INNOVATOR ETFS TRUST
(the “Trust,” and each series of the Trust, a “Fund”)
SUPPLEMENT TO EACH FUND’S STATEMENT OF ADDITIONAL INFORMATION
MAY 6, 2020
1.

Notwithstanding anything to the contrary in each Fund’s Statement of Additional Information,
the “Management of the Trust” section is amended by deleting footnote number 2 of the
“Trustees and Officers” table in its entirety. Additionally, the last row of the “Trustee and
Officers” table is deleted in its entirety and replaced with the below:

Kevin Gustafson

Chief Compliance

109 N. Hale Street

Officer and Anti-

Innovator Capital Management

Wheaton, IL 60187

Money

LLC (2019 – present); General

Laundering

Counsel, Innovator Capital

Officer

Management LLC (2019 –

Year of Birth: 1965

Since 2020

Chief Compliance Officer,

N/A

None

Present); Chief Compliance
Officer, General Counsel and
Chief Risk Officer, Americas,
Eastspring Investments, Inc.
(2012 – 2019)

2.

Notwithstanding anything to the contrary in each Fund’s Statement of Additional Information,
the section “Management of the Trust—Risk Oversight” is revised by deleting the second
paragraph in its entirety and replacing it with the below:
The Board has also appointed a Chief Compliance Officer (“CCO”) who
oversees the implementation and evaluation of the Fund’s compliance
program. Kevin Gustafson serves as CCO and Anti-Money Laundering
Officer of the Trust.
Not all risks that may affect a Fund can be identified nor can controls be
developed to eliminate or mitigate their occurrence or effects. It may not
be practical or cost effective to eliminate or mitigate certain risks, the
processes and controls employed to address certain risks may be limited
in their effectiveness. Further, some risks are simply beyond the
reasonable control of a Fund or the Advisor or other service providers.
There can be no guarantee that any risk management systems established
by a Fund, its service providers, or issuers of the securities in which a
Fund invests will succeed, and a Fund cannot control such systems put in
place by service providers, issuers or other third parties whose operations
may affect the Fund and/or its shareholders. Moreover, it is necessary to
bear certain risks (such as investment related risks) to achieve a Fund's
goals. As a result of the foregoing and other factors, a Fund's ability to
manage
risk
is
subject
to
substantial
limitations.
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INNOVATOR ETFS TRUST
(the “Trust,” and each series of the Trust, a “Fund”)
SUPPLEMENT TO EACH FUND’S PROSPECTUS AND STATEMENT OF ADDITIONAL INFORMATION

MARCH 26, 2020
1.

Notwithstanding anything to the contrary in each Fund’s prospectus, the section entitled
“Additional Risks of Investing in the Fund” is revised such that following disclosure is added to
the end of the paragraph entitled “Market Risk”:
In addition, local, regional or global events such as war, acts of
terrorism, spread of infectious diseases or other public health issues,
recessions, or other events could have a significant negative impact on a
Fund and its investments. Such events may affect certain geographic
regions, countries, sectors and industries more significantly than others.
Such events could adversely affect the prices and liquidity of a Fund’s
portfolio securities or other instruments and could result in disruptions in
the trading markets. Any of such circumstances could have a materially
negative impact on the value of a Fund’s Shares and result in increased
market volatility. During any such events, a Fund’s Shares may trade at
increased premiums or discounts to their NAV.

2.

Notwithstanding anything to the contrary in each Fund’s statement of additional information, the
section entitled “Investment Strategies and Risk” is revised to include the following disclosure:
Market Risk. Market risk is the risk that a particular security, or Shares
of a Fund in general, may fall in value. Securities are subject to market
fluctuations caused by such factors as economic, political, regulatory or
market developments, changes in interest rates and perceived trends in
securities prices. Shares of a Fund could decline in value or
underperform other investments due to short-term market movements or
any longer periods during more prolonged market downturns. In
addition, local, regional or global events such as war, acts of terrorism,
spread of infectious diseases or other public health issues, recessions, or
other events could have a significant negative impact on a Fund and its
investments. Such events may affect certain geographic regions,
countries, sectors and industries more significantly than others. Such
events could adversely affect the prices and liquidity of a Fund’s
portfolio securities or other instruments and could result in disruptions in
the trading markets. Any of such circumstances could have a materially
negative impact on the value of a Fund’s Shares and result in increased
market volatility. During any such events, a Fund’s Shares may trade at
increased premiums or discounts to their NAV.
Health crises caused by the outbreak of infectious diseases or other
public health issues, may exacerbate other pre-existing political, social,
economic, market and financial risks. The impact of any such events,

could negatively affect the global economy, as well as the economies of
individual countries or regions, the financial performance of individual
companies, sectors and industries, and the markets in general in
significant and unforeseen ways. Any such impact could adversely affect
the prices and liquidity of the securities and other instruments in which a
Fund invests and negatively impact a Fund’s investment return.
For example, an outbreak of a respiratory disease designated as COVID19 was first detected in China in December 2019 and subsequently
spread internationally. The transmission of COVID-19 and efforts to
contain its spread have resulted in international, national and local border
closings and other significant travel restrictions and disruptions,
significant disruptions to business operations, supply chains and
customer activity, event cancellations and restrictions, service
cancellations, reductions and other changes, significant challenges in
healthcare service preparation and delivery, and quarantines, as well as
general concern and uncertainty that has negatively affected the
economic environment. These impacts also have caused significant
volatility and declines in global financial markets, which have caused
losses for investors. The impact of this COVID-19 pandemic may be
short term or may last for an extended period of time, and in either case
could result in a substantial economic downturn or recession.
In addition, the operations of a Fund, the Adviser and a Fund’s other
service providers may be significantly impacted, or even temporarily or
permanently halted, as a result of government quarantine measures,
voluntary and precautionary restrictions on travel or meetings and other
factors related to a public health emergency, including its potential
adverse impact on the health of any such entity’s personnel

