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PART I 

BOARD INFORMATION 

Information About Each Board Member's Experience, Qualifications, Attributes or Skills 

Board members for the fund, together with information as to their positions with the fund, principal occupations and 

other board memberships during the past five years, are shown below.  All of the board members are Independent 

Board Members.  The address of each board member is 240 Greenwich Street, New York, New York 10286. 

Name (Age) 

Position 

Year Joining 

the Board 

Principal Occupation 

During Past 5 Years 

Number of 

Investment 

Companies in Fund 

Complex2  

Overseen by Trustee 

Other Public 

Company Board 

Memberships 

During Past 5 Years 

J. Charles Cardona (70) 

Chairman of the Board1
 

2024 BNY Mellon Family of Funds, 

Interested Director (2014 – 2018), 

Independent Director (since 2019);  

BNY Mellon Liquidity Funds, 

Director (2004 – 2024) and 

Chairman (2019 – 2021). 

46 N/A 

Kristen M. Dickey (57) 

Board Member1
 

2024 Lead non-executive director for 

Aperture Investors, LLC, an 

investment management firm (since 

2018); Independent board director 

of Marstone, Inc., a financial 

technology company (2018 - 

2026); Partner for Aquarian 

Holdings (2024 - 2025). 

25 N/A 
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Name (Age) 

Position 

Year Joining 

the Board 

Principal Occupation 

During Past 5 Years 

Number of 

Investment 

Companies in Fund 

Complex2  

Overseen by Trustee 

Other Public 

Company Board 

Memberships 

During Past 5 Years 

F. Jack Liebau, Jr. (62) 

Board Member1
 

2024 Corporate director (since 2015); 

Managing Director at Beach 

Investment Counsel, a financial 

advisory firm (2020 – 2024). 

25 Myers Industries, an 

industrial company, 

Director (since 2015) 

and Chairman of the 

Board (since 2016); 

STRATTEC Security 

Corp., an automotive 

power and security 

solutions company, 

Director (since 2023) 

and Chairman of the 

Board (since 2024); and 

Motorcar Parts of 

America, an automotive 

parts company, Director 

(2024-2025). 

Jill I. Mavro (54) 

Board Member1
 

2024 Founder and President of 

Spoondrift Advisory, LLC, an 

investment management consulting 

company (since 2018); Managing 

Director at Transaction Strategies, 

LLC (formerly CapWGlobal, 

LLC), a financial technology 

consulting company (2020 – 2025). 

25 GoldenTree 

Opportunistic Credit 

Fund, Trustee (since 

2025); and Investment 

Managers Series Trust, 

Trustee (since 2025). 
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Name (Age) 

Position 

Year Joining 

the Board 

Principal Occupation 

During Past 5 Years 

Number of 

Investment 

Companies in Fund 

Complex2  

Overseen by Trustee 

Other Public 

Company Board 

Memberships 

During Past 5 Years 

Kevin W. Quinn (67) 

Board Member1
 

2024 Partner at PricewaterhouseCoopers, 

LLC (until 2019). 

25 N/A 

Stacy L. Schaus (66) 

Board Member1
 

2024 Chief Executive Officer of the 

Schaus Group LLC, a consulting 

firm (since 2019); Advisory board 

member of A&P Capital, a 

consulting firm (2019 – 2021). 

25 N/A 

1  Serves on the board's audit committee and nominating committee. 
2  Represents the number of separate portfolios comprising the investment companies in the "Fund Complex," including the fund, 

for which the board member served as of the date of this SAI.  "Fund complex" comprises registered investment companies for 

which the Adviser or an affiliate of the Adviser serves as investment adviser. 

 

Additional information about each board member follows (supplementing the information provided in the table 

above) that describes some of the specific experiences, qualifications, attributes or skills that each board member 

possesses which the board believes has prepared them to be effective board members.  The board believes that the 

significance of each board member's experience, qualifications, attributes or skills is an individual matter (meaning 

that experience that is important for one board member may not have the same value for another) and that these 

factors are best evaluated at the board level, with no single board member, or particular factor, being indicative of 

board effectiveness.  However, the board believes that board members need to have the ability to critically review, 
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evaluate, question and discuss information provided to them, and to interact effectively with fund management, 

service providers and counsel, in order to exercise effective business judgment in the performance of their duties; 

the board believes that its members satisfy this standard.  Experience relevant to having this ability may be achieved 

through a board member's educational background; business, professional training or practice (e.g., medicine, 

accounting or law), public service or academic positions; experience from service as a board member or as an 

executive of investment funds, public companies or significant private or not-for-profit entities or other 

organizations; and/or other life experiences. 

J. Charles Cardona – Mr. Cardona has served as the Chairman of the Board for the funds in the BNY Mellon ETF 

Trust since 2020 and the funds in the BNY Mellon ETF Trust II since 2024.  He currently also serves as an independent 

board member for certain funds in the BNY Mellon Family of Funds.  Mr. Cardona was the President and a Director 

of The Dreyfus Corporation, the predecessor company of BNY Mellon Investment Adviser, Inc., and the Chief 

Executive Officer of Cash Investment Strategies, a division of Dreyfus Corp., until he retired in 2016.  From 2013 to 

2016, Mr. Cardona served as Chairman of MBSC Securities Corporation, a predecessor firm to the Distributor, and 

he previously served as an Executive Vice President from 1997 to 2013.  He also served as President of the Institutional 

Services Division of MBSC Securities Corporation.  He joined the Institutional Services Division in 1985 with 

management responsibility for all Institutional Operations and Client Service units.  Prior to joining the Institutional 

Services Division, he served as Assistant Director of Sales and Services in the Dreyfus Retail Division of MBSC 

Securities Corporation (formerly, Dreyfus Service Corporation), which he joined in 1981. 

Kristen M. Dickey – Ms. Dickey has served as an Independent Board Member for the funds in the BNY Mellon ETF 

Trust since 2020 and the funds in the BNY Mellon ETF Trust II since 2024.  Ms. Dickey's career spans over 20 years of 

experience in the investment management industry, before her retirement in 2017.  She served in various roles at 

BlackRock, Inc. over the course of her career, including as Managing Director—Global Head of Index Strategy from 

2014 to 2017, Managing Director—Head of Corporate Investor Relations from 2012 to 2014 and Managing Director—

Global Head of Financial Institutions Group from 1996 to 2011.  Ms. Dickey has served as a consultant for Alliance 

Bernstein since 2026 and served as a Partner for Aquarian Holdings from 2024 to 2025. Ms. Dickey has served as the 

lead non-executive director for Aperture Investors, LLC, an investment management firm, since 2018.  She also served 

as an independent board director of Marstone, Inc., a financial technology company from 2018 to 2026, and as a non-

executive director of AIMIA, Inc. from 2022 to 2023.  Ms. Dickey has served as a trustee for the New York City park 

nonprofits Friends of the High Line from 2006, where she is also the head of the investment committee, and served as 

a trustee of the Battery Conservancy from 2011 to 2022, where she was also the treasurer.  She served as an advisory 

board member for the nonprofits Girls Who Invest from 2018 to 2024 and the Council for Economic Education from 

2017 to 2024. 

F. Jack Liebau, Jr. – Mr. Liebau has served as an Independent Board Member for the funds in the BNY Mellon 

ETF Trust since 2020 and the funds in the BNY Mellon ETF Trust II since 2024.  Mr. Liebau has over 30 years of 

experience in the investment management industry.  He has served in various roles over the course of his career, 

including as a partner, portfolio manager and head of compliance at Primecap Management Co.  from 1986 to 

2003, president, portfolio manager and head of compliance at Liebau Asset Management from 2003 to 2011, 

portfolio manager and partner at Davis Advisors from 2011 to 2013, President and Chief Executive Officer at 

Roundwood Asset Management from 2013 to 2015, Managing Director at Beach Investment Counsel from 2020 to 

2024, and a private investor and corporate director since 2015.  Mr. Liebau has served as a board member of numerous 

organizations, including as a director of media company Media General from 2008 to 2009, a director of defense firm 

Herley Industries from 2010 to 2011, a corporate director of automotive aftermarket retailer Pep Boys from 2015 to 

2016, a director of industrial company Myers Industries since 2015 and the Chairman of the Board of Myers Industries 

since 2016, the Non-Executive Chairman of the Board of information technology and investigations firm Special 

Investigations Limited Company from 2017 to 2024, an independent director of MuxIP (formerly S3 Software), an 

unlisted software company serving media companies, since 2020, a director of automotive power and security 

solutions company STRATTEC Security Corp. since 2023 and the Chairman of the Board of STRATTEC Security 

Corp. since 2024, and a director of automotive parts company Motorcar Parts of America from 2024 to 2025. 

Jill I. Mavro – Ms. Mavro has served as an Independent Board Member for the funds in the BNY Mellon ETF Trust 

since 2020 and the funds in the BNY Mellon ETF Trust II since 2024.  She brings over 30 years of experience in the 

asset management industry, having held a variety of leadership roles throughout her career.  From 1995 to 2018, 

Ms. Mavro was with State Street Global Advisors (SSGA), where she initially worked in the asset servicing division 
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from 1995 to 1997 before transitioning to the asset management division from 1997 to 2018.  She also served on the 

SPDR Executive Committee at SSGA from 2014 to 2018.  During her tenure, she held several senior positions, 

ultimately serving as Senior Managing Director, responsible for developing and managing strategic relationships 

with the firm's largest clients.  Ms. Mavro is currently President and Founder of Spoondrift Advisory, LLC, an 

investment management consulting firm, since 2018.  She also currently serves as an independent trustee for 

GoldenTree Opportunistic Credit Fund and Investment Managers Series Trust, each since 2025.  From 2020 to 2025, 

she was a Managing Director at Transaction Strategies, LLC (formerly CapWGlobal, LLC).  Her board service 

includes past and present roles with several organizations: Sectoral Asset Management from 2013 to 2015, Women 

in ETFs, Inc. since 2013, and the Overseers Board of Beth Israel Deaconess Medical Center since 2014.   

Kevin W. Quinn – Mr. Quinn has served as an Independent Board Member for the funds in the BNY Mellon ETF 

Trust since 2020 and the funds in the BNY Mellon ETF Trust II since 2024.  Mr. Quinn gained over 35 years of 

experience in the audit, tax and accounting field before his retirement in 2019.  He served as a partner at 

PricewaterhouseCoopers, LLC from 1997 to 2019.  He is a Certified Public Accountant and holds the Chartered 

Financial Analyst designation from the CFA Institute.  Mr. Quinn has also served as trustee as part of the Catholic 

Charities – Archdiocese of Boston, MA from 2001 to 2013, Mutual Funds Against Cancer from 2003 to 2008 and 

INROADS, an organization that seeks to promote ethnic and racial diversity in the corporate workplace, from 1997 

to 2000. 

Stacy L. Schaus – Ms. Schaus has served as an Independent Board Member for the funds in the BNY Mellon ETF 

Trust since 2020 and the funds in the BNY Mellon ETF Trust II since 2024.  Ms. Schaus has over 37 years of 

experience in the financial and investment management industries.  She served as a vice president at Merrill Lynch 

Capital Markets from 1981 to 1989, as the founder and Chief Executive Officer/Chief Operating Officer of Hewitt 

Financial Services, a registered investment adviser and brokerage, from 1992 to 2006, as the President of the Hewitt 

Series Trust from 1992 to 2006, as Executive Vice President—Defined Contribution Practice Founder at PIMCO 

Investment Management from 2006 to 2018, and has served as the founder and Chief Executive Officer of the Schaus 

Group LLC, a consulting firm, since 2019.  Ms. Schaus has served as a board member of several organizations, 

including as a board member of the nonprofit Financial Planning Association from 2005 to 2007, the founder and 

chairwoman of the nonprofit Defined Contribution Institutional Investment Association from 2010 to 2012 and the 

chairwoman (from 2018 to 2020) and executive committee member (from 2018 to 2021) of the nonprofit Employee Benefit 

Research Institute.  She has served as a member of the financial technology committee of the nonprofit Society of 

Actuaries since 2019 and as an advisory board member of A&P Capital, a consulting firm, from 2019 until 2021. 

Committee Meetings 

The board has the following standing committees: audit committee and nominating committee.  Because the fund 

has not commenced operations as of the date of this SAI, there have been no committee meetings with respect to the 

fund. 

Board Members' Fund Share Ownership 

The fund has not commenced operations as of the date of this SAI and therefore, as of the date of this SAI, no board 

member owned any shares in the fund. 

As of December 31, 2025, none of the independent board members or their immediate family members owned 

securities of the Adviser, the Sub-Adviser, the Sub-Sub-Adviser, the Distributor or any person (other than a registered 

investment company) directly or indirectly controlling, controlled by or under common control with the Adviser, the 

Sub-Adviser, the Sub-Sub-Adviser, or the Distributor. 

Board Members' Compensation 

The Independent Board Members are not compensated directly by the fund.  The Independent Board Members are 

paid by the Adviser from the unitary management fee paid to the Adviser by the fund.  The Independent Board 

Members are also reimbursed for their covered expenses.  The below is an estimate of the aggregate amount of 

fees to be paid to each current Independent Board Member for the fund's first fiscal period ending October 31, 

2027.   
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Name of Independent 

Board Member  

Aggregate  

Compensation 

from 

the Trust(1)   

Pension of 

Retirement Benefits 

Accrued as Part of 

Trust Expenses  

Estimated 

Annual Benefits 

Upon Retirement  

Total Compensation 

From the Trust and 

Fund Complex Paid 

to Independent 

Board Members(2)  

J. Charles Cardona $120,677 N/A N/A $464,750 

Kristen M. Dickey $96,542 N/A N/A $165,000 

F. Jack Liebau, Jr. $96,542 N/A N/A $165,000 

Jill I. Mavro $96,542 N/A N/A $165,000 

Kevin W. Quinn $110,931 N/A N/A $189,750 

Stacy L. Schaus $96,542 N/A N/A $165,000 

(1) Represents an estimate of the aggregate amount of fees to be paid to each current Independent Board 

Member for the fund's first fiscal period ending October 31, 2027. 

(2) Represents the total compensation from all investment companies in the fund complex, including the 

fund, for which the board member served as of the date of this SAI.  "Fund complex" comprises registered 

investment companies for which the Adviser or an affiliate of the Adviser serves as investment adviser. 
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OFFICERS 

Name 

Year of Birth 

Position 

Principal Occupation During Past 

5 Years 

Number of Investment 

Companies (and Portfolios) in 

the Fund Complex1 for which 

Officer serves as an Officer 

David DiPetrillo 

1978 

President  

2024 
 

Vice President and Director of 

BNYIA since February 2021; Head 

of North America Distribution, BNY 

Investments since February 2023; 

Head of North America Product 

BNY Investments from January 

2018 to February 2023, and Chief 

Executive Officer of the Adviser 

since February 2023. 

44 (94 portfolios) 

Sarah S. Kelleher 

1975 

Vice President and Secretary 

2024 

Vice President of the Adviser since 

February 2020; Senior Managing 

Counsel of BNY since September 

2021; and Managing Counsel of 

BNY from December 2017 to 

September 2021. 

45 (100 portfolios) 

Amanda Quinn 

1985 

Vice President and Assistant 

Secretary 

2024 

Managing Counsel of BNY since 

March 2024; and Counsel of BNY 

from June 2019 to February 2024. 

45 (100 portfolios) 

Deirdre Cunnane 

1990 

Vice President and Assistant 

Secretary 

2024 

Managing Counsel of BNY since 

December 2021; and Counsel of 

BNY from August 2018 to 

December 2021. 

45 (100 portfolios) 

Lisa M. King  

1968 

Vice President and Assistant 

Secretary  

2024  

Counsel of BNY since June 2023; 

and Regulatory Administration 

Group Manager at BNY Asset 

Servicing from February 2016 to 

June 2023.   

45 (100 portfolios) 
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Name 

Year of Birth 

Position 

Principal Occupation During Past 

5 Years 

Number of Investment 

Companies (and Portfolios) in 

the Fund Complex1 for which 

Officer serves as an Officer 

Lisa Zeller 

1982 

Chief Compliance Officer  

2025 

Chief Compliance Officer since 

December 2025 of the Adviser, 

BNY Mellon ETF Trust, and BNY 

Mellon ETF Trust II; Chief 

Compliance Officer since January 

2026 of BNY Mellon Asset 

Management Canada Ltd.; Deputy 

Chief Compliance Officer of the 

Adviser, BNYIA, and the 

Distributor’s investment advisory 

business from July 2023 to 

December 2025; Head of Funds 

Compliance at Pagaya Investments 

US LLC from January 2022 to July 

2023; and Senior Compliance 

Officer/Chief Compliance Officer at  

Nordea Investment Management 

North America, Inc. from 2016 to 

January 2022. 

2 (25 portfolios) 

Jeff S. Prusnofsky 

1965 

Vice President and Assistant 

Secretary 

2024 

 

Senior Managing Counsel of BNY. 45 (100 portfolios) 

Peter M. Sullivan 

1968 

Chief Legal Officer, Vice President 

and Assistant Secretary 

2024 

Chief Legal Officer of BNYIA and 

Associate General Counsel of BNY 

since July 2021; Senior Managing 

Counsel of BNY from December 

2020 to July 2021; and Managing 

Counsel of BNY from March 2009 

to December 2020. 

45 (100 portfolios) 

Daniel Goldstein 

1969 

Vice President 

2024 

Head of Product Development of 

North America Distribution, BNY 

Investments since January 2018; 

Executive Vice President of North 

America Product, BNY Investments 

since April 2023; and Senior Vice 

President, Development & Oversight 
of North America Product, BNY 

Investments from 2010 to March 

2023. 

44 (94 portfolios) 
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Name 

Year of Birth 

Position 

Principal Occupation During Past 

5 Years 

Number of Investment 

Companies (and Portfolios) in 

the Fund Complex1 for which 

Officer serves as an Officer 

Joseph Martella 

1976 

Vice President 

2024 

Vice President of the BNYIA since 

December 2022; Head of Product 

Management of North America 

Distribution, BNY Investments since 

January 2018; Executive Vice 

President North America Product, 

BNY Investments since April 2023; 

and Senior Vice President of North 

America Product, BNY Investments 

from 2010 to March 2023. 

 

44 (94 portfolios) 

James Windels 

1958 

Treasurer 

2024 

Director of BNYIA since February 

2023; Vice President of BNYIA 

since September 2020; Vice 

President of the Adviser since July 

2022; and Director – BNY Fund 

Administration.  

45 (100 portfolios) 

Roberto G. Mazzeo 

1980 

Assistant Treasurer 

2024 

Financial Reporting Manager – BNY 

Fund Administration.  

45 (100 portfolios) 

Gavin C. Reilly 

1968 

Assistant Treasurer 

2024 

 

Tax Manager - BNY Fund 

Administration. 

45 (100 portfolios) 

Robert Salviolo 

1967 

Assistant Treasurer 

2024 

 

Senior Accounting Manager – BNY 

Fund Administration; and Vice 

President – Operations of the 

Adviser since December 2023. 

45 (100 portfolios) 

Robert Svagna 

1967 

Assistant Treasurer 

2024 

 

Senior Accounting Manager – BNY 

Fund Administration. 

45 (100 portfolios) 

Caridad M. Carosella 

1968 

Anti-Money Laundering Compliance 

Officer 

2024 

 

Anti-Money Laundering Compliance 

Officer of the BNY Mellon Family 

of Funds and BNY Mellon Funds 

Trust. 

41 (94 portfolios) 

1  "Fund complex" comprises registered investment companies for which the Adviser or an affiliate of the Adviser 

serves as investment adviser. 

 

The address of each officer is 240 Greenwich Street, New York, New York 10286. 

CERTAIN PORTFOLIO MANAGER INFORMATION 
The following table lists the number and types of accounts advised by the fund's primary portfolio managers and 

assets under management in those accounts as of September 30, 2026. 
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Primary 

Portfolio Manager 

Registered 

Investment 

Companies 

Total Assets 

Managed 

(in millions) 

Other 

Pooled 

Investment 

Vehicles 

Total 

Assets 

Managed 

(in 

millions) 

Other 

Accounts 

Total Assets 

Managed 

(in millions) 

       

Brock Campbell 1 $950.81 3 $2,590.42 10 $5,367.18 

Ian Johnston N/A N/A N/A N/A 6 $4,299.85 

 

 

The following table provides information on accounts managed (included within the table above) by each primary 

portfolio manager that are subject to performance-based advisory fees.  

 

Primary 

Portfolio Manager Type of Account 

Number of Accounts 

Subject to Performance Fees 

Total Assets of 

Accounts (in 

millions) 

    

Brock Campbell N/A N/A N/A 

Ian Johnston N/A N/A N/A 

 

Because the fund had not commenced operations as of the date of this SAI, no portfolio managers owned any shares 

in the fund. 

 ADVISER'S AND SUB-ADVISER'S COMPENSATION; COMPLIANCE SERVICES 

 Adviser's Compensation 

The fund will pay a monthly management fee to the Adviser at the annual rate of 0.50% of the value of the fund's 

average daily net assets.  

Sub-Adviser's Compensation 

The Adviser will pay a monthly sub-advisory fee to Newton Investment Management North America, LLC 

("NIMNA"),  as Sub-Adviser, at the annual rate of 0.25% of the value of the fund’s average daily net assets.  

Compliance Services 

The fund's compliance program is developed, implemented and maintained by the fund's CCO and her staff.  The 

CCO's staff works on the compliance program and related matters for the fund.  There will be no allocation to the 

fund of compensation expenses for the CCO and her staff.  Because the fund is a unitary fee fund, such compliance 

compensation and expenses are borne by the Adviser.   

SECURITIES LENDING ACTIVITIES 

The board has approved participation in a securities lending program for the fund.  Under the securities lending 

program, The Bank of New York Mellon serves as the fund's securities lending agent ("Securities Lending Agent").  

As the fund was not operational as of the date of this SAI, the fund has not earned any income from securities 

lending nor paid any fees to the Securities Lending Agent.  

The services to be provided by The Bank of New York Mellon as Securities Lending Agent are as follows: selection 

of securities to be loaned; utilization of borrowers previously approved by the fund's board; negotiation of loan 

terms; monitoring daily the value of the loaned securities and collateral; requiring additional collateral as necessary; 

investing cash collateral in accordance with the fund's instructions; marking to market non-cash collateral; 

maintaining custody of non-cash collateral; recordkeeping and account servicing; monitoring dividend activity and 
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material proxy votes relating to loaned securities; transferring loaned securities; recalling loaned securities in 

accordance with the fund's instructions; and arranging for return of loaned securities to the fund at loan termination. 

 OFFERING PRICE 

The fund offers and issues its shares at their net asset value ("NAV") only in aggregations of a specified number of 

shares (each, a "Creation Unit").  The fund generally offers and issues its shares either in exchange for (i) a basket 

of securities designated by the fund ("Deposit Securities") together with the deposit of a specified cash payment 

("Cash Component") or (ii) a cash payment equal in value to the Deposit Securities ("Deposit Cash") together with 

the Cash Component.  The primary consideration accepted by the fund (i.e., Deposit Securities or Deposit Cash) is 

set forth under "Purchase and Redemption of Creation Units" later in this SAI.  The Trust reserves the right to 

permit or require the substitution of a "cash in lieu" amount to be added to the Cash Component to replace any 

Deposit Security and reserves the right to permit or require the substitution of Deposit Securities in lieu of Deposit 

Cash (subject to applicable legal requirements).  The Trust also reserves the right to deviate from a representative 

selection of the fund's portfolio holdings as part of the Deposit Securities if such deviation is in the best interests of 

the fund and its shareholders.  The shares have been approved for listing and secondary trading on a national 

securities exchange ("Exchange").  The shares will trade on the Exchange at market prices. These prices may differ 

from the shares' NAVs.  The shares are also redeemable only in Creation Unit aggregations, and generally in 

exchange either for (i) portfolio securities and a specified cash payment or (ii) cash (subject to applicable legal 

requirements).  For the preceding, the Trust reserves the right to deviate from a representative selection of the fund's 

portfolio holdings if such deviation is in the best interests of the fund and its shareholders. 

Shares may be issued in advance of receipt of Deposit Securities subject to various conditions including a 

requirement to maintain on deposit with the Trust cash at least equal to a specified percentage of the market value of 

the missing Deposit Securities as set forth in the Participant Agreement.  See "Purchase and Redemption of 

Creation Units."  The Trust may impose a transaction fee for each creation or redemption.  In all cases, such fees 

will be limited in accordance with the requirements of the SEC applicable to management investment companies 

offering redeemable securities.  In addition to the fixed creation or redemption transaction fee, an additional 

transaction fee of up to three times the fixed creation or redemption transaction fee and/or an additional variable 

charge may apply as discussed in the section "Purchase and Redemption of Creation Units" in Part II of this SAI 

below. 

CONTINUOUS OFFERING 

The method by which Creation Units of shares are created and traded may raise certain issues under applicable 

securities laws.  Because new Creation Units of shares are issued and sold by the Trust on an ongoing basis, at any 

point a "distribution," as such term is used in the Securities Act, may occur.  Broker-dealers and other persons are 

cautioned that some activities on their part may, depending on the circumstances, result in their being deemed 

participants in a distribution in a manner which could render them statutory underwriters and subject them to the 

prospectus delivery and liability provisions of the Securities Act. 

For example, a broker-dealer firm or its client may be deemed a statutory underwriter if it takes Creation Units after 

placing an order with the Distributor, breaks them down into constituent shares, and sells such shares directly to 

customers, or if it chooses to couple the creation of a supply of new shares with an active selling effort involving 

solicitation of secondary market demand for shares.  A determination of whether one is an underwriter for purposes 

of the Securities Act must take into account all the facts and circumstances pertaining to the activities of the broker- 

dealer or its client in the particular case, and the examples mentioned above should not be considered a complete 

description of all the activities that could lead to a categorization as an underwriter. 

Broker-dealer firms should also note that dealers who are not "underwriters" but are effecting transactions in shares, 

whether or not participating in the distribution of shares, are generally required to deliver a prospectus.  This is 

because the prospectus delivery exemption in Section 4(a)(3) of the Securities Act is not available in respect of such 

transactions as a result of Section 24(d) of the 1940 Act.  Firms that incur a prospectus-delivery obligation with 

respect to shares of the fund are reminded that under Securities Act Rule 153, a prospectus-delivery obligation under 

Section 5(b)(2) of the Securities Act owed to an exchange member in connection with a sale on an exchange is 



I-12 

satisfied by the fact that the fund's prospectus is available at the exchange upon request.  The prospectus delivery 

mechanism provided in Rule 153 is only available with respect to transactions on an exchange. 

The Adviser or its affiliates (the "Selling Shareholder") may purchase Creation Units through a broker-dealer to 

"seed" (in whole or in part) funds as they are launched, or may purchase shares from broker-dealers or other 

investors that have previously provided "seed" for funds when they were launched or otherwise in secondary market 

transactions, and because the Selling Shareholder may be deemed an affiliate of such funds, the fund shares are being 

registered to permit the resale of these shares from time to time after purchase.  The fund will not receive any of the 

proceeds from the resale by the Selling Shareholders of these fund shares. 

The Selling Shareholder intends to sell all or a portion of the fund shares owned by it and offered hereby from time 

to time directly or through one or more broker-dealers, and may also hedge such positions.  The fund shares may be 

sold on any national securities exchange on which the fund shares may be listed or quoted at the time of sale, in the 

over-the-counter market or in transactions other than on these exchanges or systems at fixed prices, at prevailing 

market prices at the time of the sale, at varying prices determined at the time of sale, or at negotiated prices.  These 

sales may be effected in transactions, which may involve cross or block transactions. 

The Selling Shareholder may also loan or pledge fund shares to broker-dealers that in turn may sell such fund shares, 

to the extent permitted by applicable law.  The Selling Shareholder may also enter into options or other transactions 

with broker-dealers or other financial institutions or the creation of one or more derivative securities which require 

the delivery to such broker-dealer or other financial institution of fund shares, which fund shares such broker-dealer 

or other financial institution may resell. 

The Selling Shareholder and any broker-dealer or agents participating in the distribution of fund shares may be 

deemed to be "underwriters" within the meaning of Section 2(a)(11) of the Securities Act in connection with such 

sales.  In such event, any commissions paid to any such broker-dealer or agent and any profit on the resale of the 

fund shares purchased by them may be deemed to be underwriting commissions or discounts under the Securities 

Act.  The Selling Shareholder who may be deemed an "underwriter" within the meaning of Section 2(a)(11) of the 

Securities Act will be subject to the applicable prospectus delivery requirements of the Securities Act. 

EXCHANGE LISTING AND TRADING 

A discussion of exchange listing and trading matters associated with an investment in the fund is contained in the 

fund's prospectus under "Purchase and Sale of Fund Shares" and "Additional Purchase and Sale Information." The 

discussion below supplements, and should be read in conjunction with, such sections of the prospectus. 

Shares are approved for listing and trading on the Exchange, subject to notice of issuance. Shares trade on the 

Exchange at prices that may differ to some degree from their NAV.  There can be no assurance that the 

requirements of the Exchange necessary to maintain the listing of shares of the fund will continue to be met. 

The Exchange may consider the suspension of trading in, and may initiate delisting proceedings of, the shares of the 

fund under any of the following circumstances: (i) if the Exchange becomes aware that the fund is no longer eligible 

to operate in reliance on Rule 6c-11 under the 1940 Act; (ii) if the fund no longer complies with the applicable 

listing requirements set forth in the Exchange's rules; (iii) if, following the initial twelve-month period after 

commencement of trading on the Exchange of the fund, there are fewer than 50 beneficial holders of the fund; or 

(iv) if such other event shall occur or condition exists which, in the opinion of the Exchange, makes further 

dealings on the Exchange inadvisable.  The Exchange will remove the shares from listing and trading upon 

termination of the fund. The Trust reserves the right to adjust the share price of the fund in the future to maintain 

convenient trading ranges for investors.  Any adjustments would be accomplished through stock splits or reverse 

stock splits, which would have no effect on the net assets of the fund. 

As in the case of other publicly traded securities, brokers' commissions on transactions will be based on negotiated 

commission rates at customary levels. 

The base and trading currencies of the fund is the U.S. dollar. The base currency is the currency in which the fund's 

NAV per share is calculated and the trading currency is the currency in which shares of the fund are listed and traded 

on the Exchange. 
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BOOK ENTRY ONLY SYSTEM 

The following information supplements and should be read in conjunction with the section in the prospectus entitled 

"Additional Purchase and Sale Information." 

The DTC acts as securities depositary for the shares. Shares of the fund are represented by securities registered in the 

name of DTC or its nominee, Cede & Co., and deposited with, or on behalf of, DTC.  Except in the limited 

circumstance provided below, certificates will not be issued for shares.  DTC, a limited-purpose trust company, was 

created to hold securities of its participants (the "DTC Participants") and to facilitate the clearance and settlement of 

securities transactions among the DTC Participants in such securities through electronic book-entry changes in 

accounts of the DTC Participants, thereby eliminating the need for physical movement of securities certificates. DTC 

Participants include securities brokers and dealers, banks, trust companies, clearing corporations and certain other 

organizations, some of whom (and/or their representatives) own DTC.  More specifically, DTC is owned by a 

number of its DTC Participants and by the NYSE and FINRA. Access to the DTC system is also available to others 

such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a 

DTC Participant, either directly or indirectly (the "Indirect Participants"). 

Beneficial ownership of shares is limited to DTC Participants, Indirect Participants and persons holding interests 

through DTC Participants and Indirect Participants. Ownership of beneficial interests in shares (owners of such 

beneficial interests are referred to herein as "Beneficial Owners") is shown on, and the transfer of ownership is 

effected only through, records maintained by DTC (with respect to DTC Participants) and on the records of DTC 

Participants (with respect to Indirect Participants and Beneficial Owners that are not DTC Participants).  Beneficial 

Owners will receive from or through the DTC Participant a written confirmation relating to their purchase of shares. 

Conveyance of all notices, statements and other communications to Beneficial Owners is effected as follows. 

Pursuant to the depositary agreement between the Trust and DTC, DTC is required to make available to the Trust 

upon request and for a fee to be charged to the Trust a listing of the shares of the fund held by each DTC Participant.  

The Trust, either directly or through a third party service, shall inquire of each such DTC Participant as to the 

number of Beneficial Owners holding shares, directly or indirectly, through such DTC Participant.  The Trust, either 

directly or through a third party service, shall provide each such DTC Participant with copies of such notice, 

statement or other communication, in such form, number and at such place as such DTC Participant may reasonably 

request, in order that such notice, statement or communication may be transmitted by such DTC Participant, directly 

or indirectly, to such Beneficial Owners.  In addition, the Trust shall pay to each such DTC Participant and/or third 

party service a fair and reasonable amount as reimbursement for the expenses attendant to such transmittal, all 

subject to applicable statutory and regulatory requirements. 

Share distributions shall be made to DTC or its nominee, Cede & Co., as the registered holder of all shares. DTC or 

its nominee, upon receipt of any such distributions, shall credit immediately DTC Participants' accounts with 

payments in amounts proportionate to their respective beneficial interests in shares of the fund as shown on the 

records of DTC or its nominee.  Payments by DTC Participants to Indirect Participants and Beneficial Owners of 

shares held through such DTC Participants will be governed by standing instructions and customary practices, as is 

now the case with securities held for the accounts of customers in bearer form or registered in a "street name," and 

will be the responsibility of such DTC Participants. 

The Trust has no responsibility or liability for any aspects of the records relating to or notices to Beneficial Owners, 

or payments made on account of beneficial ownership interests in such shares, or for maintaining, supervising or 

reviewing any records relating to such beneficial ownership interests or for any other aspect of the relationship 

between DTC and the DTC Participants or the relationship between such DTC Participants and the Indirect 

Participants and Beneficial Owners owning through such DTC Participants. 

DTC may determine to discontinue providing its service with respect to shares at any time by giving reasonable 

notice to the Trust and discharging its responsibilities with respect thereto under applicable law.  Under such 

circumstances, the Trust shall take action either to find a replacement for DTC to perform its functions at a 

comparable cost or, if such a replacement is unavailable, to issue and deliver printed certificates representing 

ownership of shares, unless the Trust makes other arrangements with respect thereto satisfactory to the Exchange. 
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SECURITIES OF REGULAR BROKERS OR DEALERS 

The fund may acquire securities issued by one or more of its "regular brokers or dealers," as defined in Rule 10b-1 

under the 1940 Act.  Rule 10b-1 provides that a "regular broker or dealer" is one of the ten brokers or dealers that, 

during the fund's last fiscal year: (1) received the greatest dollar amount of brokerage commissions from 

participating, either directly or indirectly, in the fund's portfolio transactions, (2) engaged as principal in the largest 

dollar amount of the fund's portfolio transactions, or (3) sold the largest dollar amount of the fund's securities.  As the 

fund was not operational as of the date of this SAI, there is no information with respect to ownership of any 

securities of any "regular broker or dealer" as of that date. 

COMMISSIONS 

As the fund was not operational as of the date of this SAI, there is no information with respect to brokerage 

transactions or commissions as of that date.  

PORTFOLIO TURNOVER VARIATION 

As the fund was not operational as of the date of this SAI, there is no information with respect to the fund's portfolio 

turnover rates as of that date. 

SHARE OWNERSHIP 

The fund had not yet commenced operations as of the date of this SAI, and therefore did not have any beneficial 

owners that owned greater than 5% of the outstanding voting securities of the fund as of the date of this SAI. 

A shareholder who beneficially owns, directly or indirectly, more than 25% of the fund's voting securities may be 

deemed to "control" (as defined in the 1940 Act) the fund.  An Authorized Participant may hold of record more than 

25% of the outstanding shares of the fund.  From time to time, Authorized Participants may be a beneficial and/or 

legal owner of the fund, may be deemed to have control of the fund and/or may be able to affect the outcome of 

matters presented for a vote of the shareholders of the fund.  Authorized Participants may execute an irrevocable 

proxy granting the Distributor or an affiliate of the Distributor (the "Agent") power to vote or abstain from voting 

such Authorized Participant's beneficially or legally owned shares of the fund.  In such cases, the Agent shall mirror 

vote (or abstain from voting) such shares in the same proportion as all other beneficial owners of the fund. 

Board members and officers, as a group, owned less than 1% of the fund's voting securities outstanding as of the 

date of this SAI. 

Certain shareholders of the fund may from time to time own or control a significant percentage of the fund's shares 

("Large Shareholders").  Large Shareholders may include, for example, institutional investors, funds of funds, 

affiliates of the Adviser, and discretionary advisory clients whose buy-sell decisions are controlled by a single 

decision-maker, including separate accounts and/or funds managed by the Adviser or its affiliates.  Large 

Shareholders may sell all or a portion of their shares of the fund at any time or may be required to sell all or a 

portion of their shares in order to comply with applicable regulatory restrictions (including, but not limited to, 

restrictions that apply to U.S. banking entities and their affiliates, such as the Adviser).  Sales by Large Shareholders 

of their shares of the fund may cause Authorized Participants to engage in redemption requests, which in turn may 

force the fund to sell securities at an unfavorable time and/or under unfavorable conditions, or sell more liquid assets 

of the fund, in order to meet redemption requests for any redemptions in cash as opposed to in-kind.  These sales for 

any cash redemption baskets may adversely affect both the fund's market price and NAV and may result in 

increasing the fund's liquidity risk, transaction costs and/or taxable distributions. 

