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This Statement of Additional Information (“SAI”) is not a prospectus. It relates to the prospectus of the Impact Shares MSCI Global

Climate Select ETF (the “Fund”) dated November 1, 2021 (the “Prospectus”) and should be read in conjunction therewith. Copies of the

Prospectus and the Fund’s annual report, when available, will be available free of charge by calling the Fund at 844-448-3383

(844-GIVE-ETF), visiting the Fund’s website (www.impactetfs.org) or writing to the Fund, Impact Shares Trust I, 2189 Broken Bend

Frisco, Texas 75034. Capitalized terms used in this SAI and not otherwise defined have the meanings given them in the Fund’s Prospectus.

The principal U.S. national stock exchange on which the Fund is listed is NYSE Arca, Inc. (the “Exchange”).



TABLE OF CONTENTS
 
THE FUND    1 

DESCRIPTION OF INVESTMENTS AND RISK FACTORS    1 

PORTFOLIO TURNOVER    10 

INVESTMENT RESTRICTIONS    11 

NON-DIVERSIFIED STATUS    12 

BORROWING    12 

MANAGEMENT OF THE TRUST    13 

INVESTMENT ADVISORY SERVICES    20 

INFORMATION REGARDING PORTFOLIO MANAGER    22 

ADMINISTRATOR    24 

DISTRIBUTOR    24 

TRANSFER AGENT    24 

CUSTODIAN    24 

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM    25 

PORTFOLIO TRANSACTIONS AND BROKERAGE    25 

DESCRIPTION OF THE FUND’S SHARES    26 

CONTROL PERSONS AND PRINCIPAL SHAREHOLDERS    27 

PURCHASE AND REDEMPTION OF SHARES    27 

INCOME TAX CONSIDERATIONS    31 

FINANCIAL STATEMENTS    41 

APPENDIX A    42 
 

-i-



THE FUND

The Fund is a non-diversified series of Impact Shares Trust I (the “Trust”), an open-end management investment company organized as a

Delaware statutory trust pursuant to a Declaration of Trust dated May 19, 2016. This SAI relates only to the Fund.

The Fund is an exchange-traded fund (“ETFs”) and shares of the Fund are listed on NYSE Arca, Inc. (the “Exchange”). The shares will

trade on the Exchange at market prices that may differ to some degree from the shares’ net asset value (“NAV”). The Fund issues and

redeems shares on a continuous basis at NAV in large, specified numbers of shares called “Creation Units.” Creation Units are issued and

redeemed in-kind for securities included in the Fund’s underlying indices (the “Underlying Indices” or “Index”) and/or for cash at the

discretion of the Fund. Except when aggregated in Creation Units, shares are not redeemable securities of the Fund. Retail investors,

therefore, generally will not be able to purchase the shares directly from the Fund. Rather, most retail investors will purchase shares in the

secondary market with the assistance of a broker.

Exchange Listing and Trading

There can be no assurance that the requirements of the Exchange necessary to maintain the listing of shares of the Fund will be met. The

Exchange may remove the Fund from listing under certain circumstances.

As in the case of all equities traded on the Exchange, brokers’ commissions on transactions in the Fund will be based on negotiated

commission rates at customary levels for retail customers.

DESCRIPTION OF INVESTMENTS AND RISK FACTORS

The following information supplements the discussion of the investment policies and strategies of the Fund as described in the Prospectus.

In pursuing their objectives, the Fund will invest as described in the Prospectus and as described below with respect to the following

additional investment policies and strategies.

The Underlying Index for the Fund is rebalanced quarterly. The Index Provider, as defined below, also reviews semi-annually the

parameters used in the selection of component securities of the Underlying Index (“Component Securities”), including the eligibility

criteria and relevant ESG screens, to ensure that each Underlying Index continues to reflect the underlying market, environmental and

social goals referenced in the Underlying Index. The review consists of a qualitative and quantitative assessment of any developments in

the market related to the environmental and social goals referenced in the Underlying Index or in terms of market size, depth and overall

liquidity conditions of the market.

The Fund may change its benchmark or its Underlying Index at any time without shareholder approval, including if, for example, the

Underlying Index becomes unavailable; the Board of Trustees (the “Board”) believes that the Underlying Index no longer serves the

investment needs of a majority of shareholders or that another index may better serve their needs; or if the financial or economic

environment makes it difficult for the Fund’s investment results to correspond sufficiently to its current benchmark or the Underlying

Index. The Fund may specify a benchmark index that is “leveraged” or proprietary. There can be no assurance that the Fund will achieve

its investment objectives.

The Fund engages in representative sampling, which is investing in a sample of securities selected by Impact Shares, Corp. (“Impact

Shares” or the “Adviser”) to have a collective investment profile similar to that of the applicable Underlying Index. Securities selected

have aggregate social characteristics (companies advancing the referenced social cause), investment characteristics (based on market

capitalization and industry weightings), fundamental characteristics (such as yield, credit rating, maturity and duration) and liquidity

measures similar to those of the applicable Underlying Index. Because the Fund uses representative sampling, they may not hold all of the

securities that are in its Underlying Index.

The Fund generally invests at least 80% of its total assets, plus any borrowings for investment purposes, in Component Securities. The

Fund may invest the remainder of their assets in securities not included in their Underlying Index, but which the Adviser believes will help

the Fund track the Underlying Index. For example, the Fund may invest in securities that are not components of their Underlying Index to

reflect various corporate actions (such as mergers) and other changes in the Underlying Index (such as reconstitutions, additions and

deletions). The Fund may invest without limitation in warrants and may also use derivatives, primarily swaps (including equity, variance

and volatility swaps), options and futures contracts on securities, interest rates and/or currencies, as substitutes for direct investments the

Fund can make. The Fund may also use derivatives such as swaps, options (including options on futures), futures, and foreign currency

transactions (e.g., foreign currency swaps, futures and forwards) to any extent deemed by the Adviser to be in the best interest of the Fund,



and to the extent permitted by the Investment Company Act of 1940, as amended (the “1940 Act”), to hedge various investments for risk

management and speculative purposes. The Fund may also invest in cash and cash equivalents.
 

-1-



In addition, the Adviser may also invest some of the Fund’s assets in short-term U.S. government obligations, certificates of deposit,

commercial paper and other money market instruments to enable the Fund to make investments quickly and to serve as collateral with

respect to certain of its investments. The Fund may purchase securities on a when-issued or forward commitment basis. From time to time,

in the sole discretion of the Adviser, cash balances of the Fund may be placed in a money market fund or investments may be made in

shares of other investment companies, including other ETFs, subject to the applicable limits under the 1940 Act.

Role in Affairs of Portfolio Companies. The Adviser may take an active role in the affairs of the companies in which the Fund has

positions, most notably through voting proxies with respect to the Fund’s portfolio holdings consistent with those desired social outcomes

expressed by the fund’s social objectives. It is the policy of the Fund to take such steps as are necessary to protect their economic interests

and advance the referenced social causes. If the opportunity presents itself, the Adviser reserves the option for any of its officers, directors

or affiliates to accept a role on the board of directors of any company, regardless of whether the Fund holds any of the company’s

securities.

Pandemic Risk.

The continuing spread of an infectious respiratory illness caused by a novel strain of coronavirus (known as COVID-19) has caused

volatility, severe market dislocations and liquidity constraints in many markets, including securities the Fund holds, and may adversely

affect the Fund’s investments and operations. The outbreak was first detected in December 2019 and subsequently spread globally. The

transmission of COVID-19 and efforts to contain its spread have resulted in international and domestic travel restrictions and disruptions,

closed international borders, enhanced health screenings at ports of entry and elsewhere, disruption of and delays in healthcare service

preparation and delivery, quarantines, event and service cancellations or interruptions, disruptions to business operations (including staff

reductions), supply chains and consumer activity, as well as general concern and uncertainty that has negatively affected the economic

environment. These disruptions have led to instability in the marketplace, including stock and credit market losses and overall volatility.

The impact of COVID-19, and other infectious illness outbreaks, epidemics or pandemics that may arise in the future, could adversely

affect the economies of many nations or the entire global economy, the financial performance of individual issuers, borrowers and sectors

and the health of the markets generally in potentially significant and unforeseen ways. In addition, the impact of infectious illnesses, such

as COVID-19, in emerging market countries may be greater due to generally less established healthcare systems.

This crisis or other public health crises may exacerbate other pre-existing political, social and economic risks in certain countries or

globally. The Fund, the Adviser and their service providers have in place business continuity plans reasonably designed to ensure that they

maintain normal business operations, and that the Fund, its portfolio and assets are protected. However, in the event of a pandemic or an

outbreak, such as COVID-19, there can be no assurance that the Fund, its Adviser and service providers, or the issuers of securities in the

Fund’s portfolio, will be able to maintain normal business operations for an extended period of time or will not lose the services of key

personnel on a temporary or long-term basis due to illness or other reasons. A pandemic or disease could also impair the in operational

systems upon which the Adviser relies and could otherwise disrupt the ability of the Fund’s service providers to perform essential tasks.

The foregoing could lead to a significant economic downturn or recession, increased market volatility, a greater number of market closures,

higher default rates and adverse effects on the values and liquidity of securities or other assets. Such impacts, which may vary across asset

classes, may adversely affect the performance of the Fund’s investments, the Fund and your investment in the Fund. In certain cases, an

exchange or market may close or issue trading halts on either specific securities or even the entire market, which may result in the Fund

being, among other things, unable to buy or sell certain securities or financial instruments or to accurately price its investments.

Governmental authorities and regulators throughout the world, such as the U.S. Federal Reserve, have in the past responded to major

economic disruptions with changes to fiscal and monetary policy, including but not limited to, direct capital infusions, new monetary

programs and dramatically lower interest rates. Certain of those policy changes are being implemented in response to the COVID-19

pandemic. Such policy changes may adversely affect the value, volatility and liquidity of dividend and interest paying securities. The effect

of recent efforts undertaken by the U.S. Federal Reserve to address the economic impact of the COVID-19 pandemic, such as the reduction

of the federal funds target rate, and other monetary and fiscal actions that may be taken by the U.S. federal government to stimulate the

U.S. economy, are not yet fully known. The duration of the COVID-19 outbreak and its full impacts are also unknown, resulting in a high

degree of uncertainty for potentially extended periods of time, especially in certain sectors in which the Fund may make investments.

Illiquid Securities

Historically, illiquid securities have included securities subject to contractual or legal restrictions on resale because they have not been

registered under the Securities Act of 1933, as amended (the “Securities Act”), securities that are otherwise not readily marketable and

repurchase agreements having a maturity of longer than seven days. Securities that have not been registered under the Securities Act are

referred to as “private placements” or “restricted securities” and are purchased directly from the issuer or in the secondary market.
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Open-end investment companies do not typically hold a significant amount of these restricted securities or other illiquid securities because

of the potential for delays on resale and uncertainty in valuation. Limitations on resale may have an adverse effect on the marketability of

portfolio securities and an investment company might be unable to dispose of restricted or other illiquid securities promptly or at

reasonable prices and might thereby experience difficulty satisfying redemptions within seven days. An investment company might also

have to register such restricted securities in order to dispose of them, which would result in additional expense and delay. Adverse market

conditions could impede such a public offering of securities. The Fund may not acquire any illiquid securities if, as a result thereof, more

than 15% of the market value of the Fund’s net assets would be in investments that are illiquid or otherwise not readily marketable. Rule

22e-4 under the 1940 Act requires the Fund to adopt a liquidity risk management program to assess and manage its liquidity risk. Under its

program, the Fund is required to classify its investments into specific liquidity categories and monitor compliance with limits on

investments in illiquid securities. While the liquidity risk management program attempts to assess and manage liquidity risk, there is no

guarantee it will be effective in its operations and it may not reduce the liquidity risk inherent in the Fund’s investments.

In recent years, however, a large institutional market has developed for certain securities that are not registered under the Securities Act,

including repurchase agreements, commercial paper, foreign securities, municipal securities and corporate bonds and notes. Institutional

investors depend on an efficient institutional market in which the unregistered security can be readily resold or on an issuer’s ability to

honor a demand for repayment. The fact that there are contractual or legal restrictions on resale of such investments to the general public or

to certain institutions may not be indicative of their liquidity.

Rule 144A Securities. The SEC has adopted Rule 144A, which allows a broader institutional trading market for securities otherwise subject

to restriction on their resale to the general public. Rule 144A establishes a “safe harbor” from the registration requirements of the Securities

Act on resales of certain securities to qualified institutional buyers.

The Fund may purchase securities in the United States that are not registered for sale under federal securities laws, but which can be resold

to institutions under SEC Rule 144A or under an exemption from such laws. Provided that a dealer or institutional trading market in such

securities exists, these restricted securities or Rule 144A securities are treated as exempt from the Fund’s limit on illiquid securities. The

Adviser will determine the liquidity of restricted securities or Rule 144A securities by looking at factors such as source quotes, frequency

of quotes, number of sources with size, bid-offer spreads, average quote size and movers’ count. If institutional trading in restricted

securities or Rule 144A securities were to decline, the Fund’s illiquidity could increase, and the Fund could be adversely affected.

Section 4(a)(2) Commercial Paper. The Fund may invest in commercial paper issued in reliance on the exemption from registration

afforded by Section 4(a)(2) of the Securities Act. Section 4(a)(2) commercial paper is restricted as to disposition under federal securities

laws and is generally sold to institutional investors who agree that they are purchasing the paper for investment purposes and not with a

view to public distribution. Any resale by the purchaser must be in an exempt transaction. Section 4(a)(2) commercial paper is normally

resold to other institutional investors through or with the assistance of the issuer or investment dealers who make a market in Section 4(a)

(2) commercial paper, thus providing liquidity. The Adviser believes that Section 4(a)(2) commercial paper and possibly certain other

restricted securities that meet the criteria for liquidity established by the Board are quite liquid. The Fund intends therefore, to treat the

restricted securities which meet the criteria for liquidity established by the Board, including Section 4(a)(2) commercial paper, as

determined by the Adviser, as liquid and not subject to the investment limitation applicable to illiquid securities. In addition, because

Section 4(a)(2) commercial paper is liquid, the Fund does not intend to subject such paper to the limitation applicable to restricted

securities. The Fund will not invest more than 10% of their total assets in restricted securities (excluding Rule 144A securities).

Borrowing and Lending

Borrowing. The Fund may borrow money from banks (including their custodian banks) or from other lenders to the extent permitted under

applicable law. The 1940 Act requires the Fund maintain asset coverage of at least 300% for all such borrowings and should such asset

coverage at any time fall below 300%, the Fund would be required to reduce their borrowings within three days to the extent necessary to

meet the requirements of the 1940 Act. The Fund will not make any borrowing that would cause their outstanding borrowings to exceed

one-third of the value of their total assets (including the proceeds of such borrowing) immediately following such borrowing. To reduce

their borrowings, the Fund might be required to sell securities at a time when it would be disadvantageous to do so. In addition, because

interest on money borrowed is an expense that it would not otherwise incur, the Fund may have less net investment income during periods

when their borrowings are substantial. The interest paid by the Fund on borrowings may be more or less than the yield on the securities

purchased with borrowed funds, depending on prevailing market conditions. to a securities lending agreement approved by the Board and

under the terms, structure and the aggregate amount of such loans consistent with the 1940 Act. Lending portfolio securities increases the

lender’s income by receiving a fixed fee or a percentage of the collateral, in addition to receiving the interest or dividend on the securities

loaned. As collateral for the loaned securities, the borrower gives the lender collateral equal to at least 100% of the value of the loaned

securities. The collateral may consist of cash (including U.S. dollars), securities issued by the U.S. government or its agencies or

instrumentalities, or such other collateral as may be approved by the Board. The borrower must also agree to increase the collateral if the



value of the loaned securities increases but may request some of the collateral be returned if the market value of the loaned securities goes

down.
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During the existence of the loan, the lender will receive from the borrower amounts equivalent to any dividends, interest or other

distributions on the loaned securities, as well as interest on such amounts. Loans are subject to termination by the lender or a borrower at

any time. The Fund may choose to terminate a loan in order to vote in a proxy solicitation.

During the time a security is on loan and the issuer of the security makes an interest or dividend payment, the borrower pays the lender a

substitute payment equal to any interest or dividends the lender would have received directly from the issuer of the security if the lender

had not loaned the security. When a lender receives dividends directly from domestic or certain foreign corporations, a portion of the

dividends paid by the lender itself to its shareholders and attributable to those dividends (but not the portion attributable to substitute

payments) may be eligible for (i) treatment as “qualified dividend income” in the hands of individuals or (ii) the federal dividends received

deduction in the hands of corporate shareholders. The Adviser expects generally to follow the practice of causing the Fund to terminate a

securities loan – and forego any income on the loan after the termination – in anticipation of a dividend payment. By doing so, a lender

would receive the dividend directly from the issuer of the securities, rather than a substitute payment from the borrower of the securities,

and thereby preserve the possibility of those tax benefits for certain shareholders. A lender’s shares may be held by affiliates of the Adviser,

and the Adviser’s termination of securities loans under these circumstances (resulting in the lender’s foregoing income from the loans after

the termination) may provide an economic benefit to those affiliates.

Securities Lending. Securities lending involves lending of portfolio securities to qualified broker/dealers, banks or other financial

institutions who may need to borrow securities in order to complete certain transactions, such as covering short sales, avoiding failure to

deliver securities, or completing arbitrage operations. Securities are loaned pursuant to a securities lending agreement approved by the

Board and under the terms, structure and the to a securities lending agreement approved by the Board and under the terms, structure and

the aggregate amount of such loans consistent with the 1940 Act. Lending portfolio securities increases the lender’s income by receiving a

fixed fee or a percentage of the collateral, in addition to receiving the interest or dividend on the securities loaned. As collateral for the

loaned securities, the borrower gives the lender collateral equal to at least 100% of the value of the loaned securities. The collateral may

consist of cash (including U.S. dollars), securities issued by the U.S. government or its agencies or instrumentalities, or such other

collateral as may be approved by the Board. The borrower must also agree to increase the collateral if the value of the loaned securities

increases but may request some of the collateral be returned if the market value of the loaned securities goes down.

During the existence of the loan, the lender will receive from the borrower amounts equivalent to any dividends, interest or other

distributions on the loaned securities, as well as interest on such amounts. Loans are subject to termination by the lender or a borrower at

any time. The Fund may choose to terminate a loan in order to vote in a proxy solicitation.

During the time a security is on loan and the issuer of the security makes an interest or dividend payment, the borrower pays the lender a

substitute payment equal to any interest or dividends the lender would have received directly from the issuer of the security if the lender

had not loaned the security. When a lender receives dividends directly from domestic or certain foreign corporations, a portion of the

dividends paid by the lender itself to its shareholders and attributable to those dividends (but not the portion attributable to substitute

payments) may be eligible for (i) treatment as “qualified dividend income” in the hands of individuals or (ii) the federal dividends received

deduction in the hands of corporate shareholders. The Adviser expects generally to follow the practice of causing the Fund to terminate a

securities loan – and forego any income on the loan after the termination – in anticipation of a dividend payment. By doing so, a lender

would receive the dividend directly from the issuer of the securities, rather than a substitute payment from the borrower of the securities,

and thereby preserve the possibility of those tax benefits for certain shareholders. A lender’s shares may be held by affiliates of the Adviser,

and the Adviser’s termination of securities loans under these circumstances (resulting in the lender’s foregoing income from the loans after

the termination) may provide an economic benefit to those affiliates.

Securities lending involves counterparty risk, including the risk that a borrower may not provide additional collateral when required or

return the loaned securities in a timely manner. Counterparty risk also includes a potential loss of rights in the collateral if the borrower or

the Lending Agent defaults or fails financially. This risk is increased if loans are concentrated with a single borrower or limited number of

borrowers. There are no limits on the number of borrowers that may be used, and securities may be loaned to only one or a small group of

borrowers. Participation in securities lending also incurs the risk of loss in connection with investments of cash collateral received from the

borrowers. Cash collateral is invested in accordance with investment guidelines contained in the Securities Lending Agreement and

approved by the Board. Some or all of the cash collateral received in connection with the securities lending program may be invested in

one or more pooled investment vehicles, including, among other vehicles, money market funds managed by the Lending Agent (or its

affiliates). The Lending Agent shares in any income resulting from the investment of such cash collateral, and an affiliate of the Lending

Agent may receive asset-based fees for the management of such pooled investment vehicles, which may create a conflict of interest

between the Lending Agent (or its affiliates) and the Fund with respect to the management of such cash collateral. To the extent that the

value or return on investments of the cash collateral declines below the amount owed to a
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borrower, the Fund may incur losses that exceed the amount it earned on lending the security. The Lending Agent will indemnify the Fund

from losses resulting from a borrower’s failure to return a loaned security when due, but such indemnification does not extend to losses

associated with declines in the value of cash collateral investments.

Money Market Instruments. The Fund may invest in money market instruments. Money market securities are high-quality, dollar-

denominated, short-term instruments. They consist of (i) bankers’ acceptances, certificates of deposit, notes and time deposits of highly-

rated U.S. banks and U.S. branches of foreign banks; (ii) U.S. Treasury obligations and obligations issued or guaranteed by agencies and

instrumentalities of the U.S. government; (iii) high-quality commercial paper issued by U.S. foreign corporations; and (iv) debt obligations

with a maturity of one year or less issued by corporations with outstanding high-quality commercial paper ratings.

Asset Coverage. To assure that the Fund’s use of futures and related options, as well as when issued and delayed- delivery transactions,

forward currency contracts and swap transactions, are not used to achieve investment leverage, the Fund will cover such transactions, as

required under applicable SEC interpretations, either by owning the underlying securities or by earmarking liquid securities with their

custodian in an amount at all times equal to or exceeding the Fund’s outstanding commitment with respect to these instruments or

contracts.

