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Description Of The Trust And
The Fund

Trust provides for the perpetual existence of the Trust. The
Declaration of Trust further provides that the Trustees may
also terminate the Trust or any fund upon written notice to
the shareholders.

Cottonwood Mutual Funds (the “Trust”) is an open-end
management investment company organized as a statutory
trust under the laws of Delaware by the filing of a Certificate
of Trust on August 31, 2011. The Trust currently consists
of three series of units of beneficial interest (“shares”).
This SAI relates to the Clifford Capital Partners Fund (the
“Fund”). The Fund is a diversified fund. Much of the
information contained in this SAI expands on subjects
discussed in the Fund’s Prospectus. No investment in
shares of the Fund should be made without first reading the
Prospectus. The Fund is authorized to issue two classes of
shares: Investor Class shares imposing a 0.20% shareholder
services fee; and Institutional Class shares imposing no
shareholder services fee.

The Delaware Statutory Trust Act provides that a shareholder
of a Delaware statutory trust shall be entitled to the same
limitation of personal liability extended to shareholders of
Delaware corporations, and the Delaware Trust Instrument
provides that shareholders of the Trust shall not be liable for
the obligations of the Trust. The Delaware Trust Instrument
also provides for indemnification out of the Trust property
of any shareholder held personally liable solely by reason of
his or her being or having been a shareholder. The Delaware
Trust Instrument also provides that the Trust shall, upon
request, assume the defense of any claim made against any
shareholder for any act or obligation of the Trust, and shall
satisfy any judgment thereon. Thus, the risk of a shareholder
incurring financial loss on account of shareholder liability is
considered to be extremely remote.

The Declaration of Trust permits the Trustees to issue an
unlimited number of full and fractional shares of each series.
Each share of the Fund represents an equal proportionate
interest in the Fund with each other share of the Fund and
is entitled to a proportionate interest in the dividends and
distributions from the Fund. The shares of the Fund do not
have any preemptive rights. The investment adviser to the
Fund is Clifford Capital Partners, LLC (the “Adviser”).

The Delaware Trust instrument states further that no
Trustee, officer or agent of the Trust shall be personally
liable in connection with the administration or preservation
of the assets of a Fund or the conduct of the Trust’s business;
nor shall any Trustee, officer, or agent be personally liable to
any person for any action or failure to act except for his own
bad faith, willful misfeasance, gross negligence, or reckless
disregard of his duties. The Trust Instrument also provides
that all persons having any claim against the Trustees or the
Trust shall look solely to the assets of the Trust for payment.

Upon termination of the Fund, whether pursuant to
liquidation of the Trust or otherwise, shareholders of the
Fund are entitled to share pro rata in the net assets of the
Fund available for distribution to shareholders. The assets
received by the Fund for the issue or sale of its shares and
all income, earnings, profits, losses and proceeds therefrom,
subject only to the rights of creditors, are allocated to, and
constitute the underlying assets of, the Fund. The underlying
assets are segregated and are charged with the expenses with
respect to the Fund and with a share of the general expenses
of the Trust. Any general expenses of the Trust that are not
readily identifiable as belonging to a particular Fund are
allocated by or under the direction of the Trustees in such
manner as the Trustees determine to be fair and equitable.
While the expenses of the Trust are allocated to the separate
books of account of the Fund, certain expenses may be
legally chargeable against the assets of the Fund.

For information concerning the purchase and redemption of
shares of the Fund, see “Purchase and Sale of Fund Shares”
in the Prospectus. For a description of the methods used
to determine the share price and value of the Fund’s assets,
see “Pricing of Fund Shares” in the Prospectus and in this
Statement of Additional Information.

Additional Information About
Fund Investments And Risk
Considerations
This section contains a discussion of some of the investments
the Fund may make and some of the techniques it may use.

The Declaration of Trust also permits the Trustees, without
shareholder approval, to subdivide any series of shares or
Fund into various classes of shares with such dividend
preferences and other rights as the Trustees may designate.
The Trustees may also, without shareholder approval,
establish one or more additional separate portfolios for
investments in the Trust. Shareholders’ investments in such
an additional portfolio would be evidenced by a separate
series of shares (i.e., a new “Fund”). The Declaration of

Equity Securities. The Fund may invest in equity securities
such as common stock, preferred stock, convertible
securities, rights and warrants. Common stocks, the most
familiar type, represent an equity (ownership) interest in
a corporation. Warrants are options to purchase equity
securities at a specified price 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.
Although equity securities have a history of long term
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growth in value, their prices fluctuate based on changes in
a company’s financial condition and on overall market and
economic conditions.

in borrowing. The Fund may engage in borrowing in the
future and, to the extent it does so, the Fund will be permitted
to borrow money up to one-third of the value of its total
assets. Borrowing is a speculative technique that increases
both investment opportunity and a Fund’s ability to achieve
greater diversification. However, it also increases investment
risk. Because the Fund’s investments will fluctuate in value,
whereas the interest obligations on borrowed funds may be
fixed, during times of borrowing, the Fund’s net asset value
may tend to increase more when its investments increase in
value, and decrease more when its investments decrease in
value. In addition, interest costs on borrowings may fluctuate
with changing market interest rates and may partially offset or
exceed the return earned on the borrowed funds. Also, during
times of borrowing under adverse market conditions, the
Fund might have to sell portfolio securities to meet interest or
principal payments at a time when fundamental investment
considerations would not favor such sales.

Restricted and Illiquid Securities. The portfolio of the Fund
may contain illiquid securities. Illiquid securities generally
include securities which cannot be disposed of promptly
and in the ordinary course of business without taking a
reduced price. Securities may be illiquid due to contractual
or legal restrictions on resale or lack of a ready market. The
following securities are considered to be illiquid: repurchase
agreements and reverse repurchase agreements maturing
in more than seven days, nonpublicly offered securities
and restricted securities. Restricted securities are securities
where the resale of which is subject to legal or contractual
restrictions. Restricted securities may be sold only in
privately negotiated transactions, in a public offering with
respect to which a registration statement is in effect under
the Securities Act of 1933 or pursuant to Rule 144 or Rule
144A promulgated under such Act. Where registration is
required, the Fund may be obligated to pay all or part of
the registration expense, and a considerable period may
elapse between the time of the decision to sell and the time
such security may be sold under an effective registration
statement. If during such a period adverse market conditions
were to develop, a Fund might obtain a less favorable price
than the price it could have obtained when it decided to sell.
The Fund will not invest more than 15% of its net assets in
illiquid securities.

Financial Services Industry Obligations. The Fund may
invest in each of the following obligations of the financial
services industry:
(1) Certificate of Deposit. Certificates of deposit are
negotiable certificates evidencing the indebtedness of a
commercial bank or a savings and loan association to repay
funds deposited with it for a definite period of time (usually
from fourteen days to one year) at a stated or variable
interest rate.
(2) Time Deposits. Time deposits are non-negotiable
deposits maintained in a banking institution or a savings
and loan association for a specified period of time at a stated
interest rate.

With respect to Rule 144A securities, these restricted
securities are treated as exempt from the 15% limit on illiquid
securities, provided that a dealer or institutional trading
market in such securities exists. Under the supervision of
the Board of Trustees, the Adviser determines the liquidity
of restricted securities and, through reports from the
Adviser, the Board of Trustees will monitor trading activity
in restricted securities. If institutional trading in restricted
securities were to decline, the liquidity of a Fund could be
adversely affected.

(3) Bankers’ Acceptances. Bankers’ acceptances are credit
instruments evidencing the obligation of a bank to pay a draft
which has been drawn on it by a customer, which instruments
reflect the obligation both of the bank and of the drawer to
pay the face amount of the instrument upon maturity.
Repurchase Agreements. The Fund may invest in repurchase
agreements fully collateralized by obligations issued by
the U.S. government or agencies of the U.S. government
(“U.S. Government Obligations”). A repurchase agreement
is a short term investment in which the purchaser (i.e.,
the Fund) acquires ownership of a U.S. Government
Obligation (which may be of any maturity) and the seller
agrees to repurchase the obligation at a future time at a set
price, thereby determining the yield during the purchaser’s
holding period (usually not more than 7 days from the
date of purchase). Any repurchase transaction in which
the Fund engages will require full collateralization of the
seller’s obligation during the entire term of the repurchase
agreement. In the event of a bankruptcy or other default of
the seller, a Fund could experience both delays in liquidating

U.S. Government Securities. U.S. government securities
are high-quality debt securities issued or guaranteed by
the U.S. Treasury or by an agency or instrumentality of the
U.S. government. Not all U.S. government securities are
backed by the full faith and credit of, or guaranteed by the
United States Treasury. For example, securities issued by
the Farm Credit Banks or by the Federal National Mortgage
Association are supported by the instrumentality’s right
to borrow money from the U.S. Treasury under certain
circumstances. Moreover, securities issued by other agencies
or instrumentalities are supported only by the credit of the
entity that issued them.
Borrowing. At this time, the Fund does not expect to engage
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the underlying security and losses in value. However, the
Fund intends to enter into repurchase agreements only with
the custodian, other banks with assets of $1 billion or more
and registered securities dealers determined by the Adviser to
be creditworthy. The Adviser monitors the creditworthiness
of the banks and securities dealers with which a Fund engages
in repurchase transactions.

a senior security by the Fund, provided that the Fund’s
engagement in such activities is consistent with or
permitted by the Investment Company Act of 1940, as
amended (The “1940 Act”), the rules and regulations
promulgated thereunder or interpretations of the SEC
or its staff.
3. Underwriting. The Fund will not act as underwriter
of securities issued by other persons. This limitation is
not applicable to the extent that, in connection with the
disposition of portfolio securities (including restricted
securities), a Fund may be deemed an underwriter
under certain federal securities laws.

Cash Investments. Under normal market conditions, the
Fund may invest up to 50% of its net assets in cash. When the
Adviser believes market, economic or political conditions
are unfavorable for investors, the Adviser may invest up
to 100% of the Fund’s net assets in cash, cash equivalents
or other short-term investments. Unfavorable market or
economic conditions may include excessive volatility or a
prolonged general decline in the securities markets, or the
U.S. economy. The Adviser also may invest in these types of
securities or hold cash while looking for suitable investment
opportunities or to maintain liquidity.

4. Real Estate. The Fund will not purchase or sell real
estate. This limitation is not applicable to investments in
marketable securities which are secured by or represent
interests in real estate. This limitation does not preclude
the Fund from investing in mortgage-related securities
or investing in companies engaged in the real estate
business or that have a significant portion of their assets
in real estate (including real estate investment trusts).

Investment Limitations
Fundamental. The investment limitations described below
have been adopted by the Trust with respect to the Fund
and are fundamental (“Fundamental”), i.e., they may not
be changed without the affirmative vote of a majority of the
outstanding shares of the Fund. As used in the Prospectus
and the Statement of Additional Information, the term
“majority” of the outstanding shares of the Fund means
the lesser of: (1) 67% or more of the outstanding shares of
the Fund present at a meeting, if the holders of more than
50% of the outstanding shares of the Fund are present or
represented at such meeting; or (2) more than 50% of the
outstanding shares of the Fund. Other investment practices
which may be changed by the Board of Trustees without
the approval of shareholders to the extent permitted by
applicable law, regulation or regulatory policy are considered
non-fundamental (“Non-Fundamental”).

