da40a9.msdoc/?key=...



FINANCIAL INFORMATION 42

APPENDIX A – PROXY VOTING POLICIES 43

APPENDIX B – NOMINATING AND CORPORATE GOVERNANCE COMMITTEE CHARTER 46

Page 5 of 54

8/2/2021https://doc.morningstar.com/document/13277d529438ef91b7651bcc59da40a9.msdoc/?key=...



INVESTMENT OBJECTIVES, POLICIES AND RISKS

M3Sixty Funds Trust (the “Trust”) was organized on May 29, 2015 as a Delaware statutory trust. Prior to August 
17, 2016, M3Sixty Funds Trust was known as M3Sixty Manager of Managers Trust. F/m Investments Large Cap Focused 
Fund (the “Fund’) is an open end management investment company and separate series of the Trust. The Prospectus 
describes the Fund’s investment objectives and principal investment strategies, as well as the principal investment risks of the 
Fund.

The Fund’s investment adviser is F/m Investments LLC (the “Adviser”). The Investment Company Act of 1940, as 
amended (the “1940 Act”), classifies mutual funds as either diversified or non-diversified. The Fund is classified as non-
diversified.

The Fund’s principal investment objectives and strategies are discussed in the Prospectus under such Fund’s 
“Summary” sections and under the heading “Investment Objectives, Strategies, Risks and Portfolio Holdings.” In order to 
achieve its investment objective, the Fund generally makes investments of the sort described in the Prospectus. The Fund 
may also invest in certain types of securities, or engage in certain investment activities, as generally discussed below. In 
addition, the Fund may be subject to additional risks in connection with its investments in such securities or as a result of the 
Fund’s investment strategies or activities. The following is not meant to be an exclusive list of all the securities and 
instruments in which the Fund may invest, the investment strategies or activities in which it may engage, or the risks 
associated with both. The Fund may invest in instruments and securities and engage in strategies or activities other than those 
listed below, and may be subject to risks that are not described here. The following descriptions and policies supplement 
these descriptions and also include descriptions of certain types of investments that may be made by the Fund but are not 
principal investment strategies of the Fund.

General Investment Risks. All investments in securities and other financial instruments involve a risk of financial 
loss. No assurance can be given that the Fund’s investment program will be successful. Investors should carefully review the 
descriptions of the Fund’s investments and their risks described in the Prospectus and this SAI.

Common Stocks. The Fund may invest in common stocks, which include the common stock of any class or series 
of domestic or foreign corporations or any similar equity interest, such as a trust or partnership interest. These investments 
may or may not pay dividends and may or may not carry voting rights. Common stock occupies the most junior position in a 
company’s capital structure. The Fund may also invest in warrants and rights related to common stocks.

Equity Investments. The Fund may invest in equity securities. Equity securities (which generally include common 
stocks, preferred stocks, warrants, securities convertible into common or preferred stocks and similar securities) are generally 
volatile and more risky than some other forms of investment. Equity securities of companies with relatively small market 
capitalizations may be more volatile than the securities of larger, more established companies than the broad equity market 
indices generally. Common stock and other equity securities may take the form of stock in corporations, partnership interests, 
interests in limited liability companies and other direct or indirect interests in business organizations.

1
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Investments in Small-Cap Companies. The Fund may invest a portion of its assets in securities of companies with 
small market capitalizations. Certain small-cap companies may offer greater potential for capital appreciation than larger 
companies. However, investors should note that this potential for greater capital appreciation is accompanied by a substantial 
risk of loss and that, by their very nature, investments in small-cap companies tend to be very volatile and speculative. Small-
cap companies may have a small share of the market for their products or services, their businesses may be limited to 
regional markets, or they may provide goods and services for a limited market. For example, they may be developing or 
marketing new products or services for markets that are not yet established or may never become established. In addition, 
small-cap companies may have or will develop only a regional market for products or services and thus be affected by local 
or regional market conditions. In addition, small-cap companies may lack depth of management or they may be unable to 
generate funds necessary for growth or potential development, either internally or through external financing on favorable 
terms. Such companies may also be insignificant in their industries and be subject to or become subject to intense 
competition from larger companies. Due to these and other factors, the Fund’s investments in small-cap companies may 
suffer significant losses. Further, there is typically a smaller market for the securities of a small-cap company than for 
securities of a large company. Therefore, investments in small-cap companies may be less liquid and subject to significant 
price declines that result in losses for the Fund.

Bank Obligations. Bank obligations that may be purchased by the Fund include certificates of deposit, banker’s 
acceptances and fixed time deposits.  A certificate of deposit is a short-term negotiable certificate issued by a commercial 
bank against the Fund deposited in the bank and is either interest-bearing or purchased on a discount basis.  A banker’s 
acceptance is a short-term draft drawn on a commercial bank by a borrower, usually in connection with an international 
commercial transaction.  The borrower is liable for payment, as is the bank, which unconditionally guarantees to pay the draft 
at its face amount on the maturity date.  Fixed time deposits are obligations of branches of U.S. or non-U.S. banks which are 
payable at a stated maturity date and bear a fixed rate of interest.  Although fixed time deposits do not have a market, there 
are no contractual restrictions on the right to transfer a beneficial interest in the deposit to a third party.  Bank obligations 
may be general obligations of the parent bank or may be limited to the issuing branch by the terms of the specific obligations 
or by government regulation.   Securities issued or guaranteed by non-U.S. banks and non-U.S. branches of U.S. banks are 
subject to many of the risks of investing in non-U.S. securities generally.

Banks are subject to extensive governmental regulations which may limit both the amounts and types of loans and 
other financial commitments which may be made and interest rates and fees which may be charged.  The profitability of this 
industry is to a significant extent dependent upon the availability and cost of capital of funds used by the bank to finance its 
lending operations.  Also, general economic conditions play an important part in the operations of this industry and exposure 
to credit losses arising from possible financial difficulties of borrowers might affect a bank’s ability to meet its obligations.

Borrowing. Borrowing creates an opportunity for increased return, but, at the same time, creates special risks. 
Furthermore, if the Fund were to engage in borrowing, an increase in interest rates could reduce the value of the Fund’s 
shares by increasing the Fund’s interest expense.

Subject to the limitations described under “Investment Limitations” below, the Fund is permitted to borrow for 
temporary purposes and/or for investment purposes. Such a practice will result in leveraging of the Fund’s assets and may 
cause the Fund to liquidate portfolio positions when it would not be advantageous to do so. This borrowing may be secured 
or unsecured. Provisions of the 1940 Act require the Fund to maintain continuous asset coverage (that is, total assets 
including borrowings, less liabilities exclusive of borrowings) of 300% of the amount borrowed, with an exception for 
borrowings not in excess of 5% of the Fund’s total assets made for temporary administrative purposes. Any borrowings for 
temporary administrative purposes in excess of 5% of the Fund’s total assets will count against this asset coverage 
requirement. If the 300% asset coverage should decline as a result of market fluctuations or other reasons, the Fund may be 
required to sell some of its portfolio holdings within three days to reduce the debt and restore the 300% asset coverage, even 
though it may be disadvantageous from an investment standpoint if the Fund sells securities at that time. Borrowing will tend 
to exaggerate the effect on net asset value of any increase or decrease in the market value of the Fund’s portfolio. Money 
borrowed will be subject to interest costs which may or may not be recovered by appreciation of the securities purchased, if 
any. The Fund also may be required to maintain minimum average balances in connection with such borrowings or to pay a 
commitment or other fee to maintain a line of credit; either of these requirements would increase the cost of borrowing over 
the stated interest rate. The prospectus contains additional information regarding the Value Fund’s use of borrowing for 
investment purposes.

2
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Exchange-Traded Funds and Other Similar Instruments. Shares of exchange-traded funds (“ETFs”) and other 
similar instruments may be purchased by the Fund.  Generally, an ETF is an investment company that is registered under the 
1940 Act that holds a portfolio of securities designed to track the performance of a particular index or index segment.  
Similar instruments, used by pools that are not investment companies, offer similar characteristics and may be designed to 
track the performance of an index or basket of securities of companies engaged in a particular market or sector.  ETFs sell 
and redeem their shares at net asset value in large blocks (typically 50,000 of its shares) called “creation units.” Shares 
representing fractional interests in these creation units are listed for trading on national securities exchanges and can be 
purchased and sold in the secondary market in lots of any size at any time during the trading day.

Investments in ETFs and other similar instruments involve certain inherent risks generally associated with 
investments in a broadly-based portfolio of stocks including: (i) risks that the general level of stock prices may decline, 
thereby adversely affecting the value of each unit of the ETF or other instrument; (ii) an ETF may not fully replicate the 
performance of its benchmark index because of temporary unavailability of certain index securities in the secondary market 
or discrepancies between the ETF and the index with respect to the weightings of securities or number of stocks held; (iii) an 
ETF may also be adversely affected by the performance of the specific index, market sector or group of industries on which it 
is based; and (iv) an ETF may not track an index as well as a traditional index mutual fund because ETFs are valued by the 
market and, therefore, there may be a difference between the market value and the ETF’s net asset value.  The Market 
Neutral Fund may both purchase and effect short sales of shares of ETFs.  These investments may be used for hedging 
purposes or to seek to increase total return (which is considered a speculative activity).

Because ETFs and pools that issue similar instruments incur various fees and expenses, the Fund’s investment in 
these instruments will involve certain indirect costs, as well as transaction costs, such as brokerage commissions.  The 
Adviser will consider expenses associated with an investment in determining whether to invest in an ETF or other 
instrument.  In the case of ETFs that are investment companies, they invest substantially all of their assets in securities of 
various securities indices or a particular segment of a securities index.  Most ETFs are listed and traded on the NYSE Arca, 
Inc. (“Arca”).  The market price of ETFs is expected to fluctuate in accordance with both changes in the asset values of their 
underlying indices and supply and demand of an ETF’s shares on the Arca.  ETFs may trade at relatively modest discounts or 
premiums to net asset value.  In general, most ETFs have a limited operating history and information may be lacking 
regarding the actual performance and trading liquidity of such shares for extended periods or over complete market cycles.  
In addition, there is no assurance that the requirements of the Arca necessary to maintain the listing of ETFs in which the 
Fund invests will continue to be met or will remain unchanged.  In the event substantial market or other disruptions affecting 
the shares of ETFs held by the Fund should occur in the future, the liquidity and value of that Fund’s shares could also be 
adversely affected.  If such disruptions were to occur, that Fund could be required to reconsider the use of ETFs as part of its 
investment strategy.

3
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Limitations of the 1940 Act, which prohibit any Fund from acquiring more than 3% of the outstanding shares of 
another investment company, may restrict the Fund’s ability to purchase shares of certain ETFs.

Firm Commitments and When-Issued Securities. The Fund may purchase securities on a firm commitment basis, 
including when-issued securities.  The Fund may also be entitled to receive when-issued securities in relation to its holdings 
in common stock of companies that undertake certain corporate actions and reorganizations.  Securities purchased on a firm 
commitment basis are purchased for delivery beyond the normal settlement date at a stated price and yield.  No income 
accrues to the purchaser of a security on a firm commitment basis prior to delivery.  Such securities are recorded as an asset 
and are subject to changes in value based upon changes in the general level of interest rates.  Purchasing a security on a firm 
commitment basis can involve a risk that the market price at the time of delivery may be lower than the agreed upon purchase 
price, in which case there could be an unrealized loss at the time of delivery.  The Fund will only make commitments to 
purchase securities on a firm commitment basis with the intention of actually acquiring the securities, but may sell them 
before the settlement date if it is deemed advisable.  The Fund will designate liquid assets in an amount at least equal in value 
to the Fund’s commitments to purchase securities on a firm commitment basis.  If the value of these assets declines, the Fund 
will place additional liquid assets in the account on a daily basis so that the value of the assets in the account is equal to the 
amount of such commitments.  As when-issued securities are subject to delayed or deferred settlement, such securities may 
be either illiquid, or suffer from severe constraints in liquidity.

Foreign Securities. Foreign securities include U.S. dollar-denominated and non-U.S. dollar-denominated securities 
of foreign issuers. The Fund may invest directly in foreign equity securities traded directly on U.S. exchanges, foreign 
exchanges, over-the-counter or in the form of American Depositary Receipts. The Fund may also invest in foreign currency-
denominated fixed-income securities. Investing in securities issued by companies whose principal business activities are 
outside the United States may involve significant risks not present in domestic investments. Many of the risks are more 
pronounced for investments in developing or emerging market countries, or countries whose markets are becoming open, or 
have only recently opened, to private investment, foreign investment or both.

American Depositary Receipts (“ADRs”). ADRs provide a method whereby the Fund may invest in securities issued 
by companies whose principal business activities are outside the United States. ADRs are receipts typically issued by a U.S. 
bank or trust company evidencing ownership of the underlying securities, and may be issued as sponsored or unsponsored 
programs. In sponsored programs, an issuer has made arrangements to have its securities trade in the form of ADRs. In 
unsponsored programs, the issuer may not be directly involved in the creation of the program. Although regulatory 
requirements with respect to sponsored and unsponsored programs are generally similar, in some cases it may be easier to 
obtain financial information from an issuer that has participated in the creation of a sponsored program. ADRs are subject to 
many of the risks affecting foreign investments generally, except for those specific to trading securities on foreign exchanges.

Political and Economic Factors. Foreign investments involve risks unique to the local political, economic, and 
regulatory structures in place, as well as the potential for social instability, military unrest, or diplomatic developments that 
could prove adverse to the interests of U.S. investors. Individual foreign economies can differ favorably or unfavorably from 
the U.S. economy in such respects as growth of gross national product, rate of inflation, capital reinvestment, resource self-
sufficiency, and balance of payments position. In addition, significant external political and economic risks currently affect 
some foreign countries. War and terrorism affect many countries. Many countries throughout the world are dependent on a 
healthy U.S. economy or economies elsewhere around the world (e.g., Europe), and are adversely affected when the U.S. or 
other world economies weaken or their markets decline.

4
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Government Action. Governments in certain foreign countries continue to participate to a significant degree, 
through ownership interest or regulation, in their respective economies. Action by these governments could have a significant 
effect on market prices of securities and payment of dividends. The economies of many foreign countries are heavily 
dependent upon international trade and are accordingly affected by protective trade barriers and economic conditions of their 
trading partners. The enactment by these trading partners of protectionist trade legislation could have a significant adverse 
effect upon the securities markets of such countries.

Foreign Currencies; Currency Fluctuations. The Fund’s investments in foreign securities may be denominated in 
U.S. dollars or foreign currencies. For securities valued in foreign currencies, a change in the value of any such currency 
against the U.S. dollar will result in a corresponding change in the U.S. dollar value of the Fund’s assets denominated in that 
currency. Such changes will also affect the Fund’s income and may affect the income of companies in which the Fund 
invests. Generally, when a given currency appreciates against the U.S. dollar (the U.S. dollar weakens), the value of the 
Fund’s securities denominated in that currency will rise. When a given currency depreciates against the U.S. dollar (the U.S. 
dollar strengthens), the value of the Fund’s securities denominated in that currency will decline. Countries with managed 
currencies that are maintained at artificial levels to the U.S. dollar rather than at levels determined by the market may 
experience sudden and large adjustments in the currency which, in turn, can have a disruptive and negative effect on foreign 
investors. Similarly, the Fund may be adversely affected by holding securities in foreign currencies that are not readily 
convertible into U.S. dollars.

Potential Adverse Changes. With respect to certain foreign countries, especially developing and emerging ones, 
there is the possibility of adverse changes in investment or exchange control regulations, expropriation or confiscatory 
taxation, limitations on the removal of funds or other assets, political or social instability, or diplomatic developments which 
could affect investments by U.S. persons in those countries.

Information and Supervision. There is generally less publicly available information about foreign companies 
comparable to reports and ratings that are published about companies in the United States. Foreign companies are also 
generally not subject to uniform accounting, auditing and financial reporting standards, practices, and requirements 
comparable to those applicable to U.S. companies. It also is often more difficult to keep currently informed of corporate 
actions that affect the prices of portfolio securities.

Market Characteristics. Foreign securities markets are generally not as developed or efficient as, and may be more 
volatile and have less volume and liquidity than, those in the United States. Securities may trade at price/earnings multiples 
higher than comparable U.S. securities and such levels may not be sustainable. Commissions on foreign securities trades are 
generally higher than commissions on U.S. exchanges, and while there are an increasing number of overseas securities 
markets that have adopted a system of negotiated rates, a number are still subject to an established schedule of minimum 
commission rates. There is generally less government supervision and regulation of foreign securities exchanges, brokers, 
and listed companies than in the U.S. Moreover, settlement practices for transactions in foreign markets may differ from 
those in U.S. markets. Such differences include delays beyond periods customary in the U.S. and practices, such as delivery 
of securities prior to receipt of payment, which increase the likelihood of a “failed settlement.” Failed settlements can result 
in losses to the Fund.