PLEASE KEEP THIS SUPPLEMENT FOR FUTURE REFERENCE

STATEMENT OF ADDITIONAL INFORMATION

Innovator MSCI EAFE Power Buffer ETFTM – July (IJUL)
Innovator MSCI Emerging Markets Power Buffer ETFTM – July (EJUL)
Innovator Nasdaq-100 Power Buffer ETFTM – October (NOCT)
Innovator Russell 2000 Power Buffer ETFTM – October (KOCT)
March 2, 2020
109 North Hale Street
Wheaton, Illinois 60187
www.innovatoretfs.com
This Statement of Additional Information (“SAI”) describes shares of each the funds set forth
above (each a “Fund” and collectively, the “Funds”), each a series of Innovator ETFs Trust (the
“Trust”). Each Fund’s investment adviser is Innovator Capital Management, LLC (“Innovator”
or the “Adviser”) and investment sub-adviser is Milliman Financial Risk Management LLC
(“Milliman” or the “Sub-Adviser”). The Funds’ distributor is Foreside Fund Services, LLC
(“Foreside” or the “Distributor”). The shares of Innovator MSCI EAFE Power Buffer ETFTM –
July and Innovator MSCI Emerging Markets Power Buffer ETFTM – July are principally listed
for trading on NYSE Arca. The shares of Innovator Nasdaq-100 Power Buffer ETFTM – October
and Innovator Russell 2000 Power Buffer ETFTM – October are principally listed for trading on
on Cboe BZX.
This SAI supplements the information contained in each Fund’s Prospectus, each dated
March 2, 2020, as each may be amended from time to time. This SAI should be read in
conjunction with the Prospectus. This SAI is not itself a prospectus but is, in its entirety,
incorporated by reference into the Prospectus. A copy of the Funds’ most recent annual report,
semi-annual report or the Prospectus for a Fund may be obtained, without charge, by writing the
Adviser at the address listed above or by calling (800) 208-5212.
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GENERAL INFORMATION
The Trust is a Delaware statutory trust organized on October 17, 2007. On August 11, 2017, the
Trust changed its name from Academy Funds Trust to Innovator ETFs Trust. The Trust is an
open-end management investment company, registered under the Investment Company Act of
1940, as amended (the “1940 Act”). The Trust currently offers shares of 42 separate series,
representing separate portfolios of investments. This SAI relates to the Funds listed below and
whether each such Fund is classified as a “diversified company” or “non-diversified company,”
as such terms are defined in the 1940 Act.
Innovator MSCI EAFE Power Buffer ETFTM – July .............................................. Non-Diversified
Innovator MSCI Emerging Markets Power Buffer ETFTM – July .......................... Non-Diversified
Innovator Nasdaq-100 Power Buffer ETFTM – October ......................................... Non-Diversified
Innovator Russell 2000 Power Buffer ETFTM – October........................................ Non-Diversified
Each Fund offers, issues and redeems shares (“Shares”) at net asset value (“NAV”) only in
aggregations of a specified number of Shares (each a “Creation Unit”). Each Fund may issue or
redeem Creation Units in exchange for the securities comprising the Fund (“Deposit Securities”)
and/or cash, or some combination thereof. Shares of Innovator MSCI EAFE Power Buffer
ETFTM – July and Innovator MSCI Emerging Markets Power Buffer ETFTM – July are listed and
traded on NYSE Arca, Inc. (“NYSE Arca” and an “Exchange”) and Shares of Innovator Nasdaq100 Power Buffer ETFTM – October and Innovator Russell 2000 Power Buffer ETFTM – October
are listed and traded on Cboe BZX Exchange, Inc. (“Cboe BZX” and an “Exchange”), each a
national securities exchange. Fund Shares are traded in the secondary market and elsewhere at
market prices that may be at, above, or below a Fund’s NAV. Shares are redeemable only in
Creation Units by Authorized Participants (as defined in the section entitled “Disclosure of
Portfolio Holdings Information”), and, generally, in exchange for a cash amount. Creation Units
typically are a specified number of shares, generally 25,000 or multiples thereof. In the event of
the liquidation of a Fund, the Trust may lower the number of Shares in a Creation Unit.
Each Fund is a separate mutual fund, and each Share represents an equal proportionate interest in
a Fund. All consideration received by the Trust for Shares and all assets of a Fund belong solely
to the Fund and would be subject to liabilities related thereto.
The Trust reserves the right to permit or require that creations and redemptions of Shares are
effected fully or partially in-kind and reserves the right to permit or require the substitution of
Deposit Securities in lieu of cash. Shares may be issued in advance of receipt of Deposit
Securities, subject to various conditions, including a requirement that the Authorized Participant
maintain with the Trust a cash deposit marked to the market value of any omitted Deposit
Securities. The Trust may use such cash deposit at any time to purchase Deposit Securities. For
more information please see the section entitled “Creation and Redemption of Creation Units.”
Transaction fees and other costs associated with creations or redemptions that include cash may
be higher than the transaction fees and other costs associated with in-kind creations or
redemptions. In all cases, conditions with respect to creations and redemptions of shares and fees
will be limited in accordance with the requirements of Securities and Exchange Commission
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(“SEC”) rules and regulations applicable to management investment companies offering
redeemable securities.
EXCHANGE LISTING AND TRADING
There can be no assurance that the requirements of an Exchange necessary to maintain the listing
of Shares of a Fund will continue to be met. An Exchange may, but is not required to, remove
the Shares of a Fund from listing if (i) following the initial 12-month period beginning upon the
commencement of trading of a Fund, there are fewer than 50 beneficial holders of the Shares for
30 or more consecutive trading days, (ii) the “approximate value” of a Fund, as described in the
section of the Prospectus entitled “Net Asset Value,” is no longer calculated or available, or
(iii) any other event shall occur or condition shall exist that, in the opinion of the Exchange,
makes further dealings on the Exchange inadvisable. An Exchange will remove the Shares of a
Fund from listing and trading upon termination of the Fund.
As in the case of other stocks traded on an Exchange, brokers’ commissions on transactions will
be based on negotiated commission rates at customary levels. Negotiated commission rates only
apply to investors who will buy and sell Shares of a Fund in secondary market transactions
through brokers on an Exchange and does not apply to investors such as market makers, large
investors and institutions who wish to deal in Creation Units directly with a Fund.
The Trust reserves the right to adjust the price levels of the Shares in the future to help maintain
convenient trading ranges for investors. Any adjustments would be accomplished through stock
splits or reverse stock splits, which would have no effect on the net assets of a Fund.
Continuous Offering
The method by which Creation Units are created and traded may raise certain issues under
applicable securities laws. Because new Creation Units are issued and sold by a Fund on an
ongoing basis, at any point a “distribution,” as such term is used in the Securities Act of 1933, as
amended (the “1933 Act”), may occur. Broker-dealers and other persons are cautioned that some
activities on their part may, depending on the circumstances, result in their being deemed
participants in a distribution in a manner that could render them statutory underwriters and
subject them to the prospectus delivery requirement and liability provisions of the 1933 Act.
For example, a broker-dealer firm or its client may be deemed a statutory underwriter if it takes
Creation Units after placing an order with the Distributor, breaks them down into constituent
Shares and sells such Shares directly to customers or if it chooses to couple the creation of new
Shares with an active selling effort involving solicitation of secondary market demand for
Shares. A determination of whether one is an underwriter for purposes of the 1933 Act must take
into account all of the facts and circumstances pertaining to the activities of the broker-dealer or
its client in the particular case and the examples mentioned above should not be considered a
complete description of all the activities that could lead to a categorization as an underwriter.
Broker-dealer firms should also note that dealers who are not “underwriters” but are effecting
transactions in Shares, whether or not participating in the distribution of Shares, generally are
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required to deliver a prospectus. This is because the prospectus delivery exemption in Section
4(a)(3) of the 1933 Act is not available in respect of such transactions as a result of Section 24(d)
of the 1940 Act. Firms that incur a prospectus delivery obligation with respect to Shares of a
Fund are reminded that, pursuant to Rule 153 under the 1933 Act, a prospectus delivery
obligation under Section 5(b)(2) of the 1933 Act owed to an exchange member in connection
with a sale on the Exchange generally is satisfied by the fact that the prospectus is available at
the Exchange upon request. The prospectus delivery mechanism provided in Rule 153 is
available only with respect to transactions on an exchange.
INVESTMENT RESTRICTIONS AND POLICIES
Investment Objective
There can be no assurance that a Fund will achieve its objective. Each Fund’s investment
objective and policies, and its associated risks, are discussed below and in the Fund’s Prospectus,
which should be read carefully before an investment is made. All investment objectives and
investment policies not specifically designated as fundamental may be changed without
shareholder approval. Additional information about each Fund and its policies is provided
below.
Fundamental Investment Restrictions
The investment restrictions set forth below have been adopted by the Trust as fundamental
policies that cannot be changed without the affirmative vote of the holders of a majority (as
defined in the 1940 Act) of the outstanding voting securities of a Fund. All other investment
policies or practices of a Fund are considered by the Trust to be non-fundamental and,
accordingly, may be changed without shareholder approval. For purposes of the 1940 Act, a
“majority of the outstanding voting securities” means the lesser of the vote of: (i) 67% or more
of the Shares of a Fund present at a meeting, if the holders of more than 50% of the outstanding
Shares of a Fund are present or represented by proxy, or (ii) more than 50% of the Shares of a
Fund.
Each Fund shall not:
(1)

Borrow money, except to the extent permitted by the 1940 Act, or any rules, exemptions
or interpretations thereunder that may be adopted, granted or issued by the SEC.

(2)

Act as an underwriter, except to the extent the Fund may be deemed to be an underwriter
when disposing of securities it owns or when selling its own shares.

(3)

Make loans if, as a result, more than 33 1/3% of its total assets would be lent to other
persons, including other investment companies to the extent permitted by the 1940 Act or
any rules, exemptions or interpretations thereunder which may be adopted, granted or
issued by the SEC.
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(4)

Purchase or sell real estate unless acquired as a result of ownership of securities or other
instruments and provided that this restriction does not prevent the Fund from
(i) purchasing or selling securities or instruments secured by real estate or interests
therein, securities or instruments representing interests in real estate or securities or
instruments of issuers that invest, deal or otherwise engage in transactions in real estate
or interests therein and (ii) making, purchasing or selling real estate mortgage loans.

(5)

Purchase or sell commodities except to the extent permitted by applicable law.

(6)

Issue senior securities, except to the extent permitted by the 1940 Act or any rules,
exemptions or interpretations thereunder that may be adopted, granted or issued by the
SEC.

Innovator MSCI EAFE Power Buffer ETFTM – July and Innovator MSCI Emerging Markets
Power Buffer ETFTM – July shall not:
(7)

Invest 25% or more of the Fund’s net assets in securities of issuers in any one industry or
group of industries (other than securities issued or guaranteed by the U.S. government or
any of its agencies or instrumentalities or securities of other investment companies). To
the extent the Fund invests in the securities of other investment companies, it will
consider the concentrations of those underlying investment companies in determining
compliance with its own concentration restrictions.