5. Commodities. The Fund will not purchase or sell
commodities unless acquired as a result of ownership
of securities or other investments. This limitation
does not preclude the Fund from purchasing or
selling options or futures contracts, from investing in
securities or other instruments backed by commodities
or from investing in companies which are engaged in a
commodities business or have a significant portion of
their assets in commodities.

6. Loans. The Fund will not make loans to other persons,
except: (a) by loaning portfolio securities; (b) by engaging
in repurchase agreements; or (c) by purchasing nonpublicly
offered debt securities. For purposes of this limitation, the
term “loans” shall not include the purchase of a portion of
an issue of publicly distributed bonds, debentures or other
securities.

1. Borrowing Money. The Fund will not borrow money,
except: (a) from a bank, provided that immediately after
such borrowing there is an asset coverage of 300% for
all borrowings of the Fund; or (b) from a bank or other
persons for temporary purposes only, provided that such
temporary borrowings are in an amount not exceeding
5% of the Fund’s total assets at the time when the
borrowing is made. This limitation does not preclude the
Fund from entering into reverse repurchase transactions,
provided that the Fund has an asset coverage of 300% for
all borrowings and repurchase commitments of the Fund
pursuant to reverse repurchase transactions.

7. Concentration. The Fund will not invest 25% or more
of its total assets in a particular industry or group
of industries. This limitation is not applicable to
investments in obligations issued or guaranteed by the
U.S. government, its agencies and instrumentalities or
repurchase agreements with respect thereto.
Additionally, as a matter of fundamental policy, the Fund
shall be a “diversified company” as that term is defined in the
1940 Act, as interpreted or modified by regulatory authorities
from time to time.
With respect to the percentages adopted by the Trust
as maximum limitations on its investment policies and
limitations, an excess above the fixed percentage will not
be a violation of the policy or limitation unless the excess

2. Senior Securities. The Fund will not issue senior
securities. This limitation is not applicable to activities
that may be deemed to involve the issuance or sale of
3

results immediately and directly from the acquisition of any
security or the action taken. This paragraph does not apply
to the borrowing policy set forth in paragraph 1 above.
With respect to Fund’s policy on concentration, the Fund
will use the Standard Industrial Classification Codes list that
is maintained by the Securities and Exchange Commission
to classify the Fund’s holdings by industry.

the Trust, furnishes office space and all necessary office
facilities, equipment and executive personnel necessary for
managing the assets of the Fund. Under this Agreement the
Adviser pays the operating expenses of the Fund excluding
fees payable under the Advisory Agreement, brokerage
fees and commissions, taxes, fees pursuant to a Rule 12b1 distribution plan, shareholder services fees, interest
expense, the costs of acquired fund fees and expenses, and
extraordinary expenses. For its services the Adviser receives
an investment management fee equal to 0.90% of the average
daily net assets of the Fund.

Non-Fundamental. The following limitations have been adopted
by the Trust with respect to the Fund and are Non-Fundamental
(see “Investment Limitations - Fundamental” above).
1. Pledging. The Fund will not mortgage, pledge,
hypothecate or in any manner transfer, as security for
indebtedness, any assets of the Fund except as may be
necessary in connection with borrowings described
in limitation (1) above. Margin deposits, security
interests, liens and collateral arrangements with respect
to transactions involving options, futures contracts,
short sales and other permitted investments and
techniques are not deemed to be a mortgage, pledge or
hypothecation of assets for purposes of this limitation.

The Adviser retains the right to use the name “Clifford” or
any derivative thereof in connection with another investment
company or business enterprise with which the Adviser is or
may become associated. The Trust’s right to use the name
“Clifford” or any derivative thereof automatically ceases
ninety days after termination of the Investment Advisory
Agreement and may be withdrawn by the Adviser on ninety
days written notice.
The Adviser may make payments to banks or other
financial institutions that provide shareholder services
and administer shareholder accounts. If a bank or other
financial institution were prohibited from continuing to
perform all or a part of such services, management of the
Fund believes that there would be no material impact on
the Fund or its shareholders. Financial institutions may
charge their customers fees for offering these services to the
extent permitted by applicable regulatory authorities, and
the overall return to those shareholders availing themselves
of the financial institution’s services will be lower than to
those shareholders who do not. The Fund may from time to
time purchase securities issued by financial institutions that
provide such services; however, in selecting investments for
the Fund, no preference will be shown for such securities.

2. Borrowing. The Fund will not purchase any security
while borrowings (including reverse repurchase
agreements) representing more than one third of its
total assets are outstanding.
3. Margin Purchases. The Fund will not purchase
securities or evidences of interest thereon on “margin.”
This limitation is not applicable to short term credit
obtained by a Fund for the clearance of purchases and
sales or redemption of securities, or to arrangements
with respect to transactions involving options, futures
contracts, short sales and other permitted investments
and techniques.
4. Options. The Fund will not purchase or sell puts,
calls, options or straddles, except as described in the
Statement of Additional Information.
5. Illiquid Investments. The Fund will not invest more
than 15% of its net assets in securities for which there
are legal or contractual restrictions on resale and other
illiquid securities.

Management

The Investment Adviser
The Adviser is Clifford Capital Partners, LLC, located at 233
S. Wacker Drive, Suite 8400, Chicago, Illinois 60606. The
Adviser was organized in 2010 as an Illinois limited liability
company. The Adviser is owned by Ryan P. Batchelor, CFA,
CPA (50%) and Wayne G. Pierson, CFA, CPA (50%). The
Adviser is registered with the SEC as an investment adviser.
Under the Investment Advisory Agreement, the Adviser,
at its own expense and without reimbursement from
4

The Portfolio Manager
The table below provides information regarding other accounts managed by the Portfolio Manager of the Fund as of
June 30, 2013.
Ryan P. Batchelor
Account Type
Registered Investment
Companies
Other Pooled Investment
Companies
Other Accounts

Number of Accounts
by Account Type

Total Assets By
Account Type

Number of Accounts
by Type Subject to a
Performance Fee

Total Assets by
Account Type Subject
to a Performance Fee

0

0

0

0

0

0

0

0

36

$8,807,833.61

0

0

Trustees And Officers

Mr. Batchelor is compensated through his equity ownership
in the Adviser. He does not receive separate compensation
for his service as portfolio manager. As an equity member
of the Adviser, the portfolio manager receives compensation
in the form of distributions and profits from the Adviser.

The Board of Trustees supervises the business activities of
the Trust. The names of the Trustees and executive officers of
the Trust are shown below. The Trustees who are “interested
persons” of the Trust, as defined in the Investment
Company Act of 1940, are indicated by an asterisk. Each
Trustee serves until the Trustee sooner dies, resigns, retires
or is removed. Each officer shall hold office until his or her
respective successors are chosen and qualified, or in each
case, until he or she sooner dies, resigns, is removed or
becomes disqualified.

The following table shows the dollar range of equity securities
beneficially owned by the Portfolio Manager in the Fund as
of November 30, 2013.
Name of Portfolio
Manager
Ryan P. Batchelor

Dollar Range of Equity
Securities in the Fund
None

The Board is currently composed of 3 Trustees, including
2 Trustees who are not “interested persons” of the Fund, as
that term is defined in the 1940 Act (each an “Independent
Trustee”). In addition to four regularly scheduled meetings
per year, the Board holds special meetings or informal
conference calls to discuss specific matters that may require
action prior to the next regular meeting. The Board of
Trustees has established an Audit Committee, Nominating
and Corporate Governance Committee and Valuation
Committee.

Potential conflicts of interest may arise because the
Portfolio Manager uses the same proprietary investment
methodology for the Fund as for other clients. This means
that the Portfolio Manager will make the investment
strategies used to manage the Fund available to other
clients. As a result, there may be circumstances under which
the Fund and other clients of the Adviser may compete in
purchasing available investments and, to the extent that
the demand exceeds the supply, may result in driving the
prices of such investments up, resulting in higher costs to
the Fund. There also may be circumstances under which
the Portfolio Manager recommends the purchase or sale of
various investments to other clients and do not purchase
or sell the same investments for the Fund, or purchases or
sells an investment for the Fund and does not include such
investment in recommendations provided to other clients.
This is because the Adviser’s portfolio recommendations
among clients differ based on each client’s investment policy
guidelines and/or prevailing market conditions at the time
such recommendation is made. The Portfolio Manager is
charged with preventing positions in portfolios from being
both long and short at the same time. The Portfolio Manager
uses a combination of proprietary software and third-party
risk management software to monitor and ensure that
positions are consistent across all portfolios.]

The Chairman of the Board of Trustees is Daniel T. Hart, who
is an “interested person” of the Trust, within the meaning of
the 1940 Act. The Trust does not have a “lead” independent
trustee. The use of an interested Chairman balanced by an
independent Audit Committee allows the Board to access
the expertise necessary to oversee the Trust, identify risks,
recognize shareholder concerns and needs and highlight
opportunities. The Audit Committee is able to focus Board
time and attention to matters of interest to shareholders and,
through its private sessions with the Trust’s auditor, Chief
Compliance Officer and legal counsel, stay fully informed
regarding management decisions. Considering the size
of the Trust and its shareholder base, the Trustees have
determined that an interested Chairman balanced by an
independent Audit Committee is the appropriate leadership
structure for the Board of Trustees.
5

Mutual funds face a number of risks, including investment
risk, compliance risk and valuation risk. The Board oversees
management of the Fund’s risks directly and through its
officers. While day-to-day risk management responsibilities
rest with the each Fund’s Chief Compliance Officer,
investment advisers and other service providers, the Board
monitors and tracks risk by: (1) receiving and reviewing
quarterly reports related to the performance and operations
of the Fund; (2) reviewing and approving, as applicable, the
compliance policies and procedures of the Trust, including
the Trust’s valuation policies and transaction procedures;
(3) periodically meeting with the portfolio manager to
review investment strategies, techniques and related risks;
(4) meeting with representatives of key service providers,
including the Fund’s investment advisers, administrator,
distributor, transfer agent and the independent registered
public accounting firm, to discuss the activities of the
Fund; (5) engaging the services of the Chief Compliance
Officer of the Fund to test the compliance procedures of the
Trust and its service providers; (6) receiving and reviewing
reports from the Trust’s independent registered public
accounting firm regarding the Fund’s financial condition
and the Trust’s internal controls; and (7) receiving and
reviewing an annual written report prepared by the Chief
Compliance Officer reviewing the adequacy of the Trust’s
compliance policies and procedures and the effectiveness
of their implementation. The Board has concluded that

its general oversight of the investment advisers and other
service providers as implemented through the reporting
and monitoring process outlined above allows the Board to
effectively administer its risk oversight function.
Generally, the Trust believes that each Trustee is competent
to serve because of their individual overall merits including:
(i) experience, (ii) qualifications, (iii) attributes and (iv)
skills. The characteristics that have led the Board to conclude
that each of the Trustees should serve as a Trustee of the
Trustees of the Trust are discussed below.
Daniel T. Hart. Mr. Hart has served as a Trustee since the
Trust’s inception. Mr. Hart has over 30 years of experience
in the financial services industry, including experience in
the area of execution, settlement and clearing of mutual
fund trades. This experience will allow Mr. Hart to provide
mutual fund operational knowledge to the Board of Trustees.
Leif Bollinger. Mr. Bollinger has served as a Trustee since the
Trust’s inception. Mr. Bollinger has a business and insurance
background and possesses a strong understanding of the
regulatory framework under which companies operate.
Shane N. Homan. Ms. Homan has served as a Trustee since
January 2014. Ms. Homan is a certified public accountant
and has a strong background corporate accounting, financial
reporting and operational accounting.
The trustees and officers, together with their addresses,
age, principal occupations during the past five years are as
follows:

Interested Trustee and Officers

Name,
Address** and
Age

Length
of Time
Served

Principal Occupation(s) during
Past 5 Years
Managing Director and Head of
Sales and Business Development,
Chairman of the
Indefinite Cortland Fund Services, LLC, 2010
Daniel T. Hart*
Board of Trustees Term; Since to present; Principal, International
Age: 61
Financial Administration (providing
and President
2012
administrative support to hedge funds
and private equity funds) 2005 to 2010.