Investment and Repatriation Restrictions. Foreign investment in the securities markets of certain foreign countries is 
restricted or controlled to varying degrees. These restrictions limit and, at times, preclude investment in such countries and 
increase the cost and expenses of the Fund. Investments by foreign investors are subject to a variety of restrictions in many 
developing countries. These restrictions may take the form of prior governmental approval, limits on the amount or type of 
securities held by foreigners, and limits on the types of companies in which foreigners may invest. Additional or different 
restrictions may be imposed at any time by these or other countries in which the Fund invests. In addition, the repatriation of 
both investment income and capital from several foreign countries is restricted and controlled under certain regulations, 
including in some cases the need for certain government consents.
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Taxes. The dividends and interest payable on foreign portfolio securities may be subject to foreign withholding 
taxes, thus reducing the net amount of income available for distribution to the Fund’s shareholders. In addition, some 
governments may impose a tax on purchases by foreign investors of certain securities that trade in their country.

Depositary Receipts. The Fund’s investments may include securities of foreign issuers in the form of sponsored or 
unsponsored ADRs, Global Depositary Receipts (GDRs) and European Depositary Receipts (EDRs). ADRs are depositary 
receipts typically issued by a United State bank or trust company which evidence ownership of underlying securities issued 
by a foreign corporation. EDRs and GDRs are typically issued by foreign banks or trust companies, although they also may 
be issued by United States banks or trust companies, and evidence ownership of underlying securities issued by either a 
foreign or a United States corporation. Generally, depositary receipts in registered form are designed for use in the United 
States securities market and depositary receipts in bearer form are designed for use in securities markets outside the United 
States Depositary receipts may not necessarily be denominated in the same currency as the underlying securities into which 
they may be converted. Ownership of unsponsored depositary receipts may not entitle the Fund to financial or other reports 
from the issuer of the underlying security, to which it would be entitled as the owner of sponsored depositary receipts.

Real Estate Securities. The Fund will not invest in real estate (including mortgage loans and limited partnership 
interests), but may invest in readily marketable securities issued by companies that invest in real estate or interests therein. 
The Fund may also invest in readily marketable interests in real estate investment trusts (“REITs”). REITs are generally 
publicly traded on the national stock exchanges and in the over-the-counter market and have varying degrees of liquidity. 
Investments in real estate securities are subject to risks inherent in the real estate market, including risk related to changes 
interest rates.

Government Securities. The Fund may invest a portion of the portfolio in U.S. government securities, defined to be 
U.S. government obligations such as U.S. Treasury notes, U.S. Treasury bonds, and U.S. Treasury bills, obligations 
guaranteed by the U.S. government such as Government National Mortgage Association (“GNMA”) as well as obligations of 
U.S. government authorities, agencies and instrumentalities such as Federal National Mortgage Association (“FNMA”), 
Federal Home Loan Mortgage Corporation (“FHLMC”), Federal Housing Administration (“FHA”), Federal Farm Credit 
Bank (“FFCB”), Federal Home Loan Bank (“FHLB”), Student Loan Marketing Association (“SLMA”), and The Tennessee 
Valley Authority. U.S. government securities may be acquired subject to repurchase agreements. While obligations of some 
U.S. government sponsored entities are supported by the full faith and credit of the U.S. government (e.g. GNMA), several 
are supported by the right of the issuer to borrow from the U.S. government (e.g. FNMA, FHLMC), and still others are 
supported only by the credit of the issuer itself (e.g. SLMA, FFCB). No assurance can be given that the U.S. government will 
provide financial support to U.S. government agencies or instrumentalities in the future, other than as set forth above, since it 
is not obligated to do so by law. The guarantee of the U.S. government does not extend to the yield or value of the Fund’s 
shares.

Fixed Income Securities. The Fund may invest in fixed income securities. Fixed income securities generally pay a 
specified rate of interest or dividends, or a rate that is adjusted periodically by reference to some specified index or market 
rate or other factor. Fixed income securities may include securities issued by U.S. federal, state, local, and non-U.S. 
governments and other agencies and instrumentalities, and by a wide range of private or corporate issuers. Fixed income 
securities include, among others, bonds, notes, bills, debentures, convertible securities, bank obligations, mortgage and other 
asset-backed securities, loan participations and assignments and commercial paper.

6
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Because interest rates vary, it is impossible to predict the income of the Fund for any particular period. Except to the 
extent that values are affected independently by other factors such as developments relating to a specific issuer or group of 
issuers, when interest rates decline, the value of a fixed-income portfolio can generally be expected to rise. Conversely, when 
interest rates rise, the value of a fixed-income portfolio can generally be expected to decline. Prices of longer term securities 
generally increase or decrease more sharply than those of shorter term securities in response to interest rate changes, 
particularly if such securities were purchased at a discount. It should be noted that the market values of securities rated below 
investment grade and comparable unrated securities tend to react less to fluctuations in interest rate levels than do those of 
higher-rated securities.

Floating and Variable Rate Instruments. The Fund may invest in floating and variable rate obligations. Floating 
or variable rate obligations bear interest at rates that are not fixed, but vary with changes in specified market rates or indices, 
such as the prime rate, and at specified intervals. The variable rate obligations in which the Fund may invest include variable 
rate master demand notes, which are unsecured instruments issued pursuant to an agreement between the issuer and the 
holder that permit the indebtedness thereunder to vary and provide for periodic adjustments in the interest rate.

Certain of the floating or variable rate obligations that may be purchased by the Fund may carry a demand feature 
that would permit the holder to tender them back to the issuer of the instrument or to a third party at par value prior to 
maturity.  Some of the demand instruments purchased by the Fund is not traded in a secondary market and derive their 
liquidity solely from the ability of the holder to demand repayment from the issuer or third party providing credit support.  If 
a demand instrument is not traded in a secondary market, the Fund will nonetheless treat the instrument as liquid for the 
purposes of its investment restriction limiting investments in illiquid securities unless the demand feature has a notice period 
of more than seven days; if the notice period is greater than seven days, such a demand instrument will be characterized as 
illiquid for such purpose.   A Fund’s right to obtain payment at par on a demand instrument could be affected by events 
occurring between the date the Fund elects to demand payment and the date payment is due that may affect the ability of the 
issuer of the instrument or a third party providing credit support to make payment when due.  To facilitate settlement, some 
demand instruments may be held in book entry form at a bank other than the Fund’s custodian subject to a sub-custodian 
agreement approved by the Fund between that bank and the Fund’s custodian.

Money Market Instruments. The Fund may invest in money market instruments including U.S. government 
obligations or corporate debt obligations (including those subject to repurchase agreements), provided that they are eligible 
for purchase by the Fund. Money market instruments also may include Banker’s Acceptances and Certificates of Deposit of 
domestic branches of U.S. banks, Commercial Paper, and Variable Amount Demand Master Notes (“Master Notes”). 
Banker’s Acceptances are time drafts drawn on and “accepted” by a bank. When a bank “accepts” such a time draft, it 
assumes liability for its payment. When the Fund acquires a Banker’s Acceptance, the bank that “accepted” the time draft is 
liable for payment of interest and principal when due. The Banker’s Acceptance carries the full faith and credit of such bank. 
A Certificate of Deposit (“CD”) is an unsecured, interest bearing debt obligation of a bank. Commercial Paper is an 
unsecured, short-term debt obligation of a bank, corporation, or other borrower. Maturities of Commercial Paper generally 
range from 2 to 270 days and are usually sold on a discounted basis rather than as an interest-bearing instrument. The Fund 
will invest in Commercial Paper only if it is rated in one of the top two rating categories by Moody’s, S&P or Fitch, or if not 
rated, of equivalent quality in the Adviser’s opinion. Commercial Paper may include Master Notes of the same quality. 
Master Notes are unsecured obligations which are redeemable upon demand of the holder and which permit the investment of 
fluctuating amounts at varying rates of interest. Master Notes are acquired by the Fund only through the Master Note 
program of the Fund’s custodian bank, acting as administrator thereof. The Adviser will monitor, on a continuous basis, the 
earnings power, cash flow, and other liquidity ratios of the issuer of a Master Note held by the Fund.
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Repurchase Agreements. The Fund may invest in repurchase agreements. A repurchase agreement is a short-term 
investment in which the purchaser acquires ownership of a U.S. government security and the seller agrees to repurchase the 
security at a future time at a set price, thereby determining the yield during the purchaser’s holding period. Any repurchase 
transaction in which the Fund engages will require full collateralization of the seller’s obligation during the entire term of the 
repurchase agreement. In the event of a bankruptcy or other default of the seller, the Fund could experience both delays in 
liquidating the underlying security and losses in value.

Reverse Repurchase Agreements. The Fund may enter into “reverse” repurchase agreements to avoid selling 
securities during unfavorable market conditions to meet redemptions.  Pursuant to a reverse repurchase agreement, the Fund 
will sell portfolio securities and agree to repurchase them from the buyer at a particular date and price.  Whenever the Fund 
enters into a reverse repurchase agreement, it will establish a segregated account in which it will maintain liquid assets in an 
amount at least equal to the repurchase price marked to market daily (including accrued interest), and will subsequently 
monitor the account to ensure that such equivalent value is maintained.  The Fund pays interest on amounts obtained pursuant 
to reverse repurchase agreements.  Reverse repurchase agreements are considered to be borrowings by the Fund.

Illiquid Investments. The Fund may invest up to 15% of its net assets in illiquid securities, which are investments 
that cannot be sold or disposed of in the ordinary course of business within seven days at approximately the prices at which 
they are valued. Under the supervision of the Board of Trustees of the Trust (“Trustees”), the Adviser determines the 
liquidity of the Fund’s investments, and through reports from the Adviser, the Trustees monitor investments in illiquid 
instruments. In determining the liquidity of the Fund’s investments, the Adviser may consider various factors including (1) 
the frequency of trades and quotations; (2) the number of dealers and prospective purchasers in the marketplace; (3) dealer 
undertakings to make a market; (4) the nature of the security (including any demand or tender features); and (5) the nature of 
the marketplace for trades (including the ability to assign or offset the Fund’s rights and obligations relating to the 
investment). If through a change in values, net assets, or other circumstances, the Fund was in a position where more than 
15% of its net assets were invested in illiquid securities, the Fund may take appropriate steps to protect the Fund’s liquidity as 
deemed necessary or advisable by the Fund. The Fund, through the Fair Value Committee, values illiquid securities using its 
fair value procedures (described below) but there can be no assurance that (i) the Fund will determine fair value for a private 
investment accurately; (ii) that the Fund will be able to sell private securities for the fair value determined by the Fund; or 
(iii) that the Fund will be able to sell such securities at all. Investment in illiquid securities poses risks of potential delays in 
resale and uncertainty in valuation. Limitations on resale may have an adverse effect on the marketability of portfolio 
securities and the Fund may be unable to dispose of illiquid securities promptly or at reasonable prices.

Forward Commitment & When-Issued Securities. The Fund may purchase securities on a when-issued basis or 
for settlement at a future date if the Fund holds sufficient assets to meet the purchase price. In such purchase transactions, the 
Fund will not accrue interest on the purchased security until the actual settlement. Similarly, if a security is sold for a forward 
date, the Fund will accrue the interest until the settlement of the sale. When-issued security purchases and forward 
commitments have a higher degree of risk of price movement before settlement due to the extended time period between the 
execution and settlement of the purchase or sale. As a result, the exposure to the counterparty of the purchase or sale is 
increased. Although the Fund would generally purchase securities on a forward commitment or when-issued basis with the 
intention of taking delivery, the Fund may sell such a security prior to the settlement date if the Adviser felt such action was 
appropriate. In such a case, the Fund could incur a short-term gain or loss.
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Lending of Portfolio Securities. In order to generate additional income, the Fund may lend portfolio securities in 
an amount up to 33 1/3% of total Fund assets to broker-dealers, major banks, or other recognized domestic institutional 
borrowers of securities that the Adviser has determined are creditworthy under guidelines established by the Trustees. In 
determining whether the Fund will lend securities, the Adviser will consider all relevant facts and circumstances. The Fund 
may not lend securities to any company affiliated with the Adviser. Each loan of securities will be collateralized by cash, 
securities or letters of credit. The Fund might experience a loss if the borrower defaults on the loan.

The borrower at all times during the loan must maintain with the Fund cash or cash equivalent collateral, or provide 
to the Fund an irrevocable letter of credit equal in value to at least 100% of the value of the securities loaned. While the loan 
is outstanding, the borrower will pay the Fund any interest paid on the loaned securities, and the Fund may invest the cash 
collateral to earn additional income. Alternatively, the Fund may receive an agreed-upon amount of interest income from the 
borrower who has delivered equivalent collateral or a letter of credit. It is anticipated that the Fund may share with the 
borrower some of the income received on the collateral for the loan or the Fund will be paid a premium for the loan. Loans 
are subject to termination at the option of the Fund or the borrower at any time. The Fund may pay reasonable administrative 
and custodial fees in connection with a loan, and may pay a negotiated portion of the income earned on the cash to the 
borrower or placing broker. As with other extensions of credit, there are risks of delay in recovery or even loss of rights in the 
collateral should the borrower fail financially.

Warrants and Rights. The Fund may invest in warrants and rights. Warrants are securities that are usually issued 
together with a debt security or preferred stock and that give the holder the right to buy a proportionate amount of common 
stock at a specified price until a stated expiration date. Buying a warrant generally can provide a greater potential for profit or 
loss than an investment of equivalent amounts in the underlying common stock. The market value of a warrant does not 
necessarily move with the value of the underlying securities. If a holder does not sell the warrant, it risks the loss of its entire 
investment if the market price of the underlying security does not, before the expiration date, exceed the exercise price of the 
warrant. Investing in warrants is a speculative activity. Warrants pay no dividends and confer no rights (other than the right to 
purchase the underlying securities) with respect to the assets of the issuer. A right is a privilege granted, typically to existing 
shareholders of a corporation, to subscribe for shares of a new issue of stock before it is issued. Rights normally have a short 
life, usually two to four weeks, may be freely transferable and generally entitle the holder to buy the new common stock at a 
lower price than the public offering price.

Temporary Defensive Positions. The Fund may, from time to time, take temporary defensive positions that are 
inconsistent with the Fund’s principal investment strategies in an attempt to respond to adverse market, economic, political or 
other conditions. During such an unusual set of circumstances, the Fund may hold up to 100% of its portfolio in cash or cash 
equivalent positions. When the Fund takes a temporary defensive position, the Fund may not be able to achieve its 
investment objective.

INVESTMENT RESTRICTIONS

Fundamental Restrictions. The following is a description of fundamental policies of the Fund that may not be 
changed without the vote of a majority of the Fund’s outstanding voting securities. Under the 1940 Act, the vote of a majority 
of the outstanding securities of a company means the vote, at the annual or a special meeting of the security holders of such 
company duly called: (A) of 67% or more of the voting securities present at such meeting, if the holders of more than 50% of 
the outstanding voting securities of such company are present or represented by proxy; or (B) of more than 50% of the 
outstanding voting securities of such company, whichever is less. The other restrictions set forth below, as well as the Fund’s 
investment objective and each of the other investment restrictions set forth in the Prospectus or this SAI and not designated as 
fundamental, are not fundamental policies and may be changed by the Board. The percentages set forth below and the 
percentage limitations set forth in the Prospectus apply at the time of the purchase of a security and shall not be considered 
violated unless an excess or deficiency occurs or exists immediately after and as a result of a purchase of such security. For 
purposes of the fundamental and non-fundamental restrictions set forth below, “total assets” means net assets, plus the 
amount of any borrowings for investment purposes.
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The Fund may not:

(1) Purchase securities which would cause 25% or more of the value of its total assets at the time of purchase to be 
directly invested in the securities of one or more issuers conducting their principal business activities in the same industry or 
group of industries (excluding obligations issued or guaranteed by the U.S. Government or any state or territory of the United 
States or any of their agencies, instrumentalities or political subdivisions);

(2) Borrow money, except to the extent permitted under the 1940 Act (see “Borrowing” above);

(3) Make loans, except that the Fund may purchase or hold debt instruments in accordance with their investment 
objectives and policies; provided however, this restriction does not apply to repurchase agreements or loans of portfolio 
securities;

(4) Act as an underwriter of securities of other issuers except that, in the disposition of portfolio securities, it may be 
deemed to be an underwriter under the federal securities laws;

(5) Purchase or sell real estate, although the Fund may purchase securities of issuers which deal in real estate, 
securities which are secured by interests in real estate, and securities which represent interests in real estate, and they may 
acquire and dispose of real estate or interests in real estate acquired through the exercise of their rights as a holder of debt 
obligations secured by real estate or interests therein;

(6) Purchase or sell physical commodities, except that the Fund may purchase and financial transactions not 
requiring the delivery of physical commodities, including but not limited to, purchasing or selling commodity exchange-
traded funds or exchange-traded notes; and

(7) Issue senior securities, except for permitted borrowings or as otherwise permitted under the 1940 Act.

Restrictions (2) and (7) above shall be interpreted based upon no-action letters and other pronouncements of the staff 
of the Securities and Exchange Commission (“SEC”). Under current pronouncements, certain Fund positions may be 
excluded from the definition of “senior security” so long as the Fund maintains adequate cover, segregation of assets or 
otherwise. See “Borrowing” above.