Innovator Nasdaq-100 Power Buffer ETFTM – October shall not:
(7)

Invest 25% or more of the Fund’s net assets in securities of issuers in any one industry or
group of industries (other than securities issued or guaranteed by the U.S. government or
any of its agencies or instrumentalities or securities of other investment companies),
except that the Fund will concentrate to approximately the same extent that the Nasdaq100 Price Index concentrates in the securities of a particular industry or group of
industries. To the extent the Fund invests in the securities of other investment companies,
it will consider the concentrations of those underlying investment companies in
determining compliance with its own concentration restrictions.

Innovator Russell 2000 Power Buffer ETFTM – October shall not:
(7)

Invest 25% or more of the Fund’s net assets in securities of issuers in any one industry or
group of industries (other than securities issued or guaranteed by the U.S. government or
any of its agencies or instrumentalities or securities of other investment companies),
except that the Fund will concentrate to approximately the same extent that the Russell
2000 Price Index concentrates in the securities of a particular industry or group of
industries. To the extent the Fund invests in the securities of other investment companies,
it will consider the concentrations of those underlying investment companies in
determining compliance with its own concentration restrictions.
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Notations Regarding a Fund’s Fundamental Investment Restrictions
With respect to the fundamental policy relating to borrowing money set forth in (1) above, the
1940 Act permits a Fund to borrow money in amounts of up to one-third of the Fund’s total
assets from banks for any purpose, and to borrow up to 5% of the Fund’s total assets from banks
or other lenders for temporary purposes (a Fund’s total assets include the amounts being
borrowed). To limit the risks attendant to borrowing, the 1940 Act requires a Fund to maintain at
all times an “asset coverage” of at least 300% of the amount of its borrowings. Asset coverage
means the ratio that the value of a Fund’s total assets (including amounts borrowed), minus
liabilities other than borrowings, bears to the aggregate amount of all borrowings. Borrowing
money to increase portfolio holdings is known as “leveraging.” Certain trading practices and
investments may be considered to be borrowings or involve leverage and thus are subject to the
1940 Act restrictions. In accordance with SEC staff guidance and interpretations, when a Fund
engages in such transactions, the Fund, instead of maintaining asset coverage of at least 300%,
may segregate or earmark liquid assets, or enter into an offsetting position, in an amount at least
equal to the Fund’s exposure, on a mark-to-market basis, to the transaction (as calculated
pursuant to requirements of the SEC). The policy in (1) above will be interpreted to permit a
Fund to engage in trading practices and investments that may be considered to be borrowing or
to involve leverage to the extent permitted by the 1940 Act and to permit a Fund to segregate or
earmark liquid assets or enter into offsetting positions in accordance with the 1940 Act. Shortterm credits necessary for the settlement of securities transactions and arrangements with respect
to securities lending will not be considered to be borrowings under the policy. Practices and
investments that may involve leverage but are not considered to be borrowings are not subject to
the policy.
Non-Fundamental Investment Restrictions
In addition to the fundamental policies and investment restrictions described above, and the
various general investment policies described in each Fund’s Prospectus, a Fund will be subject
to the following investment restrictions, which are considered non-fundamental and may be
changed by the Trust’s Board of Trustees (the “Board”) without shareholder approval.
(1)

A Fund may not invest more than 15% of its net assets in securities that it cannot
sell or dispose of in the ordinary course of business within seven days at
approximately the value at which the Fund has valued the investment.

(2)

A Fund is permitted to invest in other investment companies, including open-end,
closed-end or unregistered investment companies, either within the percentage
limits set forth in the 1940 Act, any rule or order thereunder, or SEC staff
interpretation thereof, or without regard to percentage limits in connection with a
merger, reorganization, consolidation or other similar transaction.
*

*

*

Unless otherwise indicated, all limitations under a Fund’s fundamental or non-fundamental
investment restrictions apply only at the time that a transaction is undertaken. Any change in the
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percentage of a Fund’s assets invested in certain securities or other instruments resulting from
market fluctuations or other changes in the Fund’s total assets will not require the Fund to
dispose of an investment until the Adviser/Sub-Adviser determines that it is practicable to sell or
close out the investment without undue market or tax consequences.
Portfolio Turnover
A Fund may have a portfolio turnover rate in excess of 100%. Portfolio trading will be
undertaken principally to accomplish a Fund’s investment objective. A Fund is free to dispose of
portfolio securities at any time, subject to complying with the Internal Revenue Code of 1986
(the “Internal Revenue Code”) and the 1940 Act, when changes in circumstances or conditions
make such a move desirable in light of the Fund’s investment objective. Therefore, a Fund will
not attempt to achieve or be limited to a predetermined rate of portfolio turnover.
The portfolio turnover rate tells you the amount of trading activity in a Fund’s portfolio. A
turnover rate of 100% would occur, for example, if all of a Fund’s investments held at the
beginning of a year were replaced by the end of the year, or if a single investment was frequently
traded. The turnover rate also may be affected by cash requirements from purchases and
redemptions of Shares. A high rate of portfolio turnover in any year may increase brokerage
commissions paid and could generate taxes for shareholders on realized investment gains. The
following table sets forth each Fund’s portfolio turnover rate for the indicated period. Significant
variations in portfolio turnover from year-to-year are generally the result of fluctuations in the
size of a Fund or changes to a Fund’s portfolio holdings.
Portfolio Turnover Rate
Fund
Innovator MSCI EAFE Power Buffer ETF – July1
Innovator MSCI Emerging Markets Power Buffer ETF – July1
Innovator Nasdaq-100 Power Buffer ETF – October2
Innovator Russell 2000 Power Buffer ETF – October2
1. The Fund commenced operations on June 28, 2019.
2. The Fund commenced operations on September 30, 2019.