Julian Winters
Age: 45

Position(s) with
the Trust

Chief
Compliance
Officer

Managing Member of Watermark
Solutions, LLC (investment
Indefinite compliance and consulting)
Term; Since since March 2007; previously,
2012
Vice President of Compliance
Administration of The Nottingham
Company.
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Number of
Portfolios
in Fund
Complex
Overseen
by Trustee

Other
Directorships
Held by
Trustee
During the
Past 5 Years

3

None

N/A

N/A

Greg Myers
Age: 38

Treasurer

Stuart Wood
Age: 34

Vice President

John H. Lively
Age: 45

Secretary

Cynthia D.
Baughman
Age: 45

Assistant
Secretary

Managing Director of Cortland
Indefinite Capital Market Services since May
2008; Manager of Specialty Bank
Term; Since
Loans for LaSalle Bank Global
2012
Securities and Trust Services Group;
July 2003 to August 2008.
Director of Fund Administration for
Cortland Capital Market Services
Since
since April 2012; Vice President
December of Financial Control for Citadel
Solutions/Omnium/Northern Trust
2012
Hedge Fund Services from September
2008 to April 2012.
Attorney, The Law Offices of John H.
Lively & Associates, Inc. (law firm),
March 2010 to present: Attorney,
Husch Blackwell Sanders LLP (law
Indefinite firm), March 2007 to February
Term; Since 2010; Managing Attorney, Raymond
James Financial (financial services),
2012
September 2005 to March 2007;
Assistant General Counsel, AIM
Investments (investment advisor),
October 2000 to September 2005.
Attorney, The Law Offices of John
H. Lively & Associates, Inc. (law
Indefinite firm), July 2011 to present; Associate,
Term; Since Investment Law Group, LLP (law
firm) (May 2009 – June 2011);
2012
Associate, Dechert, LLP (law firm)
(Oct. 1999 – Feb. 2009).

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

* Trustees who are considered “interested persons” as defined in Section 2(a)(19) of the Investment Company Act of 1940
by virtue of their affiliation with the Investment Adviser.
** The address of each trustee and officer is c/o Cottonwood Mutual Funds, 225 West Washington Street, 21st Floor,
Chicago, Illinois 60606.

Name,
Address** and
Age

Position(s)
with the
Trust

Leif Bollinger
Age: 42

Independent
Trustee

Shane Homan
Age: 39

Independent
Trustee

Length
of Time
Served

Principal Occupation(s) during
Past 5 Years
Product Development Manager,
CAN National Warranty
Corporation, May 2011 to present;
Indefinite Vice President of Business and
Term; Since Product Development, Guardian
Warranty, June 2008 to March 2010;
2012
Product Manager (Insurance),
Harley Davidson Financial services,
2006 to 2008.
Indefinite Director of Corporate Accounting
Term; Since for Harley Davidson Financial
Services, Inc. since 2006.
2013

Number of
Portfolios in
Fund Complex
Overseen by
Trustee

Other
Directorships
Held by Trustee
During the Past
5 Years

3

None

3

None

** The address of each trustee is c/o Cottonwood Mutual Funds, 225 West Washington Street, 21st Floor, Chicago, Illinois 60606.
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Shareholder Information

Board Interest In The Fund
Because the Fund is newly organized, none of the Trustees
own shares in the Fund.

Control Persons And Principal Holders Of Securities
A principal shareholder is any person who owns (either of
record or beneficially) 5% or more of the outstanding shares
of the Fund. A control person is one who owns, either directly
or indirectly, more than 25% of the voting securities of the
Fund or acknowledges the existence of such control. As a
controlling shareholder, each of these persons could control
the outcome of any proposal submitted to the shareholders
for approval, including changes to the Fund’s fundamental
policies or the terms of the investment advisory agreement
with the Adviser.

Compensation
The Trustees of the Fund who are officers or employees of the
Administrator receive no remuneration from the Fund. Each
of the other Trustees is paid an annual retainer of $2,000 and
is reimbursed for the expenses of attending meetings.

Audit Committee
The Board of Trustees has an Audit Committee, which is
comprised of the independent members of the Board of
Trustees, Mr. Bollinger and Ms. Homan. The Audit Committee
meets at least once a year, or more often as required, in
conjunction with meetings of the Board of Trustees. The Audit
Committee is responsible for (i) overseeing and monitoring
the Trust’s internal accounting and control structure, its
auditing function and its financial reporting process, (ii)
selecting and recommending to the full Board of Trustees the
appointment of auditors for the Trust, (iii) reviewing audit
plans, fees, and other material arrangements with respect to
the engagement of auditors, including permissible non-audit
services performed; (iv) reviewing the qualifications of the
auditor’s key personnel involved in the foregoing activities
and (v) monitoring the auditor’s independence. During the
past year, the Committee met twice.

As of the date of this SAI, the Trustees and officers of the
Trust own beneficially none of the outstanding shares of the
Fund. As of the date of this SAI, the Fund had no principal
shareholders or control persons.

Portfolio Transactions And Brokerage
Subject to policies established by the Board of Trustees, the
Adviser is responsible for the Fund’s portfolio decisions and
the placing of the Fund’s portfolio transactions. In placing
portfolio transactions, the Adviser seeks the best qualitative
execution for the Fund, taking into account such factors
as price (including the applicable brokerage commission
or dealer spread), the execution capability, financial
responsibility and responsiveness of the broker or dealer and
the brokerage and research services provided by the broker
or dealer. The Adviser generally seeks favorable prices and
commission rates that are reasonable in relation to the
benefits received. The Adviser may not give consideration
to sales of shares of the Trust as a factor in the selection
of brokers and dealers to execute portfolio transactions.
However, the Adviser may place portfolio transactions with
brokers or dealers that promote or sell the Fund’s shares
so long as such placements are made pursuant to policies
approved by the Fund’s Board of Trustees that are designed
to ensure that the selection is based on the quality of the
broker’s execution and not on its sales efforts.

Nominating And Corporate
Governance Committee
The Board of Trustees has a Nominating and Corporate
Governance Committee, which is comprised of the
independent members of the Board of Trustees, Mr. Bollinger
and Ms. Homan. The Nominating and Corporate Governance
Committee’s purposes, duties and powers are set forth in its
written charter, which are described in Exhibit C - the charter
also describes the process by which shareholders of the Trust
may make nominations. During the past year, the Committee
did not meet.

The Section 28(e) of the Securities Exchange Act of 1934
and the Investment Advisory Agreement, the Adviser is
specifically authorized to select brokers or dealers who also
provide brokerage and research services to the Fund and/
or the other accounts over which the Adviser exercises
investment discretion and to pay such brokers or dealers
a commission in excess of the commission another broker
or dealer would charge if the Adviser determines in good
faith that the commission is reasonable in relation to the
value of the brokerage and research services provided.
The determination may be viewed in terms of a particular
transaction or the Adviser’s overall responsibilities with
respect to the Trust and to other accounts over which it
exercises investment discretion.

Valuation Committee
The Board of Trustees has a Valuation Committee, which is
comprised of the Board’s Independent Trustees, Mr. Bollinger
and Ms. Homan. The Valuation Committee meets quarterly,
as needed, in the event that the Fund holds any securities that
are subject to valuation and it reviews the fair valuation of
such securities on an as needed basis. During the past year,
the Committee did not meet.
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Additional Tax Information

Research services include supplemental research, securities
and economic analyses, statistical services and information
with respect to the availability of securities or purchasers
or sellers of securities and analyses of reports concerning
performance of accounts. The research services and other
information furnished by brokers through whom the Fund
effects securities transactions may also be used by the
Adviser in servicing all of its accounts. Similarly, research
and information provided by brokers or dealers serving
other clients may be useful to the Adviser in connection
with its services to the Fund. Although research services and
other information are useful to the Fund and the Adviser,
it is not possible to place a dollar value on the research and
other information received. It is the opinion of the Board of
Trustees and the Adviser that the review and study of the
research and other information will not reduce the overall
cost to the Adviser of performing its duties to the Fund
under the Investment Advisory Agreement. Due to research
services provided by brokers, the Fund may direct trades to
certain brokers.

The following discussion is a summary of certain U.S.
federal income tax considerations affecting the Fund and
its shareholders. The discussion reflects applicable federal
income tax laws of the U.S. as of the date of this SAI, which
tax laws may be changed or subject to new interpretations
by the courts or the Internal Revenue Service (the “IRS”),
possibly with retroactive effect. No attempt is made to
present a detailed explanation of all U.S. income, estate or
gift tax, or foreign, state or local tax concerns affecting the
Fund and its shareholders (including shareholders owning
large positions in the Fund). The discussion set forth herein
does not constitute tax advice. Investors are urged to consult
their own tax advisors to determine the tax consequences to
them of investing in the Fund.
In addition, no attempt is made to address tax concerns
applicable to an investor with a special tax status such as a
financial institution, real estate investment trust, insurance
company, regulated investment company (“RIC”),
individual retirement account, other tax-exempt entity,
dealer in securities or non-U.S. investor. Furthermore,
this discussion does not reflect possible application of the
alternative minimum tax (“AMT”). Unless otherwise noted,
this discussion assumes shares of the Fund are held by U.S.
shareholders and that such shares are held as capital assets.
A U.S. shareholder is a beneficial owner of shares of the
Fund that is for U.S. federal income tax purposes:

Over-the-counter transactions will be placed either directly
with principal market makers or with broker-dealers, if the
same or a better price, including commissions and executions,
is available. Fixed income securities are normally purchased
directly from the issuer, an underwriter or a market maker.
Purchases include a concession paid by the issuer to the
underwriter and the purchase price paid to a market maker
may include the spread between the bid and asked prices.

a citizen or individual resident of the United States (including
certain former citizens and former long-term residents);
a corporation or other entity treated as a corporation for
U.S. federal income tax purposes, created or organized in
or under the laws of the United States or any state thereof
or the District of Columbia; an estate, the income of which
is subject to U.S. federal income taxation regardless of its
source; or a trust with respect to which a court within the
United States is able to exercise primary supervision over
its administration and one or more U.S. shareholders have
the authority to control all of its substantial decisions or the
trust has made a valid election in effect under applicable
Treasury regulations to be treated as a U.S. person.

When the Fund and another of the Adviser’s clients seek to
purchase or sell the same security at or about the same time,
the Adviser may execute the transaction on a combined
(“blocked”) basis. Blocked transactions can produce better
execution for the Fund because of the increased volume of
the transaction. If the entire blocked order is not filled, the
Fund may not be able to acquire as large a position in such
security as it desires or it may have to pay a higher price for
the security. Similarly, the Fund may not be able to obtain as
large an execution of an order to sell or as high a price for
any particular portfolio security if the other client desires
to sell the same portfolio security at the same time. In the
event that the entire blocked order is not filled, the purchase
or sale will normally be allocated on a pro rata basis. The
allocation may be adjusted by the Adviser, taking into
account such factors as the size of the individual orders and
transaction costs, when the Adviser believes an adjustment
is reasonable.