For the purposes of restriction (1) above, industry classifications are determined for the Fund in accordance with the 
industry or sub-industry classifications established by the Global Industry Classification Standard (GICS). The Fund may use 
other classification titles, standards and systems from time to time, as it determines to be in the best interests of shareholders. 
These classifications are not fundamental policies of the Fund. The Fund may use other classification titles, standards and 
systems from time to time. The Fund may invest in underlying funds or ETFs that may concentrate their assets in one or more 
industries. The Fund may consider the investments of the underlying funds and ETFs in which it invests in determining 
compliance with this fundamental restriction.
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In addition, it is contrary to the Fund’s present policies, which may be changed without shareholder vote, to 
purchase any illiquid security, including any securities whose disposition is restricted under federal securities laws and 
securities that are not readily marketable, if, as a result, more than 15% of the Fund’s total assets (based on then-current 
value) would then be invested in such securities. For purposes of this restriction, the staff of the SEC is presently of the view 
that repurchase agreements maturing in more than seven days are subject to this restriction. Until that position is revised, 
modified or rescinded, the Fund will conduct its operations in a manner consistent with this view. This limitation on 
investment in illiquid securities does not apply to certain restricted securities, including securities pursuant to Rule 144A 
under the Securities Act and certain commercial paper that the Adviser has determined to be liquid under procedures 
approved by the Board.

PORTFOLIO TRANSACTIONS AND BROKERAGE ALLOCATION

Subject to the general supervision of the Trustees, the Adviser is responsible for, making decisions with respect to, 
and places orders for all purchases and sales of portfolio securities for the Fund. The Adviser shall manage the Fund’s 
portfolio in accordance with the terms of the Investment Advisory Agreement by and between the Adviser and the Fund (the 
“Advisory Agreement”). Under the Advisory Agreement, the Adviser selects the securities and manages the investments for 
the Fund and also selects broker-dealers to execute portfolio transactions, all subject to the oversight of the Board of 
Trustees. The Advisory Agreement is described in detail under “Management and Administration”. The Adviser serves as 
investment adviser for a number of client accounts, including the Fund. Investment decisions for the Fund will be made 
independently from those for any other series of the Trust, if any, and for any other investment companies and accounts 
advised or managed by the Adviser.

Brokerage Selection. In selecting brokers to be used in portfolio transactions, the Adviser’s general guiding 
principal is to obtain the best overall execution for each trade, which is a combination of price and execution. With respect to 
execution, the Adviser considers a number of judgmental factors, including, without limitation, the actual handling of the 
order, the ability of the broker to settle the trade promptly and accurately, the financial standing of the broker, the ability of 
the broker to position stock to facilitate execution, the Adviser’s past experience with similar trades and other factors that 
may be unique to a particular order. Recognizing the value of these judgmental factors, the Adviser may select brokers who 
charge a brokerage commission that is higher than the lowest commission that might otherwise be available for any given 
trade. The Adviser may not give consideration to sales of shares of the Fund as a factor in selecting brokers to execute 
portfolio transactions. The Adviser may, however, place portfolio transactions with brokers that promote or sell the Fund’s 
shares so long as such transactions are done in accordance with the policies and procedures established by the Trustees that 
are designed to ensure that the selection is based on the quality of the broker’s execution and not on the broker’s sales efforts.

Under Section 28(e) of the Securities Exchange Act of 1934, as amended (the “1934 Act”), and as provided in the 
Advisory Agreement, the Adviser is authorized to cause the Fund to pay a brokerage commission in excess of that which 
another broker might have charged for effecting the same transaction, in recognition of the value of brokerage and/or research 
services provided by the broker. The research received may include, without limitation: information on the United States and 
other world economies; information on specific industries, groups of securities, individual companies, political and other 
relevant news developments affecting markets and specific securities; technical and quantitative information about markets; 
analysis of proxy proposals affecting specific companies; accounting and performance systems that allow the Adviser to 
determine and track investment results; and trading systems that allow the Adviser to interface electronically with brokerage 
firms, custodians and other providers. Where a product or service has a mixed use among research, brokerage and other 
purposes, the Adviser will make a reasonable allocation according to the uses and will pay for the non-research and non-
brokerage functions in cash using its own funds.
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The research and investment information services described above make available to the Adviser for its analysis and 
consideration the views and information of individuals and research staffs of other securities firms. These services may be 
useful to the Adviser in connection with advisory clients other than the Fund and not all such services may be useful to the 
Adviser in connection with the Fund. Although such information may be a useful supplement to the Adviser’s own 
investment information in rendering services to the Fund, the value of such research and services is not expected to reduce 
materially the expenses of the Adviser in the performance of its services under the Advisory Agreement and will not reduce 
the management fees payable to the Adviser by the Fund.

The Fund may invest in securities traded in the over-the-counter market. Transactions in the over-the-counter market 
are generally principal transactions with dealers and the costs of such transactions involve dealer spreads rather than 
brokerage commissions. The Fund, where possible, deals directly with the dealers who make a market in the securities 
involved except in those circumstances where better prices and/or execution are available elsewhere. When a transaction 
involves exchange listed securities, the Adviser considers the advisability of effecting the transaction with a broker which is 
not a member of the securities exchange on which the security to be purchased is listed or effecting the transaction in the 
institutional market.

Aggregated Trades. While investment decisions for the Fund are made independently of the Adviser’s other client 
accounts, the Adviser’s other client accounts may invest in the same securities as the Fund. To the extent permitted by law, 
the Adviser may aggregate the securities to be sold or purchased for the Fund with those to be sold or purchased for other 
investment companies or accounts in executing transactions. When a purchase or sale of the same security is made at 
substantially the same time on behalf of the Fund and another investment company or account, the transaction will be 
averaged as to price and available investments allocated as to amount in a manner which the Adviser believes to be equitable 
to the Fund and such other investment company or account. In some instances, this investment procedure may adversely 
affect the price paid or received by the Fund or the size of the position obtained or sold by the Fund.

Portfolio Turnover. The annualized portfolio turnover rate for the Fund is calculated by dividing the lesser of 
purchases or sales of portfolio securities for the reporting period by the monthly average value of the portfolio securities 
owned during the reporting period. The calculation excludes all securities whose maturities or expiration dates at the time of 
acquisition are one year or less. Portfolio turnover of the Fund may vary greatly from year to year as well as within a 
particular year, and may be affected by cash requirements for redemption of shares and by requirements that enable the Fund 
to receive favorable tax treatment. Portfolio turnover will not be a limiting factor in making Fund decisions, and the Fund 
may engage in short-term trading to achieve its investment objectives. The Fund’s portfolio turnover rate for the fiscal period 
ended June 30, 2020 was 139%.
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PORTFOLIO HOLDINGS DISCLOSURE

The Board of Trustees of the Trust has adopted policies to govern the circumstances under which disclosure 
regarding securities held by the Fund and disclosure of purchases and sales of such securities may be made to shareholders of 
the Trust or other persons. These policies include the following:

13

● Public disclosure regarding the securities held by the Fund (“Portfolio Securities”) on a given day will not be 
made until the close of the next business day at least 24 hours after such day.

● Public disclosure regarding the Fund’s Portfolio Securities is made quarterly through the Fund’s Form N-Q and 
Semi-Annual and Annual Reports (“Official Reports”). Other than the Official Reports, shareholders and other 
persons generally may not be provided with information regarding Portfolio Securities held, purchased or sold by 
the Fund.

● Information regarding Portfolio Securities, and other information regarding the investment activities of the 
Portfolios, may be disclosed to rating and ranking organizations for use in connection with their rating or ranking 
of the Trust or the Fund, but only if such disclosure has been publicly disclosed or approved in writing by the 
Chief Compliance Officer of the Trust (the “CCO”). The CCO will not approve arrangements prior to public 
disclosure unless persons receiving the information provide assurances that the information will not be used for 
inappropriate trading in Fund shares.

● The Trust’s policy relating to disclosure of the Trust’s holdings of Portfolio Securities does not prohibit: (i) 
disclosure of information to the Trust’s investment adviser or to other Trust service providers, including but not 
limited to the Third Parties listed below or to brokers and dealers through which the Trust purchases and sells 
Portfolio Securities; and (ii) disclosure of holdings of or transactions in Portfolio Securities by the Fund that is 
made on the same basis to all Fund shareholders. This information is disclosed to third parties under conditions of 
confidentiality. “Conditions of confidentiality” include (i) confidentiality clauses in written agreements, (ii) 
confidentiality implied by the nature of the relationship (e.g., attorney-client relationship), (iii) confidentiality 
required by fiduciary or regulatory principles (e.g., custody relationships), and (iv) understandings or 
expectations between the parties that the information will be kept confidential.

● The CCO is required to approve any arrangements other than disclosure to service providers under which 
information relating to Portfolio Securities held by the Fund, or purchased or sold by the Fund is disclosed to a 
shareholder or other person before disclosure in the Official Reports. In making such a determination, the CCO 
may consider, among other things, the information to be disclosed, the timing of the disclosure, the intended use 
of the information, whether the arrangement is reasonably necessary to aid in conducting the ongoing business of 
the Fund, and whether the arrangement will adversely affect the Trust, the Fund or its shareholders. The CCO 
will not approve such arrangements unless persons receiving the information provide assurances that the 
information will not be used for inappropriate trading in Fund shares.

● The CCO shall inform the Board of Trustees of any special portfolio holdings disclosure arrangements that are 
approved by the CCO, and the rationale supporting approval.
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“Third Parties” or a “Third Party” means a person other than a Service Provider, an employee of a Service Provider, a Trustee 
of the Trust, or an officer of the Fund.

“Service Providers” or a “Service Provider” includes, but is not limited to, the investment adviser, administrator, custodian, 
transfer agent, fund accountant, principal underwriter, software or technology service providers, pricing and proxy voting 
service providers, research and trading service providers, auditors, accountants, and legal counsel, or any other entity that has 
a need to know such information in order to fulfill their contractual obligations to provide services to the Fund.

In order to protect the Fund from any trading practices or other use by a Third Party that could harm the Fund, 
Portfolio Holdings’ and other Fund-specific information must not be selectively released or disclosed except under the 
circumstances described below.

The Board will periodically review the list of entities that have received, other than through public channels, 
Portfolio Holdings data, to ensure that the disclosure of the information was in the best interest of shareholders, identify any 
potential for conflicts of interest and evaluate the effectiveness of its current portfolio holding policy.

The identity of such entities is provided below:

14

● Neither the Trust’s investment adviser nor the Trust (or any affiliated person, employee, officer, trustee or 
director of the investment adviser or the Trust) may receive any direct or indirect compensation in consideration 
of the disclosure of information relating to Portfolio Securities held, purchased or sold by the Fund.

Name of Recipient

Frequency of 
Holdings 

Disclosure Information Lag

Date of 

Information

Date Provided to 

Recipients

F/m Investments LLC (Adviser) Daily None Daily Daily

M3Sixty Administration, LLC 
(Administrator)

Daily None Daily Daily

MUFG Union Bank®, N.A.
(Custodian)

Daily None Daily Daily

BBD, LLP
(Independent Registered Public 
Accounting Firm)

As needed None As needed As needed

Practus, LLP
(Trust Counsel and Independent 
Trustee Counsel)

As needed None As needed As needed

Broadridge
(Proxy Voting Agent)

Daily None As needed As needed

Factset Daily None Daily Daily

Advent Daily None Daily Daily

Matrix 360 Distributors, LLC Daily None Daily Daily

Financial Recovery Technologies Daily None Daily Daily

Morningstar Quarterly 2 Weeks Daily Daily

ACA Performance Services, LLC As needed None As needed As needed

eVestment Quarterly 2 Weeks Quarterly Quarterly
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DESCRIPTION OF THE TRUST

The Trust, which is a statutory trust organized under Delaware law on May 29, 2015 is an open-end management 
investment company. The Trust’s Declaration of Trust (“Trust Instrument”) authorizes the Trustees to divide shares into 
series, each series relating to a separate portfolio of investments, and to classify and reclassify any unissued shares into one or 
more classes of shares of each such series. The Fund offers Investor Class shares and Institutional Class shares. The number 
of shares in the Trust shall be unlimited. The Trustees may classify and reclassify the shares of the Fund into additional 
classes of shares at a future date. When issued for payment as described in the Prospectus and this SAI, shares of the Fund 
will be fully paid and non-assessable and shall have no preemptive or conversion rights.

In the event of a liquidation or dissolution of the Trust or individual series, such as the Fund, shareholders of a 
particular series would be entitled to receive the assets available for distribution belonging to such series. Shareholders of a 
series are entitled to participate equally in the net distributable assets of the particular series involved on liquidation, based on 
the number of shares of the series that are held by each shareholder. If there are any assets, income, earnings, proceeds, funds 
or payments that are not readily identifiable as belonging to any particular series, the Trustees shall allocate them among any 
one or more of the series as they, in their sole discretion, deem fair and equitable.

Shareholders are entitled to one vote for each full share and a fractional vote for each fractional share held. Shares 
have non-cumulative voting rights, which mean that the holders of more than 50% of the shares voting for the election of 
Trustees can elect 100% of the Trustees, and in this event, the holders of the remaining shares voting will not be able to elect 
any Trustees. Rights of shareholders cannot be modified by less than a majority vote.

The Trustees will hold office indefinitely, except that: (1) any Trustee may resign or retire and (2) any Trustee may 
be removed: (a) any time by action of a majority of the Trustees at a duly constituted meeting; (b) at any meeting of 
shareholders of the Trust by a vote of two-thirds of the outstanding shares of the Trust; or (c) by a written declaration signed 
by shareholders holding not less than two-thirds of the outstanding shares of the Trust. In case a vacancy or an anticipated 
vacancy on the Board of Trustees shall for any reason exist, the vacancy shall be filled by the affirmative vote of a majority 
of the remaining Trustees, subject to certain restrictions under the 1940 Act.

The Trust Instrument provides that the Trustees will not be liable in any event in connection with the affairs of the 
Trust, except as such liability may arise from a Trustee’s bad faith, willful misfeasance, gross negligence, or reckless 
disregard of duties. With the exceptions stated, the Trust Instrument provides that a Trustee or officer is entitled to be 
indemnified against all liability in connection with the affairs of the Trust.

The Trust will not hold an annual shareholders’ meeting unless required by law. There will normally be no annual 
meeting of shareholders in any year in which the election of Trustees by shareholders is not required by the 1940 Act. As set 
forth in the Trust’s By-Laws, shareholders of the Trust have the right, under certain conditions, to call a special meeting of 
shareholders, including a meeting to consider removing a Trustee.
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BOARD OF TRUSTEES, OFFICERS AND PRINCIPAL SHAREHOLDERS

The Trustees are responsible for the management and supervision of the Fund. The Trustees approve all significant 
agreements between the Trust, on behalf of the Fund, and those companies that furnish services to the Fund; review 
performance of the Fund; and oversee activities of the Fund. This section of the SAI provides information about the persons 
who serve as Trustees and Officers to the Trust and Fund, respectively, as well as the entities that provide services to the 
Fund.

Trustees and Officers. Following are the Trustees and Officers of the Trust, their year of birth and address, their 
present position with the Trust, and their principal occupation during the past five years. As described above under 
“Description of the Trust”, each of the Trustees of the Trust will generally hold office indefinitely. The Officers of the Trust 
will hold office indefinitely, except that: (1) any Officer may resign or retire and (2) any Officer may be removed any time by 
written instrument signed by at least two-thirds of the number of Trustees prior to such removal. In case a vacancy or an 
anticipated vacancy on the Board of Trustees shall for any reason exist, the vacancy shall be filled by the affirmative vote of a 
majority of the remaining Trustees, subject to certain restrictions under the 1940 Act. Those Trustees who are “interested 
persons” (as defined in the 1940 Act) by virtue of their affiliation with either the Trust or the Adviser, are indicated in the 
table. The address of each trustee and officer is 4300 Shawnee Parkway, Suite 100, Fairway, KS 66205.
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Name and Year of 
Birth

Position(s) 

Held
with Trust

Length 

of 
Service

Principal Occupation(s)
During Past 5 Years

Number 

of Series 
Overseen

Other 
Directorships

During Past 5 
Years

Independent Trustees

Kelley J. Brennan 
– 1942

Trustee Since

2015
Retired; Partner, PricewaterhouseCoopers 
LLP (an accounting firm) (1981-2002).

3 None

Steven D. Poppen 
– 1968

Trustee Since

2015
Executive Vice President and Chief 
Financial Officer, Minnesota Vikings 
(professional sports organization) (1999 to 
present).

3 360 Funds Trust 
(7 portfolios) 
(2018- present)

Tobias Caldwell –
1967

Trustee Since
2016

Managing Member, Genovese Family 
Enterprises, LLC (family office) (1999-
present); Managing Member, PTL Real 
Estate LLC (real estate/investment firm) 
(2000-9/2019); Manager Member, Bear 
Properties, LLC (real estate firm) (2006-
present).

3 AlphaCentric 
Prime Meridian 
Income Fund 
(2018- present); 
Strategy Shares 
(2016– present) 
(3 funds); Mutual 
Fund & Variable 
Insurance Trust 
(2010–present) 
(13 funds); 
Mutual Fund 
Series Trust, 
comprised of 40 
funds (2006–
present)
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Name and Year 

of Birth

Position(s) 
Held

with Trust

Length of 

Service

Principal Occupation(s)

During Past 5 Years

Number of 
Series 

Overseen

Other 
Directorships
During Past 5 

Years

Interested Trustee*

Randall K. 
Linscott –

1971

Trustee and 
President

Since
2015

Chief Executive Officer, M3Sixty 
Administration, LLC (2013-present); 
Managing Member, M3Sixty Holdings, 
LLC, (2011–present).