Fiscal Period Ended
October 31, 2019
99%
31%
0%
0%

INVESTMENT STRATEGIES AND RISKS
The following information relates to and supplements the description of each Fund’s investment
strategies and risks that are contained in its Prospectus and includes descriptions of permitted
investments and investment practices as well as associated risk factors.
Borrowing and Leverage. A Fund may borrow money to the extent permitted by the 1940 Act.
If a Fund borrows money, it must pay interest and other fees, which will reduce the Fund’s
returns if such costs exceed the returns on the portfolio securities purchased or retained with such
borrowings. Any such borrowings are intended to be temporary. However, under certain market
conditions, including periods of low demand or decreased liquidity, such borrowings might be
outstanding for longer periods of time. As prescribed by the 1940 Act, each Fund will be
required to maintain specified asset coverage of at least 300% with respect to any bank
borrowing immediately following such borrowing. In the event that such asset coverage shall at
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any time fall below 300%, a Fund shall, within three days thereafter (not including Sundays and
holidays), reduce the amount of its borrowings to an extent that the asset coverage of such
borrowings shall be at least 300%. A Fund may be required to dispose of assets on unfavorable
terms if market fluctuations or other factors reduce the Fund’s asset coverage to less than the
prescribed amount.
Cyber Security Risk. Each Fund may be more susceptible to operational risks through breaches
in cyber security. A cyber security incident may refer to either intentional or unintentional
events that allow an unauthorized party to gain access to fund assets, customer data, or
proprietary information, or cause a Fund or a service provider to suffer data corruption or lose
operational functionality. A cyber security incident could, among other things, result in the loss
or theft of customer data or funds, customers or employees being unable to access electronic
systems (“denial of services”), loss or theft of proprietary information or corporate data, physical
damage to a computer or network system, or remediation costs associated with system repairs.
Any of these results could have a substantial impact on a Fund. For example, if a cyber security
incident results in a denial of service, Fund shareholders could lose access to their electronic
accounts for an unknown period of time, and employees could be unable to access electronic
systems to perform critical duties for a Fund, such as trading, NAV calculation, shareholder
accounting or fulfillment of Share purchases and redemptions. Cyber security incidents could
cause a Fund, Adviser, Sub-Adviser or Distributor to incur regulatory penalties, reputational
damage, additional compliance costs associated with corrective measures, or financial loss of a
significant magnitude. They may also cause a Fund to violate applicable privacy and other laws.
The Funds’ service providers have established risk management systems that seek to reduce the
risks associated with cyber security, and business continuity plans in the event there is a
cybersecurity breach. However, there is no guarantee that such efforts will succeed, especially
since the Funds do not directly control the cyber security systems of the issuers of securities in
which the Funds invest or the Funds’ third-party service providers (including the Funds’ transfer
agent and custodian).
FLEX Options (principal investment). FLEX Options are customized option contracts available
through national securities exchanges that are guaranteed for settlement by the Options Clearing
Corporation (“OCC”). FLEX Options are listed on a U.S. national securities exchange. FLEX
Options provide investors with the ability to customize assets and indices referenced by the
options, exercise prices, exercise styles (i.e., American-style, exercisable any time prior to the
expiration date, or European-style, exercisable only on the option expiration date) and expiration
dates, while achieving price discovery in competitive, transparent auctions markets and avoiding
the counterparty exposure of over-the-counter options positions. Each option contract entitles
the holder thereof to purchase (for the call options) or sell (for the put options) shares of the
reference asset at the strike price.
The OCC guarantees performance by each of the counterparties to the FLEX Options, becoming
the “buyer for every seller and the seller for every buyer”, with the goal of protecting clearing
members and options traders from counterparty risk.
Options on Indices. The FLEX Options in which the Funds invest are options on an index (each,
a “Reference Index”). An index fluctuates with changes in the market values of the securities
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included in the index. Options on indices give the holder the right to receive an amount of cash
upon exercise of the option. Receipt of this cash amount will depend upon the closing level of
the index upon which the option is based being greater than (in the case of a call) or less than (in
the case of put) the exercise price of the option.
Each of the options exchanges has established limitations governing the maximum number of
call or put options on the same index that may be bought or written by a single investor, whether
acting alone or in concert with others (regardless of whether such options are written on the same
or different exchanges or are held or written on one or more accounts or through one or more
brokers). Under these limitations, option positions of all investment companies advised by
Innovator are combined for purposes of these limits. Pursuant to these limitations, an exchange
may order the liquidation of positions and may impose other sanctions or restrictions. These
positions limits may restrict the number of listed options that the Funds may buy or sell.
Puts and calls on indices are similar to puts and calls on securities or futures contracts except that
all settlements are in cash and gain or loss depends on changes in the index in question rather
than on price movements in individual securities or futures contracts. When a Fund writes a call
on a Reference Index, it receives a premium and agrees that, prior to the expiration date, the
purchaser of the call, upon exercise of the call, will receive from a Fund an amount of cash if the
closing level of the Reference Index upon which the call is based is greater than the exercise
price of the call. The amount of cash is equal to the difference between the closing price of the
index and the exercise price of the call times a specified multiple (the “multiplier”), which
determines the total value for each point of such difference. When a Fund buys a call on a
Reference Index, it pays a premium and has the same rights to such call as are indicated above.
When a Fund buys a put on a Reference Index, it pays a premium and has the right, prior to the
expiration date, to require the seller of the put, upon a Fund’s exercise of the put, to deliver to the
Fund an amount of cash if the closing level of the Reference Index upon which the put is based is
less than the exercise price of the put, which amount of cash is determined by the multiplier, as
described above for calls. When a Fund writes a put on a Reference Index, it receives a premium
and the purchaser of the put has the right, prior to the expiration date, to require the Fund to
deliver to it an amount of cash equal to the difference between the closing level of the Reference
Index and the exercise price times the multiplier if the closing level is less than the exercise
price.
The value of an option, in general, will reflect, among other things, the current market value of
the underlying investment, in the case of the Funds, the respective Reference Index, the time
remaining until expiration (end of the Outcome Period), the relationship of the exercise price to
the market price of the underlying investment and general market conditions. Options that
expire unexercised have no value.
Risks of Options on Indices. If a Fund has purchased an index option and exercises it before the
closing index value for that day is available, it runs the risk that the level of the index may
subsequently change. If such a change causes the exercised option to fall out of the money, a
Fund will be required to pay the difference between the closing index value and the exercise
price of the option (times the applicable multiplier) to the assigned writer.
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Asset Coverage on Options Positions. The Funds will comply with guidelines established by the
SEC with respect to coverage of options by investment companies, and if the guidelines so
require, will set aside or earmark appropriate liquid assets in the amount prescribed. Such assets
cannot be sold while the option is outstanding, unless they are replaced with other suitable assets.
As a result, there is a possibility that the reservation of a large percentage of a Fund’s assets
could impede portfolio management or the Fund’s ability to meet redemption requests or other
current obligations.
Short-Term Instruments and Temporary Investments (non-principal investment). Each Fund
may invest in short-term instruments, including money market instruments, on an ongoing basis
to provide liquidity or for other reasons. Money market instruments are generally short-term
investments that may include, but are not limited to: (i) shares of money market funds; (ii)
obligations issued or guaranteed by the U.S. government, its agencies or instrumentalities
(including government-sponsored enterprises); (iii) negotiable certificates of deposit, bankers’
acceptances, fixed-time deposits and other obligations of U.S. and non-U.S. banks (including
non-U.S. branches) and similar institutions; (iv) commercial paper rated, at the date of purchase,
“Prime-1” by Moody’s® Investors Service, Inc., “F-1” by Fitch Ratings, Inc., or “A-1” by
Standard & Poor’s® Financial Services LLC, a subsidiary of S&P Global, Inc., or if unrated, of
comparable quality as determined by the Adviser and/or Sub-Adviser; (v) non-convertible
corporate debt securities (e.g., bonds and debentures) with remaining maturities at the date of
purchase of not more than 397 days and that satisfy the rating requirements set forth in Rule 2a-7
under the 1940 Act; (vi) repurchase agreements; and (vii) short-term U.S. dollar denominated
obligations of non-U.S. banks (including U.S. branches) that, in the opinion of the Adviser
and/or Sub-Adviser, are of comparable quality to obligations of U.S. banks that may be
purchased by a Fund. Any of these instruments may be purchased on a current or forward-settled
basis. Time deposits are non-negotiable deposits maintained in banking institutions for specified
periods of time at stated interest rates. Bankers’ acceptances are time drafts drawn on
commercial banks by borrowers, usually in connection with international transactions.
DISCLOSURE OF PORTFOLIO HOLDINGS INFORMATION
The Board has approved portfolio holdings disclosure policies (the “Disclosure Policies”) that
govern the timing and circumstances of disclosure to shareholders and third parties of
information regarding the portfolio investments held by the Funds. It is the policy of the Funds
and their service providers, including, without limitation, each Fund’s investment adviser,
investment sub-adviser, distributor, administrator, custodian and transfer agent, to protect the
confidentiality of the Funds’ holdings and prevent the selective disclosure of nonpublic
information about the Funds’ portfolio holdings, which includes the Funds’ portfolio holdings
and pending transactions. The Funds and each of their service providers must adhere to the
Disclosure Policies.
The Funds and their service providers may not disclose any information concerning the portfolio
holdings of the Funds to any unaffiliated third party, with certain exceptions set forth in the
Disclosure Policies. The Funds and their service providers may not receive compensation or any
other consideration (which includes any agreement to maintain assets in a Fund or in other
investment companies or accounts managed by the Adviser or Sub-Adviser, or any affiliated
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person of the Adviser or Sub-Adviser) in connection with the disclosure of portfolio holdings
information.
The Disclosure Policies are not intended to prevent the disclosure of any and all portfolio
information for a legitimate business purpose to the Funds’ service providers and others who
generally need access to such information in the performance of their contractual duties and
responsibilities, such as the Funds’ custodians, fund accountants, investment adviser and subadvisers, administrators, independent public accountants, attorneys, officers and trustees and
each of their respective affiliates and advisers, and are subject to duties of confidentiality,
including a duty not to trade on nonpublic information, imposed by law and/or contract.
The Funds, or their duly authorized service providers, may disclose the Funds’ portfolio holdings
in the following circumstances:
•

Publicly Available Information/Mandatory Disclosure. The Funds, or their duly
authorized service providers, will publicly disclose holdings of the Funds in accordance
with regulatory requirements, such as periodic portfolio disclosure in filings with the
SEC.

•

Confidential Dissemination of Portfolio Holdings. Numerous mutual fund evaluation
services regularly analyze the portfolio holdings of mutual funds in order to monitor and
report on various attributes including style, capitalization, maturity, yield, and beta. These
services then distribute the results of their analysis to the public and/or paid subscribers.
In order to facilitate the review of the Funds by these services, the Funds may distribute
(or authorize their service providers to distribute) portfolio holdings to such services
before their public disclosure is required or authorized provided that: (i) the recipient
does not distribute the portfolio holdings or results of the analysis to third parties, other
departments, or persons who are likely to use the information for purposes of purchasing
or selling shares of the Funds before the portfolio holdings or results of the analysis
become public information; and (ii) the recipient signs a written confidentiality
agreement. Persons and entities unwilling to execute an acceptable confidentiality
agreement may only receive portfolio holdings information that has otherwise been
publicly disclosed in accordance with the Disclosure Policies.