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

Each of the Trust and Adviser have adopted a Code of Ethics
under Rule 17j-1 of the Investment Company Act of 1940.
The personnel subject to the Code of Ethics are permitted
to invest in securities, including securities that may be
purchased or held by the Fund. You may obtain a copy of
the Code of Ethics from the SEC.
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Taxation as a RIC. The Fund intends to qualify and remain
qualified as a RIC under the Internal Revenue Code of 1986,
as amended (the “Internal Revenue Code”). The Fund will
qualify as a RIC if, among other things, it meets the sourceof-income and the asset-diversification requirements. With
respect to the source-of-income requirement, the Fund must
derive in each taxable year at least 90% of its gross income
(including tax-exempt interest) from (i) dividends, interest,
payments with respect to certain securities loans, gains from
the sale or other disposition of stock, securities or foreign
currencies, or other income (including but not limited to
gains from options, futures and forward contracts) derived
with respect to its business of investing in such shares,
securities or currencies and (ii) net income derived from
an interest in a “qualified publicly traded partnership.” A
“qualified publicly traded partnership” is generally defined
as a publicly traded partnership under Internal Revenue
Code section 7704. However, for these purposes, a qualified
publicly traded partnership does not include a publicly
traded partnership if 90% or more of its income is described
in (i) above. Income derived from a partnership (other
than a qualified publicly traded partnership) or trust is
qualifying income to the extent such income is attributable
to items of income of the partnership or trust which would
be qualifying income if realized by the Fund in the same
manner as realized by the partnership or trust.

failure does not exceed the lesser of 1% of the RIC’s assets,
or $10 million. Such cure right is similar to that previously
and currently permitted for a REIT.
Similarly, if a RIC fails this asset-diversification test and the
failure is not de minimis, a RIC can cure failure if: (a) the
RIC files with the Treasury Department a description of each
asset that causes the RIC to fail the diversification tests; (b)
the failure is due to reasonable cause and not willful neglect;
and (c) the failure is cured within six months (or such other
period specified by the Treasury). In such cases, a tax is
imposed on the RIC equal to the greater of: (a) $50,000 or
(b) an amount determined by multiplying the highest rate of
tax (currently 35%) by the amount of net income generated
during the period of diversification test failure by the assets
that caused the RIC to fail the diversification test.
If the Fund qualifies as a RIC and distributes to its
shareholders, for each taxable year, at least 90% of the
sum of (i) its “investment company taxable income” as
that term is defined in the Internal Revenue Code (which
includes, among other things, dividends, taxable interest,
the excess of any net short-term capital gains over net longterm capital losses and certain net foreign exchange gains
as reduced by certain deductible expenses) without regard
to the deduction for dividends paid, and (ii) the excess of
its gross tax-exempt interest, if any, over certain deductions
attributable to such interest that are otherwise disallowed,
the Fund will be relieved of U.S. federal income tax on any
income of the Fund, including long-term capital gains,
distributed to shareholders. However, any ordinary income
or capital gain retained by the Fund will be subject to U.S.
federal income tax at regular corporate federal income tax
rates (currently at a maximum rate of 35%). The Fund
intends to distribute at least annually substantially all of
its investment company taxable income, net tax-exempt
interest, and net capital gain.

If a RIC fails this 90% source-of-income test it is no longer
subject to a 35% penalty as long as such failure was due
to reasonable cause and not willful neglect. . Instead, the
amount of the penalty for non-compliance is the amount by
which the non-qualifying income exceeds one-ninth of the
qualifying gross income.
With respect to the asset-diversification requirement, the
Fund must diversify its holdings so that, at the end of each
quarter of each taxable year (i) at least 50% of the value of
the Fund’s total assets is represented by cash and cash items,
U.S. government securities, the securities of other RICs and
other securities, if such other securities of any one issuer do
not represent more than 5% of the value of the Fund’s total
assets or more than 10% of the outstanding voting securities
of such issuer, and (ii) not more than 25% of the value of
the Fund’s total assets is invested in the securities other than
U.S. government securities or the securities of other RICs of
(a) one issuer, (b) two or more issuers that are controlled by
the Fund and that are engaged in the same, similar or related
trades or businesses, or (c) one or more qualified publicly
traded partnerships.

The Fund will generally be subject to a nondeductible 4%
federal excise tax on the portion of its undistributed ordinary
income with respect to each calendar year and undistributed
capital gains if it fails to meet certain distribution
requirements with respect to the one-year period ending on
October 31 in that calendar year. To avoid the 4% federal
excise tax, the required minimum distribution is generally
equal to the sum of (i) 98.2% of the Fund’s ordinary income
(computed on a calendar year basis), (ii) 98% of the Fund’s
capital gain net income (generally computed for the one-year
period ending on October 31) and (iii) any income realized,
but not distributed, and on which it paid no federal income
tax in preceding years. The Funds generally intend to make
distributions in a timely manner in an amount at least equal
to the required minimum distribution and therefore, under
normal market conditions, do not expect to be subject to
this excise tax.

If a RIC fails this asset-diversification test, such RIC, in
addition to other cure provisions previously permitted, has
a 6-month period to correct any failure without incurring
a penalty if such failure is “de minimis”, meaning that the
10

The Fund may be required to recognize taxable income
in circumstances in which it does not receive cash. For
example, if the Fund holds debt obligations that are
treated under applicable tax rules as having original issue
discount (such as debt instruments with payment in kind
interest or, in certain cases, with increasing interest rates
or that are issued with warrants), the Fund must include in
income each year a portion of the original issue discount
that accrues over the life of the obligation regardless of
whether cash representing such income is received by the
Fund in the same taxable year. Because any original issue
discount accrued will be included in the Fund’s “investment
company taxable income” (discussed above) for the year of
accrual, the Fund may be required to make a distribution
to its shareholders to satisfy the distribution requirement,
even though it will not have received an amount of cash that
corresponds with the income earned.

In such event, the Fund’s distributions, to the extent derived
from the Fund’s current or accumulated earnings and profits,
would constitute ordinary dividends, which would generally
be eligible for the dividends received deduction available to
corporate shareholders, and non-corporate shareholders
would generally be able to treat such distributions as
“qualified dividend income” eligible for reduced rates of U.S.
federal income taxation, provided in each case that certain
holding period and other requirements are satisfied.
Distributions in excess of the Fund’s current and
accumulated earnings and profits would be treated first
as a return of capital to the extent of the shareholders’ tax
basis in their Fund shares, and any remaining distributions
would be treated as a capital gain. To qualify as a RIC in
a subsequent taxable year, the Fund would be required to
satisfy the source-of-income, the asset diversification, and
the annual distribution requirements for that year and
dispose of any earnings and profits from any year in which
the Fund failed to qualify for tax treatment as a RIC. Subject
to a limited exception applicable to RICs that qualified as
such under the Internal Revenue Code for at least one year
prior to disqualification and that requalify as a RIC no later
than the second year following the nonqualifying year, the
Fund would be subject to tax on any unrealized built-in
gains in the assets held by it during the period in which the
Fund failed to qualify for tax treatment as a RIC that are
recognized within the subsequent 10 years, unless the Fund
made a special election to pay corporate-level tax on such
built-in gain at the time of its requalification as a RIC.

To the extent that a Fund has capital loss carryforwards
from prior tax years, those carryforwards will reduce the
net capital gains that can support the Fund’s distribution
of Capital Gain Dividends. If the Fund uses net capital
losses incurred in taxable years beginning on or before
December 22, 2010 (pre-2011 losses), those carryforwards
will not reduce the Fund’s current earnings and profits, as
losses incurred in later years will. As a result, if that Fund
then makes distributions of capital gains recognized during
the current year in excess of net capital gains (as reduced
by carryforwards), the portion of the excess equal to pre2011 losses factoring into net capital gain will be taxable
as an ordinary dividend distribution, even though that
distributed excess amount would not have been subject to
tax if retained by the Fund. Capital loss carryforwards are
reduced to the extent they offset current-year net realized
capital gains, whether the Fund retains or distributes such
gains. Beginning in 2011, a RIC is permitted to carry forward
net capital losses indefinitely and may allow losses to retain
their original character (as short or as long-term). For net
capital losses recognized prior to such date, such losses
are permitted to be carried forward up to 8 years and are
characterized as short-term. These capital loss carryforwards
may be utilized in future years to offset net realized capital
gains of the Fund, if any, prior to distributing such gains to
shareholders. Except as set forth in “Failure to Qualify as
a RIC,” the remainder of this discussion assumes that the
Fund will qualify as a RIC for each taxable year.

Taxation for U.S. Shareholders. Distributions paid to U.S.
shareholders by the Fund from its investment company
taxable income (which is, generally, the Fund’s ordinary
income plus net realized short-term capital gains in excess
of net realized long-term capital losses) are generally taxable
to U.S. shareholders as ordinary income to the extent of
the Fund’s earnings and profits, whether paid in cash or
reinvested in additional shares. Such distributions (if
designated by the Fund) may qualify (i) for the dividends
received deduction in the case of corporate shareholders
under Section 243 of the Internal Revenue Code to the
extent that the Fund’s income consists of dividend income
from U.S. corporations, excluding distributions from taxexempt organizations, exempt farmers’ cooperatives or
real estate investment trusts or (ii) in the case of individual
shareholders, as qualified dividend income eligible to be
taxed at reduced rates under Section 1(h)(11) of the Internal
Revenue Code (which provides for a maximum 20% rate)
to the extent that the Fund receives qualified dividend
income, and provided in each case certain holding period
and other requirements are met. Qualified dividend income
is, in general, dividend income from taxable domestic
corporations and qualified foreign corporations (e.g.,

Failure to Qualify as a RIC. If the Fund is unable to satisfy
the 90% distribution requirement or otherwise fails to
qualify as a RIC in any year, it will be subject to corporate
level income tax on all of its income and gain, regardless of
whether or not such income was distributed. Distributions
to the Fund’s shareholders of such income and gain will not
be deductible by the Fund in computing its taxable income.
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generally, foreign corporations incorporated in a possession
of the United States or in certain countries with a qualified
comprehensive income tax treaty with the United States,
or the stock with respect to which such dividend is paid is
readily tradable on an established securities market in the
United States). A qualified foreign corporation generally
excludes any foreign corporation, which for the taxable
year of the corporation in which the dividend was paid, or
the preceding taxable year, is a passive foreign investment
company. Distributions made to a U.S. shareholder from
an excess of net long-term capital gains over net short-term
capital losses (“capital gain dividends”), including capital
gain dividends credited to such shareholder but retained
by the Fund, are taxable to such shareholder as long-term
capital gain if they have been properly designated by the
Fund, regardless of the length of time such shareholder
owned the shares of the Fund. Distributions in excess of
the Fund’s earnings and profits will be treated by the U.S.
shareholder, first, as a tax-free return of capital, which is
applied against and will reduce the adjusted tax basis of the
U.S. shareholder’s shares and, after such adjusted tax basis
is reduced to zero, will constitute capital gain to the U.S.
shareholder (assuming the shares are held as a capital asset).
The Fund is not required to provide written notice
designating the amount of any qualified dividend income or
capital gain dividends and other distributions. The Forms
1099 will instead serve this notice purpose.