Securities of Other Investment Companies. Such investments are subject to limitations prescribed by the 1940 Act unless an SEC

exemption is applicable or as may be permitted by rules under the 1940 Act or SEC staff interpretations thereof. The 1940 Act limitations

currently provide, in part, that the Fund may not purchase shares of an investment company if (a) such a purchase would cause the Fund to

own in the aggregate more than 3% of the total outstanding voting stock of the investment company; (b) such a purchase would cause the

Fund to have more than 5% of their total assets invested in the investment company; or (c) more than 10% of the Fund’s total assets would

be invested in the aggregate in all investment companies. These investment companies typically incur fees that are separate from those fees

incurred directly by the Fund. The Fund’s purchase of such investment company securities results in the layering of expenses, such that

shareholders would indirectly bear a proportionate share of the operating expenses of such investment companies, including advisory fees,

in addition to paying Fund expenses.

Operating Deficits. The expenses of operating the Fund (including the fees payable to the Adviser) may exceed its income, thereby

requiring that the difference be paid out of the Fund’s capital, reducing the Fund’s investments and potential for profitability.

Accuracy of Public Information. To the extent that the Fund invests any of its assets in securities other than publicly traded securities, the

Adviser selects investments for the Fund, in part, on the basis of information and data filed by issuers with various government regulators

or made directly available to the Adviser by the issuers or through sources other than the issuers. Although the Adviser evaluates all such

information and data and ordinarily seeks independent corroboration when the Adviser considers it appropriate and when such

corroboration is reasonably available, the Adviser is not in a position to confirm the completeness, genuineness or accuracy of such

information and data.

Derivatives

The Fund may invest in various derivatives instruments. Generally, a derivative is a financial arrangement, the value of which is based on,

or “derived” from, a traditional security, asset or market index. There are, in fact, many different types of derivatives and many different

ways to use them. There is a range of risks associated with those uses. Futures and options are commonly used for traditional hedging

purposes, among other purposes, to attempt to protect the Fund from exposure to changing interest rates, securities prices or currency

exchange rates and as a low-cost method of gaining exposure to a particular securities market without investing directly in those securities.

However, some derivatives are used for leverage, which tends to magnify the effects of an instrument’s price changes as market conditions

change. Leverage involves the use of a small amount of money to control a large amount of financial assets and can in some circumstances

lead to significant losses.

The U.S. government has enacted legislation that provides for new regulation of the derivatives market, including clearing, margin,

reporting, and registration requirements. The European Union and countries outside of the European Union have implemented similar

requirements that affect the Fund when it enters into a derivatives transaction with a counterparty organized in that country or otherwise

subject to that country’s derivatives regulations. Because these requirements are new and evolving (and some of the rules are not yet final),

their ultimate impact remains unclear. Central clearing is expected to reduce counterparty risk and increase liquidity, however, there is no

assurance that it will achieve that result, and in the meantime, central clearing and related requirements expose the Fund to new kinds of

costs and risks.

Options. An option on a security is a contract that gives the holder of the option, in return for a premium, the right to buy from (in the case

of a call) or sell to (in the case of a put) the writer of the option the security underlying the option at a specified exercise or “strike” price.
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The Fund may write (sell) covered call and put options (“covered options”) on stocks, securities, futures contracts, indices and foreign

currencies, among other assets, in an attempt to track the performance of such underlying asset or index. When the Fund writes a covered

call option, they give the purchaser of the option the right to buy, and obligates the writer to sell, the underlying security at the price

specified in the option (the “exercise price”) by exercising the option at any time during the option period. If the option expires

unexercised, the Fund will realize income in an amount equal to the premium received for writing the option. If the option is exercised, a

decision over which the Fund has no control, the Fund must sell the underlying security to the option holder at the exercise price. By

writing a covered call option, the Fund foregoes, in exchange for the premium less the commission (“net premium”), the opportunity to

profit during the option period from an increase in the market value of the underlying security above the exercise price.

When the Fund writes a covered put option, it gives the purchaser of the option the right to sell, and obligates the writer to buy, the

underlying security to the Fund at the specified exercise price at any time during the option period. If the option expires unexercised, the

Fund will realize income in the amount of the premium received for writing the option. If the put option is exercised, a decision over which

the Fund has no control, the Fund must purchase the underlying security from the option holder at the exercise price. By writing a covered

put option, the Fund, in exchange for the premium received, accepts the risk of a decline in the market value of the underlying security

below the exercise price.

The Fund may terminate their obligation as the writer of a call or put option by purchasing an option with the same exercise price and

expiration date as the option previously written. This transaction is called a “closing purchase transaction.” With respect to writing covered

options, the Fund will realize a profit or loss for a closing purchase transaction if the amount paid to purchase an option is less or more, as

the case may be, than the amount received from the sale thereof. To close out a position as a purchaser of an option, the Fund may make a

“closing sale transaction” which involves liquidating the Fund’s position by selling the option previously purchased. Where the Fund

cannot effect a closing purchase transaction, they may be forced to incur brokerage commissions or dealer spreads in selling securities they

receive, or they may be forced to hold underlying securities until an option is exercised or expires.

When the Fund writes a call option, they will “cover” their outstanding obligation by owning and earmarking the underlying security or

other assets on the books of the Fund’s custodian. When the Fund writes a put option, they will “cover” their outstanding obligation by

earmarking assets at the Fund’s custodian.

The Fund may purchase call and put options on any securities in which they may invest. The purchase of a call option would entitle the

Fund, in exchange for the premium paid, to purchase a security at a specified price during the option period. The Fund would ordinarily

have an economic gain if the value of the securities increased above the exercise price sufficiently to cover the premium and would have

an economic loss if the value of the securities remained at or below the exercise price plus the premium during the option period.

The purchase of a put option would entitle the Fund, in exchange for the premium paid, to sell a security, which may or may not be held in

the Fund’s portfolio, at a specified price during the option period. Put options also may be purchased by the Fund for the purpose of

affirmatively benefiting from a decline in the price of securities which the Fund do not own. Upon exercise, the Fund would ordinarily

realize a gain if the value of the securities decreased below the exercise price sufficiently to cover the premium and would realize a loss if

the value of the securities remained at or above the exercise price, less the premium. Gains and losses on the purchase of put options would

tend to be offset by countervailing changes in the value of underlying portfolio securities.

Options on Securities Indices. The Fund may purchase and write put and call options on securities indices listed on domestic and on

foreign exchanges. Such options give the holder the right to receive a cash settlement during the term of the option based upon the

difference between the exercise price and the value of the index. Options on securities indices entail risks in addition to the risks of options

on securities. The absence of a liquid secondary market to close out options positions on securities indices is more likely to occur. Use of

options on securities indices also entails the risk that trading in such options may be interrupted if trading in certain securities included in

the index is interrupted.

Because options on securities indices require settlement in cash, the Adviser may be forced to liquidate portfolio securities to meet

settlement obligations. When the Fund writes a put or call option on a securities index, they will cover the position by earmarking assets

with the Fund’s custodian.

Futures Contracts and Related Options. To the extent consistent with applicable law, the Fund may invest in futures contracts on, among

other things, individual equity securities, securities indices, interest rates, currencies and inflation indices. The sale of a futures contract

creates an obligation by the Fund, as sellers, to deliver the specific type of financial instrument called for in the contract at a specified

future time for a specified price. At the time a futures contract is purchased or sold, the Fund must allocate cash or securities as a deposit

payment (“initial margin”). It is expected that the initial margin that the Fund will pay may range from approximately 1% to approximately

5% or greater of the value of the specified amount of securities or commodities underlying the contract. In certain circumstances, however,



such as periods of high volatility, the Fund may be required by an exchange to increase the level of their initial margin payment. Certain

futures contracts are physically settled (i.e., involve the making and taking of delivery of a specified
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amount of an underlying security or other asset). Some futures contracts, however, are cash settled, which means that the purchase price is

subtracted from the current market value of the instrument and the net amount, if positive, is paid to the purchaser by the seller of the

futures contract and, if negative, is paid by the purchaser to the seller of the futures contract.

Options on futures contracts are similar to options on securities except that an option on a futures contract gives the purchaser the right in

return for the premium paid 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 Fund’s ability to engage in the futures and options on futures strategies depends on the liquidity of the markets in

those instruments. Trading interest in various types of futures and options on futures cannot be predicted. Therefore, no assurance can be

given that the Fund will be able to utilize these instruments effectively. In addition, there can be no assurance that a liquid market will exist

at a time when the Fund seek to close out a futures or option on a futures contract position, and the Fund would remain obligated to meet

margin requirements until the position is closed. The liquidity of a secondary market in a futures contract may be adversely affected by

“daily price fluctuation limits” established by commodity exchanges to limit the amount of fluctuation in a futures contract price during a

single trading day.

When the Fund purchase or sell a futures contract, they are only required to deposit initial and variation margins as required by relevant

regulations, the rules of the contract market and, from time to time, the Fund’s clearing broker. Because the purchase of a futures contract

obligates the Fund to purchase the underlying security or other instrument at a set price on a future date, the Fund’s net asset value will

fluctuate with the value of the security or other instrument as if it were already in the Fund’s portfolio. Futures transactions have the effect

of investment leverage to the extent the Fund do not maintain liquid assets equal to the face amount of the contract. If the Fund combine

short and long positions, in addition to possible declines in the values of its investment securities, the Fund will incur losses if the index

underlying the long futures position underperforms the index underlying the short futures position.

Other Investment Policies

Swap Agreements. To help enhance the value of its portfolio or manage its exposure to different types of investments, the Fund may enter

into credit default swap agreements, interest rate, currency and mortgage swap agreements and may purchase and sell interest rate “caps,”

“floors” and “collars.”

In a standard over-the-counter (“OTC”) swap transaction, two parties agree to exchange the returns (or differentials in rates of return) on

different currencies, securities, baskets of currencies or securities, indices or other instruments or assets, which may also include separately

managed accounts, and the returns are calculated based on a “notional value,” (i.e., the designated reference amount of exposure to the

underlying instruments). The Fund intends to enter into swaps primarily on a net basis, i.e., the two payment streams are netted out, with

the Fund receiving or paying, as the case may be, only the net amount of the two payments. If the other party to a swap contract entered

into on net basis defaults, the Fund’s risk of loss will consist of the net amount of payments that the Fund is contractually entitled to

receive. The net amount of the excess, if any, of the Fund’s obligations over their entitlements will be maintained in a segregated account

by the Fund’s custodian. The Fund will not enter into swap agreements unless the claims-paying ability of the other party thereto is

considered to be an acceptable credit risk to the Fund by the Adviser. If there is a default by the other party to such a transaction, the Fund

will have contractual remedies pursuant to the agreements related to the transaction. Many swap instruments are not exchange-listed

securities and may be traded only in the OTC market.

Interest rate swaps are generally traded on exchanges and cleared through clearinghouses. In a typical interest rate swap agreement, one

party agrees to make regular payments to a clearing broker equal to a floating interest rate on a specified amount (the “notional principal

amount”) in return for payments equal to a fixed interest rate on the same amount for a specified period. If a swap agreement provides for

payment in different currencies, the parties may also agree to exchange the notional principal amount. Mortgage swap agreements are

similar to interest rate swap agreements, except that notional principal amount is tied to a reference pool of mortgages and may not be

traded on an exchange or cleared through a clearinghouse. In a cap or floor, one party agrees, usually in return for a fee, to make payments

under particular circumstances. For example, the purchaser of an interest rate cap has the right to receive payments to the extent a specified

interest rate exceeds an agreed level; the purchaser of an interest rate floor has the right to receive payments to the extent a specified

interest rate falls below an agreed level. A collar entitles the purchaser to receive payments to the extent a specified interest rate falls

outside an agreed range.

Investments in swaps involve the exchange by the Fund with another party of their respective commitments. Use of swaps subjects the

Fund to risk of default by the counterparty. If there is a default by the counterparty to such a transaction, there may be contractual remedies

pursuant to the agreements related to the transaction although contractual remedies may not be sufficient in the event the counterparty is

insolvent. However, the swap market has grown substantially in recent years with a large number of banks and investment banking firms

acting both as principals and agents utilizing standardized swap documentation. As a result, the swap market has become relatively liquid

in comparison with the markets for other similar instruments which are traded in the interbank market.
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Swap agreements are sophisticated financial instruments that typically involve a small investment of cash relative to the magnitude of risks

assumed. Swaps may involve leverage and can be highly volatile and may have a considerable impact on the Fund’s performance, as the

potential gain or loss on any swap transaction is not necessarily subject to any fixed limit. OTC swap agreements are generally considered

as illiquid securities and, therefore, will be limited, along with all of the Fund’s other illiquid securities, to 15% of the Fund’s net assets. In

certain circumstances, swaps may be considered liquid if the Fund is permitted to early terminate the swap transaction.

The Fund may enter into exchange-traded and OTC credit default swap agreements. The “buyer” in a credit default contract is obligated to

pay the “seller” a periodic stream of payments over the term of the contract provided that no event of default on an underlying reference

obligation has occurred. If an event of default occurs, the seller must pay the buyer the “par value” (generally, the full notional value) of

the reference obligation in exchange for the reference obligation. The Fund may be either buyer or seller in the transaction. If the Fund is a

buyer and no event of default occurs, the Fund loses its investments and recover nothing. However, if an event of default occurs, the buyer

receives full notional value for a reference obligation that may have little or no value. As sellers, the Fund receives income throughout the

term of the contract, which typically is between six months and three years, provided that there is no default event.

Credit default swap agreements are subject to greater risk than direct investment in the reference obligation. OTC credit default swaps are

subject to liquidity, credit and counterparty risks. A buyer in a credit default swap contract will lose its investment and recover nothing

should no event of default occur. If an event of default were to occur, the value of the reference obligation received by the seller, coupled

with the periodic payments previously received, may be less than the full notional value it pays to the buyer, resulting in a loss of value to

the seller. In addition, collateral posting requirements for OTC credit default swaps are individually negotiated and there is currently no

regulatory requirement that a counterparty post collateral to secure its obligations under a credit default swap.

Furthermore, there is no requirement that a party be informed in advance when a credit default swap agreement is sold. Accordingly, the

Fund may have difficulty identifying the party responsible for payment of their claims. The notional value of credit default swaps with

respect to a particular investment is often larger than the total par value of such investment outstanding and, in event of a default, there

may be difficulties in making the required deliveries of the reference investments, possibly delaying payments.

The market for credit default swaps has become more volatile recently as the creditworthiness of certain counterparties has been

questioned and/or downgraded. If a counterparty’s credit becomes significantly impaired, multiple requests for collateral posting in a short

period of time could increase the risk that the Fund may not receive adequate collateral. The Fund generally may exit its obligations under

an OTC credit default swap only by terminating the contract and paying applicable breakage fees, or, in the case of both OTC and

exchange-traded credit default swaps, by entering into an offsetting credit default swap position, which may cause the Fund to incur more

losses. If the Fund uses credit default swaps to leverage their portfolios, they will be exposed to additional risks, including the risk that the

Fund’s use of leverage will magnify the effect of any losses the Fund incurs since if an event of default occurs the seller must pay the buyer

the full notional value of the reference obligation.

When-Issued Securities and Forward Commitments. The Fund may enter into forward commitments for the purchase or sale of portfolio

securities, including on a “when-issued” or “delayed delivery” basis in excess of customary settlement periods for the type of security

involved. In some cases, a forward commitment may be conditioned upon the occurrence of a subsequent event, such as approval and

consummation of a merger, corporate reorganization or debt restructuring (i.e., a when, as and if issued security). When such transactions

are negotiated, the price is fixed at the time of the commitment, with payment and delivery taking place in the future, generally a month or

more after the date of the commitment. While the Fund will only enter into a forward commitment with the intention of actually acquiring

the security, the Fund may sell the security before the settlement date if it is deemed advisable.

Securities purchased by the Fund under a forward commitment are subject to market fluctuation, and no interest (or dividends) accrues to

the Fund prior to the settlement date. For forward commitments that are cash settled, the Fund will designate or segregate liquid assets in

an amount equal to the Fund’s daily marked-to-market value of such commitments.

Purchases of securities on a forward commitment basis may involve more risk than other types of purchases. Securities purchased on a

forward commitment basis and the securities held in the Fund’s portfolio are subject to changes in value based upon the public’s perception

of the creditworthiness of the issuer and changes, real or anticipated, in the level of interest rates. Purchasing securities on a forward

commitment basis can involve the risk that the yields available in the market when the delivery takes place may actually be higher or lower

than those obtained in the transaction itself. On the settlement date of the forward commitment transaction, the Fund will meet its

obligations from then available cash flow, sale of securities reserved for payment of the commitment, sale of other securities or, although

they would not normally expect to do so, from sale of the forward commitment securities themselves (which may have a value greater or

lesser than the Fund’s payment obligations). The sale of securities to meet such obligations may result in the realization of capital gains or

losses. Purchasing securities on a forward commitment basis can also involve the risk of default by the other party on its obligation,

delaying or preventing the Fund from recovering the collateral or completing the transaction.
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Euro-Related Risk. The global economic crisis brought several small economies in Europe to the brink of bankruptcy and many other

economies into recession and weakened the banking and financial sectors of many European countries. For example, the governments of

Greece, Spain, Portugal, and the Republic of Ireland have all experienced large public budget deficits, the effects of which are still yet

unknown and may slow the overall recovery of the European economies from the global economic crisis. In addition, due to large public

deficits, some European countries may be dependent on assistance from other European governments and institutions or other central

banks or supranational agencies such as the International Monetary Fund. Assistance may be dependent on a country’s implementation of

reforms or reaching a certain level of performance. Failure to reach those objectives or an insufficient level of assistance could result in a

deep economic downturn which could significantly affect the value of the Fund’s European investments.

The Economic and Monetary Union of the European Union (“EMU”) is comprised of the European Union members that have adopted the

euro currency. By adopting the euro as its currency, a member state relinquishes control of its own monetary policies. As a result, European

countries are significantly affected by fiscal and monetary policies implemented by the EMU and European Central Bank. The euro

currency may not fully reflect the strengths and weaknesses of the various economies that comprise the EMU and Europe generally.

It is possible that one or more EMU member countries could abandon the euro and return to a national currency and/or that the euro will

cease to exist as a single currency in its current form. The effects of such an abandonment or a country’s forced expulsion from the euro on

that country, the rest of the EMU, and global markets are impossible to predict, but are likely to be negative. The exit of any country out of

the euro may have an extremely destabilizing effect on other eurozone countries and their economies and a negative effect on the global

economy as a whole. Such an exit by one country may also increase the possibility that additional countries may exit the euro should they

face similar financial difficulties. In addition, in the event of one or more countries’ exit from the euro, it may be difficult to value

investments denominated in euros or in a replacement currency. In June 2016, the United Kingdom approved a referendum to leave the

EMU. Significant uncertainty remains in the market regarding the ramifications of that development, and the range and potential

implications of possible political, regulatory, economic and market outcomes are difficult to predict.

Money Market Instruments. The Fund may invest in money market instruments. Money market securities are high-quality, dollar-

denominated, short-term instruments. They consist of (i) bankers’ acceptances, certificates of deposit, notes and time deposits of highly-

rated U.S. banks and U.S. branches of foreign banks; (ii) U.S. Treasury obligations and obligations issued or guaranteed by agencies and

instrumentalities of the U.S. Government; (iii) high-quality commercial paper issued by U.S. foreign corporations; and (iv) debt

obligations with a maturity of one year or less issued by corporations with outstanding high-quality commercial paper ratings.

Convertible Securities. Convertible securities may offer higher income than the common stocks into which they are convertible and

include fixed-income or zero-coupon debt securities, which may be converted or exchanged at a stated or determinable exchange ratio into

underlying shares of common stock. Prior to their conversion, convertible securities may have characteristics similar to both

non-convertible debt securities and equity securities. While convertible securities generally offer lower yields than non-convertible debt

securities of similar quality, their prices may reflect changes in the value of the underlying common stock. Convertible securities entail less

credit risk than the issuer’s common stock.

Asset Coverage. To assure that the Fund’s use of futures and related options, as well as when issued and delayed-delivery transactions,

forward currency contracts and swap transactions, are not used to achieve investment leverage, the Fund will cover such transactions, as

required under applicable SEC interpretations, either by owning the underlying securities or by earmarking liquid securities with their

custodian in an amount at all times equal to or exceeding the Fund’s outstanding commitment with respect to these instruments or

contracts.

Warrants and Rights. Warrants are options to purchase equity securities at a specified price and are valid for a specific time period. Rights

are similar to warrants, but normally have a short duration and are distributed by the issuer to its shareholders. The Fund may purchase

warrants and rights, provided that the Fund presently does not intend to invest more than 20% of its net assets at the time of purchase in

warrants and rights other than those that have been acquired in units or attached to other securities.

Equity Securities. Because it may purchase common stocks and other equity securities, the Fund is subject to the risk that stock prices will

fall over short or long periods of time. In addition, common stocks represent a share of ownership in a company, and rank after bonds and

preferred stock in their claim on the company’s assets in the event of bankruptcy.

Securities of Other Investment Companies. Such investments are subject to limitations prescribed by the 1940 Act unless an SEC

exemption is applicable or as may be permitted by rules under the 1940 Act or SEC staff interpretations thereof. The 1940 Act limitations

currently provide, in part, that the Fund may not purchase shares of an investment company if (a) such a purchase would cause the Fund to

own in the aggregate more than 3% of the total outstanding voting stock of the investment company; (b) such a
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purchase would cause the Fund to have more than 5% of their total assets invested in the investment company; or (c) more than 10% of the

Fund’s total assets would be invested in the aggregate in all investment companies. These investment companies typically incur fees that

are separate from those fees incurred directly by the Fund. The Fund’s purchase of such investment company securities results in the

layering of expenses, such that shareholders would indirectly bear a proportionate share of the operating expenses of such investment

companies, including advisory fees, in addition to paying Fund expenses.