From time to time, BNY Investments' managers, and the Adviser, may sponsor and/or manage a fund in which a 

BNY affiliate invests seed capital ("Seed Capital").  Such investments may raise potential conflicts of interest 

because a BNY affiliate, as an investor in the fund, may possess material information about the fund that may not be 

available to other fund investors.  This informational advantage could be perceived as enabling a BNY affiliate to 

invest or redeem Seed Capital in a manner that conflicts with the interests of other fund investors and/or benefits 

BNY or its affiliates.  In order to mitigate such conflicts, BNY has implemented a policy (the "Seed Capital 
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Investment and Redemption Policy") that governs its affiliates' investment and redemption of Seed Capital in the 

fund.  The Seed Capital Investment and Redemption Policy includes specific parameters that govern the timing and 

extent of the investment and redemption of Seed Capital, which may be set according to one or more objective 

factors expressed in terms of timing, asset level, investment performance goals or other criteria approved by BNY.  

In extraordinary circumstances and subject to certain conditions, BNY will have the authority to modify the 

application of the Seed Capital Investment and Redemption Policy to a particular investment of Seed Capital after 

the investment has been made.  The Seed Capital Investment and Redemption Policy does not apply (i) in cases 

where Seed Capital is invested in a  fund that has no third party investors and (ii) to investments or redemptions that 

are required in order to comply with applicable regulatory restrictions (including, but not limited to, restrictions that 

apply to U.S. banking entities and their affiliates, such as the Adviser). 
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 PART II 

PURCHASE AND REDEMPTION OF CREATION UNITS 

The fund issues and redeems its shares on a continuous basis, at NAV, only in a large specified number of shares 

called a "Creation Unit."  The value of the fund is determined once each business day.  The Creation Unit size for 

the fund may change.  Authorized Participants will be notified of such change.  Creation Unit transactions may be 

made in-kind, for cash, or for a combination of securities and cash.  The principal consideration for creations and 

redemptions for the fund is in-kind, although this may be revised at any time without notice. 

PURCHASE (CREATION).  The Trust issues and sells shares of the fund only: in Creation Units on a continuous 

basis through the Distributor, without a sales load (but subject to transaction fees), at their NAV per share next 

determined after receipt of an order, on any Business Day, in proper form pursuant to the terms of the Authorized 

Participant Agreement ("Participant Agreement"). 

FUND DEPOSIT.  The consideration for purchase of a Creation Unit of the fund generally consists of either (i) the 

Deposit Securities and the Cash Component (defined below), computed as described below; or (ii) the cash value of 

the Deposit Securities and the Cash Component, computed as described below.  When accepting purchases of 

Creation Units for cash, the fund may incur additional costs associated with the acquisition of Deposit Securities that 

would otherwise be provided by an in-kind purchaser. 

Together, the Deposit Securities or Deposit Cash, as applicable, and the Cash Component constitute the "Fund 

Deposit," which represents the minimum initial and subsequent investment amount for a Creation Unit of the fund.  

The Cash Component, which may include a Dividend Equivalent Payment, is an amount equal to the difference 

between the NAV of the shares (per Creation Unit) and the market value of the Deposit Securities or Deposit Cash, 

as applicable.  The "Dividend Equivalent Payment" enables the fund to make a complete distribution of dividends 

on the day preceding the next dividend payment date, and is an amount equal, on a per Creation Unit basis, to the 

dividends on all the portfolio securities of the fund ("Dividend Securities") with ex-dividend dates within the 

accumulation period for such distribution (the "Accumulation Period"), net of expenses and liabilities for such 

period, as if all of the Dividend Securities had been held by the fund for the entire Accumulation Period.  The 

Accumulation Period begins on the ex-dividend date for the fund and ends on the day preceding the next ex- 

dividend date.  If the Cash Component is a positive number (i.e., the NAV per Creation Unit exceeds the market 

value of the Deposit Securities or Deposit Cash, as applicable), the Cash Component shall be such positive amount.  

If the Cash Component is a negative number (i.e., the NAV per Creation Unit is less than the market value of the 

Deposit Securities or Deposit Cash, as applicable), the Cash Component shall be such negative amount and the 

creator will be entitled to receive cash in an amount equal to the Cash Component.  The Cash Component serves the 

function of compensating for any differences between the NAV per Creation Unit and the market value of the 

Deposit Securities or Deposit Cash, as applicable.  Computation of the Cash Component excludes any stamp duty or 

other similar fees and expenses payable upon transfer of beneficial ownership of the Deposit Securities, if 

applicable, which shall be the sole responsibility of the Authorized Participant (as defined below). 

The Custodian, through NSCC, makes available on each Business Day, prior to the opening of business on the 

Exchange (currently 9:30 a.m., Eastern time), the list of the names and the required number of shares of each 

Deposit Security or the required amount of Deposit Cash, as applicable, to be included in the current standard Fund 

Deposit (based on information at the end of the previous Business Day) for the fund.  Such standard Fund Deposit is 

subject to any applicable adjustments as described below, in order to effect purchases of Creation Units of the fund 

until such time as the next-announced composition of the Deposit Securities or the required amount of Deposit Cash, 

as applicable, is made available. 

The identity and number of shares of the Deposit Securities or the amount of Deposit Cash, as applicable, required 

for a Fund Deposit for the fund may be changed from time to time with a view to the investment objective of the 

fund.  Information regarding the Fund Deposit necessary for the purchase of a Creation Unit is made available to 

Authorized Participants and other market participants seeking to transact in Creation Unit aggregations.   

The Trust intends to require the substitution of an amount of cash (i.e., a "cash in lieu" amount) to replace any 

Deposit Security that is a TBA transaction.  The amount of cash contributed will be equivalent to the price of the 
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TBA transaction listed as a Deposit Security.  As noted above, the Trust reserves the right to permit or require the 

substitution of Deposit Cash to replace any Deposit Security, which shall be added to the Cash Component, 

including, without limitation, in situations where the Deposit Security: (i) may not be available in sufficient quantity 

for delivery, (ii) may not be eligible for transfer through the systems of DTC for corporate securities and municipal 

securities or the Federal Reserve System for U.S. Treasury securities; (iii) may not be eligible for trading by an 

Authorized Participant or the investor for which it is acting; (iv) would be restricted under the securities laws or 

where the delivery of the Deposit Security to the Authorized Participant would result in the disposition of the 

Deposit Security by the Authorized Participant becoming restricted under the securities laws; or (v) in certain other 

situations (collectively, "non-standard orders").  The Trust also reserves the right to: (i) permit or require the 

substitution of Deposit Securities in lieu of Deposit Cash; and (ii) include or remove Deposit Securities from the 

basket in anticipation of portfolio changes. 

PROCEDURES FOR PURCHASE OF CREATION UNITS.  To be eligible to place orders with the Distributor, as 

facilitated via the Transfer Agent, to purchase a Creation Unit of the fund, an entity must be (i) a "Participating 

Party", i.e., a broker-dealer or other participant in the clearing process through the Continuous Net Settlement 

System of the NSCC (the "Clearing Process"), a clearing agency that is registered with the SEC; or (ii) a DTC 

Participant (see "Book Entry Only System").  In addition, each Participating Party or DTC Participant (each, an 

"Authorized Participant") must execute a Participant Agreement that has been agreed to by the Distributor and the 

Transfer Agent, and that has been accepted by the Trust, with respect to purchases and redemptions of Creation 

Units.  Each Authorized Participant will agree, pursuant to the terms of a Participant Agreement, on behalf of itself 

or any investor on whose behalf it will act, to certain conditions, including that it will pay to the Trust, an amount of 

cash sufficient to pay the Cash Component together with the creation transaction fee (described below) and any 

other applicable fees, taxes and additional variable charge. 

All orders to purchase shares directly from the fund, including non-standard orders, must be placed for one or more 

Creation Units and in the manner and by the time set forth in the Participant Agreement and/or the applicable order 

form.  The date on which an order to purchase Creation Units (or an order to redeem Creation Units, as set forth 

below) is received and accepted is referred to as the "Order Placement Date." 

An Authorized Participant may require an investor to make certain representations or enter into agreements with 

respect to the order (e.g., to provide for payments of cash, when required).  Investors should be aware that their 

particular broker may not have executed a Participant Agreement and that, therefore, orders to purchase shares 

directly from the fund in Creation Units have to be placed by the investor's broker through an Authorized Participant 

that has executed a Participant Agreement.  In such cases there may be additional charges to such investor.  At any 

given time, there may be only a limited number of broker-dealers that have executed a Participant Agreement and 

only a small number of such Authorized Participants may have international capabilities. 

On days when the Exchange closes earlier than normal, the fund may require orders to create Creation Units to be 

placed earlier in the day.  In addition, if a market or markets on which the fund's investments are primarily traded is 

closed, the fund will also generally not accept orders on such day(s).  Orders must be transmitted by an Authorized 

Participant by telephone or other transmission method acceptable to the Distributor pursuant to procedures set forth 

in the Participant Agreement and in accordance with the applicable order form.  Those placing orders through an 

Authorized Participant should allow sufficient time to permit proper submission of the purchase order by the cut-off 

time.  Economic or market disruptions or changes, or telephone or other communication failure may impede the 

ability to reach the Distributor or an Authorized Participant. 

Fund Deposits must be delivered by an Authorized Participant through the Federal Reserve System (for cash and 

U.S. government securities), or through DTC (for corporate securities and municipal securities), through a sub-

custody agent (for foreign securities) and/or through such other arrangements allowed by the Trust or its agents.  

With respect to foreign Deposit Securities, the Custodian shall cause the sub-custodian of the fund to maintain an 

account into which the Authorized Participant shall deliver, on behalf of itself or the party on whose behalf it is 

acting, such Deposit Securities.  Foreign Deposit Securities must be delivered to an account maintained at the 

applicable local sub-custodian.  The Fund Deposit transfer must be ordered by the Authorized Participant in a timely 

fashion so as to ensure the delivery of the requisite number of Deposit Securities or Deposit Cash, as applicable, to 

the account of the fund or its agents by no later than the Settlement Date.  The "Settlement Date" for orders to create 

shares is generally the first Business Day ("T+1") after the Order Placement Date.  All questions as to the number of 

Deposit Securities or Deposit Cash to be delivered, as applicable, and the validity, form and eligibility (including 
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time of receipt) for the deposit of any tendered securities or cash, as applicable, will be determined by the Trust, 

whose determination shall be final and binding.  The amount of cash represented by the Cash Component must be 

transferred directly to the Custodian through the Federal Reserve Bank wire transfer system in a timely manner so as 

to be received by the Custodian no later than the Settlement Date.  If the Cash Component and the Deposit Securities 

or Deposit Cash, as applicable, are not received in a timely manner by the Settlement Date, the creation order may 

be cancelled.  Upon written notice to the Distributor, such canceled order may be resubmitted the following 

Business Day using a Fund Deposit as newly constituted to reflect the then current NAV of the fund.  The delivery 

of Creation Units so created generally will occur no later than the first Business Day following the day on which the 

purchase order is deemed received by the Distributor. 

The order shall be deemed to be received on the Business Day on which the order is placed provided that the order is 

placed in proper form prior to the applicable cut-off time and the federal funds in the appropriate amount are 

deposited with the Custodian on the Settlement Date per applicable instructions.  If the order is not placed in proper 

form as required, or federal funds in the appropriate amount are not received on the Settlement Date per applicable 

instructions, then the order may be deemed to be rejected and the Authorized Participant shall be liable to the fund 

for losses, if any, resulting therefrom.  A creation request is considered to be in "proper form" if all procedures set 

forth in the Participant Agreement, order form and this SAI are properly followed. 

ISSUANCE OF A CREATION UNIT.  Except as provided herein, Creation Units will not be issued until the 

transfer of good title to the Trust of the Deposit Securities or payment of Deposit Cash, as applicable, and the 

payment of the Cash Component have been completed.  When the sub-custodian has confirmed to the Custodian that 

the required Deposit Securities (or the cash value thereof) have been delivered to the account of the relevant sub-

custodian or sub-custodians, the Distributor and the Adviser shall be notified of such delivery, and the Trust will 

issue and cause the delivery of the Creation Units. 

In instances where the Trust accepts Deposit Securities for the purchase of a Creation Unit, the Creation Unit may 

be purchased in advance of receipt by the Trust of all or a portion of the applicable Deposit Securities as described 

below.  In these circumstances, the initial deposit will have a value greater than the NAV of the shares on the date 

the order is placed in proper form since in addition to available Deposit Securities, cash must be deposited in an 

amount equal to the sum of (i) the Cash Component, plus (ii) an additional amount of cash equal to a percentage of 

the market value as set forth in the Participant Agreement, of the undelivered Deposit Securities (the "Additional 

Cash Deposit"), which shall be maintained in a general non-interest bearing collateral account.  An additional 

amount of cash shall be required to be deposited with the Trust, pending delivery of the missing Deposit Securities 

to the extent necessary to maintain the Additional Cash Deposit with the Trust in an amount at least equal to the 

applicable percentage, as set forth in the Participant Agreement, of the daily marked to market value of the missing 

Deposit Securities.  The Trust may use such Additional Cash Deposit to buy the missing Deposit Securities at any 

time.  Authorized Participants will be liable to the Trust for all costs, expenses, dividends, income and taxes 

associated with missing Deposit Securities, including the costs incurred by the Trust in connection with any such 

purchases.  These costs will be deemed to include the amount by which the actual purchase price of the Deposit 

Securities exceeds the market value of such Deposit Securities on the day the purchase order was deemed received 

by the Distributor plus the brokerage and related transaction costs associated with such purchases.  The Trust will 

return any unused portion of the Additional Cash Deposit once all of the missing Deposit Securities have been 

properly received by the Custodian or purchased by the Trust and deposited into the Trust.  In addition, a transaction 

fee as described below under "Creation and Redemption Transaction Fees" will be charged in all cases and an 

additional variable charge may also be applied.  The delivery of Creation Units so created generally will occur no 

later than the Settlement Date. 

ACCEPTANCE OF ORDERS OF CREATION UNITS.  The Trust reserves the right to reject an order for Creation 

Units transmitted in respect of the fund at its discretion for any legally permissible reason, including, but not limited 

to, if (a) the order is not in proper form or the Deposit Securities delivered do not consist of the securities that the 

Custodian specified; (b) the Deposit Securities or Deposit Cash, as applicable, delivered by the Authorized 

Participant are not as disseminated through the facilities of the NSCC for that date by the Custodian; (c) the 

investor(s), upon obtaining the shares ordered, would own 80% or more of the currently outstanding shares of the 

fund; (d) the acceptance of the Fund Deposit would, in the opinion of counsel, be unlawful; (e) the acceptance or 

receipt of the order for a Creation Unit would, in the opinion of counsel to the Trust, be unlawful; or (f) in the event 

that circumstances outside the control of the Trust, the Custodian, the Transfer Agent, the Distributor and/or the 
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Adviser make it for all practical purposes not feasible to process orders for Creation Units.  Examples of such 

circumstances include acts of God or public service or utility problems such as fires, floods, extreme weather 

conditions and power outages resulting in telephone, telecopy and computer failures; market conditions or activities 

causing trading halts; systems failures involving computer or other information systems affecting the Trust, the 

Distributor, the Custodian, the Transfer Agent, DTC, NSCC, Federal Reserve System, or any other participant in the 

creation process, and other extraordinary events.  The Trust or its agents shall communicate to the Authorized 

Participant its rejection of an order.  The Trust, the Transfer Agent, the Custodian and the Distributor are under no 

duty, however, to give notification of any defects or irregularities in the delivery of Fund Deposits nor shall either of 

them incur any liability for the failure to give any such notification.  The Trust, the Transfer Agent, the Custodian 

and the Distributor shall not be liable for the rejection of any purchase order for Creation Units.  Given the 

importance of the ongoing issuance of Creation Units to maintaining a market price that is at or close to the 

underlying net asset value of the fund, the Trust does not intend to suspend acceptance of orders for Creation Units.   

All questions as to the number of shares of each security in the Deposit Securities and the validity, form, eligibility 

and acceptance for deposit of any securities to be delivered shall be determined by the Trust, and the Trust's 

determination shall be final and binding. 

REDEMPTION.  Shares may be redeemed only in Creation Units at their NAV next determined after receipt of a 

redemption request in proper form by the fund through the Transfer Agent and only on a Business Day.  Except 

upon liquidation of the fund, the Trust will not redeem shares in amounts less than Creation Units.  Investors must 

accumulate enough shares in the secondary market to constitute a Creation Unit in order to have such shares 

redeemed by the Trust.  There can be no assurance, however, that there will be sufficient liquidity in the public 

trading market at any time to permit assembly of a Creation Unit.  Investors should expect to incur brokerage and 

other costs in connection with assembling a sufficient number of shares to constitute a redeemable Creation Unit. 

The Custodian, through the NSCC, makes available prior to the opening of business on the Exchange (currently 9:30 

a.m.  Eastern time) on each Business Day, the list of the names and share quantities of securities designated by the 

fund that will be applicable (subject to possible amendment or correction) to redemption requests received in proper 

form (as defined below) on that day ("Redemption Securities").  Redemption Securities received on redemption may 

not be identical to Deposit Securities.  The identity and number of shares of the Redemption Securities or the Cash 

Redemption Amount (defined below) may be changed from time to time with a view to the investment objective of 

the fund.   

Redemption proceeds for a Creation Unit are paid either in-kind or in cash or a combination thereof, as determined 

by the Trust.  With respect to in-kind redemptions of the fund, redemption proceeds for a Creation Unit will consist 

of Redemption Securities plus cash in an amount equal to the difference between the NAV of the shares being 

redeemed, as next determined after a receipt of a request in proper form, and the value of the Redemption Securities 

(the "Cash Redemption Amount"), less a fixed redemption transaction fee and any applicable additional variable 

charge as described below.  In the event that the Redemption Securities have a value greater than the NAV of the 

shares, a compensating cash payment equal to the differential is required to be made by or through an Authorized 

Participant by the redeeming shareholder.  Notwithstanding the foregoing: (i) the Trust will substitute a cash in lieu 

amount to replace any Fund Security that is a TBA transaction and the amount of cash paid out in such cases will be 

equivalent to the value of the TBA transaction listed as the Fund Security and (ii) at the Trust's discretion, an 

Authorized Participant may receive the corresponding cash value of the securities in lieu of the in-kind securities 

value representing one or more Redemption Securities. 

PROCEDURES FOR REDEMPTION OF CREATION UNITS.  After the Trust has deemed an order for 

redemption received, the Trust will initiate procedures to transfer the requisite Redemption Securities and the Cash 

Redemption Amount to the Authorized Participant by the Settlement Date.  The Settlement Date for orders to 

redeem shares is generally the first Business Day (T+1) after the Order Placement Date.  With respect to in-kind 

redemptions of the fund, the calculation of the value of the Redemption Securities and the Cash Redemption 

Amount to be delivered upon redemption will be made by the Custodian computed on the Business Day on which a 

redemption order is deemed received by the Trust.  Therefore, if a redemption order in proper form is submitted to 

the Distributor by a DTC Participant by the specified time on the Order Placement Date, and the requisite number of 

shares of the fund are delivered to the Custodian per applicable instructions on the Settlement Date, then the value of 

the Redemption Securities and the Cash Redemption Amount to be delivered will be determined by the Custodian 

on such Order Placement Date.  If the requisite number of shares of the fund are not delivered on the Settlement 
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Date per applicable instructions, the fund will not release the underlying securities for delivery unless collateral is 

posted in such percentage amount of missing shares as set forth in the Participant Agreement (marked to market 

daily). 

With respect to in-kind redemptions of the fund, in connection with taking delivery of shares of Redemption 

Securities upon redemption of Creation Units, an Authorized Participant must maintain appropriate custody 

arrangements with a qualified broker-dealer, bank or other custody providers in each jurisdiction in which any of the 

Redemption Securities are customarily traded (or such other arrangements as allowed by the Trust or its agents), to 

which account such Redemption Securities will be delivered.  The Trust generally intends to effect deliveries of 

redemption proceeds on a T+1 basis.  Due to the schedule of holidays in certain countries, however, the delivery of 

in-kind redemption proceeds may take longer than the standard settlement period following the day on which the 

redemption request is received in proper form.  If the Authorized Participant has not made appropriate arrangements 

to take delivery of the Redemption Securities in the applicable foreign jurisdiction and it is not possible to make 

other such arrangements, or if it is not possible to effect deliveries of the Redemption Securities in such jurisdiction, 

the Trust may, in its discretion, exercise its option to redeem such shares in cash, and the Authorized Participant will 

be required to receive its redemption proceeds in cash.  If it is not possible to make other such arrangements, or if it 

is not possible to effect deliveries of the Redemption Securities, the Trust may in its discretion exercise its option to 

redeem such shares in cash, and the redeeming investor will be required to receive its redemption proceeds in cash.  

In addition, an investor may request a redemption in cash that the fund may, in its sole discretion, permit.  In either 

case, the investor will receive a cash payment equal to the NAV of its shares based on the NAV of shares of the fund 

next determined after the redemption request is received in proper form (minus a redemption transaction fee and 

additional charge for requested cash redemptions described below, to offset the Trust's brokerage and other 

transaction costs associated with the disposition of Redemption Securities).  The fund may also, in its sole 

discretion, upon request of a shareholder, provide such redeemer a portfolio of securities that differs from the exact 

composition of the Redemption Securities but does not differ in NAV. 

An Authorized Participant submitting a redemption request is deemed to represent to the Trust that, as of the close 

of the Business Day on which the redemption request was submitted, it (or its client) will own (within the meaning 

of Rule 200 of Regulation SHO) or has arranged to borrow for delivery to the Trust on or prior to the Settlement 

Date of the redemption request, the requisite number of shares of the fund to be redeemed as a Creation Unit.  In 

either case, the Authorized Participant is deemed to acknowledge that: (i) it (or its client) has full legal authority and 

legal right to tender for redemption the requisite number of shares of the fund and to receive the entire proceeds of 

the redemption; and (ii) if such shares submitted for redemption have been loaned or pledged to another party or are 

the subject of a repurchase agreement, securities lending agreement or any other arrangement affecting legal or 

beneficial ownership of such shares being tendered, there are no restrictions precluding the tender and delivery of 

such shares (including borrowed shares, if any) for redemption, free and clear of liens, on the redemption Settlement 

Date.  The Trust reserves the right to verify these representations at its discretion, but will typically require 

verification with respect to a redemption request from the fund in connection with higher levels of redemption 

activity and/or short interest in the fund.  If the Authorized Participant, upon receipt of a verification request, does 

not provide sufficient verification of its representations as determined by the Trust, the redemption request will not 

be considered to have been received in proper form and may be rejected by the Trust. 

Redemptions of shares for Redemption Securities will be subject to compliance with applicable federal and state 

securities laws and the fund (whether or not it otherwise permits cash redemptions) reserves the right to redeem 

Creation Units for cash to the extent that the Trust could not lawfully deliver specific Redemption Securities upon 

redemptions or could not do so without first registering the Redemption Securities under such laws.  An Authorized 

Participant or an investor for which it is acting subject to a legal restriction with respect to a particular security 

included in the Redemption Securities applicable to the redemption of Creation Units may be paid an equivalent 

amount of cash.  The Authorized Participant may request the redeeming investor of the shares to complete an order 

form or to enter into agreements with respect to such matters as compensating cash payment.  Further, an 

Authorized Participant that is not a "qualified institutional buyer," ("QIB") as such term is defined under Rule 144A 

of the Securities Act, will not be able to receive Redemption Securities that are restricted securities eligible for 

resale under Rule 144A.  An Authorized Participant may be required by the Trust to provide a written confirmation 

with respect to QIB status in order to receive Redemption Securities. 
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The right of redemption may be suspended or the date of payment postponed for the fund (1) for any period during 

which the Exchange is closed (other than customary weekend and holiday closings); (2) for any period during which 

trading on the Exchange is suspended or restricted; (3) for any period during which an emergency exists as a result 

of which disposal of the shares of the fund or determination of the NAV of the shares is not reasonably practicable; 

or (4) in such other circumstance as is permitted by the SEC. 

REQUIRED EARLY ACCEPTANCE OF ORDERS.  Notwithstanding the foregoing, as described in the Participant 

Agreement and/or the applicable order form, the fund may require orders to be placed prior to the trade date, as 

described in the Participant Agreement or the applicable order form, in order to receive the trade date's NAV.  The 

cut-off time to receive the trade date's NAV will not precede the calculation of the NAV of the fund's shares on the 

prior Business Day.  Orders to purchase shares of the fund that are submitted on the Business Day immediately 

preceding a holiday or a day (other than a weekend) that the equity markets in the relevant foreign market are closed 

may not be accepted.  Authorized Participants may be notified that the cut-off time for an order may be earlier on a 

particular Business Day, as described in the Participant Agreement and the applicable order form.   

CREATION AND REDEMPTION TRANSACTION FEES.  A transaction fee is imposed for the transfer and other 

transaction costs associated with the purchase or redemption of Creation Units, as applicable.  Authorized 

Participants will be required to pay a fixed creation transaction fee and/or a fixed redemption transaction fee, as 

applicable, on a given day regardless of the number of Creation Units created or redeemed on that day.  The fund 

may adjust the transaction fee from time to time.  An additional charge or a variable charge (discussed below) will 

be applied to certain creation and redemption transactions, including non-standard orders and whole or partial cash 

purchases or redemptions.  With respect to creation orders, Authorized Participants are responsible for the costs of 

transferring the securities constituting the Deposit Securities to the account of the Trust and with respect to 

redemption orders, Authorized Participants are responsible for the costs of transferring the Redemption Securities 

from the Trust to their account or on their order.  Investors who use the services of a broker or other such 

intermediary may also be charged a fee for such services. 

From time to time, the fund may waive all or a portion of its applicable transaction fee(s).  An additional charge of 

up to three (3) times the standard transaction fee may be charged to the extent a transaction is outside of the clearing 

process. 

In addition to the transaction fees described above, the fund may charge an additional variable fee for transactions in 

cash to offset brokerage and impact expenses associated with the cash transaction. The variable transaction fee will 

be calculated based on historical transaction cost data and the Adviser’s view of current market conditions; however, 

the actual variable fee charged for a given transaction may be lower or higher than the trading expenses incurred by 

the fund with respect to that transaction. 

INVESTMENTS, INVESTMENT TECHNIQUES AND RISKS 

The following charts, which supplement and should be read together with the information in the prospectus, indicate 

some of the specific investments and investment techniques applicable to the fund.  Additional policies and 

restrictions are described in the prospectus and below in the next section (see "Investment Restrictions").  See 

"Additional Information About Investments, Investment Techniques and Risks" in Part III of this SAI for more 

information, including important risk disclosure, about the investments and investment techniques applicable to 

your fund. 

Fund 

Equity 

Securities IPOs REITs 

Fixed 

Income 

Securities 

U.S. 

Government 

Securities 

Money 

Market 

Instruments1 

BNY Mellon 

Power Ecosystem 

ETF 

✓ ✓ ✓ ✓ ✓ ✓ 

1  Money market instruments consist of high quality, short-term debt obligations, including U.S. Government securities, bank 

obligations, repurchase agreements and commercial paper. For the fund, (1) when the Sub-Adviser determines that adverse 

market conditions exist, the fund may adopt a temporary defensive position and invest up to 100% of its assets in money market 

instruments, and (2) the fund also may purchase money market instruments when it has cash reserves or in anticipation of taking 
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a market position. When the fund has adopted a temporary defensive position, it may not achieve its investment objective. The 

commercial paper purchased by the fund will consist only of obligations which, at the time of their purchase, are (a) rated at 

least Prime-1 by Moody's or A-1 by S&P; (b) issued by companies having an outstanding unsecured debt issue currently rated at 

least Aa by Moody's or AA- by S&P; or (c) if unrated, determined by the Sub-Adviser to be of comparable quality to those rated 

obligations which may be purchased by the fund. 
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Foreign Securities 
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Depositary Receipts 

 

 

Investment 

Companies 

BNY Mellon Power 

Ecosystem ETF 

✓ ✓ ✓ ✓ 
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Transactions 
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BNY Mellon Power  
Ecosystem ETF 

✓ ✓ ✓ ✓ 
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Structured Securities 

and Hybrid Instruments 

Foreign Currency 

Transactions 

 

 

Lending 

Portfolio 

Securities BNY Mellon Power  

Ecosystem ETF 

✓ ✓ ✓ ✓ 

Fund 

 

 

 

Borrowing Money Forward Commitments 

Section 4(a)(2) 

Paper and Rule 

144A Securities 

 

 

Illiquid 

Investments 

BNY Mellon Power 

Ecosystem ETF 

✓ ✓ ✓ ✓ 
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INVESTMENT RESTRICTIONS 

"Fundamental Policies" may not be changed without approval of the holders of a majority of the fund's outstanding 

voting securities (as defined in the 1940 Act).  Under the 1940 Act, the vote of a majority of the fund's outstanding 

voting securities means the vote of (A) 67% or more of the voting securities present at a meeting, if the holders of 

more than 50% of the outstanding voting securities of the fund are present or represented by proxy; or (B) more than 

50% of the outstanding voting securities of the fund, whichever is less.  "Nonfundamental Policies" may be changed 

at any time, without shareholder approval, by a vote of a majority of the board members and in compliance with 

applicable law and regulatory policy.   

Fundamental Policies 

As a matter of Fundamental Policy, the fund may not: 

1.     Borrowing 

Borrow money, except to the extent permitted under the 1940 Act.   

2.     Commodities 

Invest in physical commodities, except that the fund may purchase and sell commodity-linked or index-linked 

structured notes, commodity related ETFs or ETNs, options, forward contracts, futures contracts, including those 

related to indices, and options on futures contracts or indices and enter into swap agreements and other derivative 

instruments. 

3. Industry Concentration 

Invest more than 25% of its assets in the securities of issuers in any single industry or group of industries, provided 

that there shall be no limitation on the purchase of obligations issued or guaranteed by the U.S. Government, its 

agencies or instrumentalities or shares of other investment companies; except that the fund will invest more than 25% 

of its net assets in the securities of issuers in the power ecosystem-related group of industries.  The fund considers 

power ecosystem-related industries to be Construction & Engineering, Electrical Components & Equipment, Heavy 

Electrical Equipment, Electronic Equipment & Instruments, Trading Companies & Distributors, Industrial Gases, 

Diversified Metals & Mining, Electric Utilities, Gas Utilities, Multi-Utilities, Independent Power Producers & Energy 

Traders, Electronic Manufacturing Services, Aerospace & Defense, Coal & Consumable Fuels, Diversified Support 

Services, Industrial Conglomerates, Semiconductors, and Renewable Electricity (as such industries are defined by the 

Global Industry Classification Standard (“GICS”) or as may otherwise be defined by GICS in the future).  

4. Loans 

Lend any securities or make loans to others, except to the extent permitted under the 1940 Act (which currently 

limits such loans to no more than 33-1/3% of the value of the fund's total assets) or as otherwise permitted by the 

SEC.   

5. Real Estate 

Purchase, hold or deal in real estate, but the fund may purchase and sell securities that are secured by real estate or 

issued by companies that invest or deal in real estate or REITs and may acquire and hold real estate or interests 

therein through exercising rights or remedies with regard to such securities. 

6. Senior Securities 

Issue any senior security (as such term is defined in Section 18(f) of the 1940 Act), except insofar as the fund may be 

deemed to have issued a senior security by reason of borrowing money in accordance with the fund's borrowing 

policies or otherwise to the extent permitted under the 1940 Act.   

7. Underwriting 
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Act as an underwriter of securities of other issuers, except to the extent the fund may be deemed an underwriter 

under the Securities Act by virtue of disposing of portfolio securities. 

***** 

References to "commodities" in the Fundamental Policy described above are to physical commodities, typically 

natural resources or agricultural products, and are not intended to refer to instruments that are strictly financial in 

nature and are not related to the purchase or delivery of physical commodities. 

For purposes of the Fundamental Policy regarding industry concentration: 

• The fund will not invest more than 25% of the fund’s total assets in securities issued or guaranteed by a single 

foreign government or by a single foreign supranational entity. 

• During periods when the fund invests for temporary defensive purposes, the fund's assets may not be concentrated 

in the securities of issuers in the power ecosystem-related group of industries.  

• It is possible for the value of the fund’s net assets invested in an industry to exceed 25% due to factors other than 

an investment made by the fund, such as fluctuations in the market value of the fund’s portfolio investments.  

During times when the fund is experiencing such a passive exceedance of the 25% limit, the fund may continue 

to accept orders for the purchase of Creation Units that include one or more investments in the relevant industry 

or cash-in-lieu of such investments (and subsequent purchase of such investments with the cash-in-lieu amount) 

consistent with SEC guidance and applicable law. 

For purposes of the Fundamental Policy regarding loans, the purchase of debt obligations (including acquisitions of 

loans, loan participations or other forms of debt instruments) and the entry into repurchase agreements shall not 

constitute loans by the fund.  Any loans of portfolio securities will be made according to guidelines established by 

the SEC and the board. 

The fund’s Fundamental Policies will be interpreted broadly.  For example, the policies will be interpreted to refer to 

the 1940 Act and the related rules as they are in effect from time to time, and to interpretations and modifications of 

or relating to the 1940 Act by the SEC and others as they are given from time to time.  When a Fundamental Policy 

provides that an investment practice may be conducted as permitted by the 1940 Act, this will be interpreted to mean 

that the investment practice is either (i) expressly permitted by the 1940 Act or the rules thereunder (ii) not expressly 

prohibited by the 1940 Act or the rules thereunder. 

For both Fundamental and Nonfundamental Policies, if a percentage restriction is adhered to at the time of 

investment, a later change in percentage resulting from a change in values or assets will not constitute a violation of 

such restriction, except as otherwise required by the 1940 Act.  With respect to the fund’s policies pertaining to 

borrowing, however, if borrowings exceed 33-1/3% of the value of the fund's total assets as a result of a change in 

values or assets, the fund must take steps to reduce such borrowings within three days (not including Sundays and 

holidays) thereafter at least to the extent of such excess. 

Nonfundamental Policies 

 Investment Objective(s).  The fund's investment objective is disclosed in its prospectus.  The fund's investment 

objective is a Nonfundamental Policy (may be changed at any time, without shareholder approval, by a vote of a 

majority of the board members and in compliance with applicable law and regulatory policy). 

Diversification Classification.  The fund is classified as “non-diversified” under the 1940 Act. 

Funds-of-Funds.  The fund has adopted a Non-Fundamental policy prohibiting it from acquiring shares of other 

funds in reliance on Section 12(d)(1)(F) or Section 12(d)(1)(G) of the 1940 Act. 

80% Test.  Pursuant to Rule 35d-1 under the 1940 Act, the fund invests, as a Nonfundamental Policy, at least 80% of 

its net assets (plus any borrowings for investment purposes) in power ecosystem companies.  To the extent a 

derivative instrument has similar economic characteristics to such investments, the notional value of such derivative 
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instrument will be included in the 80% calculation.  The fund has adopted a policy to provide its shareholders with at 

least 60 days prior notice of any change in its 80% Test. 

Notwithstanding investments and activities referenced in the Fundamental and Non-Fundamental Policies of any 

fund, no fund will invest in a manner, or engage in activities, inconsistent with or not permitted by the fund's 

investment strategy and policies as described in the fund's prospectus and this SAI. 

INFORMATION ABOUT THE FUND'S ORGANIZATION AND STRUCTURE 

The Trust is an open-end management investment company, registered under the 1940 Act, consisting of 

multiple fund series.  The fund is a separate series of the Trust, and investments are made through, and 

shareholders invest in, the fund.  The offering of the fund's shares is registered under the Securities Act.  The 

Trust was organized as a Massachusetts business trust on June 24, 2024.  
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CERTAIN EXPENSE ARRANGEMENTS AND OTHER DISCLOSURES 
 
Expense Arrangements 

The fund's management agreement provides that the Adviser will pay substantially all expenses of the fund, except 

for the management fees, payments under the fund’s Rule 12b-1 plan (if any), interest expenses, taxes, acquired fund 

fees and expenses, brokerage commissions, costs of holding shareholder meetings, fees and expenses associated 

with the fund's securities lending program, and litigation and potential litigation and other extraordinary expenses 

not incurred in the ordinary course of the fund's business.  

The Adviser may from time to time voluntarily waive and/or reimburse fees or expenses in order to limit total annual 

fund operating expenses.  Any such voluntary waiver or reimbursement may be eliminated by the Adviser at any 

time. 

COUNSEL AND INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
Morgan, Lewis & Bockius LLP, 1111 Pennsylvania Avenue, NW, Washington, DC 20004 serves as counsel to the 

fund. 

Ernst & Young LLP, One Manhattan West, New York, NY, 10001, an independent registered public accounting 

firm, has been selected to serve as the independent registered public accounting firm for the fund. 
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PART III 

ADDITIONAL INFORMATION ABOUT BUYING AND SELLING SHARES 

The Code imposes various limitations on the amount that may be contributed by fund shareholders to certain 

Retirement Plans or government sponsored programs.  These limitations apply to participants at the Retirement Plan 

level and, therefore, do not directly affect the amount that may be invested in the fund by a Retirement Plan or 

government sponsored programs.  Participants and Retirement Plan or program sponsors should consult their tax 

advisors for details. 

Frequent Purchases and Exchanges 

Unlike frequent trading of shares of a traditional open-end mutual fund (i.e., not exchange-traded shares), frequent 

trading of shares on the secondary market does not disrupt portfolio management, increase the fund's trading costs, 

lead to realization of capital gains by the fund, or otherwise harm fund shareholders because these trades do not 

involve the fund directly.  A few institutional investors are authorized to purchase and redeem the fund's shares 

directly with the fund.  When these trades are effected in-kind (i.e., for securities, and not for cash), the potential for 

harmful effects that may result from frequent cash trades is not as present.  Moreover, the fund imposes transaction 

fees on in-kind purchases and redemptions of the fund intended to cover the custodial and other costs incurred by the 

fund in effecting in-kind trades.  These fees may increase if an investor substitutes cash in part or in whole for 

securities, reflecting the fact that the fund's trading costs increase in those circumstances, although transaction fees 

are subject to certain limits and therefore may not cover all related costs incurred by the fund. For these reasons, the 

board has determined that it is not necessary to adopt policies and procedures to detect and deter frequent trading 

and market-timing in shares of the fund. 