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

As a RIC, the Fund will be subject to the AMT, but any
items that are treated differently for AMT purposes must
be apportioned between the Fund and the shareholders and
this may affect the shareholders’ AMT liabilities. The Fund
intends in general to apportion these items in the same
proportion that dividends paid to each shareholder bear to
the Fund’s taxable income (determined without regard to
the dividends paid deduction.
For purpose of determining (i) whether the annual
distribution requirement is satisfied for any year and (ii)
the amount of capital gain dividends paid for that year,
the Fund may, under certain circumstances, elect to treat a
dividend that is paid during the following taxable year as
if it had been paid during the taxable year in question. If
the Fund makes such an election, the U.S. shareholder will
still be treated as receiving the dividend in the taxable year
in which the distribution is made. However, any dividend
declared by the Fund in October, November or December
of any calendar year, payable to shareholders of record on
a specified date in such a month and actually paid during
January of the following year, will be treated as if it had been
received by the U.S. shareholders on December 31 of the
year in which the dividend was declared.

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

The Fund intends to distribute all realized capital gains, if any,
at least annually. If, however, the Fund were to retain any net
12

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

in respect of any 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 of
Section 1092 of the Internal Revenue Code, requiring that
losses be deferred and holding periods be tolled on offsetting
positions in options and stocks deemed to constitute
substantially similar or related property. 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 fail to qualify for the 70% dividendsreceived deduction, as the case may be.

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

The tax treatment of certain futures contracts entered into
by the Fund as well as listed non-equity options written or
purchased by the Fund on U.S. exchanges (including options
on futures contracts, equity indices and debt securities) will
be governed by section 1256 of the Internal Revenue Code
(“Section 1256 Contracts”). Gains or losses on Section 1256
Contracts generally are considered 60% long-term and 40%
short-term capital gains or losses (“60/40”), although certain
foreign currency gains and losses from such contracts may
be treated as ordinary in character. Also, Section 1256
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 Internal Revenue 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.

Options, Futures, Forward Contracts, Swap Agreements,
Hedges, Straddles and Other Transactions. In general,
option premiums received by the Fund are not immediately
included in the income of the Fund. Instead, the premiums
are recognized (i) when the option contract expires, (ii) the
option is exercised by the holder, or (iii) 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) 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. The gain or loss that may arise

In addition to the special rules described above in respect
of futures and options transactions, the Fund’s transactions
in other derivative instruments (e.g., forward contracts
and swap agreements) as well as any of its other hedging,
short sale or similar transactions, may be subject to one
or more special tax rules (e.g., notional principal contract,
straddle, constructive sale, wash sale and short sale rules).
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These rules may affect whether gains and losses recognized
by the Fund are treated as ordinary or capital or as shortterm or long-term, accelerate the recognition of income
or gains to the Fund, defer losses to the Fund, and cause
adjustments in the holding periods of the Fund’s securities.
These rules could therefore affect the amount, timing and/
or character of distributions to shareholders. 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 may
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 the Fund-level tax. The
Fund will monitor its transactions, will make appropriate
tax elections and will make appropriate entries in its books
and records in order to mitigate the effect of these rules.

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 may be 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 obligations issued with OID, its “revised
issue price”) over the purchase price of such obligation.
Generally, any gain recognized on the disposition of, and
any partial payment of principal on, a debt obligation 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 obligation. Alternatively,
the Fund may elect to accrue market discount currently, in
which case the Fund will be required to include the accrued
market discount in the Fund’s income (as ordinary income)
and thus distribute it 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 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.
In the case of higher-risk securities, the amount of market
discount may be unclear. See “Higher-Risk Securities.”

Certain of the Fund’s investments in derivative instruments
and foreign currency-denominated instruments, and any of
the Fund’s transactions in foreign currencies and hedging
activities, are likely to produce a difference between the Fund’s
book income and the sum of its taxable income and net taxexempt income (if any). If there is a difference between the
Fund’s book income and the sum of its taxable income and
net tax-exempt income (if any), the Fund may be required to
distribute amounts in excess of its book income or a portion
of Fund distributions may be treated as a return of capital to
shareholders. If the Fund’s book income exceeds the sum of
its taxable income (including 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 the
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 regulated investment company that is
accorded special tax treatment.

Some debt obligations (with a fixed maturity date of one
year or less from the date of issuance) that may be acquired
by the Fund may be treated as having “acquisition discount”
(very generally, the excess of the stated redemption price
over the purchase price), or OID in the case of certain types
of debt obligations. The Fund will be required to include
the acquisition discount, or OID, in income (as ordinary
income) over the term of the debt obligation, 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 Fund may make one or more of the elections
applicable to debt obligations having acquisition discount,
or OID, which could affect the character and timing of
recognition of income.
In addition, payment-in-kind securities will, and
commodity-linked notes may, give rise to income that is
required to be distributed and is taxable even though the
Fund holding the security receives no interest payment in
cash on the security during the year.

Original Issue Discount, Pay-In-Kind Securities, Market
Discount and Commodity-Linked Notes. 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 may be acquired by the Fund may 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
taxable income (and required to be distributed by the Fund)
over the term of the debt obligation, even though payment

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

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

Higher-Risk Securities. To the extent such investments
are permissible for the Fund, the Fund may invest in debt
obligations that are in the lowest rating categories or are
unrated, including debt obligations of issuers not currently
paying interest or who are in default. Investments in debt
obligations that are at risk of or in default present special tax
issues for the Fund. Tax rules are not entirely clear about issues
such as when the Fund may cease to accrue interest, OID or
market discount, when and to what extent deductions may be
taken for bad debts or worthless securities and how payments
received on obligations in default should be allocated
between principal and income. In limited circumstances, it
may also not be clear whether the Fund should recognize
market discount on a debt obligation, and if so, what amount
of market discount the Fund should recognize. These and
other related issues will be addressed by the Fund when, as
and if it invests in such securities, in order to seek to ensure
that it distributes sufficient income to preserve its status as a
regulated investment company and does not become subject
to U.S. federal income or excise tax.
Issuer Deductibility of Interest. A portion of the interest
paid or accrued on certain high yield discount obligations
owned by the Fund may not be deductible to (and thus, may
affect the cash flow of) the issuer. If a portion of the interest
paid or accrued on certain high yield discount obligations is
not deductible, that portion will be treated as a dividend for
purposes of the corporate dividends-received deduction. In
such cases, if the issuer of the high yield discount obligations 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 accrued interest.

Passive Foreign Investment Companies. A passive foreign
investment company (“PFIC”) is any foreign corporation:
(i) 75% or more of the gross income of which for the taxable
year is passive income, or (ii) the average percentage of the
assets of which (generally by value, but by adjusted tax basis
in certain cases) that produce or are held for the production
of passive income is at least 50%. Generally, passive income
for this purpose means dividends, interest (including income
equivalent to interest), royalties, rents, annuities, the excess
of gains over losses from certain property transactions and
commodities transactions, and foreign currency gains.
Passive income for this purpose does not include rents and
royalties received by the foreign corporation from active
business and certain income received from related persons.
Equity investments by the Fund in certain PFICs could
potentially subject the Fund to a U.S. federal income tax or
other charge (including interest charges) on the distributions
received from the PFIC or on proceeds received from
the disposition of shares in the PFIC. This tax cannot be
eliminated by making distributions to Fund shareholders.
However, the Fund may elect to avoid the imposition of that
tax. For example, if the Fund is in a position to and elects

Interest paid on debt obligations owned by the Fund, if any,
that are considered for U.S. tax purposes to be payable in the
equity of the issuer or a related party will not be deductible
to the issuer, possibly affecting the cash flow of the issuer.
Tax-Exempt Shareholders. A tax-exempt shareholder could
recognize UBTI by virtue of its investment in the Fund if
shares in the Fund constitute debt-financed property in the
hands of the tax-exempt shareholder within the meaning
of Internal Revenue Code Section 514(b). Furthermore, a
tax-exempt shareholder may recognize UBTI if the Fund
recognizes “excess inclusion income” derived from direct or
indirect investments in residual interests in REMICs or equity
interests in TMPs if the amount of such income recognized
by the Fund exceeds the Fund’s investment company taxable
income (after taking into account deductions for dividends
paid by the Fund).
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to treat a PFIC as a “qualified electing fund” (i.e., make a
“QEF election”), the Fund will be required to include its
share of the PFIC s income and net capital gains annually,
regardless of whether it receives any distribution from
the PFIC. Alternatively, the Fund may make an election
to mark the gains (and to a limited extent losses) in its
PFIC holdings “to the market” as though it had sold and
repurchased its holdings in those PFICs on the last day of
the Fund’s taxable year. Such gains and losses are treated as
ordinary income and loss. The QEF and mark-to-market
elections may accelerate the recognition of income (without
the receipt of cash) and increase the amount required to be
distributed by the Fund to avoid taxation. Making either of
these elections therefore may require the Fund to liquidate
other investments (including when it is not advantageous to
do so) to meet its distribution requirement, which also may
accelerate the recognition of gain and affect the Fund’s total
return. Dividends paid by PFICs will not be eligible to be
treated as “qualified dividend income.”

rate of 30% (or lower applicable treaty rate) even if they are
funded by income or gains (such as portfolio interest, shortterm capital gains, or foreign-source dividend and interest
income) that, if paid to a foreign person directly, would not
be subject to withholding.
Effective for taxable years of a regulated investment company
beginning before January 1, 2012, a regulated investment
company is not required to withhold any amounts (i) with
respect to distributions (other than distributions to a foreign
person (w) that does not provide a satisfactory statement
that the beneficial owner is not a U.S. person, (x) to the
extent that the dividend is attributable to certain interest
on an obligation if the foreign person is the issuer or is a
10% shareholder of the issuer, (y) that is within a foreign
country that has inadequate information exchange with the
United States, or (z) to the extent the dividend is attributable
to interest paid by a person that is a related person of the
foreign person and the foreign person is a controlled
foreign corporation) from U.S.-source interest income of
types similar to those not subject to U.S. federal income
tax if earned directly by an individual foreign person, to
the extent such distributions are properly reported as such
by the Fund in a written notice to shareholders (“interestrelated dividends”), and (ii) with respect to distributions
(other than (a) distributions to an individual foreign
person who is present in the United States for a period or
periods aggregating 183 days or more during the year of the
distribution and (b) distributions subject to special rules
regarding the disposition of U.S. real property interests as
described below) of net short-term capital gains in excess of
net long-term capital losses to the extent such distributions
are properly reported by the regulated investment company
(“short-term capital gain dividends”). If the Fund invests in
an underlying fund that pays such distributions to the Fund,
such distributions retain their character as not subject to
withholding if properly reported when paid by the Fund to
foreign persons.

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

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. These exemptions from
withholding will not be available to foreign shareholders
of Funds that do not currently report their dividends as
interest-related or short-term capital gain dividends.

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

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 shortterm capital gain dividend to shareholders. Foreign persons
should contact their intermediaries regarding the application
of these rules to their accounts.