Privately-Placed Securities. The Fund may invest in securities that are neither listed on a stock exchange nor traded over-the-counter,

including privately placed securities. Investing in such unlisted securities, including investments in new and early-stage companies, may

involve a high degree of business and financial risk that can result in substantial losses. As a result of the absence of a public trading

market for these securities, they may be less liquid than publicly traded securities. Although these securities may be resold in privately

negotiated transactions, the prices realized from these sales could be less than those originally paid by the Fund, or less than what may be

considered the fair value of such securities. Further, companies whose securities are not publicly traded may not be subject to the

disclosure and other investor protection requirements that might be applicable if their securities were publicly traded. If such securities are

required to be registered under the securities laws of one or more jurisdictions before being resold, the Fund may be required to bear the

expenses of registration.

Operating Deficits. The expenses of operating the Fund (including the fees payable to the Adviser) may exceed its income, thereby

requiring that the difference be paid out of the Fund’s capital, reducing the Fund’s investments and potential for profitability.

Accuracy of Public Information. To the extent that the Fund invests any of their assets in securities not included in the Underlying Index,

the Adviser selects investments for the Fund, in part, on the basis of information and data filed by issuers with various government

regulators or made directly available to the Adviser by the issuers or through sources other than the issuers. Although the Adviser evaluates

all such information and data and ordinarily seeks independent corroboration when the Adviser considers it appropriate and when such

corroboration is reasonably available, the Adviser is not in a position to confirm the completeness, genuineness or accuracy of such

information and data.

Trading Limitations. For all securities listed on a securities exchange, including options listed on a public exchange, the exchange

generally has the right to suspend or limit trading under certain circumstances. Such suspensions or limits could render certain strategies

difficult to complete or continue and subject the Fund to loss. Also, such a suspension could render it impossible for the Fund to liquidate

positions thereby exposing them to potential losses. Finally, to the extent that advisory personnel of the Adviser acquire material

non-public information in the course of service on the board of directors or creditor’s committee of a company, the Fund may be prevented

from buying or selling securities of that company.

Tracking and Correlation. While the Fund does not expect that its daily returns will deviate significantly from its daily investment

objective, several factors may affect the Fund’s ability to achieve this correlation. Among these factors are: (1) the Fund’s expenses,

including brokerage (which may be increased by high portfolio turnover) and the cost of the investment techniques employed by the Fund;

(2) less than all of the securities in the benchmark index being held by the Fund and securities not included in the benchmark index being

held by the Fund; (3) an imperfect correlation between the performance of instruments held by the Fund, such as swaps, futures contracts

and other derivatives, and the performance of the underlying securities in the cash market; (4) bid-ask spreads (the effect of which may be

increased by portfolio turnover); (5) holding instruments traded in a market that has become illiquid or disrupted; (6) the Fund’s share

prices being rounded to the nearest cent; (7) changes to the benchmark index that are not disseminated in advance; (8) the need to conform

the Fund’s portfolio holdings to comply with investment restrictions or policies or regulatory or tax law requirements; (9) actual purchases

and sales of the shares of the Fund may differ from estimated transactions reported prior to the time share prices are calculated; (10) limit

up or limit down trading halts on options or futures contracts which may prevent the Fund from purchasing or selling options or futures

contracts; and (11) early and unanticipated closings of the markets on which the holdings of the Fund trade, resulting in the inability of the

Fund to execute intended portfolio transactions. While a close correlation of the Fund to its benchmark may be achieved on any single

trading day, over time the cumulative percentage increase or decrease in the NAV of the shares of the Fund may diverge significantly from

the cumulative percentage decrease or increase in the benchmark due to a compounding effect

PORTFOLIO TURNOVER

The frequency and amount of portfolio purchases and sales (known as the “turnover rate”) will vary from year to year. The portfolio

turnover rate may vary greatly from year to year and will not be a limiting factor when the Adviser deems portfolio changes appropriate

nor will it affect when the Index Provider deems re-balancing of the Underlying Index appropriate. Although the Fund generally does not

intend to trade for short-term profits, the securities held by the Fund will be sold whenever the Adviser believes it is appropriate to do so,

without regard to the length of time a particular security may have been held. Higher portfolio turnover involves correspondingly greater



transaction costs, including any brokerage commissions that the Fund will bear directly, and can cause the Fund to recognize more short-

term capital gains (which currently are taxable to shareholders at higher rates than long-term capital gains).
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INVESTMENT RESTRICTIONS

The fundamental investment restrictions below may be changed only with the approval of a “vote of a majority of the outstanding

voting securities” of the Fund. A “vote of a majority of the outstanding voting securities” of the Fund means the lesser of (i) 67% or more

of the shares at a meeting if the holders of more than 50% of the outstanding shares are present or represented by proxy or (ii) more than

50% of the outstanding shares. Except for investment restrictions designated as fundamental in the Fund’s Prospectus or in this SAI, the

investment policies described in the Fund’s Prospectus, or this SAI are not fundamental and may be changed without shareholder approval.

If a percentage policy set forth in the Prospectus or one of the following percentage investment restrictions is adhered to at the time a

security is purchased, later changes in a percentage will not be considered a violation of the policy or restriction unless any excess or

deficiency exists immediately after and as a result of such purchase or pertains to the Fund’s limitations on borrowing and investment in

illiquid securities.

Fundamental Investment Restrictions. The following investment restrictions are fundamental policies and, as such, may not be changed

without the approval of a “vote of a majority of the outstanding voting securities).” The Fund may not:

1. Purchase any security that would cause the Fund to concentrate (invest 25% or more of its total assets) in securities of issuers

primarily engaged in any particular industry or group of industries (other than securities issued or guaranteed by the U.S. government or

any of its agencies or instrumentalities), except that the Fund will concentrate to approximately the same extent that its Underlying Index

concentrates in the securities of such particular industry or group of industries;

2. Issue senior securities or borrow in excess of the amounts permitted by the 1940 Act;

3. Underwrite securities of other issuers, except to the extent that the Fund, in disposing of Fund securities, may be deemed an

underwriter within the meaning of the Securities Act;

4. Purchase or sell real estate, except that the Fund may (a) invest in securities or other instruments directly or indirectly secured by

real estate, (b) invest in securities or other instruments issued by issuers that invest in real estate, and (c) hold for prompt sale, real estate or

interests in real estate to which it may gain an ownership interest through the forfeiture of collateral securing loans or debt securities held

by it;

5. Purchase or sell commodities or commodity contracts, but this shall not prevent the Fund from purchasing, selling and entering

into financial futures contracts (including futures contracts on indices of securities, interest rates and currencies), options on financial

futures contracts, swaps, forward contracts, foreign currency spot and forward contracts or other derivative instruments that are not related

to physical commodities; and

6. Lend any property or make any loan if, as a result, more than 33 1/3% of its total assets would be loaned to other parties (including

the value of collateral received for loans of portfolio securities), but this limitation does not apply to the purchase of debt securities in

which it is authorized to invest in accordance with its investment objective and policies or to repurchase agreements.1

Non-Fundamental Investment Restrictions. The Fund is also subject to the following non-fundamental investment restrictions and

policies that may be changed by the Board without shareholder approval. The Fund may not:

1. Acquire any illiquid securities if, as a result thereof, more than 15% of the market value of the Fund’s net assets would be in

investments that are illiquid;

2. Acquire securities of other investment companies, except as permitted by the 1940 Act (currently under the 1940 Act, the Fund

may invest up to 10% of its total assets in the aggregate in shares of other investment companies and up to 5% of its total assets in any one

investment company, provided the investment does not represent more than 3% of the voting stock of the acquired investment company at

the time such shares are purchased, and may also invest in other investment companies pursuant to exemptions provided in or under the

1940 Act and in accordance with no-action positions of the staff of the SEC);

 
 
1 With respect to Fundamental Investment Restriction number 6, the Fund has no current intention to engage in reverse repurchase

agreements and securities lending, but the Fund may change this intention at any time without shareholder approval.
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3. Borrow on margin, notwithstanding fundamental investment restriction number 2, unless such activity is permitted by applicable

law; and

4. If the Fund is invested in by another series of the Trust in reliance on Section 12(d)(1)(G), it may not acquire securities of

registered open-end investment companies or registered unit investment trusts in reliance on Sections 12(d)(1)(F) or 12(d)(1) (G) of the

1940 Act.

Other Information. The following commentary is intended to help investors better understand the meaning of the Fund’s fundamental

policies by briefly describing limitations, if any, imposed by the 1940 Act. References to the 1940 Act below may encompass rules,

regulations or orders issued by the SEC and, to the extent deemed appropriate by the Fund, interpretations and guidance provided by the

SEC staff. These descriptions are intended as brief summaries of such limitations as of the date of this SAI; they are not comprehensive,

and they are qualified in all cases by reference to the 1940 Act (including any rules, regulations or orders issued by the SEC and any

relevant interpretations and guidance provided by the SEC staff). These descriptions are subject to change based on evolving guidance by

the appropriate regulatory authority and are not part of the Fund’s fundamental policies.

For purposes of fundamental investment restriction number 1 above, the Fund will consider the concentration policies of any underlying

funds in which it invests when evaluating compliance with its concentration policy.

The 1940 Act currently permits an open-end investment company to borrow money from a bank so long as immediately after any such

borrowing the ratio that the value of the total assets of the investment company (including the amount of any such borrowing), less the

amount of all liabilities and indebtedness (other than such borrowing) of the investment company, bears to the amount of such borrowing is

at least 300%. A lender to the Fund may require that the Fund pledge its assets as collateral. If the Fund were to default on a loan secured

by pledged assets, the lender would be entitled to foreclose on and dispose of the pledged assets, but the lender could retain only the

amount of assets (or the disposition proceeds of such assets) necessary to pay off the defaulted loan.

Under the 1940 Act, the Fund may not issue senior securities or borrow in excess of 33 1/3% of the Fund’s total assets (after giving effect

to any such borrowing), which amount excludes borrowing for temporary purposes and in an amount not more than 5% of the Fund’s total

assets at the time the borrowing for temporary purposes is made.

For purposes of non-fundamental investment restriction number 3 above, the purchase of Senior Loans, corporate debt securities, and other

investment assets with the proceeds of a permitted borrowing, as well as margin payments or other arrangements in connection with

transactions in short sales, futures contracts, options, and other financial instruments are not considered to constitute the purchase of

securities on margin.

NON-DIVERSIFIED STATUS

The Fund’s classification as a “non-diversified” investment company means that the proportion of the Fund’s assets that may be invested in

the securities of a single issuer is not limited by the 1940 Act. The Fund, however, intends to qualify as a regulated investment company

(“RIC”) accorded special tax treatment under the Internal Revenue Code of 1986, as amended (“Code”), which imposes its own

diversification requirements on the Fund that are less restrictive than the requirements applicable to the “diversified” investment

companies under the 1940 Act. As a non-diversified fund, a relatively high percentage of the Fund’s assets may be invested in the

securities of a limited number of issuers, primarily within the same economic sector. The Fund’s’ portfolio securities, therefore, may be

more susceptible to any single economic, political, or regulatory occurrence than the portfolio securities of a more diversified investment

company.

BORROWING

Shared Credit Facility

The Fund, along with each other series of the Trust, has the ability to enter into a shared credit agreement. As of the date of this SAI, the

Fund has not entered into any such shared credit agreement but may do so in the future.
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MANAGEMENT OF THE TRUST

The Board of Trustees (the “Board”) provides broad oversight of the operations and affairs of the Fund and protects the interests of

shareholders. The Board has overall responsibility to manage and control the business affairs of the Fund, including the complete and

exclusive authority to establish policies regarding the management, conduct and operation of the Fund’s business. The names and

birthdates of the Trustees and officers of the Fund, the year each was first elected or appointed to office, their principal business

occupations during the last five years, the number of funds overseen by each Trustee and other directorships or trusteeships they hold are

shown below. The business address for each Trustee and officer of the Fund is c/o Impact Shares, Corp., 2189 Broken Bend, Frisco, Texas

75034.

 

Name and
Date of Birth   

Position(s)
with the Funds   

Term of
Office2 and
Length of

Time Served   

Principal
Occupation(s)

During the Past Five
Years   

Number of
Portfolios in

Impact Shares
Fund Complex3

Overseen by
Trustees   

Other Directorships/
Trusteeships

Held
During the Past Five

Years   

Experience,
Qualifications,

Attributes,
Skills for Board

Membership

INDEPENDENT TRUSTEES

Winston I.

Lowe

(2/5/1951)

  

Trustee

  

Indefinite

Term; Trustee

since April

2018

  

Managing

Partner, Lowe

and Associates,

LLC since

March 2009

  

4

  

None

  

Significant

business and

legal

experience as

associate and

managing

partner at US-

based law

firm;

significant

leadership

experience at

law firm.
 
2 Trustees serve until their successors are duly elected and qualified.
3 The “Impact Shares Fund Complex” consists of each series of Impact Shares Trust I.
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Name and
Date of Birth   

Position(s)
with the Funds   

Term of
Office2 and
Length of

Time Served   

Principal
Occupation(s)

During the Past Five
Years   

Number of
Portfolios in

Impact Shares
Fund Complex3

Overseen by
Trustees   

Other Directorships/
Trusteeships

Held
During the Past Five

Years   

Experience,
Qualifications,

Attributes,
Skills for

Board
Membership

Kathleen Legg

(11/9/1982)

  

Trustee

  

Indefinite

Term; Trustee

since April 2018

  

Consultant, Global

Ware Digital

Company since

November 2014;

Independent

Consultant from 2012

until 2014.

  

4

  

None

  

Significant

experience

running social

media

companies;

Significant

experience

advising

global

nonprofits on

social media

engagement

techniques and

best practices.

INTERESTED TRUSTEE

Ethan Powell4

  

Trustee;

Chairman of the

Board

  

Indefinite

Term; Trustee

since May

2016;

Chairman of

the Board since

May 2016

  

President and

Founder of Impact

Shares LLC (“Impact

Shares”)

(a registered

investment advisor

dedicated to building

a platform to create

better socially

responsible

investment solutions)

since December

2015; Trustee of the

Highland Fund

Complex from June

2012 until July 2013

and since December

2013; Chief Product

Strategist of Highland  

4

  

Serves as

Independent

Chairman of the

Board of the

Highland Fund

Complex and the

NexPoint Credit

Strategies Fund

Complex

(collectively, 25

funds)

  

Significant

experience in

the financial

industry;

significant

executive

experience

including past

service as an

officer of

funds in the

Highland Fund

Complex;

significant

administrative

and

managerial

experience.

 
4 Mr. Powell is deemed to be an “interested person” of the Trust, as defined in the 1940 Act, because of his current affiliation with

Impact Shares, Corp., the Fund’s investment adviser.
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Name and
Date of Birth   

Position(s)
with the Funds   

Term of
Office2 and
Length of

Time Served   

Principal
Occupation(s)

During the Past
Five Years   

Number of
Portfolios in

Impact Shares
Fund Complex3

Overseen by
Trustees   

Other
Directorships/
Trusteeships
Held During
the Past Five

Years   

Experience,
Qualifications,

Attributes,
Skills for

Board
Membership

      

Capital Management

Fund Advisors, L.P.

from 2012 until

December 2015;

Senior Retail Fund

Analyst of HCM from

2007 until December

2015 and Impact

Shares from its

inception until

December 2015;

Secretary of NexPoint

Credit Strategies

Fund (“NHF”) from

November 2010 until

June 2012; President

and Principal

Executive Officer of

NHF from June 2012

until May 2015;

Secretary of NHF

from May 2015 until

December 2015;

Executive Vice

President and

Principal Executive

Officer of Impact

Shares Trust I from

May 2016 to January

2018; and Secretary

of Impact Shares

Trust I from May

2016 to January 2018;

President and

Treasurer of Impact

Shares Trust I since

January 2018.       
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Name and Date of Birth   Position(s) with the Funds   
Term of Office and Length

of Time Served5   
Principal Occupation(s)
During Past Five Years

OFFICERS

Ethan Powell (6/20/1975)

  

President and Treasurer

  

January 2018 – Present.

  

See above under “Interested

Trustees”.

Donald J. Guiney

(9/22/1956)

  

Secretary, Chief Compliance

Officer

  

January 2018 – Present.

  

Senior Counsel, Baker &

McKenzie LLP (law firm)

from 2013 to 2016); Partner,

Freshfields Bruckhaus

Deringer (law firm) from

1997 to 2013.

James Hoffmeyer

(9/28/1973)

  

Assistant Treasurer

  

January 2021-Present.

  

Senior Director, Funds

Accounting and Fund

Administration, SEI

Investments Global Funds

Services (2016-Present).
 
5 The Officers hold office until the next annual meeting of the Board of Trustees and until their successors shall have been elected and

qualified.

Qualifications of Trustees

The following provides an overview of the considerations that led the Board to conclude that each individual serving as a Trustee of the

Trust should so serve. Among the factors the Board considered when concluding that an individual should serve on the Board were the

following: (i) the individual’s business and professional experience and accomplishments; (ii) the individual’s ability to work effectively

with the other members of the Board; (iii) the individual’s prior experience, if any, serving on company boards (including public

companies and, where relevant, other investment companies) and the boards of other complex enterprises and organizations; and (iv) how

the individual’s skills, experiences and attributes would contribute to an appropriate mix of relevant skills and experience on the Board.

In respect of each current Trustee, the individual’s professional accomplishments and prior experience, including, in some cases, in fields

related to the operations of the Trust, were a significant factor in the determination that the individual should serve as a Trustee of the

Trust. Each Trustee’s professional experience and additional considerations that contributed to the Board’s conclusion that an individual

should serve on the Board are summarized in the table above.

Trustees’ Compensation

The officers of the Trust and those of its Trustees who are “interested persons” (as defined in the 1940 Act) of the Fund receive no direct

remuneration from the Trust. Each Independent Trustee receives an annual retainer of $20,000 payable in quarterly installments and

allocated among the funds in the Impact Shares’ Fund Complex. The Independent Trustees do not receive any pension or retirement

benefits. Because the Fund has not commenced operations as of the date of this SAI no part of the Trustees annual retainer has been

allocated to the Fund.

Role of the Board of Trustees, Leadership Structure and Risk Oversight

The Role of the Board of Trustees

The Board oversees the management and operations of the Trust. Like most registered investment companies, the day-to-day

management and operation of the Trust is performed by various service providers to the Trust, such as the Adviser, distributor,

administrator, custodian, and transfer agent, each of which is discussed in greater detail in this SAI. The Board has appointed senior

employees of certain of these service providers as officers of the Trust, with responsibility to monitor and report to the Board on the Trust’s

operations. The Board receives regular reports from these officers and service providers regarding the Trust’s operations. For example, the

Treasurer provides reports as to financial reporting matters and investment personnel report on the performance of the Trust’s portfolios.

The Board has appointed a Chief Compliance Officer who administers the Trust’s compliance program and regularly reports to the Board

as to compliance matters. Some of these reports are provided as part of formal in person Board meetings which are typically held quarterly,

in person, and involve the Board’s review of, among other items, recent Trust operations. The
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Board also periodically holds telephonic meetings as part of its review of the Trust’s activities. From time to time one or more members of

the Board may also meet with management in less formal settings, between scheduled Board meetings, to discuss various topics. In all

cases, however, the role of the Board and of any individual Trustee is one of oversight and not of management of the day-to-day affairs of

the Trust and its oversight role does not make the Board a guarantor of the Trust’s investments, operations or activities.

Board Structure and Leadership

The Board has structured itself in a manner that it believes allows it to perform its oversight function effectively. The Board consists of

four Trustees, three of whom are Independent Trustees. The remaining Trustee, Mr. Powell is an “interested person” of the Trust (an

“Interested Trustee”). Mr. Powell also serves as Chairman of the Board. The Trustees will meet periodically throughout the year in person

and by telephone to oversee the Trust’s activities, review contractual arrangements with service providers for the Trust and review the

Trust’s performance. The Board conducts much of its work through certain standing Committees, each of which is a committee of the

whole (except the Audit Committee, as set forth below) and each of whose meetings are chaired by an Independent Trustee. The Board has

established an Audit Committee, a Governance Committee and a Compliance Committee, which are discussed in greater detail below. For

the fiscal year ended June 30, 2021, the Audit Committee has met four times and the Compliance Committee and the Governance

Committee have each met twice.

Audit Committee. The members of the Audit Committee are Kathleen Legg and Winston Lowe, each of whom is independent for purposes

of the 1940 Act. The Audit Committee is responsible for approving the Trust’s independent accountants, reviewing with the Trust’s

independent accountants the plans and results of the audit engagement and the adequacy of the Trust’s internal accounting controls,

approving professional services provided by the Trust’s independent accountants. The Audit Committee is charged with compliance with

Rules 205.2(k) and 205.3(c) of Title 17 of the Code of Federal Regulations regarding alternative reporting procedures for attorneys

representing the Trust who appear and practice before the SEC on behalf of the Trust. The Audit Committee is also responsible for

reviewing and overseeing the valuation of debt and equity securities that are not publicly traded or for which current market values are not

readily available pursuant to policies and procedures adopted by the Board. The Board and Audit Committee will use the services of one or

more independent valuation firms to help them determine the fair value of these securities. In addition, each member of the Audit

Committee meets the current independence and experience requirements of Rule 10A-3 under the Exchange Act.

Mr. Lowe acts as the Chairman of the Audit Committee.