•

Analytical Information. The Funds or their duly authorized service providers may
distribute the following information concerning each Fund’s portfolio before disclosure
of portfolio holdings is required, provided that the information has been publicly
disclosed (via the Funds’ web site or as otherwise permitted by regulatory interpretation
or guidance): the Funds’ deposit instruments, redemption instruments and with respect to
active, long/short and self-indexing ETFs, complete portfolio holdings will be publicly
disseminated each business day and before the commencement of trading of shares on the
listing exchanges. Each Fund’s holdings will be disclosed on the Adviser’s website
showing the portfolio positions and quantities of the securities held that will form the
basis for the Funds’ NAV calculation for end of the business day.
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•

Press Interviews, Broker Discussion, etc. Portfolio managers and other senior officers or
spokespersons of the Funds may disclose or confirm the ownership of any individual
portfolio position to reporters, brokers, shareholders, consultants, or other interested
persons only if such information has been previously publicly disclosed in accordance
with the Disclosure Policies.

•

Shareholder In-Kind Distributions. A Fund’s shareholders may, in some circumstances,
elect to redeem their shares of the Fund in exchange for their pro rata share of the
securities held by a Fund. In such circumstances, such Fund shareholders may receive a
complete listing of the portfolio holdings of the Fund up to seven (7) calendar days prior
to making the redemption request, provided that they agree in writing to maintain the
confidentiality of the portfolio holdings information and not to trade on such information.

•

Other Circumstances. The Funds or the Adviser may disclose non-public portfolio
holdings information to a third party who does not fall within the pre-approved
categories, and who are not executing broker-dealers; however, prior to the receipt of any
nonpublic portfolio holdings information by such third party, (i) the Chief Executive
Officer and Chief Compliance Officer (the “CCO”) determine that the Funds have a
legitimate business purpose for disclosing such information; and (ii) the recipient enters
into a confidentiality agreement.

Certain exceptions to the Disclosure Policies permit the non-public disclosure of portfolio
holdings to a limited group of third parties so long as the third party has signed a written
confidentiality agreement. Such confidentiality agreement should generally provide that: (1) the
portfolio information is the confidential property of the Funds (and their service providers, if
applicable) and may not be shared or used directly or indirectly for any purpose except as
expressly provided in the confidentiality agreement; (2) the recipient of the portfolio information
agrees to limit access to the portfolio information to its employees (and agents) who, on a needto-know basis, are (i) authorized to have access to the portfolio information and (ii) subject to
confidentiality obligations, including duties not to trade on nonpublic information, no less
restrictive than the confidentiality obligations contained in the confidentiality agreement;
(3) upon written request, the recipient agrees to promptly return or destroy, as directed, the
portfolio information; and (4) portfolio information may be deemed to no longer be confidential
if (i) it is already known to the recipient prior to disclosure by the Funds, (ii) it becomes publicly
known without breach of the confidentiality agreement by the recipient, (iii) it is received from a
third party and, to the knowledge of the recipient, the disclosure by such third party is not a
breach of any agreement to which such third party is subject, or (iv) it is authorized by the Funds
or their agents to be disclosed.
Each Fund will disclose its complete portfolio holdings schedule in public filings with the SEC
within 70 days of the end of the second and fourth fiscal quarters and within 60 days of the end
of the first and third fiscal quarters and will provide such information to shareholders as required
by federal securities laws and regulations thereunder. A Fund may, however, voluntarily disclose
all or part of its portfolio holdings other than in connection with the creation/redemption process,
as discussed above, in advance of required filings with the SEC, provided that such information
is made generally available to all shareholders and other interested parties in a manner that is
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consistent with the above policy for disclosure of portfolio holdings information. Such
information may be made available through a publicly available website or other means that
make the information available to all likely interested parties contemporaneously.
Beginning in 2020, the Trust will cease to disclose each Fund’s holdings on Form N-Q and will
disclose, on a monthly basis, the complete schedule of each Fund’s portfolio holdings with the
SEC on Form N-PORT. Form N-PORT for the Trust will be available in the same manner as the
Form N-Q discussed above.
MANAGEMENT OF THE TRUST
Trustees and Officers
The business and affairs of the Trust are managed under the direction of its Board. The Trust’s
Trustees and principal officers are noted in the tables below along with their ages and their
business experience for the past five years. The Trustees serve for indefinite terms until their
resignation, death or removal. The Fund’s officers are elected annually by the Board and serve
at the Board’s pleasure. Each Trustee serves as a trustee of all the ETFs issued by Innovator
ETFs Trust and Innovator ETFs Trust II (the “Innovator Fund Complex”).
Number of
Portfolios in
Fund Complex
Overseen by

Other Directorships Held

Name, Address and Year of

Position(s) Held

Length of
Time

Principal Occupation(s)

Trustee or

by Trustee or Officer in the

Birth

with the Trust

Served

During Past 5 Years

Officer

Past Five Years

Since 2017

Founding Principal (2001-

Independent Trustees
Mark Berg

Trustee

109 N. Hale Street

present), Chief Executive

Wheaton, IL 60187

Officer (2019-present), President

44

None

44

Board of Advisors,

(2001 – 2019), Timothy
Year of Birth: 1971
Joe Stowell

Financial Counsel Inc.
Trustee

Since 2017

Chief Operating Officer,

109 N. Hale Street

Woodman Valley Chapel (2015-

Wheaton, IL 60187

present); Executive Vice

Westmont College

President and Chief Operating
Year of Birth: 1968

Officer, English Language
Institute/China (2007-2015)

Brian J. Wildman

Trustee

Since 2017

President, Timothy Financial

109 N. Hale Street

Counsel Inc. (2019-present);

Wheaton, IL 60187

Executive Vice President,
Consumer Banking (2016-2019),

Year of Birth: 1963

Chief Risk Officer (2013-2016),
MB Financial Bank
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44

Missionary Furlough
Homes Inc. (2008 –
present); MB Financial
Bank (2003 – 2019)

Number of
Portfolios in
Fund Complex
Overseen by

Other Directorships Held

Name, Address and Year of

Position(s) Held

Length of
Time

Principal Occupation(s)

Trustee or

by Trustee or Officer in the

Birth

with the Trust

Served

During Past 5 Years

Officer

Past Five Years

Interested Trustee1 and Officers
H. Bruce Bond

Interested Trustee,

Since 2017

Chief Executive Officer,

109 N. Hale Street

President and

Innovator Capital Management,

Wheaton, IL 60187

Principal

LLC (2017-present)

44

None

N/A

ETF Managers Group (2012-

Executive Officer
Year of Birth: 1963
John W. Southard, Jr.

Vice President,

109 N. Hale Street

Treasurer and

Innovator Capital Management,

Wheaton, IL 60187

Principal Financial

LLC (2017-present); Director

Accounting

and Co-Founder, T2 Capital

Officer

Management, LLC (2010-

Year of Birth: 1969

Since 2017

Chief Investment Officer,

2018)

present)
James Nash(2)

Chief Compliance

10 High Street, Suite 302

Officer and Anti-

Foreside Fund Officer Services,

Boston, MA 02110

Money

LLC (2016 – present); Senior

Laundering

Associate, Regulatory

Officer

Administration Advisor,

Year of Birth: 1981

Since 2018

Fund Chief Compliance Officer,

N/A

N/A

JPMorgan Chase & Co. (2014 –
1
2

2016)
H. Bruce Bond is deemed to be an interested person of the Trust (as defined in the 1940 Act) because of his affiliation with the Adviser.
Mr. Nash is an employee of Foreside Fund Officer Services, LLC, a wholly-owned subsidiary of the Funds’ principal underwriter.