Foreign Shareholders. Capital Gain Dividends are generally
not subject to withholding of U.S. federal income tax.
Absent a specific statutory exemption, dividends other than
Capital Gain Dividends paid by the Fund to a shareholder
that is not a “U.S. person” within the meaning of the Internal
Revenue Code (such shareholder, a “foreign shareholder”)
are subject to withholding of U.S. federal income tax at a

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

in which case such foreign shareholder generally would also
be required to file U.S. tax returns and pay any additional
taxes due in connection with the redemption.
Whether or not the Fund is characterized as a USRPHC will
depend upon the nature and mix of the Fund’s assets. The
Fund does not expect to be a USRPHC. Foreign shareholders
should consult their tax advisors concerning the application
of these rules to their investment in the Fund.
If a beneficial holder of Fund shares who is a foreign
shareholder has a trade or business in the United States, and
the dividends are effectively connected with the beneficial
holder’s conduct of that trade or business, the dividend will
be subject to U.S. federal net income taxation at regular
income tax rates.

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

If a beneficial holder of Fund shares who is a foreign
shareholder is eligible for the benefits of a tax treaty, any
effectively connected income or gain will generally be
subject to U.S. federal income tax on a net basis only if it is
also attributable to a permanent establishment maintained
by that beneficial holder in the United States.
To qualify for any exemptions from withholding described
above or for lower withholding tax rates under income
tax treaties, or to establish an exemption from backup
withholding, a foreign shareholder must comply with
special certification and filing requirements relating to its
non-US status (including, in general, furnishing an IRS
Form W-8BEN or substitute form). Foreign shareholders in
the Fund should consult their tax advisers in this regard.
A beneficial holder of Fund shares who is a foreign
shareholder may be subject to state and local tax and to
the U.S. federal estate tax in addition to the federal tax on
income referred to above.

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

Backup Withholding. The Fund generally is required to
withhold and remit to the U.S. Treasury a percentage of the
taxable distributions and redemption proceeds paid to any
individual shareholder who fails to properly furnish the
Fund with a correct taxpayer identification number, who
has under-reported dividend or interest income, or who
fails to certify to the Fund that he or she is not subject to
such withholding.
Backup withholding is not an additional tax. Any amounts
withheld may be credited against the shareholder’s U.S.
federal income tax liability, provided the appropriate
information is furnished to the IRS.
Tax Shelter Reporting Regulations. Under U.S. Treasury
regulations, if a shareholder recognizes a loss with respect
to the Fund’s shares of $2 million or more for an individual
shareholder or $10 million or more for a corporate
shareholder, the shareholder must file with the IRS a
disclosure statement on Form 8886. Direct shareholders

In addition, if the Fund were a USRPHC or former USRPHC,
it could be required to withhold U.S. tax on the proceeds of a
share redemption by a greater-than-5% foreign shareholder,
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Capital Gain Dividends, Short-Term Capital Gain Dividends
and interest-related dividends, as described above) will
be subject to the new 30% withholding requirement.
Payments to a foreign shareholder that is a “foreign financial
institution” will generally be subject to withholding, unless
such shareholder enters into a timely agreement with the IRS.
Payments to shareholders that are U.S. persons or foreign
individuals will generally not be subject to withholding,
so long as such shareholders provide the Fund with such
certifications or other documentation, including, to the
extent required, with regard to such shareholders’ direct
and indirect owners, as the Fund requires to comply with
the new rules. Persons investing in the Fund through an
intermediary should contact their intermediary regarding
the application of the new reporting and withholding regime
to their investments in the Fund.

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

Shareholders are urged to consult a tax advisor regarding
this new reporting and withholding regime, in light of their
particular circumstances.
Shares Purchased through Tax-Qualified Plans. Special tax
rules apply to investments through defined contribution plans
and other tax-qualified plans. Shareholders should consult
their tax advisers to determine the suitability of shares of the
Fund as an investment through such plans, and the precise
effect of an investment on their particular tax situation.
The foregoing is a general and abbreviated summary of the
provisions of the Internal Revenue Code and the Treasury
regulations in effect as they directly govern the taxation of
the Fund and its shareholders. These provisions are subject
to change by legislative and administrative action, and any
such change may be retroactive. Shareholders are urged to
consult their tax advisors regarding specific questions as
to U.S. federal income, estate or gift taxes, or foreign, state,
local taxes or other taxes.

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

Pricing And Purchase Of Fund
Shares
Pricing Of Fund Shares

The price (net asset value) of the shares of the Fund is
determined at the close of trading (normally 4:00 p.m.,
Eastern time) on each day the New York Stock Exchange is
open for business (the Exchange is closed on weekends, most
federal holidays, and Good Friday). For a description of the
methods used to determine the net asset value (share price),
see “Determination of Net Asset Value” in the Prospectus.
Equity securities generally are valued by using market
quotations, but may be valued on the basis of prices
furnished by a pricing service when the Adviser believes
such prices more accurately reflect the fair market value
of such securities. Securities that are traded on any stock
exchange or on the NASDAQ over-the-counter market are

The IRS has issued only very preliminary guidance with
respect to these new rules; their scope remains unclear
and potentially subject to material change. Very generally,
it is possible that distributions made by the Fund after the
dates noted above (or such later dates as may be provided in
future guidance) to a shareholder, including a distribution
in redemption of shares and a distribution of income or
gains otherwise exempt from withholding under the rules
applicable to non-U.S. shareholders described above (e.g.,
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generally valued by the pricing service at the last quoted
sale price. Lacking a last sale price, an equity security is
generally valued by the pricing service at its last bid price.
When market quotations are not readily available, when the
Adviser determines that the market quotation or the price
provided by the pricing service does not accurately reflect
the current market value, or when restricted or illiquid
securities are being valued, such securities are valued as
determined in good faith by the Adviser, in conformity with
guidelines adopted by and subject to review of the Board of
Trustees of the Trust.

for the development of internal practices, procedures and
controls, designation of anti-money laundering compliance
officers, an ongoing training program and an independent
audit function to determine the effectiveness of the Program.
The Trust has appointed an AML Officer under the Program.
Procedures to implement the Program include, but are
not limited to, determining that the Fund’s transfer agent
has established proper anti-money laundering procedures,
reporting suspicious and/or fraudulent activity and a
complete and thorough review of all new opening account
applications. The Fund will not transact business with
any person or entity whose identity cannot be adequately
verified under the provisions of the USA PATRIOT Act.

Fixed income securities generally are valued by using market
quotations, but may be valued on the basis of prices furnished
by a pricing service when the Adviser believes such prices
accurately reflect the fair market value of such securities. A
pricing service utilizes electronic data processing techniques
based on yield spreads relating to securities with similar
characteristics to determine prices for normal institutionalsize trading units of debt securities without regard to sale
or bid prices. If the Adviser decides that a price provided
by the pricing service does not accurately reflect the fair
market value of the securities, when prices are not readily
available from a pricing service, or when restricted or
illiquid securities are being valued, securities are valued at
fair value as determined in good faith by the Adviser, subject
to review of the Board of Trustees. Short term investments in
fixed income securities with maturities of less than 60 days
when acquired, or which subsequently are within 60 days of
maturity, are valued by using the amortized cost method of
valuation, which the Board has determined will represent
fair value.

Redemptions In Kind

The Fund does not intend to redeem shares in any form
except cash. However, if the redemption amount is over
the lesser of $250,000 or 1% of the Fund’s net asset value,
pursuant to an election under Rule 18f-1 under the 1940 Act
by the Trust on behalf of the Fund, the Fund has the right to
redeem your shares by giving you the amount that exceeds
the lesser of $250,000 or 1% of the Fund’s net asset value
in securities instead of cash. In the event that an in-kind
distribution is made, a shareholder may incur additional
expenses such as the payment of brokerage commissions on
the sale or other disposition of the securities received from
the Fund.

Additional Service Providers
Custodian

UMB Bank, N.A., 928 Grand Boulevard, 5th Floor,
Kansas City, MO 64106, acts as Fund custodian. It holds
all securities and cash of the Fund, delivers and receives
payment for securities sold, receives and pays for securities
purchased, collects income from investments and performs
other duties as directed by the Adviser. UMB Bank, N.A.
has no supervisory function over management of the Fund.

Purchases And Sales Through Broker Dealers
The Fund may be purchased through broker dealers and
other intermediaries. The Fund has authorized one or more
brokers to receive on its behalf purchase and redemption
orders. Such brokers are authorized to designate other
intermediaries to receive purchase and redemption orders on
the Fund’s behalf. The Fund will be deemed to have received
a purchase or redemption order when an authorized broker
or, if applicable, a broker’s authorized designee, received the
order. Customer orders will be priced at the Fund’s net asset
value next computed after they are received by an authorized
broker or the broker’s authorized designee.

Fund Services
Cortland Fund Services LLC (the “Administrator”), 225 W.
Washington Street, 21st Floor, Chicago, Illinois 60606, acts
as Administrator to the Fund. The Administrator engages,
oversees and coordinates the activities of the other service
providers, and monitors certain aspects of the Fund’s operations.
The Administrator provides the Fund with administrative
services, including regulatory reporting and necessary office
equipment, personnel and facilities. The Administrator
receives a monthly fee from the Adviser equal to an annual
rate of 0.20% of the Fund’s net assets. This contractual rate is
subject to a minimum monthly fee and decreases as assets in
the Fund increase. The minimum monthly fee may cause the
fee rate payable to exceed 0.20% until the Fund reaches $15

Anti-Money Laundering Program

The Trust has established an Anti-Money Laundering
Compliance Program (the “Program”) as required by
the Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct
Terrorism Act of 2001 (“USA PATRIOT Act”). To ensure
compliance with this law, the Trust’s Program provides
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Distributor

million. Mr. Hart, a Trustee of the Trust, is the President of the
Administrator. Mr. Myers, the Treasurer of the Trust, is the
managing director of the Administrator.

Rafferty Capital Markets, LLC (the “Distributor”), located
at 1010 Franklin Avenue, Suite 300A, Garden City, NY
11530, serves as the principal underwriter and distributor of
the Fund’s shares pursuant to an agreement with the Trust.
The Distributor promotes and sells shares of the Fund on a
continuous basis.

Mutual Shareholder Services, LLC. (“MSS”), 8000 Town
Centre Drive, Suite 400, Broadview Heights, OH 44147,
acts as the Fund’s sub-transfer agent. MSS maintains the
records of the shareholder’s account, answers shareholders’
inquiries concerning their accounts, processes purchases
and redemptions of the Fund’s shares, acts as dividend and
distribution disbursing agent and performs other transfer
agent and shareholder service functions. MSS receives an
annual fee from the Administrator of $11.50 per shareholder
(direct shareholders) or $8.00 per shareholder (fundserv
accounts) (subject to a minimum monthly fee of $775) for
these transfer agency services.

Shareholder Services Plan
The Fund has adopted a Shareholder Services Plan (“Plan”)
pursuant to Rule 12b-1 of the 1940 Act for the Investor
Class shares. As required by Rule 12b-1, the Plan (together
with the Distribution Agreement) has been approved by the
Trustees and separately by a majority of the Trustees who are
not interested persons of the Trust and who have no direct
or indirect financial interest in the operation of the Plan and
the Distribution Agreement.

In addition, MSS provides the Fund with fund accounting
services, which includes certain monthly reports, recordkeeping and other management-related services. For its
services as fund accountant, MSS receives an annual fee
from the Administrator based on the average value of the
Fund. These fees are: from $0 to $25 million in assets the
annual fee is $22,500, from $25 million to $50 million in
assets the annual fee is $31,700, from $50 million to $75
million in assets the annual fee is $37,450, from $75 million
to $100 million in assets the annual fee is $43,200, from $100
million to $125 million in assets the annual fee is $48,950,
from $125 million to $150 million in assets the annual fee
is $54,700, from $150 million to $200 million in assets the
annual fee is $60,450, from $200 million to $300 million in
assets the annual fee is $60,450 plus .01% on assets greater
than $200 million and above $300 in assets the annual fee is
$70,450 plus .005% on assets greater than $300 million.