3 360 Funds Trust
(7 portfolios)

Officers

András P. 
Teleki – 1971

Chief 
Compliance 
Officer and 
Secretary

Since
2016

Chief Legal Officer, M3Sixty 
Administration, LLC, M3Sixty 
Holdings, LLC, Matrix 360 
Distributors, LLC, and M3Sixty 
Advisors, LLC (2015-present); Chief 
Compliance Officer and Secretary, 360 
Funds (2015-present); Chief 
Compliance Officer and Secretary, WP 
Trust (2016-present); Secretary, 
Monteagle Funds (2015-2016); 
Secretary and Assistant Treasurer, 
Capital Management Investment Trust 
(2015-2016); Partner, K&L Gates, 
(2001-2015).

N/A N/A
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Name and Year 

of Birth

Position(s) 
Held

with Trust

Length 
of 

Service

Principal Occupation(s)

During Past 5 Years

Number of 
Series 

Overseen

Other 
Directorships
During Past 

5 Years

Larry E. Beaver, 
Jr. – 1969

Assistant 
Treasurer

Since
2017

Fund Accounting, Administration and Tax 
Officer, M3Sixty Administration, LLC 
(2017-Present); Director of Fund 
Accounting & Administration, M3Sixty 
Administration, LLC (2005-2017); Chief 
Accounting Officer, Amidex Funds, Inc. 
(2003-Present); Assistant Treasurer, Capital 
Management Investment Trust (July 2017-
July 2018); Assistant Treasurer, M3Sixty 
Funds Trust (July 2017-Present; Assistant 
Treasurer, WP Funds Trust (July 2017-
Present); Treasurer and Assistant Secretary, 
Capital Management Investment Trust 
(2008-July 2017); Treasurer, 360 Funds 
Trust (2007-2017); Treasurer, M3Sixty 
Funds Trust (2015-July 2017); Treasurer, 
WP Trust (2015-July 2017); Treasurer and 
Chief Financial Officer, Monteagle Funds 
(2008-2016).

N/A N/A

Brandon J. Byrd 
– 1981

Assistant 
Secretary and 
Anti-Money 
Laundering 
(“AML”) 
Officer

Vice President

Since 
2015

Since
2018

Chief Operating Officer, M3Sixty 
Administration LLC (2012-present); Chief 
Operations Officer, Matrix Capital Group, 
Inc. (2015-present); Assistant Secretary and 
Assistant Treasurer, WP Trust (2016-
present); Assistant Secretary and AML 
Compliance Officer, 360 Funds (2013-
present); Assistant Secretary and AML 
Compliance Officer, Monteagle Funds 
(2013-2016).

N/A N/A

John H. Lively –
1969

Assistant 
Secretary

Since
2017

Managing Partner, Practus, LLP (law firm) 
(2010-present).

N/A N/A

Ted L. Akins –
1974

Assistant 
Secretary

Since
2018

Vice President of Operations, M3Sixty 
Administration, LLC (2012-present).  

N/A N/A

Bo J. Howell –
1981

Assistant 
Secretary

Since
2020

Partner, Practus LLP (2018-present); CEO 
of Joot (2018-present); Director of Fund 
Administration, Ultimus Fund Solutions, 
LLC (2014-2018)

N/A N/A

* The Interested Trustee is an Interested Trustee because he is an officer and Chief Executive Officer of the 
Administrator.
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Board Structure. The Trust’s Board of Trustees includes three independent Trustees and one interested Trustee, 
Mr. Linscott. Mr. Linscott serves as the Chairman of the Board. The Trustees have determined that the Trust’s current 
leadership structure is appropriate, as it allows Trust management to communicate with each independent Trustee as and 
when needed, and permits each independent Trustee to be involved in each committee of the Board (each a “Committee”) as 
well as each Board function. With respect to risk oversight, the Board holds quarterly meetings each year to consider and 
address matters involving the Trust and the Fund. During these meetings, the Board receives reports from the Fund’s 
administrator, transfer agent and distributor, and Trust management, including the Trust’s President, Mr. Linscott, and the 
Trust’s Chief Compliance Officer, Mr. Teleki, on regular quarterly items and, where appropriate and as needed, on specific 
issues. As part of its oversight function, the Board also may hold special meetings or communicate directly with the Trust’s 
officers to address matters arising between regular meetings. The Board has established a committee structure that includes 
an Audit Committee (discussed in more detail below). The Audit Committee is comprised entirely of independent Trustees.

Qualification of Trustees. The Board has considered each Trustee’s experience, qualifications, attributes and skills 
in light of the Board’s function and the Trust’s business and structure, and has determined that each Trustee possesses 
experience, qualifications, attributes and skills that enable the Trustee to be an effective member of the Board. In this regard, 
the Board has considered the following specific experience, qualifications, attributes and/or skills for each Trustee:

19

Kelley J. Brennan Mr. Brennan brings years of financial and accounting expertise having worked for 
PricewaterhouseCoopers LLP, an international accounting firm, for over 30 years including over 20 years 
providing audit and other related services to investment companies. He also has prior investment company 
board experience serving as a trustee of the PNC Funds for five years.

Steven D. Poppen Mr. Poppen is currently the Executive Vice President and Chief Financial Officer for the Minnesota 
Vikings professional football team. In his role, Mr. Poppen is responsible for all financial aspects of the 
team, including business planning, budgeting, day-to-day financial and administrative operations, human 
resources, facilities, and U.S. Bank Stadium project financing. Prior to joining the Vikings’ organization, 
Mr. Poppen was a Certified Public Accountant in the business assurance group of PricewaterhouseCoopers 
LLP. Mr. Poppen currently is a member of the Twin Cities Habitat for Humanity board of directors and 
previously held board of director positions with a number of nonprofit organizations.

Tobias Caldwell Mr. Caldwell is the manager of a real estate investment firm. Mr. Caldwell has served on the board of a 
mutual fund complex for over ten years, including as chair of the audit committee for many years. Mr. 
Caldwell’s experience in the real estate and investment industries provide the Board with an additional 
perspective and understanding of the Fund’s investment strategies.

Randall K. 
Linscott

Mr. Linscott has over 20 years’ experience with a wide range of financial services companies, including 
service at PricewaterhouseCoopers LLP, an international public accounting firm, as well as Boston 
Financial Data Services, a transfer agency, prior to his role at M3Sixty Administration, LLC and with the 
Trust.

Page 24 of 54

8/2/2021https://doc.morningstar.com/document/13277d529438ef91b7651bcc59da40a9.msdoc/?key=...



The Board has determined that each of the Trustees’ careers and background, combined with their interpersonal 
skills and general understanding of financial and other matters, enable the Trustees to effectively participate in and contribute 
to the Board’s functions and oversight of the Trust. References to the qualifications, attributes and skills of Trustees are 
pursuant to requirements of the SEC, do not constitute holding out the Board or any Trustee as having any special expertise 
or experience, and shall not impose any greater responsibility on any such person or on the Board by reason thereof.

Trustee Standing Committees. The Trustees have established the following standing committees:

Audit Committee: All of the Independent Trustees are members of the Audit Committee. The Audit Committee oversees the 
Fund’s accounting and financial reporting policies and practices, reviews the results of the annual audits of the Fund’s 
financial statements, and interacts with the Fund’s independent registered public accountants on behalf of all the Trustees. 
The Audit Committee also serves as the Trust’s qualified legal compliance committee. The Audit Committee operates 
pursuant to an Audit Committee Charter and meets periodically as necessary. The Audit Committee met two times in the 
fiscal year ended June 30, 2020.

Nominating and Corporate Governance Committee: All of the Independent Trustees are members of the Nominating and 
Corporate Governance Committee. The Nominating and Corporate Governance Committee’s purposes, duties and powers are 
set forth in its written charter included as Appendix B. This charter also describes the process by which shareholders of the 
Trust may make nominations. The Nominating and Corporate Governance Committee meets only as necessary and met once 
during the fiscal year ended June 30, 2020.

Proxy Voting Committee: All of the Independent Trustees are members of the Proxy Voting Committee. The Proxy Voting 
Committee will determine how the Fund should cast its votes, if called upon by the Board or the Adviser, when a matter with 
respect to which the Fund is entitled to vote presents a conflict between the interests of the Fund’s shareholders, on the one 
hand, and those of the Fund’s Adviser, principal underwriter or an affiliated person of the Fund, its investment adviser, or 
principal underwriter, on the other hand. The Proxy Voting Committee will also review the Trust’s Proxy Voting Policy and 
recommend any changes to the Board as it deems necessary or advisable. The Proxy Voting Committee meets only as 
necessary and did not meet during the fiscal year ended June 30, 2020.

Fair Value Committee. In addition to the foregoing Committees established by the Board, the Trust has also established a 
Fair Value Committee. A representative of the adviser/sub-adviser (as applicable) and Messrs. Brennan, Beaver, Byrd and 
Teleki are members of the Fair Value Committee. Mr. Byrd and Mr. Teleki (or his designee) serve in an advisory role and are 
non-voting members of the Fair Value Committee. The Fair Value Committee oversees the valuation of restricted securities 
and any other security that may be purchased for the Trust’s portfolio for which a readily available market quotation is not 
available and implements guidelines and instructions adopted by the Board regarding the valuation of restricted securities 
held by the Fund focusing on such important factors, among others, as valuation, liquidity and availability of relevant 
information. The Fair Value Committee reviews relevant market conditions for any restricted security held by the Fund on a 
daily basis to determine the appropriate value for such restricted security. The Fair Value Committee did not meet during the 
fiscal year ended June 30, 2020.

20
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Trustees’ Ownership of Fund Shares. The table below shows for each Trustee the amount of Fund equity 
securities beneficially owned by each Trustee and the aggregate value of all investments in equity securities of the Fund 
complex, as of a valuation date of December 31, 2019 and stated as one of the following ranges: A = None; B = $1-
$10,000; C = 10,001-$50,000; D = $50,001-100,000; and E = over $100,000.

Compensation. Officers of the Trust and Trustees who are “interested persons” of the Trust or the Adviser will 
receive no salary or fees from the Trust. Officers of the Trust and interested Trustees do receive compensation directly from 
certain service providers to the Trust. Effective April 24, 2019, each Trustee who is not an “interested person” receives a fee 
of $5,000 each year, plus a fee of $1,500 per Fund each year, and $200 per Fund per Board or committee meeting attended. 
Prior to April 24, 2019, each Trustee who is not an “interested person” received a fee of $1,500 per Fund each year plus $200 
per Fund per Board or committee meeting attended. The Trust reimburses each Trustee and officer for his or her travel and 
other expenses relating to attendance at such meetings.

*       Figures are for the fiscal year ended June 30, 2020. Each of the Trustees serves each of the Fund.

Control Persons and Principal Holders of Securities. As of October 2, 2020, the Trustees and officers of the Trust 
as a group owned beneficially (i.e., directly or indirectly had voting and/or investment power) less than 1% of the then 
outstanding shares of the Fund.

21

Name of Director

Dollar Range of
Equity Securities in the 

Fund

Aggregate Dollar Range of Equity 
Securities in All Registered Investment 

Companies Overseen by Director in 

Family of Investment Companies

Independent Trustees

Kelley J. Brennan Focused Fund A A

Steven D. Poppen Focused Fund A A

Tobias Caldwell Focused Fund A A

Interested Trustee

Randall K. Linscott Focused Fund A A

Name of Trustee

Aggregate 
Compensation

From the Fund*

Pension or Retirement 
Benefits Accrued As 

Part of
Fund Expenses

Estimated Annual 
Benefits

Upon Retirement

Total Compensation 
From

Fund and Fund 
Complex

Paid to Trustees*

Independent Trustees

Kelley J. Brennan $4,467 N/A N/A $13,400

Steven D. Poppen $4,467 N/A N/A $13,400

Tobias Caldwell $4,467 N/A N/A $13,400

Interested Trustee

Randall K. Linscott None None None None
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A principal shareholder is any person who owns (either of record or beneficially) 5% or more of the outstanding 
shares of the respective Fund. A control person is one who owns, either directly or indirectly, more than 25% of the voting 
securities of the Fund or acknowledges the existence of such control. As a controlling shareholder, each of these persons 
could control the outcome of any proposal submitted to the shareholders for approval, including changes to the Fund’s 
fundamental policies or the terms of the investment advisory agreement. As of October 2, 2020, the following persons were 
record owners (or to the knowledge of the Trust, beneficial owners) of 5% or more of the shares of the respective Fund.

EXPENSES

The Fund’s expenses include taxes, interest, fees and salaries of the Trust’s Trustees and officers who are not 
trustees, officers or employees of the Fund’s service contractors, SEC fees, state securities qualification fees, costs of 
preparing and printing prospectuses for regulatory purposes and for distribution to existing shareholders, advisory and 
administration fees, charges of the custodian and of the transfer and dividend disbursing agent, certain insurance premiums, 
outside auditing and legal expenses, costs of shareholder reports and shareholder meetings and any extraordinary expenses. 
The Fund also pay for brokerage fees and commissions (if any) in connection with the purchase and sale of portfolio 
securities.

MANAGEMENT AND ADMINISTRATION

Investment Adviser. F/m Investments LLC (the “Adviser”), subject to the authority of the Board, is responsible for 
the overall management and administration of the Fund’s business affairs. The Adviser commenced business operations in 
June 2019 and is registered with the SEC as an investment adviser. As of September 30, 2020, the Adviser provided 
investment advice with respect to over $504.9 million in regulatory assets. The Adviser’s principal address is 3050 K Street, 
NW, Suite W-170, Washington, DC 20007.

The Adviser supervises the Fund’s investments pursuant to an investment advisory agreement with the Trust with 
respect to the Fund. Under the investment advisory agreement with respect to the Fund, the Adviser receives a fee from the 
Fund calculated at the annual rate of 0.70% of the average daily net assets of the Fund.

The investment advisory agreement is effective for an initial two-year period and will be renewed thereafter only so 
long as such renewal and continuance is specifically approved at least annually by the Trustees or by vote of a majority of the 
Fund’s outstanding voting securities, provided the continuance is also approved by a majority of the Trustees who are not 
parties to the investment advisory agreements or interested persons of any such party.
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Investor Class Shares
Name and Address of Principal Holder Percentage Owned of Record
Charles Schwab & Co Inc.
211 Main Street
San Francisco, CA 94105

88.69%

National Financial Services LLC
499 Washington Blvd
Jersey City, NJ 07310

9.00%

Institutional Class Shares
Name and Address of Principal Holder Percentage Owned of Record
National Financial Services LLC
499 Washington Blvd
Jersey City, NJ 07310

99.33%
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Subject to the investment advisory agreement between the Trust and the Adviser with respect to the Fund, the 
Adviser manages the Fund’s investments subject to approval of the Board of Trustees and pays all of the expenses of the 
Fund except costs of membership in trade associations, SEC registration fees and related expenses, brokerage, taxes, 
litigation expenses, fees and expenses of non-interested Trustees and extraordinary expenses.

The Adviser manages the operations of the Fund and manages, or directs the management of, the Fund’s 
investments in accordance with the stated policies of the Fund, subject to the approval of the Trustees.

Under the Fund’s investment advisory agreement, the Adviser is not liable for any error of judgment or mistake of 
law or for any loss suffered by the Fund in connection with the performance of such investment advisory agreements, except 
a loss resulting from a breach of fiduciary duty with respect to the receipt of compensation for services; or a loss resulting 
from willful misfeasance, bad faith, or gross negligence on the part of the Adviser in the performance of its duties; or from its 
reckless disregard of its duties and obligations under the investment advisory agreements.

The Trust and the Adviser with respect to the Fund have also entered an expense limitation agreement under which 
the Adviser has agreed to waive or reduce its fees and to assume other expenses of the Fund, if necessary, in an amount that 
limits annual operating expenses (exclusive of interest, borrowing expenses, distribution fees pursuant to Rule 12b-1 plans, 
taxes, acquired fund fees and expenses, brokerage fees and commissions, dividend expenses on short sales, litigation 
expenses, other expenditures which are capitalized in accordance with generally accepted accounting principles and other 
extraordinary expenses not incurred in the ordinary course of the Fund’s business) to not more than 0.90% for the Fund 
through at least October 31, 2021. As a result, the Fund’s “Total Annual Fund Operating Expenses” (exclusive of the items 
noted above with respect to the Fund’s expense limitation agreement) will be limited as indicated in the Prospectus. It is 
expected that these contractual expense limitation agreements will continue from year-to-year provided such continuance is 
approved by the Board of Trustees of the Fund.
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The table below shows the management fees paid by the Fund to the prior investment adviser for the fiscal year and 
period noted below: 

For the period 

July 1, 2019 to 
January 31, 2020

For the Fiscal 

Year Ended June 
30, 2019

For the Fiscal

Year Ended
June 30, 2018

Gross Advisory Fees $197,313 $287,652 $142,553

Waiver of Advisory Fees $(77,843) $(117,193) $(99,798)

Reimbursement of Other Expenses $0 $0 $0

Net Advisory Fees $119,470 $170,459 $42,755

The table below shows the management fees paid by the Fund to the Adviser for the period noted below: 

For the period 
February 1, 2020 
to June 30, 2020

Gross Advisory Fees $134,518

Waiver of Advisory Fees $(90,431)

Reimbursement of Other Expenses $0

Net Advisory Fees $44,087
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In addition to the management fee described above, the Adviser may also receive certain benefits from its 
management of the Fund in the form of brokerage or research services received from brokers under arrangements under 
Section 28(e) of the 1934 Act and the terms of the Fund’s investment advisory agreements. For a description of these 
potential benefits, see the description under “Portfolio Transactions And Brokerage Allocation -- Brokerage Selection.”