Governance Committee. The Trust’s Governance Committee’s function is to oversee and make recommendations to the full Board or the

Independent Trustees, as applicable, with respect to the governance of the Trust, selection and nomination of Trustees, compensation of

Trustees, and related matters. The Governance Committee is also responsible for at least annually evaluating each Trustee and determining

whether to recommend each Trustee’s continued service in that capacity. The Governance Committee will consider recommendations for

Trustee nominees from shareholders sent to the Secretary of the Trust, 2189 Broken Bend, Frisco, Texas 75034. A nomination submission

must include all information relating to the recommended nominee that is required to be disclosed in solicitations or proxy statements for

the election of Trustees, as well as information sufficient to evaluate the recommended nominee’s ability to meet the responsibilities of a

Trustee of the Trust. Nomination submissions must be accompanied by a written consent of the individual to stand for election if

nominated by the Board and to serve if elected by the shareholders, and such additional information must be provided regarding the

recommended nominee as reasonably requested by the Governance Committee. Ms. Legg serves as the Chairman of the Governance

Committee.

Compliance Committee. The Compliance Committee’s function is to oversee and assist Board oversight of the Trust’s compliance with

legal and regulatory requirements and to seek to address any potential conflicts of interest between the Trust and Impact Shares in

connection with any potential or existing litigation or other legal proceeding relating to securities held by the Trust and Impact Shares.

Ms. Legg acts as the Chairman of the Compliance Committee.

The Trust does not have a lead Independent Trustee. As noted above, the Board’s leadership structure features committees each made up of

a majority of Independent Trustees. In addition, although the Independent Trustees recognize that having a lead Independent Trustee may

in some circumstances help coordinate communications with management and otherwise assist a board in the exercise of its oversight

duties, the Independent Trustees believe that because of the relatively small size of the Board, the ratio of Independent Trustees to

Interested Trustees and the good working relationship among the Board members, it has not been necessary to designate a lead

Independent Trustee.

The Board periodically reviews its leadership structure, including the role of the Chairman. The Board also completes an annual self-

assessment during which it reviews its leadership and Committee structure and considers whether its structure remains appropriate in light

of the Trust’s current operations. The Board believes that its leadership structure, including the current percentage of the Board
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who are Independent Trustees, is appropriate given its specific characteristics. These characteristics include: (i) the extent to which the

work of the Board is conducted through the standing committees; and (ii) the extent to which the Independent Trustees meet as needed,

together with their independent legal counsel, in the absence of members of management and members of the Board who are “interested

persons” of the Trust.

Board Oversight of Risk Management

The Board’s role is one of oversight, rather than active management. This oversight extends to the Trust’s risk management processes.

These processes are embedded in the responsibilities of officers of, and service providers to, the Trust. For example, the Adviser and other

service providers to the Trust are primarily responsible for the management of the Trust’s investment risks. The Board has not established a

formal risk oversight committee; however, much of the regular work of the Board and its standing Committees addresses aspects of risk

oversight. For example, the Trustees seek to understand the key risks facing the Trust, including those involving conflicts of interest; how

management identifies and monitors these risks on an ongoing basis; how management develops and implements controls to mitigate these

risks; and how management tests the effectiveness of those controls.

In the course of providing that oversight, the Board receives a wide range of reports on the Trust’s activities from the Adviser and other

service providers, including reports regarding the Fund’s investment portfolios, the compliance of the Fund with applicable laws, and the

Fund’s financial accounting and reporting. The Board also meets periodically with the Trust’s Chief Compliance Officer to receive reports

regarding the compliance of the Fund with the federal securities laws and the Trust’s internal compliance policies and procedures, and

meets with the Trust’s Chief Compliance Officer periodically, including at least annually, to review the Chief Compliance Officer’s annual

report, including the Chief Compliance Officer’s risk-based analysis for the Trust.

The Board’s Audit Committee also meets regularly with the Treasurer and Trust’s independent registered public accounting firm to discuss,

among other things, the internal control structure of the Trust’s financial reporting function. The Board also meets periodically with the

portfolio manager of the Fund to receive reports regarding the management of the Fund, including its investment risks.

Share Ownership

Because the Fund has not commenced operations as of the date of this SAI, no shares of the Fund are owned by the Trustees.

Trustee Positions

As of December 31, 2020, no Independent Trustee nor any of his immediate family members owned beneficially or of record any class of

securities of the Adviser or Distributor (as defined under “Distributor”) or any person controlling, controlled by or under common control

with any such entities.

Code of Ethics

The Fund, the Adviser and the Fund’s principal underwriter, SEI Investments Distribution Co. (“SEI”) have each adopted codes of ethics

pursuant to Rule 17j-1 of the 1940 Act that essentially prohibit certain of their personnel, including the Fund’s portfolio manager, from

engaging in personal investments that compete or interfere with, or attempt to take advantage of a client’s, including the Fund’s,

anticipated or actual portfolio transactions, and are designed to assure that the interests of clients, including Fund shareholders, are placed

before the interests of personnel in connection with personal investment transactions. Under the codes of ethics of the Fund and the

Adviser, personal trading in securities, including securities that may be purchased or held by the Fund, is permitted by such persons subject

to certain restrictions; however, they are generally required to pre-clear most securities transactions with the appropriate compliance officer

and to report all transactions on a regular basis.

Anti-Money Laundering Compliance

The Fund and its service providers may be required to comply with various anti-money laundering laws and regulations. Consequently, the

Fund and its service providers may request additional information from its Authorized Participants (as defined under “Policy on Disclosure

of Portfolio Holdings” in this SAI) to verify the identity of its Authorized Participants. If at any time the Fund believes an Authorized

Participant may be involved in suspicious activity or if certain account information matches information on government lists of suspicious

persons, the Fund may choose not to establish a new account or may be required to “freeze” an Authorized Participant’s account. The Fund

and its service providers also may be required to provide a governmental agency with information about transactions that have occurred in

an Authorized Participant’s account or to transfer monies received to establish a new account, transfer an existing account or transfer the

proceeds of an existing account to a governmental agency. In some circumstances, the Fund or its service providers may not be permitted



to inform the Authorized Participant that it has taken the actions described above.
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Proxy Voting Policies

The Board has delegated the responsibility for voting proxies in respect of the Fund’s portfolio holdings to the Adviser, to vote the Fund’s

proxies in accordance with the Adviser’s Proxy Voting Policy. The Board has approved the Proxy Voting Policy. Pursuant to the Proxy

Voting Policy, the Adviser will vote proxies related to the Fund securities in the best interests of the Fund and its shareholders. The

Adviser’s Proxy Voting Policy is attached as Appendix A.

The Fund’s proxy voting records for the most recent 12-month period ended June 30 will be available (i) without charge, upon request, by

calling 844-448-3383 (844-GIVE-ETF) and (ii) on the SEC’s website (www.sec.gov). Information as of June 30 each year will generally

be available on or about the following August 31. As the Fund commenced operations after June 30, 2021, information for the year ended

June 30, 2022 will be presented for the period from the inception of the Fund through June 30, 2022.

Policy on Disclosure of Portfolio Holdings

The Trust has adopted a policy regarding the disclosure of information about the Fund’s portfolio holdings, which is reviewed on an annual

basis. The Board must approve all material amendments to this policy. The Fund’s complete portfolio holdings are publicly disseminated

each day the Fund is open for business through financial reporting and news services, including the Fund’s publicly accessible Internet

website (www.impactetfs.org). Limited information regarding the Fund’s portfolio holdings is available daily on

(http://www.impactetfs.org). Each business day, Fund portfolio holdings information will be provided to the Distributor or other agent for

dissemination through the facilities of the NSCC and/or through other fee-based services to NSCC members and/or subscribers to the

fee-based services, including Authorized Participants, and to entities that publish and/or analyze such information in connection with the

process of purchasing or redeeming Creation Units or trading shares of the Fund in the secondary market.

Portfolio holdings information may not be provided prior to its public availability (“Non-Standard Disclosure”) in other circumstances

except where appropriate confidentiality arrangements limiting the use of such information are in effect. Non-Standard Disclosure may be

authorized by the Trust’s Chief Compliance Officer or, in his absence, any other authorized officer of the Trust if he determines that such

disclosure is in the best interests of the Fund’s shareholders, no conflict exists between the interests of the Fund’s shareholders and those of

the Adviser or Distributor and such disclosure serves a legitimate business purpose. The length of lag, if any, between the date of the

information and the date on which the information is disclosed shall be determined by the officer authorizing the disclosure.

Additionally, no compensation or other consideration is received by the Fund, the Adviser or any other person for Non-Standard

Disclosures. There can be no assurance, however, that the Fund’s policies and procedures with respect to the disclosure of portfolio

holdings information will prevent the misuse of such information by individuals or firms in possession of such information.

The Fund is required to file its complete portfolio holdings schedule with the SEC on a quarterly basis. This schedule is filed with the

Fund’s annual and semi-annual shareholder reports on Form N-CSR for the second and fourth fiscal quarters and as an exhibit to its reports

on Form N-PORT for the first and third fiscal quarters. The Fund’s Form N-PORT reports are available on the SEC’s website at

www.sec.gov and may be obtained free of charge by contacting the Fund at the address and phone number written on the cover of this SAI

or by visiting our website at www.impactetfs.org.

Book Entry Only System

The Depository Trust Company (“DTC”) acts as securities depositary for the shares. The shares of the Fund are represented by global

securities registered in the name of DTC or its nominee and deposited with, or on behalf of, DTC. Except as provided below, certificates

will not be issued for shares.

DTC has advised the Trust as follows: it is a limited-purpose trust company organized under the laws of the State of New York, a member

of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a “clearing

agency” registered pursuant to the provisions of Section 17A of the 1934 Act. DTC was created to hold securities of its participants (“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
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by a number of its DTC Participants and by NYSE Arca, Inc. and the Financial Industry Regulatory Authority, Inc. 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 (“Indirect Participants”). DTC agrees with and represents to DTC Participants that it

will administer its book-entry system in accordance with its rules and by-laws and requirements of law. 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. The laws of

some jurisdictions may require that certain purchasers of securities take physical delivery of such securities in definitive form. Such laws

may impair the ability of certain investors to acquire beneficial interests in shares. Beneficial Owners of shares are not entitled to have

shares registered in their names, will not receive or be entitled to receive physical delivery of certificates in definitive form and are not

considered the registered holder thereof. Accordingly, each Beneficial Owner must rely on the procedures of DTC, the DTC Participant

and any Indirect Participant through which such Beneficial Owner holds its interests, to exercise any rights of a holder of shares. The Trust

understands that under existing industry practice, in the event the Trust requests any action of holders of shares, or a Beneficial Owner

desires to take any action that DTC, as the record owner of all outstanding shares, is entitled to take, DTC would authorize the DTC

Participants to take such action and that the DTC Participants would authorize the Indirect Participants and Beneficial Owners acting

through such DTC Participants to take such action and would otherwise act upon the instructions of Beneficial Owners owning through

them. As described above, the Trust recognizes DTC or its nominee as the owner of all shares for all purposes. 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 shares holdings

of each DTC Participant. The Trust 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 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 a fair and reasonable amount as reimbursement for the expenses attendant to

such transmittal, all subject to applicable statutory and regulatory requirements.

Distributions of shares 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 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.

No dividend reinvestment service is provided by the Trust. However, certain brokers may make a dividend reinvestment service available

to their clients. Brokers offering such services may require investors to adhere to specific procedures and timetables in order to participate.

Investors interested in such a service should contact their broker for availability and other necessary details.

INVESTMENT ADVISORY SERVICES

Impact Shares, Corp. (“Impact Shares” or the “Adviser”) serves as the investment adviser to the Fund. The address of the Adviser is 2189

Broken Bend, Frisco, Texas 75034. Impact Shares provides the day-to-day management of the Fund’s portfolio of securities, which

includes buying and selling securities for the Fund and conducting investment research. Additionally, Impact Shares furnishes offices,

necessary facilities, equipment and personnel. Organized in February 2014, Impact Shares is registered as an investment adviser under the



Investment Advisers Act of 1940, as amended. Impact Shares is an ETF sponsor and investment manager that is creating a first of a kind

platform for clients seeking maximum social impact with market returns. Impact Shares’ goal is to build a capital markets bridge between

leading nonprofits, investors and corporate America to direct capital and social engagement on societal priorities.
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The Adviser is a tax-exempt organization under Section 501(c)(3) of the Code. The Adviser intends to make charitable contributions to the

United Nations Capital Development Fund (“UNCDF”) equal to the excess, if any, of Impact Shares’ fees with respect to the applicable

Fund over Impact Shares’ operating expenses and a reserve for working capital. The Adviser’s intent is to provide financial support to

further the causes championed by the UNCDF.

The Fund has entered into an investment advisory agreement with Impact Shares (the “Investment Advisory Agreement”), pursuant to

which Impact Shares either provides the day-to-day management of the Fund’s portfolio of securities, which includes buying and selling

securities for the Fund and conducting investment research, or hires a sub-adviser to do so, subject to Impact Shares’ general oversight.

For the services provided to the Fund under the Investment Advisory Agreement, the Fund pays the Adviser an annual unitary fee, payable

monthly, at the rate of 0.30% of the Fund’s Average Daily Managed Assets (as defined below). “Average Daily Managed Assets” of the

Fund means the average daily value of the total assets of the Fund, less all accrued liabilities of the Fund (other than the aggregate amount

of any outstanding borrowings constituting financial leverage). The Adviser will pay all expenses incurred by it in connection with its

activities under the Investment Advisory Agreement, except such expenses as are assumed by the Fund and such expenses as are assumed

by a sub-adviser under its sub-advisory agreement. From time to time, the Adviser may waive all or a portion of its fee. The Adviser has

contractually agreed to reimburse the Fund for certain expenses excluded from the applicable unitary fee until at least November 1, 2022.

This contract may not be terminated without the action or consent of the Board of Trustees.

Under the Investment Advisory Agreement, Impact Shares, among other things: (i) continuously furnishes an investment program for the

Fund; (ii) determines the investments to be purchased, held, sold or exchanged by the Fund and the portion, if any, of the assets of the Fund

to be held uninvested; (iii) makes changes in the investments of the Fund; (iv) monitors the Fund’s performance and considers ways to

improve the performance of the Fund and (v) votes, exercises consents and exercises all other rights pertaining to such securities on behalf

of the Fund.

The Investment Advisory Agreement provides that in the absence of willful misfeasance, bad faith, gross negligence or reckless disregard

of the duties involved in the conduct of its position on the part of Impact Shares, Impact Shares shall not be subject to liability to the Fund

for any error of judgment or mistake of law or for any loss suffered by the Fund in connection with the matters to which the Investment

Advisory Agreement relates.

Additionally, the Investment Advisory Agreement remains in force for an initial two-year period and from year to year thereafter, subject to

annual approval by (a) the Board or (b) a “vote of a majority of the outstanding voting securities” (as defined in the 1940 Act) of the Fund;

provided that in either event continuance is also approved by a majority of the Independent Trustees, by a vote cast in person at a meeting

called for the purpose of voting such approval. Each Investment Advisory Agreement may be terminated at any time, without payment of

any penalty, by vote of the Trust’s Board, or by a “vote of a majority of the outstanding voting securities” (as defined in the 1940 Act) of

the Fund, or by the Adviser, in each case on not more than 60 days’ nor less than 30 days’ prior written notice to the other party. Each

Investment Advisory Agreement will automatically terminate in the event of its “assignment,” as defined by the 1940 Act and the rules

thereunder, or upon the termination of the relevant Investment Advisory Agreement.

The Adviser has agreed to assume the Fund’s organization and offering costs. The Fund does not have an obligation to reimburse the

Adviser for organization and offering costs paid on its behalf.

The Fund is a party to contractual arrangements with various parties, including, among others, the Fund’s investment adviser,

administrator, distributor, and shareholder servicing agent, who provide services to the Fund. Shareholders are not parties to, or intended

(“third-party”) beneficiaries of, any such contractual arrangements, and such contractual arrangements are not intended to create in any

individual shareholder or group of shareholders any right to enforce them against the service providers or to seek any remedy under them

against the service providers, either directly or on behalf of the Fund.

Neither this prospectus, nor the related SAI, is intended, or should be read, to be or to give rise to an agreement or contract between the

Trust or the Fund and any investor, or to give rise to any rights in any shareholder or other person other than any rights under federal or

state law.
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INFORMATION REGARDING PORTFOLIO MANAGER

The portfolio manager of the Fund is Ethan Powell. As of June 30, 2021, Ethan Powell does not manage any client accounts other than the

series of the Trust.

Compensation Structure – Impact Shares

Impact Shares currently has three full-time employees, including Mr. Powell. Impact Shares’ financial arrangements with its employees

currently includes base compensation and a discretionary bonus. Impact Shares currently offers no retirement plan, health insurance plan or

other employee benefits to its employees. These arrangements may change in future periods to the extent Impact Shares grows and takes

on more full-time employees. Mr. Powell provides his services as President and a Trustee of the Trust free of charge.

Conflicts of Interest – Impact Shares

Impact Shares’ officers, affiliates and employees may provide investment advice to other parties and manage other accounts and private

investment vehicles similar to the Fund. For the purposes of this section, the term Impact Shares has the meaning set forth on its Form

ADV, as filed with the SEC March 22, 2019 (CRD No. 282472). In connection with such other investment management activities, Impact

Shares and/or its officers, affiliates and employees may decide to invest the funds of one or more other accounts or recommend the

investment of funds by other parties, rather than the Fund’s monies, in a particular security or strategy. In addition, Impact Shares and such

other persons will determine the allocation of funds from the Fund and such other accounts to investment strategies and techniques on

whatever basis they consider appropriate or desirable in their sole and absolute discretion.

Impact Shares has built a professional working environment, a firm-wide compliance culture and compliance procedures and systems

designed to protect against potential incentives that may favor one account over another. Impact Shares has adopted policies and

procedures that address the allocation of investment opportunities, execution of portfolio transactions, personal trading by employees and

other potential conflicts of interest that are designed to ensure that all client accounts are treated equitably over time. Nevertheless, Impact

Shares may furnish advisory services to numerous clients in addition to the Fund, and Impact Shares may, consistent with applicable law,

make investment recommendations to other clients or accounts that may be the same as or different from those made to the Fund. In

addition, Impact Shares, its affiliates and any of their partners, directors, officers, stockholders or employees may or may not have an

interest in the securities whose purchase and sale Impact Shares recommends to the Fund. Actions with respect to securities of the same

kind may be the same as or different from the action that Impact Shares, or any of its affiliates, or any of their partners, directors, officers,

stockholders or employees or any member of their families may take with respect to the same securities. Moreover, Impact Shares may

refrain from rendering any advice or services concerning securities of companies of which any of Impact Shares’ (or its affiliates’)

partners, directors, officers or employees are directors or officers, or companies as to which Impact Shares or any of its affiliates or

partners, directors, officers and employees of any of them has any substantial economic interest or possesses material non-public

information. In addition to its various policies and procedures designed to address these issues, Impact Shares includes disclosure

regarding these matters to its clients in both its Form ADV and investment advisory agreements.

Impact Shares, its affiliates or their partners, directors, officers or employees similarly serve or may serve other entities that operate in the

same or related lines of business. Accordingly, these individuals may have obligations to investors in those entities or funds or to other

clients, the fulfillment of which might not be in the best interests of the Fund. As a result, Impact Shares will face conflicts in the allocation

of investment opportunities to the Fund and other funds and clients. In order to enable such affiliates to fulfill their fiduciary duties to each

of the clients for which they have responsibility, Impact Shares will endeavor to allocate investment opportunities in a fair and equitable

manner which may, subject to applicable regulatory constraints, involve pro rata co-investment by the Fund and such other clients or may

involve a rotation of opportunities among the Fund and such other clients.

Conflicts may arise in cases when clients invest in different parts of an issuer’s capital structure, including circumstances in which one or

more clients own private securities or obligations of an issuer and other clients may own public securities of the same issuer. In addition,

one or more clients may invest in securities, or other financial instruments, of an issuer that are senior or junior to securities, or financial

instruments, of the same issuer that are held by or acquired for, one or more other clients. For example, if such issuer encounters financial

problems, decisions related to such securities (such as over the terms of any workout or proposed waivers and amendments to debt

covenants) may raise conflicts of interests. In such a distressed situation, a client holding debt securities of the issuer may be better served

by a liquidation of the issuer in which it may be paid in full, whereas a client holding equity securities of the issuer might prefer a

reorganization that holds the potential to create value for the equity holders. In the event of conflicting interests within an issuer’s capital

structure, Impact Shares, will generally pursue the strategy that Impact Shares believes will maximize value for Impact Shares accounts

overall (without regard to the nature of the accounts involved or fees received from such accounts). This strategy may be recommended by

one or more Impact Shares investment professionals. A single person may represent
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more than one part of an issuer’s capital structure. The recommended course of action will be presented to the conflicts committee for final

determination as to how to proceed, the Adviser may elect, but is not required, to assign different teams to make recommendations for

different parts of the capital structure as the conflicts committee determines in its discretion. In the event any Impact Shares personnel

serve on the board of the subject company, they generally recuse themselves from voting on any board matter with respect to a transaction

that has an asymmetrical impact on the capital structure. Impact Shares personnel board members may still make recommendations to the

conflicts committee. If any such persons are also on the conflicts committee, they may recuse themselves from the committee’s

determination. A Portfolio Manager with respect to any applicable Impact Shares registered investment company clients (“Retail

Accounts”) participates in such discussions but makes an independent determination as to which course of action he or she determines is in

the best interest of the applicable Retail Accounts. Impact Shares may use external counsel for guidance and assistance.

Impact Shares and its affiliates have both subjective and objective procedures and policies in place designed to manage potential conflicts

of interest involving clients so that, for example, investment opportunities are allocated in a fair and equitable manner among the Fund and

such other clients. An investment opportunity that is suitable for multiple clients of Impact Shares and its affiliates may not be capable of

being shared among some or all of such clients due to the limited scale of the opportunity or other factors, including regulatory restrictions

imposed by the 1940 Act. There can be no assurance that Impact Shares’ or its affiliates’ efforts to allocate any particular investment

opportunity fairly among all clients for whom such opportunity is appropriate will result in an allocation of all or part of such opportunity

to the Fund. Not all conflicts of interest can be expected to be resolved in favor of the Fund.