Potential benefits of the Plan to the Fund include improved
shareholder services, savings to the Fund in transfer agency
costs, savings to the Fund in other expenses, benefits to the
investment process through growth and stability of assets,
and maintenance of a financially healthy management
organization. The continuation of the Plan must be
considered by the Trustees annually.
Under the Plan, the Investor Class shares of the Fund may
expend up to 0.20% of the Class’s average daily net assets
annually to finance any activity related to the servicing of
shareholder accounts, provided the Trustees have approved
the category of expenses for which payment is being made.
The Plan is a type of plan known as a “compensation”
plan because payments are made for services rendered
to the Fund with respect to Fund shares regardless of the
level of expenditures made by the Fund’s distributor. The
Trustees will, however, take into account such expenditures
for purposes of reviewing operations under the Plan and
considering the annual renewal of the Plan. The Distributor
has indicated that it expects its expenditures to include,
without limitation: (i) the printing and mailing to prospective
investors of Fund prospectuses, statements of additional
information, any supplements thereto, and shareholder
reports; (ii) those relating to the development, preparation,
printing, and mailing of advertisements, sales literature, and
other promotional materials describing and/or relating to
shares of the Fund; (iii) holding seminars and sales meetings
designed to promote the distribution of the Fund’s shares;
(iv) obtaining information and providing explanations to
wholesale and retail distributors of the Fund’s investment
objectives and policies and other information about the
Fund; (v) training sales personnel regarding the shares
of the Fund; and (vi) financing any other activity that the
Fund’s distributor determines is primarily intended to result
in the sale of shares of the Fund.

Independent Registered Public Accounting Firm
The firm of Cohen Fund Audit Services, LLC has been
selected as independent registered public accounting firm
for the Fund for the fiscal year ending December 31, 2014.
The independent registered public accounting firm performs
an annual audit of the Fund’s financial statements and
provides financial, tax and accounting consulting services
as requested.

Legal Counsel
The Law Offices of John H. Lively & Associates, Inc., a
member firm of The 1940 Act Law GroupTM, 11300
Tomahawk Creek Parkway, Suite 310, Leawood, KS 66211,
serves as legal counsel for the Trust and Fund.
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Disclosure Of Portfolio Holdings

history, that these are reasonable procedures to protect the
confidentiality of the Fund’s portfolio holdings and will
provide sufficient protection against personal trading based
on the information.

The Fund is required to include a schedule of portfolio
holdings in its annual and semi-annual reports to shareholders,
which is sent to shareholders within 60 days of the end of the
second and fourth fiscal quarters and which is filed with the
Securities and Exchange Commission (the “SEC”) on Form
N-CSR within 70 days of the end of the second and fourth
fiscal quarters. The Fund also is required to file a schedule
of portfolio holdings with the SEC on Form N-Q within 60
days of the end of the first and third fiscal quarters. The Fund
must provide a copy of the complete schedule of portfolio
holdings as filed with the SEC to any shareholder of the
Fund, upon request, free of charge. This policy is applied
uniformly to all shareholders of the Fund without regard to
the type of requesting shareholder (i.e., regardless of whether
the shareholder is an individual or institutional investor).
Information contained in annual and semi-annual reports
mailed to shareholders, as well as information filed with the
SEC on Form N-Q and information posted on the Fund’s
website, is public information. All other information is nonpublic information.

The Fund is prohibited from entering into any arrangements
with any person to make available information about the
Fund’s portfolio holdings without the specific approval of the
Board. The Adviser must submit any proposed arrangement
pursuant to which the Adviser intends to disclose the
Fund’s portfolio holdings to the Board, which will review
such arrangement to determine (i) whether it is in the best
interests of Fund shareholders, (ii) whether the information
will be kept confidential and (iii) whether the disclosure
presents a conflict of interest between the interests of Fund
shareholders and those of the Adviser, or any affiliated
person of the Fund, or the Adviser. Additionally, the Fund,
the Adviser, and any affiliated persons of the Adviser,
are prohibited from receiving compensation or other
consideration, for themselves or on behalf of the Fund, as a
result of disclosing the Fund’s portfolio holdings.

Proxy Voting Policies

The Fund has an ongoing relationship with third party
servicing agents to release portfolio holdings information
on a daily basis in order for those parties to perform their
duties on behalf of the Fund. These third party servicing
agents are the Adviser, Distributor, Transfer Agent, Fund
Accounting Agent, Administrator and Custodian. The Fund
also may disclose portfolio holdings, as needed, to auditors,
legal counsel, proxy voting services (if applicable), pricing
services, printers, parties to merger and reorganization
agreements and their agents, and prospective or newly
hired investment advisers or sub-advisers. The Fund’s Chief
Compliance Officer must authorize all disclosures of portfolio
holdings. The lag between the date of the information and
the date on which the information is disclosed will vary
based on the identity of the party to whom the information
is disclosed. For instance, the information may be provided
to auditors within days of the end of an annual period, while
the information may be given to legal counsel or prospective
sub-advisers at any time. This information is disclosed to
all such third parties under conditions of confidentiality.
“Conditions of confidentiality” include: (i) confidentiality
clauses in written agreements; (ii) confidentiality implied
by the nature of the relationship (e.g., attorney-client
relationship): (iii) confidentiality required by fiduciary or
regulatory principles (e.g., custody relationships); or (iv)
understandings or expectations between the parties that the
information will be kept confidential. The Fund also releases
information to Morningstar or other entities that track and
rank mutual fund performance on a delayed basis after
the information has been filed with the SEC or otherwise
made public. The Fund believes, based upon its size and

The Trust and the Adviser each have adopted proxy voting
policies and procedures reasonably designed to ensure
that proxies are voted in shareholders’ best interests. As a
brief summary, the Trust’s policy delegates responsibility
regarding proxy voting to the Adviser subject to the
supervision of the Board of Trustees. The Adviser votes the
Fund’s proxies in accordance with its proxy voting policy,
subject to the provisions of the Trust’s policy regarding
conflicts of interests. The Trust’s Proxy Voting Policy and
Procedure is attached as Exhibit A. The Adviser’s Proxy
Voting Policy and Procedure is attached as Exhibit B.
The Trust’s policy provides that, if a conflict of interest
between the Adviser and its affiliates and the Fund arises
with respect to any proxy, the Adviser must fully disclose
the conflict to the Board of Trustees and vote the proxy in
accordance with the Board’s instructions. The Board shall
make the proxy voting decision that in its judgment, after
reviewing the recommendation of the Adviser, is most
consistent with the Adviser’s proxy voting policies and in
the best interests of Fund shareholders.
The actual voting records relating to portfolio securities
during the most recent 12-Month period ended June 30 will
be available after August 31 without charge, upon request
by calling toll-free, 866-878-5677 or by accessing the SEC’s
website at www.sec.gov. In addition, a copy of the Trust’s and
the Adviser’s proxy voting policy and procedures are also
available by calling 866-878-5677 and will be sent within
three business days of receipt of a request.
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Exhibit A

Cottonwood Mutual Funds
PROXY VOTING POLICY AND PROCEDURES
Introduction

information sufficient to allow an informed vote on all proxy
solicitations, ensure that all proxy votes are cast in a timely
fashion, and maintain all records required to be maintained
by the Fund under the Proxy Rule and the 1940 Act. The
Adviser shall perform these duties in accordance with the
Adviser’s proxy voting policy (each an “Adviser’s Voting
Policy”), a copy of which shall be presented to the Board for
its review. The Adviser shall promptly provide to the Board
updates to its proxy voting policy as they are adopted and
implemented.

The Cottonwood Mutual Funds (the “Trust”) is a registered
open-end investment company under the Investment
Company Act of 1940, as amended (“1940 Act”). The Trust
may offer multiple series (each a “Fund” and, collectively,
the “Funds”). Effective April 14, 2003, the Securities and
Exchange Commission (“SEC”) adopted rule and form
amendments under the Securities Act of 1933, the Securities
Exchange Act of 1934, and the 1940 Act to require registered
management investment companies to provide disclosure
about how they vote proxies for their portfolio securities
(collectively, the rule and form amendments are referred to
herein as the “Proxy Rule”).

The Board, including a majority of the independent trustees
of the Board, shall approve the Adviser’s Voting Policy as
it relates to each Fund. The Board shall also approve any
material changes to the Adviser’s Voting Policy no later than
four (4) months after adoption by the Adviser.

Consistent with its fiduciary duties and pursuant to the Proxy
Rule, the Board of Trustees of the Trust (the “Board”) has
adopted this proxy voting policy on behalf of the Trust (the
“Policy”) to reflect its commitment to ensure that proxies
are voted in a manner consistent with the best interests of
the Fund’s shareholders. While decisions about how to vote
must be determined on a case-by-case basis, proxy voting
decisions will be made considering these guidelines and
following the procedures recited herein. This policy may be
amended, from time to time, as determined by the Board.
The Proxy Rule requires that each series of shares of the
Trust listed on Exhibit A, attached hereto, (each a “Fund”),
disclose the policies and procedures used to determine
how to vote proxies for portfolio securities. The Proxy Rule
also requires each Fund to file with the SEC and to make
available to their shareholders the specific proxy votes cast
for portfolio securities.

Conflict of Interest Transactions
In some instances, the Adviser may be asked to cast a proxy
vote that presents a conflict between the interests of a Fund’s
shareholders, and those of the Adviser or an affiliated person
of the Adviser. In such case, the Adviser is instructed to
abstain from making a voting decision and to forward all
necessary proxy voting materials to the Trust to enable the
Board to make a voting decision.
When the Board is required to make a proxy voting decision,
only the Trustees without a conflict of interest with regard to
the security in question or the matter to be voted upon shall
be permitted to participate in the decision of how the Fund’s
vote will be cast. In the event that the Board is required to
vote a proxy because the Adviser has a conflict of interest
with respect to the proxy, the Board will vote such proxy
in accordance with the Adviser’s proxy voting policy, to the
extent consistent with the shareholders’ best interests, as
determined by the Board in its discretion. The Board shall
notify the Adviser of its final decision on the matter and the
Adviser shall vote in accordance with the Board’s decision.

Delegation of Proxy Voting Authority to Fund
Adviser
The Board believes that the investment adviser (or subadviser as the case may be) of each Fund (each an “Adviser”),
as the entity that selects the individual securities that
comprise its Fund’s portfolio, is the most knowledgeable and
best-suited entity to make decisions on how to vote proxies
of portfolio companies held by that Fund. Therefore, subject
to the oversight of the Board, the Trust shall defer to and rely
on the Adviser of each Fund to make decisions on how to
cast proxy votes on behalf of such Fund.

Oversight of the Advisers’ Proxy Voting
Compliance Activities
The Adviser shall present to the Trust’s Board a quarterly
report summarizing its proxy voting compliance activities
for the preceding quarter. The Board shall review the report
to ensure compliance with the Proxy Rule and with this
Policy, and shall determine the steps and procedures, if any,
that must be undertaken or adopted by the Trust and the
Adviser to ensure further compliance with the relevant laws.