INFORMATION ABOUT SHAREHOLDER SERVICES 

Broker dealers or other financial intermediaries, at their own discretion, may offer a dividend reinvestment service 

under which shares are purchased in the secondary market at current market prices.  Investors should consult their 

broker dealer or other financial intermediary for further information regarding any dividend reinvestment service 

offered. 

INFORMATION ABOUT DISTRIBUTION AND SERVICE PLANS 

The board of the Trust has adopted a Plan pursuant to Rule 12b-1 under the 1940 Act for the fund.  Under the 12b-1 

Plan, the fund is authorized to pay shareholder services and distribution fees in connection with the sale and 

distribution of its shares in an amount up to 0.25% of its average daily net assets each year.  No payments pursuant 

to the 12b-1 Plan will be made through at least the first twelve (12) months of operation. Additionally, the 

implementation of any such payments would have to be approved by the board prior to implementation.  Because 

these fees would be paid out of the fund's assets on an ongoing basis, if payments are made in the future, these fees 

will increase the cost of your investment and may cost you more over time. 

A written quarterly report of the amounts expended under the fund's 12b-1 Plan, and the purposes for which such 

expenditures were incurred, must be made to the fund's board for its review.  Currently, only a Plan pursuant to Rule 

12b-1 has been adopted, but other Plans may be adopted in the future not pursuant to Rule 12b-1 (although none are 

currently intended to be adopted).  For a Plan adopted pursuant to Rule 12b-1, such Plan provides that it may not be 

amended to increase materially the costs that holders of the fund's shares may bear pursuant to the Plan without the 

approval of the holders of such shares; other material amendments of the Plan must be approved by the board and by 

the Independent Board Members of the fund who have no direct or indirect financial interest in the operation of the 

Plan or in any agreements entered into in connection with the Plan, by vote cast in person at a meeting called for the 

purpose of considering such amendments.  The 12b-1 Plan is subject to annual approval by such vote of the board 

members cast in person at a meeting called for the purpose of voting on the Plan.  The 12b-1 Plan is generally 

terminable at any time by vote of a majority of the Independent Board Members of the fund who have no direct or 

indirect financial interest in the operation of the Plan or in any agreements related to the Plan or by vote of a 

majority of the outstanding voting securities of the fund. 
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ADDITIONAL INFORMATION ABOUT INVESTMENTS, INVESTMENT TECHNIQUES AND 

RISKS 

Equity Securities 

Equity securities include common stocks, depositary receipts, certain preferred stocks, convertible securities, 

warrants and stock purchase rights, IPOs and shares of real estate investment trusts (“REITs”).  See "Real Estate 

Investment Trusts (REITs)" and "Depositary Receipts and New York Shares" below for a discussion of real estate 

investment trusts and depositary receipts, respectively.  Equity securities fluctuate in value, often based on factors 

unrelated to the value of the issuer of the securities, and such fluctuations can be pronounced. Changes in the value 

of the fund's investments will result in changes in the value of its shares and thus the fund's total return to investors. 

Investing in equity securities poses risks specific to an issuer as well as to the particular type of company issuing the 

equity securities.  For example, equity securities of small- or mid-capitalization companies tend to have more abrupt 

or erratic price swings than equity securities of larger, more established companies because, among other reasons, 

they trade less frequently and in lower volumes and their issuers typically are more subject to changes in earnings 

and prospects in that they are more susceptible to changes in economic conditions, may be more reliant on singular 

products or services and are more vulnerable to larger competitors.  Equity securities of these types of companies 

may have a higher potential for gains, but also may be subject to greater risk of loss.  If the fund, together with other 

investment companies and other clients advised by the Adviser and its affiliates, owns significant positions in 

portfolio companies, depending on market conditions, the fund's ability to dispose of some or all positions at a 

desirable time may be adversely affected.  While common stockholders usually have voting rights on a number of 

significant matters, other types of equity securities, such as preferred stock, common limited partnership units and 

limited liability company interests, may not ordinarily have voting rights. 

An investment in securities of companies that have no earnings or have experienced losses is generally based on a 

belief that actual or anticipated products or services will produce future earnings.  If the anticipated event is delayed 

or does not occur, or if investor perception about the company changes, the company's stock price may decline 

sharply and its securities may become less liquid. 

Investing in equity securities also poses risks specific to a particular industry, market or sector, such as technology, 

financial services, consumer goods or natural resources (e.g., oil and gas).  To some extent, the prices of equity 

securities tend to move by industry, market or sector.  When market conditions favorably affect, or are expected to 

favorably affect, an industry, the share prices of the equity securities of companies in that industry tend to rise.  

Conversely, negative news or a poor outlook for a particular industry can cause the share prices of such securities of 

companies in that industry to decline quickly. 

Common Stock.  Stocks and similar securities, such as common limited partnership units and limited liability 

company interests, represent shares of ownership in a company.  After other claims are satisfied, common 

stockholders and other common equity owners participate in company profits on a pro-rata basis; profits may be 

paid out in dividends or reinvested in the company to help it grow.  Increases and decreases in earnings are usually 

reflected in a company's common stock, so common stock generally has the greatest appreciation and depreciation 

potential of all corporate securities.  Common stock may be received upon the conversion of convertible securities. 

Preferred Stock.  Preferred stock is a form of equity ownership in a corporation.  Generally, preferred stock has a 

specified dividend and ranks after bonds and before common stocks in its claim on income for dividend payments 

and on assets should the company be liquidated.  The market value of preferred stock generally increases when 

interest rates decline and decreases when interest rates rise, but, as with debt securities, also is affected by the 

issuer's ability or perceived ability to make payments on the preferred stock.  While most preferred stocks pay a 

dividend, the fund may purchase preferred stock where the issuer has omitted, or is in danger of omitting, payment 

of its dividend.  Such investments would be made primarily for their capital appreciation potential.  Certain classes 

of preferred stock are convertible, meaning the preferred stock is convertible into shares of common stock of the 

issuer.  Holding convertible preferred stock can provide a steady stream of dividends and the option to convert the 

preferred stock to common stock. 

Certain convertible preferred stocks may offer enhanced yield features.  These preferred stocks may feature a 

mandatory conversion date and may have a capital appreciation limit expressed in terms of a stated price.  Other 
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types of convertible securities may be designed to provide the investor with high current income with some prospect 

of future capital appreciation and may have some built-in call protection.  Investors may have the right to convert 

such securities into shares of common stock at a preset conversion ratio or hold them until maturity.  Upon maturity 

they may convert into either cash or a specified number of shares of common stock. 

Trust preferred securities are preferred stocks issued by a special purpose trust subsidiary backed by subordinated 

debt of the corporate parent.  These securities typically bear a market rate coupon comparable to interest rates 

available on debt of a similarly rated company.  Holders of trust preferred securities have limited voting rights to 

control the activities of the trust and no voting rights with respect to the parent company. 

Convertible Securities.  Convertible securities include bonds, debentures, notes, preferred stocks or other securities 

that may be converted or exchanged (by the holder or by the issuer) into shares of the underlying common stock (or 

cash or securities of equivalent value) at a stated exchange ratio or predetermined price (the conversion price).  

Convertible securities have characteristics similar to both equity and fixed-income securities.   

Convertible securities generally are subordinated to other similar but non-convertible securities of the same issuer, 

although convertible bonds, as corporate debt obligations, enjoy seniority in right of payment to all equity securities, 

and convertible preferred stock is senior to common stock of the same issuer.  Because of the subordination feature, 

however, convertible securities typically have lower ratings than similar non-convertible securities.  Although to a 

lesser extent than with fixed-income securities, the market value of convertible securities tends to decline as interest 

rates increase and, conversely, tends to increase as interest rates decline.  In addition, because of the conversion 

feature, the market value of convertible securities tends to vary with fluctuations in the market value of the 

underlying common stock.  A unique feature of convertible securities is that as the market price of the underlying 

common stock declines, convertible securities tend to trade increasingly on a yield basis, and so may not experience 

market value declines to the same extent as the underlying common stock.  When the market price of the underlying 

common stock increases, the prices of the convertible securities tend to rise as a reflection of the value of the 

underlying common stock.  While no securities investments are without risk, investments in convertible securities 

generally entail less risk than investments in common stock of the same issuer. 

Convertible securities provide for a stable stream of income with generally higher yields than common stocks, but 

there can be no assurance of current income because the issuers of the convertible securities may default on their 

obligations.  A convertible security, in addition to providing fixed-income, offers the potential for capital 

appreciation through the conversion feature, which enables the holder to benefit from increases in the market price 

of the underlying common stock.  There can be no assurance of capital appreciation, however, because securities 

prices fluctuate.  Convertible securities generally offer lower interest or dividend yields than non-convertible 

securities of similar quality because of the potential for capital appreciation. 

Synthetic Convertible Securities.  So-called "synthetic convertible securities" are comprised of two or more 

different securities, each with its own market value, whose investment characteristics, taken together, 

resemble those of convertible securities.  An example is a non-convertible debt security and a warrant or 

option.  The "market value" of a synthetic convertible is the combined value of its fixed-income component 

and its convertible component.  For this reason, the values of a synthetic convertible and a true convertible 

security may respond differently to market fluctuations. 

Warrants and Stock Purchase Rights.  Warrants or stock purchase rights ("rights") give the holder the right to 

subscribe to equity securities at a specific price for a specified period of time.  Warrants and rights are subject to the 

same market risk as stocks, but may be more volatile in price.  The fund's investment in warrants and rights will not 

entitle it to receive dividends or exercise voting rights, provide no rights with respect to the assets of the issuer and 

will become worthless if not profitably exercised before the expiration date.  Warrants, rights or other non-income 

producing equity securities may be received in connection with the restructuring of investments.  Bonds with 

warrants attached to purchase equity securities have many characteristics of convertible bonds and their prices may, 

to some degree, reflect the performance of the underlying stock. 

IPOs. 

IPOs Generally.  IPOs of securities may be over-subscribed and subsequently trade at a premium in the secondary 

market.  When the Adviser, Sub-Adviser or Sub-Sub-Adviser is given an opportunity to invest in such an initial 
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offering or "new" or "hot" issue, the supply of securities available for client accounts is often less than the amount of 

securities the accounts would otherwise take.  In order to allocate these investments fairly and equitably among 

client accounts over time, each portfolio manager or a member of his or her respective investment team will indicate 

to the applicable trading desk their level of interest in a particular offering with respect to eligible clients' accounts 

for which that team is responsible. 

Equity IPOs.  An equity IPO is a corporation's first offering of stock to the public.  Shares are given a market value 

reflecting expectations for the corporation's future growth.  Special rules of FINRA apply to the distribution of IPOs.  

Corporations offering IPOs generally have limited operating histories and may involve greater investment risk than 

companies with longer operating histories.  Special risks associated with IPOs may include a limited number of 

shares available for trading, unseasoned trading, lack of investor knowledge of the company, and limited operating 

history, all of which may contribute to price volatility.  The limited number of shares available for trading in some 

IPOs may make it more difficult for the fund to buy or sell significant amounts of shares without an unfavorable 

impact on prevailing prices.  In addition, some IPOs are involved in relatively new industries or lines of business, 

which may not be widely understood by investors.  Some of the companies involved in new industries may be 

regarded as developmental stage companies, without revenues or operating income, or the near-term prospects of 

such.  Foreign IPOs are subject to foreign political and currency risks.  Many IPOs are issued by undercapitalized 

companies of small or microcap size.  The prices of these companies' securities can be very volatile, rising and 

falling rapidly, sometimes based solely on investor perceptions rather than economic reasons. 

Real Estate Investment Trusts (REITs) 

A U.S. REIT is a corporation, or a business trust that would otherwise be taxed as a corporation, which meets the 

definitional requirements of Section 856 of the Code.  The Code permits a qualifying REIT to deduct dividends 

paid, thereby effectively eliminating corporate level federal income tax.  To meet the definitional requirements of 

the Code, a REIT must, among other things, invest substantially all of its assets in interests in real estate (including 

mortgages and other REITs) or cash and government securities, derive most of its income from rents from real 

property or interest on loans secured by mortgages on real property, and distribute to shareholders annually a 

substantial portion of its otherwise taxable income. 

REITs are characterized as equity REITs, mortgage REITs and hybrid REITs.  Equity REITs invest primarily in the 

fee ownership or leasehold ownership of land and buildings and derive their income primarily from rental income.  

Equity REITs also can realize capital gains (or losses) by selling properties that have appreciated (or depreciated) in 

value.  Mortgage REITs can hold REMIC regular interests and can hold or make construction, development or long- 

term mortgage loans and are sensitive to the credit quality of the borrower.  Mortgage REITs derive their income 

from interest payments on such loans or REMIC interests.  Hybrid REITs combine the characteristics of both equity 

and mortgage REITs, generally by holding both ownership interests and mortgage interests in real estate.  The value 

of securities issued by REITs is affected by tax and regulatory requirements and by perceptions of management 

skill.  They also are subject to heavy cash flow dependency, defaults by borrowers or tenants, self-liquidation and 

the possibility of failing to qualify for tax-free status under the Code or to maintain exemption from the 1940 Act.  

The fund will indirectly bear its proportionate share of expenses, including management fees, paid by each REIT in 

which it invests in addition to the expenses of the fund. 

Fixed-Income Securities 

Fixed-income securities include interest-bearing securities, such as corporate debt securities.  Interest-bearing 

securities are investments which promise a stable stream of income, although the prices of fixed rate fixed-income 

securities are inversely affected by changes in interest rates and, therefore, are subject to interest rate risk, as well as 

the risk of unrelated market price fluctuations.  Fixed-income securities may have various interest rate payment and 

reset terms, including fixed rate, floating or adjustable rate, zero coupon, contingent, deferred, payment in kind and 

auction rate features.  Floating rate instruments, the rates of which adjust periodically by reference to another 

measure, such as the market interest rate, are generally less sensitive to interest rate changes than fixed rate 

instruments, although the value of floating rate loans and other floating rate securities may decline if their interest 

rates do not rise as quickly, or as much, as general interest rates or as expected.  Certain securities, such as those 

with interest rates that fluctuate directly or indirectly based on multiples of a stated index, are designed to be highly 

sensitive to changes in interest rates and can subject the holders thereof to extreme reductions of yield and possibly 

loss of principal.  Certain fixed-income securities may be issued at a discount from their face value or purchased at a 

price less than their stated face amount or at a price less than their issue price plus the portion of "original issue 
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discount" previously accrued thereon, i.e., purchased at a "market discount."  The amount of original issue discount 

and/or market discount on certain obligations may be significant, and accretion of market discount together with 

original issue discount will cause the fund to realize income prior to the receipt of cash payments with respect to 

these securities.  In order for the fund to maintain its qualification as a RIC and avoid liability for federal income 

taxes, the fund may be required to distribute such income accrued with respect to these securities and may have to 

dispose of portfolio securities under disadvantageous circumstances in order to generate cash to satisfy these 

distribution requirements. 

Failure of an issuer to make timely interest or principal payments, or a decline or perception of a decline in the credit 

quality of a fixed-income security (known as credit risk), can cause the security's price to fall, potentially lowering 

the fund's share price.  The values of fixed-income securities also may be affected by changes in the credit rating of 

the issuer.  Once the rating of a portfolio security has been changed, the fund will consider all circumstances deemed 

relevant in determining whether to continue to hold the security.  Fixed-income securities rated below investment 

grade by the Rating Agencies may be subject to greater risks with respect to the issuing entity and to greater market 

fluctuations (and not necessarily inversely with changes in interest rates) than certain lower yielding, higher-rated 

fixed-income securities.  See "Rating Categories" below for a general description of the Rating Agencies' ratings. 

As a measure of a fixed-income security's cash flow, duration is an alternative to the concept of "term to maturity" in 

assessing the price volatility associated with changes in interest rates (known as interest rate risk).  Generally, the 

longer the duration, the more volatility an investor should expect.  For example, the market price of a bond with a 

duration of three years would be expected to decline 3% if interest rates rose 1%.  Conversely, the market price of 

the same bond would be expected to increase 3% if interest rates fell 1%.  The market price of a bond with a 

duration of six years would be expected to increase or decline twice as much as the market price of a bond with a 

three-year duration.  Duration is a way of measuring a security's maturity in terms of the average time required to 

receive the present value of all interest and principal payments as opposed to its term to maturity.  The maturity of a 

security measures only the time until final payment is due; it does not take account of the pattern of a security's cash 

flows over time, which would include how cash flow is affected by prepayments and by changes in interest rates.  

Incorporating a security's yield, coupon interest payments, final maturity and option features into one measure, 

duration is computed by determining the weighted average maturity of a bond's cash flows, where the present values 

of the cash flows serve as weights.   

A fixed income security's maturity is the length of time, in days or years, until the security will mature or be 

redeemed by its issuer. In general, the longer a fixed income security's maturity, the more its market price will 

fluctuate in response to changing interest rates. 

U.S. Government Securities.  U.S. Government securities are issued or guaranteed by the U.S. Government or its 

agencies or instrumentalities.  U.S. Government securities include Treasury bills, Treasury notes and Treasury 

bonds, which differ in their interest rates, maturities and times of issuance.  Treasury bills have initial maturities of 

one year or less; Treasury notes have initial maturities of one to ten years; and Treasury bonds generally have initial 

maturities of greater than ten years.  The prices of U.S. Government securities are inversely affected by changes in 

interest rates and, therefore, are subject to interest rate risk, as well as the risk of unrelated market price fluctuations.  

In general, the longer a security's maturity, the more it will fluctuate in response to changing interest rates.  Some 

obligations issued or guaranteed by U.S. Government agencies and instrumentalities are supported by the full faith 

and credit of Treasury; others by the right of the issuer to borrow from Treasury; others by discretionary authority of 

the U.S. Government to purchase certain obligations of the agency or instrumentality; and others only by the credit 

of the agency or instrumentality.  These securities bear fixed, floating or variable rates of interest.  While the U.S. 

Government currently provides financial support to such U.S. Government-sponsored agencies or instrumentalities, 

no assurance can be given that it will always do so, since it is not so obligated by law.  A security backed by 

Treasury or the full faith and credit of the United States is guaranteed only as to timely payment of interest and 

principal when held to maturity.  Neither the market value nor the fund's share price is guaranteed. 

Many states grant tax-free status to dividends paid to shareholders of the fund from interest income earned by that 

fund from direct obligations of the U.S. Government, subject in some states to minimum investment requirements 

that must be met by the fund.  Investments in securities issued by GNMA, bankers' acceptances, commercial paper 

and repurchase agreements collateralized by U.S. Government securities do not generally qualify for tax-free 

treatment. 
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On August 5, 2011, S&P lowered its long-term sovereign credit rating for the United States of America to "AA+" 

from "AAA."  On August 1, 2023, Fitch lowered the United States of America's long-term foreign-currency issuer 

default rating to "AA+" from "AAA."  On May 16, 2025, Moody's lowered the United States of America's long-term 

issuer rating to "Aa1" from "Aaa."  The value of shares of the fund that may invest in U.S. Government obligations 

may be adversely affected by downgrades of the U.S. Government's credit rating. 

Ratings of Securities; Unrated Securities.  Subsequent to its purchase by the fund, an issue of rated securities may 

cease to be rated or its rating may be reduced below any minimum that may be required for purchase by the fund.  

Neither event will require the sale of such securities by the fund, but the Sub-Adviser or Sub-Sub-Adviser will 

consider such event in determining whether the fund should continue to hold the securities.  In addition, it is possible 

that a Rating Agency might not timely change its ratings of a particular issue to reflect subsequent events.  To the 

extent the ratings given by a Rating Agency for any securities change as a result of changes in such organizations or 

their rating systems, the fund will attempt to use comparable ratings as standards for its investments in accordance 

with its investment policies. 

The fund may purchase unrated securities, which are not rated by a Rating Agency but that the Sub-Adviser or Sub-

Sub-Adviser determines are of comparable quality to the rated securities in which the fund may invest.  Unrated 

securities may be less liquid than comparable rated securities, because dealers may not maintain daily markets in 

such securities and retail markets for many of these securities may not exist.  As a result, the fund's ability to sell 

these securities when, and at a price, the Sub-Adviser or Sub-Sub-Adviser deems appropriate may be diminished.  

Investing in unrated securities involves the risk that the Sub-Adviser or Sub-Sub-Adviser may not accurately 

evaluate the security's comparative credit rating.  To the extent that the fund invests in unrated securities, the fund's 

success in achieving its investment objective(s) may depend more heavily on the Sub-Adviser's or Sub-Sub-

Adviser’s credit analysis than if the fund invested exclusively in rated securities. 

Money Market Instruments 

Investing in money market instruments is subject to certain risks.  Money market instruments (other than certain 

U.S. Government securities) are not backed or insured by the U.S. Government, its agencies or its instrumentalities.  

Accordingly, only the creditworthiness of an issuer, or guarantees of that issuer, support such instruments. 

Bank Obligations.  Bank obligations include certificates of deposit ("CDs"), time deposits ("TDs"), bankers' 

acceptances and other short-term obligations issued by domestic or foreign banks or thrifts or their subsidiaries or 

branches and other banking institutions.  CDs are negotiable certificates evidencing the obligation of a bank to repay 

funds deposited with it for a specified period of time.  TDs are non-negotiable deposits maintained in a banking 

institution for a specified period of time (in no event longer than seven days) at a stated interest rate.  Bankers' 

acceptances are credit instruments evidencing the obligation of a bank to pay a draft drawn on it by a customer.  

These instruments reflect the obligation both of the bank and the drawer to pay the face amount of the instrument 

upon maturity.  The other short-term obligations may include uninsured, direct obligations bearing fixed, floating or 

variable interest rates.  TDs and CDs may be issued by domestic or foreign banks or their subsidiaries or branches.  

The fund may purchase CDs issued by banks, savings and loan associations and similar institutions with less than $1 

billion in assets, the deposits of which are insured by the FDIC, provided the fund purchases any such CD in a 

principal amount of no more than an amount that would be fully insured by the Deposit Insurance Fund 

administered by the FDIC. Interest payments on such a CD are not insured by the FDIC. The fund would not own 

more than one such CD per such issuer. 

Domestic commercial banks organized under federal law are supervised and examined by the Comptroller of the 

Currency and are required to be members of the Federal Reserve System and to have their deposits insured by the 

FDIC.  Domestic banks organized under state law are supervised and examined by state banking authorities but are 

members of the Federal Reserve System only if they elect to join.  In addition, state banks whose CDs may be 

purchased by the fund are insured by the FDIC (although such insurance may not be of material benefit to the fund, 

depending on the principal amount of the CDs of each bank held by the fund) and are subject to federal examination 

and to a substantial body of federal law and regulation.  As a result of federal and state laws and regulations, 

domestic branches of domestic banks whose CDs may be purchased by the fund generally, among other things, are 

required to maintain specified levels of reserves and are subject to other supervision and regulation designed to 

promote financial soundness.  However, not all of such laws and regulations apply to the foreign branches of 

domestic banks. 



III-7 

Obligations of foreign subsidiaries or branches of domestic banks may be general obligations of the parent banks in 

addition to the issuing subsidiary or branch, or may be limited by the terms of a specific obligation and 

governmental regulation.  Such obligations and obligations of foreign banks or their subsidiaries or branches are 

subject to different risks than are those of domestic banks.  These risks include foreign economic and political 

developments, foreign governmental restrictions that may adversely affect payment of principal and interest on the 

obligations, foreign exchange controls, seizure of assets, declaration of a moratorium and foreign withholding and 

other taxes on interest income.  Foreign subsidiaries and branches of domestic banks and foreign banks are not 

necessarily subject to the same or similar regulatory requirements that apply to domestic banks, such as mandatory 

reserve requirements, loan limitations, and accounting, auditing and financial recordkeeping requirements.  In 

addition, less information may be publicly available about a foreign subsidiary or branch of a domestic bank or 

about a foreign bank than about a domestic bank. 

Obligations of U.S. branches of foreign banks may be general obligations of the parent bank in addition to the 

issuing branch, or may be limited by the terms of a specific obligation or by federal or state regulation as well as 

governmental action in the country in which the foreign bank has its head office.  A U.S. branch of a foreign bank 

with assets in excess of $1 billion may or may not be subject to reserve requirements imposed by the Federal 

Reserve System or by the state in which the branch is located if the branch is licensed in that state.  In addition, 

federal branches licensed by the Comptroller of the Currency and branches licensed by certain states may be 

required to: (1) pledge to the regulator, by depositing assets with a designated bank within the state, a certain 

percentage of their assets as fixed from time to time by the appropriate regulatory authority; and (2) maintain assets 

within the state in an amount equal to a specified percentage of the aggregate amount of liabilities of the foreign 

bank payable at or through all of its agencies or branches within the state. 

In view of the foregoing factors associated with the purchase of CDs and TDs issued by foreign subsidiaries or 

branches of domestic banks, or by foreign banks or their branches or subsidiaries, the Sub-Adviser or Sub-Sub-

Adviser carefully evaluates such investments on a case-by-case basis. 

Repurchase Agreements.  A repurchase agreement is a contract under which the fund would acquire a security for a 

relatively short period subject to the obligation of the seller, typically a bank, broker/dealer or other financial 

institution, to repurchase and the fund to resell such security at a fixed time and at a price higher than the purchase 

price (representing the fund's cost plus interest).  The repurchase agreement thereby determines the yield during the 

purchaser's holding period, while the seller's obligation to repurchase is secured by the value of the underlying 

security.  The fund's custodian or sub-custodian engaged in connection with tri-party repurchase agreement 

transactions will have custody of, and will segregate, securities acquired by the fund under a repurchase agreement. 

In connection with its third party repurchase transactions, the fund will engage only eligible sub-custodians that 

meet the requirements set forth in Section 17(f) of the 1940 Act.  The value of the underlying securities (or 

collateral) will be at least equal at all times to the total amount of the repurchase obligation, including the interest 

factor.  The fund bears a risk of loss if the other party to the repurchase agreement defaults on its obligations and the 

fund is delayed or prevented from exercising its rights to dispose of the collateral securities.  This risk includes the 

risk of procedural costs or delays in addition to a loss on the securities if their value should fall below their 

repurchase price.  Repurchase agreements are considered by the staff of the SEC to be loans by the fund that enters 

into them.  Repurchase agreements could involve risks in the event of a default or insolvency of the other party to 

the agreement, including possible delays or restrictions upon the fund's ability to dispose of the underlying 

securities.  The fund may engage in repurchase agreement transactions that are collateralized by U.S. Government 

securities (which are deemed to be "collateralized fully" pursuant to the 1940 Act) or, to the extent consistent with 

the fund's investment policies, collateralized by securities other than U.S. Government securities (credit and/or 

equity collateral).  Transactions that are collateralized fully enable the fund to look to the collateral for 

diversification purposes under the 1940 Act.  Conversely, transactions secured with credit and/or equity collateral 

require the fund to look to the counterparty to the repurchase agreement for determining diversification. Because 

credit and/or equity collateral is subject to certain credit, liquidity, market and/or other additional risks that U.S. 

Government securities are not subject to, the amount of collateral posted in excess of the principal value of the 

repurchase agreement is expected to be higher in the case of repurchase agreements secured with credit and/or 

equity collateral compared to repurchase agreements secured with U.S. Government securities.  In an attempt to 

reduce the risk of incurring a loss on a repurchase agreement, the fund will require that additional securities be 

deposited with it if the value of the securities purchased should decrease below resale price.  The fund and certain 

affiliated funds may jointly enter into one or more repurchase agreements in accordance with an exemptive order 
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granted by the SEC pursuant to Section 17(d) of the 1940 Act and Rule 17d-1 thereunder.  Any joint repurchase 

agreements must be collateralized fully by U.S. Government securities. 

Commercial Paper.  Commercial paper represents short-term, unsecured promissory notes issued in bearer form by 

banks or bank holding companies, corporations and finance companies used to finance short-term credit needs and 

may consist of U.S. dollar-denominated obligations of domestic issuers and foreign currency-denominated 

obligations of domestic or foreign issuers.  Commercial paper may be backed only by the credit of the issuer or may 

be backed by some form of credit enhancement, typically in the form of a guarantee by a commercial bank.  

Commercial paper backed by guarantees of foreign banks may involve additional risk due to the difficulty of 

obtaining and enforcing judgments against such banks and the generally less restrictive regulations to which such 

banks are subject. 

Foreign Securities 

Foreign securities include the securities of companies organized under the laws of countries other than the United 

States and those issued or guaranteed by governments other than the U.S. Government or by foreign supranational 

entities.  They also include securities of companies whose principal trading market is in a country other than the 

United States or of companies (including those that are located in the United States or organized under U.S. law) 

that derive a significant portion of their revenue or profits from foreign businesses, investments or sales, or that have 

a majority of their assets outside the United States.  They may be traded on foreign securities exchanges or in the 

foreign over-the-counter markets.  Supranational entities include international organizations designated or supported 

by governmental entities to promote economic reconstruction or development and international banking institutions 

and related government agencies.  Examples include the International Bank for Reconstruction and Development 

(the "World Bank"), the European Coal and Steel Community, the Asian Development Bank and the InterAmerican 

Development Bank.  Obligations of the World Bank and certain other supranational organizations are supported by 

subscribed but unpaid commitments of member countries.  There is no assurance that these commitments will be 

undertaken or complied with in the future. 

Investing in the securities of foreign issuers, as well as instruments that provide investment exposure to foreign 

securities and markets, involves risks that are not typically associated with investing in U.S. dollar-denominated 

securities of domestic issuers.  Investments in foreign issuers may be affected by changes in currency rates (i.e., 

affecting the value of assets as measured in U.S. dollars), changes in foreign or U.S. laws or restrictions applicable 

to such investments and in exchange control regulations (e.g., currency blockage).  A decline in the exchange rate of 

the currency (i.e., weakening of the currency against the U.S. dollar) in which a portfolio security is quoted or 

denominated relative to the U.S. dollar would reduce the value of the portfolio security.  A change in the value of 

such foreign currency against the U.S. dollar also will result in a change in the amount of income available for 

distribution.  If a portion of the fund's investment income may be received in foreign currencies, such fund will be 

required to compute its income in U.S. dollars for distribution to shareholders, and therefore the fund will absorb the 

cost of currency fluctuations.  After the fund has distributed income, subsequent foreign currency losses may result 

in the fund having distributed more income in a particular fiscal period than was available from investment income, 

which could result in a return of capital to shareholders.  In addition, if the exchange rate for the currency in which 

the fund receives interest payments declines against the U.S. dollar before such income is distributed as dividends to 

shareholders, the fund may have to sell portfolio securities to obtain sufficient cash to enable the fund to pay such 

dividends.  Commissions on transactions in foreign securities may be higher than those for similar transactions on 

domestic stock markets, and foreign custodial costs are higher than domestic custodial costs.  In addition, clearance 

and settlement procedures may be different in foreign countries and, in certain markets, such procedures have on 

occasion been unable to keep pace with the volume of securities transactions, thus making it difficult to conduct 

such transactions. 

Foreign securities markets generally are not as developed or efficient as those in the United States.  Securities of 

some foreign issuers are less liquid and more volatile than securities of comparable U.S. issuers.  Similarly, volume 

and liquidity in most foreign securities markets are less than in the United States and, at times, volatility of price can 

be greater than in the United States. 
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Many countries throughout the world are dependent on a healthy U.S. economy and are adversely affected when the 

U.S. economy weakens or its markets decline.  For example, in 2007 and 2008, the meltdown in the U.S. subprime 

mortgage market quickly spread throughout global credit markets, triggering a liquidity crisis that affected fixed-

income and equity markets around the world. 

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.  For example, both Taiwan and China claim sovereignty over Taiwan and there is a 

demilitarized border and hostile relations between North and South Korea.  Russia's military invasion of Ukraine in 

February 2022, the resulting response by the United States and other countries, and the potential for wider conflict 

have increased volatility and uncertainty in the financial markets and adversely affected regional and global 

economies.  War and terrorism affect many countries, especially those in Africa and the Middle East.  A number of 

countries in Europe have suffered terror attacks.  The future proliferation and effects of these and similar events and 

other socio-political or geographical issues are not known but could suddenly and/or profoundly affect global 

economies, markets, certain industries and/or specific securities. 

Because evidences of ownership of foreign securities usually are held outside the United States, additional risks of 

investing in foreign securities include possible adverse political and economic developments, seizure or 

nationalization of foreign deposits and adoption of governmental restrictions that might adversely affect or restrict 

the payment of principal and interest on the foreign securities to investors located outside the country of the issuer, 

whether from currency blockage, exchange control regulations or otherwise. Foreign securities held by the fund may 

trade on days when the fund does not calculate its NAV and thus may affect the fund's NAV on days when 

shareholders have no access to the fund. 

Investing in Europe.  Ongoing concerns regarding the economies of certain European countries and/or their 

sovereign debt, as well as the possibility that one or more countries might leave the European Union (the "EU"), 

create risks for investing in the EU.  A number of countries in Europe have experienced severe economic and 

financial difficulties.  Many non-governmental issuers, and even certain governments, have defaulted on, or been 

forced to restructure, their debts.  Many other issuers have faced difficulties obtaining credit or refinancing existing 

obligations.  Financial institutions have in many cases required government or central bank support, have needed to 

raise capital, and/or have been impaired in their ability to extend credit, and financial markets in Europe and 

elsewhere have experienced significant volatility and declines in asset values and liquidity.  These difficulties may 

continue, worsen or spread within and outside of Europe. Responses to the financial problems by European 

governments, central banks and others, including austerity measures and reforms, may not be effective, may result in 

social unrest and may limit future growth and economic recovery or have other unintended consequences.  Further 

defaults or restructurings by governments and others of outstanding debt could have additional adverse effects on 

economies, financial markets and asset valuations around the world. 

A number of countries within the EU are also members of the Economic and Monetary Union (the "eurozone") and 

have adopted the Euro as their currency.  Eurozone membership requires member states to comply with restrictions 

on inflation rates, deficits, interest rates, debt levels and fiscal and monetary controls, each of which may 

significantly affect every country in Europe.  Changes in import or export tariffs, changes in governmental or EU 

regulations on trade, changes in the exchange rate of the Euro and other currencies of certain EU countries which are 

not in the eurozone, the default or threat of default by an EU member state on its sovereign debt, and/or an economic 

recession in an EU member state may have a significant adverse effect on the economies of other EU member states 

and their trading partners. Further, eurozone membership controls may potentially limit the ability of an EU member 

state to respond to financial market volatility, economic downturns, rising government debt levels and the possible 

default of government debt with appropriate fiscal measures. 

In June 2016, citizens of the United Kingdom voted in a referendum to leave the EU (known as "Brexit"), creating 

economic and political uncertainty in its wake.  In March 2017, the United Kingdom formally notified the European 

Council of the United Kingdom's intention to withdraw from the EU pursuant to Article 50 of the Treaty on 
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European Union.  This formal notification began negotiations regarding the terms of the United Kingdom's exit from 

the EU. On January 31, 2020, the U.K. formally withdrew from the EU and, after a transition period, left the EU 

single market and customs union under the terms of a new trade agreement on December 31, 2020.  The agreement 

governs the new relationship between the U.K. and EU with respect to trading goods and services, but critical 

aspects of the relationship remain unresolved and subject to further negotiation and agreement.  The full scope and 

nature of the consequences of the exit are not at this time known and are unlikely to be known for a significant 

period of time. 

Depreciation of the British pound sterling and/or the Euro in relation to the U.S. dollar related to Brexit would 

adversely affect fund investments denominated in British pound sterling and/or the Euro that are not fully and 

effectively hedged, regardless of the performance of the investment. 

It is unknown whether the U.K.'s exit will increase the likelihood of other countries also departing the EU. Any exits 

from the EU, or the possibility of such exits, may have a significant impact on the U.K., Europe, and global 

economies, which may result in increased volatility and illiquidity, new legal and regulatory uncertainties and 

potentially lower economic growth for such economies that could potentially have an adverse effect on the value of 

the fund's investments. 

Whether or not the fund invests in securities of issuers located in Europe or has significant exposure to European 

issuers or countries, these events could negatively affect the value and liquidity of the fund's investment. 

Emerging Markets.  Investments in, or economically tied to, emerging market countries may be subject to higher 

risks than investments in companies in developed countries.  Risks of investing in emerging markets and emerging 

market securities include, but are not limited to (in addition to those described above): less social, political and 

economic stability; increased potential for market manipulation; less diverse and mature economic structures; the 

lack of publicly available information, including reports of payments of dividends or interest on outstanding 

securities; differences in regulatory, accounting, auditing, financial reporting and recordkeeping standards; certain 

national policies that may restrict the fund's investment opportunities, including restrictions on investment in issuers 

or industries deemed sensitive to national interests; local taxation; the absence of developed structures governing 

private or foreign investment or allowing for judicial redress for injury to private property; the absence until 

recently, in certain countries, of a capital structure or market-oriented economy; the possibility that recent favorable 

economic developments in certain countries may be slowed or reversed by unanticipated political or social events in 

these countries; restrictions that may make it difficult or impossible for the fund to vote proxies, exercise 

shareholder rights, pursue legal remedies, and obtain judgments in foreign courts; the risk of uninsured loss due to 

lost, stolen, or counterfeit stock certificates; possible losses through the holding of securities in domestic and foreign 

custodial banks and depositories; heightened opportunities for governmental corruption; large amounts of foreign 

debt to finance basic governmental duties that could lead to restructuring or default; and heavy reliance on exports 

that may be severely affected by global economic downturns. 