The following table lists the total amount of brokerage commissions paid by the Fund for the fiscal year and period noted:

Portfolio Manager. The portfolio manager is responsible for the day-to-day management of the Fund and is 
compensated with a base salary, plus a discretionary bonus. The bonus is determined by the business unit’s revenue and 
profitability as well as the individual’s contribution to the business unit. The bonus is discretionary and is not based 
specifically on portfolio performance.

As of June 30, 2020, the portfolio manager was responsible for managing the following types of accounts (other 
than the Fund):

Ownership of Securities. The table below shows the amount of Fund equity securities beneficially owned by each 
portfolio manager as of June 30, 2020 stated as one of the following ranges: A = None; B = $1-$10,000; C = $10,001-
$50,000; D = $50,001-$100,000; E = $100,001-$500,000; F = $500,001-$1,000,000; and G = over $1,000,000.
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For the Fiscal Year Ended
June 30, 2020

For the Fiscal Year Ended
June 30, 2019

For the Fiscal Year Ended
June 30, 2018

$10,674 $13,398 $8,247

Portfolio Manager
Registered Investment 

Companies

Other Pooled 

Investment Vehicles 
Managed Other Accounts Managed

Number

Total Assets 

(in millions) Number

Total Assets 

(in millions) Number

Total Assets 

(in millions)

Francisco J. Bido
(Portfolio Manager)

0 $0 0 $0 37 $54

Alexander R. Morris
(Portfolio Manager)

1 $5.7 0 $0 38 $62.3

Name of Portfolio Manager Dollar Range of Equity Securities in the Fund

Francisco J. Bido D

Alexander R. Morris E
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Conflicts of Interest. As described above, the portfolio managers provide investment advisory and other services to 
clients other than the Fund. In addition, the portfolio managers may carry on investment activities for their own account(s) 
and/or the accounts of family members. Except as described above, none of the portfolio managers beneficially own any 
equity securities of the Fund. The Fund has no interest in these activities. As a result of the foregoing, the portfolio managers 
are engaged in substantial activities other than on behalf of the Fund, and may have differing economic interests in respect of 
such activities and may have conflicts of interest in allocating investment opportunities.

There may be circumstances under which the portfolio managers will cause one or more other accounts to commit a 
larger percentage of their assets to an investment opportunity than the percentage of the Fund’s assets that the portfolio 
manager commits to such investment. There also may be circumstances under which the portfolio managers purchase or sell 
an investment for the other accounts and do not purchase or sell the same investment for the Fund, or purchase or sell an 
investment for the Fund and do not purchase or sell the same investment for the other accounts. It is generally the Adviser’s 
policy that investment decisions for all accounts that a portfolio manager manages be made based on a consideration of their 
respective investment objectives and policies, and other needs and requirements affecting the accounts and that investment 
transactions and opportunities be fairly allocated among the Fund and other accounts. For example, the Adviser has written 
policies and procedures with respect to allocation of block trades and/or investment opportunities among the Fund and other 
clients of the Adviser. When feasible, the portfolio managers will group or block various orders to more efficiently execute 
orders and receive reduced commissions in order to benefit the Fund and the Adviser’s other client accounts.

Administrator and Transfer Agent. M3Sixty Administration, LLC (the “Administrator”), with principal offices at 
4300 Shawnee Mission Parkway, Suite 100, Fairway, KS 66205, provides accounting, administrative, transfer agency, 
dividend disbursing agency, and shareholder servicing agency services for the Trust pursuant to an Investment Company 
Services Agreement (the “Services Agreement”). Under the Services Agreement, the Administrator is responsible for a wide 
variety of functions, including but not limited to: (a) Fund accounting services; (b) financial statement preparation; (c) 
valuation of the Fund’s portfolio securities; (d) pricing the Fund’s shares; (e) assistance in preparing tax returns; (f) 
preparation and filing of required regulatory reports; (g) communications with shareholders; (h) coordination of Board and 
shareholder meetings; (i) monitoring the Fund’s legal compliance; and (j) maintaining shareholder account records.

The table below shows the administrative fees the Fund paid the Administrator for the fiscal year and period indicated:

* $25,000 of these fees were waived by the Administrator. 
** $25,173 of these fees were waived by the Administrator.

Distributor. Shares of the Fund are offered on a continuous basis through Matrix 360 Distributors, LLC (the 
“Distributor”), located at 4300 Shawnee Mission Parkway, Suite 100, Fairway, Kansas 66205, as distributor pursuant to a 
distribution agreement between the Distributor and the Fund. The Distributor is not obligated to sell any specific amount of 
Fund shares.

The Fund has adopted a Distribution Plan (“Plan”) pursuant to Rule 12b-1 of the 1940 Act (see “Administration –
Distribution of Shares” in the Prospectus and “Purchases, Redemptions and Special Shareholder Services – Additional 
Information” below). As required by Rule 12b-1, the Plan (together with the Distribution Agreement) was approved by the 
Trustees and separately by a majority of the Trustees who are not interested persons of the Trust and who have no direct or 
indirect financial interest in the operation of the Plan and the Distribution Agreement. The Plan provides that the Trust’s 
Treasurer shall provide to the Trustees, at least quarterly, a written report of the amounts expended pursuant to the Plan and 
the purposes of such expenditures. The continuation of the Plan must be considered by the Trustees annually.
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For the Fiscal Year Ended 
June 30, 2020

For the Fiscal Year Ended 
June 30, 2019

For the Fiscal Year Ended
June 30, 2018

$153,026 $117,375* $74,782**
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Potential benefits of the Plan to the Fund include improved shareholder services and savings to the Fund in certain 
operating expenses. It is anticipated that the Plan will benefit shareholders because an effective sales program typically is 
necessary in order for the Fund to reach and maintain a sufficient size to achieve efficiently investment objectives and to 
realize economies of scale.

Under the Plan, the Fund may use 12b-1 fees to compensate broker-dealers (including, without limitation, the 
Distributor) for sales of Fund shares, or for other expenses associated with distributing Fund shares. The Fund may expend 
up to 0.25% for Investor Class shares of the Fund’s average daily net assets annually to pay for any activity primarily 
intended to result in the sale of shares of the Fund and the servicing of shareholder accounts, provided that the Trustees have 
approved the category of expenses for which payment is being made. Under ordinary circumstances, the Fund expects sales 
of Fund shares to involve a payment to broker-dealers; however, certain sales of Fund shares (e.g., sales to: (1) to current and 
retired officers and Trustees of the Trust; to clients (including custodial, agency, advisory and trust accounts) and current and 
retired officers and employees of the Adviser; to officers and employees of M3Sixty and the Distributor; to persons 
associated with law firms, consulting firms and others providing services to the Trust; and to such persons’ spouses, parents, 
siblings and lineal descendants and their beneficial accounts; or (2) to investors purchasing amounts of Investor Class shares 
greater than $3 million) may be made with or without remitting compensation to any broker-dealer.

For the fiscal year ended June 30, 2020, the total amounts paid by the Investor Class shares of the Fund to the 
Distributor the Fund’s Plan are summarized below.

Custodian. MUFG Union Bank®, N.A. serves as custodian for the Fund’s assets. The Custodian acts as the 
depository for the Fund, safekeeps their portfolio securities, collects all income and other payments with respect to portfolio 
securities, disburses monies at the Fund’s request and maintains records in connection with its duties as Custodian. For its 
services as Custodian, the Custodian is entitled to receive from the Fund an annual fee based on the average net assets of the 
Fund held by the Custodian plus additional out-of-pocket and transaction expenses incurred by the Fund.

Independent Registered Public Accounting Firm. The Trustees have selected the firm of BBD, LLP, 1835 Market 

Street, 3rd Floor, Philadelphia, PA 19103, to serve as independent registered public accountants for the Fund for the fiscal 
year ended June 30, 2021 and to audit the annual financial statements of the Fund, prepare the Fund’s tax returns, including 
but not limited to the Fund’s federal, state and excise taxes, and consult with the Fund on matters of accounting and federal 
and state income taxation.
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Independent registered public accountants will audit the financial statements of the Fund at least once each year. 
Shareholders will receive annual audited and semi-annual (unaudited) reports when published and written confirmation of all 
transactions in their account. A copy of the most recent Annual Report will accompany the SAI whenever a shareholder or a 
prospective investor requests it.

Legal Counsel. Practus, LLP located at 11300 Tomahawk Creek Parkway, Ste. 310, Leawood, KS 66211 serves as 
legal counsel to the Trust and the independent Trustees.

CODE OF ETHICS

The Trust, the Adviser and the Distributor each have adopted a code of ethics, as required by applicable law, which 
is designed to prevent affiliated persons of the Trust, the Adviser and the Distributor from engaging in deceptive, 
manipulative, or fraudulent activities in connection with securities held or to be acquired by the Fund (which may also be 
held by persons subject to a code). Each code permits the applicable entity’s employees and officers to invest in securities, 
subject to certain restrictions and pre-approval requirements. In addition, the Trust’s, Distributor’s and Adviser’s codes 
require that portfolio managers and other investment personnel of the Adviser report their personal securities transactions and 
holdings, which are reviewed for compliance with the code of ethics.

PROXY VOTING POLICIES

The Trust has adopted a proxy voting and disclosure policy that delegates to the Adviser the authority to vote 
proxies for the Fund, subject to oversight of the Trustees. Copies of the Trust’s Proxy Voting Policies and Procedures and the 
Adviser’s Proxy Voting Policy are included as Appendix A to this SAI.

Each year the Fund is required to file Form N-PX stating how the Fund voted proxies relating to portfolio securities 
during the most recent 12-month period ended June 30, within 60 days after the end of such period. Information regarding 
how the Fund voted proxies as set forth in its most recent filing of Form N-PX will be available (1) without charge, upon 
request, by calling the Fund at (888) 553-4233; and (2) on the SEC’s website at http://www.sec.gov.

PURCHASES, REDEMPTIONS AND SPECIAL SHAREHOLDER SERVICES

Purchases. Reference is made to “Purchasing Shares” in the Prospectus for more information concerning how to 
purchase shares. Specifically, potential investors should refer to the Prospectus for information regarding purchasing shares 
by mail or bank wire, and for information regarding telephone orders. Potential investors should also refer to the Prospectus 
for information regarding the Fund’s Institutional shares, and their respective fees and expenses. The Prospectus also 
describes the Fund’s automatic investment plan and certain rights reserved by the Fund with respect to orders for Fund 
shares. The following information supplements the information regarding share purchases in the Prospectus:

Pricing of Orders. Shares of the Fund will be offered and sold on a continuous basis. The purchase price of shares 
of the Fund is based on the net asset value next determined after the order is received, subject to the order being accepted by 
the Fund in good form. Net asset value is normally determined at 4:00 p.m. Eastern time, as described under “Net Asset 
Value” below.

Regular Accounts. The regular account allows for voluntary investments to be made at any time. Available to 
individuals, custodians, corporations, trusts, estates, corporate retirement plans, and others, investors are free to make 
additions and withdrawals to or from their account as often as they wish. When an investor makes an initial investment in the 
Fund, a shareholder account is opened in accordance with the investor’s registration instructions. Each time there is a 
transaction in a shareholder account, such as an additional investment or the reinvestment of a dividend or distribution, the 
shareholder will receive a confirmation statement showing the current transaction and all prior transactions in the shareholder 
account during the calendar year to date, along with a summary of the status of the account as of the transaction date.
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Purchases in Kind. The Fund may accept securities in lieu of cash in payment for the purchase of shares in the 
Fund. The acceptance of such securities is at the sole discretion of the Adviser based upon the suitability of the securities 
accepted for inclusion as a long-term investment of the Fund, the marketability of such securities, and other factors that the 
Adviser may deem appropriate. If accepted, the securities will be valued using the same criteria and methods as described in 
“Investing in the Fund – Pricing of Shares” in the Prospectus.

Share Certificates. The Fund normally does not issue stock certificates. Evidence of ownership of shares is 
provided through entry in the Fund’s share registry. Investors will receive periodic account statements (and, where 
applicable, purchase confirmations) that will show the number of shares owned.

Redemptions. Reference is made to “Redeeming Shares” in the Prospectus for more information concerning how to 
redeem shares. Specifically, investors wishing to redeem shares in the Fund should refer to the Prospectus for information 
regarding redeeming shares by mail, telephone/fax or bank wire. The Prospectus also describes the Fund’s policy regarding 
accounts that fall below the Fund’s required minimums, redemptions in kind, signature guarantees and other information 
about the Fund’s redemption policies. The following information supplements the information regarding share redemptions 
in the Prospectus:

Suspension of Redemption Privileges and Postponement of Payment. The Fund may suspend redemption 
privileges or postpone the date of payment (i) during any period that the NYSE is closed for other than customary weekend 
and holiday closings, or that trading on the NYSE is restricted as determined by the SEC; (ii) during any period when an 
emergency exists as defined by the rules of the SEC as a result of which it is not reasonably practicable for the Fund to 
dispose of securities owned by it, or to determine fairly the value of its assets; and (iii) for such other periods as the SEC may 
permit. The Fund may also suspend or postpone the recordation of the transfer of shares upon the occurrence of any of the 
foregoing conditions. Any redemption may be more or less than the shareholder’s cost depending on the market value of the 
securities held by the Fund. No charge is made by the Fund for redemptions other than the redemptions of shares held for less 
than 90 days and possible charge for wiring redemption proceeds.

Involuntary Redemptions. In addition to the situations described in the Prospectus under “Redeeming Shares,” the 
Fund may redeem shares involuntarily to reimburse the Fund for any loss sustained by reason of the failure of a shareholder 
to make full payment for shares purchased by the shareholder or to collect any charge relating to a transaction effected for the 
benefit of a shareholder which is applicable to Fund shares as provided in the Prospectus from time to time.

Additional Information. Following is additional information regarding certain services and features related to 
purchases, redemptions and distribution of Fund shares. Investors who have questions about any of this information should 
call the Fund at (888) 553-4233.

Transfer of Registration. To transfer shares to another owner, send a written request to the Fund at M3Sixty Fund 
Trust, c/o M3Sixty Administration, LLC, 4300 Shawnee Mission Parkway, Suite 100, Fairway, KS 66205. Your request 
should include the following: (1) the Fund name and existing account registration; (2) signature(s) of the registered owner(s) 
exactly as the signature(s) appear(s) on the account registration; (3) the new account registration, address, social security or 
taxpayer identification number, and how dividends and capital gains are to be distributed; (4) signature guarantees (See the 
Prospectus under the heading “Redeeming Shares - Signature Guarantees”); and (5) any additional documents which are 
required for transfer by corporations, administrators, executors, trustees, guardians, etc. If you have any questions about 
transferring shares, call or write the Fund.
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Mailing Shareholder Communications. Accounts having the same mailing address may consent in writing to 
sharing a single mailing of shareholder reports, proxy statements (but each such shareholder would receive his/her own 
proxy) and other Fund literature.

Dealers. The Distributor, at its expense, may provide additional compensation in addition to dealer discounts and 
brokerage commissions to dealers in connection with sales of shares of the Fund. Compensation may include financial 
assistance to dealers in connection with conferences, sales or training programs for their employees, seminars for the public, 
advertising campaigns regarding the Fund, and/or other dealer-sponsored special events, to the extent permitted under 
applicable law and the rules and regulations of the FINRA. None of the aforementioned compensation is paid directly by the 
Fund or its shareholders although the Distributor may use a portion of the payment it receives under the Distribution Plan to 
pay these expenses.

Additional Information About Redemptions. The right to redeem shares of the Fund can be suspended and the 
payment of the redemption price deferred when the NYSE is closed (other than for customary weekend and holiday 
closings), during periods when trading on the NYSE is restricted as determined by the SEC, or during any emergency as 
determined by the SEC which makes it impracticable for the Fund to dispose of its securities or value its assets, or during any 
other period permitted by order of the SEC for the protection of investors.

Due to the relatively high cost of maintaining small accounts, the Fund reserves the right to liquidate a shareholder’s 
account if, as a result of redemptions or transfers (but not required IRA distributions), the account’s balance falls below the 
minimum initial investment required for your type of account (see “Minimum Initial Investment” in the Prospectus). Prior to 
such a redemption, shareholders will be given 60 days’ written notice to make an additional purchase. However, no such 
redemption would be required by the Trust if the cause of the low account balance was a reduction in the net asset value of 
shares. No redemption fee will be imposed with respect to such involuntary redemptions.