Board Leadership
The Board has overall responsibility for the oversight and management of the Fund. The Board
has two standing committees (as described further below): an Audit Committee and a
Nominating Committee. The Chairman of each Board committee is an Independent Trustee.
In order to streamline communication between the Adviser and the Independent Trustees and
create certain efficiencies, the Board has a Lead Independent Trustee who is responsible for: (i)
coordinating activities of the Independent Trustees; (ii) working with the Adviser, Fund counsel
and the independent legal counsel to the Independent Trustees to determine the agenda for Board
meetings; (iii) serving as the principal contact for and facilitating communication between the
Independent Trustees and the Fund’s service providers, particularly the Adviser; and (iv) any
other duties that the Independent Trustees may delegate to the Lead Independent Trustee. The
Lead Independent Trustee is selected by the Independent Trustees and serves until his or her
successor is selected. Mr. Berg serves as the Lead Independent Trustee.
The Chairman of the Board presides at all meetings of the Board, and acts as a liaison with
service providers, officers, attorneys, and other Trustees. The Chair of each Board committee
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performs a similar role with respect to the committee. The Chairman of the Board or the Chair
of a Board committee may also perform such other functions as may be delegated by the Board
or the committee from time to time. The Independent Trustees meet regularly outside the
presence of Trust management, in executive session or with other service providers to the Funds.
The Board has regular meetings throughout the year and may hold special meetings if required
before its next regular meeting. Each committee meets regularly to conduct the oversight
functions delegated to that committee by the Board and reports its findings to the Board. The
Board and each standing committee conduct annual assessments of their oversight function and
structure. The Board has determined that the Board’s leadership structure is appropriate because
it allows the Board to exercise independent judgment over management and to allocate areas of
responsibility among committees and the full Board to enhance effective oversight. Mr. Stowell
serves as the Chairman of the Nominating Committee and Mr. Wildman serves as the Chairman
of the Audit Committee.
Risk Oversight
Among the Board’s general oversight and management functions is to oversee the risks of the
Funds. Each Fund is subject to various risks, including investment, compliance, operational and
valuation risks, among others. The Board addresses its risk oversight function through different
Board and committee activities. For instance, the Board has delegated the day-to-day risk
management and oversight function to the Adviser, or in certain cases (subject to the Adviser’s
supervision) and depending on the nature of the risks to other service providers. The Board, or a
committee, reviews and evaluates reports from the Adviser or service providers regarding the
risks faced by the Funds and regarding the service providers’ oversight and management of those
risks. In addition to the delegation of the day-to-day risk management and oversight function,
the committees of the Board allow the Trustees to quickly and efficiently consider risk matters
and facilitate the oversight by the Trustees of Fund activities and the risks related to those
activities.
The Board has also appointed a CCO who oversees the implementation and evaluation of the
Fund’s compliance program. James Nash of Foreside Fund Officer Services, LLC (“Foreside
Officer Services”) serves as CCO of the Trust. In a joint effort between the Trust and Foreside
Officer Services to ensure the Trust complies with Rule 38a-1 under the 1940 Act, Foreside
Officer Services has agreed to render services to the Trust by entering into a Chief Compliance
Officer Services Agreement (the “CCO Services Agreement”) with the Trust. Pursuant to the
CCO Services Agreement, Foreside Officer Services designates, subject to the Trust’s approval,
one of its own employees to serve as CCO of the Trust within the meaning of Rule 38a-1. Mr.
Nash currently serves in such capacity under the terms of the CCO Services Agreement.
Trustees’ Qualifications.
The Nominating Committee selects and nominates persons for election or appointment by the
Board as Independent Trustees. The Board has adopted the Nominating Committee Charter and
Procedures, which provides the Nominating Committee with general criteria to guide the
Committee’s choice of candidates to nominate to serve on the Board; however, there are no
specific qualifications or requirements to serve on the Board. The Board believes that,
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collectively, the Trustees have balanced and diverse experience, skills, attributes and
qualifications, that allow the Board to operate effectively in governing the Trust and protecting
the interests of shareholders. Among the attributes common to all Trustees are their ability to
review critically, evaluate, question and discuss information provided to them; to interact
effectively with the Trust’s investment manager, sub-advisers, other service providers, counsel
and independent auditors; and to exercise business judgment in the performance of their duties as
Trustees. Each Trustee’s ability to perform his duties effectively is evidenced by his educational
background or professional training; business, consulting or public service positions; experience
from service as a Board member of the Trust, other investment funds, public companies or
non-profit entities or other organizations; and ongoing commitment and participation in Board
and committee meetings throughout the years.
While there are no specific required qualifications for Board membership, the Board believes the
specific background of each Trustee is appropriate to his or her serving on the Board. The
foregoing discussion and the Trustees and officers chart above are included in this Statement of
Additional Information pursuant to requirements of the SEC, do not constitute holding out the
Board or any Trustee as having special expertise or experience and shall not be deemed to
impose any greater responsibility or liability on any Trustee by reason thereof.
H. Bruce Bond. Mr. Bond is the Chief Executive Officer of Innovator, responsible for the firm’s
strategic vision. Mr. Bond began his career in 1986 at Griffin, Kubik, Stephens and Thompson, a
small boutique firm specializing in municipal bonds. In 1994 he continued his career at First
Trust Portfolios as Vice President responsible for wholesale distribution of financial products
across the Midwest and Florida. In 1998 Mr. Bond joined Nuveen Investments as a Managing
Director to lead an effort in its Structured Products Group to develop, market and distribute
closed-end funds, unit investment trusts and exchange-traded fund products. Mr. Bond became
the head of marketing for all Nuveen products before leaving to start PowerShares in early 2003.
As Founder and Chief Executive Officer of PowerShares, Mr. Bond pioneered many firsts in the
ETF industry. In 2006, PowerShares was acquired by Invesco, a global asset manager. Mr. Bond
remained the President and Chief Executive Officer of PowerShares and Chairman of the Board
of the PowerShares Funds until September of 2011. During his time at PowerShares, Mr. Bond
helped develop, list and distribute over 130 fund products on various exchanges located in the
United States and throughout Europe, with assets under management in excess of $80 billion.
Mark Berg. As President and Founding Principal of Timothy Financial Counsel Inc., Mr. Berg’s
primary role is the leadership and management of Timothy Financial Counsel Inc. He is the
primary advisor for select clients, but also oversees the financial planning process for all
Timothy Financial clients. Mr. Berg has served in the fee-only financial planning industry since
1995. He holds a BA in Economics from Wheaton College and is a Certified Financial
Planner™ practitioner. He is also a NAPFA Registered Financial Advisor where he has served
as the Regional President and Chair, as well as on the National Board of Directors. He speaks
regularly at conferences on financial planning and practice management. He has been
interviewed and/or quoted by a variety of publications, such as Dow Jones Newswire, The Wall
Street Journal, Reader's Digest, and Kiplinger’s and has been interviewed on NBC television.
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Joe Stowell. Mr. Stowell is currently the COO of Woodmen Valley Chapel in Colorado Springs,
Colorado. He oversees the financial, human resources and congregational management of this
multi-campus organization. Prior to joining Woodman in September of 2015, Mr. Stowell
served for eight years as the Executive Vice President/COO of the English Language
Institute/China (ELIC), a global educational non-profit focused primarily in Asia and the Middle
East. Before his work in the non-profit business management sector, Joe traded futures, options
and swaps for over a decade, focusing on currencies and bonds both in the US and abroad for
McNamara Trading and Chicago Research & Trade. He was on trading floors and desks in
Chicago, New York and Tokyo.
Brian J. Wildman. Mr. Wildman is the President of Timothy Financial Counsel Inc. From 2016
until 2019, Mr. Wildman served as Executive Vice President, Consumer Banking of MB
Financial Bank. During that time, Mr. Wildman also served as a director of MB Financial Bank.
From 2013 to 2016, Mr. Wildman was responsible for Risk Management and served as MB
Financial Bank’s Chief Risk Officer. Prior to 2013, Mr. Wildman was responsible for the MB
Financial Bank’s Wealth Management and Commercial Services groups. Prior to joining MB
Financial Bank in 2003, he was First Vice President of Bank One and served in various
management positions with its predecessor organization, American National Bank and Trust
Company of Chicago, since 1988. Mr. Wildman is a member of the Board of Trustees of
Missionary Furlough Homes, Inc. Additionally, Mr. Wildman serves as the “audit committee
financial expert” for the Board.
Share Ownership
The following table provides the dollar range of Shares of each Fund beneficially owned by the
Trustees as of December 31, 2019.
Fund
Innovator MSCI EAFE Power Buffer ETF – July
Innovator MSCI Emerging Markets Power Buffer ETF – July
Innovator Nasdaq-100 Power Buffer ETF – October
Innovator Russell 2000 Power Buffer ETF – October
Aggregate Holdings in Innovator ETF Complex

Bond
D
B
D

Berg
C

Stowell
A
A
B

Wildman
C
C
D

Ownership Codes
A. $1 – $10,000
B. $10,001 – $50,000
C. $50,001– $100,000
D. Over $100,000