Another type of conflict may arise if a Portfolio Manager causes one client account of an affiliated advisor to buy a security and another

client account to sell or short the same security. Currently, such opposing positions are generally not permitted within the same account

without prior trade approval by the Chief Compliance Officer. However, a portfolio manager may enter into opposing positions for

different clients to the extent each such client has a different investment objective, and each such position is consistent with the investment

objective of the applicable client. In addition, transactions in investments by one or more affiliated client accounts may have the effect of

diluting or otherwise disadvantaging the values, prices or investment strategies of other client accounts.

The Adviser may own and/or operate one or more of the Underlying Indexes based on investment and trading strategies developed by the

Investment Adviser or its affiliates (“Investment Adviser Strategies”). The Adviser may, from time to time, manage client accounts that

invest in the Fund. In addition, the Investment Adviser may manage client accounts which track the Underlying Index, or which are based

on the same, or substantially similar, Investment Adviser Strategies that are used in the operation of the Indexes and the Fund. The

operation of the Indexes, the Fund and client accounts in this manner may give rise to potential conflicts of interest.

For example, client accounts that track an Underlying Index may engage in purchases and sales of securities prior to when the Underlying

Index and the Fund engage in similar transactions because such client accounts may be managed and rebalanced on an ongoing basis,

whereas the Fund’s portfolios are only rebalanced on a periodic basis corresponding with the rebalancing of the Underlying Index. These

differences may result in the client accounts having more favorable performance relative to that of the Underlying Index and the Fund or

other client accounts that track the Underlying Index. Other potential conflicts include the potential for unauthorized access to Underlying

Index changes that benefit the Adviser or other client accounts and not the investors in the Fund, and the manipulation of Underlying Index

pricing to present the performance of the Fund, or tracking ability, in a preferential light.

The Adviser has adopted policies and procedures that are designed to address potential conflicts that may arise in connection with the

Adviser’s operation of the Underlying Indexes, the Fund and other client accounts. The Adviser has established certain information barriers

and other policies to address the sharing of information between different businesses within the Adviser, including with respect to

personnel responsible for maintaining the Indexes and those involved in decision-making for the Fund. In addition, the Adviser has

adopted a Code of Ethics.

To the extent it is intended that the Fund track an Underlying Index, the Fund may not match, and may vary substantially from, the

Underlying Index for any period of time. The Fund that tracks an Underlying Index may purchase, hold and sell securities at times when a

non-Underlying Index fund would not do so. The Adviser does not guarantee that any tracking error targets will be achieved. The Fund’s

tracking an Underlying Index may be negatively impacted by any errors in the Underlying Index, either as a result of calculation errors,

inaccurate data sources or otherwise. The Adviser does not guarantee the timeliness, accuracy and/or completeness of an Underlying Index

and is not responsible for errors, omissions or interruptions in the Underlying Index (including when the Adviser or an affiliate acts as the

index provider) or the calculation thereof (including when the Adviser or an affiliate acts as the calculation agent).

Because certain client accounts may have investment objectives, strategies or legal, contractual, tax or other requirements that differ (such

as the need to take tax losses, realize profits, raise cash, diversification, etc.), an affiliated advisor may purchase, sell or continue to hold

securities for certain client accounts contrary to other recommendations. In addition, an affiliated advisor may be permitted to sell

securities or instruments short for certain client accounts and may not be permitted to do so for other affiliated client accounts.



 

-23-



Ownership of Securities

Because the Fund has not commenced operations as of the date of this SAI, no equity securities of the Fund are owned by the portfolio

manager.

ADMINISTRATOR

Under the Administration Agreement with SEI Investments Global Funds Services, One Freedom Valley Drive, Oaks, Pennsylvania 19456

(the “Administrator”), the Administrator provides administration services to the Fund, as well as other services including fund accounting,

shareholder services and a contact center. The Administrator receives a monthly administration fee from the Adviser, calculated and

assessed in arrears based on the aggregate net assets of the Fund. Because the Fund has not commenced operations as of the date of this

SAI, no fees have been paid to the Administrator.

DISTRIBUTOR

Under a Distribution Agreement with SEI Investments Distribution Co., One Freedom Valley Drive Oaks, Pennsylvania 19456 (the

“Distributor”), shares of the Fund are offered for sale on a continuous basis only in Creation Units, as described in the Prospectus and in

the “Purchase and Redemption of Shares” section of this SAI below. Fund shares in amounts less than Creation Units are not distributed by

the Distributor. Because the Fund has not commenced operations as of the date of this SAI, no fees have been paid by the Fund to the

Distributor.

The Fund has adopted a Rule 12b-1 Distribution Plan (the “Plan”) pursuant to which payments of up to 0.25% may be made as

reimbursement or compensation for distribution related activities and other services with respect to the Fund. Under its terms, the Plan

remains in effect from year to year, provided such continuance is approved annually by vote of the Board, including a majority of the

Independent Trustees. The Plan may not be amended to increase materially the amount to be spent for the services provided by the

Distributor without approval by the shareholders of the Fund, and all material amendments of the Plan also require Board approval.

The Plan may be terminated at any time, without penalty, by vote of a majority of the Independent Trustees, or, by a vote of a majority of

the outstanding voting securities of the Fund (as such vote is defined in the 1940 Act). No payments are expected to be made by the Fund

under the Plan during the current fiscal year.

Distribution fees paid to the Distributor in the future may be spent on any activities or expenses primarily intended to result in the sale of

the Fund’s shares including (but not limited to) to compensate the Distributor, the Fund’s investment adviser or any of their affiliates, as

well as any banks, broker/dealers or other financial institutions for distribution or sales support services rendered, and related expenses

incurred, for or on behalf of the Fund. The Distributor may also use any distribution fees paid in the future for the provision of personal

services to investors in the Shares and/or the maintenance of shareholder accounts. The Plan is considered a compensation type plan, which

means that the Fund pays the Distributor the entire fee, if authorized by the Board in the future, regardless of the Distributor’s

expenditures. Even if the Distributor’s actual expenditures exceed the fee payable under the Plan, if authorized by the Board in the future,

at any given time, the Fund will not be obligated to pay more than that fee under the Plan. If the Distributor’s actual expenditures are less

than the fee payable under the Plan, if authorized by the Board in the future, at any given time, the Distributor may realize a profit from the

arrangement.

TRANSFER AGENT

The Bank of New York Mellon (“BNYM”) provides transfer agency and dividend disbursing services for the Fund. As part of these

services, BNYM maintains records pertaining to the sale, redemption and transfer of Fund shares and distributes the Fund’s securities and

cash distributions to shareholders.

CUSTODIAN

BNYM is the custodian for the Fund. BNYM is responsible for holding all securities, other investments and cash, receiving and paying for

securities purchased, delivering against payment securities sold, receiving and collecting income from investments, making all payments

covering expenses and performing other administrative duties, all as directed by authorized persons. BYNM does not exercise any

supervisory function in such matters as purchase and sale of portfolio securities, payment of dividends or payment of expenses.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The independent registered public accounting firm for the Fund is Ernst & Young LLP. The independent registered public accounting firm

audits and reports on the annual financial statements, reviews certain regulatory reports and U.S. federal income tax returns, and performs

other professional accounting, auditing and tax services when engaged to do so.

PORTFOLIO TRANSACTIONS AND BROKERAGE

Selection of Broker-Dealers; Order Placement

Subject to the overall review of the Fund’s Board, the Adviser is responsible for decisions to buy and sell securities and other portfolio

holdings of the Fund, for selecting the broker or dealer to be used and for negotiating any commission rates paid. In underwritten offerings,

securities usually are purchased at a fixed price that includes an amount of compensation to the underwriter, generally referred to as the

underwriter’s concession or discount. On occasion, certain money market instruments may be purchased directly from an issuer, in which

case no commissions or discounts are paid.

The Adviser and its affiliates may manage other accounts that invest in Fund investments. Although investment decisions for the Fund are

made independently from those of such other accounts, investments of the type the Fund may make also may be made on behalf of such

other accounts. When the Fund and one or more other accounts are prepared to invest in, or desires to dispose of, the same investment,

available investments or opportunities for each are allocated in a manner believed by the Adviser to be equitable over time. The Adviser

may (but is not obligated to) aggregate orders, which may include orders for accounts in which the Adviser or its affiliates have an interest,

to purchase and sell securities to obtain favorable execution or lower brokerage commissions, to the extent permitted by applicable laws

and regulations. Although the Adviser believes that, over time, the potential benefits of participating in volume transactions and negotiating

lower transaction costs should benefit all participating accounts, in some cases these activities may adversely affect the price paid or

received or the size of the position obtained by or disposed of for the Fund. Where trades are aggregated, the investments or proceeds, as

well as the expenses incurred, will be allocated by the Adviser in a manner designed to be equitable and consistent with the Adviser’s

fiduciary duty to the Fund and its other clients (including its duty to seek to obtain best execution of client trades).

Commission Rates; Brokerage and Research Services

The Adviser seeks to obtain “best execution,” considering the execution price and overall commission costs paid and other factors. The

Adviser routes its orders to various broker-dealers for execution at its discretion. Factors involved in selecting brokerage firms include the

size, type and difficulty of the transaction, the nature of the market for the security, the reputation, experience and financial stability of the

broker-dealer involved, the quality of service, the quality of research and investment information provided and the firm’s risk in

positioning a block of securities. Within the framework of the policy of obtaining the most favorable price and efficient execution, the

Adviser does consider “brokerage and research services” (as defined in the Securities Exchange Act of 1934, as amended) provided by

brokers who effect portfolio transactions with the Adviser or the Fund. “Brokerage and research services” are services that brokerage

houses customarily provide to institutional investors and include statistical and economic data and research reports on particular issuers

and industries.

In addition, the investment advisory agreement between the Trust and Impact Shares relating to the Fund authorizes Impact Shares, on

behalf of the Fund, in selecting brokers or dealers to execute a particular transaction and in evaluating the best overall terms available, to

consider the brokerage and research services (as those terms are defined in Section 28(e) of the Securities Exchange Act of 1934, as

amended (the “Exchange Act”)) provided to the Fund and/or other accounts over which Impact Shares or its affiliates exercise investment

discretion. The fees under the investment advisory agreement relating to the Fund will not be reduced by reason of the Fund’s receiving

brokerage and research services. Such services include analyses and reports regarding issuers, industries, economic trends, portfolio

strategy, and may effect securities transactions and perform certain functions related thereto. In addition, such services may include advice

concerning the advisability of investing in, purchasing or selling securities and the availability of particular securities or buyers or sellers

of securities. The research services received from broker-dealers that execute transactions on behalf of the Fund may be useful to Impact

Shares in servicing the Fund as well as all of Impact Shares’ accounts and not all of these services may be used in connection with the

particular Fund or funds generating the commissions. Consistent with limits established by the Federal securities laws, the Fund may pay

broker-dealer commissions for agency transactions that exceed the amount of commissions charged by other broker-dealers in recognition

of their research and brokerage services.
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The Fund has not yet commenced operations and accordingly data with regard to brokerage commissions are not presented.

DESCRIPTION OF THE FUND’S SHARES

The Fund is a series of the Trust, a Delaware statutory trust formed on May 19, 2016. The Trust is authorized to issue an unlimited number

of its shares of beneficial interest in separate series and classes of each series. The Trust is not required to hold regular annual shareholder

meetings but may hold special meetings for consideration of proposals requiring shareholder approval, such as changing fundamental

policies or upon the written request of 10% of the Trust’s shares to replace its Trustees. The Trust’s Board is authorized to classify or

reclassify the unissued shares of the Trust into one or more separate series of shares representing a separate, additional investment portfolio

or one or more separate classes of new or existing series. Shares of all series will have identical voting rights, except where by law certain

matters must be approved by the requisite proportion of the shares of the affected series. Each share of any class when issued has equal

dividend, liquidation (see “Purchase and Redemption of Shares”) and voting rights within the class for which it was issued, and each

fractional share has those rights in proportion to the percentage that the fractional share represents a whole share. Shares will be voted in

the aggregate except where otherwise required by law and except that each class of each series will vote separately on certain matters

pertaining to its distribution and shareholder servicing arrangements.

There are no conversion or preemptive rights in connection with any shares of the Fund. All shares, when issued in accordance with the

terms of the offering, will be fully paid and nonassessable.

The shares of the Fund have noncumulative voting rights, which means that the holders of more than 50% of the shares of the Trust can

elect 100% of the Trustees if the holders choose to do so, and, in that event, the holders of the remaining shares will not be able to elect any

person or persons to the Board.

Description of the Trust

Under Delaware law, shareholders of a statutory trust shall have the same limitation of personal liability that is extended to stockholders of

private corporations for profit organized under Delaware law, unless otherwise provided in the trust’s governing instrument. The Trust’s

Agreement and Declaration of Trust (the “Declaration of Trust”) provides that shareholders shall not be personally liable to any person in

connection with any and all property, real or personal, tangible or intangible, that at such time is owned or held by or for the account of a

particular series. Moreover, the Declaration of Trust expressly provides that the shareholders shall have the same limitation of personal

liability that is extended to shareholders of a private corporation for profit incorporated in the State of Delaware. The Declaration of Trust

provides that no Trustee, officer, employee or agent of the Trust or any series of the Trust shall be subject in such capacity to any personal

liability whatsoever to any person, unless, as to liability to the Trust or its shareholders, the Trustees engaged in willful misfeasance, bad

faith, gross negligence or reckless disregard of the duties involved in the conduct of their offices. The Trust shall continue without

limitation of time subject to the provisions in the Declaration of Trust concerning termination by action of the Trustees, and without any

vote of the Trust’s shareholders, except as may be required under the 1940 Act.

Trust Matters

The Trust reserves the right to create and issue a number of series shares, in which case the shares of each series would participate equally

in the earnings, dividends and assets of the particular series and would vote separately to approve investment advisory agreements or

changes in fundamental investment policies but shares of all series would vote together in the election or selection of Trustees and on any

other matters as may be required by applicable law. Upon liquidation of the Trust or any series, shareholders of the affected series would

be entitled to share pro rata in the net assets of their respective series available for distribution to such shareholders

Shareholder Approval

Other than elections of Trustees, which is by plurality, any matter for which shareholder approval is required by the 1940 Act requires the

affirmative “vote of a majority of the outstanding voting securities” of the Fund or the Trust at a meeting called for the purpose of

considering such approval. For other matters, generally an affirmative vote of a majority of the shares present in person or represented by

proxy and entitled to vote on such matter (assuming a quorum is present) shall be required for approval of such matter.

Information for Shareholders

All shareholder inquiries regarding administrative procedures, including the purchase and redemption of shares, should be directed to the

Distributor, SEI Investments Distribution Co., One Freedom Valley Drive, Oaks, Pennsylvania 19456. For assistance, call (855) 799-4757



or visit the Fund’s website at www.impactetfs.org.
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CONTROL PERSONS AND PRINCIPAL SHAREHOLDERS

A person who beneficially owns, either directly or indirectly, more than 25% of the voting securities of the Fund or acknowledges the

existence of such control may be presumed to control the Fund. A control person could potentially control the outcome of any proposal

submitted to the shareholders for approval, including changes to the Fund’s fundamental policies or terms of the investment advisory

agreement with the Adviser. A principal shareholder is any person who owns (either of record or beneficially) 5% or more of any class of

outstanding shares of the Fund. Because the Fund has not yet commenced operations, no persons own of record or beneficially 25% or

more of the Fund’s outstanding shares as of the date of this SAI. Prior to the commencement of operations, the Fund will not have issued

any shares except those issued in a private placement to the initial shareholder of the Fund for certain organizational matters.

PURCHASE AND REDEMPTION OF SHARES

The Fund issues and redeems shares only in aggregations of Creation Units. A Creation Unit is comprised of 50,000 shares or such other

amount as may be changed from time to time in the future if determined to be in the best interests of a Fund by the President of the Fund.

The value of a Creation Unit at the Fund’s inception was $1,000,000.

The Board reserves the right to declare a split or a consolidation in the number of shares outstanding of the Fund and may make a

corresponding change in the number of shares constituting a Creation Unit, in the event that the per shares price in the secondary market

rises (or declines) to an amount that falls outside the range deemed desirable by the Board.

Purchase and Issuance of Creation Units. The Fund issues and sells shares only in Creation Units on a continuous basis through the

Distributor, without a sales load, at their NAV next determined after receipt, on any Business Day (as defined herein), of a purchase order

in proper form. A “Business Day” with respect to the Fund is any day on which the Exchange is open for business. Creation Units of shares

may be purchased only by or through a DTC Participant that has entered into an Authorized Participant Agreement with the Distributor.

Such Authorized Participant will agree pursuant to the terms of such Authorized Participant Agreement on behalf of itself or any investor

on whose behalf it will act, as the case may be, to certain conditions, including that such Authorized Participant will make available an

amount of cash sufficient to pay the Balancing Amount (as defined below) if required and the Transaction Fee described in the Prospectus.

The Authorized Participant may require the investor to enter into an agreement with such Authorized Participant with respect to certain

matters, including payment of the Balancing Amount. Investors who are not Authorized Participants must make appropriate arrangements

with an Authorized Participant. Investors should be aware that their particular broker may not be a DTC Participant or may not have

executed an Authorized Participant Agreement, and that therefore orders to purchase Creation Units of shares may have to be placed by the

investor’s broker through an Authorized Participant. As a result, purchase orders placed through an Authorized Participant may result in

additional charges to such investor. The Fund expects to enter into Authorized Participant Agreements with only a small number of DTC

Participants. As described below, at the discretion of the Adviser, the Fund may, at times, only accept in-kind purchase orders from

Authorized Participants.

Creation Deposit. The consideration for purchase of a Creation Unit of shares of the Fund can consist of cash only (including the

appropriate Transaction Fee). However, the Fund may permit or require the in-kind deposit of a designated portfolio of securities (“Deposit

Securities”) constituting a representative sample of the Underlying Index, along with the Balancing Amount and the appropriate

Transaction Fee (collectively, the “Creation Deposit”) as consideration for the purchase of a Creation Unit. The “Balancing Amount” will

be the amount equal to the differential, if any, between the total aggregate market value of the Deposit Securities and the NAV of the

Creation Units being purchased and will be paid to, or received from, the Trust after the NAV has been calculated. The Adviser may restrict

purchases of Creation Units to be on an in-kind basis at any time and without prior notice, in all cases at the Adviser’s discretion.

The Custodian, using information provided by the Administrator, makes available through the NSCC on each Business Day, either

immediately prior to the opening of business on the Exchange or the night before, the list of the names and the required number of shares

of each Deposit Security to be included in the current Creation Deposit (based on information at the end of the previous Business Day).

Such Creation Deposit is applicable, subject to any adjustments as described below, in order to effect purchases of Creation Units of shares

the Fund until such time as the next-announced Creation Deposit composition is made available. The Custodian, using information

provided by the Administrator, will also make available through the NSCC on each Business Day information about the previous day’s

Balancing Amount.

The identity and number of shares of the Deposit Securities required for a Creation Deposit for the Fund changes as rebalancing

adjustments and corporate action events are reflected from time to time by the Adviser with a view to the investment objective of the Fund.

The composition of the Deposit Securities may also change in response to adjustments to the weighting or composition of the securities

constituting the relevant securities index. In addition, the Trust reserves the right to permit or require the substitution of an
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amount of cash (i.e., a “cash in lieu” amount) to be added to the Balancing Amount to replace any Deposit Security or Deposit Securities

which may not be available in sufficient quantity for delivery or for other similar reasons. The adjustments described above will reflect

changes, known to the Adviser on the date of announcement to be in effect by the time of delivery of the Creation Deposit, in the

composition of the subject index being tracked by the Fund, or resulting from stock splits and other corporate actions.

In addition to the list of names and numbers of securities constituting the current Deposit Securities of a Creation Deposit, on each

Business Day, the Balancing Amount effective through and including the previous Business Day, per outstanding share of the Fund, will be

made available.

Shares may be issued 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 greater value than the NAV of the shares on the date the order is placed in proper form since,

in addition to the available Deposit Securities, cash must be deposited in an amount equal to the sum of (i) the Balancing Amount, plus (ii)

105% of the market value of the undelivered Deposit Securities (the “Additional Cash Deposit”). 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 115% of the daily mark-to-market value of the missing Deposit

Securities. The Participation Agreement will permit the Trust to buy the missing Deposit Securities at any time. Authorized Participants

will be liable to the Trust for 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 listed below, will be

charged in all cases. The delivery of shares so purchased will occur no later than the third Business Day following the day on which the

purchase order is deemed received by the Distributor.

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.

Cash Purchase Amount

Creation Units of all Fund may, at the discretion of the Adviser, be sold for cash (the “Cash Purchase Amount”). Creation Units are sold at

their NAV plus a Transaction Fee, as described below. The Adviser may also restrict purchases of Creation Units to be on a cash-only basis

at any time and without prior notice, in all cases at the Advisor’s discretion.

Purchase Cut-Off Times

An Authorized Participant may place an order to purchase (or redeem) Creation Units (i) through the Continuous Net Settlement clearing

processes of NSCC as such processes have been enhanced to effect purchases (and redemptions) of Creation Units, such processes being

referred to herein as the “Clearing Process,” or (ii) outside the Clearing Process. Purchase orders placed through the Clearing Process, as

well as purchase orders placed outside the Clearing Process, must be received by 4:00 pm, Eastern Time in order to receive that day’s

closing NAV per share, as set forth in the table below. In all cases purchase/redeem procedures are at the discretion of the Adviser and may

be changed without notice.