The purchase and sale of portfolio securities in certain emerging market countries may be constrained by limitations 

as to daily changes in the prices of listed securities, periodic trading or settlement volume and/or limitations on 

aggregate holdings of foreign investors.  In certain cases, such limitations may be computed based upon the 

aggregate trading by or holdings of the fund, its Adviser and its affiliates and their respective clients and other 

service providers.  The fund may not be able to sell securities in circumstances where price, trading or settlement 

volume limitations have been reached. 

Economic conditions, such as volatile currency exchange rates and interest rates, political events and other 

conditions may, without prior warning, lead to government intervention and the imposition of "capital controls." 

Countries use these controls to restrict volatile movements of capital entering ("inflows") and exiting ("outflows") 

their country to respond to certain economic conditions.  Such controls are mainly applied to short-term capital 

transactions to counter speculative flows that threaten to undermine the stability of the exchange rate and deplete 

foreign exchange reserves.  Capital controls include the prohibition of, or restrictions on, the ability to transfer 

currency, securities or other assets in such a way that may adversely affect the ability of the fund to repatriate its 

income and capital.  These limitations may have a negative impact on the fund's performance and may adversely 

affect the liquidity of the fund's investment to the extent that it invests in certain emerging market countries.  Some 
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emerging market countries may have fixed or managed currencies which are not free-floating against the U.S. dollar.  

Further, certain emerging market countries' currencies may not be internationally traded.  Certain of these currencies 

have experienced a steady devaluation relative to the U.S. dollar.  If the fund does not hedge the U.S. dollar value of 

securities it owns denominated in currencies that are devalued, the fund's NAV will be adversely affected.  Many 

emerging market countries have experienced substantial, and in some periods, extremely high rates of inflation for 

many years.  Inflation and rapid fluctuations in inflation rates have had, and may continue to have, adverse effects 

on the economies and securities markets of certain of these countries.  Further, the economies of emerging market 

countries generally are heavily dependent upon international trade and, accordingly, have been and may continue to 

be adversely affected by trade barriers, exchange controls, managed adjustments in relative currency values and 

other protectionist measures imposed or negotiated by the countries with which they trade. 

The fund may invest in companies organized or with their principal place of business, or majority of assets or 

business, in pre-emerging markets, also known as frontier markets.  The risks associated with investments in frontier 

market countries include all the risks described above for investments in foreign securities and emerging markets, 

although the risks are magnified for frontier market countries.  Because frontier markets are among the smallest, 

least mature and least liquid of the emerging markets, investments in frontier markets generally are subject to a 

greater risk of loss than investments in developed markets or traditional emerging markets.  Frontier market 

countries have smaller economies, less developed capital markets, more political and economic instability, weaker 

legal, financial accounting and regulatory infrastructure, and more governmental limitations on foreign investments 

than typically found in more developed countries, and frontier markets typically have greater market volatility, 

lower trading volume, lower capital flow, less investor participation, fewer large global companies and greater risk 

of a market shutdown than more developed markets.  Frontier markets are more prone to economic shocks 

associated with political and economic risks than are emerging markets generally.  Many frontier market countries 

may be dependent on commodities, foreign trade or foreign aid. 

Depositary Receipts and New York Shares.  Securities of foreign issuers in the form of ADRs, EDRs and GDRs and 

other forms of depositary receipts may not necessarily be denominated in the same currency as the securities into 

which they may be converted.  ADRs are receipts typically issued by a U.S. bank or trust company which evidence 

ownership of underlying securities issued by a foreign corporation.  EDRs are receipts issued in Europe, and GDRs 

are receipts issued outside the United States typically by non-U.S. banks and trust companies that evidence 

ownership of either foreign or domestic securities.  Generally, ADRs in registered form are designed for use in the 

U.S. securities markets, EDRs in bearer form are designed for use in Europe, and GDRs in bearer form are designed 

for use outside the United States.  New York Shares are securities of foreign companies that are issued for trading in 

the United States.  New York Shares are traded in the United States on national securities exchanges or in the over-

the-counter market. 

Depositary receipts may be purchased through "sponsored" or "unsponsored" facilities. A sponsored facility is 

established jointly by the issuer of the underlying security and a depositary.  A depositary may establish an 

unsponsored facility without participation by the issuer of the deposited security.  Holders of unsponsored 

depositary receipts generally bear all the costs of such facilities, and the depositary of an unsponsored facility 

frequently is under no obligation to distribute shareholder communications received from the issuer of the deposited 

security or to pass through voting rights to the holders of such receipts in respect of the deposited securities.  

Purchases or sales of certain ADRs may result, indirectly, in fees being paid to the Depositary Receipts Division of 

The Bank of New York Mellon, an affiliate of the Adviser, by brokers executing the purchases or sales. 

Securities of foreign issuers that are represented by ADRs or that are listed on a U.S. securities exchange or traded 

in the U.S. over-the-counter markets are not subject to many of the considerations and risks discussed in the 

prospectus and this SAI that apply to foreign securities traded and held abroad.  A U.S. dollar investment in ADRs 

or shares of foreign issuers traded on U.S. exchanges may be impacted differently by currency fluctuations than 

would an investment made in a foreign currency on a foreign exchange in shares of the same issuer. 

Investment Companies 

The 1940 Act currently limits the fund's investment in securities issued by registered and unregistered investment 

companies, including exchange-traded funds (discussed below), subject to certain exceptions to: (1) 3% of the total 

voting stock of any one investment company; (2) 5% of the fund's total assets with respect to any one investment 
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company; and (3) 10% of the fund's total assets in the aggregate.  Exemptions in the 1940 Act or the rules 

thereunder may allow the fund to invest in another investment company in excess of (1), (2) and/or (3).  In 

particular, Rule 12d1-4 under the 1940 Act allows the fund to acquire the securities of another registered investment 

company, including ETFs, in excess of the limitations above, subject to certain limitations and conditions, including 

limits on control and voting of acquired funds' shares, evaluations and findings by the Adviser, entering, in most 

cases, into an investment agreement with the acquired fund, and limits on most three-tier fund structures. 

As a shareholder of another investment company, the fund would bear, along with other shareholders, its pro rata 

portion of the other investment company's expenses, including advisory fees.  These expenses would be in addition 

to the advisory fees and other expenses that the fund bears directly in connection with its own operations, subject to 

the conditions of any applicable expense arrangement. 

The fund also may invest its uninvested cash reserves or cash it receives as collateral from borrowers of its portfolio 

securities in connection with the fund's securities lending program, in shares of one or more money market funds 

advised by the Adviser or an affiliate of the Adviser.  In addition, the fund may invest in shares of one or more 

money market funds advised by the Adviser or an affiliate of the Adviser for strategic purposes related to the 

management of the fund.  Such investments will not be subject to the limitations described above. 

Exchange-Traded Notes ("ETNs") 

ETNs are senior, unsecured, unsubordinated debt securities whose returns are linked to the performance of a 

particular market benchmark or strategy minus applicable fees.  ETNs are traded on an exchange (e.g., the NYSE) 

during normal trading hours.  However, investors can also hold the ETN until maturity.  At maturity, the issuer pays 

to the investor a cash amount equal to the principal amount, subject to adjustment for the market benchmark or 

strategy factor. 

ETNs do not make periodic coupon payments or provide principal protection.  ETNs are subject to credit risk, and 

the value of the ETN may drop due to a downgrade in the issuer's credit rating, despite the underlying market 

benchmark or strategy remaining unchanged.  The value of an ETN may also be influenced by time to maturity, 

level of supply and demand for the ETN, volatility and lack of liquidity in underlying assets, changes in the 

applicable interest rates, changes in the issuer's credit rating and economic, legal, political or geographic events that 

affect the referenced underlying asset.  When the fund invests in an ETN, it will bear its proportionate share of any 

fees and expenses borne by the ETN.  These fees and expenses generally reduce the return realized at maturity or 

upon redemption from an investment in an ETN; therefore, the value of the index underlying the ETN must increase 

significantly in order for an investor in an ETN to receive at least the principal amount of the investment at maturity 

or upon redemption.  The fund's decision to sell ETN holdings may be limited by the availability of a secondary 

market. 

Derivatives 

The fund may use derivatives for a variety of reasons, including to provide a substitute for purchasing or selling 

particular securities to reduce portfolio turnover, to seek to obtain a particular desired return at a lower cost to the 

fund than if the fund had invested directly in an instrument yielding the desired return, such as when the fund 

"equitizes" available cash balances by using a derivative instrument to gain exposure to relevant equity investments 

or markets consistent with its investment objective and policies, or for other reasons.  The fund may seek to achieve 

investment exposure to markets and securities through long and short positions in derivatives.  Generally, a 

derivative is a financial contract whose value depends upon, or is derived from, the value of an underlying asset, 

reference rate or index, and may relate to stocks, bonds, interest rates, currencies or currency exchange rates and 

related indexes.  Derivatives may provide a cheaper, quicker or more specifically focused way to invest than 

"traditional" securities would.  Examples of derivative instruments include futures contracts, options, swap 

agreements, contracts for difference, forward volatility agreements, credit linked securities, credit derivatives, 

structured securities and hybrid instruments, exchange-linked notes, custodial receipts and currency forward 

contracts.  In addition, the fund's portfolio managers may decide not to employ some or all of these strategies, and 

there is no assurance that any derivatives strategy used by the fund will succeed. 

Risks.  Successful use of certain derivatives may be a highly specialized activity that requires skills that may be 

different than the skills associated with ordinary portfolio securities transactions.  If the Sub-Adviser or Sub-Sub-
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Adviser is incorrect in its forecasts of market factors, or a counterparty defaults, investment performance would 

diminish compared with what it would have been if derivatives were not used.  Successful use of derivatives by the 

fund also is subject to the Sub-Adviser's or Sub-Sub-Adviser’s ability to predict correctly movements in the 

direction of the relevant market and, to the extent the transaction is entered into for hedging purposes, to ascertain 

the appropriate correlation between the securities or position being hedged and the price movements of the 

corresponding derivative position.  For example, if the fund enters into a derivative position to hedge against the 

possibility of a decline in the market value of securities held in its portfolio and the prices of such securities instead 

increase, the fund will lose part or all of the benefit of the increased value of securities which it has hedged because 

it will have offsetting losses in the derivative position. 

It is possible that developments in the derivatives markets, including potential government regulation, could 

adversely affect the ability to terminate existing derivatives positions or to realize amounts to be received in such 

transactions.  On October 28, 2020, the SEC adopted Rule 18f-4 (the "Derivatives Rule") under the 1940 Act which 

replaced prior SEC and staff guidance with an updated, comprehensive framework for registered funds' use of 

derivatives.  The Derivatives Rule requires the fund to trade derivatives and certain other instruments that create 

future payment or delivery obligations subject to a value-at-risk ("VaR") leverage limit, develop and implement a 

derivatives risk management program and new testing requirements, and comply with new requirements related to 

board and SEC reporting.  These requirements  apply unless the fund qualifies as a "limited derivatives user," as 

defined in the Derivatives Rule.  To the extent the fund uses derivatives, complying with the Derivatives Rule may 

increase the cost of the fund's investments and cost of doing business, which could adversely affect investors.  Other 

new regulations could adversely affect the value, availability and performance of certain derivative instruments, may 

make them more costly, and may limit or restrict their use by the fund. 

Derivatives can be volatile and involve various types and degrees of risk, depending upon the characteristics of the 

particular derivative and the portfolio as a whole.  Derivatives permit the fund to increase or decrease the level of 

risk, or change the character of the risk, to which its portfolio is exposed in much the same way as the fund can 

increase or decrease the level of risk, or change the character of the risk, of its portfolio by making investments in 

specific securities.  However, derivatives may entail investment exposures that are greater than their cost would 

suggest, meaning that a small investment in derivatives could have a large potential impact on the fund's 

performance.  Derivatives involve greater risks than if the fund had invested in the reference obligation directly. 

An investment in derivatives at inopportune times or when market conditions are judged incorrectly may lower 

return or result in a loss.  The fund could experience losses if its derivatives were poorly correlated with underlying 

instruments or the fund's other investments or if the fund were unable to liquidate its position because of an illiquid 

secondary market.  The market for many derivatives is, or suddenly can become, illiquid.  Changes in liquidity may 

result in significant, rapid and unpredictable changes in the prices for derivatives. 

Over-the-Counter Derivatives.  Derivatives may be purchased on established exchanges or through 

privately negotiated transactions referred to as over-the-counter derivatives.  Exchange-traded derivatives, 

primarily futures contracts and options, generally are guaranteed by the clearing agency that is the issuer or 

counterparty to such derivatives.  This guarantee usually is supported by a variation margin payment 

system operated by the clearing agency in order to reduce overall credit risk.  As a result, unless the 

clearing agency defaults, there is relatively little counterparty credit risk associated with derivatives 

purchased on an exchange.  In contrast, no clearing agency guarantees over-the-counter derivatives.  

Therefore, each party to an over-the-counter derivative bears the risk that the counterparty will default.  

Accordingly, the Sub-Adviser or Sub-Sub-Adviser will consider the creditworthiness of counterparties to 

over-the-counter derivatives in the same manner as it would review the credit quality of a security to be 

purchased by the fund.  Over-the-counter derivatives are less liquid than exchange-traded derivatives since 

the other party to the transaction may be the only investor with sufficient understanding of the derivative to 

be interested in bidding for it.  Derivatives that are considered illiquid will be subject to the fund's limit on 

illiquid investments. 

Leverage.  Some derivatives may involve leverage (e.g., an instrument linked to the value of a securities 

index may return income calculated as a multiple of the price movement of the underlying index).  This 

economic leverage will increase the volatility of these instruments as they may increase or decrease in 

value more quickly than the underlying security, index, futures contract, currency or other economic 

variable.   
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Options and Futures Contracts.  Options and futures contracts prices can diverge from the prices of their 

underlying instruments.  Options and futures contracts prices are affected by such factors as current and 

anticipated short-term interest rates, changes in volatility of the underlying instrument, and the time 

remaining until expiration of the contract, which may not affect the prices of the underlying instruments in 

the same way.  Imperfect correlation may also result from differing levels of demand in the options and 

futures markets and the securities markets, from structural differences in how options and futures and 

securities are traded, or from imposition of daily price fluctuation limits or trading halts.  The fund may 

purchase or sell options and futures contracts with a greater or lesser value than any securities it wishes to 

hedge or intends to purchase in order to attempt to compensate for differences in volatility between the 

contract and the securities, although this may not be successful in all cases.  If price changes in the fund's 

options or futures positions used for hedging purposes are poorly correlated with the investments the fund 

is attempting to hedge, the options or futures positions may fail to produce anticipated gains or result in 

losses that are not offset by gains in other investments. 

Margin.  Certain derivatives require the fund to make margin payments, a form of security deposit intended 

to protect against nonperformance of the derivative contract.  The fund may have to post additional margin 

if the value of the derivative position changes in a manner adverse to the fund, which could affect 

performance as cash that would otherwise be directly invested is posted as margin.  Derivatives may be 

difficult to value, which may result in increased payment requirements to counterparties or a loss of value 

to the fund.  If the fund has insufficient cash to meet additional margin requirements, it might need to sell 

securities at a disadvantageous time.   

CPO Exemption.  The Adviser has claimed an exclusion from the definition of the term "commodity pool operator" 

pursuant to Regulation 4.5 under the CEA with respect to the fund, and, therefore, is not subject to registration or 

regulation as a CPO under the CEA.  The Adviser relies on the exemption in Regulation 4.14(a)(8) to provide 

commodity interest trading advice with respect to the fund for which the Adviser is an excluded CPO. 

The fund may be limited in its ability to use commodity futures or options thereon, engage in certain swap 

transactions or make certain other investments (collectively, "commodity interests") if the Adviser continues to 

claim the exclusion from the definition of CPO with respect to the fund.  In order to be eligible to continue to claim 

this exclusion, if the fund uses commodity interests other than for bona fide hedging purposes (as defined by the 

CFTC), the aggregate initial margin and premiums required to establish those positions (after taking into account 

unrealized profits and unrealized losses on any such positions and excluding the amount by which options are "in-

the-money" at the time of purchase) may not exceed 5% of the fund's NAV, or, alternatively, the aggregate net 

notional value of those positions, as determined at the time the most recent position was established, may not exceed 

100% of the fund's NAV (after taking into account unrealized profits and unrealized losses on any such positions).  

In addition to meeting one of the foregoing trading limitations, the fund may not market itself as a commodity pool 

or otherwise as a vehicle for trading in the commodity futures, commodity options or swaps markets.  Even if the 

fund's direct use of commodity interests complies with the trading limitations described above, the fund may have 

indirect exposure to commodity interests in excess of such limitations.  Such exposure may result from the fund's 

investment in other investment vehicles, including investment companies that are not managed by the Adviser or 

one of its affiliates, certain securitized vehicles that may invest in commodity interests and/or non-equity REITs that 

may invest in commodity interests (collectively, "underlying funds").  Because the Adviser may have limited or no 

information as to the commodity interests in which an underlying fund invests at any given time, the CFTC has 

issued temporary no-action relief permitting registered investment companies, such as the fund, to continue to allow 

their commodity pool operators to rely on the exclusion from the definition of CPO.  The Adviser, on behalf of the 

fund, has filed the required notice to claim this no-action relief.  In order to rely on the temporary no-action relief, 

the Adviser must meet certain conditions and the fund must otherwise comply with the trading and market 

limitations described above with respect to their direct investments in commodity interests. 

If the fund were to invest in commodity interests in excess of the trading limitations discussed above and/or market 

itself as a vehicle for trading in the commodity futures, commodity options or swaps markets, the Adviser would 

withdraw its exclusion from the definition of CPO with respect to the fund and the Adviser would become subject to 

regulation as a CPO, and would need to comply with the harmonization rules adopted by the CFTC for funds that 

are dually registered, with respect to that fund, in addition to all applicable SEC regulations. 

Specific Types of Derivatives. 
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Futures Contracts.  A futures contract is an agreement between two parties to buy and sell a security or 

other asset for a set price on a future date.  When the fund sells a futures contract, it incurs an obligation to 

deliver a specified amount of the obligation underlying the futures contract at a specified time in the future 

for an agreed upon price.  With respect to index futures, no physical transfer of the securities underlying the 

index is made.  Rather, the parties settle by exchanging in cash an amount based on the difference between 

the contract price and the closing value of the index on the settlement date.  An option on a futures contract 

gives the holder of the option the right to buy from or sell to the writer of the option a position in a futures 

contract at a specified price on or before a specified expiration date.  When the fund writes an option on a 

futures contract, it becomes obligated, in return for the premium paid, to assume a position in a futures 

contract at a specified exercise price at any time during the term of the option.  If the fund has written a call 

option, it assumes a short futures position.  If the fund has written a put option, it assumes a long futures 

position.  When the fund purchases an option on a futures contract, it acquires the right, in return for the 

premium it pays, to assume a position in a futures contract (a long position if the option is a call and a short 

position if the option is a put).  The purchase of futures or call options on futures can serve as a long hedge, 

and the sale of futures or the purchase of put options on futures can serve as a short hedge.  Writing call 

options on futures contracts can serve as a limited short hedge, using a strategy similar to that used for 

writing call options on securities or indexes.  Similarly, writing put options on futures contracts can serve 

as a limited long hedge. 

Futures contracts are traded on exchanges, so that, in most cases, either party can close out its position on 

the exchange for cash, without delivering the security or other asset.  Although some futures contracts call 

for making or taking delivery of the underlying securities or other asset, generally these obligations are 

closed out before delivery by offsetting purchases or sales of matching futures contracts (same exchange, 

underlying asset, and delivery month).  Closing out a futures contract sale is effected by purchasing a 

futures contract for the same aggregate amount of the specific type of financial instrument with the same 

delivery date.  If an offsetting purchase price is less than the original sale price, the fund realizes a capital 

gain, or if it is more, the fund realizes a capital loss.  Conversely, if an offsetting sale price is more than the 

original purchase price, the fund realizes a capital gain, or if it is less, the fund realizes a capital loss.  

Transaction costs also are included in these calculations. 

Engaging in these transactions involves risk of loss to the fund which could adversely affect the value of 

the fund's net assets.  No assurance can be given that a liquid market will exist for any particular contract at 

any particular time.  Many futures exchanges and boards of trade limit the amount of fluctuation permitted 

in futures contract prices during a single trading day.  Once the daily limit has been reached in a particular 

contract, no trades may be made that day at a price beyond that limit or trading may be suspended for 

specified periods during the trading day.  Futures contract prices could move to the limit for several 

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

and potentially leading to substantial losses.  The fund may engage in futures transactions in foreign 

markets to the extent consistent with applicable law and the fund's ability to invest in foreign securities.  

Foreign futures markets may offer advantages such as trading opportunities or arbitrage possibilities not 

available in the United States.  Foreign markets, however, may have greater risk potential than domestic 

markets.  For example, some foreign exchanges are principal markets so that no common clearing facility 

exists and an investor may look only to the broker for performance of the contract.  In addition, any profits 

that the fund might realize in trading could be eliminated by adverse changes in the currency exchange rate, 

or the fund could incur losses as a result of those changes. 

Futures contracts and options on futures contracts include those with respect to securities, securities 

indexes, interest rates and foreign currencies and Eurodollar contracts, to the extent the fund can invest in 

the underlying reference security, instrument or asset. 

• Security Futures Contract.  A security future obligates the fund to purchase or sell an amount of a 

specific security at a future date at a specific price. 

• Index Futures Contract.  An index future obligates the fund to pay or receive an amount of cash 

based upon the change in value of the index based on the prices of the securities that comprise the 

index. 
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• Interest Rate Futures Contract.  An interest rate future obligates the fund to purchase or sell an 

amount of a specific debt security at a future date at a specific price (or, in some cases, to settle an 

equivalent amount in cash). 

• Foreign Currency Futures Contract.  A foreign currency future obligates the fund to purchase or 

sell an amount of a specific currency at a future date at a specific price. 

• Eurodollar Contracts.  A Eurodollar contract is a U.S. dollar-denominated futures contract or 

option thereon which is linked to a reference rate, although foreign currency-denominated 

instruments are available from time to time.  Eurodollar futures contracts enable purchasers to 

obtain a fixed rate for the lending of funds and sellers to obtain a fixed rate for borrowings.  The 

fund might use Eurodollar futures contracts and options thereon to hedge against changes in the 

reference rate, to which an interest rate swap or fixed-income instruments is linked. 
 

Options.  A call option gives the purchaser of the option the right to buy, and obligates the writer to sell, the 

underlying security, securities or other asset at the exercise price at any time during the option period, or at 

a specific date.  Conversely, a put option gives the purchaser of the option the right to sell, and obligates the 

writer to buy, the underlying security, securities or other asset at the exercise price at any time during the 

option period, or at a specific date.  The fund receives a premium from writing an option which it retains 

whether or not the option is exercised. 

A covered call option written by the fund is a call option with respect to which the fund owns the 

underlying security or otherwise covers the transaction such as by segregating permissible liquid assets.  

The principal reason for writing covered call options is to realize, through the receipt of premiums, a 

greater return than would be realized on the underlying securities alone. 

Options may be traded on U.S. or, to the extent the fund may invest in foreign securities, foreign securities 

exchanges or in the over-the-counter market.  There is no assurance that sufficient trading interest to create 

a liquid secondary market on a securities exchange will exist for any particular option or at any particular 

time, and for some options no such secondary market may exist.  A liquid secondary market in an option 

may cease to exist for a variety of reasons.  In the past, for example, higher than anticipated trading activity 

or order flow, or other unforeseen events, at times have rendered certain of the clearing facilities inadequate 

and resulted in the institution of special procedures, such as trading rotations, restrictions on certain types 

of orders or trading halts or suspensions in one or more options.  There can be no assurance that similar 

events, or events that may otherwise interfere with the timely execution of customers' orders, will not recur.  

In such event, it might not be possible to effect closing transactions in particular options.  If, as a covered 

call option writer, the fund is unable to effect a closing purchase transaction in a secondary market, it will 

not be able to sell the underlying security until the option expires or it delivers the underlying security upon 

exercise or it otherwise covers its position. 

Purchases or sales of options on exchanges owned by The NASDAQ OMX Group, Inc. may result, 

indirectly, in a portion of the transaction and other fees assessed on options trading being paid to The Bank 

of New York Mellon, an affiliate of the Adviser, as the result of an arrangement between The NASDAQ 

OMX Group, Inc. and The Bank of New York Mellon. 

Call and put options in which the fund may invest include the following, in each case, to the extent that the 

fund can invest in such securities or instruments (or securities underlying an index, in the case of options on 

securities indexes). 

• Options on Securities.  Call and put options on specific securities (or groups or "baskets" of specific 

securities), including equity securities (including convertible securities), U.S. Government 

securities, municipal securities, mortgage-backed securities, asset-backed securities, foreign 

sovereign debt, corporate debt securities or Eurodollar instruments, convey the right to buy or sell, 

respectively, the underlying securities at prices which are expected to be lower or higher than the 

current market prices of the securities at the time the options are exercised. 
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• Options on Securities Indexes.  An option on an index is similar to an option in respect of specific 

securities, except that settlement does not occur by delivery of the securities comprising the index.  

Instead, the option holder receives an amount of cash if the closing level of the index upon which 

the option is based is greater in the case of a call, or less, in the case of a put, than the exercise price 

of the option.  Thus, the effectiveness of purchasing or writing index options will depend upon price 

movements in the level of the index rather than the price of a particular security. 

• Foreign Currency Options.  Call and put options on foreign currency convey the right to buy or sell 

the underlying currency at a price which is expected to be lower or higher than the spot price of the 

currency at the time the option is exercised or expires. 

Swap Agreements.  Swap agreements involve the exchange by the fund with another party of their 

respective commitments to pay or receive payments at specified dates based upon or calculated by 

reference to changes in specified prices or rates (e.g., interest rates in the case of interest rate swaps) based 

on a specified amount (the "notional") amount.  Some swaps are, and more in the future will be, centrally 

cleared.  Swaps that are centrally cleared are subject to the creditworthiness of the clearing organizations 

involved in the transaction.  For example, the fund could lose margin payments it has deposited with a 

clearing organization as well as the net amount of gains not yet paid by the clearing organization if the 

clearing organization breaches its agreement with the fund or becomes insolvent or goes into bankruptcy.  

In the event of bankruptcy of the clearing organization, the fund may be entitled to the net amount of gains 

the fund is entitled to receive plus the return of margin owed to it only in proportion to the amount received 

by the clearing organization's other customers, potentially resulting in losses to the fund.  Swap agreements 

also may be two party contracts entered into primarily by institutional investors for periods ranging from a 

few weeks to more than one year. 

Swap agreements will tend to shift investment exposure from one type of investment to another.  For 

example, if the fund agreed to exchange payments in U.S. dollars for payments in a foreign currency, the 

swap agreement would tend to decrease the fund's exposure to U.S. interest rates and increase its exposure 

to foreign currency and interest rates.  Depending on how they are used, swap agreements may increase or 

decrease the overall volatility of the fund's investments and its share price and yield. 

Most swap agreements entered into are cash settled and calculate the obligations of the parties to the 

agreement on a "net basis." Thus, the fund's current obligations (or rights) under a swap agreement 

generally will be equal only to the net amount to be paid or received under the agreement based on the 

relative values of the positions held by each party to the agreement (the "net amount").  The fund will enter 

into swap agreements only with counterparties that meet certain standards of creditworthiness based on the 

Sub-Adviser's or Sub-Sub-Adviser’s internal guidelines. 

A swap option is a contract (sometimes called "swaptions") that gives a counterparty the right (but not the 

obligation) in return for payment of a premium, to enter into a new swap agreement or to shorten, extend, 

cancel or otherwise modify an existing swap agreement, at some designated future time on specified terms.  

A cash-settled option on a swap gives the purchaser the right, in return for the premium paid, to receive an 

amount of cash equal to the value of the underlying swap as of the exercise date.  These options typically 

are entered into with institutions, including securities brokerage firms.  Depending on the terms of the 

particular option agreement, the fund generally will incur a greater degree of risk when it writes a swap 

option than it will incur when it purchases a swap option.  When the fund purchases a swap option, it risks 

losing only the amount of the premium it has paid should it decide to let the option expire unexercised.  

However, when the fund writes a swap option, upon exercise of the option the fund will become obligated 

according to the terms of the underlying agreement. 

The swaps market has been an evolving and largely unregulated market.  It is possible that developments in 

the swaps market, including new regulatory requirements, could limit or prevent the fund's ability to utilize 

swap agreements or options on swaps as part of its investment strategy, terminate existing swap agreements 

or realize amounts to be received under such agreements, which could negatively affect the fund.  As 

discussed above, some swaps currently are, and more in the future will be, centrally cleared, which affects 

how swaps are transacted.  In particular, the Dodd-Frank Act, has resulted in new clearing and exchange- 

trading requirements for swaps and other over-the-counter derivatives.  The Dodd-Frank Act also requires 
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the CFTC and/or the SEC, in consultation with banking regulators, to establish capital requirements for 

swap dealers and major swap participants as well as requirements for margin on uncleared derivatives, 

including swaps, in certain circumstances that will be clarified by rules proposed by the CFTC and/or the 

SEC.  In addition, the CFTC and the SEC may change current requirements applicable to derivatives in the 

future.  For example, some legislative and regulatory proposals would impose limits on the maximum 

position that could be held by a single trader in certain contracts and would subject certain derivatives 

transactions to new forms of regulation that could create barriers to certain types of investment activity.  

Other provisions would expand entity registration requirements; impose business conduct, reporting and 

disclosure requirements on dealers, recordkeeping on counterparties such as the fund; and require banks to 

move some derivatives trading units to a non-guaranteed (but capitalized) affiliate separate from the 

deposit-taking bank or divest them altogether.  While some provisions of the Dodd-Frank Act have either 

already been implemented through rulemaking by the CFTC and/or the SEC or must be implemented 

through future rulemaking by those and other federal agencies, and any regulatory or legislative activity 

may not necessarily have a direct, immediate effect upon the fund, it is possible that, when compliance with 

these rules is required, they could potentially limit or completely restrict the ability of the fund to use 

certain derivatives as a part of its investment strategy, increase the cost of entering into derivatives 

transactions or require more assets of the fund to be used for collateral in support of those derivatives than 

is currently the case.  Limits or restrictions applicable to the counterparties with which the fund engages in 

derivative transactions also could prevent the fund from using derivatives or affect the pricing or other 

factors relating to these transactions, or may change the availability of certain derivatives. 

Specific swap agreements (and options thereon) include currency swaps; index swaps; interest rate swaps 

(including interest rate locks, caps, floors and collars), in each case, to the extent that the fund can invest in 

the underlying reference security, instrument or asset (or fixed-income securities, in the case of interest rate 

swaps, or securities underlying an index, in the case of index swaps). 

• Currency Swap Transactions.  A currency swap agreement involves the exchange of principal and 

interest in one currency for the same in another currency. 

• Index Swap Transactions.  An index swap agreement involves the exchange of cash flows associated 

with a securities or other index.    

• Interest Rate Swap Transactions.  An interest rate swap agreement involves the exchange of cash 

flows based on interest rate specifications and a specified principal amount, often a fixed payment 

for a floating payment that is linked to an interest rate. 

An interest rate lock transaction (which may also be known as a forward rate agreement) is a contract 

between two parties to make or receive a payment at a future date determined on the basis of a specified 

interest rate or yield of a particular security (the "contracted interest rate") over a predetermined time 

period, with respect to a stated notional amount.  These transactions typically are entered as a hedge against 

interest rate changes.  One party to the contract locks in the contracted interest rate to seek to protect 

against an interest rate increase, while the other party seeks to protect against a possible interest rate 

decline.  The payment at maturity is determined by the difference between the contracted interest rate and 

the then-current market interest rate. 

In an interest rate cap one party receives payments at the end of each period in which a specified interest 

rate on a specified principal amount exceeds an agreed rate; conversely, in an interest rate floor one party 

may receive payments if a specified interest rate on a specified principal amount falls below an agreed rate.  

Caps and floors have an effect similar to buying or writing options.  Interest rate collars involve selling a 

cap and purchasing a floor, or vice versa, to protect the fund against interest rate movements exceeding 

given minimum or maximum levels. 

Contracts for Difference.  A contract for difference ("CFD") is a contract between two parties, typically 

described as "buyer" and "seller," stipulating that the seller will pay to the buyer the difference between the 

current value of an asset and its value in the future.  (If the difference is negative, then the buyer instead 

pays the seller.)  In effect, CFDs are financial derivatives that allow the fund to take advantage of values 

moving up (long positions) or values moving down (short positions) on underlying assets.  For example, 
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when applied to equities, a CFD is an equity derivative that allows the fund to obtain investment exposure 

to share price movements, without the need for ownership of the underlying shares.  CFDs are over-the- 

counter derivative instruments that are subject to the credit risk of the counterparty.  Because CFDs are not 

traded on an exchange and may not have an expiration date, CFDs generally are illiquid. 

Structured Securities and Hybrid Instruments. 

• Structured Securities.  Structured securities are securities whose cash flow characteristics depend 

upon one or more indexes or that have embedded forwards or options or securities where the 

fund's investment return and the issuer's payment obligations are contingent on, or highly sensitive 

to, changes in the value of underlying assets, indexes, interest rates or cash flows ("embedded 

index").  When the fund purchases a structured security, it will make a payment of principal to the 

counterparty.  Some structured securities have a guaranteed repayment of principal while others 

place a portion (or all) of the principal at risk.  Guarantees are subject to the risk of default by the 

counterparty or its credit provider.  The terms of such structured securities normally provide that 

their principal and/or interest payments are to be adjusted upwards or downwards (but not 

ordinarily below zero) to reflect changes in the embedded index while the structured securities are 

outstanding.  As a result, the interest and/or principal payments that may be made on a structured 

security may vary widely, depending upon a variety of factors, including the volatility of the 

embedded index and the effect of changes in the embedded index on principal and/or interest 

payments.  The rate of return on structured securities may be determined by applying a multiplier 

to the performance or differential performance of the embedded index.  Application of a multiplier 

involves leverage that will serve to magnify the potential for gain and the risk of loss.  Structured 

securities may be issued in subordinated and unsubordinated classes, with subordinated classes 

typically having higher yields and greater risks than an unsubordinated class.  Structured securities 

may not have an active trading market, which may have an adverse impact on the fund's ability to 

dispose of such securities when necessary to meet the fund's liquidity needs or in response to a 

specific economic event such as a deterioration in the creditworthiness of the issuer.  The lack of 

an active trading market also may make it more difficult for the fund to obtain accurate market 

quotations for purposes of valuing the fund's portfolio and calculating its NAV. 

• Hybrid Instruments.  A hybrid instrument can combine the characteristics of securities, futures and 

options.  For example, the principal amount or interest rate of a hybrid instrument could be tied 

(positively or negatively) to the price of a benchmark, e.g., currency, securities index or another 

interest rate.  The interest rate or the principal amount payable at maturity of a hybrid security may 

be increased or decreased, depending on changes in the value of the benchmark.  Hybrids can be 

used as an efficient means of pursuing a variety of investment strategies, including currency 

hedging, duration management and increased total return.  Hybrids may not bear interest or pay 

dividends.  The value of a hybrid or its interest rate may be a multiple of a benchmark and, as a 

result, may be leveraged and move (up or down) more steeply and rapidly than the benchmark.  

These benchmarks may be sensitive to economic and political events, such as currency 

devaluations, which cannot be readily foreseen by the purchaser of a hybrid.  Under certain 

conditions, the redemption value of a hybrid could be zero.  Thus, an investment in a hybrid may 

entail significant market risks that are not associated with a similar investment in a traditional, 

U.S. dollar-denominated bond that has a fixed principal amount and pays a fixed rate or floating 

rate of interest. 

Combined Transactions.  The fund may enter into multiple transactions, including multiple options, futures, 

swap, currency and/or interest rate transactions, and any combination of options, futures, swaps, currency 

and/or interest rate transactions ("combined transactions"), instead of a single transaction, as part of a single 

or combined strategy when, in the opinion of the Sub-Adviser or Sub-Sub-Adviser, it is in the best interests 

of the fund to do so.  A combined transaction will usually contain elements of risk that are present in each 

of its component transactions.  Although combined transactions are normally entered into based on the 

Sub-Adviser's or Sub-Sub-Adviser’s judgment that the combined strategies will reduce risk or otherwise 

more effectively achieve the desired portfolio management goal, it is possible that the combination will 

instead increase such risks or hinder achievement of the portfolio management objective. 
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Future Developments.  The fund may take advantage of opportunities in derivatives transactions which are 

not presently contemplated for use by the fund or which are not currently available but which may be 

developed, to the extent such opportunities are both consistent with the fund's investment objective and 

legally permissible for the fund.  Before the fund enters into such transactions or makes any such 

investment, the fund will provide appropriate disclosure in its prospectus or this SAI. 

Custodial Receipts.  Custodial receipts, which may be underwritten by securities dealers or banks, represent 

the right to receive certain future principal and/or interest payments on a basket of securities which underlie 

the custodial receipts, or, in some cases, the payment obligation of a third party that has entered into an 

interest rate swap or other arrangement with the custodian.  Underlying securities may include U.S. 

government securities, municipal securities or other types of securities in which the fund may invest.  A 

number of different arrangements are possible.  In a typical custodial receipt arrangement, an issuer or a 

third party owner of securities deposits such securities obligations with a custodian in exchange for 

custodial receipts.  These custodial receipts are typically sold in private placements and are designed to 

provide investors with pro rata ownership of a portfolio of underlying securities.  For certain securities law 

purposes, custodial receipts may not be considered obligations of the underlying securities held by the 

custodian.  As a holder of custodial receipts, the fund will bear its proportionate share of the fees and 

expenses charged to the custodial account.  Although under the terms of a custodial receipt the fund 

typically would be authorized to assert its rights directly against the issuer of the underlying obligation, the 

fund could be required to assert through the custodian bank those rights as may exist against the underlying 

issuers.  Thus, in the event an underlying issuer fails to pay principal and/or interest when due, the fund 

may be subject to delays, expenses and risks that are greater than those that would have been involved if 

the fund had purchased a direct obligation of the issuer.  In addition, in the event that the custodial account 

in which the underlying securities have been deposited is determined to be an association taxable as a 

corporation, instead of a non-taxable entity, the yield on the underlying securities would be reduced in 

recognition of any taxes paid.   