As of December 31, 2019, the Independent Trustees and immediate family members did not own
beneficially or of record any class of securities of an investment adviser or principal underwriter
of a Fund or any person directly or indirectly controlling, controlled by, or under common
control with an investment adviser or principal underwriter of a Fund.
As of December 31, 2019, the officers and Trustees, in the aggregate, owned less than 1% of the
Shares of each Fund.
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Trustee Compensation
Effective January 1, 2020, each Independent Trustee is paid a fixed annual retainer of $90,000
per year. The fixed annual retainer is allocated pro rata among each Fund in the Innovator Fund
Complex based upon each Fund’s assets under management.
The following table sets forth the compensation (including reimbursement for travel and out-ofpocket expenses) paid by the Funds and by the Innovator Fund Complex to the Trustees for their
services to the Funds for the fiscal year ended October 31, 2019. Only the Trustees of the Trust
(the “Trustees”) who are not “interested persons” of the Trust or the Adviser, as defined by the
1940 Act (the “Independent Trustees”), receive compensation from the Funds. The Trust has no
retirement or pension plans. The Trust has no employees. Its officers are compensated by
Innovator.
Compensation from the
Trustee

Compensation from the Funds

Innovator Fund Complex

H. Bruce Bond

None

None

Mark Berg

$202

$25,000

Joe Stowell

$202

$25,000

Brian J. Wildman

$202

$25,000

Board Committees
Audit Committee: The Trust’s Audit Committee consists of each of the Independent Trustees.
The Audit Committee monitors accounting and financial reporting policies and practice, and
internal controls for the Trust. It also oversees the quality and objectivity of the Trust’s financial
statements and the independent audit thereof, and acts as a liaison between the Trust’s
independent registered public accounting firm and the full Board. The Audit Committee held
three meetings during the fiscal year ended October 31, 2019.
Nominating Committee: The Trust’s Nominating Committee consists of each of the Independent
Trustees. The Nominating Committee recommends Board members, fills vacancies and
considers the qualifications of Board members. The committee will consider shareholder
recommendations for nomination to the Board only in the event that there is a vacancy on the
Board. Shareholders who wish to submit recommendations for nominations to the Board to fill a
vacancy must submit their recommendations in writing to the Nominating Committee, c/o
Innovator ETFs Trust, 109 North Hale Street, Wheaton, Illinois 60187. Shareholders should
include appropriate information on the background and qualifications of any person
recommended (e.g., a resume), as well as the candidate’s contact information and a written
consent from the candidate to serve if nominated and elected. Shareholder recommendations for
nominations to the Board will be accepted on an ongoing basis and such recommendations will
be kept on file for consideration when there is a vacancy on the Board. The committee consists
of the Independent Trustees. The Nominating Committee held one meeting during the fiscal
year ended October 31, 2019.
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Proxy Voting Policies
The Trust has adopted a proxy voting policy that seeks to ensure that proxies for securities held
by the Fund are voted consistently with the best interests of the Funds.
The Board has delegated to the Adviser the proxy voting responsibilities for the Funds and has
directed Innovator to vote proxies consistent with each Fund’s best interests. In order to
facilitate the proxy voting process, Broadridge Investor Communication Solutions, Inc.
(“Broadridge”) has been retained to provide access to a selection of third-party providers that
are available to provide proxy vote recommendations and research. Votes are cast through the
Broadridge ProxyEdge® platform (“ProxyEdge”). With the assistance of Broadridge, EganJones Proxy Services (“Egan-Jones”) has been selected to provide vote recommendations based
on its own internal guidelines. The services provided to Innovator through Egan Jones include
access to Egan-Jones’ research analysis and their voting recommendations. Services provided to
Innovator through ProxyEdge include receipt of proxy ballots, vote execution based upon the
recommendations of Egan-Jones, access to the voting recommendations of Egan-Jones, as well
as reporting, auditing, working with custodian banks, and consulting assistance for the handling
of proxy voting responsibilities. ProxyEdge also maintains proxy voting records and provides
Innovator with reports that reflect the proxy voting activities of client portfolios.
The fundamental guideline followed by the Adviser in voting proxies is to make every effort to
confirm that the manner in which shares are voted is in the best interest of clients and the value
of the investment. Absent special circumstances of the types described below, it is the policy of
Adviser to exercise its proxy voting discretion in accordance with the Egan-Jones Proxy Voting
Principles and Guidelines set forth in Exhibit A.
Information regarding how each Fund voted proxies (if any) relating to portfolio securities
during the most recent 12-month period ended June 30 is available upon request and without
charge on the Funds’ website at https://www.innovatoretfs.com, by calling (800) 208-5212 or by
accessing the SEC’s website at https://www.sec.gov.
INVESTMENT ADVISER AND OTHER SERVICE PROVIDERS
Investment Adviser
Innovator Capital Management, LLC, located at 109 North Hale Street, Wheaton, Illinois 60187,
furnishes investment management services to the Funds, subject to the supervision and direction
of the Board. Substantially all of the interests of Innovator are owned by Messrs. H. Bruce
Bond, John Wilder Southard, Jr. and Jeffrey Brown. Innovator is controlled by a Board of
Managers which currently consists of Mr. Bond, Mr. Southard and Mr. Brown. Mr. Bond
controls the Board of Managers by virtue of his majority ownership of Innovator. Mr. Southard
owns in excess of twenty-five percent of Innovator and Mr. Brown owns a minority interest in
Innovator. Innovator compensates all officers (including the chief compliance officer) and
employees of Innovator who are affiliated with both Innovator and the Trust. Innovator is
registered with the SEC as an investment adviser under the Investment Advisers Act of 1940, as
amended.
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Pursuant to an investment management agreement between Innovator and the Trust, on behalf of
the Funds (the “Investment Management Agreement”), Innovator oversees the investment of
each Fund’s assets by Milliman and is responsible for paying all expenses of the Funds,
excluding the fee payments under the Investment Management Agreement, interest, taxes,
brokerage commissions, acquired fund fees and expenses and other expenses connected with the
execution of portfolio transactions, distribution and service fees payable pursuant to a Rule 12b-1
plan, if any, and extraordinary expenses. As compensation for the investment advisory services
rendered under the Investment Management Agreement, each Fund has agreed to pay Innovator
an annual management fee equal to a percentage of its average daily net assets as set forth below.
Innovator MSCI EAFE Power Buffer ETFTM – July .............................................................. 0.85%
Innovator MSCI Emerging Markets Power Buffer ETFTM – July .......................................... 0.89%
Innovator Nasdaq-100 Power Buffer ETFTM – October ......................................................... 0.79%
Innovator Russell 2000 Power Buffer ETFTM – October........................................................ 0.79%
For services rendered during the fiscal period set forth below, the following table sets forth the
management fee paid by each Fund to Innovator.
Management Fees
Fund
Innovator MSCI EAFE Power Buffer ETF – July1
Innovator MSCI Emerging Markets Power Buffer ETF – July1
Innovator Nasdaq-100 Power Buffer ETF – October2
Innovator Russell 2000 Power Buffer ETF – October2
1. The Fund commenced operations on June 28, 2019.
2. The Fund commenced operations on September 30, 2019.

Fiscal Period Ended
October 31, 2019
$89,571
$75,674
$14,829
$14,551

Sub-Adviser
Innovator and the Funds have retained Milliman Financial Risk Management LLC, 71 South
Wacker Drive, 31st Floor, Chicago, Illinois 60606, to serve as the Fund’s investment subadviser. Milliman was established in 1998, and also advises other investment companies,
insurance companies, financial institutions, other pooled investment vehicles in addition to the
Fund. The Sub-Adviser is a wholly owned subsidiary of Milliman, Inc.
Pursuant to an investment sub-advisory agreement between Innovator, Milliman and the Trust,
on behalf of the Funds (the “Investment Sub-Advisory Agreement”), Milliman manages the
investment of each Fund’s assets. As compensation for the sub-advisory services rendered under
the Investment Sub-Advisory Agreement, Innovator has agreed to pay Milliman an annual
sub-advisory fee that is based upon each Fund’s average daily net assets. Innovator is
responsible for paying the entire amount of Milliman’s sub-advisory fee. The Funds do not
directly pay Milliman.
For services rendered during the fiscal period set forth below, the following table sets forth the
sub-advisory fees paid by Innovator to Milliman for each Fund.

-19-

Sub-Advisory Fees
Fund
Innovator MSCI EAFE Power Buffer ETF – July1
Innovator MSCI Emerging Markets Power Buffer ETF – July1
Innovator Nasdaq-100 Power Buffer ETF – October2
Innovator Russell 2000 Power Buffer ETF – October2
1. The Fund commenced operations on June 28, 2019.
2. The Fund commenced operations on September 30, 2019.