 
Fund   Creation Cut-Off Time (Eastern Time)
Impact Shares MSCI Global Climate Select ETF   4:00 p.m. in order to receive that day’s closing NAV per Share

Purchases through and outside the Clearing Process. To purchase or redeem through the Clearing Process, an Authorized Participant

must be a member of NSCC that is eligible to use the Continuous Net Settlement system. For purchase orders placed through the Clearing

Process, the Authorized Participant Agreement authorizes the Distributor to transmit through the Fund’s transfer agent (the “Transfer

Agent”) to NSCC, on behalf of an Authorized Participant, such trade instructions as are necessary to effect the Authorized Participant’s

purchase order. Pursuant to such trade instructions to NSCC, the Authorized Participant agrees to deliver the requisite deposit securities

and the Balancing Amount to the Trust, together with the Transaction Fee and such additional information as may be required by the

Distributor.

An Authorized Participant that wishes to place an order to purchase Creation Units outside the Clearing Process must state that it is not

using the Clearing Process and that the purchase instead will be effected through a transfer of securities and cash directly through DTC.

Purchases (and redemptions) of Creation Units settled outside the Clearing Process will be subject to a higher Transaction Fee than those

settled through the Clearing Process. The Creation Deposit transfer must be ordered on the Transmittal Date in a timely fashion so as to

ensure the delivery of the requisite number of Deposit Securities through DTC to the account of the Fund by no later than 11:00 a.m.



Eastern Time of the next Business Day immediately following such Transmittal Date. The cash equal to the Cash Amount must be

transferred directly to the Fund through the Federal Reserve Bank wire transfer system in a timely manner so as to be
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received by the Fund no later than 2:00 p.m. Eastern Time on the next Business Day immediately following the Transmittal Date. Those

persons placing orders outside the Clearing Process should ascertain the deadlines applicable to DTC and the Federal Reserve Bank wire

system by contacting the operations department of the broker or depository institution effectuating such transfer.

Rejection of Purchase Orders. The Trust reserves the absolute right to reject a purchase order transmitted to it by the Distributor in

respect to the Fund if (a) the order is not in proper form; (b) the purchaser or group of purchasers, upon obtaining the shares ordered,

would own 80% or more of the currently outstanding shares of the Fund; (c) the deposit securities delivered are not as specified by the

Adviser and the Adviser has not consented to acceptance of an in-kind deposit that varies from the designated deposit securities;

(d) acceptance of the purchase transaction order would have certain adverse tax consequences to the Fund; (e) the acceptance of the

purchase transaction order would, in the opinion of counsel, be unlawful; (f) the acceptance of the purchase order transaction would

otherwise, in the discretion of the Trust or the Adviser, have an adverse effect on the Trust or the rights of beneficial owners; (g) the value

of a Cash Purchase Amount, or the value of the Balancing Amount to accompany an in-kind deposit, exceeds a purchase authorization limit

extended to an Authorized Participant by the custodian and the Authorized Participant has not deposited an amount in excess of such

purchase authorization with the custodian prior to the relevant cut-off time for the Fund on the Transmittal Date; or (h) in the event that

circumstances outside the control of the Trust, the Distributor and the Adviser make it impractical to process purchase orders. The Trust

shall notify a prospective purchaser of its rejection of the order of such person. The Trust and the Distributor are under no duty, however, to

give notification of any defects or irregularities in the delivery of purchase transaction orders nor shall either of them incur any liability for

the failure to give any such notification.

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

redemption request in proper form by the Distributor on any Business Day. The Trust will not redeem shares in amounts less than Creation

Units. Beneficial owners also may sell shares in the secondary market but must accumulate enough shares 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 of shares. 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, using information provided by the Administrator, through the NSCC, makes available prior to the opening of business on

the Exchange on each Business Day, the identity of the Fund securities that will be applicable (subject to possible amendment or

correction) to redemption requests received in proper form on that day. Fund securities received in redemption may not be identical to

Deposit Securities that are applicable to creations of Creation Units. Redemption proceeds for a Creation Unit generally consist of cash;

however, the Fund also reserves the right to make the redemptions entirely or partly in the announced Fund securities plus or minus 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 Fund securities, less a redemption transaction fee.

Redemptions of shares for Fund securities will be subject to compliance with applicable federal and state securities laws, and the Fund

reserves the right to redeem Creation Units for cash if the Trust could not lawfully deliver specific Fund securities upon redemptions or

could not do so without first registering the Fund 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 Fund securities applicable to the redemption of a Creation

Unit may be paid an equivalent amount of cash. This would specifically prohibit delivery of Fund securities that are not registered in

reliance upon Rule 144A under the Securities Act to a redeeming investor that is not a “qualified institutional buyer,” as such term is

defined under Rule 144A of the Securities Act. The Authorized Participant may request the redeeming beneficial owner of the shares to

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

The Fund, however, may suspend the right of redemption and postpone payment for more than seven days: (i) during periods when trading

on the Exchange is closed on days other than weekdays or holidays; (ii) during periods when trading on the Exchange is restricted;

(iii) during any emergency which makes it impractical for the Fund to dispose of its securities or fairly determine the NAV of the Fund;

and (iv) during any other period permitted by the SEC for your protection.

Redemption Cut-Off Times

An Authorized Participant may place an order to redeem Creation Units (i) through the Clearing Process, or (ii) outside the Clearing

Process. Redemption orders placed through the Clearing Process, as well as redemption orders placed outside the Clearing Process, must

be received by 4:00 pm, Eastern Time in order to receive that day’s closing NAV per share, as set forth in the table below. In all cases

purchase/redeem procedures are at this discretion of the Adviser and may be changed without notice.
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Fund   Redemption Cut-Off Time (Eastern Time)
Impact Shares MSCI Global Climate Select ETF   4:00 p.m. in order to receive that day’s closing NAV per Share

Placement of Redemption Orders using the Clearing Process. Orders to redeem Creation Units of the Fund through the Clearing

Process must be delivered through an Authorized Participant that is a member of NSCC that is eligible to use the Continuous Net

Settlement System. A redemption order must be received by the cut-off times set forth in “Redemption Cut-Off Times” above. All other

procedures set forth in the Participant Agreement must be followed in order for you to receive the NAV determined on that day. The

requisite cash or Fund securities and the Balancing Amount will be transferred by the third NSCC Business Day following the date on

which such request for redemption is deemed received.

Placement of Redemption Orders Outside the Clearing Process. Orders to redeem Creation Units of the Fund outside the Clearing

Process must be delivered through a DTC Participant that has executed the Participant Agreement. A DTC Participant who wishes to place

an order for redemption of Creation Units of the Fund to be effected outside the Clearing Process need not be a “participating party” under

the Authorized Participant Agreement, but such orders must state that the DTC Participant is not using the Clearing Process and that

redemption of Creation Units will instead be effected through transfer of Shares directly through DTC. A redemption order must be

received by the cut-off times set forth in “Redemption Cut-Off Times” above. The order must be accompanied by the requisite number of

shares of the Fund specified in such order, which delivery must be made through DTC to the Custodian no later than 11:00am Eastern

Time on the next Business Day immediately following such Transmittal Date (“DTC Cut-Off Time”). All other procedures set forth in the

Authorized Participant Agreement must be properly followed. After the Transfer Agent has deemed an order for redemption outside the

Clearing Process received, the Transfer Agent will initiate procedures to transfer the requisite cash and, if applicable, Fund securities,

which are expected to be delivered within three Business Days following the Transmittal Date on which such redemption order is deemed

received by the Transfer Agent.

Transaction Fees. Authorized Participants are charged standard creation and redemption transaction fees (“Transaction Fees”) to offset

transfer and other transaction costs associated with the issuance and redemption of Creation Units. There is a fixed and a variable

component to the total Transaction Fee. A fixed Transaction Fee of $3,000 is applicable to each creation or redemption transaction,

regardless of the number of Creation Units purchased or redeemed. Creations and redemptions are also subject to an additional variable

charge of up to 1% of the net asset value per Creation Unit, inclusive of the standard transaction fee, for (i) in-kind creations or

redemptions effected outside the normal Clearing Process, (ii) in whole or partial cash creations, (iii) in whole or partial cash redemptions

or (iv) non-standard orders. The variable component is primarily designed to cover non-standard charges, e.g., brokerage, taxes, foreign

exchange, execution, market impact and other costs and expenses related to the execution of trades resulting from such transaction. In all

cases, the Transaction Fee will be limited in accordance with the requirements of the SEC applicable to management investment

companies offering redeemable securities. The Fund may determine not to charge the variable portion of a Transaction Fee on certain

orders when Impact Shares has determined that doing so is in the best interests of Fund shareholders, e.g., for redemption orders that

facilitate the rebalance of the Fund’s portfolio in a more tax efficient manner than could be achieved without such order. The variable

portion of a Transaction Fee may be higher or lower than the trading expenses incurred by the Fund with respect to the transaction. In

addition, purchasers of shares in Creation Units are responsible for payment of the costs of transferring securities to the Fund and

redeemers of shares in Creation Units are responsible for the costs of transferring securities from the Fund. Investors who use the services

of a broker or other financial intermediary may pay fees for such services.

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 Fund 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 some or all of the shares comprising such Creation Units directly to its 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 a person is an underwriter for the purposes of the Securities Act depends upon all the facts and circumstances

pertaining to that person’s activities. Thus, 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 note that dealers who are not “underwriters” but

are participating in a distribution (as contrasted to ordinary secondary market transaction), and thus dealing with shares that are part of an

“unsold allotment” within the meaning of section 4(3)(C) of the Securities Act, would be unable to take advantage of the prospectus

delivery exemption provided by section 4(3) of the Securities Act. Firms that incur a prospectus-delivery obligation with respect to shares

are reminded that under Securities Act Rule 153 a prospectus delivery obligation under Section 5(b)(2) of the Securities Act owed to a



national securities exchange member in connection with a sale on the national securities exchange is satisfied by the fact that the Fund’s

Prospectus is available at the national securities exchange on which the shares of the Fund trade upon request. The prospectus delivery

mechanism provided in Rule 153 is only available with respect to transactions on a national securities exchange and not with respect to

“upstairs” transactions.
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INCOME TAX CONSIDERATIONS

The following discussion is a summary of some of the important U.S. federal income tax considerations generally applicable to an

investment in the Fund. Your investment may have other tax implications. The discussion reflects provisions of the Code, existing Treasury

regulations, rulings published by the Internal Revenue Service (“IRS”), and other applicable authorities, as of the date of this SAI. These

authorities may be changed, possibly with retroactive effect, or subject to new legislative, administrative or judicial interpretations. No

attempt is made to present a detailed explanation of all U.S. federal, state, local and foreign tax law concerns affecting the Fund and its

shareholders (including shareholders owning large positions in the Fund), and the discussion set forth herein does not constitute tax advice.

Please consult your tax advisor about foreign, federal, state, local or other tax laws applicable to you

Taxation of the Fund

The Fund intends to elect to be treated and intends each year to qualify and to be eligible to be treated as a RIC under Subchapter M of the

Code. In order to qualify for the special tax treatment accorded RICs and their shareholders, the Fund must, among other things:

(a) derive at least 90% of its gross income for each taxable year from (i) dividends, interest, payments with respect to certain securities

loans, and 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

(ii) net income derived from interests in “qualified publicly traded partnerships” (as described below);

(b) diversify its holdings so that, at the end of each quarter of the Fund’s taxable year, (i) at least 50% of the market value of the Fund’s

total assets consists of cash and cash items, U.S. government securities, securities of other RICs, and other securities limited in respect of

any one issuer to a value not greater than 5% of the value of the Fund’s total assets and not more than 10% of the outstanding voting

securities of such issuer, and (ii) not more than 25% of the value of the Fund’s total assets is invested, including through corporations in

which the Fund owns a 20% or more voting stock interest, (x) in the securities (other than those of the U.S. government or other RICs) of

any one issuer or of two or more issuers that the Fund controls and that are engaged in the same, similar or related trades or businesses, or

(y) in the securities of one or more qualified publicly traded partnerships (as described below); and

(c) distribute with respect to each taxable year at least 90% of the sum of its investment company taxable income (as that term is defined in

the Code without regard to the deduction for dividends paid—generally taxable ordinary income and the excess, if any, of net short-term

capital gains over net long-term capital losses) and net tax-exempt income, for such year.

In general, for purposes of the 90% gross income requirement described in (a) above, income derived from a partnership will be treated as

qualifying income only to the extent such income is attributable to items of income of the partnership which would be qualifying income if

realized directly by the RIC. However, 100% of the net income derived from an interest in a “qualified publicly traded partnership”

(generally, a partnership (x) the interests in which are traded on an established securities market or are readily tradable on a secondary

market or the substantial equivalent thereof, and (y) that derives less than 90% of its income from the qualifying income sources described

in paragraph (a)(i) above) will be treated as qualifying income. In general, such entities will be treated as partnerships for U.S. federal

income tax purposes because they meet the passive income requirement under Code Section 7704(c)(2). In addition, although in general

the passive loss rules of the Code do not apply to RICs, such rules do apply to a RIC with respect to items attributable to an interest in a

qualified publicly traded partnership. Certain ETFs and certain master limited partnerships (“MLPs”) in which the Fund may invest may

qualify as qualified publicly traded partnerships.

For purposes of meeting the diversification requirement described in (b) above, the term “outstanding voting securities of such issuer” will

include the equity securities of a qualified publicly traded partnership. Also, for purposes of the diversification requirement described in

(b) above, the identification of the issuer (or, in some cases, issuers) of a particular Fund investment can depend on the terms and

conditions of that investment. In some cases, identification of the issuer (or issuers) is uncertain under current law, and an adverse

determination or future guidance by the IRS with respect to issuer identification for a particular type of investment may adversely affect

the Fund’s ability to meet the diversification test in (b) above.

If the Fund qualifies as a RIC that is accorded special tax treatment, the Fund will not be subject to U.S. federal income tax on income or

gains distributed in a timely manner to its shareholders in the form of dividends (including Capital Gain Dividends, as defined below).
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If the Fund were to fail to meet the income, diversification or distribution test (described respectively in (a), (b) and (c) above), the Fund

could in some cases cure such failure, including by paying a fund-level tax, paying interest, making additional distributions or disposing of

certain assets. If the Fund were ineligible to or otherwise did not cure such failure for any taxable year, or if the Fund were otherwise to fail

to qualify as a RIC accorded special tax treatment for such year, the Fund would be subject to tax on its taxable income at corporate rates,

and all distributions from earnings and profits, including any distributions of net tax-exempt income and net long- term capital gains,

would be taxable to shareholders as ordinary income. Some portions of such distributions might be eligible for the dividends received

deduction in the case of corporate shareholders and to be treated as “qualified dividend income” and thus taxable at the lower net capital

gain rate in the case of shareholders taxed as individuals, provided in both cases, the shareholder meets certain holding period and other

requirements in respect of the Fund’s shares (as described below). 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 that is accorded special tax treatment.

The Fund intends to distribute at least annually to its shareholders all or substantially all of its investment company taxable income

(computed without regard to the dividends-paid deduction) and may distribute its net capital gain (that is, the excess of net long-term

capital gain over net short-term capital loss, in each case determined with reference to any loss carryforwards). Any investment company

taxable income retained by the Fund will be subject to Fund-level tax at regular corporate rates. The Fund may also retain for investment

its net capital gain. If the Fund retains any net capital gain, it will be subject to Fund-level tax at regular corporate rates on the amount

retained, but may designate the retained amount as undistributed capital gain in a timely notice to its shareholders who would then, in turn,

be (i) required to include in income for U.S. federal income tax purposes, as long-term capital gain, their shares of such undistributed

amount, and (ii) entitled to credit their proportionate shares of the tax paid by the Fund on such undistributed amount against their U.S.

federal income tax liabilities, if any, and to claim refunds on a properly-filed U.S. tax return to the extent the credit exceeds such liabilities.

If the Fund makes this designation, for U.S. federal income tax purposes, the tax basis of shares owned by a shareholder of the Fund would

be increased by an amount equal to the difference between the amount of undistributed capital gains included in the shareholder’s gross

income under clause (i) of the preceding sentence and the tax deemed paid by the shareholder under clause (ii) of the preceding sentence.

The Fund is not required to, and there can be no assurance the Fund will, make this designation if it retains all or a portion of its net capital

gain in a taxable year.

In determining its net capital gain, including in connection with determining the amount available to support a Capital Gain Dividend

(defined below), its taxable income and its earnings and profits, the Fund generally may elect to treat part or all of any post-October capital

loss (defined as any net capital loss attributable to the portion, if any, of the taxable year after October 31, or if there is no such loss, the net

long-term capital loss or net short-term capital loss attributable to any such portion of the taxable year) or late-year ordinary loss

(generally, the sum of its (i) net ordinary loss, if any, from the sale, exchange or other taxable disposition of property, attributable to the

portion of the taxable year after October 31, and its (ii) other net ordinary loss, if any, attributable to the portion, if any, of the taxable year

after December 31) as if incurred in the succeeding taxable year.

If the Fund were to fail to distribute in a calendar year at least an amount equal to the sum of 98% of its ordinary income (taking into

account certain deferrals and elections) for such year and 98.2% of its capital gain net income for the one-year period ending October 31 of

such year, plus any such amounts retained from the prior year, the Fund would be subject to a nondeductible 4% excise tax on the

undistributed amounts. For purposes of the required excise tax distribution, the Fund’s ordinary gains and losses from the sale, exchange or

other taxable disposition of property that would otherwise be taken into account after October 31 of a calendar year generally are treated as

arising on January 1 of the following calendar year. Also, for these purposes, the Fund will be treated as having distributed any amount on

which it has been subject to corporate income tax in the taxable year ending within the calendar year. The Fund intends generally to make

distributions sufficient to avoid imposition of the 4% excise tax, although there can be no assurance that it will be able to do so. In that

event, the Fund will be liable for the excise tax only on the amount by which it does not meet the foregoing distribution requirement.

A dividend paid to shareholders in January of a year generally is deemed to have been paid by the Fund on December 31 of the preceding

year, if the dividend was declared and payable to shareholders of record on a date in October, November or December of that preceding

year. Capital losses in excess of capital gains (“net capital losses”) are not permitted to be deducted against the Fund’s net investment

income. Instead, subject to certain limitations, the Fund may carry net capital losses forward to subsequent taxable years to offset capital

gains, if any, realized during such subsequent taxable year. Capital loss carryforwards are reduced to the extent they offset current-year net

realized capital gains, whether the Fund retains or distributes such gains. Carryforward losses may be carried forward to one or more

subsequent taxable years without expiration. Any such carryforward losses will retain their character as short-term or long-term. The

Fund’s ability to use net capital losses to offset gains may be limited as a result of certain (i) acquisitive reorganizations and (ii) shifts in

the ownership of the Fund by a shareholder owning or treated as owning 5% or more of the stock of the Fund. The Fund’s available capital

loss carryforwards will be set forth in its annual shareholder report for each fiscal year.

Fund Distributions



Distributions are taxable to shareholders even if they are paid from gains earned by the Fund before a shareholder’s investment (and thus

were included in the price the shareholder paid). Distributions are taxable whether shareholders receive them in cash or reinvest them in

additional shares pursuant to DTC’s Dividend Reinvestment Service (see “Dividends and Other Distributions” in the Fund’s Prospectus).
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The Fund (or broker or other financial intermediary through which you own your shares) will send you information after the end of each

calendar year setting forth the amount and tax status of any distributions paid to you by the Fund. Ordinary income dividends and Capital

Gain Dividends (defined below) may also be subject to state, local or other taxes.

For U.S. federal income tax purposes, distributions of investment income are generally taxable to shareholders as ordinary income. Taxes

on distributions of capital gains are determined by how long the Fund owned the investments that generated them, rather than how long a

shareholder has owned his or her shares. In general, the Fund will recognize long-term capital gain or loss on investments it has owned (or

is deemed to have owned) for more than one year, and short-term capital gain or loss on investments it has owned (or is deemed to have

owned) for one year or less. Distributions of net capital gain that are properly reported by the Fund as capital gain dividends (“Capital Gain

Dividends”) will be taxable to shareholders as long-term capital gains includible in net capital gain and taxed to individuals at reduced

rates. Distributions of net short-term capital gain (as reduced by any net long-term capital loss for the taxable year) will be taxable to

shareholders as ordinary income. Distributions of investment income reported by the Fund as derived from “qualified dividend income”

will be taxed in the hands of individuals at the rates applicable to net capital gain, provided holding period and other requirements are met

at both the shareholder and Fund level. In order for some portion of the dividends received by the Fund shareholder to be “qualified

dividend income,” the Fund must meet holding period and other requirements with respect to some portion of the dividend-paying stocks

in its portfolio and the shareholder must meet holding period and other requirements with respect to the Fund’s shares. In general, a

dividend will not be treated as qualified dividend income (at either the Fund or shareholder level) (1) if the dividend is received with

respect to any share of stock held for fewer than 61 days during the 121-day period beginning on the date which is 60 days before the date

on which such share becomes ex-dividend with respect to such dividend (or, in the case of certain preferred stock, 91 days during the

181-day period beginning 90 days before such date), (2) to the extent that the recipient is under an obligation (whether pursuant to a short

sale or otherwise) to make related payments with respect to positions in substantially similar or related property, (3) if the recipient elects

to have the dividend income treated as investment income for purposes of the limitation on deductibility of investment interest, or (4) if the

dividend is received from a foreign corporation that is (a) not eligible for the benefits of a comprehensive income tax treaty with the United

States (with the exception of dividends paid on stock of such a foreign corporation readily tradable on an established securities market in

the United States) or (b) treated as a passive foreign investment company.