Certain custodial receipts may be synthetic or derivative instruments that have interest rates that reset 

inversely to changing short-term rates and/or have embedded interest rate floors and caps that require the 

issuer to pay an adjusted interest rate if market rates fall below or rise above a specified rate.  Because 

some of these instruments represent relatively recent innovations, and the trading market for these 

instruments is less developed than the markets for more traditional types of instruments, it is uncertain how 

these instruments will perform under different economic and interest-rate scenarios.  Also, because these 

instruments may be leveraged, their market values may be more volatile than other types of fixed-income 

instruments and may present greater potential for capital gain or loss.  The possibility of default by an 

issuer or the issuer's credit provider may be greater for these derivative instruments than for other types of 

instruments. 

Foreign Currency Transactions 

Investments in foreign currencies, including investing directly in foreign currencies, holding financial instruments 

that provide exposure to foreign currencies, or investing in securities that trade in, or receive revenues in, foreign 

currencies, are subject to the risk that those currencies will decline in value relative to the U.S. dollar. 

Foreign currency transactions could be entered into for a variety of purposes, including: (1) to fix in U.S. dollars, 

between trade and settlement date, the value of a security the fund has agreed to buy or sell; (2) to hedge the U.S. 

dollar value of securities the fund already owns, particularly if it expects a decrease in the value of the currency in 

which the foreign security is denominated; (3) to gain or reduce exposure to the foreign currency for investment 

purposes; (4) to settle trades in non-base currencies; or (5) to repatriate income.  Foreign currency transactions may 

involve, for example, the fund's purchase of foreign currencies for U.S. dollars or the maintenance of short positions 

in foreign currencies.  A short position would involve the fund agreeing to exchange an amount of a currency it did 

not currently own for another currency at a future date in anticipation of a decline in the value of the currency sold 

relative to the currency the fund contracted to receive.  The fund may engage in cross currency hedging against price 

movements between currencies, other than the U.S. dollar, caused by currency exchange rate fluctuations.  In 

addition, the fund might seek to hedge against changes in the value of a particular currency when no derivative 

instruments on that currency are available or such derivative instruments are more expensive than certain other 

derivative instruments.  In such cases, the fund may hedge against price movements in that currency by entering into 
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transactions using derivative instruments on another currency or a basket of currencies, the values of which the Sub-

Adviser or Sub-Sub-Adviser believes will have a high degree of positive correlation to the value of the currency 

being hedged.  The risk that movements in the price of the derivative instrument will not correlate perfectly with 

movements in the price of the currency being hedged is magnified when this strategy is used. 

Currency hedging may substantially change the fund's exposure to changes in currency exchange rates and could 

result in losses if currencies do not perform as the Sub-Adviser or Sub-Sub-Adviser anticipates.  There is no 

assurance that the fund's currency hedging activities will be advantageous to the fund or that the Sub-Adviser or 

Sub-Sub-Adviser will hedge at an appropriate time. 

The cost of engaging in foreign currency exchange contracts for the purchase or sale of a specified currency at a 

specified future date ("forward contracts") varies with factors such as the currency involved, the length of the 

contract period and the market conditions then prevailing.  Because forward contracts are usually entered into on a 

principal basis, no fees or commissions are involved.  Generally, secondary markets do not exist for forward 

contracts, with the result that closing transactions can be made for forward contracts only by negotiating directly 

with the counterparty to the contract.  As with other over-the-counter derivatives transactions, forward contracts are 

subject to the credit risk of the counterparty. 

Currency exchange rates may fluctuate significantly over short periods of time.  They generally are determined by 

the forces of supply and demand in the foreign exchange markets and the relative merits of investments in different 

countries, actual or perceived changes in interest rates and other complex factors, as seen from an international 

perspective.  Currency exchange rates also can be affected unpredictably by intervention, or failure to intervene, by 

U.S. or foreign governments or central banks, or by currency controls or political developments in the United States 

or abroad.   

The value of derivative instruments on foreign currencies depends on the value of the underlying currency relative to 

the U.S. dollar.  Because foreign currency transactions occurring in the interbank market might involve substantially 

larger amounts than those involved in the use of foreign currency derivative instruments, the fund could be 

disadvantaged by having to deal in the odd lot market (generally consisting of transactions of less than $1 million) 

for the underlying foreign currencies at prices that are less favorable than for round lots. 

There is no systematic reporting of last sale information for foreign currencies or any regulatory requirement that 

quotations available through dealers or other market sources be firm or revised on a timely basis.  Quotation 

information generally is representative of very large transactions in the interbank market and thus might not reflect 

odd-lot transactions where rates might be less favorable.  The interbank market in foreign currencies is a global, 

round-the-clock market. 

Settlement of transactions involving foreign currencies might be required to take place within the country issuing the 

underlying currency.  Thus, the fund might be required to accept or make delivery of the underlying foreign 

currency in accordance with any U.S. or foreign regulations regarding the maintenance of foreign banking 

arrangements by U.S. residents and might be required to pay any fees, taxes and charges associated with such 

delivery assessed in the issuing country. 

Lending Portfolio Securities 

Fund portfolio securities may be lent to brokers, dealers and other financial institutions needing to borrow securities 

to complete certain transactions.  In connection with such loans, the fund would remain the owner of the loaned 

securities and continue to be entitled to payments in amounts equal to the interest, dividends or other distributions 

payable on the loaned securities.  The fund also has the right to terminate a loan at any time.  An investment 

company is limited in the amount of portfolio securities it may loan to 33-1/3% of its total assets (including the 

value of all assets received as collateral for the loan).  Except as may be otherwise described in "Investments, 

Investment Techniques and Risks" in Part II of this SAI, the fund will receive collateral consisting of cash, cash 

equivalents, U.S. Government securities or irrevocable letters of credit, which will be maintained at all times in an 

amount equal to at least 100% of the current market value of the loaned securities.  If the collateral consists of a 

letter of credit or securities, the borrower will pay the fund a loan premium fee.  If the collateral consists of cash, the 

fund will reinvest the cash and pay the borrower a pre-negotiated fee or "rebate" from any return earned on the 

investment.  The fund may participate in a securities lending program operated by the Securities Lending Agent.  
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The Securities Lending Agent will receive a percentage of the total earnings of the fund derived from lending its 

portfolio securities.  Should the borrower of the securities fail financially, the fund may experience delays in 

recovering the loaned securities or exercising its rights in the collateral.  Loans are made only to borrowers that are 

deemed by the Adviser to be of good financial standing.  In a loan transaction, the fund will also bear the risk of any 

decline in value of securities acquired with cash collateral.  The fund will minimize this risk by limiting the 

investment of cash collateral to money market funds advised by the Adviser, repurchase agreements or other high 

quality instruments with short maturities, in each case to the extent it is a permissible investment for the fund. 

Borrowing Money 

The 1940 Act permits an investment company to borrow in an amount up to 33-1/3% of the value of its total assets.  

Such borrowings may be for temporary or emergency purposes or for leveraging.  If borrowings are for temporary or 

emergency (not leveraging) purposes, when such borrowings exceed 5% of the value of the fund's total assets the 

fund will not make any additional investments. 

Forward Commitments.  The purchase or sale of securities on a forward commitment (including "TBA" (to be 

announced)), when-issued or delayed-delivery basis, means delivery and payment take place at a future date at a 

predetermined price and/or yield.  Typically, no interest accrues to the purchaser until the security is delivered.  

When purchasing a security on a forward commitment basis, the fund assumes the risks of ownership of the security, 

including the risk of price and yield fluctuations, and takes such fluctuations into account when determining its 

NAV.  Purchasing securities on a forward commitment, when-issued or delayed-delivery basis can involve the 

additional risk that the yield available in the market when the delivery takes place actually may be higher than that 

obtained in the transaction itself.  The sale of securities on a forward commitment or delayed-delivery basis involves 

the risk that the prices available in the market on the delivery date may be greater than those obtained in the sale 

transaction. 

Debt securities purchased on a forward commitment, when-issued or delayed-delivery basis are subject to changes 

in value based upon the perception of the creditworthiness of the issuer and changes, real or anticipated, in the level 

of interest rates (i.e., appreciating when interest rates decline and depreciating when interest rates rise).  Securities 

purchased on a forward commitment, when-issued or delayed-delivery basis may expose the fund to risks because 

they may experience declines in value prior to their actual delivery.  The fund will make commitments to purchase 

such securities only with the intention of actually acquiring the securities, but the fund may sell these securities or 

dispose of the commitment before the settlement date if it is deemed advisable as a matter of investment strategy.  

The fund would engage in forward commitments to increase its portfolio's financial exposure to the types of 

securities in which it invests.  If the fund is fully or almost fully invested when forward commitment purchases are 

outstanding, such purchases may result in a form of leverage.  Leveraging the portfolio in this manner will increase 

the fund's exposure to changes in interest rates and may result in greater potential fluctuation in the value of the 

fund's net assets and its NAV per share.   

Section 4(a)(2) Paper and Rule 144A Securities. 

"Section 4(a)(2) paper" consists of commercial obligations issued in reliance on the so-called "private placement" 

exemption from registration afforded by Section 4(a)(2) of the Securities Act.  Section 4(a)(2) paper is restricted as 

to disposition under the federal securities laws, and generally is sold to institutional investors that agree that they are 

purchasing the paper for investment and not with a view to public distribution.  Any resale by the purchaser must be 

pursuant to registration or an exemption therefrom.  Section 4(a)(2) paper normally is resold to other institutional 

investors through or with the assistance of the issuer or investment dealers who make a market in the Section 4(a)(2) 

paper, thus providing liquidity.  "Rule 144A securities" are securities that are not registered under the Securities Act 

but that can be sold to qualified institutional buyers in accordance with Rule 144A under the Securities Act.  Rule 

144A securities generally must be sold to other qualified institutional buyers.  If a particular investment in Section 

4(a)(2) paper or Rule 144A securities is not determined to be liquid, that investment will be included within the 

percentage limitation on investment in illiquid investments.  Investing in Rule 144A securities could have the effect 

of increasing the level of fund illiquidity to the extent that qualified institutional buyers become, for a time, 

uninterested in purchasing these securities from the fund or other holders.  Liquidity determinations with respect to 

Section 4(a)(2) paper and Rule 144A securities will be made by the fund’s board or by the Adviser pursuant to 

guidelines established by the board.  The fund’s board or the Adviser will consider availability of reliable price 

information and other relevant information in making such determinations. 
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Illiquid Investments 

The 1940 Act limits funds other than money market funds to 15% of net assets in illiquid investments. Illiquid 

investments, which are investments that the fund reasonably expects to be unable to sell or dispose of in current 

market conditions in seven calendar days or less without the sale or disposition significantly changing the market 

value of the investments, may include investments that are not readily marketable, such as investments that are 

subject to legal or contractual restrictions on resale that do not have readily available market quotations, repurchase 

agreements providing for settlement in more than seven days after notice and certain privately negotiated derivatives 

transactions and securities used to cover such derivatives transactions. As to these investments, there is a risk that, 

should the fund desire to sell them, a ready buyer will not be available at a price the fund deems representative of 

their value, which could adversely affect the value of the fund's net assets. 

Non-Diversified Status 

The fund is classified as non-diversified under the 1940 Act.  The fund's classification as a "non-diversified" 

investment company means that the proportion of the fund's assets that may be invested in securities of a single 

issuer is not limited by the 1940 Act.  The 1940 Act generally requires a "diversified" investment company, with 

respect to 75% of its total assets, to invest not more than 5% of such assets in securities of a single issuer.  Since a 

relatively high percentage of a non-diversified fund's assets may be invested in the securities of a limited number of 

issuers or industries, a non-diversified fund may be more sensitive to changes in the market value of a single issuer 

or industry.   

 

To meet federal tax requirements for qualification as a RIC, at the close of each quarter of the fund's taxable year, its 

assets must be diversified so that (a) at least 50% of the market value of its total assets must be represented by cash 

and cash items, U.S. government securities, securities of other RICs and other securities, with such other securities 

limited, in respect to any one issuer, to an amount not greater in value than 5% of the value of the fund's total assets 

and to not more than 10% of the outstanding voting securities of such issuer, and (b) not more than 25% of the value 

of its total assets is invested, including through corporations in which the fund owns a 20% or more voting stock 

interest, in the securities (other than U.S. government securities or securities of other RICs) of any one issuer, the 

securities (other than securities of other RICs) of two or more issuers that it controls and that are engaged in the 

same, similar, or related trades or businesses, or the securities of one or more qualified publicly traded partnerships. 
 

Cybersecurity Risk 

The fund and its service providers are susceptible to operational and information security risks due to cybersecurity 

incidents.  In general, cybersecurity incidents can result from deliberate attacks or unintentional events.  

Cybersecurity attacks include, but are not limited to, gaining unauthorized access to digital systems (e.g., through 

"hacking" or malicious software coding) for purposes of misappropriating assets or sensitive information, corrupting 

data or causing operational disruption.  Cyber attacks also may be carried out in a manner that does not require 

gaining unauthorized access, such as causing denial-of-service attacks on websites (i.e., efforts to make services 

unavailable to intended users).  Cybersecurity incidents affecting the Adviser, Sub-Adviser, Sub-Sub-Adviser, 

Transfer Agent or Custodian or other service providers such as financial intermediaries have the ability to cause 

disruptions and impact business operations, potentially resulting in financial losses, including by interference with 

the fund's ability to calculate its NAV; impediments to trading for the fund's portfolio; the inability of fund 

shareholders to transact business with the fund; violations of applicable privacy, data security or other laws; 

regulatory fines and penalties; reputational damage; reimbursement or other compensation or remediation costs; 

legal fees; or additional compliance costs.  Similar adverse consequences could result from cybersecurity incidents 

affecting issuers of securities in which the fund invests, counterparties with which the fund engages in transactions, 

governmental and other regulatory authorities, exchange and other financial market operators, banks, brokers, 

dealers, insurance companies and other financial institutions and other parties.  While information risk management 

systems and business continuity plans have been developed which are designed to reduce the risks associated with 

cybersecurity, there are inherent limitations in any cybersecurity risk management systems or business continuity 

plans, including the possibility that certain risks have not been identified. 

Recent Market and Economic Developments 
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An outbreak of a respiratory disease caused by a novel coronavirus was first detected in Wuhan City, Hubei 

Province, China in December 2019 and spread globally.  The virus, named "SARS-CoV-2" (sometimes referred to 

as the "coronavirus") and the resulting disease, which is referred to as "COVID-19," was declared a pandemic by the 

World Health Organization.  A widespread outbreak of an infectious illness, such as COVID-19, may lead to 

governments and businesses world-wide taking aggressive measures, including closing borders, restricting 

international and domestic travel, and the imposition of prolonged quarantines of large populations.  As occurred in 

the wake of COVID-19, the spread of such an illness may result in the disruption of and delays in the delivery of 

healthcare services and processes, the cancellation of organized events and educational institutions, the disruption of 

production and supply chains, a decline in consumer demand for certain goods and services, and general concern 

and uncertainty, all of which may contribute to increased volatility in global markets.  COVID-19, and other 

epidemics and pandemics that may arise in the future, could adversely affect the economies of many nations, the 

global economy, individual companies, sectors or industries, and capital markets in ways that cannot be foreseen at 

the present time.  In addition, the impact of infectious diseases in developing or emerging market countries may be 

greater due to limited health care resources.  Political, economic and social stresses caused by infectious illness also 

may exacerbate other pre-existing political, social and economic risks in certain countries.  The duration of such an 

illness and its effects cannot be determined at this time, but the effects could be present for an extended period of 

time. 

In March 2023, the shutdown of certain financial institutions raised economic concerns over disruption in the U.S. 

banking system.  There can be no certainty that similar developments will not occur in the future, or that the actions 

taken by the U.S. government to strengthen public confidence in the U.S. banking system will be effective in 

mitigating the effects of financial institution failures on the economy and restoring public confidence in the U.S. 

banking system.   

RATING CATEGORIES 

The following is a description of certain ratings assigned by S&P, Moody's, Fitch and Morningstar DBRS. 

S&P 

An S&P issue credit rating is a forward-looking opinion about the creditworthiness of an obligor with respect to a 

specific financial obligation, a specific class of financial obligations or a specific financial program (including 

ratings on medium-term note programs and commercial paper programs).  It takes into consideration the 

creditworthiness of guarantors, insurers or other forms of credit enhancement on the obligation and takes into 

account the currency in which the obligation is denominated.  The opinion reflects S&P's view of the obligor's 

capacity and willingness to meet its financial commitments as they come due, and may assess terms, such as 

collateral security and subordination, which could affect ultimate payment in the event of default. 

Issue credit ratings can be either long-term or short-term.  Short-term ratings are generally assigned to those 

obligations considered short-term in the relevant market.  Short-term ratings also are used to indicate the 

creditworthiness of an obligor with respect to put features on long-term obligations.  Medium-term notes are 

assigned long-term ratings. 

Long-Term Issue Credit Ratings.  Issue credit ratings are based, in varying degrees, on S&P's analysis of the 

following considerations: likelihood of payment capacity and willingness of the obligor to meet its financial 

commitment on an obligation in accordance with the terms of the obligation; nature of and provisions of the 

financial obligation and the promise S&P imputes; and protection afforded by, and relative position of, the financial 

obligation in the event of bankruptcy, reorganization or other arrangement under the laws of bankruptcy and other 

laws affecting creditors' rights. 

Issue ratings are an assessment of default risk, but may incorporate an assessment of relative seniority or ultimate 

recovery in the event of default.  Junior obligations are typically rated lower than senior obligations, to reflect the 

lower priority in bankruptcy, as noted above.  (Such differentiation may apply when an entity has both senior and 

subordinated obligations, secured and unsecured obligations, or operating company and holding company 

obligations.) 
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An obligation rated "AAA" has the highest rating assigned by S&P.  The obligor's capacity to meet its financial 

commitment on the obligation is extremely strong. 

An obligation rated "AA" differs from the highest-rated obligations only to a small degree.  The obligor's capacity to 

meet its financial commitment on the obligation is very strong. 

An obligation rated "A" is somewhat more susceptible to the adverse effects of changes in circumstances and 

economic conditions than obligations in higher-rated categories.  However, the obligor's capacity to meet its 

financial commitment on the obligation is still strong. 

An obligation rated "BBB" exhibits adequate protection parameters.  However, adverse economic conditions or 

changing circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial 

commitment on the obligation. 

Obligations rated "BB," "B," "CCC," "CC" and "C" are regarded as having significant speculative characteristics.  

"BB" indicates the least degree of speculation and "C" the highest.  While such obligations will likely have some 

quality and protective characteristics, these may be outweighed by large uncertainties or major exposures to adverse 

conditions. 

An obligation rated "BB" is less vulnerable to nonpayment than other speculative issues.  However, it faces major 

ongoing uncertainties or exposure to adverse business, financial or economic conditions which could lead to the 

obligor's inadequate capacity to meet its financial commitment on the obligation. 

An obligation rated "B" is more vulnerable to nonpayment than obligations rated "BB," but the obligor currently has 

the capacity to meet its financial commitment on the obligation.  Adverse business, financial or economic conditions 

will likely impair the obligor's capacity or willingness to meet its financial commitment on the obligation. 

An obligation rated "CCC" is currently vulnerable to nonpayment, and is dependent upon favorable business, 

financial and economic conditions for the obligor to meet its financial commitment on the obligation.  In the event 

of adverse business, financial or economic conditions, the obligor is not likely to have the capacity to meet its 

financial commitment on the obligation. 

An obligation rated "CC" is currently highly vulnerable to nonpayment.  The "CC" rating is used when a default has 

not yet occurred, but S&P expects default to be a virtual certainty, regardless of the anticipated time to default. 

An obligation rated "C" is currently highly vulnerable to nonpayment, and the obligation is expected to have lower 

relative seniority or lower ultimate recovery compared to obligations that are rated higher. 

An obligation rated "D" is in default or in breach of an imputed promise.  For non-hybrid capital instruments, the 

"D" rating category is used when payments on an obligation are not made on the date due, unless S&P believes that 

such payments will be made within five business days in the absence of a stated grace period or within the earlier of 

the stated grace period or 30 calendar days.  The "D" rating also will be used upon the filing of a bankruptcy petition 

or the taking of similar action and where default on an obligation is a virtual certainty, for example due to automatic 

stay provisions.  An obligation's rating is lowered to "D" if it is subject to a distressed exchange offer. 

Note: The ratings from "AA" to "CCC" may be modified by the addition of a plus (+) or minus (-) sign to show 

relative standing within the major rating categories. 

An "NR" indicates that a rating has not been assigned or is no longer assigned. 

{TC "Short-Term Issue Credit Ratings" \1 3}Short-Term Issue Credit Ratings.  A short-term obligation rated "A-1" 

is rated in the highest category by S&P.  The obligor's capacity to meet its financial commitment on the obligation is 

strong.  Within this category, certain obligations are designated with a plus sign (+).  This indicates that the obligor's 

capacity to meet its financial commitment on these obligations is extremely strong. 

A short-term obligation rated "A-2" is somewhat more susceptible to the adverse effects of changes in circumstances 

and economic conditions than obligations in higher rating categories.  However, the obligor's capacity to meet its 

financial commitment on the obligation is satisfactory. 
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A short-term obligation rated "A-3" exhibits adequate protection parameters.  However, adverse economic 

conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to meet its 

financial commitment on the obligation. 

A short-term obligation rated "B" is regarded as vulnerable and has significant speculative characteristics.  The 

obligor currently has the capacity to meet its financial commitments; however, it faces major ongoing uncertainties 

which could lead to the obligor's inadequate capacity to meet its financial commitments. 

A short-term obligation rated "C" is currently vulnerable to nonpayment and is dependent upon favorable business, 

financial and economic conditions for the obligor to meet its financial commitment on the obligation. 

A short-term obligation rated "D" is in default or in breach of an imputed promise.  For non-hybrid capital 

instruments, the "D" rating category is used when payments on an obligation are not made on the date due, unless 

S&P believes that such payments will be made within any stated grace period.  However, any stated grace period 

longer than five business days will be treated as five business days.  The "D" rating also will be used upon the filing 

of a bankruptcy petition or the taking of a similar action and where default on an obligation is a virtual certainty, for 

example due to automatic stay provisions.  An obligation's rating is lowered to "D" if it is subject to a distressed 

exchange offer. 

Municipal Short-Term Note Ratings Definitions.  An S&P U.S. municipal note rating reflects S&P's opinion about 

the liquidity factors and market access risks unique to the notes.  Notes due in three years or less will likely receive a 

note rating.  Notes with an original maturity of more than three years will most likely receive a long-term debt 

rating.  In determining which type of rating, if any, to assign, S&P analysis will review the following considerations: 

amortization schedule the larger the final maturity relative to other maturities, the more likely it will be treated as a 

note; and source of payment the more dependent the issue is on the market for its refinancing, the more likely it will 

be treated as a note. 

Note rating symbols are as follows: 

SP-1      Strong capacity to pay principal and interest.  An issue determined to possess a very strong capacity to pay 

debt service is given a plus (+) designation. 

SP-2      Satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and 

economic changes over the term of the notes. 

SP-3      Speculative capacity to pay principal and interest. 

D           There has been a failure to pay the note when due, completion of a distressed exchange offer, or the filing 

of a bankruptcy petition or the taking of similar action and where default on an obligation is a virtual certainty, for 

example due to automatic stay provisions.   

Moody's 

Ratings assigned on Moody's global long-term and short-term rating scales are forward-looking opinions of the 

relative credit risks of financial obligations issued by non-financial corporates, financial institutions, structured 

finance vehicles, project finance vehicles and public sector entities. 

Long-Term Obligation Ratings and Definitions.  Long-term ratings are assigned to issuers or obligations with an 

original maturity of one year or more and reflect both on the likelihood of a default or impairment on contractual 

financial obligations and the expected financial loss suffered in the event of default or impairment. 

Obligations rated "Aaa" are judged to be of the highest quality, subject to the lowest level of credit risk.   

Obligations rated "Aa" are judged to be of high quality and are subject to very low credit risk.   

Obligations rated "A" are judged to be upper-medium grade and are subject to low credit risk. 
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Obligations rated "Baa" are judged to be medium-grade and subject to moderate credit risk and as such may possess 

certain speculative characteristics. 

Obligations rated "Ba" are judged to be speculative and are subject to substantial credit risk.  Obligations rated "B" 

are considered speculative and are subject to high credit risk. 

Obligations rated "Caa" are judged to be speculative, of poor standing and are subject to very high credit risk. 

Obligations rated "Ca" are highly speculative and are likely in, or very near, default, with some prospect of recovery 

of principal and interest. 

Obligations rated "C" are the lowest rated and are typically in default, with little prospect for recovery of principal 

or interest. 

Note: Moody's appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through Caa.  

The modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; the modifier 2 

indicates a mid-range ranking and the modifier 3 indicates a ranking in the lower end of that generic rating category.  

Additionally, a "(hyb)" indicator is appended to all ratings of hybrid securities issued by banks, insurers, finance 

companies and securities firms. 

Short-Term Ratings.  Short-term ratings are assigned to obligations with an original maturity of thirteen months or 

less and reflect both on the likelihood of a default or impairment on contractual financial obligations and the 

expected financial loss suffered in the event of default or impairment. 

Moody's employs the following designations to indicate the relative repayment ability of rated issuers: 

P-1 Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt obligations. 

P-2 Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt obligations. 

P-3 Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term debt obligations. 

NP Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories. 

 

U.S. Municipal Short-Term Debt and Demand Obligation Ratings. 

Short-Term Obligation Ratings.  The Municipal Investment Grade ("MIG") scale is used to rate U.S. municipal bond 

anticipation notes of up to three years maturity.  MIG ratings are divided into three levels—MIG 1 through MIG 3—

while speculative grade short-term obligations are designated "SG." 

MIG 1 This designation denotes superior credit quality.  Excellent protection is afforded by established cash flows, 

highly reliable liquidity support, or demonstrated broad-based access to the market for refinancing. 

MIG 2 This designation denotes strong credit quality.  Margins of protection are ample, although not as large as in 

the preceding group. 

MIG 3 This designation denotes acceptable credit quality.  Liquidity and cash flow protection may be narrow, and 

market access for refinancing is likely to be less well-established. 

SG This designation denotes speculative-grade credit quality.  Debt instruments in this category may lack 

sufficient margins of protection. 

 

Demand Obligation Ratings.  In the case of variable rate demand obligations ("VRDOs"), a two-component rating is 

assigned: a long- or short-term debt rating and a demand obligation rating.  The first element represents Moody's 

evaluation of risk associated with scheduled principal and interest payments.  The second element represents 

Moody's evaluation of risk associated with the ability to receive purchase price upon demand ("demand feature").  
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The second element uses a rating from a variation of the MIG scale called the Variable Municipal Investment Grade 

("VMIG") scale. 

VMIG 1 This designation denotes superior credit quality.  Excellent protection is afforded by the superior short- 

term credit strength of the liquidity provider and structural and legal protections that ensure the timely 

payment of purchase price upon demand. 

VMIG 2 This designation denotes strong credit quality.  Good protection is afforded by the strong short-term credit 

strength of the liquidity provider and structural and legal protections that ensure the timely payment of 

purchase price upon demand. 

VMIG 3 This designation denotes acceptable credit quality.  Adequate protection is afforded by the satisfactory 

short-term credit strength of the liquidity provider and structural and legal protections that ensure the 

timely payment of purchase price upon demand. 

SG This designation denotes speculative-grade credit quality.  Demand features rated in this category may be 

supported by a liquidity provider that does not have an investment grade short-term rating or may lack the 

structural and/or legal protections necessary to ensure the timely payment of purchase price upon demand. 

For VRDOs supported with conditional liquidity support, short-term ratings transition down at higher long-term 

ratings to reflect the risk of termination of liquidity support as a result of a downgrade below investment grade. 

VMIG ratings of VRDOs with unconditional liquidity support reflect the short-term debt rating (or counterparty 

assessment) of the liquidity support provider with VMIG 1 corresponding to P-1, VMIG 2 to P-2, VMIG 3 to P-3 

and SG to not prime. 

Fitch 

Corporate Finance Obligations — Long-Term Rating Scales.  Ratings of individual securities or financial 

obligations of a corporate issuer address relative vulnerability to default on an ordinal scale.  In addition, for 

financial obligations in corporate finance, a measure of recovery given default on that liability also is included in the 

rating assessment.  This notably applies to covered bond ratings, which incorporate both an indication of the 

probability of default and of the recovery given a default of this debt instrument. 

The relationship between issuer scale and obligation scale assumes a generic historical average recovery.  As a 

result, individual obligations of entities, such as corporations, are assigned ratings higher, lower or the same as that 

entity's issuer rating.  Highest credit quality: "AAA" ratings denote the lowest expectation of credit risk.  They are 

assigned only in cases of exceptionally strong capacity for payment of financial commitments.  This capacity is 

highly unlikely to be adversely affected by foreseeable events. 

Very high credit quality: "AA" ratings denote expectations of very low credit risk.  They indicate very strong 

capacity for payment of financial commitments.  This capacity is not significantly vulnerable to foreseeable events. 

High credit quality: "A" ratings denote expectations of low credit risk.  The capacity for payment of financial 

commitments is considered strong.  This capacity may, nevertheless, be more vulnerable to adverse business or 

economic conditions than is the case for higher ratings. 

Good credit quality: "BBB" ratings indicate that expectations of credit risk are currently low.  The capacity for 

payment of financial commitments is considered adequate, but adverse business or economic conditions are more 

likely to impair this capacity. 

Speculative: "BB" ratings indicate an elevated vulnerability to credit risk, particularly in the event of adverse 

changes in business or economic conditions over time; however, business or financial alternatives may be available 

to allow financial commitments to be met. 
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Highly speculative: "B" ratings indicate that material credit risk is present.  Substantial credit risk: "CCC" ratings 

indicate that substantial credit risk is present.  Very high levels of credit risk: "CC" ratings indicate very high levels 

of credit risk. 

Exceptionally high levels of credit risk: "C" indicates exceptionally high levels of credit risk. 

Defaulted obligations typically are not assigned "RD" or "D" ratings (see "Short-Term Ratings Assigned to 

Obligations in Corporate, Public and Structured Finance" below), but are instead rated in the "CCC" to "C" rating 

categories, depending on their recovery prospects and other relevant characteristics.  This approach better aligns 

obligations that have comparable overall expected loss but varying vulnerability to default and loss. 

Note: The modifiers "+" or "-" may be appended to a rating to denote relative status within major rating categories.  

Such suffixes are not added to the "AAA" obligation rating category, or to ratings in the categories below "CCC." 

Structured, Project & Public Finance Obligations — Long-Term Rating Scales.  Ratings of structured finance 

obligations on the long-term scale consider the obligations' relative vulnerability to default.  These ratings are 

typically assigned to an individual security or tranche in a transaction and not to an issuer. 

Highest credit quality: "AAA" ratings denote the lowest expectation of default risk.  They are assigned only in cases 

of exceptionally strong capacity for payment of financial commitments.  This capacity is highly unlikely to be 

adversely affected by foreseeable events. 

Very high credit quality: "AA" ratings denote expectations of very low default risk.  They indicate very strong 

capacity for payment of financial commitments.  This capacity is not significantly vulnerable to foreseeable events. 

High credit quality: "A" ratings denote expectations of low default risk.  The capacity for payment of financial 

commitments is considered strong.  This capacity may, nevertheless, be more vulnerable to adverse business or 

economic conditions than is the case for higher ratings. 

Good credit quality: "BBB" ratings indicate that expectations of default risk are currently low.  The capacity for 

payment of financial commitments is considered adequate, but adverse business or economic conditions are more 

likely to impair this capacity. 

Speculative: "BB" ratings indicate an elevated vulnerability to default risk, particularly in the event of adverse 

changes in business or economic conditions over time. 

Highly speculative: "B" ratings indicate that material default risk is present, but a limited margin of safety remains.  

Financial commitments are currently being met; however, capacity for continued payment is vulnerable to 

deterioration in the business and economic environment. 

Substantial credit risk: "CCC" indicates that default is a real possibility. 

Very high levels of credit risk: "CC" indicates that default of some kind appears probable.  Exceptionally high levels 

of credit risk: "C" indicates that default appears imminent or inevitable. 

Default: "D" indicates a default.  Default generally is defined as one of the following: failure to make payment of 

principal and/or interest under the contractual terms of the rated obligation; the bankruptcy filings, administration, 

receivership, liquidation or other winding-up or cessation of the business of an issuer/obligor; or the distressed 

exchange of an obligation, where creditors were offered securities with diminished structural or economic terms 

compared with the existing obligation to avoid a probable payment default. 

Short-Term Ratings Assigned to Issuers and Obligations.  A short-term issuer or obligation rating is based in all 

cases on the short-term vulnerability to default of the rated entity and relates to the capacity to meet financial 

obligations in accordance with the documentation governing the relevant obligation.  Short-term ratings are assigned 

to obligations whose initial maturity is viewed as "short-term" based on market convention.  Typically, this means 

up to 13 months for corporate, sovereign and structured obligations, and up to 36 months for obligations in U.S. 

public finance markets. 
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Highest short-term credit quality: "F1" indicates the strongest intrinsic capacity for timely payment of financial 

commitments; may have an added "+" to denote any exceptionally strong credit feature. 

Good short-term credit quality: "F2" indicates good intrinsic capacity for timely payment of financial commitments. 

Fair short-term credit quality: "F3" indicates that the intrinsic capacity for timely payment of financial commitments 

is adequate. 

Speculative short-term credit quality: "B" indicates minimal capacity for timely payment of financial commitments, 

plus heightened vulnerability to near term adverse changes in financial and economic conditions. 

High short-term default risk: "C" indicates that default is a real possibility. 

Restricted default: "RD" indicates an entity that has defaulted on one or more of its financial commitments, although 

it continues to meet other financial obligations.  Typically applicable to entity ratings only. 

Default: "D" indicates a broad-based default event for an entity, or the default of a specific short-term obligation. 

Morningstar DBRS 

Long Term Obligations.  The Morningstar DBRS long-term rating scale provides an opinion on the risk of default.  

That is, the risk that an issuer will fail to satisfy its financial obligations in accordance with the terms under which 

an obligation has been issued.  Ratings are based on quantitative and qualitative considerations relevant to the issuer, 

and the relative ranking of claims.  All ratings categories other than AAA and D also contain subcategories "(high)" 

and "(low)." The absence of either a "(high)" or "(low)" designation indicates the rating is in the middle of the 

category. 

Long-term debt rated "AAA" is considered to be of the highest credit quality.  The capacity for the payment of 

financial obligations is exceptionally high and unlikely to be adversely affected by future events. 

Long-term debt rated "AA" is considered to be of superior credit quality.  The capacity for the payment of financial 

obligations is considered high.  Credit quality differs from AAA only to a small degree.  Unlikely to be significantly 

vulnerable to future events. 

Long-term debt rated "A" is considered to be of good credit quality.  The capacity for the payment of financial 

obligations is substantial, but of lesser credit quality than AA.  May be vulnerable to future events, but qualifying 

negative factors are considered manageable. 

Long-term debt rated "BBB" is considered to be of adequate credit quality.  The capacity for the payment of 

financial obligations is considered acceptable.  May be vulnerable to future events. 

Long-term debt rated "BB" is considered to be of speculative, non-investment-grade credit quality.  The capacity for 

the payment of financial obligations is uncertain.  Vulnerable to future events. 

Long-term debt rated "B" is considered to be of highly speculative credit quality.  There is a high level of 

uncertainty as to the capacity to meet financial obligations. 

Long-term debt rated "CCC," "CC" or "C" is of very highly speculative credit quality.  In danger of defaulting on 

financial obligations.  There is little difference between these three categories, although CC and C ratings are 

normally applied to obligations that are seen as highly likely to default, or subordinated to obligations rated in the 

CCC to B range.  Obligations in respect of which default has not technically taken place but is considered inevitable 

may be rated in the C category. 

A "D" rating may occur when the issuer has filed under any applicable bankruptcy, insolvency or winding up statute 

or there is a failure to satisfy an obligation after the exhaustion of grace periods.  Morningstar DBRS may also use 

SD ("Selective Default") in cases where only some securities are impacted, such as the case of a "distressed 

exchange." 
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Commercial Paper and Short Term Debt.  The Morningstar DBRS short-term debt rating scale provides an opinion 

on the risk that an issuer will not meet its short-term financial obligations in a timely manner.  Ratings are based on 

quantitative and qualitative considerations relevant to the issuer and the relative ranking of claims.  The R-1 and R-2 

rating categories are further denoted by the subcategories "(high)," "(middle)" and "(low)." 

Short-term debt rated "R-1 (high)" is considered to be of the highest credit quality.  The capacity for the payment of 

short-term financial obligations as they fall due is exceptionally high.  Unlikely to be adversely affected by future 

events. 

Short-term debt rated "R-1 (middle)" is considered to be of superior credit quality.  The capacity for the payment of 

short-term financial obligations as they fall due is very high.  Differs from R-1 (high) by a relatively modest degree.  

Unlikely to be significantly vulnerable to future events. 