The Fund does not intend, under normal circumstances, to redeem shares by payment in kind. It is possible, 
however, that conditions may arise in the future that would, in the opinion of the Trustees, make it undesirable for the Fund 
to pay for all redemptions in cash. In such a case, the Trustees may authorize payment to be made in readily marketable 
portfolio securities of the Fund. Securities delivered in payment of redemptions would be valued at the same value assigned 
to them in computing the net asset value per share. Shareholders receiving them would incur brokerage costs when these 
securities are sold.

NET ASSET VALUE

The net asset value and net asset value per share of the Fund normally is determined at the time regular trading 
closes on the NYSE (currently 4:00 p.m., New York time, Monday through Friday), except on business holidays when the 
NYSE is closed. The NYSE recognizes the following holidays: New Year’s Day, Martin Luther King, Jr. Day, President’s 
Day, Good Friday, Memorial Day, Fourth of July, Labor Day, Thanksgiving Day, and Christmas Day. Any other holiday 
recognized by the NYSE will be considered a business holiday on which the net asset value of shares of the Fund will not be 
calculated.

In computing the Fund’s net asset value, all liabilities incurred or accrued are deducted from its total assets. The 
resulting net assets are divided by the number of shares of the Fund outstanding at the time of the valuation and the result is 
the net asset value per share of the Fund.
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The pricing and valuation of portfolio securities is determined in good faith in accordance with procedures 
established by, and under the direction of, the Trustees. Values are determined according to accepted accounting practices 
and all laws and regulations that apply. Using methods approved by the Trustees, the assets of the Fund are valued as 
follows:

Subject to the provisions of the Trust Instrument, determinations by the Trustees as to the direct and allocable 
liabilities of the Fund and the allocable portion of any general assets are conclusive. As described in the Prospectus, the 
Adviser is responsible for notifying the Trustees or the Trust’s Fair Value Committee when it believes that fair value pricing 
is required for a particular security. The Trust has adopted Fair Value Pricing procedures and instructions that apply to 
investments by the Fund in restricted securities and warrants (“Restricted Securities”). A description of these procedures and 
instructions is included in the Prospectus and is incorporated herein by reference. As explained in the Prospectus, because the 
Fund’s fair valuing of Restricted Securities is a determination of the amount that the owner might reasonably expect to 
receive for them upon their current sale, the Fund is subject to the risk that the Fund’s fair valued prices are not accurate, and 
that the fair value price is not reflective of the value the Fund will receive upon a sale of the security.

ADDITIONAL TAX DISCLOSURE

The following discussion is a summary of certain U.S. federal income tax considerations affecting the Fund and its 
shareholders.  The discussion reflects applicable federal income tax laws of the United States as of the date of this SAI, 
which tax laws may be changed or subject to new interpretations by the courts or the Internal Revenue Service (the “IRS”), 
possibly with retroactive effect.  No attempt is made to present a detailed explanation of all U.S. income, estate or gift tax, or 
foreign, state or local tax concerns affecting the Fund and its shareholders (including shareholders owning large positions in 
the Fund).  The discussion set forth herein does not constitute tax advice.  Investors are urged to consult their own tax 
advisors to determine the tax consequences to them of investing in the Fund.
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● Securities that are listed on a securities exchange are valued at the last quoted sales price at the time the valuation 
is made. Price information on listed securities is taken from the exchange where the security is primarily traded 
by the Fund.

● Securities that are listed on an exchange and which are not traded on the valuation date are valued at the bid price. 
Options held by the Fund for which no current quotations are readily available and which are not traded on the 
valuation date is valued at the mean price.

● Unlisted securities for which market quotations are readily available are valued at the latest quoted sales price, if 
available, at the time of valuation, otherwise, at the latest quoted bid price.

● Temporary cash investments with maturities of 60 days or less will be valued at amortized cost, which 
approximates market value.

● Securities for which no current quotations are readily available are valued at fair value as determined in good 
faith using methods approved by the Trustees. Securities may be valued on the basis of prices provided by a 
pricing service when such prices are believed to reflect the fair market value of such securities.

● Securities may be valued on the basis of prices provided by a pricing service when such prices are believed to 
reflect the fair value of such securities.
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In addition, no attempt is made to address tax concerns applicable to an investor with a special tax status such as a financial 
institution, real estate investment trust, insurance company, regulated investment company (“RIC”), individual retirement 
account, other tax-exempt entity, dealer in securities or non-U.S. investor.  Furthermore, this discussion does not reflect 
possible application of the alternative minimum tax (“AMT”).  Unless otherwise noted, this discussion assumes shares of the 
Fund are held by U.S. shareholders and that such shares are held as capital assets.

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

A “Non-U.S. shareholder” is a beneficial owner of shares of the Fund that is an individual, corporation, trust or estate and is 
not a U.S. shareholder.  If a partnership (including any entity treated as a partnership for U.S. federal income tax purposes) 
holds shares of the Fund, the tax treatment of a partner in the partnership generally depends upon the status of the partner and 
the activities of the partnership.  A prospective shareholder who is a partner of a partnership holding the Fund shares should 
consult its tax advisors with respect to the purchase, ownership and disposition of its Fund shares.

Taxation as a RIC. The Fund intends to qualify and remain qualified as a RIC under the Internal Revenue Code of 1986, as 
amended (the “Internal Revenue Code”). The Fund will qualify as a RIC if, among other things, it meets the source-of-
income and the asset-diversification requirements. With respect to the source-of-income requirement, the Fund must derive in 
each taxable year at least 90% of its gross income (including tax-exempt interest) from (i) dividends, interest, payments with 
respect to certain securities loans, gains from the sale or other disposition of stock, securities or foreign currencies, or other 
income (including but not limited to gains from options, futures and forward contracts) derived with respect to its business of 
investing in such shares, securities or currencies and (ii) net income derived from an interest in a “qualified publicly traded 
partnership.” A “qualified publicly traded partnership” is generally defined as a publicly traded partnership under Internal 
Revenue Code section 7704. However, for these purposes, a qualified publicly traded partnership does not include a publicly 
traded partnership if 90% or more of its income is described in (i) above. Income derived from a partnership (other than a 
qualified publicly traded partnership) or trust is qualifying income to the extent such income is attributable to items of 
income of the partnership or trust which would be qualifying income if realized by the Fund in the same manner as realized 
by the partnership or trust.
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● a citizen or individual resident of the United States (including certain former citizens and former long-term 
residents);

● a corporation or other entity treated as a corporation for U.S. federal income tax purposes, created or organized in or 
under the laws of the United States or any state thereof or the District of Columbia;

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

● a trust with respect to which a court within the United States is able to exercise primary supervision over its 
administration and one or more U.S. shareholders have the authority to control all of its substantial decisions or the 
trust has made a valid election in effect under applicable Treasury regulations to be treated as a U.S. person.
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If a RIC fails this 90% source-of-income test it is no longer subject to a 21% penalty as long as such failure was due to 
reasonable cause and not willful neglect. Instead, the amount of the penalty for non-compliance is the amount by which the 
non-qualifying income exceeds one-ninth of the qualifying gross income.

With respect to the asset-diversification requirement, the Fund must diversify its holdings so that, at the end of each quarter 
of each taxable year (i) at least 50% of the value of the Fund’s total assets is represented by cash and cash items, U.S. 
government securities, the securities of other RICs and other securities, if such other securities of any one issuer do not 
represent more than 5% of the value of the Fund’s total assets or more than 10% of the outstanding voting securities of such 
issuer, and (ii) not more than 25% of the value of the Fund’s total assets is invested in the securities other than U.S. 
government securities or the securities of other RICs of (a) one issuer, (b) two or more issuers that are controlled by the Fund 
and that are engaged in the same, similar or related trades or businesses, or (c) one or more qualified publicly traded 
partnerships.

If a RIC fails this asset-diversification test, such RIC, in addition to other cure provisions previously permitted, has a 6-month 
period to correct any failure without incurring a penalty if such failure is “de minimis,” meaning that the failure does not 
exceed the lesser of 1% of the RIC’s assets, or $10 million.

Similarly, if a RIC fails this asset-diversification test and the failure is not de minimis, a RIC can cure failure if: (a) the RIC 
files with the Treasury Department a description of each asset that causes the RIC to fail the diversification tests; (b) the 
failure is due to reasonable cause and not willful neglect; and (c) the failure is cured within six months (or such other period 
specified by the Treasury). In such cases, a tax is imposed on the RIC equal to the greater of: (a) $50,000 or (b) an amount 
determined by multiplying the highest rate of tax (currently 21%) by the amount of net income generated during the period of 
diversification test failure by the assets that caused the RIC to fail the diversification test.

If the Fund qualifies as a RIC and distributes to its shareholders, for each taxable year, at least 90% of the sum of (i) its 
“investment company taxable income” as that term is defined in the Internal Revenue Code (which includes, among other 
things, dividends, taxable interest, the excess of any net short-term capital gains over net long-term capital losses and certain 
net foreign exchange gains as reduced by certain deductible expenses) without regard to the deduction for dividends paid, and 
(ii) the excess of its gross tax-exempt interest, if any, over certain deductions attributable to such interest that are otherwise 
disallowed, the Fund will be relieved of U.S. federal income tax on any income of the Fund, including long-term capital 
gains, distributed to shareholders. However, any ordinary income or capital gain retained by the Fund will be subject to U.S. 
federal income tax at regular corporate federal income tax rates (currently at a maximum rate of 21%). The Fund intends to 
distribute at least annually all or substantially all of its investment company taxable income, net tax-exempt interest, and net 
capital gain.

The Fund will generally be subject to a nondeductible 4% federal excise tax on the portion of their undistributed ordinary 
income with respect to each calendar year and undistributed capital gains if they fail to meet certain distribution requirements 
with respect to the one-year period ending on October 31 in that calendar year. To avoid the 4% federal excise tax, the 
required minimum distribution is generally equal to the sum of (i) 98% of the Fund’s ordinary income (computed on a 
calendar year basis), (ii) 98.2% of the Fund’s capital gain net income (generally computed for the one-year period ending on 
October 31) and (iii) any income realized, but not distributed, and on which we paid no federal income tax in preceding 
years. The Fund generally intend to make distributions in a timely manner in an amount at least equal to the required 
minimum distribution and therefore, under normal market conditions, do not expect to be subject to this excise tax.
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The Fund may be required to recognize taxable income in circumstances in which they do not receive cash. For example, if 
the Fund holds debt obligations that are treated under applicable tax rules as having original issue discount (such as debt 
instruments with payment in kind interest or, in certain cases, with increasing interest rates or that are issued with warrants), 
the Fund must include in income each year a portion of the original issue discount that accrues over the life of the obligation 
regardless of whether cash representing such income is received by the Fund in the same taxable year. Because any original 
issue discount accrued will be included in the Fund’s “investment company taxable income” (discussed above) for the year of 
accrual, the Fund may be required to make a distribution to its shareholders to satisfy the distribution requirement, even 
though it will not have received an amount of cash that corresponds with the income earned.

To the extent that the Fund has capital loss carryforwards from prior tax years, those carryforwards will reduce the net capital 
gains that can support the Fund’s distribution of Capital Gain Dividends. If the Fund uses net capital losses incurred in 
taxable years beginning on or before December 22, 2010 (pre-2011 losses), those carryforwards will not reduce the Fund’s 
current earnings and profits, as losses incurred in later years will. As a result, if such the Fund then makes distributions of 
capital gains recognized during the current year in excess of net capital gains (as reduced by carryforwards), the portion of 
the excess equal to pre-2011 losses factoring into net capital gain will be taxable as an ordinary dividend distribution, even 
though that distributed excess amount would not have been subject to tax if retained by the Fund. Capital loss carryforwards 
are reduced to the extent they offset current-year net realized capital gains, whether the Fund retains or distributes such gains.

A RIC is generally permitted to carry forward net capital losses indefinitely and may allow losses to retain their original 
character (as short or as long-term). For net capital losses recognized prior to such date, such losses are permitted to be 
carried forward up to 8 years and are characterized as short-term. These capital loss carryforwards may be utilized in future 
years to offset net realized capital gains of the Fund, if any, prior to distributing such gains to shareholders.

Gain or loss realized by the Fund from the sale or exchange of warrants acquired by the Fund as well as any loss attributable 
to the lapse of such warrants generally will be treated as capital gain or loss. Such gain or loss generally will be long-term or 
short-term, depending on how long the Fund held a particular warrant. Upon the exercise of a warrant acquired by the Fund, 
the Fund’s tax basis in the stock purchased under the warrant will equal the sum of the amount paid for the warrant plus the 
strike price paid on the exercise of the warrant. Except as set forth in “Failure to Qualify as a RIC,” the remainder of this 
discussion assumes that the Fund will qualify as a RIC for each taxable year.

Failure to Qualify as a RIC. If the Fund is unable to satisfy the 90% distribution requirement or otherwise fails to qualify as 
a RIC in any year, it will be subject to corporate level income tax on all of its income and gain, regardless of whether or not 
such income was distributed. Distributions to the Fund’s shareholders of such income and gain will not be deductible by the 
Fund in computing its taxable income. In such event, the Fund’s distributions, to the extent derived from the Fund’s current 
or accumulated earnings and profits, would constitute ordinary dividends, which would generally be eligible for the dividends 
received deduction available to corporate shareholders, and non-corporate shareholders would generally be able to treat such 
distributions as “qualified dividend income” eligible for reduced rates of U.S. federal income taxation provided in each case 
that certain holding period and other requirements are satisfied.

Distributions in excess of the Fund’s current and accumulated earnings and profits would be treated first as a return of capital 
to the extent of the shareholders’ tax basis in their Fund shares, and any remaining distributions would be treated as a capital 
gain. To qualify as a RIC in a subsequent taxable year, the Fund would be required to satisfy the source-of-income, the asset 
diversification, and the annual distribution requirements for that year and dispose of any earnings and profits from any year in 
which the Fund failed to qualify for tax treatment as a RIC. Subject to a limited exception applicable to RICs that qualified as 
such under the Internal Revenue Code for at least one year prior to disqualification and that requalify as a RIC no later than 
the second year following the nonqualifying year, the Fund would be subject to tax on any unrealized built-in gains in the 
assets held by it during the period in which the Fund failed to qualify for tax treatment as a RIC that are recognized within the 
subsequent 10 years, unless the Fund made a special election to pay corporate-level tax on such built-in gain at the time of its 
requalification as a RIC.
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Taxation for U.S. Shareholders. Distributions paid to U.S. shareholders by the Fund from its investment company taxable 
income (which is, generally, the Fund’s ordinary income plus net realized short-term capital gains in excess of net realized 
long-term capital losses) are generally taxable to U.S. shareholders as ordinary income to the extent of the Fund’s earnings 
and profits, whether paid in cash or reinvested in additional shares. Such distributions (if designated by the Fund) may 
qualify (i) for the dividends received deduction in the case of corporate shareholders under Section 243 of the Internal 
Revenue Code to the extent that the Fund’s income consists of dividend income from U.S. corporations, excluding 
distributions from tax-exempt organizations, exempt farmers’ cooperatives or real estate investment trusts or (ii) in the case 
of individual shareholders as qualified dividend income eligible to be taxed at reduced rates under Section 1(h)(11) of the 
Internal Revenue Code (which provides for a maximum 20% rate) to the extent that the Fund receives qualified dividend 
income, and provided in each case certain holding period and other requirements are met. Qualified dividend income is, in 
general, dividend income from taxable domestic corporations and qualified foreign corporations (e.g., generally, foreign 
corporations incorporated in a possession of the United States or in certain countries with a qualified comprehensive income 
tax treaty with the United States, or the stock with respect to which such dividend is paid is readily tradable on an established 
securities market in the United States). A qualified foreign corporation generally excludes any foreign corporation, which for 
the taxable year of the corporation in which the dividend was paid, or the preceding taxable year, is a passive foreign 
investment company. Distributions made to a U.S. shareholder from an excess of net long-term capital gains over net short-
term capital losses (“capital gain dividends”), including capital gain dividends credited to such shareholder but retained by 
the Fund, are taxable to such shareholder as long-term capital gain if they have been properly designated by the Fund, 
regardless of the length of time such shareholder owned the shares of the Fund. The maximum tax rate on capital gain 
dividends received by individuals is generally 20%. Distributions in excess of the Fund’s earnings and profits will be treated 
by the U.S. shareholder, first, as a tax-free return of capital, which is applied against and will reduce the adjusted tax basis of 
the U.S. shareholder’s shares and, after such adjusted tax basis is reduced to zero, will constitute capital gain to the U.S. 
shareholder (assuming the shares are held as a capital asset). The Fund is not required to provide written notice designating 
the amount of any qualified dividend income or capital gain dividends and other distributions. The Forms 1099 will instead 
serve this notice purpose.

As a RIC, the Fund will be subject to the AMT, but any items that are treated differently for AMT purposes must be 
apportioned between the Fund and the shareholders and this may affect the shareholders’ AMT liabilities. The Fund intends 
in general to apportion these items in the same proportion that dividends paid to each shareholder bear to the Fund’s taxable 
income (determined without regard to the dividends paid deduction.