In general, distributions of investment income reported by the Fund as derived from qualified dividend income will be treated as qualified

dividend income by a shareholder taxed as an individual, provided the shareholder meets the holding period and other requirements

described above with respect to the Fund’s shares. If the aggregate dividends received by the Fund during any taxable year are 95% or

more of its gross income (excluding long-term capital gain over net short-term capital loss), then 100% of the Fund’s dividends (other than

dividends properly reported as Capital Gain Dividends) will be eligible to be treated as qualified dividend income. The Fund does not

expect a significant portion of their distributions to be eligible for treatment as qualified dividend income.

Any distribution of income attributable to qualified real estate investment trust (“REIT”) dividends or qualified publicly traded partnership

income from the Fund’s investment in a REIT or qualified publicly traded partnership, as applicable, will not qualify for the deduction that

would be available to a non-corporate shareholder were the shareholder to own such REIT or qualified publicly traded partnership directly.

Dividends of net investment income received by corporate shareholders of the Fund generally will qualify for the dividends-received

deduction generally available to corporations to the extent of the amount of eligible dividends received by the Fund from domestic

corporations for the taxable year. A dividend received by the Fund will not be treated as a dividend eligible for the dividends-received

deduction (1) if it has been received with respect to any share of stock that the Fund has held for less than 46 days (91 days in the case of

certain preferred stock) during the 91-day period beginning on the date which is 45 days before the date on which such share becomes

ex-dividend with respect to such dividend (during the 181-day period beginning 90 days before such date in the case of certain preferred

stock) or (2) to the extent that the Fund is under an obligation (pursuant to a short sale or otherwise) to make related payments with respect

to positions in substantially similar or related property. Moreover, the dividends-received deduction may otherwise be disallowed or

reduced (1) if the corporate shareholder fails to satisfy the foregoing requirements with respect to its shares of the applicable Fund or

(2) by application of the Code (for instance, the dividends-received deduction is reduced in the case of a dividend received on debt-

financed portfolio stock (generally, stock acquired with borrowed funds)).

If the Fund receives dividends from another investment company that qualifies as a RIC and the investment company reports such

dividends as qualified dividend income or as eligible for the dividends-received deduction, then the Fund is permitted in turn to report a

portion of its distributions as qualified dividend income or as eligible for the dividends received deduction, as applicable, provided the

Fund meets holding period and other requirements with respect to shares of the investment company.
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The Fund’s dividends representing distributions of interest income and capital gains or distributions from entities that are not corporations

for U.S. tax purposes will not constitute qualified dividend income to individual shareholders and will not be eligible for the dividends-

received deduction for corporate shareholders. In addition, any distribution of income that is attributable to (i) income received by the

Fund in lieu of dividends with respect to securities on loan pursuant to a securities lending transaction or (ii) dividend income received by

the Fund on securities it temporarily purchased from a counterparty pursuant to a repurchase agreement that is treated for U.S. federal

income tax purposes as a loan by the Fund, will not constitute qualified dividend income to individual shareholders and will not be eligible

for the dividends-received deduction for corporate shareholders.

The Code generally imposes a Medicare contribution tax of 3.8% on the net investment income of certain individuals, estates and trusts to

the extent their income exceeds certain threshold amounts. “Net investment income” generally includes for this purpose, among other

things, (i) distributions paid by the Fund, including any capital gain dividends, and (ii) net gain recognized on the sale, exchange,

redemption or other taxable disposition of shares of the Fund. Shareholders are advised to consult their tax advisers regarding the possible

implications of this additional tax on their investment in the Fund.

Return of Capital Distributions

If the Fund makes a distribution to a shareholder in excess of the Fund’s current and accumulated earnings and profits in any taxable year,

the excess distribution will be treated as a return of capital to the extent of such shareholder’s tax basis in its shares, and thereafter as

capital gain. A return of capital is not taxable, but it reduces a shareholder’s tax basis in its shares, thus reducing any loss or increasing any

gain on a subsequent taxable disposition by the shareholder of its shares.

Dividends and distributions on the Fund’s shares are generally subject to U.S. federal income tax as described herein to the extent they do

not exceed the Fund’s realized income and gains, even though such dividends and distributions may economically represent a return of a

particular shareholder’s investment. Such distributions are likely to occur in respect of shares purchased at a time when the Fund’s net asset

value reflects either unrealized gains or realized but undistributed income or gains that were therefore included in the price that the

shareholder paid. Such distributions may reduce the fair market value of the Fund’s shares below the shareholder’s cost basis in those

shares. As described above, the Fund is required to distribute realized income and gains regardless of whether the Fund’s net asset value

also reflects unrealized losses.

Tax Implications of Certain Fund Investments

In general, option premiums received by the Fund are not immediately included in the income of the Fund. Instead, the premiums are

recognized when the option contract expires, the option is exercised by the holder, or the Fund transfers or otherwise terminates the option

(e.g., through a closing transaction). If a call option written by the Fund is exercised and the Fund sells or delivers the underlying stock, the

Fund generally will recognize capital gain or loss equal to (a) the sum of the strike price and the option premium received by the Fund

minus (b) the Fund’s basis in the stock. Such gain or loss generally will be short-term or long-term depending upon the holding period of

the underlying stock. If securities are purchased by the Fund pursuant to the exercise of a put option written by it, the Fund generally will

subtract the premium received for purposes of computing its cost basis in the securities purchased. Gain or loss arising in respect of a

termination of the Fund’s obligation under an option other than through the exercise of the option will be short-term gain or loss depending

on whether the premium income received by the Fund is greater or less than the amount paid by the Fund (if any) in terminating the

transaction. Thus, for example, if an option written by the Fund expires unexercised, the Fund generally will recognize short-term gain

equal to the premium received.

Certain covered call writing activities of the Fund may trigger the U.S. federal income tax straddle rules contained primarily in

Section 1092 of the Code. Very generally, where applicable, Section 1092 requires (i) that losses be deferred on positions deemed to be

offsetting positions with respect to “substantially similar or related property,” to the extent of unrealized gain in the latter, and (ii) that the

holding period of such a straddle position that has not already been held for the long-term holding period be terminated and begin anew

once the position is no longer part of a straddle. Options on single stocks that are not “deep in the money” may constitute qualified covered

calls, which generally are not subject to the straddle rules; the holding period on stock underlying qualified covered calls that are “in the

money” although not “deep in the money” will be suspended during the period that such calls are outstanding. Thus, the straddle rules and

the rules governing qualified covered calls could cause gains that would otherwise constitute long-term capital gains to be treated as short-

term capital gains, and distributions that would otherwise constitute “qualified dividend income” or qualify for the dividends-received

deduction to fail to satisfy the holding period requirements and therefore to be taxed as ordinary income or to fail to qualify for the

dividends-received deduction, as the case may be.

In general, 40% of the gain or loss arising from the closing out of a futures contract traded on an exchange approved by the Commodities

Futures Trading Commission is treated as short-term gain or loss, and 60% is treated as long-term gain or loss, although certain foreign



currency gains and losses from such contracts may be treated as ordinary in character. Also, such contracts held by the Fund at the end of

each taxable year (and, for purposes of the 4% excise tax, on certain other dates as prescribed under the Code) are “marked to market” with

the result that unrealized gains or losses are treated as though they were realized and the resulting gain or loss is treated as ordinary or

60/40 gain or loss, as applicable.
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The Fund’s investment in swaps, if any, will generate ordinary income and losses for federal income tax purposes. The Fund’s investments

in futures and swaps may cause the Fund to recognize income without receiving cash with which to make the distributions necessary to

qualify and be eligible for treatment as a regulated investment company and avoid the Fund-level tax. The Fund may therefore need to

liquidate other investments, including when it is not advantageous to do so, to meet its distribution requirement. The Fund is not permitted

to carry forward any net ordinary losses it realizes in a taxable year to offset ordinary income it realizes in subsequent taxable years.

In addition to the special rules described above in respect of options, futures transactions and swaps, the Fund’s derivative transactions,

including transactions in options, futures contracts, straddles, securities loan and other similar transactions, including for hedging purposes,

will be subject to special tax rules (including constructive sale, mark-to-market, straddle, wash sale, and short sale rules), the effect of

which may be to accelerate income to the Fund, defer losses to the Fund, cause adjustments in the holding periods of the Fund’s securities,

convert long-term capital gains into short-term capital gains, short-term capital losses into long-term capital losses, or capital gains into

ordinary income. These rules could therefore affect the amount, timing and character of distributions to shareholders. The Fund may make

any applicable elections pertaining to such transactions consistent with the interests of the Fund.

Because these and other tax rules applicable to these types of transactions are in some cases uncertain under current law, an adverse

determination or future guidance by the IRS with respect to these rules (which determination or guidance could be retroactive) may affect

whether the Fund has made sufficient distributions, and otherwise satisfied the relevant requirements, to maintain its qualification as a

regulated investment company and avoid a Fund-level tax.

If the Fund participates in a short sale and, on the date of such short sale, the Fund either (i) does not hold securities substantially identical

to those sold short or (ii) has held such substantially identical securities for one year or less, the character of gain or loss realized on such a

short sale generally will be short-term. If the Fund participates in a short sale and, on the date of such short sale, the Fund has held

substantially identical securities for more than one year, the character of gain realized on such short sale will be determined by reference to

the Fund’s holding period in the property actually used to close the short sale; the character of loss realized on such short sale generally

will be long term, regardless of the holding period of the securities actually used to close such short sale. Because net short- term capital

gain (after reduction by any long-term capital loss) is generally taxed at ordinary income rates, the Fund’s short sale transactions can

increase the percentage of the Fund’s gains that are taxable to shareholders as ordinary income.

The Fund’s investments in shares of another ETF, a mutual fund or another company that qualifies as a RIC (each, an “investment

company”) can cause the Fund to be required to distribute greater amounts of net investment income or net capital gain than the Fund

would have distributed had it invested directly in the securities held by the investment company, rather than in shares of the investment

company. Further, the amount or timing of distributions from the Fund qualifying for treatment as a particular character (e.g., long-term

capital gain, eligibility for dividends-received deduction, etc.) will not necessarily be the same as it would have been had the Fund invested

directly in the securities held by the investment company.

Some debt obligations with a fixed maturity date of more than one year from the date of issuance (and zero-coupon debt obligations with a

fixed maturity date of more than one year from the date of issuance) that are acquired by the Fund will be treated as debt obligations that

are issued originally at a discount. Generally, the amount of the original issue discount (“OID”) is treated as interest income and is included

in the Fund’s income (and required to be distributed by the Fund) over the term of the debt security, even though payment of that amount is

not received until a later time, upon partial or full repayment or disposition of the debt security.

Some debt obligations with a fixed maturity date of more than one year from the date of issuance that are acquired by the Fund in the

secondary market may be treated as having market discount. Very generally, market discount is the excess of the stated redemption price of

a debt obligation (or in the case of an obligation issued with OID, its “revised issue price”) over the purchase price of such obligation.

Subject to the discussion below regarding Section 451 of the Code, (i) generally, any gain recognized on the disposition of, and any partial

payment of principal on, a debt security having market discount is treated as ordinary income to the extent the gain, or principal payment,

does not exceed the “accrued market discount” on such debt security, (ii) alternatively, the Fund may elect to accrue market discount

currently and thus distribute it over the term of the debt security, even though the payment of that amount is not received until a later time,

upon partial or full repayment or disposition of the debt security, and (iii) the rate at which the market discount accrues, and thus is

included in the Fund’s income, will depend upon which of the permitted accrual methods the Fund elects. Notwithstanding the foregoing,

effective for taxable years beginning after 2017, Section 451 of the Code generally requires any accrual method taxpayer to take into

account items of gross income no later than the time at which such items are taken into account as revenue in the taxpayer’s financial

statements. The application of Section 451 to the accrual of market discount is currently unclear. If Section 451 applies to the accrual of

market discount, the Fund must include in income any market discount as it takes the same into account on its financial statements.
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Some debt obligations with a fixed maturity date of one year or less from the date of issuance may be treated as having OID or “acquisition

discount” (very generally, the excess of the stated redemption price over the purchase price). Generally, the Fund will be required to

include the OID or acquisition discount in income (as ordinary income) over the term of the debt security, even though payment of that

amount is not received until a later time, upon partial or full repayment or disposition of the debt security. The rate at which OID or

acquisition discount accrues, and thus is included in the Fund’s income, will depend upon which of the permitted accrual methods the Fund

elects.

Some preferred securities may include provisions that permit the issuer, at its discretion, to defer the payment of distributions for a stated

period without any adverse consequences to the issuer. If the Fund owns a preferred security that is deferring the payment of its

distributions, the Fund may be required to report income for U.S. federal income tax purposes to the extent of any such deferred

distribution even though the Fund has not yet actually received the cash distribution.

If the Fund holds the foregoing kinds of obligations, or other obligations subject to special rules under the Code, it may be required to pay

out as an income distribution each year an amount which is greater than the total amount of cash interest the Fund actually received.

Such distributions may be made from the cash assets of the Fund or, if necessary, by liquidation of portfolio securities (including at a time

when it may not be advantageous to do so). The Fund may realize gains or losses from such liquidations. In the event the Fund realizes net

long-term or short-term capital gains from such transactions, its shareholders may receive a larger Capital Gain Dividend or ordinary

dividend, respectively, than they would in the absence of such transactions.

Investments in high-yield debt obligations (known as “junk”) or other distressed debt obligations that are at risk of or in default present

special tax issues for the Fund investing in or holding such securities. Tax rules are not entirely clear about issues such as whether or to

what extent the Fund should recognize market discount on a debt obligation, when the Fund may cease to accrue interest, OID or market

discount, when and to what extent the Fund may take deductions for bad debts or worthless securities and how the Fund should allocate

payments received on obligations in default between principal and income. These and other related issues will be addressed by the Fund as

necessary, in order to seek to ensure that it distribute sufficient income to preserve its eligibility for treatment as a RIC and does not

become subject to U.S. federal income or excise tax.

A portion of the OID paid or accrued on certain high-yield discount obligations owned by the Fund may not be deductible to the issuer and

will instead be treated as a dividend paid by the issuer for purposes of the dividends-received deduction. In such cases, if the issuer of the

obligation is a domestic corporation, dividend payments by the Fund may be eligible for the dividends-received deduction to the extent of

the deemed dividend portion of such OID.

Very generally, where the Fund purchases a bond at a price that exceeds the redemption price at maturity – that is, at a premium — the

premium is amortizable over the remaining term of the bond. In the case of a taxable bond, if the Fund makes an election applicable to all

such bonds it purchases, which election is irrevocable without consent of the IRS, the Fund reduces the current taxable income from the

bond by the amortized premium and reduces its tax basis in the bond by the amount of such offset; upon the disposition or maturity of such

bonds acquired on or after January 4, 2013, the Fund is permitted to deduct any remaining premium allocable to a prior period.

The Fund may invest directly or indirectly in residual interests in real estate mortgage investment conduits (“REMICs”) (including by

investing in residual interests in collateralized mortgage obligations with respect to which an election to be treated as a REMIC is in effect)

or equity interests in taxable mortgage pools (“TMPs”). Under a notice issued by the IRS in October 2006 and Treasury regulations that

have yet to be issued but may apply retroactively, a portion of the Fund’s income (including income allocated to the Fund from a pass-

through entity) that is attributable to a residual interest in a REMIC or an equity interest in a TMP (referred to in the Code as an “excess

inclusion”) will be subject to U.S. federal income tax in all events. This notice also provides, and the regulations are expected to provide,

that excess inclusion income of a RIC will be allocated to shareholders of the RIC in proportion to the dividends received by such

shareholders, with the same consequences as if the shareholders held the related interest directly. As a result, the Fund investing in such

interests may not be a suitable investment for charitable remainder trusts. See “Tax-Exempt Shareholders” below.

In general, excess inclusion income allocated to shareholders (i) cannot be offset by net operating losses (subject to a limited exception for

certain thrift institutions), (ii) will constitute unrelated business taxable income (“UBTI”) to entities (including a qualified pension plan, an

individual retirement account, a 401(k) plan, a Keogh plan or other tax-exempt entity) subject to tax on UBTI, thereby potentially requiring

such an entity that is allocated excess inclusion income, and otherwise might not be required to file a tax return, to file a tax return and pay

tax on such income, and (iii) in the case of a non-U.S. shareholder, will not qualify for any reduction in U.S. federal withholding tax. A

shareholder will be subject to U.S. federal income tax on such inclusions notwithstanding any exemption from such income tax otherwise

available under the Code.
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Any transactions by the Fund in foreign currencies, foreign currency-denominated debt obligations or certain foreign currency options,

futures contracts or forward contracts (or similar instruments) may give rise to ordinary income or loss to the extent such income or loss

results from fluctuations in the value of the foreign currency concerned. Such ordinary income treatment may accelerate Fund distributions

to shareholders and increase the distributions taxed to shareholders as ordinary income. Any net ordinary losses so created cannot be

carried forward by the Fund to offset income or gains earned in subsequent years.

Any equity investments by the Fund in certain “passive foreign investment companies” (“PFICs”) could potentially subject the Fund to a

U.S. federal income tax (including interest charges) on distributions received from the PFIC or on proceeds received from the disposition

of shares in the PFIC. This tax cannot be eliminated by making distributions to Fund shareholders. However, the Fund may elect to avoid

the imposition of that tax. For example, the Fund may elect to treat a PFIC as a “qualified electing fund” (i.e., make a “QEF election”), in

which case the Fund will be required to include its share of the PFIC’s income and net capital gains annually, regardless of whether it

receives any distribution from the PFIC. The Fund also may make an election to mark the gains (and to a limited extent losses) in such

holdings “to the market” as though it had sold and repurchased its holdings in those PFICs on the last day of the Fund’s taxable year. Such

gains and losses are treated as ordinary income and loss. The QEF and mark-to-market elections may accelerate the recognition of income

(without the receipt of cash) and increase the amount required to be distributed by the Fund to avoid taxation. Making either of these

elections therefore may require the Fund to liquidate other investments (including when it is not advantageous to do so) to meet its

distribution requirement, which also may accelerate the recognition of gain and affect the Fund’s total return. Dividends paid by PFICs will

not be eligible to be treated as “qualified dividend income.” Because it is not always possible to identify a foreign corporation as a PFIC,

the Fund may incur the tax and interest charges described above in some instances.

The Fund’s income from or its gains or proceeds in respect of the disposition of its investments in foreign countries may be subject to

withholding and other taxes imposed by such countries. These withholding and other taxes will decrease the Fund’s yield on the securities

subject to such taxes. Tax treaties between certain countries and the U.S. may reduce or eliminate such taxes.

In addition, certain of the Fund’s derivatives transactions and investments in foreign currency-denominated debt instruments as well as any

of the Fund’s transactions in foreign currencies or its hedging activities are likely to produce a difference between the Fund’s book income

and the sum of its taxable income and net tax-exempt income (if any). If the Fund’s book income exceeds the sum of its taxable income

(including net realized capital gains) and net tax-exempt income (if any), the distribution (if any) of such excess generally will be treated as

(i) a dividend to the extent of the Fund’s remaining earnings and profits (including earnings and profits arising from tax-exempt income),

(ii) thereafter, as a return of capital to the extent of the recipient’s basis in its shares, and (iii) thereafter, as gain from the sale or exchange

of a capital asset. If the Fund’s book income is less than the sum of its taxable income and net tax-exempt income (if any), the Fund could

be required to make distributions exceeding book income to qualify as a RIC that is accorded special tax treatment.

Backup Withholding

The Fund (or a broker or other financial intermediary through which shares are held) generally is required to withhold and remit to the U.S.

Treasury a percentage of the taxable distributions and redemption proceeds paid to any individual shareholder who fails to properly furnish

the Fund (or intermediary) with a correct taxpayer identification number (“TIN”), who has under-reported dividend or interest income, or

who fails to certify to the Fund (or intermediary) that he or she is not subject to such withholding. Backup withholding is not an additional

tax. Any amounts withheld may be credited against the shareholder’s U.S. federal income tax liability, provided the appropriate

information is furnished to the IRS.

Sale or Exchange of Fund Shares

The sale or exchange of Fund shares may give rise to a gain or loss to the shareholder. In general, any gain or loss realized upon a taxable

disposition of shares will be treated as long-term capital gain or loss if the shares have been held for more than 12 months. Otherwise, the

gain or loss on the taxable disposition of Fund shares will be treated as short-term capital gain or loss. However, any loss realized upon a

taxable disposition of shares held for six months or less will be treated as long-term, rather than short-term, to the extent of any Capital

Gain Dividends received (or deemed received) by the shareholder with respect to those shares. In addition, all or a portion of any loss

realized upon a taxable disposition of Fund shares will be disallowed under the “wash-sale” rule of the Code if other substantially identical

shares of the Fund are purchased within 30 days before or after the disposition. In such a case, the basis of the newly purchased shares will

be adjusted to reflect the disallowed loss.

Shareholders may be entitled to offset their Capital Gain Dividends with capital loss from other sources. The Code contains a number of

statutory provisions affecting the circumstances under which capital loss may be offset against capital gain and limiting the use of loss

from certain investments and activities. Accordingly, shareholders that have capital losses are urged to consult their tax advisers.
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Upon the exchange of Fund shares, the applicable Fund or, in the case of shares purchased through an intermediary, the intermediary may

be required to provide you and the IRS with cost basis and certain other related tax information about the Fund shares you exchanged. See

the Prospectus for more information.

Tax Shelter Reporting Regulations

Under Treasury regulations, if a shareholder recognizes a loss of $2 million or more for an individual shareholder or $10 million or more

for a corporate shareholder, the shareholder must file with the IRS a disclosure statement on Form 8886. Direct holders of portfolio

securities are in many cases excepted from this reporting requirement, but under current guidance, shareholders of a RIC are not excepted.

Future guidance may extend the current exception from this reporting requirement to shareholders of most or all RICs. The fact that a loss

is reportable under these regulations does not affect the legal determination of whether the taxpayer’s treatment of the loss is proper.