Short-term debt rated "R-1 (low)" is considered to be of good credit quality.  The capacity for the payment of short- 

term financial obligations as they fall due is substantial.  Overall strength is not as favorable as higher rating 

categories.  May be vulnerable to future events, but qualifying negative factors are considered manageable. 

Short-term debt rated "R-2 (high)" is considered to be at the upper end of adequate credit quality.  The capacity for 

the payment of short-term financial obligations as they fall due is acceptable.  May be vulnerable to future events. 

Short-term debt rated "R-2 (middle)" is considered to be of adequate credit quality.  The capacity for the payment of 

short-term financial obligations as they fall due is acceptable.  May be vulnerable to future events or may be 

exposed to other factors that could reduce credit quality. 

Short-term debt rated "R-2 (low)" is considered to be at the lower end of adequate credit quality.  The capacity for 

the payment of short-term financial obligations as they fall due is acceptable.  May be vulnerable to future events.  A 

number of challenges are present that could affect the issuer's ability to meet such obligations. 

Short-term debt rated "R-3" is considered to be at the lowest end of adequate credit quality.  There is a capacity for 

the payment of short-term financial obligations as they fall due.  May be vulnerable to future events and the 

certainty of meeting such obligations could be impacted by a variety of developments. 

Short-term debt rated "R-4" is considered to be of speculative credit quality.  The capacity for the payment of short- 

term financial obligations as they fall due is uncertain. 

Short-term debt rated "R-5" is considered to be of highly speculative credit quality.  There is a high level of 

uncertainty as to the capacity to meet short-term financial obligations as they fall due.  A security rated "D" rating 

may occur when the issuer has filed under any applicable bankruptcy, insolvency or winding up statute or there is a 

failure to satisfy an obligation after the exhaustion of grace periods.  Morningstar DBRS may also use SD 

("Selective Default") in cases where only some securities are impacted, such as the case of a "distressed exchange." 

ADDITIONAL INFORMATION ABOUT THE BOARD 

Board Oversight Role in Management 

The board's role in management of the fund is oversight.  As is the case with virtually all investment companies (as 

distinguished from operating companies), service providers to the fund, primarily the Adviser and its affiliates, have 

responsibility for the day-to-day management of the fund, which includes responsibility for risk management 

(including management of investment risk, valuation risk, issuer and counterparty credit risk, compliance risk and 

operational risk).  As part of their oversight, the board, acting at their scheduled meetings, or the Chairman acting 

between board meetings, regularly interacts with and receives reports from senior personnel of the Adviser and its 

affiliates, service providers, including the Adviser's Director of Investment Oversight (or a senior representative of 

his office), the fund's and the Adviser's CCO and portfolio management personnel.  The board's audit committee 

(which consists of all Independent Board Members) meets during its regularly scheduled and special meetings, and 

between meetings the audit committee chair is available to the fund's independent registered public accounting firm 

and the fund's Treasurer.  The board also receives periodic presentations from senior personnel of the Adviser and 

its affiliates regarding risk management generally, as well as periodic presentations regarding specific operational, 
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compliance or investment areas, such as cybersecurity, anti-money laundering, personal trading, valuation, 

investment research and securities lending (if any).  As warranted, the board also receives informational reports 

from the counsel to the fund regarding regulatory compliance and governance matters.  The board has adopted 

policies and procedures designed to address certain risks to the fund.  In addition, the Adviser and other service 

providers to the fund have adopted a variety of policies, procedures and controls designed to address particular risks 

to the fund.  Different processes, procedures and controls are employed with respect to different types of risks.  

However, it is not possible to eliminate all of the risks applicable to the fund, and the board's risk management 

oversight is subject to inherent limitations. 

Board Composition and Leadership Structure 

The 1940 Act requires that at least 40% of the board members be Independent Board Members and as such are not 

affiliated with the Adviser.  To rely on certain exemptive rules under the 1940 Act, a majority of the Trust's board 

members must be Independent Board Members, and for certain important matters, such as the approval of 

investment advisory agreements or transactions with affiliates, the 1940 Act or the rules thereunder require the 

approval of a majority of the Independent Board Members.  Currently, all of the Trust's board members are 

Independent Board Members.  The board has determined that its leadership structure, in which the Chairman of the 

Board is not affiliated with the Adviser, is appropriate in light of the specific characteristics and circumstances of the 

fund, including, but not limited to: (i) the services that the Adviser and its affiliates provide to the fund and potential 

conflicts of interest that could arise from these relationships; (ii) the extent to which the day-to-day operations of the 

fund are conducted by fund officers and employees of the Adviser and its affiliates; and (iii) the board's oversight 

role in management of the fund. 

Additional Information About the Board and its Committees 

Board members are subject to a maximum term of 15 years, provided that the board shall have the ability to extend 

the maximum term up to an additional three years pursuant to a policy adopted by the board or the By-laws.  The 

board has a standing audit committee and nominating committee.   

The function of the audit committee is (i) to oversee the fund's accounting and financial reporting processes and the 

audits of the fund's financial statements and (ii) to assist in the board's oversight of the integrity of the fund's 

financial statements, the fund's compliance with legal and regulatory requirements and the independent registered 

public accounting firm's qualifications, independence and performance.  The nominating committee is responsible 

for selecting and nominating persons as members of the board for election or appointment by the board and for 

election by shareholders.  In evaluating potential nominees, including any nominees recommended by shareholders, 

the committee takes into consideration various factors listed in the nominating committee charter.  The nominating 

committee will consider recommendations for nominees from shareholders submitted to the Secretary of the Trust, 

240 Greenwich Street, New York, New York 10286, which includes information regarding the recommended 

nominee as specified in the nominating committee charter. 

MANAGEMENT ARRANGEMENTS 

The Adviser 

The Adviser is an investment adviser registered with the SEC as such pursuant to the Investment Advisers Act of 

1940, as amended.  The Adviser is the primary ETF business, and a wholly-owned subsidiary, of BNY, a global 

financial services company focused on helping clients manage and service their financial assets, operating in 35 

countries and serving more than 100 markets.  BNY is a leading investment management and investment services 

company, uniquely focused to help clients manage and move their financial assets in the rapidly changing global 

marketplace.  BNY Investments is one of the world's leading investment management organizations, and one of the 

top U.S. wealth managers, encompassing BNY's affiliated investment management firms, wealth management 

services and global distribution companies.  Additional information is available at www.bny.com/investments. 

Pursuant to a management agreement between the Adviser and the Trust with respect to the fund, the Adviser 

generally maintains office facilities on behalf of the fund, and furnishes statistical and research data, clerical help, 

data processing, bookkeeping and internal auditing and certain other required services to the fund. 

http://www.bny.com/investments.
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For the services provided to the fund under the management agreement, the fund pays the Adviser monthly fees, if 

any, based on a percentage of the fund's average daily net assets as set forth in the fund's prospectus. 

The fund's management agreement provides that the Adviser will pay substantially all expenses of such fund, except 

for the management fees, payments under the fund’s Rule 12b-1 plan (if any), interest expenses, taxes, acquired fund 

fees and expenses, brokerage commissions, costs of holding shareholder meetings, fees and expenses associated 

with the fund's securities lending program, and litigation and potential litigation and other extraordinary expenses 

not incurred in the ordinary course of the fund's business.  

The Adviser may from time to time voluntarily waive and/or reimburse fees or expenses in order to limit total 

annual fund operating expenses.  Any such voluntary waiver or reimbursement may be eliminated by the Adviser at 

any time.  The Adviser may pay the Distributor or financial intermediaries for shareholder or other services from the 

Adviser's own assets, including past profits but not including the management fee paid by the fund.  The Distributor 

may use part or all of such payments to pay Service Agents.  The Adviser also may make such advertising and 

promotional expenditures, using its own resources, as it from time to time deems appropriate, and may make 

revenue transfers to affiliates.  Service Agents and their representatives generally will be able to accept payments or 

other compensation only to the extent consistent with applicable law and the Service Agent's own policies, 

procedures and practices.   

Sub-Adviser 

The Adviser has entered into a Sub-Advisory Agreement with the Sub-Adviser.  The Sub-Adviser provides day-to-

day investment management of the fund's portfolio (or a portion thereof allocated by the Adviser), and certain 

related services.   

NIMNA has entered into a sub-sub-investment advisory agreement with Newton Investment Management Limited 

(“NIM”) to enable NIM to provide certain advisory services to NIMNA for the benefit of the fund, including, but 

not limited to, portfolio management services.  NIM is subject to the supervision of NIMNA and the Adviser. 

For NIMNA and NIM, which are subsidiaries of BNY, see "The Adviser" above for ownership information. 

Portfolio Managers and Portfolio Manager Compensation 

The Sub-Adviser provides the fund with portfolio managers who are authorized by the board to execute purchases 

and sales of securities.  NIM, as Sub-Sub-Adviser, may also provide the fund with portfolio managers.  Portfolio 

managers are compensated by the company that employs them, and are not compensated by the fund.  The fund's 

portfolio managers are listed in Part I of this SAI. 

The fund’s portfolio managers are employed by NIMNA.  The following provides information as of the date of this 

SAI about the compensation policies for portfolio managers. 

NIMNA/NIM.  Each of NIMNA's and NIM's portfolio manager compensation structure is designed to reward those 

professionals who deliver strong long-term performance and do not create inappropriate risk exposure for the firm or 

its clients.  Portfolio managers may be rewarded using a mix of base salary, discretionary annual cash bonus, 

discretionary deferred cash incentives linked to performance of funds sub-advised by NIMNA or NIM and/or 

participation in a long-term incentive plan.  Awards are made annually to individuals following a robust assessment 

of their contribution during the year and over three- and five-year periods, taking into account both team and 

individual risk-adjusted performance.  NIMNA and NIM utilize an online appraisal system to evaluate the 

performance of all employees (including investment professionals) on an annual basis.  The system incorporates the 

use of multiple appraisers, which may include direct reports, peers or colleagues from within the investment team 

and other areas of the firm, resulting in an assessment that combines feedback from each individual.  Additionally, 

in seeking to protect against excessive risk-taking and emphasize appropriate conduct/behavior, input from 

NIMNA's or NIM's risk and compliance team on employee conduct is collected as part of the appraisal process and 

can have an impact on discretionary incentive awards.  Ultimately, NIMNA's or NIM's remuneration committee 

decides upon the terms and conditions of remuneration and incentives for NIMNA's or NIM's employees, 

respectively. 
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Certain Conflicts of Interest with Other Accounts 

Portfolio managers may manage multiple accounts for a diverse client base, including mutual funds, separate 

accounts (assets managed on behalf of private clients or institutions such as pension funds, insurance companies and 

foundations), private funds, bank collective trust funds or common trust accounts and wrap fee programs that invest 

in securities in which the fund may invest or that may pursue a strategy similar to the fund's component strategies 

("Other Accounts"). 

Potential conflicts of interest may arise because of the management of the fund and Other Accounts by the Adviser, 

Sub-Adviser, Sub-Sub-Adviser or portfolio managers.  For example, conflicts of interest may arise with both the 

aggregation and allocation of securities transactions and allocation of limited investment opportunities, as the 

Adviser, Sub-Adviser or Sub-Sub-Adviser may be perceived as causing accounts it manages to participate in an 

offering to increase the Adviser's, Sub-Adviser’s or Sub-Sub-Adviser's overall allocation of securities in that 

offering, or to increase the Adviser's, Sub-Adviser's or Sub-Sub-Adviser’s ability to participate in future offerings by 

the same underwriter or issuer.  Allocations of bunched trades, particularly trade orders that were only partially 

filled due to limited availability, and allocation of investment opportunities generally, could raise a potential conflict 

of interest, as the Adviser, Sub-Adviser or Sub-Sub-Adviser may have an incentive to allocate securities that are 

expected to increase in value to preferred accounts.  IPOs, in particular, are frequently of very limited availability.  

A potential conflict of interest may be perceived to arise if transactions in one account closely follow related 

transactions in a different account, such as when the fund purchase increases the value of securities previously 

purchased by the Other Account or when a sale in one account lowers the sale price received in a sale by a second 

account.  Conflicts of interest may also exist with respect to portfolio managers who also manage performance-

based fee accounts, which could give the portfolio managers an incentive to favor such Other Accounts over the 

corresponding funds such as deciding which securities to allocate to the fund versus the performance-based fee 

account.  Additionally, portfolio managers may be perceived to have a conflict of interest if there are a large number 

of Other Accounts, in addition to the fund, that they are managing on behalf of the Adviser, Sub-Adviser or Sub-

Sub-Adviser.  The Adviser, Sub-Adviser or Sub-Sub-Adviser periodically reviews each portfolio manager's overall 

responsibilities to ensure that he or she is able to allocate the necessary time and resources to effectively manage the 

fund.  In addition, the Adviser, Sub-Adviser or Sub-Sub-Adviser could be viewed as having a conflict of interest to 

the extent that the Adviser, Sub-Adviser or Sub-Sub-Adviser or their affiliates and/or portfolio managers have a 

materially larger investment in Other Accounts than their investment in the fund. 

Other Accounts may have investment objectives, strategies and risks that differ from those of the fund.  In addition, 

the fund, as a registered investment company, is subject to different regulations than certain of the Other Accounts 

and, consequently, may not be permitted to engage in all the investment techniques or transactions, or to engage in 

such techniques or transactions to the same degree, as the Other Accounts.  For these or other reasons, the portfolio 

managers may purchase different securities for the fund and the Other Accounts, and the performance of securities 

purchased for the fund may vary from the performance of securities purchased for Other Accounts.  The portfolio 

managers may place transactions on behalf of Other Accounts that are directly or indirectly contrary to investment 

decisions made for the fund, which could have the potential to adversely impact the fund, depending on market 

conditions.  In addition, if the fund's investment in an issuer is at a different level of the issuer's capital structure than 

an investment in the issuer by Other Accounts, in the event of credit deterioration of the issuer, there may be a 

conflict of interest between the fund's and such Other Accounts' investments in the issuer.  If the Adviser, Sub-

Adviser or Sub-Sub-Adviser sells securities short, it may be seen as harmful to the performance of any funds 

investing "long" in the same or similar securities whose market values fall as a result of short-selling activities. 

BNY and its affiliates, including the Adviser, Sub-Adviser, Sub-Sub-Adviser and others involved in the 

management, sales, investment activities, business operations or distribution of the fund, are engaged in businesses 

and have interests other than that of managing the fund.  These activities and interests include potential multiple 

advisory, transactional, financial and other interests in securities, instruments and companies that may be directly or 

indirectly purchased or sold by the fund or the fund's service providers, which may cause conflicts that could 

disadvantage the fund. 

BNY and its affiliates may have deposit, loan and commercial banking or other relationships with the issuers of 

securities purchased by the fund.  BNY has no obligation to provide to the Adviser, Sub-Adviser, Sub-Sub-Adviser 

or the fund, or effect transactions on behalf of the fund in accordance with, any market or other information, 

analysis, or research in its possession.  Consequently, BNY (including, but not limited to, BNY's central Risk 
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Management Department) may have information that could be material to the management of the fund and may not 

share that information with relevant personnel of the Adviser, Sub-Adviser or Sub-Sub-Adviser.  Accordingly, in 

making investment decisions for the fund, the Adviser, Sub-Adviser or Sub-Sub-Adviser does not seek to obtain or 

use material inside information that BNY may possess with respect to such issuers.  However, because the Adviser, 

Sub-Adviser, and Sub-Sub-Adviser in the course of investing fund assets in loans (as described above), may have 

access to material non-public information regarding a Borrower, the ability of the fund or funds advised by such 

Adviser, Sub-Adviser or Sub-Sub-Adviser to purchase or sell publicly-traded securities of such Borrowers may be 

restricted. 

Code of Ethics.  The fund, the Adviser, Sub-Adviser, Sub-Sub-Adviser and the Distributor each have adopted a 

Code of Ethics that permits its personnel, subject to such respective Code of Ethics, to invest in securities, including 

securities that may be purchased or held by the fund.  The Code of Ethics subjects the personal securities 

transactions of employees to various restrictions to ensure that such trading does not disadvantage any fund.  In that 

regard, portfolio managers and other investment personnel employed by the Adviser, Sub-Adviser, Sub-Sub-Adviser 

or an Affiliated Entity must preclear and report their personal securities transactions and holdings, which are 

reviewed for compliance with the Code of Ethics and also are subject to the oversight of BNY's Investment Ethics 

Committee.  Portfolio managers and other investment personnel may be permitted to purchase, sell or hold securities 

which also may be or are held in fund(s) they manage or for which they otherwise provide investment advice. 

Distributor 

The Distributor, a wholly-owned subsidiary of BNY, located at 240 Greenwich Street, New York, New York 10286, 

serves as the fund's distributor on a best efforts basis pursuant to an agreement, which continues for two years after 

its effective date and thereafter is renewable annually, with the fund.  Shares will be continuously offered for sale by 

series of the Trust through the Distributor only in Creation Units, as described in the prospectus and in Part II of this 

SAI under "Purchase and Redemption of Creation Units." Shares in less than Creation Units are not distributed by 

the Distributor.  The Distributor will deliver the prospectus to persons purchasing Creation Units and will maintain 

records of both orders placed with it and confirmations of acceptance furnished by it.  The Distributor is a broker-

dealer registered under the Exchange Act and a member of FINRA.  The Distributor has no role in determining the 

investment policies of the Trust series or which securities are to be purchased or sold.  An affiliate of the Distributor 

may assist Authorized Participants in assembling shares to purchase Creation Units or upon redemption, for which it 

may receive commissions or other fees from such Authorized Participants.  The Distributor also serves as distributor 

for other affiliated mutual funds. 

Service Agents.  The Adviser or the Distributor may provide additional cash payments out of its own resources to 

Service Agents that provide services.  Such payments are separate from any 12b-1 fees and/or shareholder services 

fees or other expenses paid by the fund, as applicable.  Because those payments are not made by you or the fund, the 

fund's total expense ratio will not be affected by any such payments.  These additional payments may be made to 

Service Agents, including affiliates, that provide shareholder servicing, sub-administration, recordkeeping and/or 

sub-transfer agency services, marketing support and/or access to sales meetings, sales representatives and 

management representatives of the Service Agent.  Cash compensation also may be paid from the Adviser's or the 

Distributor's own resources to Service Agents for inclusion of the fund on a sales list, including a preferred or select 

sales list or in other sales programs.  From time to time, the Adviser or the Distributor also may provide cash or non-

cash compensation to Service Agents in the form of: occasional gifts; occasional meals, tickets or other 

entertainment; support for due diligence trips; educational conference sponsorships; support for recognition 

programs; technology or infrastructure support; and other forms of cash or non-cash compensation permissible 

under broker-dealer regulations.  In some cases, these payments or compensation may create an incentive for a 

Service Agent to recommend or sell shares of the fund to you.  In addition, except when not consistent with legal 

requirements, the Distributor may provide additional and differing compensation from its own assets to certain of its 

employees who promote the sale of select funds to certain Service Agents, who in turn may recommend such funds 

to their clients; in some cases, these payments may create an incentive for the employees of the Distributor to 

promote the fund for which the Distributor provides a higher level of compensation.  This potential conflict of 

interest may be addressed by policies, procedures or practices that are adopted by the Service Agent.  As there may 

be many different policies, procedures or practices adopted by different Service Agents to address the manner in 

which compensation is earned through the sale of investments or the provision of related services, the compensation 
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rates and other payment arrangements that may apply to a Service Agent and its representatives may vary by Service 

Agent. 

Please contact your financial intermediary, as a potential Service Agent, for details about any payments it may 

receive in connection with the sale of fund shares or the provision of services to the fund.  The Distributor also may 

act as a Service Agent.  Any payment as well as other payments from the fund to the Distributor's affiliates, such as 

the management fee payable to the Adviser, may create an incentive for the Distributor to recommend or sell shares 

of the fund.  The Distributor and its representatives generally will be able to accept the applicable payments in 

exchange for serving as a Service Agent only to the extent consistent with applicable law and any related policies, 

procedures or practices adopted by the Distributor. 

Transfer Agent, Custodian and Administrator  

The Transfer Agent, an affiliate of the Adviser, located at 240 Greenwich Street, New York, New York 10286, is the 

fund's transfer and dividend disbursing agent.  Pursuant to a transfer agency agreement with the fund, the Transfer 

Agent will arrange for the maintenance of a record of fund shares held by The Depository Trust Company ("DTC") 

and prepare and transmit by means of DTC's book entry system, payments for dividends and distributions on or with 

respect to the shares declared by the Trust on behalf of the fund.  For these services, the Transfer Agent receives a 

monthly fee from the Adviser, and is reimbursed for certain out-of-pocket expenses. 

The Custodian, an affiliate of the Adviser, located at 240 Greenwich Street, New York, New York 10286, serves as 

custodian for the investments of the fund.  The Custodian has no part in determining the investment policies of the 

fund or which securities are to be purchased or sold by the fund.  Pursuant to a custody agreement applicable to the 

fund, the Custodian holds the fund's securities and keeps all necessary accounts and records.  For its custody 

services, the Custodian receives a monthly fee from the Adviser based on the market value of the fund's assets held 

in custody and receives certain securities transaction charges. 

The Administrator, an affiliate of the Adviser, located at 240 Greenwich Street, New York, New York 10286, is the 

fund's administrator and fund accountant.  Pursuant to the fund administration and accounting agreement with the 

Trust, the Administrator will provide, among other things, data processing services, clerical, accounting and 

bookkeeping services, internal auditing and legal services, internal executive and administrative services; prepare 

reports to shareholders, tax returns and reports to and filings with the SEC; calculate the net asset value of fund 

shares; and generally assist in supervising all aspects of fund operations (except investment management).  The 

Administrator has no part in determining the investment policies of the fund or which securities are to be purchased 

or sold by the fund. For these services, the Administrator receives a monthly fee from the Adviser, which is based on 

the level of assets of the funds in the Trust, and is reimbursed for certain out-of-pocket expenses. 

Annual Anti-Money Laundering Program Review 

The fund may engage an accounting firm (which may be the independent registered public accounting firm that 

audits certain of the fund's financial statements) to perform an annual independent review of the fund's anti-money 

laundering program. 

Fund's Compliance Policies and Procedures 

The fund has adopted compliance policies and procedures pursuant to Rule 38a-1 under the 1940 Act that cover, 

among other matters, certain compliance matters relevant to the management and operations of the fund. 

Combined Prospectuses 

The fund's prospectus may be combined with the prospectus of one or more funds that are not governed by the same 

board as the fund.  This practice of combining prospectuses is for the convenience of fund shareholders and 

prospective fund shareholders, so that they can review features of multiple funds simultaneously.  However, the 

fund's board is only responsible for the disclosure in the fund's prospectus applicable to such fund, regardless of 

other disclosure that may be contained in a combined prospectus for such fund and one or more other funds. 

Escheatment 
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Under certain circumstances, your financial intermediary account may be deemed "abandoned" or "unclaimed" 

under a state's abandoned or unclaimed property laws.  The financial intermediary then may be required to "escheat" 

or transfer the assets in your account, including the fund's shares, to the applicable state's unclaimed property 

administration.  Escheatment rules vary from state to state, but generally, your account could be escheated if: 

• there has been no account activity or contact initiated by you for the period of time specified by your 

state (usually three or five years) and/or 

• mail to the account address is returned as undeliverable by the United States Postal Service 

In addition, no interest will accrue on uncashed dividends, capital gains or redemption checks, and such checks may 

be escheated.  Please contact your financial intermediary for more information.   

DETERMINATION OF NAV 

Valuation of Portfolio Securities 

The board has designated the Adviser as the fund's valuation designee to make all fair value determinations with 

respect to the fund's portfolio investments, subject to the board's oversight. 

The fund's equity investments, including option contracts, shares of REITs and ETFs (but not including investments 

in other open-end registered investment companies), generally are valued at the last sale price on the day of 

valuation on the securities exchange or national securities market on which such securities primarily are traded.  

Securities listed on NASDAQ markets generally will be valued at the official closing price.  If there are no 

transactions in a security, or no official closing prices for a NASDAQ market-listed security on that day, the security 

will be valued at the average of the most recent bid and asked prices.  Bid price is used when no asked price is 

available.  Open short positions for which there is no sale price on a given day are valued at the lowest asked price.  

Investments in other open-end investment companies are valued at their reported NAVs each day. 

Substantially all of the fund's debt securities and instruments generally will be valued, to the extent possible, by one 

or more independent pricing services (the "Service").  When, in the judgment of the Service, quoted bid prices for 

debt securities and instruments are representative of the bid side of the market, these investments are valued at the 

mean between the quoted bid prices (as obtained by the Service from dealers in such securities) and asked prices (as 

calculated by the Service based upon its evaluation of the market for such securities).  The value of other debt 

securities and instruments is determined by the Service based on methods which include consideration of:  yields or 

prices of securities of comparable quality, coupon, maturity and type; indications as to values from dealers; and 

general market conditions.  The Services are engaged under the general supervision of the board.  Overnight and 

certain other short-term debt securities and instruments (excluding Treasury bills) will be valued by the amortized 

cost method, which approximates value, unless a Service provides a valuation for such security or, in the opinion of 

the valuation designee, the amortized cost method would not represent fair value. 

Market quotations of foreign securities in foreign currencies and any fund assets or liabilities initially expressed in 

terms of foreign currency are translated into U.S. dollars at the spot rate, and foreign currency forward contracts 

generally are valued using the forward rate obtained from a Service.  If the fund has to obtain prices as of the close 

of trading on various exchanges throughout the world, the calculation of the fund's NAV may not take place 

contemporaneously with the determination of prices of certain of the fund's portfolio securities.  Foreign securities 

held by the fund may trade on days when the fund does not calculate its NAV and thus may affect the fund's NAV 

on days when investors will not be able to purchase or sell (redeem) fund shares. 

Generally, over-the-counter option contracts and interest rate and equity swap agreements, and options thereon, will 

be valued by the Service.  Equity-linked instruments, such as contracts for difference, generally will be valued by 

the Service or at an evaluated price provided by a counterparty based on the value of the underlying reference 

asset(s).  Futures contracts will be valued at the most recent settlement price.  Restricted securities, as well as 

securities or other assets for which recent market quotations are not readily available or are determined not to reflect 

fair value accurately, are valued at fair value as determined in good faith based on procedures approved by the 

board.  Fair value of investments may be determined by the valuation designee using such information as it deems 

appropriate under the circumstances.  The factors that may be considered when fair valuing a security include 
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fundamental analytical data, the nature and duration of restrictions on disposition, an evaluation of the forces that 

influence the market in which the securities are purchased and sold, and public trading in similar securities of the 

issuer or comparable issuers.  Using fair value to price investments may result in a value that is different from a 

security's most recent closing price and from the prices used by other funds to calculate their NAVs. 

Calculation of NAV 

Except as otherwise described in the prospectus, NAV per share of the fund is determined on each day the Exchange 

is scheduled to be open for regular business, as of the scheduled close of regular session trading on the Exchange 

(normally 4:00 p.m.  Eastern time).  For purposes of determining NAV, certain options and futures contracts may be 

valued 15 minutes after the scheduled close of trading on the floor of the Exchange.  The NAV per share of the fund 

is computed by dividing the value of the fund's net assets (i.e., the value of its assets less liabilities) by the total 

number of shares of such fund outstanding. 

Fund expenses and fees, including management fees and fees pursuant to Plans (if applicable, and reduced by the 

fund's expense limitation, if any), are accrued daily and taken into account for the purpose of determining the NAV 

of the fund's shares. 

Expense Allocations 

Except as may be otherwise described in "Certain Expense Arrangements" in Part II of this SAI, all expenses 

incurred in the operation of the series of the Trust are borne by the Trust.  Expenses attributable to a particular series 

of the Trust are charged against the assets of that series; other expenses of the Trust are allocated among the series 

on the basis determined by the board, including, but not limited to, proportionately in relation to the net assets of 

each series. 

Exchange and Transfer Agent Closings 

The holidays (as observed) on which both the Exchange and the Transfer Agent are closed currently are: New Year's 

Day, Martin Luther King, Jr.  Day, Presidents' Day, Memorial Day, Juneteenth National Independence Day, 

Independence Day, Labor Day, Thanksgiving and Christmas.  In addition, the Exchange is closed on Good Friday. 

ADDITIONAL INFORMATION ABOUT DIVIDENDS AND DISTRIBUTIONS 

Dividends from net investment income, if any, are generally declared and paid annually, but may vary from period 

to period.  Distributions of net realized capital gains (i.e. the excess of the fund’s net long-term capital gains over its 

net short-term capital losses), if any, generally are declared and paid once a year. The fund may make distributions 

on a more frequent basis for the fund to comply with the distribution requirements of the Code, but in all events in a 

manner consistent with the provisions of the 1940 Act.  The fund may not make distributions from net realized 

securities gains unless capital loss carryovers, if any, have been utilized or have expired. 

Dividends and other distributions on shares are distributed on a pro rata basis to Beneficial Owners of such shares.  

Dividend payments are made through DTC Participants and Indirect Participants to Beneficial Owners then of 

record with proceeds received from the fund. 

Broker-dealers or other financial intermediaries, at their own discretion, may offer a dividend reinvestment service 

under which shares are purchased in the secondary market at current market prices.  Investors should consult their 

broker-dealer or other financial intermediary for further information regarding any dividend reinvestment service 

offered. 

Any dividend or distribution paid shortly after an investor's purchase of fund shares may have the effect of reducing 

the aggregate NAV of the shares below the cost of the investment.  Such a dividend or distribution would be a return 

of capital in an economic sense, although taxable as stated in the prospectus and this SAI.  In addition, the Code 

provides that if a shareholder holds shares of the fund for six months or less and has (or is deemed to have) received 

a capital gain distribution with respect to such shares, any loss incurred on the sale of such shares will be treated as 

long-term capital loss to the extent of the capital gain distribution received or deemed to have been received.   
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CERTAIN MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS 

The following is a summary of certain federal income tax considerations generally affecting the fund and its 

shareholders that supplements the discussions in the prospectus.  No attempt is made to present a comprehensive 

explanation of the federal, state, local or foreign tax treatment of the fund or its shareholders, and the discussion here 

and in the prospectus is not intended to be a substitute for careful tax planning.  The summary is very general, and 

does not address investors subject to special rules, such as investors who hold shares through an IRA, 401(k) or 

other tax-advantaged account. 

The following general discussion of certain federal income tax consequences is based on the Code and the 

regulations issued thereunder as in effect on the date of this SAI.  New legislation, as well as administrative changes 

or court decisions, may significantly change the conclusions expressed herein, and may have a retroactive effect 

with respect to the transactions contemplated herein. 

The following information should be read in conjunction with the section in the prospectus entitled "Additional Tax 

Information." 

Shareholders are urged to consult their own tax advisers regarding the application of the provisions of tax law 

described in this SAI in light of the particular tax situations of the shareholders and regarding specific questions as 

to federal, state, or local taxes. 

Taxation of the Fund.  The fund intends to elect and intends to qualify each year to be treated as a separate RIC 

under Subchapter M of the Code.  As such, the fund should not be subject to federal income tax on its net 

investment income and capital gains, if any, to the extent that it timely distributes such income and capital gains to 

its shareholders.  In order to qualify for treatment as a RIC, the fund must distribute annually to its shareholders at 

least the sum of 90% of its taxable net investment income (including for this purpose, dividends, taxable interest, the 

excess of net short-term capital gains over net long-term capital losses, less operating expenses), computed without 

regard to the dividends paid deduction, and 90% of its net tax-exempt interest income, if any (the "Distribution 

Requirement") and also must meet several additional requirements.  Among these requirements are the following: (i) 

at least 90% of the fund's gross income each taxable year must be derived from 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 or forward contracts) derived with respect 

to its business of investing in such stock, securities or currencies, and net income derived from interests in qualified 

publicly traded partnerships (the "Qualifying Income Requirement"); and (ii) at the end of each quarter of the fund's 

taxable year, its assets must be diversified so that (a) at least 50% of the market value of its total assets must be 

represented by cash and cash items, U.S. government securities, securities of other RICs and other securities, with 

such other securities limited, in respect to any one issuer, to an amount not greater in value than 5% of the value of 

the fund's total assets and to not more than 10% of the outstanding voting securities of such issuer, and (b) not more 

than 25% of the value of its total assets is invested, including through corporations in which the fund owns a 20% or 

more voting stock interest, in the securities (other than U.S. government securities or securities of other RICs) of any 

one issuer, the securities (other than securities of other RICs) of two or more issuers that it controls and that are 

engaged in the same, similar, or related trades or businesses, or the securities of one or more qualified publicly 

traded partnerships (the "Diversification Requirement"). 

If the fund fails to satisfy the Qualifying Income Requirement or the Diversification Requirement in any taxable 

year, the fund may be eligible for relief provisions if the failures are due to reasonable cause and not willful neglect 

and if a penalty tax is paid with respect to each failure to satisfy the applicable requirements.  Additionally, relief is 

provided for certain de minimis failures of the Diversification Requirement where the fund corrects the failure 

within a specified period of time.  In order to be eligible for the relief provisions with respect to a failure to meet the 

Diversification Requirement, the fund may be required to dispose of certain assets.  If these relief provisions were 

not available to the fund and it were to fail to qualify for treatment as a RIC for a taxable year, all of its taxable 

income would be subject to tax at the regular corporate rate (21%) without any deduction for distributions to 

shareholders, and its distributions (including capital gains distributions) generally would be taxable as ordinary 

income dividends to its shareholders to the extent of the fund's current and accumulated earnings and profits, subject 

to the dividends received deduction for corporate shareholders and the lower tax rates on qualified dividend income 

received by non-corporate shareholders.  In addition, the fund could be required to recognize unrealized gains, pay 

substantial taxes and interest, and make substantial distributions before requalifying as a RIC.  If the fund 



III-40 

determines that it will not qualify for treatment as a RIC, the fund will establish procedures to reflect the anticipated 

tax liability in the fund's NAV.  To requalify for treatment as a RIC in a subsequent taxable year, the fund would be 

required to satisfy the RIC qualification requirements for that year and to distribute any earnings and profits from 

any year in which the fund failed to qualify for tax treatment as a RIC.  If the fund failed to qualify as a RIC for a 

period greater than two taxable years, it would generally be required to pay the fund-level tax on certain net built-in 

gains recognized with respect to certain of its assets upon a disposition of such assets within five years of qualifying 

as a RIC in a subsequent year.  The Board reserves the right not to maintain the qualification of the fund for 

treatment as a RIC if it determines such course of action to be beneficial to shareholders. 

As discussed more fully below, the fund intends to distribute substantially all of its net investment income and its 

capital gains for each taxable year. 

Although the fund intends to distribute substantially all of its net investment income and may distribute its capital 

gains for any taxable year, if the fund meets the Distribution Requirement but retains some or all of its income or 

gains, it will be subject to federal income tax to the extent any such income or gains are not distributed.  The fund 

may designate certain amounts retained as undistributed net capital gain in a notice to its shareholders, who (i) will 

be required to include in income for U.S. federal income tax purposes, as long-term capital gain, their proportionate 

shares of the undistributed amount so designated, (ii) will be entitled to credit their proportionate shares of the 

income tax paid by the fund on that undistributed amount against their federal income tax liabilities and to claim 

refunds to the extent such credits exceed their liabilities and (iii) will be entitled to increase their tax basis, for 

federal income tax purposes, in their shares by an amount equal to the excess of the amount of undistributed net 

capital gain included in their respective income over their respective income tax credits.  If the fund failed to satisfy 

the Distribution Requirement for any taxable year, it would be taxed as a regular corporation, with consequences 

generally similar to those described in the second paragraph of this section "Taxation of the Fund." 

The fund will be subject to a 4% excise tax on certain undistributed income if it does not distribute to its 

shareholders in each calendar year an amount at least equal to 98% of its ordinary income for the calendar year plus 

98.2% of its capital gain net income for the twelve months ended October 31 of such year, subject to an increase for 

any shortfall in the prior year's distribution.  For this purpose, any ordinary income or capital gain net income 

retained by the fund and subject to corporate income tax will be considered to have been distributed.  The fund 

intends to declare and distribute dividends and distributions in the amounts and at the times necessary to avoid the 

application of this 4% excise tax but can make no assurances that such tax liability will be entirely eliminated.  For 

example, the fund may receive delayed or corrected tax reporting statements from its investments that cause such 

fund to accrue additional income and gains after such fund has already made its excise tax distributions for the year.  

In such a situation, the fund may incur an excise tax liability resulting from such delayed receipt of such tax 

information statements.  In addition, the fund may in certain circumstances be required to liquidate fund investments 

in order to make sufficient distributions to avoid federal excise tax liability at a time when the investment adviser 

might not otherwise have chosen to do so, and liquidation of investments in such circumstances may affect the 

ability of the fund to satisfy the requirement for qualification as a RIC. 

The fund may elect to treat part or all of any "qualified late year loss" as if it had been incurred in the succeeding 

taxable year in determining the fund's taxable income, net capital gain, net short-term capital gain, and earnings and 

profits.  The effect of this election is to treat any such "qualified late year loss" as if it had been incurred in the 

succeeding taxable year in characterizing fund distributions for any calendar year.  A "qualified late year loss" 

generally includes net capital loss, net long-term capital loss, or net short-term capital loss incurred after October 31 

of the current taxable year (commonly referred to as "post-October losses") and certain other late-year losses. 

Capital losses in excess of capital gains ("net capital losses") are not permitted to be deducted against a RIC's net 

investment income.  Instead, for U.S. federal income tax purposes, potentially subject to certain limitations, the fund 

may carry a net capital loss from any taxable year forward to offset its capital gains in future years.  The fund is 

permitted to carry forward a net capital loss to offset its capital gains, if any, in years following the year of the loss.  