For purpose of determining (i) whether the annual distribution requirement is satisfied for any year and (ii) the amount of 
capital gain dividends paid for that year, the Fund may, under certain circumstances, elect to treat a dividend that is paid 
during the following taxable year as if it had been paid during the taxable year in question. If the Fund makes such an 
election, the U.S. shareholder will still be treated as receiving the dividend in the taxable year in which the distribution is 
made. However, any dividend declared by the Fund in October, November or December of any calendar year, payable to 
shareholders of record on a specified date in such a month and actually paid during January of the following year, will be 
treated as if it had been received by the U.S. shareholders on December 31 of the year in which the dividend was declared.
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The Fund intends to distribute all realized capital gains, if any, at least annually. If, however, the Fund were to retain any net 
capital gain, the Fund may designate the retained amount as undistributed capital gains in a notice to shareholders who, if 
subject to U.S. federal income tax on long-term capital gains, (i) will be required to include in income as long-term capital 
gain, their proportionate shares of such undistributed amount, and (ii) will be entitled to credit their proportionate shares of 
the federal income tax paid by the Fund on the undistributed amount against their U.S. federal income tax liabilities, if any, 
and to claim refunds to the extent the credit exceeds such liabilities. If such an event occurs, the tax basis of shares owned by 
a shareholder of the Fund will, for U.S. federal income tax purposes, generally be increased by the difference between the 
amount of undistributed net capital gain included in the shareholder’s gross income and the tax deemed paid by the 
shareholders.

Sales and other dispositions of the shares of the Fund generally are taxable events. U.S. shareholders should consult their own 
tax advisor with reference to their individual circumstances to determine whether any particular transaction in the shares of 
the Fund is properly treated as a sale or exchange for federal income tax purposes, as the following discussion assumes, and 
the tax treatment of any gains or losses recognized in such transactions. The sale or other disposition of shares of the Fund 
will generally result in capital gain or loss to the shareholder equal to the difference between the amount realized and his 
adjusted tax basis in the shares sold or exchanged, and will be long-term capital gain or loss if the shares have been held for 
more than one year at the time of sale. Any loss upon the sale or exchange of shares held for six months or less will be treated 
as long-term capital loss to the extent of any capital gain dividends received (including amounts credited as an undistributed 
capital gain dividend) by such shareholder with respect to such shares. A loss realized on a sale or exchange of shares of the 
Fund generally will be disallowed if other substantially identical shares are acquired within a 61-day period beginning 30 
days before and ending 30 days after the date that the shares are disposed. In such case, the basis of the shares acquired will 
be adjusted to reflect the disallowed loss. Present law taxes both long-term and short-term capital gain of corporations at the 
rates applicable to ordinary income of corporations. For non-corporate taxpayers, short-term capital gain will currently be 
taxed at the rate applicable to ordinary income, currently a maximum of 21%, while long-term capital gain generally will be 
taxed at a maximum rate of 20%. Capital losses are subject to certain limitations.

Federal law requires that mutual fund companies report their shareholders' cost basis, gain/loss, and holding period to the 
Internal Revenue Service on the Fund’s shareholders’ Consolidated Form 1099s when “covered” securities are sold. Covered 
securities are any regulated investment company and/or dividend reinvestment plan shares acquired on or after January 1, 
2012.

The Fund selected the Average Cost method as its standing (default) tax lot identification method for all shareholders. A tax 
lot identification method is the way the Fund will determine which specific shares are deemed to be sold when there are 
multiple purchases on different dates at differing net asset values, and the entire position is not sold at one time. The Fund’s 
standing tax lot identification method is the method covered shares will be reported on your Consolidated Form 1099 if you 
do not select a specific tax lot identification method. You may choose a method different than the Fund’s standing method 
and will be able to do so at the time of your purchase or upon the sale of covered shares. Please refer to the appropriate 
Internal Revenue Service regulations or consult your tax advisor with regard to your personal circumstances.

For those securities defined as "covered" under current Internal Revenue Service cost basis tax reporting regulations, the 
Fund is responsible for maintaining accurate cost basis and tax lot information for tax reporting purposes. The Fund is not 
responsible for the reliability or accuracy of the information for those securities that are not "covered." The Fund and its 
service providers do not provide tax advice. You should consult independent sources, which may include a tax professional, 
with respect to any decisions you may make with respect to choosing a tax lot identification method.
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For taxable years beginning after December 31, 2012, certain U.S. shareholders, including individuals and estates and trusts, 
will be subject to an additional 3.8% Medicare tax on all or a portion of their “net investment income,” which should include 
dividends from the Fund and net gains from the disposition of shares of the Fund. U.S. shareholders are urged to consult their 
own tax advisors regarding the implications of the additional Medicare tax resulting from an investment in the Fund.

Pay-In-Kind Securities. Payment-in-kind securities will, and commodity-linked notes may, give rise to income that is 
required to be distributed and is taxable even though the Fund holding the security receives no interest payment in cash on 
the security during the year.

If the Fund holds the foregoing kinds of securities, it may be required to pay out as an income distribution each year an 
amount that is greater than the total amount of cash interest the Fund actually received. Such distributions may be made from 
the cash assets of the Fund or by liquidation of portfolio securities, if necessary (including when it is not advantageous to do 
so). A Fund may realize gains or losses from such liquidations. In the event the Fund realizes net capital gains from such 
transactions, its shareholders may receive a larger capital gain distribution than they would in the absence of such 
transactions.

Tax-Exempt Shareholders. A tax-exempt shareholder could recognize UBTI by virtue of its investment in the Fund if 
shares in the Fund constitute debt-financed property in the hands of the tax-exempt shareholder within the meaning of 
Internal Revenue Code Section 514(b). Furthermore, a tax-exempt shareholder may recognize UBTI if the Fund recognizes 
“excess inclusion income” derived from direct or indirect investments in residual interests in REMICs or equity interests in 
TMPs if the amount of such income recognized by the Fund exceeds the Fund’s investment company taxable income (after 
taking into account deductions for dividends paid by the Fund).

In addition, special tax consequences apply to charitable remainder trusts (“CRTs”) that invest in regulated investment 
companies that invest directly or indirectly in residual interests in REMICs or equity interests in TMPs. Under legislation 
enacted in December 2006, a CRT (as defined in section 664 of the Internal Revenue Code) that realizes any UBTI for a 
taxable year, must pay an excise tax annually of an amount equal to such UBTI. Under IRS guidance issued in October 2006, 
a CRT will not recognize UBTI solely as a result of investing in the Fund that recognizes “excess inclusion income.” Rather, 
if at any time during any taxable year a CRT (or one of certain other tax-exempt shareholders, such as the United States, a 
state or political subdivision, or an agency or instrumentality thereof, and certain energy cooperatives) is a record holder of a 
share in the Fund that recognizes “excess inclusion income,” then the regulated investment company will be subject to a tax 
on that portion of its “excess inclusion income” for the taxable year that is allocable to such shareholders, at the highest 
federal corporate income tax rate. The extent to which this IRS guidance remains applicable in light of the December 2006 
legislation is unclear. To the extent permitted under the 1940 Act, the Fund may elect to specially allocate any such tax to the 
applicable CRT, or other shareholder, and thus reduce such shareholder’s distributions for the year by the amount of the tax 
that relates to such shareholder’s interest in the Fund. The Fund has not yet determined whether such an election will be 
made. CRTs and other tax-exempt investors are urged to consult their tax advisers concerning the consequences of investing 
in the Fund.

Passive Foreign Investment Companies. A passive foreign investment company (“PFIC”) is any foreign corporation: (i) 
75% or more of the gross income of which for the taxable year is passive income, or (ii) the average percentage of the assets 
of which (generally by value, but by adjusted tax basis in certain cases) that produce or are held for the production of passive 
income is at least 50%. Generally, passive income for this purpose means dividends, interest (including income equivalent to 
interest), royalties, rents, annuities, the excess of gains over losses from certain property transactions and commodities 
transactions, and foreign currency gains. Passive income for this purpose does not include rents and royalties received by the 
foreign corporation from active business and certain income received from related persons.
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Equity investments by the Fund in certain PFICs could potentially subject the Fund to a U.S. federal income tax or other 
charge (including interest charges) on the distributions received from the PFIC or on proceeds received from the disposition 
of shares in the PFIC. This tax cannot be eliminated by making distributions to Fund shareholders. However, the Fund may 
elect to avoid the imposition of that tax. For example, if the Fund is in a position to and elects to treat a PFIC as a “qualified 
electing fund” (i.e., make a “QEF election”), the Fund will be required to include its share of the PFIC s income and net 
capital gains annually, regardless of whether it receives any distribution from the PFIC. Alternatively, the Fund may make an 
election to mark the gains (and to a limited extent losses) in its PFIC holdings “to the market” as though it had sold and 
repurchased its holdings in those PFICs on the last day of the Fund’s taxable year. Such gains and losses are treated as 
ordinary income and loss. The QEF and mark-to-market elections may accelerate the recognition of income (without the 
receipt of cash) and increase the amount required to be distributed by the Fund to avoid taxation. Making either of these 
elections therefore may require the Fund to liquidate other investments (including when it is not advantageous to do so) to 
meet its distribution requirement, which also may accelerate the recognition of gain and affect the Fund’s total return. 
Dividends paid by PFICs will not be eligible to be treated as “qualified dividend income.”

Because it is not always possible to identify a foreign corporation as a PFIC, the Fund may incur the tax and interest charges 
described above in some instances.

Foreign Currency Transactions. A Fund’s transactions in foreign currencies, foreign currency-denominated debt 
obligations and certain foreign currency options, futures contracts and forward contracts (and similar instruments) may give 
rise to ordinary income or loss to the extent such income or loss results from fluctuations in the value of the foreign currency 
concerned. Any such net gains could require a larger dividend toward the end of the calendar year. Any such net losses will 
generally reduce and potentially require the recharacterization of prior ordinary income distributions. Such ordinary income 
treatment may accelerate Fund distributions to shareholders and increase the distributions taxed to shareholders as ordinary 
income. Any net ordinary losses so created cannot be carried forward by the Fund to offset income or gains earned in 
subsequent taxable years.

Foreign Taxation. Income received by the Fund from sources within foreign countries may be subject to withholding and 
other taxes imposed by such countries. Tax conventions between certain countries and the U.S. may reduce or eliminate such 
taxes. A Fund does not expect to be eligible to pass through to shareholders a credit or deduction for such taxes.

Foreign Shareholders. Capital Gain Dividends are generally not subject to withholding of U.S. federal income tax. Absent a 
specific statutory exemption, dividends other than Capital Gain Dividends paid by the Fund to a shareholder that is not a 
“U.S. person” within the meaning of the Internal Revenue Code (such shareholder, a “foreign shareholder”) are subject to 
withholding of U.S. federal income tax at a rate of 30% (or lower applicable treaty rate) even if they are funded by income or 
gains (such as portfolio interest, short-term capital gains, or foreign-source dividend and interest income) that, if paid to a 
foreign person directly, would not be subject to withholding.
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A regulated investment company generally is not required to withhold any amounts (i) with respect to distributions (other 
than distributions to a foreign person (a) that does not provide a satisfactory statement that the beneficial owner is not a U.S. 
person, (b) to the extent that the dividend is attributable to certain interest on an obligation if the foreign person is the issuer 
or is a 10% shareholder of the issuer, (c) that is within a foreign country that has inadequate information exchange with the 
United States, or (d) to the extent the dividend is attributable to interest paid by a person that is a related person of the foreign 
person and the foreign person is a controlled foreign corporation) from U.S.-source interest income of types similar to those 
not subject to U.S. federal income tax if earned directly by an individual foreign person, to the extent such distributions are 
properly reported as such by the Fund in a written notice to shareholders (“interest-related dividends”), and (ii) with respect 
to distributions (other than (a) distributions to an individual foreign person who is present in the United States for a period or 
periods aggregating 183 days or more during the year of the distribution and (b) distributions subject to special rules 
regarding the disposition of U.S. real property interests as described below) of net short-term capital gains in excess of net 
long-term capital losses to the extent such distributions are properly reported by the regulated investment company (“short-
term capital gain dividends”). If the Fund invests in an underlying fund that pays such distributions to the Fund, such 
distributions retain their character as not subject to withholding if properly reported when paid by the Fund to foreign 
persons.

A Fund is permitted to report such part of its dividends as interest-related or short-term capital gain dividends as are eligible, 
but is not required to do so. These exemptions from withholding will not be available to foreign shareholders of Fund that do 
not currently report their dividends as interest-related or short-term capital gain dividends.

In the case of shares held through an intermediary, the intermediary may withhold even if the Fund reports all or a portion of 
a payment as an interest-related or short-term capital gain dividend to shareholders. Foreign persons should contact their 
intermediaries regarding the application of these rules to their accounts.

Under U.S. federal tax law, a beneficial holder of shares who is a foreign shareholder generally is not subject to U.S. federal 
income tax on gains (and is not allowed a deduction for losses) realized on the sale of shares of the Fund or on Capital Gain 
Dividends unless (i) such gain or dividend is effectively connected with the conduct of a trade or business carried on by such 
holder within the United States, (ii) in the case of an individual holder, the holder is present in the United States for a period 
or periods aggregating 183 days or more during the year of the sale or the receipt of the Capital Gain Dividend and certain 
other conditions are met, or (iii) the special rules relating to gain attributable to the sale or exchange of “U.S. real property 
interests” (“USRPIs”) apply to the foreign shareholder’s sale of shares of the Fund or to the Capital Gain Dividend the 
foreign shareholder received (as described below).

Special rules would apply if the Fund were either a “U.S. real property holding corporation” (“USRPHC”) or would be a 
USRPHC but for the operation of certain exceptions to the definition thereof. Very generally, a USRPHC is a domestic 
corporation that holds USRPIs the fair market value of which equals or exceeds 50% of the sum of the fair market values of 
the corporation’s USPRIs, interests in real property located outside the United States, and other assets. USRPIs are generally 
defined as any interest in U.S. real property and any interest (other than solely as a creditor) in a USRPHC or former 
USRPHC.

If the Fund were a USRPHC or would be a USRPHC but for the exceptions referred to above, any distributions by the Fund 
to a foreign shareholder (including, in certain cases, distributions made by the Fund in redemption of its shares) attributable 
to gains realized by the Fund on the disposition of USRPIs or to distributions received by the Fund from a lower-tier 
regulated investment company or REIT that the Fund is required to treat as USRPI gain in its hands generally would be 
subject to U.S. tax withholding. In addition, such distributions could result in the foreign shareholder being required to file a 
U.S. tax return and pay tax on the distributions at regular U.S. federal income tax rates. The consequences to a foreign 
shareholder, including the rate of such withholding and character of such distributions (e.g., as ordinary income or USRPI 
gain), would vary depending upon the extent of the foreign shareholder’s current and past ownership of the Fund. On and 
after January 1, 2012, this “look-through” USRPI treatment for distributions by the Fund, if it were either a USRPHC or 
would be a USRPHC but for the operation of the exceptions referred to above, to foreign shareholders applies only to those 
distributions that, in turn, are attributable to distributions received by the Fund from a lower-tier REIT, unless Congress 
enacts legislation providing otherwise.
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In addition, if the Fund were a USRPHC or former USRPHC, it could be required to withhold U.S. tax on the proceeds of a 
share redemption by a greater-than-5% foreign shareholder, in which case such foreign shareholder generally would also be 
required to file U.S. tax returns and pay any additional taxes due in connection with the redemption.

Whether or not the Fund is characterized as a USRPHC will depend upon the nature and mix of the Fund’s assets. The Fund 
does not expect to be a USRPHC. Foreign shareholders should consult their tax advisors concerning the application of these 
rules to their investment in the Fund.

If a beneficial holder of Fund shares who is a foreign shareholder has a trade or business in the United States, and the 
dividends are effectively connected with the beneficial holder’s conduct of that trade or business, the dividend will be subject 
to U.S. federal net income taxation at regular income tax rates.

If a beneficial holder of Fund shares who is a foreign shareholder is eligible for the benefits of a tax treaty, any effectively 
connected income or gain will generally be subject to U.S. federal income tax on a net basis only if it is also attributable to a 
permanent establishment maintained by that beneficial holder in the United States.

To qualify for any exemptions from withholding described above or for lower withholding tax rates under income tax 
treaties, or to establish an exemption from backup withholding, a foreign shareholder must comply with special certification 
and filing requirements relating to its non-US status (including, in general, furnishing an IRS Form W-8BEN or substitute 
form). Foreign shareholders in the Fund should consult their tax advisers in this regard.

A beneficial holder of Fund shares who is a foreign shareholder may be subject to state and local tax and to the U.S. federal 
estate tax in addition to the federal tax on income referred to above.

Backup Withholding. A Fund generally is required to withhold and remit to the U.S. Treasury a percentage of the taxable 
distributions and redemption proceeds paid to any individual shareholder who fails to properly furnish the Fund with a 
correct taxpayer identification number, who has under-reported dividend or interest income, or who fails to certify to the 
Fund that he or she is not subject to such withholding.

Backup withholding is not an additional tax. Any amounts withheld may be credited against the shareholder’s U.S. federal 
income tax liability, provided the appropriate information is furnished to the IRS.