Shareholders should consult their tax advisers to determine the applicability of these regulations in light of their individual circumstances.

Non-U.S. Shareholders;

Distributions by the Fund to shareholders that are not “U.S. persons” within the meaning of the Code (“foreign shareholders”) properly

reported by the Fund as (1) Capital Gain Dividends, (2) short-term capital gain dividends, and (3) interest-related dividends, each as

defined and subject to certain conditions described below, generally will not be subject to withholding of U.S. federal income tax.

In general, the Code defines (1) “short-term capital gain dividends” as distributions of net short-term capital gains in excess of net long-

term capital losses, and (2) “interest-related dividends” as distributions from U.S. source interest income of types similar to those not

subject to U.S. federal income tax if earned directly by an individual foreign shareholder, in each case to the extent such distributions are

properly reported as such by the Fund in a written notice to shareholders.

The exceptions to withholding for Capital Gain Dividends and short-term capital gain dividends do not apply to (A) distributions to an

individual foreign shareholder who is present in the United States for a period or periods aggregating 183 days or more during the year of

the distribution and (B) distributions attributable to gain that is treated as effectively connected with the conduct by the foreign shareholder

of a trade or business within the United States under special rules regarding the disposition of U.S. real property interests (“USRPI”) as

described below. The exception to withholding for interest-related dividends does not apply to distributions to a foreign shareholder that

(A) has not provided a satisfactory statement that the beneficial owner is not a U.S. person, (B) to the extent that the dividend is

attributable to certain interest on an obligation if the foreign shareholder is the issuer or is a 10% shareholder of the issuer, (C) that is

within certain foreign countries that have inadequate information exchange with the United States, or (D) to the extent the dividend is

attributable to interest paid by a person that is a related person of the foreign shareholder and the foreign shareholder is a controlled foreign

corporation. The Fund is permitted to report such part of its dividends as interest-related or short-term capital gain dividends as are eligible

but is not required to do so. In the case of shares held through an intermediary, the intermediary may withhold even if the Fund reports all

or a portion of a payment as an interest-related or short-term capital gain dividend to shareholders. Foreign shareholders should contact

their intermediaries regarding the application of these rules to their accounts. Distributions by the Fund to foreign shareholders other than

Capital Gain Dividends, short-term capital gain dividends, and interest-related dividends (e.g., dividends attributable to dividend and

foreign-source interest income or to short-term capital gains or U.S. source interest income to which the exception from withholding

described above does not apply) are generally subject to withholding of U.S. federal income tax at a rate of 30% (or lower applicable treaty

rate). Foreign shareholders should contact their intermediaries regarding the application of these rules to their accounts.

A foreign shareholder is not, in general, subject to U.S. federal income tax on gains (and is not allowed a deduction for losses) realized on

the sale of shares of the Fund unless (i) such gain is effectively connected with the conduct of a trade or business carried on by such holder

within the United States, (ii) in the case of an individual holder, the holder is present in the United States for a period or periods

aggregating 183 days or more during the year of the sale and certain other conditions are met, or (iii) the special rules relating to gain

attributable to the sale or exchange of USRPIs apply to the foreign shareholder’s sale of shares of the Fund (as described below).

Foreign shareholders with respect to whom income from the Fund is effectively connected with a trade or business conducted by the

foreign shareholder within the United States will, in general, be subject to U.S. federal income tax on the income derived from the Fund at

the graduated rates applicable to U.S. citizens, residents or domestic corporations, whether such income is received in cash or reinvested in

shares of the Fund and, in the case of a foreign corporation, may also be subject to a branch profits tax.

If a foreign shareholder is eligible for the benefits of a tax treaty, any effectively connected income or gain will generally be subject to U.S.

federal income tax on a net basis only if it is also attributable to a permanent establishment maintained by the shareholder in the United

States. More generally, foreign shareholders who are residents in a country with an income tax treaty with the United States may obtain

different tax results than those described herein and are urged to consult their tax advisers.
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Special rules apply to distributions to certain foreign shareholders from a RIC that is a qualified investment entity (“QIE”) because it is

either a “U.S. real property holding corporation” (“USRPHC”) or former USRPHC or would be a USRPHC absent certain exclusions from

the definition of USRPIs. Very generally, a USRPHC is a domestic corporation that holds USRPIs — USRPIs are defined generally as any

interest in U.S. real property or any equity interest in a USRPHC or former USRPHC — the fair market value of which, during specified

testing periods, equals or exceeds 50% of the sum of the fair market values of the corporation’s USRPIs, interests in real property located

outside the United States and other assets. Neither Fund generally expects that it will be a USRPHC or would be a USRPHC but for the

operation of the special exceptions referred to above, and thus does not expect these special tax rules to apply. In order to qualify for any

exemption from withholding described above (to the extent applicable) or for lower withholding tax rates under applicable income tax

treaties, or to establish an exemption from backup withholding, a foreign shareholder must comply with applicable certification

requirements relating to its non-U.S. status (including, in general, furnishing an IRS Form W-8BEN, IRS Form W-8BEN-E or substitute

form). Foreign shareholders should contact their tax advisers in this regard.

A foreign shareholder may be subject to state and local tax and to the U.S. federal estate tax in addition to the U.S. federal tax on income

referred to above.

Tax-Exempt Shareholders

Under current law, a RIC serves to “block” (that is, prevent the attribution to shareholders of) unrelated business taxable income (“UBTI”)

from being realized by tax-exempt shareholders. Notwithstanding this “blocking” effect, a tax-exempt shareholder could realize UBTI by

virtue of its investment in a RIC if shares in that RIC constitute debt-financed property in the hands of the tax-exempt shareholder within

the meaning of Code Section 514(b).

A tax-exempt shareholder may also recognize UBTI if a RIC recognizes excess inclusion income derived from direct or indirect

investments in residual interests in REMICS or equity interests in TMPs if the amount of such income recognized by the RIC exceeds the

RIC’s investment company taxable income (after taking into account deductions for dividends paid by the RIC).

In addition, special tax consequences apply to charitable remainder trusts (“CRTs”) that invest in RICs that invest directly or indirectly in

residual interests in REMICs or equity interests in TMPs. Under legislation enacted in December 2006, a CRT (as defined in section 664 of

the Code) that realizes any UBTI for a taxable year must pay an excise tax annually of an amount equal to such UBTI. Under IRS guidance

issued in October 2006, a CRT will not recognize UBTI as a result of investing in a RIC to the extent it recognizes “excess inclusion

income.” Rather, if at any time during any taxable year a CRT (or one of certain other tax-exempt shareholders, such as the United States, a

state or political subdivision, or an agency or instrumentality thereof, and certain energy cooperatives) is a record holder of the RIC and

that RIC recognizes “excess inclusion income,” then the RIC will be subject to a tax on that portion of its “excess inclusion income” for

the taxable year that is allocable to such shareholders at the highest federal corporate income tax rate. The extent to which this IRS

guidance remains applicable in light of the December 2006 legislation is unclear. To the extent permitted under the 1940 Act, a RIC may

elect to specially allocate any such tax to the applicable CRT, or other shareholder, and thus reduce such shareholder’s distributions for the

year by the amount of the tax that relates to such shareholder’s interest in the RIC.

CRTs and other tax-exempt investors are urged to consult their tax advisers concerning the consequences of investing in the Fund.

Shareholder Reporting Obligations with Respect to Foreign Bank and Financial Accounts

Shareholders that are U.S. persons and own, directly or indirectly, more than 50% of the Fund could be required to report annually their

“financial interest” in the Fund’s “foreign financial accounts,” if any, on FinCEN Form 114, Report of Foreign Bank and Financial

Accounts (“FBAR”). Shareholders should consult a tax adviser, and persons investing in the Fund through an intermediary should contact

their intermediary, regarding the applicability to them of this reporting requirement.

Other Reporting and Withholding Requirements

Sections 1471-1474 of the Code and the U.S. Treasury and IRS guidance issued thereunder (collectively, “FATCA”) generally require the

Fund to obtain information sufficient to identify the status of each of their shareholders under FATCA or under an applicable

intergovernmental agreement (an “IGA”) between the United States and a foreign government. If a shareholder fails to provide the

requested information or otherwise fails to comply with FATCA or an IGA, the Fund may be required to withhold under FATCA at a rate of

30% with respect to that shareholder on ordinary dividends it pays and 30% of the gross proceeds of redemptions or exchanges of Fund

shares and certain Capital Gain Dividends it pays on or after January 1, 2019. If a payment by the Fund is subject to FATCA
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withholding, the Fund or its agent is required to withhold even if such payment would otherwise be exempt from withholding under the

rules applicable to foreign shareholders described above (e.g., Capital Gain Dividends, short-term capital gain dividends and interest-

related dividends).

Each prospective investor is urged to consult its tax adviser regarding the applicability of FATCA and any other reporting requirements

with respect to the prospective investor’s own situation. Persons investing in the Fund through an intermediary should contact their

intermediary regarding the application of this reporting and withholding regime to their investments in the Fund.

Creation and Redemption of Creation Units

An Authorized Participant that purchases Creation Units in exchange for cash, portfolio securities or a combination thereof is generally

expected to recognize a gain or a loss on the exchange. The gain or loss generally will be equal to the difference between the market value

of the Creation Units at the time and the sum of the cash paid by the Authorized Participant and the Authorized Participant’s aggregate

basis in any securities surrendered by the Authorized Participant. An Authorized Participant that redeems Creation Units for cash and/or

portfolio securities generally will recognize a gain or loss equal to the difference between the Authorized Participant’s basis in the Creation

Units surrendered and the sum of the cash received by the Authorized Participant and the aggregate market value of any securities received

by the Authorized Participant. In certain cases, however, the IRS may assert that a loss realized upon an exchange of securities for Creation

Units cannot be deducted currently under the rules governing “wash sales,” or on the basis that there has been no significant change in

economic position. Authorized Participants exchanging securities should consult their own tax adviser with respect to whether or when a

loss might be deductible.

Gain or loss recognized by an Authorized Participant upon a purchase of Creation Units in exchange for Component Securities may be

capital or ordinary gain or loss depending on the circumstances. Any capital gain or loss realized upon a purchase of Creation Units in

exchange for Component Securities generally will be treated as long-term capital gain or loss if the securities have been held for more than

one year. Any capital gain or loss realized upon a redemption of Creation Units generally will be treated as long-term capital gain or loss if

the Creation Units have been held for more than one year. Otherwise, such capital gain or loss generally will be treated as short-term

capital gain or loss. Authorized Participants should consult their own tax adviser with respect to the tax treatment to them of any creation

or redemption transaction.

Substantial Share Purchases by Authorized Participants

The Fund has the right to reject an order for a purchase of shares of the Fund if the purchaser (or 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 the 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.

Shares Purchased Through Tax Qualified Plans

Special tax rules apply to investments through defined contribution plans and other tax-qualified plans or tax-advantaged arrangements.

Shareholders should consult their tax advisers to determine the suitability of shares of the Fund as an investment through such plans and

arrangements and the precise effect of an investment on their particular tax situation.

State and Local Taxes

Although the Fund expects to qualify as a regulated investment company and to be relieved of all or substantially all federal income taxes,

depending upon the extent of its activities in states and localities in which its offices are maintained, in which its agents or independent

contractors are located or in which it is otherwise deemed to be conducting business, the Fund may be subject to the tax laws of such states

or localities.

General Considerations

The U.S. federal income tax discussion set forth above is for general information only. Prospective investors should consult their tax

advisers regarding the specific U.S. federal tax consequences of purchasing, holding, and disposing of shares of the Fund, as well as the

effects of state, local, foreign and other tax law and any proposed tax law changes.
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FINANCIAL STATEMENTS

An annual shareholder report containing financial statements audited by the Trust’s independent registered public accounting firm and an

unaudited semi-annual report will be sent to shareholders each year.
 

-41-



APPENDIX A —
IMPACT SHARES, CORP.
PROXY VOTING POLICY

Proxy Voting and Class Actions

Background

Rule 206(4)-6 under Advisers Act requires each registered investment adviser that exercises proxy voting authority with respect to Client

Securities to do the following:
 

 

•  Adopt and implement written policies and procedures reasonably designed to ensure that Impact Shares votes Client Securities

in the Clients’ best interests. Such policies and procedures must address the manner in which Impact Shares will resolve

material conflicts of interest that can arise during the proxy voting process.
 

 
•  Disclose to Clients how they may obtain information from Impact Shares about how Impact Shares voted with respect to their

Securities.
 

 
•  Describe to Clients Impact Shares’ proxy voting policies and procedures and, upon request, furnish a copy of the policies and

procedures.

Risks
 

 •  Impact Shares would violate its fiduciary duty to clients if it failed to properly develop proxy voting policies and procedures.

Policy

General

Impact Shares exercises proxy voting authority on behalf of Clients. It is Impact Shares’ policy generally to vote against any management

proposals that Impact Shares believes could prevent companies from realizing their maximum market value or would insulate companies

and/or management from accountability to shareholders or prudent regulatory compliance.

Impact Shares has retained Institutional Shareholder Services Inc. (“ISS”) to provide proxy voting services. Impact Shares’ proxy voting

guidelines have been provided to ISS for purposes of rendering those services.

Impact Shares may refrain from voting proxies at its discretion.

Conflicts of Interest

Impact Shares must act as a fiduciary when voting proxies on behalf of its clients. In that regard, Impact Shares seeks to avoid possible

conflicts of interest in connection with proxy voting. Examples of a conflict of interest include:
 

 
•  Impact Shares provides investment advice to an officer or director of an issuer. Impact Shares receives a proxy solicitation

from that issuer or from a competitor of that issuer.
 

 
•  Impact Shares or an affiliate has a financial interest in the outcome of a proxy vote, such as when Impact Shares is asked to

vote on a change in Rule 12b-1 fees paid by a mutual fund to investment advisers, including Impact Shares
 

 
•  An issuer or some other third party offers Impact Shares or an Employee compensation in exchange for voting a proxy in a

particular way.
 

 
•  An Employee, or a member of an employee’s household, has a personal or business relationship with an issuer. Impact Shares

receives a proxy solicitation from that issuer.
 

-42-



Guidelines

Business Operations

Impact Shares generally will vote in favor of proposals that are a standard and necessary aspect of business operations and that Impact

Shares believes will not typically have a significant negative effect on the value of the investment. Such proposals include, but are not

limited to:
 

 •  Name changes;
 

 •  Election of directors;
 

 •  Ratification of auditors;
 

 •  Maintaining current levels of directors’ indemnification and liability;
 

 
•  Increase in authorized shares (common stock only) if there is no intention to significantly dilute shareholders’ proportionate

interest; and
 

 •  Employee stock purchase or ownership plans.

Change in Status and Other Matters

Proposals that change the status of the corporation, its individual securities, or the ownership status of the securities will be reviewed on a

case-by-case basis. Changes in status include proposals regarding:
 

 •  Mergers, acquisitions, restructurings;
 

 •  Reincorporation; and
 

 •  Changes in capitalization.

Impact Shares will typically vote against any proposal that has a negative impact on its investment.

Voting on Social Matters

Impact Shares’ mission is to facilitate positive corporate social behavior through alignment of capital with specific desired corporate social

outcomes. Impact Shares may, at times, submit shareholder resolutions that further fund specific social outcomes and vote shares in line

with those outcomes. In line with that mission Impact Shares believes that well-managed companies are attentive to social impacts, and

take appropriate steps to measure, manage, and disclose policies, programs, and performance with respect to social impacts. Impact Shares

will generally support proposals that request that companies undertake reasonable efforts to measure, manage, and report on their social

impacts, including impacts throughout their supply chains. Corporations have a variety of impacts on society including, but not limited to,

the following categories:

Diversity. Companies that have strong diversity policies and programs and those that disclose the performance and success of those

programs are, we believe, less vulnerable to disruptions as a result of workplace strife, exceptional turnover, costly lawsuits and

reputational damage.
 

 

•  Impact Shares will generally vote in favor of proposals that request disclosure of a company’s workforce diversity data, pay

ratios by demographic categories and those that request that companies expand their equal employment opportunity statement

to include sexual orientation and gender identity and/or expression.

Gender Equality. Impact Shares believes that companies that take affirmative steps to attract, retain and promote women and to advance

gender equality and women’s empowerment in the workplace and beyond are better-managed companies.
 

 

•  Impact Shares will generally vote in favor of proposals that request the adoption of board committee charter language that

would require the company to consider female and/or minority candidates in every director search and those that seek

increased disclosure of policies and program aimed at promoting gender equality and empowerment.
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Human Rights. Impact Shares believes it is the responsibility of businesses to protect and uphold human rights in their own operations

and throughout their supply chain. It is also critical for companies to manage human rights as failing to do so can result in costly legal and

reputational risk.
 

 
•  Repressive Regimes: Impact Shares will generally vote in favor of proposals that request that companies adopt policies

regarding, or increase reporting around any involvement with, repressive regimes or conflict zones.
 

 
•  Human Trafficking: Impact Shares will generally vote in favor of proposals that request that companies adopt policies to

prohibit human (labor and sex) trafficking or programs to educate employees and consumers about related risks.
 

 

•  Negative Images & Stereotyping: Impact Shares will generally vote in favor of proposals that request that companies develop

policies governing the use of images of indigenous peoples, women or other identifiable groups in their advertising, brand, or

mascots.

Indigenous Peoples’ Welfare. Impact Shares believes a company’s effectiveness in managing indigenous relations is an indicator of

management quality. Failing to address indigenous relations issues when they arise can pose reputational, regulatory and financial risks to

corporations.
 

 
•  Impact Shares will generally vote in favor of proposals requesting that companies develop policies or programs to prevent or

mitigate harm to indigenous peoples, or that request that companies report on their impacts to indigenous peoples.

Labor Relations. Impact Shares believes that constructive labor management relations are an indicator of sound management and a

sustainable business model.
 

 
•  Impact Shares will generally vote in favor of proposals that request that companies adopt policies or codes of conduct that

address employees’ rights to collective bargaining or other labor relations issues that protect employees’ rights.

Product Safety and Integrity. Impact Shares believes that a company’s failure to comply with regulatory requirements and problems

associated with product safety or product promotion can have far-reaching, negative consequences for consumers and therefore can result

in reputational and financial damage to the company. Product recalls, often as a result of product safety issues, in particular, can cause

considerable harm to a company’s revenues, reputation, profitability, publicity and brand integrity.
 

 

•  Impact Shares will generally vote in favor of proposals that request that companies take steps to improve product-related

safety performance or report on product safety and integrity issues. These issues may include, but are not limited to, privacy &

data security, toxicity, animal welfare, nanomaterials, and product recalls.

Workplace Health and Safety. Impact Shares believes a company’s commitment to workplace and employee safety is a key component

of its overall sustainability profile. The costs of workplace accidents can grow quickly when factoring in workers’ compensation payments,

legal expenses associated with litigation, regulatory penalties and compliance costs.
 

 
•  Impact Shares will generally vote in favor of proposals that request that companies adopt policies to address workplace health

and safety and increase disclosure of workplace safety practices and performance.

Community. Impact Shares believes that companies that are committed to having a positive impact on the communities in which they

operate tend to be better-managed companies. Not only are these companies better able to avoid reputational and legal risks that can result

from negative community relations – positive community relations are often an indication of superior management.
 

 
•  Impact Shares will generally vote in favor of proposals that request that companies adopt policies or report on practices that

govern community engagement.

Other Issues

Impact Shares will vote on issues that are not covered in these Guidelines in accordance with the Principles outlined above.

Proxy Admin Procedures

In general, because Impact Shares will vote proxies according to the Proxy Administrator’s Proxy Voting Guidelines.

Impact Shares may determine that it is in the best interests of its clients to depart from Proxy Administrator’s Proxy Voting Guidelines

when voting a particular proxy. In this case, the CIO or
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Portfolio Manager will decide how to vote the proxy, providing the CCO with the reason for deviating from Proxy Administrator’s Proxy

Voting Guidelines and identifying any known conflicts of interest. The CCO will also conduct a review to determine if there are any

conflicts of interest related to the issuer. If no material conflicts of interest are identified, the CCO will direct the Proxy Administrator to

vote the proxy as recommended by the CIO or Portfolio Manager. If a material conflict of interest is identified, deviation from the Proxy

Administrator’s recommendation will not be permitted.

Class Actions

Impact Shares’ standard advisory contract authorizes Impact Shares to direct Client participation in class actions. Impact Shares shall

determine appropriate participation in any class action.

Impact Shares generally does not file class actions for accounts or funds which have been closed. Additionally, Impact Shares usually does

not serve as the lead plaintiff in class actions because the costs of such participation typically exceed any extra benefits that accrue to lead

plaintiffs.

Proxy Admin
 

 
•  The Chief Compliance Officer directs the Proxy Administrator to vote Client proxies according to their Proxy Voting

Guidelines. Any deviations from these recommendations must be approved in writing by the CCO.
 

 
•  Any proxy that potentially involves other conflicts of interest must be escalated to the Chief Compliance Officer for review

and determination of any further actions that may be appropriate.
 

 

•  Where the Chief Compliance Officer determines there is a potential for a material conflict of interest regarding a proxy, the

Chief Compliance Officer will consult with the portfolio manager and a determination will be made as to whether one or more

of the following steps will be taken: (i) inform Clients of the material conflict and Impact Shares’ voting decision; (ii) discuss

the proxy vote with Clients; (iii) fully disclose the material facts regarding the conflict and seek the Clients’ consent to vote the

proxy as intended; and/or (iv) seek the recommendations of an independent third party.

The Chief Compliance Officer will document the steps taken to evidence that the proxy vote was in the best interest of Clients and not the

product of any material conflict. Such documentation will be maintained in accordance with required recordkeeping procedures.

 
 

-45-



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 100
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 150
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 2.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (RRD Low Resolution \(Letter Page Size\))
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