The Trust hereby designates the Adviser of each Fund as
the entity responsible for exercising proxy voting authority
with regard to securities held in the Fund’s investment
portfolio. Consistent with its duties under this Policy, the
Adviser shall monitor and review corporate transactions
of corporations in which the Fund has invested, obtain all
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Availability of Proxy Voting Policy and Records
Available to Fund Shareholders

regarding how the Fund voted proxies relating to portfolio
securities during the most recent twelve-month period
ended June 30th is available (1) without charge upon
request, by calling a specified toll-free (or collect) telephone
number, or (if applicable) on or through the Fund’s website
at a specified Internet address; and (2) on the SEC’s website.
If the Fund discloses that its proxy voting record is available
by calling a toll-free (or collect) telephone number, it shall
send the information disclosed in the Fund’s most recently
filed report on Form N-PX within three business days of
receipt of a request for this information, by first-class mail
or other means designed to ensure equally prompt delivery.
If a Fund has a website, the Fund may post of copy of the
Adviser’s proxy voting policy and this Policy on such
website. A copy of such policies and of each Fund’s proxy
voting record shall also be made available, without charge,
upon request of any shareholder of the Fund, by calling the
applicable Fund’s toll-free telephone number as printed in
the Fund’s prospectus. The Trust shall reply to any Fund
shareholder request within three business days of receipt of
the request, by first-class mail or other means designed to
ensure equally prompt delivery.

Each Fund shall disclose this Policy, or a description of the
Policy, to its shareholders by including it as an appendix
to its Statement of Additional Information (“SAI”) on
Form N-1A. Each Fund will also notify its shareholders
in the Fund’s shareholder reports that a description of this
Policy is available upon request, without charge, by calling
a specified toll-free telephone number. The Fund will send
this description of the Policy within three business days
of receipt of any shareholder request, by first-class mail or
other means designed to ensure equally prompt delivery.
In accordance with the Proxy Rule, the Adviser shall provide
a complete voting record, for each series of the Trust for
which it acts as adviser, to the Trust’s administrator within
15 days following the end of each required reporting
period. The Trust’s administrator will file Form N-PX with
the SEC on an annual basis with the Securities and Exchange
Commission no later than August 31st of each year.
Each Fund, subject to oversight of the Board, shall disclose
the Fund’s complete proxy voting record to its shareholders
on Form N-PX, as required by the Proxy Rule, for the
twelve-month period ended June 30th. Each Fund shall
disclose the following information on Form N-PX for each
matter relating to a portfolio security considered at any
shareholder meeting held during the period covered by the
report and with respect to which to the Fund was entitled
to vote: (i) the name of the issuer of the portfolio security;
(ii) the exchange ticker symbol of the portfolio security (if
available through reasonably practicable means); (iii) the
Council on Uniform Security Identification Procedures
(“CUSIP”) number for the portfolio security (if available
through reasonably practicable means); (iv) the shareholder
meeting date; (v) a brief identification of the matter voted
on; (vi) whether the matter was proposed by the issuer or by
a security holder; (vii) whether the Fund cast its vote on the
matter; (viii) how the Fund cast its vote (e.g., for or against
proposal, or abstain; for or withhold regarding election of
directors); and (ix) whether the Fund cast its vote for or
against management.

Adopted: February 14, 2012

Each Fund shall make its proxy voting record available to
shareholders either upon request or by making available
an electronic version on or through the Fund’s website, if
applicable. If the Fund discloses its proxy voting record on
or through its website, the Fund shall post the information
disclosed in the Fund’s most recently filed report on Form
N-PX on the website beginning the same day it files such
information with the SEC.
Each Fund shall also include in its annual reports, semiannual reports and SAI a statement that information
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Exhibit A

(as updated November 7, 2013)
HAGIN Keystone Market Neutral Fund
Armour Tactical Flex Fund
Clifford Capital Partners Fund
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Exhibit B

Clifford Capital Partners, LLC
Proxy Voting Policy
Clifford Capital Partners, LLC (the “Adviser”) believes
that each proxy proposal should be individually reviewed
to determine whether the proposal is in the best interests
of its clients. As a result, similar proposals for different
companies may receive different votes because of different
corporate circumstances. Wayne G. Pierson, CCO, is
responsible for overseeing the proxy voting program.

4. The first consideration is whether the proxy is a routine
item, a non-routine item or a conflict of interest
item. Ryan Batchelor is responsible for making this
determination.
Routine items may include:
•
•
•
•

In order to comply with Rule 206(4)-6, as well as revision to
Rule 204-2, the Adviser hereby adopts the following policy
and procedures (“policy”) relating to the handling of proxy
voting on behalf of client accounts.

Director elections
Selection of independent auditors
Increases in or reclassification of common stock
Changes to the board of directors

Non-routine items may include:
• Mergers/reorganizations
• Amendments to corporate charter or by-laws that
might materially affect shareholder rights
• Shareholder proposals opposed by management

This policy is designed to ensure that the Adviser, when
requested by its clients, votes all proxies in the best interests
of our clients. Though our client agreement states that we
normally vote proxies on behalf of our clients as a matter of
course, if a client chooses to retain the right and power to
vote his or her own proxies, of course the Adviser respects
that decision.

Conflict of Interest items may include:
• Instances where CCP manages a pension or
employee benefit plan for a company soliciting proxies
• Instances where a client or an affiliated person of
CCP may serve on the Board of Directors for a company
soliciting proxies

In voting proxy proposals, we seek to avoid all material
conflicts of interest that may arise from time to time. In the
event there is a conflict of interest, the Adviser will normally
advise the affected client(s) in writing, describing the
conflict and the choices of action available to the client with
respect to voting the proxy in question. Material conflicts
most often arise when a client or employee of the Adviser is
materially related to a firm, the securities of which may be
held in client accounts from time to time.

5. Each proxy is voted according to the decisions made.
6. The decision made with respect to each proxy is 		
    recorded on the Data sheet.
II. Voting Policies
Given that the goal of this policy is to vote each proxy in
the best interest of each individual shareholder, it is possible
that some proxies could be voted differently for different
clients. In general, the Adviser believes that voting proxies
in accordance with the following policies, with respect to
such routine items, is in the best interests of our clients:

The Adviser has appointed Ryan Batchelor, to oversee the
proxy-voting program. He may delegate certain administrative
functions of the program to another member of the staff, but
retains overall responsibility for its undertaking.
I. Specific Procedures

We will generally vote for the election of directors (where
no corporate governance issues are implicated); We will
generally vote for proposals that strengthen the shared
interests of shareholders and management; We will generally
vote for the selection of independent auditors based on
management or director recommendation, unless a conflict
of interest is perceived; We will generally vote for proposals
that we believe may lead to an increase in shareholder value;
We will generally vote for management recommendations
adding or amending indemnification provisions in charter
or by-laws; We will generally vote for proposals that maintain
or increase the rights of shareholders.

1. A record of each proxy received shall be maintained.
2. When a proxy notice is received, the first step is to
determine which accounts hold the security to which the
proxy relates, as well as the number of votes controlled
by each account. This information is listed on an Excel
spreadsheet (the “Data Sheet”), along with any other
relevant information, such as the date by which votes
must be cast.
3. Each proxy received will be carefully considered in
order to attempt to determine the choice that will
result in the most advantageous position for each client
affected. Any research material necessary to make the
best possible decision will be gathered and maintained,
as appropriate.

We will generally vote against any proposals that we believe
will have negative impact on shareholder value or rights.
While all proxies will receive attention and consideration,
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more detailed research will be conducted for non-routine
items and conflict of interest items.
III. Disclosure and Recordkeeping
Our Form ADV has been updated to include a brief
summary of our proxy voting policy, and to offer a copy
of the complete policy to any client upon request. Clients
also have the right to request and receive information as to
how we have voted proxies in the past. This information will
not include any client information. The records relating to
proxy voting activities must be maintained for a total of five
years. We also keep a record of any requests for proxy voting
history, together with a copy of our response to each.
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Exhibit C

Nominating and Corporate Governance Committee Charter
Cottonwood Mutual Funds
Nominating and Corporate Governance Committee
Membership

recommendations for any such action to the full Board.
Other Powers and Responsibilities

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

1. The Committee shall have the resources and authority
appropriate to discharge its responsibilities, including
authority to retain special counsel and other experts or
consultants at the expense of the Trust.
2. The Committee shall review this Charter at least
annually and recommend any changes to the full Board
of Trustees.
3. APPENDIX A TO THE NOMINATING AND
CORPORATE GOVERNANCE COMMITTEE
CHARTER
4. COTTONWOOD MUTUAL FUNDS
5. PROCEDURES WITH RESPECT TO NOMINEES TO
THE BOARD

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

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

2. The Committee shall periodically review Board
governance procedures and shall recommend any
appropriate changes to the full Board of Trustees.
3. The Committee shall periodically review the
composition of the Board of Trustees to determine
whether it may be appropriate to add individuals with
different backgrounds or skill sets from those already on
the Board.
4. The Committee shall periodically review trustee
compensation and shall recommend any appropriate
changes to the Independent Trustees as a group.

II. Shareholder Candidates. The Nominating and Corporate
Governance Committee shall, when identifying candidates for
the position of Independent Trustee, consider any such candidate
recommended by a shareholder if such recommendation
contains: (i) sufficient background information concerning the
candidate, including evidence the candidate is willing to serve
as an Independent Trustee if selected for the position; and (ii)
is received in a sufficiently timely manner as determined by
the Nominating and Corporate Governance Committee in its
discretion. Shareholders shall be directed to address any such
recommendations in writing to the attention of the Nominating
and Corporate Governance Committee, c/o the Secretary of
the Trust. The Secretary shall retain copies of any shareholder
recommendations which meet the foregoing requirements for
a period of not more than 12 months following receipt. The
Secretary shall have no obligation to acknowledge receipt of
any shareholder recommendations.

Committee Nominations and Functions
1. The Committee shall make nominations for
membership on all committees and shall review
committee assignments at least annually.
2. The Committee shall review, as necessary, the
responsibilities of any committees of the Board,
whether there is a continuing need for each committee,
whether there is a need for additional committees
of the Board, and whether committees should be
combined or reorganized. The Committee shall make

III. Evaluation of Candidates. In evaluating a candidate for a
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position on the Board of Trustees, including any candidate
recommended by shareholders of the Trust, the Nominating
and Corporate Governance Committee shall consider the
following: (i) the candidate’s knowledge in matters relating
to the mutual fund industry; (ii) any experience possessed
by the candidate as a director or senior officer of public
companies; (iii) the candidate’s educational background;
(iv) the candidate’s reputation for high ethical standards and
professional integrity; (v) any specific financial, technical or
other expertise possessed by the candidate, and the extent to
which such expertise would complement the Board’s existing
mix of skills, core competencies and qualifications; (vi) the
candidate’s perceived ability to contribute to the ongoing
functions of the Board, including the candidate’s ability
and commitment to attend meetings regularly and work
collaboratively with other members of the Board; (vii) the
candidate’s ability to qualify as an Independent Trustee and
any other actual or potential conflicts of interest involving
the candidate and the Trust; and (viii) such other factors as
the Nominating and Corporate Governance Committee
determines to be relevant in light of the existing composition
of the Board and any anticipated vacancies. Prior to making
a final recommendation to the Board, the Nominating and
Corporate Governance Committee shall conduct personal
interviews with those candidates it concludes are the most
qualified candidates.
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