The fund is permitted to carry forward indefinitely a net capital loss.  To the extent subsequent capital gains are 

offset by such losses, they will not result in U.S. federal income tax liability to the fund and may not be distributed 

as capital gains to its shareholders.  Generally, the fund may not carry forward any losses other than net capital 

losses.  Moreover, the carryover of capital losses may be limited under the general loss limitation rules if the fund 

experiences an ownership change as defined in the Code. 
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Taxation of Shareholders - Distributions.  The fund receives income generally in the form of dividends and interest 

on investments.  This income, plus net short-term capital gains, if any, less expenses incurred in the operation of the 

fund, constitutes the fund's net investment income.  The fund intends to distribute annually to its shareholders 

substantially all of its investment company taxable income (computed without regard to the deduction for dividends 

paid), its net tax-exempt income, if any, and any net capital gain (net recognized long-term capital gains in excess of 

net recognized short-term capital losses, taking into account any capital loss carryforwards).  The fund will report to 

shareholders annually the amounts of dividends paid from ordinary income, the amount of distributions of net 

capital gain, the portion of dividends which may qualify for the dividends received deduction, the portion of 

dividends which may qualify for treatment as qualified dividend income and the amount of exempt-interest 

dividends, if any. 

Subject to certain limitations, dividends reported by the fund as qualified dividend income will be taxable to non-

corporate shareholders at rates of up to 20%.  Dividends may be reported by the fund as qualified dividend income if 

they are attributable to qualified dividend income received by the fund.  Qualified dividend income includes, in 

general, subject to certain holding period requirements and other requirements, dividend income from certain U.S. 

and foreign corporations.  Subject to certain limitations, eligible foreign corporations include those incorporated in 

possessions of the United States, those incorporated in certain countries with comprehensive tax treaties with the 

United States and other foreign corporations if the stock with respect to which the dividends are paid is readily 

tradable on an established securities market in the United States.  A dividend generally will not be treated as 

qualified dividend income to the extent that (i) the shareholder has not held the stock on which the dividend was 

paid for more than 60 days during the 121-day period that begins on the date that is 60 days before the date on which 

the stock becomes ex-dividend (which is the day on which declared distributions (dividends or capital gains) are 

deducted from the fund's assets before it calculates the NAV) with respect to such dividend or, in the case of certain 

preferred stock, for more than 90 days during the 181-day period beginning 90 days before such date, (ii) the 

shareholder is under an obligation (whether pursuant to a short sale or otherwise) to make related payments with 

respect to substantially similar or related property, (iii) the fund has not satisfied similar holding period requirements 

with respect to the securities it holds that paid the dividends distributed to the shareholder, or (iv) the shareholder 

elects to treat such dividend as investment income under section 163(d)(4)(B) of the Code.  The holding period 

requirements described in this paragraph apply to shareholders' investments in the fund and to the fund's investments 

in underlying dividend-paying stocks.  Dividends treated as received by the fund from a REIT or another RIC may 

be treated as qualified dividend income generally only to the extent the dividend distributions are attributable to 

qualified dividend income received by such REIT or RIC.  It is expected that dividends received by the fund from a 

REIT and distributed from that fund to a shareholder generally will be taxable to the shareholder as ordinary income.  

The fund's participation in the lending of securities may affect the amount, timing, and character of distributions to 

its shareholders.  If the fund participates in a securities lending transaction and receives a payment in lieu of 

dividends (a "substitute payment") with respect to securities on loan in a securities lending transaction, such income 

generally will not constitute qualified dividend income and thus dividends attributable to such income will not be 

eligible for taxation at the rates applicable to qualified dividend income for individual shareholders and will not be 

eligible for the dividends received deduction for corporate shareholders.  If 95% or more of the fund's gross income 

(calculated without taking into account net capital gain derived from sales or other dispositions of stock or 

securities) consists of qualified dividend income, that fund may report all distributions of such income as qualified 

dividend income. 

Certain dividends received by the fund from U.S. corporations (generally, dividends received by the fund in respect 

of any share of stock (1) with a tax holding period of at least 46 days during the 91-day period beginning on the date 

that is 45 days before the date on which the stock becomes ex-dividend as to that dividend and (2) that is held in an 

unleveraged position) when distributed and appropriately so reported by the fund may be eligible for the 50% 

dividends received deduction generally available to corporations under the Code.  Dividends received by the fund 

from REITs will not be eligible for that deduction.  In order to qualify for the deduction, corporate shareholders 

must meet the minimum holding period requirement stated above with respect to their shares, taking into account 

any holding period reductions from certain hedging or other transactions or positions that diminish their risk of loss 

with respect to their shares, and, if they borrow to acquire or otherwise incur debt attributable to shares, they may be 

denied a portion of the dividends received deduction with respect to those shares.  Any corporate shareholder should 

consult its tax advisor regarding the possibility that its tax basis in its shares may be reduced, for U.S. federal 

income tax purposes, by reason of "extraordinary dividends" received with respect to the shares and, to the extent 

such basis would be reduced below zero, current recognition of income may be required.  Certain of the fund's 
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investment strategies may significantly limit its ability to distribute dividends eligible for the dividends received 

deduction for corporate shareholders.  The fund's investment strategies may limit its ability to distribute dividends 

eligible for the dividends-received deduction for corporations. 

Distributions from the fund's net short-term capital gains will generally be taxable to shareholders as ordinary 

income.  Distributions from the fund's net capital gain will be taxable to shareholders at long-term capital gains 

rates, regardless of how long shareholders have held their shares.  Long-term capital gains are generally taxed to 

non-corporate shareholders at rates of up to 20%. 

Although dividends generally will be treated as distributed when paid, any dividend declared by the fund in October, 

November or December and payable to shareholders of record in such a month that is paid during the following 

January will be treated for U.S. federal income tax purposes as received by shareholders on December 31 of the 

calendar year in which it was declared.  A taxable shareholder may wish to avoid investing in the fund shortly before 

a dividend or other distribution, because the distribution will generally be taxable even though it may economically 

represent a return of a portion of the shareholder's investment. 

If the fund's distributions exceed its current and accumulated earnings and profits, all or a portion of the distributions 

made in the taxable year may be treated as a return of capital to shareholders.  A return of capital distribution 

generally will not be taxable but will reduce the shareholder's cost basis and result in a higher capital gain or lower 

capital loss when the shares on which the distribution was received are sold.  After a shareholder's basis in the shares 

has been reduced to zero, distributions in excess of earnings and profits will be treated as gain from the sale of the 

shareholder's shares. 

Distributions that are reinvested in additional shares of the fund through the means of a dividend reinvestment 

service, if offered by your broker-dealer, will nevertheless be taxable dividends to the same extent as if such 

dividends had been received in cash. 

A 3.8% tax generally applies to all or a portion of the net investment income of a shareholder who is an individual 

and not a nonresident alien for federal income tax purposes and who has adjusted gross income (subject to certain 

adjustments) that exceeds a threshold amount ($250,000 if married filing jointly or if considered a "surviving 

spouse" for federal income tax purposes, $125,000 if married filing separately, and $200,000 in other cases).  This 

3.8% tax also applies to all or a portion of the undistributed net investment income of certain shareholders that are 

estates and trusts.  For these purposes, interest, dividends and certain capital gains (generally including capital gain 

distributions and capital gains realized on the sale of shares) are generally taken into account in computing a 

shareholder's net investment income, but exempt-interest dividends generally are not taken into account. 

The fund's shareholders will be notified annually by the fund (or by a shareholder's broker) as to the federal tax 

status of all distributions made by the fund.  Shareholders who have not held the fund's shares for a full year should 

be aware that the fund may report and distribute to a shareholder, as ordinary dividends or capital gain dividends, a 

percentage of income that is not equal to the percentage of the fund's ordinary income or net capital gain, 

respectively, actually earned during the shareholder's period of investment in the fund.  Distributions of ordinary 

income and capital gains may also be subject to foreign, state and local taxes depending on a shareholder's 

circumstances. 

Taxation of Shareholders – Sale of Shares.  In general, a sale of shares results in capital gain or loss, assuming a 

shareholder holds shares of the fund as a capital asset, and for individual shareholders, is taxable at a federal rate 

dependent upon the length of time the shares were held.  A sale of shares held for a period of one year or less at the 

time of such sale will, for tax purposes, generally result in short-term capital gains or losses, and a sale of those held 

for more than one year will generally result in long-term capital gains or losses.  Long-term capital gains are 

generally taxed to non-corporate shareholders at rates of up to 20%. 

Gain or loss on the sale of shares is measured by the difference between the amount received and the adjusted tax 

basis of the shares.  Shareholders should keep records of investments made (including shares acquired through 

reinvestment of dividends and distributions) so they can compute the tax basis of their shares. 

A loss realized on a sale of shares may be disallowed if substantially identical shares are acquired (whether through 

the reinvestment of dividends or otherwise) within a 61-day period beginning 30 days before and ending 30 days 
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after the date that the shares are disposed of.  In such a case, the basis of the shares acquired must be adjusted to 

reflect the disallowed loss.  Any loss upon the sale of shares held for six months or less will be disallowed to the 

extent of exempt-interest dividends paid on such shares, and any amount of the loss that exceeds the amount 

disallowed will be treated as long-term capital loss to the extent of any amounts treated as distributions to the 

shareholder of long-term capital gain (including any amounts credited to the shareholder as undistributed capital 

gains). 

Cost Basis Reporting.  The cost basis of shares acquired by purchase will generally be based on the amount paid for 

the shares and then may be subsequently adjusted for other applicable transactions as required by the Code.  The 

difference between the selling price and the cost basis of shares generally determines the amount of the capital gain 

or loss realized on the sale or exchange of shares.  Contact the broker through whom you purchased your shares to 

obtain information with respect to the available cost basis reporting methods and elections for your account. 

 Taxation of Fund Investments.  Certain of the fund's investments may be subject to complex provisions of the Code 

(including provisions relating to hedging transactions, straddles, integrated transactions, foreign currency contracts, 

forward foreign currency contracts, and notional principal contracts) that, among other things, may affect the fund's 

ability to qualify as a RIC, affect the character of gains and losses realized by the fund (e.g., may affect whether 

gains or losses are ordinary or capital), accelerate recognition of income to the fund and defer losses.  These rules 

could therefore affect the character, amount and timing of distributions to shareholders.  These provisions also may 

require the fund to annually mark-to-market certain types of positions in its portfolio (i.e., treat them as if they were 

closed out) which may cause the fund to recognize income without receiving cash with which to make distributions 

to its shareholders in amounts necessary to satisfy the RIC distribution requirements for avoiding income and excise 

taxes.  The fund intends to monitor its transactions, make appropriate tax elections, and make appropriate entries in 

its books and records in order to mitigate the effect of these rules and preserve the fund's qualification for treatment 

as a RIC. 

Certain investments made by the fund may be treated as equity in passive foreign investment companies ("PFICs") 

for federal income tax purposes.  In general, a PFIC is a foreign corporation (i) that receives at least 75% of its 

annual gross income from passive sources (such as interest, dividends, certain rents and royalties, or capital gains) or 

(ii) where at least 50% of its assets (computed based on average fair market value) either produce or are held for the 

production of passive income.  If the fund acquires any equity interest (under Treasury regulations that may be 

promulgated in the future, generally including not only stock but also an option to acquire stock such as is inherent 

in a convertible bond) in a PFIC, the fund could be subject to U.S. federal income tax and nondeductible interest 

charges on "excess distributions" received from such companies or on gain from the sale of stock in such companies, 

even if all income or gain actually received by the fund is timely distributed to its shareholders.  The fund would not 

be able to pass through to its shareholders any credit or deduction for such a tax.  A "qualified electing fund" 

election or a "mark to market" election may be available that would ameliorate these adverse tax consequences, but 

such elections could require the fund to recognize taxable income or gain (subject to the distribution requirements 

applicable to RICs, as described above) without the concurrent receipt of cash.  In order to satisfy the distribution 

requirements and avoid a tax at the fund level, the fund may be required to liquidate portfolio securities that it might 

otherwise have continued to hold, potentially resulting in additional taxable gain or loss to the fund.  Gains from the 

sale of stock of PFICs may also be treated as ordinary income.  Amounts included in income each year by the fund 

arising from a qualified electing fund election will be "qualifying income" under the Qualifying Income 

Requirement even if not distributed to the fund, if the fund derives such income from its business of investing in 

stock, securities or currencies.  The fund intends to make the appropriate tax elections, if possible, and take any 

additional steps that are necessary to mitigate the effect of these rules.  In order for the fund to make a qualified 

electing fund election with respect to a PFIC, the PFIC would have to agree to provide certain tax information to the 

fund on an annual basis, which it might not agree to do.  The fund may limit and/or manage its holdings in PFICs to 

limit its tax liability or maximize its returns from these investments. 

The fund is required for federal income tax purposes to mark-to-market and recognize each taxable year its net 

unrealized gains and losses on certain futures and options contracts subject to section 1256 of the Code ("Section 

1256 Contracts") as of the end of the year as well as those actually realized during the year.  Gain or loss from 

Section 1256 Contracts on broad-based indexes required to be marked to market will be 60% long-term and 40% 

short-term capital gain or loss.  Application of this rule may alter the timing and character of distributions to 

shareholders.  The fund may be required to defer the recognition of losses on Section 1256 Contracts to the extent of 
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any unrecognized gains on offsetting positions held by the fund.  It is anticipated that certain net gain realized from 

the closing out of futures or options contracts will be considered gain from the sale of securities and therefore will 

be qualifying income for purposes of the Qualifying Income Requirement. 

The fund may invest in U.S. REITs.  Investments in REIT equity securities may require the fund to accrue and 

distribute income not yet received.  To generate sufficient cash to make the requisite distributions, the fund may be 

required to sell securities in its portfolio (including when it is not advantageous to do so) that it otherwise would 

have continued to hold.  The fund's investments in REIT equity securities may at other times result in the fund's 

receipt of cash in excess of the REIT's earnings; if the fund distributes these amounts, these distributions could 

constitute a return of capital to the fund's shareholders for federal income tax purposes.  Dividends paid by a REIT, 

other than capital gain distributions, will be taxable as ordinary income up to the amount of the REIT's current and 

accumulated earnings and profits.  Capital gain dividends paid by a REIT to the fund will be treated as long-term 

capital gains by the fund and, in turn, may be distributed by the fund to its shareholders as a capital gain distribution.  

Dividends received by the fund from a REIT generally will not constitute qualified dividend income or qualify for 

the dividends received deduction.  If a REIT is operated in a manner such that it fails to qualify as a REIT, an 

investment in the REIT would become subject to double taxation, meaning the taxable income of the REIT would be 

subject to federal income tax at the regular corporate rate without any deduction for dividends paid to shareholders 

and the dividends would be taxable to shareholders as ordinary income (or possibly as qualified dividend income) to 

the extent of the REIT's current and accumulated earnings and profits.  

"Qualified REIT dividends" (i.e., ordinary REIT dividends other than capital gain dividends and portions of REIT 

dividends designated as qualified dividend income eligible for capital gain tax rates) are eligible for a 20% 

deduction by non-corporate taxpayers.  This deduction, if allowed in full, equates to a maximum effective tax rate of 

29.6% (37% top rate applied to income after 20% deduction).  Distributions by the fund to its shareholders that are 

attributable to qualified REIT dividends received by the fund and which the fund properly reports as "Section 199A 

dividends" are treated as "qualified REIT dividends" in the hands of non-corporate shareholders.  A Section 199A 

dividend is treated as a qualified REIT dividend only if the shareholder receiving such dividend holds the dividend-

paying RIC shares for at least 46 days of the 91-day period beginning 45 days before the shares become ex-

dividend, and is not under an obligation to make related payments with respect to a position in substantially similar 

or related property.  The fund is permitted to report such part of its dividends as Section 199A dividends as are 

eligible but is not required to do so.   

U.S. REITs in which the fund invests often do not provide complete and final tax information to the fund until after 

the time that the fund issues a tax reporting statement.  As a result, the fund may at times find it necessary to 

reclassify the amount and character of its distributions to you after it issues your tax reporting statement.  When such 

reclassification is necessary, the fund (or your broker) will send you a corrected, final Form 1099-DIV to reflect the 

reclassified information.  If you receive a corrected Form 1099-DIV, use the information on this corrected form, and 

not the information on the previously issued tax reporting statement, in completing your tax returns. 

The fund's transactions in foreign currencies and forward foreign currency contracts will generally be subject to 

special provisions of the Code that, among other things, may affect the character of gains and losses realized by the 

fund (i.e., may affect whether gains or losses are ordinary or capital), accelerate recognition of income to the fund 

and defer losses.  These rules could therefore affect the character, amount and timing of distributions to 

shareholders.  These provisions also may require the fund to mark-to-market certain types of positions in its 

portfolio (i.e., treat them as if they were closed out) which may cause the fund to recognize income without 

receiving cash with which to make distributions in amounts necessary to satisfy the Distribution Requirement and 

for avoiding the excise tax described above.  The fund intends to monitor its transactions, intends to make the 

appropriate tax elections, and intends to make the appropriate entries in its books and records when it acquires any 

foreign currency or forward foreign currency contract in order to mitigate the effect of these rules so as to prevent 

disqualification of the fund as a RIC and minimize the imposition of income and excise taxes. 

Additionally, the Treasury Department has authority to issue regulations that would exclude foreign currency gains 

from the Qualifying Income Requirement described above if such gains are not directly related to the fund's business 

of investing in stock or securities (or options and futures with respect to stock or securities).  Accordingly, 

regulations may be issued in the future that could treat some or all of the fund's non-U.S. currency gains as non-

qualifying income, thereby potentially jeopardizing the fund's status as a RIC for all years to which the regulations 

are applicable. 



III-45 

Foreign Taxes. Dividends and interest received by the fund on foreign securities may give rise to withholding and 

other taxes imposed by foreign countries.  Any such taxes would, if imposed, reduce the yield on or return from 

those investments.  Tax conventions between certain countries and the United States may reduce or eliminate such 

taxes.   

If the fund meets certain requirements, which include a requirement that more than 50% of the value of the fund's 

total assets at the close of its respective taxable year consist of certain foreign securities, then the fund should be 

eligible to file an election with the IRS that may enable its shareholders, in effect, to receive either the benefit of a 

foreign tax credit, or a tax deduction, with respect to certain foreign and U.S. possessions income taxes paid by the 

fund, subject to certain limitations.   

Pursuant to this election, the fund would treat the applicable foreign taxes as dividends paid to its shareholders.  

Each such shareholder would be required to include a proportionate share of those taxes in gross income as income 

received from a foreign source and must treat the amount so included as if the shareholder had paid the foreign tax 

directly.  The shareholder may then either deduct the taxes deemed paid by him or her in computing his or her 

taxable income or, alternatively, use the foregoing information in calculating any foreign tax credit the shareholder 

may be entitled to use against such shareholder's federal income tax.  If the fund makes this election, the fund will 

report annually to its shareholders the respective amounts per share of the fund's income from sources within, and 

taxes paid to, foreign countries and U.S. possessions.  No deduction for such taxes will be permitted to individuals in 

computing their AMT liability.  If the fund does not make this election, the fund will be entitled to claim a deduction 

for certain foreign taxes incurred by the fund.  In certain instances, the fund might not elect to apply otherwise 

allowable U.S. federal income tax deductions for those foreign taxes, whether or not credits or deductions for those 

foreign taxes could be passed through to its shareholders pursuant to the election described above.  If the fund does 

not elect to apply these deductions, taxable distributions you receive from the fund may be larger than they would 

have been if the fund had taken deductions for such taxes.   

A shareholder's ability to claim a foreign tax credit or deduction in respect of foreign taxes paid by the fund may be 

subject to certain limitations imposed by the Code, which may result in a shareholder not receiving a full credit or 

deduction (if any) for the amount of such taxes.  In particular, shareholders must hold their fund shares (without 

protection from risk of loss) on the ex-dividend date and for at least 15 additional days during the 30-day period 

surrounding the ex-dividend date to be eligible to claim a foreign tax credit with respect to a given dividend.  

Shareholders who do not itemize on their federal income tax returns may claim a credit (but no deduction) for such 

foreign taxes.  Even if the fund were eligible to make such an election for a given year, it may determine not to do 

so.  Shareholders that are not subject to U.S. federal income tax, and those who invest in the fund through tax-

advantaged accounts (including those who invest through IRAs or other tax-advantaged retirement plans), generally 

will receive no benefit from any tax credit or deduction passed through by the fund. 

Under certain circumstances, if the fund receives a refund of foreign taxes paid in respect of a prior year, the value 

of shares could be reduced or any foreign tax credits or deductions passed through to shareholders in respect of the 

fund's foreign taxes for the current year could be reduced. 

Tax-Exempt Shareholders.  Certain tax-exempt shareholders, including qualified pension plans, IRAs, salary 

deferral arrangements, 401(k) plans, and other tax-exempt entities, generally are exempt from federal income 

taxation except with respect to their unrelated business taxable income ("UBTI").  Under current law, the fund 

generally serves to block UBTI from being realized by its tax-exempt shareholders.  However, notwithstanding the 

foregoing, tax-exempt shareholders could realize UBTI by virtue of their investment in the fund where, for example, 

(i) the fund invests in REITs that hold residual interests in REMICs, (ii) the fund invests in a REIT that is a taxable 

mortgage pool ("TMP") or has a subsidiary that is a TMP or that invests in the residual interest of a REMIC, or (iii) 

shares constitute debt-financed property in the hands of the tax-exempt shareholders within the meaning of section 

514(b) of the Code.  Charitable remainder trusts are subject to special rules and should consult their tax advisors.  

There are no restrictions preventing the fund from holding investments in REITs that hold residual interests in 

REMICs, and the fund may do so.  The IRS has issued guidance with respect to these issues and prospective 

shareholders, especially charitable remainder trusts, are strongly encouraged to consult with their tax advisors 

regarding these issues. 
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Certain tax-exempt educational institutions will be subject to an excise  tax on net investment income.  For these 

purposes, certain dividends and capital gain distributions, and certain gains from the disposition of shares (among 

other categories of income), are generally taken into account in computing a shareholder's net investment income. 

The fund's shares held in a tax-qualified retirement account will generally not be subject to federal taxation on 

income and capital gains distributions from the fund until a shareholder begins receiving payments from their 

retirement account. 

Foreign Shareholders.  Distributions derived from taxable ordinary income and paid by the fund to shareholders who 

are nonresident aliens or foreign entities will generally be subject to a 30% United States withholding tax unless a 

reduced rate of withholding or a withholding exemption is provided under applicable treaty law or unless such 

income is effectively connected with a U.S. trade or business carried on by the shareholder and applicable 

certification requirements are satisfied.  Any foreign shareholders in the fund may be subject to U.S. withholding 

and estate tax and such shareholders are urged to consult their own tax advisors concerning the applicability of such 

taxes and the proper withholding form(s) to be submitted to the fund.  A foreign shareholder who fails to provide an 

appropriate series of IRS Form W-8 may be subject to backup withholding (discussed below) at the appropriate rate. 

Dividends reported by the fund as (i) interest-related dividends, to the extent such dividends are derived from the 

fund's "qualified net interest income," or (ii) short-term capital gain dividends, to the extent such dividends are 

derived from the fund's "qualified short-term gain," are generally exempt from this 30% withholding tax.  "Qualified 

net interest income" is the fund's net income derived from U.S.-source interest and OID, subject to certain 

exceptions and limitations.  "Qualified short-term gain" generally means the excess of the fund's net short-term 

capital gain for the taxable year over its net long-term capital loss, if any.  In the case of shares held through an 

intermediary, the intermediary may withhold even if the fund reports the payment as an interest-related dividend or 

as a short-term capital gain dividend.  Short-term capital gain dividends received by a nonresident alien individual 

are not exempt from the 30% withholding if the individual is present in the United States for a period or periods 

aggregating 183 days or more during the taxable year and certain other conditions are satisfied.  Gains realized by 

foreign shareholders from the sale or other disposition of shares of the fund generally are not subject to U.S. 

taxation, unless the recipient is an individual who is present in the U.S. for 183 days or more per taxable year and 

certain other conditions are satisfied.  Foreign shareholders should contact their intermediaries with respect to the 

application of these rules to their accounts. 

Under legislation known as "FATCA" (the Foreign Account Tax Compliance Act), a U.S. withholding tax of 30% 

will apply to payments to certain foreign entities of U.S.-source interest and dividends unless various U.S. 

information reporting and due diligence requirements that are different from, and in addition to, the beneficial owner 

certification requirements described above have been satisfied.  A non-U.S. shareholder may be exempt from the 

withholding described in this paragraph under an applicable intergovernmental agreement between the U.S. and a 

foreign government, provided that the shareholder and the applicable foreign government comply with the terms of 

the agreement.  The fund will not pay additional amounts in respect to any amounts withheld.  Non-U.S. 

shareholders should consult their tax advisers regarding the effect, if any, of this legislation on their ownership and 

sale or disposition of the fund's shares.  

A beneficial holder of shares of the fund who is a foreign person may be subject to foreign, state and local tax and to 

the U.S. federal estate tax in addition to the federal income tax consequences referred to above.  If a 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 or fixed base maintained 

by the shareholder in the United States. 

Backup Withholding  The fund may be required to withhold at the 24% backup withholding rate (as “backup 

withholding”) on certain reportable payments to a shareholder if (1) the shareholder fails to furnish a taxpayer 

identification number in the required manner, (2) the fund is notified that the taxpayer identification number 

furnished by the shareholder is incorrect or, with respect to reportable interest or dividend payments, (3) the fund is 

notified that the shareholder is subject to backup withholding because of underreporting of interest or dividends, or 

(4) the shareholder fails to certify, when required, that the shareholder is not subject to backup withholding.  Backup 

withholding is not an additional tax.  Rather, any amounts withheld may be credited against your federal income tax 

liability, so long as you provide the required information or certification.  
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Creation Units.  An Authorized Participant who exchanges securities for Creation Units generally will recognize a 

gain or a loss.  The gain or loss will be equal to the difference between (i) the market value of the Creation Units at 

the time and (ii) the sum of the Authorized Participant's aggregate basis in the securities surrendered plus the amount 

of cash paid for such Creation Units.  A person who redeems Creation Units will generally recognize a gain or loss 

equal to the aggregate market value of the securities and cash received, minus the person’s adjusted tax basis in the 

Creation Units redeemed.  The IRS, however, may assert that a loss realized upon an exchange of securities for 

Creation Units cannot be deducted currently under the rules governing "wash sales," (for an Authorized Participant 

that does not mark-to-market its holdings) or on the basis that there has been no significant change in economic 

position. 

Any gain or loss realized upon a creation of Creation Units will be treated as capital gain or loss if the Authorized 

Participant holds the securities exchanged therefor as capital assets, and otherwise will be ordinary income or loss.  

Similarly, any gain or loss realized upon a redemption of Creation Units will be treated as capital gain or loss if the 

Authorized Participant holds the shares comprising the Creation Units as capital assets, and otherwise will be 

ordinary income or loss.  Any capital gain or loss realized upon the creation of Creation Units will generally be 

treated as long-term capital gain or loss if the securities exchanged for such Creation Units have been held for more 

than one year, and otherwise will be short-term capital gain or loss.  Any capital gain or loss realized upon the 

redemption of Creation Units will generally be treated as long-term capital gain or loss if the shares comprising the 

Creation Units have been held for more than one year, and otherwise, will generally be short-term capital gain or 

loss.  Any capital loss realized upon a redemption of Creation Units held for six months or less will be treated as a 

long-term capital loss to the extent of any amounts treated as distributions to the applicable Authorized Participant 

of long-term capital gains with respect to the Creation Units (including any amounts credited to the Authorized 

Participant as undistributed capital gains). 

The fund has the right to reject an order for Creation Units if the purchaser (or a group of purchasers) would, upon 

obtaining the shares so ordered, own 80% or more of the outstanding shares of the fund and if, pursuant to section 

351 of the Code, the fund would have a basis in any deposit securities different from the market value of such 

securities on the date of deposit.  The fund also has the right to require information necessary to determine beneficial 

share ownership for purposes of the 80% determination.  If the fund does issue Creation Units to a purchaser (or a 

group of purchasers) that would, upon obtaining the shares so ordered, own 80% or more of the outstanding shares 

of the fund, the purchaser (or a group of purchasers) may not recognize gain or loss upon the exchange of securities 

for Creation Units. 

An Authorized Participant subject to U.S. federal income tax with the U.S. dollar as its functional currency for U.S. 

federal income tax purposes who receives non-U.S. currency upon a redemption of Creation Units and does not 

immediately convert the non-U.S. currency into U.S. dollars may, upon a later conversion of the non-U.S. currency 

into U.S. dollars, or upon the use of the non-U.S. currency to pay expenses or acquire assets, recognize as ordinary 

gains or losses any gains or losses resulting from fluctuations in the value of the non-U.S. currency relative to the 

U.S. dollar since the date of the redemption.  

Authorized Participants purchasing or redeeming Creation Units should consult their own tax advisors with respect 

to the tax treatment of any creation or redemption transaction and whether the wash sales rule applies and when a 

loss might be deductible. 

Certain Potential Tax Reporting Requirements.  Under promulgated Treasury regulations, if a shareholder 

recognizes a loss on disposition of the fund's shares of $2 million or more for an individual or S corporation 

shareholder or $10 million or more for a corporate shareholder (or certain greater amounts over a combination of 

years), the shareholder must file with the IRS a disclosure statement on IRS Form 8886.  Direct shareholders of 

portfolio securities are in many cases excepted from this reporting requirement, but under current guidance, 

shareholders of a RIC are not excepted.  A shareholder who fails to make the required disclosure to the IRS may be 

subject to adverse tax consequences, including significant penalties.  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 advisors to determine the applicability of these regulations in light of their 

individual circumstances. 

State Tax Matters.  Depending upon state and local law, distributions by the fund to its shareholders and the 

ownership of such shares may be subject to state and local taxes.  Rules of state and local taxation of dividend and 
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capital gains distributions from RICs often differ from the rules for federal income taxation described above.  It is 

expected that the fund will not be liable for any corporate excise, income or franchise tax in Massachusetts if such 

fund qualifies as a RIC for federal income tax purposes. 

The foregoing discussion is a summary only and is not intended as a substitute for careful tax planning.  Purchasers 

of shares should consult their own tax advisors as to the tax consequences of investing in such shares, including 

under state, local and other tax laws.  Finally, the foregoing discussion is based on applicable provisions of the 

Code, regulations, judicial authority and administrative interpretations in effect on the date hereof.  Changes in 

applicable authority could materially affect the conclusions discussed above, and such changes often occur. 

PORTFOLIO TRANSACTIONS 

The Adviser assumes general supervision over the placement of securities purchase and sale orders on behalf of the 

fund.  The Adviser employs the Sub-Adviser.1  The fund uses the research facilities, and is subject to the internal 

policies and procedures, of the Sub-Adviser and executes portfolio transactions through the trading desk of the Sub-

Adviser (collectively the "Trading Desk"). 

1 The fund does not use a dual employee arrangement between the Adviser and an Affiliated Entity as referenced in this and certain other 

sections. 

Trading the Fund's Portfolio Securities 

Debt securities purchased and sold by the fund generally are traded on a net basis (i.e., without a commission) 

through dealers acting for their own account and not as brokers, or otherwise involve transactions directly with the 

issuer of the instrument.  This means that a dealer makes a market for securities by offering to buy at one price and 

sell at a slightly higher price.  The difference between the prices is known as a "spread." Other portfolio transactions 

may be executed through brokers acting as agents, which are typically paid a commission. 

The Trading Desk generally has the authority to select brokers (for equity securities) or dealers (for fixed-income 

securities) and the commission rates or spreads to be paid.  Allocation of brokerage transactions is made in the best 

judgment of the Trading Desk and in a manner deemed fair and reasonable.  In choosing brokers or dealers, the 

Trading Desk evaluates the ability of the broker or dealer to execute the transaction at the best combination of price 

and quality of execution. 

In general, brokers or dealers involved in the execution of portfolio transactions on behalf of the fund are selected on 

the basis of their professional capability and the value and quality of their services.  The Trading Desk seeks to 

obtain best execution by choosing brokers or dealers to execute transactions based on a variety of factors, which 

may include, but are not limited to, the following: (i) price; (ii) liquidity; (iii) the nature and character of the relevant 

market for the security to be purchased or sold; (iv) the quality and efficiency of the broker's or dealer's execution; 

(v) the broker's or dealer's willingness to commit capital; (vi) the reliability of the broker or dealer in trade 

settlement and clearance; (vii) the level of counterparty risk (i.e., the broker's or dealer's financial condition); (viii) 

the commission rate or the spread; (ix) the value of research provided; (x) the availability of electronic trade entry 

and reporting links; and (xi) the size and type of order (e.g., foreign or domestic security, large block, illiquid 

investment).  In selecting brokers or dealers no factor is necessarily determinative; however, at various times and for 

various reasons, certain factors will be more important than others in determining which broker or dealer to use.  

Seeking to obtain best execution for all trades takes precedence over all other considerations. 

Investment decisions for one fund or account are made independently from those for other funds or accounts 

managed by the portfolio managers.  Under the Trading Desk's procedures, portfolio managers and their 

corresponding Trading Desks may, but are not required to, seek to aggregate (or "bunch") orders that are placed or 

received concurrently for more than one fund or account, and available investments or opportunities for sales will be 

allocated equitably to each.  In some cases, this policy may adversely affect the size of the position obtained or sold 

or the price paid or received by the fund.  When transactions are aggregated, but it is not possible to receive the 

same price or execution on the entire volume of securities purchased or sold, the various prices may be averaged, 

and the fund will be charged or credited with the average price. 
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The portfolio managers will make investment decisions for the fund as they believe are in the best interests of the 

fund.  Investment decisions made for the fund may differ from, and may conflict with, investment decisions made 

for other funds and accounts advised by the Adviser, an Affiliated Entity, Sub-Adviser or Sub-Sub-Adviser.  Actions 

taken with respect to such other funds or accounts may adversely impact the fund, and actions taken by the fund may 

benefit the Adviser, an Affiliated Entity, Sub-Adviser, Sub-Sub-Adviser or other funds or accounts advised by the 

Adviser, an Affiliated Entity, Sub-Adviser or Sub-Sub-Adviser.  Funds and accounts managed by the Adviser, an 

Affiliated Entity, Sub-Adviser or Sub-Sub-Adviser may own significant positions in an issuer of securities which, 

depending on market conditions, may affect adversely the ability to dispose of some or all of such positions.  

Regulatory restrictions (including, but not limited to, those related to the aggregation of positions among other funds 

and accounts or those restricting trading while in possession of material non-public information, such as may be 

deemed to be received by the fund's portfolio manager by virtue of the portfolio manager's position or other 

relationship with the fund's portfolio company) and internal BNY policies, guidance or limitations (including, but 

not limited to, those related to the aggregation of positions among all fiduciary accounts managed or advised by 

BNY and all its affiliates (including the Adviser and its Affiliated Entities) and the aggregate exposure of such 

accounts) may restrict investment activities of the fund.  While the allocation of investment opportunities among the 

fund and other funds and accounts advised by the Adviser and its Affiliated Entities may raise potential conflicts 

because of financial, investment or other interests of BNY or its personnel (or by the Sub-Adviser or Sub-Sub-

Adviser and their affiliates), the portfolio managers will make allocation decisions consistent with the interests of 

the fund and other funds and accounts and not solely based on such other interests. 

Portfolio managers may deem it appropriate for one fund or account they manage to sell a security while another 

fund or account they manage is purchasing the same security.  Under such circumstances, the portfolio managers 

may arrange to have the purchase and sale transactions effected directly between the fund and/or accounts ("cross 

transactions").  Cross transactions will be effected in accordance with procedures adopted pursuant to Rule 17a-7 

under the 1940 Act. 

The Adviser, an Affiliated Entity, Sub-Adviser or Sub-Sub-Adviser may buy for the fund securities of issuers in 

which other funds or accounts advised by the Adviser, the Affiliated Entity, the Sub-Adviser or the Sub-Sub-

Adviser may have, or are making, an investment in the same issuer that are subordinate or senior to the securities 

purchased for the fund.  For example, the fund may invest in debt securities of an issuer at the same time that other 

funds or accounts are investing, or currently have an investment, in equity securities of the same issuer.  To the 

extent that the issuer experiences financial or operational challenges which may impact the price of its securities and 

its ability to meet its obligations, decisions by the Adviser, an Affiliated Entity,  the Sub-Adviser or the Sub-Sub-

Adviser relating to what actions are to be taken may raise conflicts of interests, and the Adviser, the Affiliated 

Entity, the Sub-Adviser or the Sub-Sub-Adviser, as applicable, may take actions for certain funds or accounts that 

have negative impacts on other funds or accounts. 

Portfolio turnover may vary from year to year as well as within a year.  In periods in which extraordinary market 

conditions prevail, portfolio managers will not be deterred from changing the fund's investment strategy as rapidly 

as needed, in which case higher turnover rates can be anticipated which would result in greater brokerage expenses.  

The overall reasonableness of brokerage commissions paid is evaluated by the Trading Desk based upon its 

knowledge of available information as to the general level of commissions paid by other institutional investors for 

comparable services.  Higher portfolio turnover rates usually generate additional brokerage commissions and 

transaction costs, and any short-term gains realized from these transactions are taxable to shareholders as ordinary 

income. 

To the extent that the fund invests in foreign securities, certain of such fund's transactions in those securities may not 

benefit from the negotiated commission rates available to funds for transactions in securities of domestic issuers.  