Tax Shelter Reporting Regulations. Under U.S. Treasury regulations, if a shareholder recognizes a loss with respect to the 
Fund’s shares of $2 million or more for an individual shareholder or $10 million or more for a corporate shareholder, the 
shareholder must file with the IRS a disclosure statement on Form 8886. Direct shareholders of portfolio securities are in 
many cases excepted from this reporting requirement, but under current guidance, shareholders of a regulated investment 
company are not excepted. Future guidance may extend the current exception from this reporting requirement to shareholders 
of most or all regulated investment companies. The fact that a loss is reportable under these regulations does not affect the 
legal determination of whether the taxpayer’s treatment of the loss is proper. Shareholders should consult their tax advisers to 
determine the applicability of these regulations in light of their individual circumstances.
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Shareholder Reporting Obligations With Respect to Foreign Financial Assets. Certain individuals (and, if provided in 
future guidance, certain domestic entities) must disclose annually their interests in “specified foreign financial assets” on IRS 
Form 8938, which must be attached to their U.S. federal income tax returns for taxable years beginning after March 18, 2010. 
The IRS has not yet released a copy of the Form 8938 and has suspended the requirement to attach Form 8938 for any 
taxable year for which an income tax return is filed before the release of Form 8938. Following Form 8938’s release, 
individuals will be required to attach to their next income tax return required to be filed with the IRS a Form 8938 for each 
taxable year for which the filing of Form 8938 was suspended. Until the IRS provides more details regarding this reporting 
requirement, including in Form 8938 itself and related Treasury regulations, it remains unclear under what circumstances, if 
any, a shareholder’s (indirect) interest in the Fund’s “specified foreign financial assets,” if any, will be required to be reported 
on this Form 8938.

Other Reporting and Withholding Requirements. Rules enacted in March 2010 require the reporting to the IRS of direct 
and indirect ownership of foreign financial accounts and foreign entities by U.S. persons. Failure to provide this required 
information can result in a 30% withholding tax on certain payments (“withholdable payments”) made after December 31, 
2012. Specifically, withholdable payments subject to this 30% withholding tax include payments of U.S.-source dividends 
and interest made on or after January 1, 2014, and payments of gross proceeds from the sale or other disposal of property that 
can produce U.S.-source dividends or interest made on or after January 1, 2015.

The IRS has issued only very preliminary guidance with respect to these new rules; their scope remains unclear and 
potentially subject to material change. Very generally, it is possible that distributions made by the Fund after the dates noted 
above (or such later dates as may be provided in future guidance) to a shareholder, including a distribution in redemption of 
shares and a distribution of income or gains otherwise exempt from withholding under the rules applicable to non-U.S. 
shareholders described above (e.g., Capital Gain Dividends, Short-Term Capital Gain Dividends and interest-related 
dividends, as described above) will be subject to the new 30% withholding requirement. Payments to a foreign shareholder 
that is a “foreign financial institution” will generally be subject to withholding, unless such shareholder enters into a timely 
agreement with the IRS. Payments to shareholders that are U.S. persons or foreign individuals will generally not be subject to 
withholding, so long as such shareholders provide the Fund with such certifications or other documentation, including, to the 
extent required, with regard to such shareholders’ direct and indirect owners, as the Fund requires to comply with the new 
rules. Persons investing in the Fund through an intermediary should contact their intermediary regarding the application of 
the new reporting and withholding regime to their investments in the Fund.

Shareholders are urged to consult a tax advisor regarding this new reporting and withholding regime, in light of their 
particular circumstances.

Shares Purchased through Tax-Qualified Plans. Special tax rules apply to investments through defined contribution plans 
and other tax-qualified plans. Shareholders should consult their tax advisers to determine the suitability of shares of the Fund 
as an investment through such plans, and the precise effect of an investment on their particular tax situation.

Securities Lending. While securities are loaned out by the Fund, the Fund generally will receive from the borrower amounts 
equal to any dividends or interest paid on the borrowed securities. For federal income tax purposes, payments made “in lieu 
of” dividends are not considered dividend income. These distributions will neither qualify for the reduced rate of taxation for 
individuals on qualified dividends nor the 70% dividends received deduction for corporations. Also, any foreign tax withheld 
on payments made “in lieu of” dividends or interest will not qualify for the pass-through of foreign tax credits to 
shareholders.

The foregoing is a general and abbreviated summary of the provisions of the Internal Revenue Code and the Treasury 
regulations in effect as they directly govern the taxation of the Fund and its shareholders. These provisions are subject to 
change by legislative and administrative action, and any such change may be retroactive. Shareholders are urged to consult 
their tax advisers regarding specific questions as to U.S. federal income, estate or gift taxes, or foreign, state, local taxes or 
other taxes.
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Foreign Account Tax Compliance Act. Payments to a shareholder that is either a foreign financial institution (“FFI”) or a 
non-financial foreign entity (“NFFE”) within the meaning of the Foreign Account Tax Compliance Act (“FATCA”) may be 
subject to a generally nonrefundable 30% withholding tax on: (a) income dividends paid by the Fund after June 30, 2014 and 
(b) certain capital gain distributions and the proceeds arising from the sale of Fund shares paid by the Fund after December 
31, 2016. FATCA withholding tax generally can be avoided: (a) by an FFI, subject to any applicable intergovernmental 
agreement or other exemption, if it enters into a valid agreement with the IRS to, among other requirements, report required 
information about certain direct and indirect ownership of foreign financial accounts held by U.S. persons with the FFI and 
(b) by an NFFE, if it: (i) certifies that it has no substantial U.S. persons as owners or (ii) if it does have such owners, reports 
information relating to them. A Fund may disclose the information that it receives from its shareholders to the IRS, non-U.S. 
taxing authorities or other parties as necessary to comply with FATCA. Withholding also may be required if a foreign entity 
that is a shareholder of the Fund fails to provide the Fund with appropriate certifications or other documentation concerning 
its status under FATCA.

Possible Tax Law Changes. At the time that this SAI is being prepared, the coronavirus and COVID-19 are affecting the 
United States. Various administrative and legislative changes to the federal tax laws are under consideration, but it is not 
possible at this time to determine whether any of these changes will be made or what the changes might entail.
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FINANCIAL INFORMATION

The Annual Report for the Fund for the fiscal year ended June 30, 2020 has been filed with the SEC. The financial statements 
contained in the Annual Report are incorporated by reference into this SAI. The financial statements and financial highlights 
for the Fund included in the Annual Report have been audited by BBD, LLP and the Fund’s former independent registered 
public accounting firms, whose reports thereon also appear in such Annual Report and are also incorporated herein by 
reference. No other parts of the Annual Report are incorporated by reference herein. The financial statements in such Annual 
Report have been incorporated herein in reliance upon such reports given upon the authority of such firm as experts in 
accounting and auditing.

You can receive free copies of reports, request other information and discuss your questions about the Fund directly at:

42

M3SIXTY FUNDS TRUST
c/o M3Sixty Administration, LLC

4300 Shawnee Mission Parkway, Suite 100
Fairway, Kansas 66205

Telephone: (888) 553-4233
Website: www.fm-invest.com

Page 47 of 54

8/2/2021https://doc.morningstar.com/document/13277d529438ef91b7651bcc59da40a9.msdoc/?key=...



APPENDIX A – PROXY VOTING POLICIES

PROXY VOTING POLICIES AND PROCEDURES FOR M3SIXTY FUNDS TRUST

The Trust has adopted a Proxy Voting Policy used to determine how the Funds vote proxies relating to their portfolio 
securities. Under the Trust’s Proxy Voting Policy, each Fund has, subject to the oversight of the Trust’s Board, delegated to 
the Advisers the following duties: (i) to make the proxy voting decisions for the Funds, subject to the exceptions described 
below; and (ii) to assist the Funds in disclosing their respective proxy voting record as required by Rule 30b1-4 under the 
1940 Act.

In cases where a matter with respect to which a Fund was entitled to vote presents a conflict between the interest of a Fund’s 
shareholders on the one hand, and those of the Fund’s investment adviser, principal underwriter, or an affiliated person of the 
Fund, its investment adviser, or principal underwriter on the other hand, the Fund shall always vote in the best interest of the 
Fund’s shareholders. For purposes of this Policy a vote shall be considered in the best interest of the Fund’s shareholders 
when a vote is cast consistent with a specific voting policy as set forth in the Adviser’s Proxy Voting Policy (described 
below), provided such specific voting policy was approved by the Board.

The Fund CCO shall ensure that each Adviser has adopted a Proxy Voting Policy, which it uses to vote proxies for its clients, 
including the Funds.

The Trust and the Funds believe that the voting of proxies is an important part of portfolio management as it represents an 
opportunity for shareholders to make their voices heard and to influence the direction of a company. The Trust and the Funds 
are committed to voting corporate proxies in the manner that best serves the interests of the Funds’ shareholders.

The Trust believes that the Advisers are in the best position to make individual voting decisions for the Funds consistent with 
this Policy. Therefore, subject to the oversight of the Board, the Advisers are hereby delegated the following duties:

(1)       to make the proxy voting decisions for the Funds, in accordance with each applicable Adviser’s Proxy Voting Policy, 
except as provided herein; and

(2)       to assist the Funds in disclosing their respective proxy voting record as required by Rule 30b1-4 under the 1940 Act, 
including providing the following information for each matter with respect to which the Funds are entitled to vote: (a) 
information identifying the matter voted on; (b) whether the matter was proposed by the issuer or by a security holder; (c) 
whether and how the Fund casts its vote; and (d) whether the Fund casts its vote for or against management.

The Board, including a majority of the independent trustees of the Board, must approve each Adviser’s Proxy Voting and 
Disclosure Policy (the “Adviser Voting Policy”) as it relates to the Funds. The Board must also approve any material changes 
to each Adviser Voting Policy no later than six (6) months after adoption by an Adviser.
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In cases where a matter with respect to which a Fund was entitled to vote presents a conflict between the interest of the 
Fund’s shareholders on the one hand, and those of the Fund’s investment adviser, principal underwriter, or an affiliated 
person of the Fund, its investment adviser, or principal underwriter on the other hand, the Fund shall always vote in the best 
interest of the Fund’s shareholders. For purposes of this Policy a vote shall be considered in the best interest of the Fund’s 
shareholders when a vote is cast consistent with the specific voting policy as set forth in the Adviser Voting Policy, provided 
such specific voting policy was approved by the Board.

PROXY VOTING AND DISCLOSURE POLICY OF THE ADVISER

F/M, and/or pursuant to any applicable subadvisory agreement F/M’s sub-adviser, acts as discretionary investment adviser 
for clients. F/M will vote all eligible proxies for recommended securities (mutual funds, exchange traded funds) unless a 
client specifically reserves the right, in writing, to vote its own proxies or to take shareholder action with respect to other 
corporate actions requiring shareholder actions. F/M will vote all proxies for recommended securities and act on all other 
actions in a timely manner as part of its full discretionary authority over client assets in accordance with this policy. 
Corporate actions may include, for example and without limitation, tender offers or exchanges, and class actions.

When voting proxies or acting with respect to corporate actions for clients, F/M’s utmost concern is that all decisions be 
made solely in the best interest of the client. F/M will act in a prudent and diligent manner intended to enhance the economic 
value of the assets of the client’s account. The CCO is ultimately responsible for ensuring that all proxies received for 
recommended securities by F/M are voted in a timely manner and in a manner consistent with each client’s best interests. In 
addition, the CCO is responsible for submitting all required certifications relating to its Proxy Voting activity, and for 
maintaining all documentation necessary to complete documentation related to the annual Form N-PX filing for the Fund (see 
additional information as to Form N-PX compliance processes below).

F/M generally votes all proxies in line with management. If the Company determines that it will not vote along with 
management on a particular vote, the Company must document its rationale and reasoning for the vote.

In certain circumstances, in accordance with a client’s investment advisory agreement (or other written directive) or 
when F/M has determined that it is in the client’s best interest, F/M will not vote proxies received. The following are 
certain circumstances where F/M will limit its role in voting proxies:
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C. Conflicts

A. Guidelines

B. Limitations

1. Client Maintains Proxy Voting Authority: When a client specifies in writing that it will maintain the 
authority to vote proxies itself or that it has delegated the right to vote proxies to a third party, F/M will not 
vote the securities and will direct the relevant custodian to send the proxy material directly to the client. If 
any proxy material is received by F/M, it will promptly be forwarded to the client or specified third party.
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F/M will not vote proxies received for securities not purchased for client by F/M and held by F/M in a client’s 
account as an accommodation to client or until such securities are sold as per agreement or understanding with the 
client.

In accordance with Rule 204-2 under the Advisers Act, F/M will maintain for the time periods set forth in the Rule: 
(i) these proxy voting policies and procedures, and all amendments thereto; (ii) all proxy statements received 
regarding client securities (provided however, that F/M may rely on the proxy statement filed on EDGAR as its 
records); (iii) a record of all votes cast on behalf of clients; (iv) records of all client requests for proxy voting 
information; (v) any documents prepared by F/M that were material to making a decision how to vote or that 
memorialized the basis for the decision; and (vi) all records relating to requests made to clients regarding conflicts of 
interest in voting the proxy.

F/M will make available its proxy voting policies and procedures and will inform clients how they may obtain 
information on how F/M voted proxies with respect to the clients’ portfolio securities. Clients may obtain 
information on how their securities were voted or a copy of F/M’s Policies and Procedures by written request 
addressed to F/M.
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2. Terminated Account: Once a client account has been terminated with F/M in accordance with its 
investment advisory agreement, F/M will not vote any proxies received after the termination. However, the 
client may specify in writing that proxies should be directed to the client (or a specified third party) for 
action.

3. Unjustifiable Costs: In certain circumstances, after performing a cost-benefit analysis, F/M may abstain 
from voting when the cost of voting a client’s proxy would exceed any anticipated benefits to the client of 
voting on the proxy proposal.

C. Client Securities

D. Recordkeeping
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APPENDIX B – NOMINATING AND CORPORATE GOVERNANCE COMMITTEE CHARTER

Nominating and Corporate Governance Committee Charter

M3Sixty Funds Trust

Nominating and Corporate Governance Committee Membership

1. The Nominating and Corporate Governance Committee of M3Sixty Funds Trust (the “Trust”) shall be composed 
entirely of Independent Trustees.

Board Nominations and Functions

Committee Nominations and Functions

46

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

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

3. The Committee shall periodically review the composition of the Board of Trustees to determine whether it may be 
appropriate to add individuals with different backgrounds or skill sets from those already on the Board.

4. The Committee shall periodically review trustee compensation and shall recommend any appropriate changes to 
the Independent Trustees as a group.

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

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

Adopted:              October 23, 2017

APPENDIX A TO THE NOMINATING AND CORPORATE GOVERNANCE 
COMMITTEE CHARTER

M3SIXTY FUNDS TRUST

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

2. The Committee shall review this Charter at least annually and recommend any changes to the full Board of 
Trustees.

I. Identification of Candidates. When a vacancy on the Board of Trustees exists or is anticipated, and such vacancy is 
to be filled by an Independent Trustee, the Nominating and Corporate Governance Committee shall identify 
candidates by obtaining referrals from such sources as it may deem appropriate, which may include current 
Trustees, management of the Trust, counsel and other advisors to the Trustees, and shareholders of the Trust who 
submit recommendations in accordance with these procedures. In no event shall the Nominating and Corporate 
Governance Committee consider as a candidate to fill any such vacancy an individual recommended by any 
investment adviser of any series portfolio of the Trust, unless the Nominating and Corporate Governance 
Committee has invited management to make such a recommendation.

II. Shareholder Candidates. The Nominating and Corporate Governance Committee shall, when identifying 
candidates for the position of Independent Trustee, consider any such candidate recommended by a shareholder if 
such recommendation contains: (i) sufficient background information concerning the candidate, including evidence 
the candidate is willing to serve as an Independent Trustee if selected for the position; and (ii) is received in a 
sufficiently timely manner as determined by the Nominating and Corporate Governance Committee in its 
discretion. Shareholders shall be directed to address any such recommendations in writing to the attention of the 
Nominating and Corporate Governance Committee, c/o the Secretary of the Trust. The Secretary shall retain copies 
of any shareholder recommendations which meet the foregoing requirements for a period of not more than 12 
months following receipt. The Secretary shall have no obligation to acknowledge receipt of any shareholder 
recommendations.
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III. Evaluation of Candidates. In evaluating a candidate for a position on the Board of Trustees, including any 
candidate recommended by shareholders of the Trust, the Nominating and Corporate Governance Committee shall 
consider the following: (i) the candidate’s knowledge in matters relating to the mutual fund industry; (ii) any 
experience possessed by the candidate as a director or senior officer of public companies; (iii) the candidate’s 
educational background; (iv) the candidate’s reputation for high ethical standards and professional integrity; (v) 
any specific financial, technical or other expertise possessed by the candidate, and the extent to which such 
expertise would complement the Board’s existing mix of skills, core competencies and qualifications; (vi) the 
candidate’s perceived ability to contribute to the ongoing functions of the Board, including the candidate’s ability 
and commitment to attend meetings regularly and work collaboratively with other members of the Board; (vii) the 
candidate’s ability to qualify as an Independent Trustee and any other actual or potential conflicts of interest 
involving the candidate and the Trust; and (viii) such other factors as the Nominating and Corporate Governance 
Committee determines to be relevant in light of the existing composition of the Board and any anticipated 
vacancies. Prior to making a final recommendation to the Board, the Nominating and Corporate Governance 
Committee shall conduct personal interviews with those candidates it concludes are the most qualified candidates.
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