For funds that permit foreign exchange transactions, such transactions are made with banks or institutions in the 

interbank market at prices reflecting a mark-up or mark-down and/or commission.  The Adviser (and, where 

applicable, an Affiliated Entity, the Sub-Adviser or the Sub-Sub-Adviser) may utilize the services of an affiliate to 

effect certain client transactions when it determines that the use of such affiliate is consistent with its fiduciary 

obligations, including its obligation to obtain best execution, and the transactions are in the best interests of its 

clients.  Procedures have been adopted in conformity with Rule 17e-1 under the 1940 Act to provide that all 

brokerage commissions paid by the fund to the Adviser (and, where applicable, an Affiliated Entity, the Sub-Adviser 

or the Sub-Sub-Adviser) are reasonable and fair. 
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Soft Dollars 

The term "soft dollars" is commonly understood to refer to arrangements where an investment adviser uses client (or 

fund) brokerage commissions to pay for research and brokerage services to be used by the investment adviser.  

Section 28(e) of the Exchange Act provides a "safe harbor" that permits investment advisers to enter into soft dollar 

arrangements if the investment adviser determines in good faith that the amount of the commission is reasonable in 

relation to the value of the brokerage and research services provided.  Eligible products and services under Section 

28(e) include those that provide lawful and appropriate assistance to the investment adviser in the performance of its 

investment decision-making responsibilities. 

Subject to the policy of seeking best execution, the fund may execute transactions with brokerage firms that provide 

research services and products, as defined in Section 28(e).  Any and all research products and services received in 

connection with brokerage commissions will be used to assist the applicable Affiliated Entity, Sub-Adviser or Sub-

Sub-Adviser in its investment decision-making responsibilities, as contemplated under Section 28(e).  Under certain 

conditions, higher brokerage commissions may be paid in connection with certain transactions in return for research 

products and services. 

The products and services provided under these arrangements permit the Trading Desk to supplement its own 

research and analysis activities, and provide it with information from individuals and research staff of many 

securities firms.  Such services and products may include, but are not limited to, the following: fundamental research 

reports (which may discuss, among other things, the value of securities, or the advisability of investing in, 

purchasing or selling securities, or the availability of securities or the purchasers or sellers of securities, or issuers, 

industries, economic factors and trends, portfolio strategy and performance); current market data and news; 

statistical data; technical and portfolio analyses; economic forecasting and interest rate projections; and historical 

information on securities and companies.  The Trading Desk also may use client brokerage commission 

arrangements to defray the costs of certain services and communication systems that facilitate trade execution (such 

as on-line quotation systems, direct data feeds from stock exchanges and on-line trading systems) or functions 

related thereto (such as clearance and settlement).  Some of the research products or services received by the 

Trading Desk may have both a research function and a non-research or administrative function (a "mixed use").  If 

the Trading Desk determines that any research product or service has a mixed use, the Trading Desk will allocate in 

good faith the cost of such service or product accordingly.  The portion of the product or service that the Trading 

Desk determines will assist it in the investment decision-making process may be paid for in soft dollars.  The non-

research portion is paid for by the Trading Desk in hard dollars. 

The Trading Desk generally considers the amount and nature of research, execution and other services provided by 

brokerage firms, as well as the extent to which such services are relied on, and attempts to allocate a portion of the 

brokerage business of its clients on the basis of that consideration.  Neither the services nor the amount of brokerage 

given to a particular brokerage firm are made pursuant to any agreement or commitment with any of the selected 

firms that would bind the Trading Desk to compensate the selected brokerage firm for research provided.  The 

Trading Desk endeavors, but is not legally obligated, to direct sufficient commissions to broker/dealers that have 

provided it with research and other services to ensure continued receipt of research the Trading Desk believes is 

useful.  Actual commissions received by a brokerage firm may be more or less than the suggested allocations. 

There may be no correlation between the amount of brokerage commissions generated by a particular fund or 

account and the indirect benefits received by that fund or client.  The Affiliated Entity, Sub-Adviser or Sub-Sub-

Adviser may receive a benefit from the research services and products that is not passed on to the fund in the form 

of a direct monetary benefit.  Further, research services and products may be useful to the Affiliated Entity, Sub-

Adviser or Sub-Sub-Adviser in providing investment advice to any of the funds or other accounts it advises.  

Information made available to the Affiliated Entity, Sub-Adviser or Sub-Sub-Adviser from brokerage firms 

effecting securities transactions for another fund or account may be utilized on behalf of the fund.  Thus, there may 

be no correlation between the amount of brokerage commissions generated by a particular fund and the indirect 

benefits received by that fund.  Information so received is in addition to, and not in lieu of, services required to be 

performed by the Affiliated Entity, Sub-Adviser or Sub-Sub-Adviser and fees are not reduced as a consequence of 

the receipt of such supplemental information.  Although the receipt of such research services does not reduce the 

normal independent research activities of the Affiliated Entity, Sub-Adviser or Sub-Sub-Adviser, it enables it to 

avoid the additional expenses that might otherwise be incurred if it were to attempt to develop comparable 

information through its own staff. 
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IPO Allocations 

The fund may participate in IPOs.  In deciding whether to purchase an IPO, the fund's portfolio manager(s) 

generally consider the capitalization characteristics of the security, as well as other characteristics of the security, 

and identifies funds and accounts with investment objectives and strategies consistent with such a purchase.  

Generally, as more IPOs involve small- and mid-cap companies, funds and accounts with a small- and mid-cap 

focus may participate in more IPOs than funds and accounts with a large-cap focus.  The Affiliated Entity, Sub-

Adviser or Sub-Sub-Adviser (as applicable), when consistent with the fund's and/or account's investment guidelines, 

generally will allocate shares of an IPO on a pro rata basis.  In the case of "hot" IPOs, where the Affiliated Entity, 

Sub-Adviser or Sub-Sub-Adviser only receives a partial allocation of the total amount requested, those shares will 

be distributed fairly and equitably among participating funds or accounts managed by the Affiliated Entity, Sub-

Adviser or Sub-Sub-Adviser.  "Hot" IPOs raise special allocation concerns because opportunities to invest in such 

issues are limited as they are often oversubscribed.  The distribution of the partial allocation among funds and/or 

accounts will be based on relative NAVs.  Shares will be allocated on a pro rata basis to all appropriate funds and 

accounts, subject to a minimum allocation based on trading, custody and other associated costs.  International hot 

IPOs may not be allocated on a pro rata basis due to transaction costs, market liquidity and other factors unique to 

international markets. 

DISCLOSURE OF PORTFOLIO HOLDINGS 

Policy on Disclosure of Portfolio Holdings 

The Trust has adopted a policy regarding the disclosure of information about the fund's portfolio holdings.  The 

board must approve all material amendments to this policy.  The fund's portfolio holdings are publicly disseminated 

each day the fund is open for business through financial reporting and news services including publicly accessible 

Internet web sites.  In addition, a basket composition file, which includes the security names and share quantities to 

deliver in exchange for shares, together with estimates and actual cash components, is publicly disseminated daily 

prior to the opening of the Exchange via the National Securities Clearing Corporation ("NSCC").  The basket 

represents one Creation Unit of the fund.  The Trust, the Adviser, the Sub-Adviser or the Sub-Sub-Adviser (as 

applicable) or BNY will not disseminate non-public information concerning the Trust, except information may be 

made available prior to its public availability: (i) to a party for a legitimate business purpose related to the day-to-

day operations of the fund including (a) a service provider, (b) the stock exchanges upon which an ETF is listed, (c) 

the NSCC, (d) the Depository Trust Company, and (e) financial data/research companies such as Morningstar, 

Bloomberg L.P., FactSet, Barra LLC and RiskMetrics Group, and Reuters, or (ii) to any other party for a legitimate 

business or regulatory purpose, upon waiver or exception, with the consent of an applicable Trust officer.   

SUMMARY OF THE PROXY VOTING POLICY AND PROCEDURES 

Delegation of Proxy Voting Responsibility and Adoption of Proxy Voting Procedures. 

The board has delegated to the Adviser and the Adviser has delegated to the fund's Sub-Adviser the authority to vote 

proxies of companies held in the fund's portfolio, except that the board has delegated to Institutional Shareholder 

Services Inc. ("ISS") the sole authority to vote proxies of Designated BHCs (defined below) for the fund as 

described below.  The Sub-Adviser's proxy voting policies are attached at the end of this SAI as Appendix A. 

Proxy Voting Operations 

The fund has engaged ISS as its proxy voting agent to administer the ministerial, non-discretionary elements of 

proxy voting and reporting. 

Policies and Procedures; Oversight 

The CCO is responsible for confirming that the Sub-Adviser has adopted and implemented written policies and 

procedures that are reasonably designed to ensure that the fund's proxies are voted in the best interests of the fund.  

In addition, the adequacy of such policies and procedures are reviewed at least annually, and proxy voting for the 

fund is monitored to ensure compliance with the Sub-Adviser's procedures, as applicable, such as by sampling votes 
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cast for the fund, including routine proposals as well as those that require more analysis, to determine whether they 

complied with the Sub-Adviser's proxy voting procedures. 

Review of Proxy Voting 

The Adviser reports annually to the board on the fund's proxy voting, including information regarding: (1) proxy 

voting proposals that were voted; (2) proxy voting proposals that were voted against the management company's 

recommended vote, but in accordance with the applicable proxy voting guidelines; and (3) proxy voting proposals 

that were not voted, including the reasons the proxy voting proposals were not voted. 

Availability of Fund Proxy Voting Records  

Pursuant to Rule 30b1-4 under the 1940 Act, the fund is required to file its complete proxy voting record with the 

SEC on Form N-PX not later than August 31st of each year for the most recent twelve-month period ended June 

30th.  In addition, this information is available, by August 31st of each year, at www.im.bnymellon.com, on the 

SEC’s website at www.sec.gov, and without charge, upon request, by calling 1-833-383-2696 (inside the U.S. only).  

The fund has delegated the responsibility for gathering this information, filing Form N-PX and posting voting 

information to the website to the Adviser, with the assistance of ISS. 

 

Voting Shares of Certain Registered Investment Companies 

Under certain circumstances, when the fund owns shares of another registered investment company (an "Acquired 

Fund"), the fund may be required by the 1940 Act or the rules thereunder, to vote such Acquired Fund shares in a 

certain manner, such as voting the Acquired Fund shares in the same proportion as the vote of all other holders of 

the same type of such Acquired Fund shares. 

Voting Proxies of Designated BHCs 

BNY is subject to the requirements of the Bank Holding Company Act of 1956, as amended (the "BHCA").  Among 

other things, the BHCA prohibits BNY, funds that BNY "controls" by virtue of share ownership ("Bank Controlled 

Funds"), and any fund or other investment account over which BNY exercises sole voting discretion (collectively, 

the "BNY Entities"), in the aggregate, from owning or controlling or holding sole voting discretion with respect to 

5% or more of any class of voting stock of certain U.S. bank holding companies, savings and loan holding 

companies, insured depository institutions and companies that control an insured depository institution (collectively, 

"BHCs"), without the prior approval of the Board of Governors of the Federal Reserve System (the "BHCA Rules"). 

For all funds except Bank Controlled Funds, the board has delegated to ISS the sole authority to vote proxies of 

BHCs for which one or more funds or other investment accounts over which BNY Entities, in the aggregate, 

exercise sole voting discretion with respect to 5% or more of any class of voting stock of the BHC (collectively, the 

"Designated BHCs").  Because ISS has sole voting authority over voting securities issued by the Designated BHCs, 

the holdings of such securities by the fund (other than Bank Controlled Funds) are excluded from the 5% aggregate 

computation under the BHCA Rules and the fund (other than Bank Controlled Funds) is permitted to purchase and 

hold securities of BHCs without limits imposed by the BHCA.  (Voting securities of BHCs held by funds that are 

Bank Controlled Funds, however, continue to be aggregated with the holdings of other BNY Entities because of 

BNY's share ownership in those funds.)  

An issuer that is a BHC will be identified as a Designated BHC (and voting authority over its voting securities will 

be delegated to ISS) when BNY Entities in the aggregate own, control or hold sole voting discretion with respect to 

approximately 4.9% of any class of voting securities issued by the BHC.  If such aggregate level of ownership, 

control or voting discretion decreases to approximately 3%, the issuer will no longer be considered a Designated 

BHC and the Sub-Adviser will be redelegated sole voting authority over the BHC's voting securities held by the 

fund.   

ISS votes proxies delegated by the board in accordance with the voting guidelines of ISS, available at 

https://www.issgovernance.com/policy-gateway/voting-policies/. 

www.im.bnymellon.com
www.sec.gov
https://www.issgovernance.com/policy-gateway/voting-policies/
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Material Conflicts of Interest.  ISS has policies and procedures in place to manage potential conflicts of interest that 

may arise as a result of work that ISS's subsidiary performs for a corporate governance client and any voting of 

proxies relating to such client's securities that ISS performs on behalf of the fund.  Such policies and procedures 

include separate staffs for the work performed for corporate governance clients and ISS's proxy voting services; a 

firewall that includes legal, physical and technological separations of the two businesses; and the employment of a 

blackout period on work performed with a corporate governance client during the pendency of a live voting issue in 

respect of securities of such client. 

BNY Proxy Conflicts Policy 

Under certain circumstances, BNY has determined that it may not be appropriate for its subsidiaries and business 

units with discretionary authority to vote proxies on behalf of clients, including NIMNA ( the "Voting Firm"), and 

has established a Proxy Voting Conflicts Policy (the "BNY Policy") that sets forth the required actions and reporting 

of the Voting Firm when actual or potential conflicts of interest involving BNY arise.  The BNY Policy identifies 

several specific types of proxy solicitations that are considered "Primary Conflicts" for the Voting Firm.  Primary 

Conflicts typically arise when proxies are issued by BNY or by a pooled vehicle when relating to services provided 

by a BNY affiliate and may also arise due to relationships between a proxy issuer and BNY or BNY's Chief 

Executive Officer or Board of Directors.  The BNY Policy directs the manner in which such Primary Conflicts are to 

be addressed (e.g., application of pre-determined, written guidelines, client consent, or delegation to an independent 

fiduciary).  The BNY Policy also identifies as "Secondary Conflicts" situations that, while not identified as a 

Primary Conflict, may present an actual, potential or perceived material conflict for the Voting Firm because of a 

relationship between a proxy issuer and BNY or its executive officers or Board of Directors.    

 

When Primary Conflicts or Secondary Conflicts are voted in accordance with the Voting Firm's pre-determined, 

written voting guidelines, it is BNY's view that these votes do not present the potential for a material conflict of 

interest and no additional safeguards are needed.   

 

The Voting Firm is also subject to the policies and decisions of BNY's Proxy Conflicts Committee (the "PCC").  

Among other responsibilities, BNY has empowered the PCC to maintain, interpret and effect the BNY Policy.  If the 

Voting Firm needs interpretive guidance concerning a Primary Conflict or identifies a Secondary Conflict, the PCC 

shall review the matter, and (in the case of identified conflicts) determine how best to resolve the conflict (e.g., 

independent fiduciary, abstention, or mirror voting).   

 

Securities on Loan 
The fund may participate in a securities lending program to generate income for its portfolio.  Generally, the voting 

rights pass with the securities on loan and any securities on loan as of record date cannot be voted by the fund.  In 

certain circumstances, the Adviser may seek to recall a security on loan before a record date in order to cast a vote 

(for example, if the fund's Sub-Adviser determines, based on the information available at the time, that there is a 

material proxy event that could affect the value of the loaned security and recalling the security for voting purposes 

would be in the best interest of the fund).  However, the Adviser anticipates that, in most cases, the potential income 

the fund may derive from a loaned security would outweigh the benefit the fund could receive from voting the security.  

In addition, the ability to timely recall securities on a loan is not entirely within the control of the Adviser or the Sub-

Adviser.  Under certain circumstances, the recall of securities in time for such securities to be voted may not be 

possible due to applicable proxy voting record dates occurring before the proxy statements are released or other 

administrative considerations. 

 

 

ADDITIONAL INFORMATION ABOUT THE FUND'S STRUCTURE; FUND SHARES AND 

VOTING RIGHTS; SHAREHOLDER ACTIONS 

Massachusetts Business Trusts 

If a fund is a series of a fund company organized as an unincorporated business trust under the laws of the 

Commonwealth of Massachusetts, shareholders of the fund could, under certain circumstances, be held personally 

liable for the obligations of the fund.  However, the Trust's Agreement and Declaration of Trust (the "Trust 

Agreement") disclaims shareholder liability for acts or obligations of the Trust and requires that notice of such 
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disclaimer be given in each agreement, obligation or instrument entered into or executed by the Trust or a board 

member.  The Trust Agreement provides for indemnification from the fund's property for all losses and expenses of 

any shareholder held personally liable for the obligations of the fund.  Thus, the risk of a shareholder incurring 

financial loss on account of shareholder liability is limited to circumstances in which the fund itself would be unable 

to meet its obligations, a possibility which management believes is remote.  Upon payment of any liability incurred 

by the fund, the shareholder paying such liability will be entitled to reimbursement from the general assets of the 

fund.  The Trust intends to conduct its operations in such a way so as to avoid, as far as possible, ultimate liability of 

the shareholders for liabilities of the fund.   

Fund Shares and Voting Rights 

Fund shares have equal rights as to dividends and in liquidation.  Shares have no preemptive, subscription rights or, 

except as described in the prospectus or this SAI, conversion rights and are freely transferable.  Each fund share has 

one vote and, when issued and paid for in accordance with the terms of its offering, is fully paid and non-assessable. 

Unless otherwise required by the 1940 Act, ordinarily it will not be necessary for a fund to hold annual meetings of 

shareholders.  As a result, shareholders may not consider each year the election of board members or the 

appointment of an independent registered public accounting firm.  However, for a fund that is organized as a 

Massachusetts business trust or a series of a Massachusetts business trust, the holders of at least 30% of shares 

outstanding and entitled to vote may require a special meeting of shareholders to be held, including for purposes of 

removing a board member from office.  In addition, the board will call a meeting of shareholders for the purpose of 

electing board members if, at any time, less than a majority of the board members then holding office have been 

elected by shareholders. 

Rule 18f-2 under the 1940 Act provides that any matter required to be submitted under the provisions of the 1940 

Act or applicable state law or otherwise to the holders of the outstanding voting securities of an investment company 

will not be deemed to have been effectively acted upon unless approved by the holders of a majority of the 

outstanding shares of each series, if any, affected by such matter.  Rule 18f-2 further provides that a series shall be 

deemed to be affected by a matter unless it is clear that the interests of each series in the matter are identical or that 

the matter does not affect any interest of such series.  Rule 18f-2 exempts the selection of the independent registered 

public accounting firm and the election of board members from the separate voting requirements of the rule. 

Shareholder Actions 

The Trust Agreement establishes a process that permits legitimate inquiries and claims to be made and considered 

while avoiding the time, expense, distraction, and other harm that can be caused to the Trust and its shareholders as 

a result of spurious shareholder claims, demands, and derivative actions.  Certain aspects of the process are 

discussed here.  With respect to a derivative action, which is where one or more shareholders bring an action in the 

name of the Trust or a series against parties allegedly causing harm to the Trust or the series, prior to the 

commencement of a derivative action, a shareholder must make a written demand on the board members requesting 

that the board members cause the Trust to file the action itself on behalf of the Trust or the affected series.  Such 

written demand must comply with the requirements of Section 9.8(b)(iii) of the Trust Agreement.  Within 150 

calendar days of the receipt of a shareholder demand submitted in accordance with the requirements of the Trust 

Agreement, the Independent Board Members will consider the merits of the claim and determine whether 

maintaining a suit would be in the best interests of the Trust or the affected series, as applicable.  If a majority of the 

Independent Board Members determine that maintaining a suit would not be in the best interests of the Trust or the 

affected series, as applicable, the demand shall be rejected and the shareholder shall not be permitted to maintain a 

derivative action unless the shareholder first sustains the burden of proof to the court that the decision of the 

Independent Board Members not to pursue the requested action was not a good faith exercise of their business 

judgment on behalf of the Trust (provided, however, that this provision does not apply to claims arising under the 

federal securities laws). With respect to a direct action, no shareholder may bring a direct action claiming injury as a 

shareholder of the Trust, or an affected series, where the matters alleged (if true) would give rise to a claim by the 

Trust or by the Trust on behalf of an affected series, unless the shareholder has suffered an injury distinct from that 

suffered by the shareholders of the Trust, or the affected series, generally (provided, however, that this provision 

does not apply to claims arising under the federal securities laws). 
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Pursuant to the Trust Agreement, any action commenced by a shareholder (i) directly against (A) the Trust or a 

series, (B) board members or officers related to, arising out of, or concerning the Trust, its business, or operations, or 

(C) otherwise related to, arising out of, or concerning the Trust, its business or operations or (ii) derivatively in the 

right or name of, or on behalf of, the Trust, or series (collectively, the "Covered Actions"), shall be brought only in 

the U.S. District Court for the District of Massachusetts (Boston Division) or, if such Covered Action may not be 

brought in that court, then such action shall be brought in the Business Litigation Session of Suffolk Superior Court 

in Massachusetts (the "Chosen Courts") (provided, however, that this provision does not apply to claims arising 

under the federal securities laws).  A Chosen Court may be less convenient and/or less favorable for a shareholder 

than one or more other courts.  In any Covered Action, there shall be no right to a jury trial. 

No provision of the Trust Agreement shall restrict any shareholder rights granted by, the Securities Act, the 

Exchange Act or the 1940 Act, or of any valid rule, regulation, or order of the SEC thereunder. 

LOCAL MARKET HOLIDAY SCHEDULES 

The Trust generally intends to effect deliveries of portfolio securities on a T+1 basis.  The ability of the Trust to 

effect in-kind redemptions within the standard settlement period following receipt of a redemption request is subject, 

among other things, to the condition that, within the time period from the date of the request to the date of delivery 

of the securities, there are no days that are local market holidays on the relevant Business Days.  For every 

occurrence of one or more intervening holidays in the local market that are not holidays observed in the United 

States, the redemption settlement cycle may be extended by the number of such intervening local holidays.  In 

addition to holidays, other unforeseeable closings in a foreign market due to emergencies may also prevent the Trust 

from delivering securities within one Business Day.  The securities delivery cycles currently practicable for 

transferring portfolio securities to redeeming investors, coupled with local market holiday schedules, may require a 

delivery process longer than the standard settlement period.  In certain circumstances during the calendar year, the 

settlement period may be greater than seven calendar days. 

FINANCIAL STATEMENTS 

The fund had not commenced operations as of the date of this SAI and therefore did not have any financial 

information to report as of that date. 

GLOSSARY 

The following are definitions of certain terms used in this Statement of Additional Information.  Other terms are 

defined in the Statement Additional Information. 

Term Meaning 

  

12b-1 Plan A Plan adopted pursuant to Rule 12b-1 under the 1940 Act 

1940 Act Investment Company Act of 1940, as amended 

Accumulation Period The period beginning on the fund's ex-dividend date and 

ending on the day preceding the next ex-dividend date. 

Administrator The Bank of New York Mellon 

Adviser BNY Mellon ETF Investment Adviser, LLC 

Adviser-sponsored An IRA or Retirement Plan sponsored by the Adviser or its 

affiliates, including the Distributor 

Affiliated Broker A broker that is (1) an affiliate of the fund, or an affiliated 

person of such person or (2) an affiliated person of which 

is an affiliated person of the fund, its Adviser or the 

Distributor Affiliated Entity An affiliate of the Adviser that, along with the Adviser, 

employs fund portfolio managers who are dual employees 

of the Adviser and such affiliate 



III-56 

Term Meaning 

AMT Federal alternative minimum tax 

Authorized Participant A Participating Party or DTC Participant that has executed 

a Participant Agreement with the Distributor, and has been 

accepted by the Trust, with respect to purchases and 

redemptions of Creation Units. 

Business Day Generally, any day on which the NYSE is open for 

business. 

BNY  The Bank of New York Mellon Corporation; BNY is the 

corporate brand of The Bank of New York Mellon 

Corporation.  BNY may also refer to BNY and its direct 

and indirect subsidiaries 

BNYIA BNY Mellon Investment Adviser, Inc. 

Cash Component The deposit of a specified cash payment, which together 

with the Deposit Securities or Deposit Cash is deposited 

for a Creation Unit 
CCO Chief Compliance Officer 

CEA Commodities Exchange Act 

CEO Chief Executive Officer 

CFTC Commodity Futures Trading Commission 

Code Internal Revenue Code of 1986, as amended 

CPO Commodity pool operator 

Creation Unit Aggregations of a specified number of shares offered and 

issued by the fund 

Custodian The Bank of New York Mellon 

Deposit Cash A cash payment equal in value to the Deposit Securities 

Deposit Securities The basket of securities part of the fund’s portfolio 

accepted for deposit for a Creation Unit 

Distributor BNY Mellon Securities Corporation 

Dividend Equivalent Payment A complete distribution of dividends on the day preceding 

the next dividend payment date of the fund, and is an 

amount equal, on a per Creation Unit basis, to the 

dividends on all the portfolio securities of the fund 

("Dividend Securities") with ex-dividend dates within the 

accumulation period for such distribution (the 

"Accumulation Period"), net of expenses and liabilities for 

such period, as if all of the Dividend Securities had been 

held by the fund for the entire Accumulation Period. 

Dividend Securities An amount equal, on a per Creation Unit basis, to the 

dividends on all the portfolio securities of the fund 

Dodd-Frank Act Dodd-Frank Wall Street Reform and Consumer Protection 

Act 

DTC Depository Trust Company 

DTC Participants Participants of DTC who hold their securities there 
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Term Meaning 

ETFs Exchange-traded funds and similar exchange-traded 

products 

Exchange The principal U.S. listing exchange of the fund.   

Exchange Act Securities Exchange Act of 1934, as amended 

FDIC Federal Deposit Insurance Corporation 

Federal Funds Monies of member banks within the Federal Reserve 

System which are held on deposit at a Federal Reserve 

Bank 

FINRA Financial Industry Regulatory Authority 

Fitch Fitch Ratings 

FNMA Federal National Mortgage Association 

Fund Deposit The Deposit Securities or Deposit Cash, as applicable, and 

the Cash Component, which represent the minimum initial 

and subsequent investment amount for a Creation Unit of 

the fund 

GNMA Government National Mortgage Association 

In-Kind Redemption Distribution to a redeeming Authorized Participant of 

redemption proceeds in whole or in part in securities or 

other assets of the fund 

Independent Board Member A board member who is not an "interested person" (as 

defined in the 1940 Act) of the Trust 

Intraday Indicative Value A measure of the intraday NAV 

IPO Initial public offering 

IRAs Individual retirement accounts (including, without 

limitation, traditional IRAs, Roth IRAs, Coverdell 

Education Savings Accounts, IRA "Rollover Accounts" or 

IRAs set up under Simplified Employee Pension Plans 

("SEP-IRAs"), Salary Reduction Simplified Employee 

Pension Plans ("SARSEPs") or Savings Incentive Match 

Plans for Employees ("SIMPLE IRAs")) 

IRS Internal Revenue Service 

ISS Institutional Shareholder Services Inc. 

Moody's Moody's Investors Service, Inc. 

NASDAQ The Nasdaq Stock Market, Inc. 

NAV Net asset value 

NFA National Futures Association 

NSCC National Securities Clearing Corporation 

NYSE New York Stock Exchange 

Participant Agreement An agreement entered into with a financial participant so 

that the participant may engage in Creation Unit 

transactions 

Participating Party A broker-dealer or other participant in the clearing process 

through the Continuous Net Settlement System of the 

NSCC 

Plans Distribution Plans, Service Plans and Shareholder Services 

Plans 

Rating Agencies S&P, Moody's, Fitch and, with respect to money market 

funds, Morningstar DBRS 
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Term Meaning 

REMIC Real estate mortgage investment conduit, as defined in the 

Code  

Retirement Plans Qualified or non-qualified employee benefit plans, such as 

401(k), 403(b)(7), Keogh, pension, profit-sharing and other 

deferred compensation plans, whether established by 

corporations, partnerships, sole proprietorships, non-profit 

entities, trade or labor unions, or state and local 

governments, but not including IRAs 

RIC Regulated investment company, as defined in the Code 

S&P Standard & Poor's Ratings Services 

SEC Securities and Exchange Commission 

Securities Act Securities Act of 1933, as amended 

Securities Lending Agent The Bank of New York Mellon 

Service Agents Certain financial intermediaries (which may include 

banks), securities dealers and other industry professionals 

that have entered into an agreement with the Distributor. 

Sub-Adviser The fund's sub-investment adviser, as described in the 

prospectus.  

Sub-Sub-Adviser The fund’s sub-sub-investment adviser, as described in the 

prospectus. 

Transfer Agent The Bank of New York Mellon 

Treasury U.S. Department of the Treasury 

USA PATRIOT Act Uniting and Strengthening America by Providing 

Appropriate Tools Required to Intercept and Obstruct 

Terrorism Act of 2001 
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APPENDIX A 

PROXY VOTING POLICIES AND PROCEDURES OF FIRMS DELEGATED FUND PROXY VOTING 

AUTHORITY 

Newton Investment Management Limited/Newton Investment Management North America, LLC 

("Newton") 

Proxy Voting by Newton 

Newton has adopted and implemented the Proxy Voting Policies and Procedures (the "Policy"), which it believes is 

reasonably designed to:  

• Ensure that voting rights1 are exercised;  

• Ensure voting decisions are taken in the best interests of clients and in line with governance best 

practice, aiming to protect our clients' rights as minority shareholders;  

• Address potential material conflicts of interest that may arise; and  

 

• Meet disclosure requirements and expectations in connection with voting responsibilities and 

activities undertaken. 

Voting Guidelines  

Newton has established overarching voting guidelines which inform our ultimate voting decision, based on guidance 

established by internationally recognized governance principles including the OECD Corporate Governance 

Principles, the ICGN Global Governance Principles, the UK Investment Association's Principles of Remuneration 

and the UK Corporate Governance Code, in addition to other local governance codes.   

All voting decisions are based on Newton's voting guidelines.  We have used the services of an independent voting 

service provider to translate these guidelines into explicit voting actions forming a bespoke voting policy for 

Newton.   This policy will be applied to all our votable holdings, enabling a universal approach to our voting while 

allowing us to deploy in-depth case-by-case analysis from the stewardship team for those issuers and/or proposals 

which merit greater focus due to the materiality of our investment or the importance of the issue at hand (e.g., 

shareholder resolution, corporate action, related-party transactions). In these instances, communication with or input 

from the wider investment team may be sought, as well as, if relevant, engagement with the company.  The 

stewardship team retains the ultimate discretion to deviate the vote instruction from Newton's bespoke policy's 

recommendation.  

Our active approach to voting means that our voting decisions reflect our investment rationale and the company's 

approach to relevant codes, market practices and regulations.  These are applied to the company's unique situation, 

while also taking into account any explanations offered for why the company has adopted a certain position or 

policy.  

Newton seeks to make proxy voting decisions that are in the best long-term financial interests of its clients and 

which seek to support investor value creation by supporting proposals that are consistent with our corporate 

governance views and investment case.  

In general, voting decisions are taken consistently across all Newton's clients that are invested in the same 

underlying company.  This is in line with Newton's investment process that focuses on the long-term success of the 

  
1 We do not acquire or hold securities to influence control of management under Rules 13d-1(b) and 13d-1(c) of the Securities 

Exchange Act of 1934. Any expression of our views or voting policy during meetings is not intended, and should not be 

construed, as an indication of voting intentions, support for any action, or an attempt to influence management control. 
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investee company.  Further, it is Newton's intention to exercise voting rights in all circumstances where it retains 

voting authority.  This may be hindered by various practical considerations.  For instance, in certain markets, shares 

are "blocked" before the exercise of voting rights.  Blocking consists of placing the stock on a register for a number 

of days spanning the meeting.  During the share-blocked period, the shares cannot be traded freely.   

In markets where share blocking is practiced, Newton will vote only when the resolution is not in shareholders' best 

interests and where restricting the ability to trade is not expected to adversely affect the value of clients' holdings.  

Another common barrier to voting is the requirement at market or company level for a Power of Attorney to be in 

place.  In cases where our clients have not put these Powers of Attorney into place, we will not submit a vote.  

Newton's Governance Principles and Voting Guidelines are available on our website and on demand.   

Voting Procedures 

All voting opportunities are communicated to Newton by way of an electronic voting platform.  Moreover, the 

Stewardship Team has set up a series of email alerts and notifications on the electronic voting platform designed to 

ensure all meetings are voted in time and the significant holdings are captured and looked at internally.  

The Stewardship team reviews the bespoke policy recommendation for all issuers and/or proposals which merit 

greater focus due to the materiality of our investment or the importance of the issue at hand (e.g., shareholder 

resolution, corporate action, related-party transactions) for matters of concern.  Any such contentious issues 

identified may be referred to the appropriate global fundamental equity analyst or portfolio manager for comment.   

An electronic voting service is employed to submit voting decisions.  

Voting Service Providers 

Newton utilizes an independent voting service provider for the purposes of managing upcoming meetings via its 

electronic platform, providing research and for implementing Newton's bespoke voting policy and issuing 

recommendations based on this policy.   

Newton's external voting provider is subject to the requirements set by Newton's Vendor Management Oversight 

Group. As such, regular due diligence meetings are held and minutes maintained with this provider, which includes 

reviewing its operational performance, service quality, robustness of research and its internal controls, including 

management of its potential material conflicts of interest. In addition, and along with its other clients, Newton 

participates in consultations that seek specific feedback on proxy voting matters.  This helps ensure alignment of 

interest between Newton's expectations and the voting recommendations provided by the external provider. 

Acting Collectively  

Subject to applicable law and reporting regulations, Newton will work collectively with other investors as well as 

trade associations, government bodies and non-governmental organizations to develop best practice, raise awareness 

of a concern or enhance the effectiveness of engagement activities.  When considering action and also when acting 

collectively on a specific issue of concern with a company, we exercise caution in order to avoid situations of being 

unintentionally in receipt of Material Non-Public Information, breaching relevant anti-trust or anti-competitive rules 

and regulations, or being considered acting in concert with one or more other investors. 

 

Conflicts of Interest  

Where Newton acts as a proxy for its clients, a conflict could arise between Newton (including BNY funds or 

affiliate funds), the investee company and/or a client when exercising voting rights.  Newton has in place procedures 

for ensuring potential material conflicts of interests are mitigated, while its clients' voting rights are exercised in 

their best interests.  Newton seeks to avoid potential material conflicts of interest through: 

I. the establishment of Newton's Governance Principles and Voting Guidelines, which are applied in an 

objective and consistent manner across client accounts, based on, the application of Newton's bespoke 
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voting policy and analysis drawn from internal and external research, as applicable and without 

consideration of any Newton or BNY client relationship factors;  

II. the establishment of an independent stewardship team, which executes Newton's proxy voting activities; 

and 

III. internal oversight groups.  

Where a potential material conflict of interest exists between Newton, BNY, the underlying company and/or a client, 

the voting recommendations of an independent third-party proxy service provider will be applied. 

All instances where a potential material conflict of interest has been recognized and where Newton engages its 

proxy voting service provider are disclosed in our annual stewardship report. 

Newton employees are required to identify any potential or actual conflicts of interest and take appropriate action to 

avoid or manage these and report them to Newton's Conflicts of Interest Committee for review.  Further information 

can be found in Newton's Conflicts of Interest Policy (https://www.newtonim.com/global/special-document/conflict-

of-interest-policy).  Newton employees are required to identify any potential or actual conflicts of interest and take 

appropriate action to avoid or manage these and report them to Newton's Conflicts of Interest Committee for review.  

Further information can be found in Newton's Conflicts of Interest Policy. 

Disclosures and Reporting 

We publish two major reports each year: (i) our annual stewardship report which provides an overview of our 

approach to stewardship and provides case studies on our engagement, advocacy and voting activities; and (ii) a 

post-season voting report outlining our views and approach on key trends observed, an overview of how we voted 

on shareholder proposals, and case studies on significant holdings and high profile names. 

We also publish our quarterly vote record which includes voting rationale for decisions not aligned with the 

recommendations of the underlying company's management and for decisions on all shareholder proposed 

resolutions. 

Newton's Governance Principles and Voting Guidelines describes our approach to the exercise of voting rights and 

are available on our website and on demand.  

Newton's Governance Principles and Voting Guidelines document and procedures is also summarized in its Form 

ADV, which is filed with the SEC and furnished to clients upon request. Newton will provide clients with a copy of 

its policies noted above upon request, as well as information on how their proxies were voted by Newton.  

Securities Lending 

Newton does not engage in securities lending on behalf of its clients; this activity is at the discretion of individual 

clients.  For certain funds that are managed by BNY, and where Newton is appointed as investment manager or sub-

advisor, the fund boards have entered into securities-lending programs.  The nature of our relationship has allowed 

us to agree to a recommended list of restricted securities for the purposes of lending.  This list is updated on a 

quarterly basis. 

Controls, Record Keeping and Auditing 

Newton has established a Sustainability Committee that oversees all aspects relating to sustainability at Newton, 

including Newton's investments, direct impacts and engagement with communities and engagement with financial 

markets (advocacy) regarding sustainability issues.  This includes Newton's approach to the exercise of voting 

rights.  

Records are kept of all voting decisions, including evidence of the submission and approval process which are 

subject to external audit.  In addition, the Corporate Actions team reports monthly on critical risk indicators in 

relation to voting matters.  Further, Compliance Monitoring carry out reviews of Newton's proxy voting policies and 

procedures on a risk-based approach to confirm Newton's compliance with this policy.  

https://www.newtonim.com/global/special-document/conflict-of-interest-policy
https://www.newtonim.com/global/special-document/conflict-of-interest-policy
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=2ahUKEwjftNjriKTnAhXmSxUIHcJWBD8QFjAAegQIAhAB&url=https%3A%2F%2Fwww.newtonim.com%2Fglobal%2Fspecial-document%2Fconflict-of-interest-policy%2F&usg=AOvVaw2U7yf7Mnbw47G1BPupjDiw
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