Fiscal Period Ended
October 31, 2019
$12,645
$10,203
$2,253
$2,210

Innovator and the Trust have received an exemptive order from the SEC on which exempts
Innovator and the Trust from certain of the shareholder approval requirements of Section 15(a)
of the 1940 Act and allowed the Board, subject to certain conditions, to appoint a new,
unaffiliated sub-advisor and approve a new investment sub-advisory agreement on behalf of the
Trust without shareholder approval.
Portfolio Managers. The portfolio managers are primarily responsible for the day-to-day
management of the Funds. There are currently two portfolio managers, as follows: Robert T.
Cummings and Daniel S. Hare. As of October 31, 2019, neither of the portfolio managers
beneficially owned any Shares of a Fund.
Compensation. The portfolio managers are paid competitive salaries by Milliman. In addition,
they may receive bonuses based on qualitative considerations, such as an individual’s
contribution to the organization, and performance reviews in relation to job responsibilities.
Conflicts of Interest. The portfolio managers have day-to-day management responsibilities with
respect to other investments accounts and, accordingly, may be presented with potential or actual
conflicts of interest. The management of other accounts may result in the portfolio manager
devoting unequal time and attention to the management of the Funds and/or other accounts. In
approving the Investment Management Agreement and Investment Sub-Advisory Agreement,
the Board was satisfied that the portfolio managers would be able to devote sufficient attention to
the management of the Funds and that Innovator and Milliman seek to manage such competing
interests for the time and attention of the portfolio managers.
With respect to securities transactions for the Funds, Milliman determines which broker to use to
execute each transaction, consistent with its duty to seek best execution of the transaction. For
buy or sell transactions considered simultaneously for the Funds and other accounts, orders are
placed at the same time. Milliman uses its best efforts to ensure that no client is treated unfairly
in relation to any other client over time in the allocation of securities or the order of the
execution of transactions. Milliman generally allocates trades on the basis of assets under
management so that the securities positions represent equal exposure as a percentage of total
assets of each client. The Funds and client accounts are not generally invested in thinly traded or
illiquid securities; therefore, conflicts in fulfilling investment opportunities are to some extent
minimized. If an aggregated trade order is not substantially filled, it will generally be allocated
pro rata.
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Other Accounts. The portfolio managers manage the investment vehicles with the number of
accounts and assets, as of October 31, 2019, set forth in the table below. None of the accounts
managed by the portfolio managers pay an advisory fee that is based upon the performance of the
account.

Robert T. Cummings
Daniel S. Hare

Registered Investment

Other Pooled Investment

Companies

Vehicles

Other Accounts

# of Accounts ($ Assets)
28 ($2,114,208,678)
28 ($2,114,208,678)

# of Accounts ($ Assets)
0 ($0)
0 ($0)

# of Accounts ($ Assets)
0 ($0)
0 ($0)

Distributor
Foreside Fund Services, LLC, located at Three Canal Plaza, Suite 100, Portland, ME 04101,
serves as the principal underwriter of the Shares pursuant to a distribution agreement (the
“Distribution Agreement”). The Distributor continually distributes Shares on a best effort basis.
The Distributor has no obligation to sell any specific quantity of Shares. The Distribution
Agreement is renewable annually. Shares are continuously offered for sale by the Funds through
the Distributor only in Creation Units, as described in each Fund’s Prospectus and this SAI.
Shares amounting to less than a Creation Unit are not distributed by the Distributor. The
Distributor is a broker-dealer registered under the Securities Exchange Act of 1934 and a
member of the Financial Industry Regulatory Authority, Inc. (“FINRA”). The Distributor, its
affiliates and officers have no role in determining the investment policies or which securities are
to be purchased or sold by the Funds. The Distributor is not affiliated with the Trust, the
Adviser, the Sub-Adviser, or any stock exchange.
The Distribution Agreement for the Funds provides that it may be terminated at any time,
without the payment of any penalty, on at least 60 days’ prior written notice to the other party
(i) by vote of a majority of the Independent Trustees or (ii) by vote of a majority of the
outstanding voting securities (as defined in the 1940 Act) of the Funds. The Distribution
Agreement will terminate automatically in the event of its “assignment,” as that term is defined
in the 1940 Act.
Codes of Ethics
In order to mitigate the possibility that a Fund will be adversely affected by personal trading, the
Trust, Innovator and Milliman have adopted Codes of Ethics under Rule 17j-1 of the 1940 Act.
These Codes of Ethics contain policies restricting securities trading in personal accounts access
persons, Trustees and others who normally come into possession of information on portfolio
transactions. Personnel subject to the Codes of Ethics may invest in securities that may be
purchased or held by the Fund; however, the Codes of Ethics require that each transaction in
such securities be reviewed by the Compliance Department. These Codes of Ethics are on public
file with, and are available from, the SEC.
The Distributor relies on the principal underwriter’s exception under Rule 17j-1(c)(3). Foreside
Financial Group, LLC, on behalf of Foreside Fund Officer Services, LLC, has adopted a code of
ethics pursuant to Rule 17j-1 of the 1940 Act. These codes of ethics permit, subject to certain
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conditions, personnel of each of those entities to invest in securities that may be purchased or
held by a Fund.
Fund Administrator
General Information. The Administrator and Fund Accountant for the Funds is U.S. Bancorp
Fund Services, LLC (“USBFS” or the “Administrator”), which has its principal office at 615
East Michigan Street, Milwaukee, Wisconsin 53202 and is primarily in the business of providing
administrative, fund accounting and stock transfer services to retail and institutional mutual
funds. The Administrator performs these services pursuant to two separate agreements, a Fund
Administration Servicing Agreement and a Fund Accounting Servicing Agreement.
Administration Agreement. Pursuant to a Fund Administration Servicing Agreement (the
“Administration Agreement”) with the Funds, the Administrator provides all administrative
services necessary for the Funds, other than those provided by Innovator, subject to the
supervision of the Board. Employees of the Administrator generally will not be officers of the
Funds for which they provide services.
The Administration Agreement is terminable by the Board or the Administrator on ninety (90)
days’ written notice and may be assigned provided the non-assigning party provides prior written
consent. The Administration Agreement shall remain in effect for three years from the date of its
initial approval, unless amended, and its renewal is subject to approval of the Board for periods
thereafter. The Administration Agreement provides that in the absence of the Administrator’s
refusal or willful failure to comply with the Agreement or bad faith, negligence or willful
misconduct on the part of the Administrator, the Administrator shall not be liable for any action
or failure to act in accordance with its duties thereunder.
Under the Administration Agreement, the Administrator provides all administrative services,
including, without limitation: (i) providing services of persons competent to perform such
administrative and clerical functions as are necessary to provide effective administration of the
Funds; (ii) overseeing the performance of administrative and professional services to the Funds
by others, including the Custodian (as defined below); (iii) preparing, but not paying for, the
periodic updating of each Fund’s Registration Statement, Prospectus and Statement of Additional
Information in conjunction with Fund counsel, including the printing of such documents for the
purpose of filings with the SEC and state securities administrators, preparing each Fund’s tax
returns, and preparing reports to each Fund’s shareholders and the SEC; (iv) calculation of yield
and total return for each Fund; (v) monitoring and evaluating daily income and expense accruals,
and sales and redemptions of Shares of each Fund; (vi) preparing in conjunction with Fund
counsel, but not paying for, all filings under the securities or “Blue Sky” laws of such states or
countries as are designated by the Distributor, which may be required to register or qualify, or
continue the registration or qualification, of a Fund and/or its Shares under such laws; (vii)
preparing notices and agendas for meetings of the Board and minutes of such meetings in all
matters required by the 1940 Act to be acted upon by the Board; and (viii) monitoring periodic
compliance with respect to all requirements and restrictions of the 1940 Act, the Internal
Revenue Code and the Prospectus.
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Accounting Agreement. The Administrator, pursuant to a Fund Accounting Servicing Agreement
(the “Accounting Agreement”), also provides the Funds with accounting services, including,
without limitation: (i) daily computation of NAV; (ii) maintenance of security ledgers and books
and records as required by the 1940 Act; (iii) production of a Fund’s listing of portfolio securities
and general ledger reports; (iv) reconciliation of accounting records; and (v) maintaining certain
books and records described in Rule 31a-1 under the 1940 Act, and reconciling account
information and balances among the Custodian and Adviser.
For the administrative and fund accounting services rendered to the Funds by the Administrator,
the Administrator is paid an asset-based fee plus certain out-of-pocket expenses. Pursuant to the
terms of the Investment Management Agreement, Innovator is responsible for paying for the
services provided by the Administrator. The Funds do not directly pay the Administrator.
Custodian, Transfer Agent and Dividend Agent
U.S. Bank, N.A., Custody Operations, 1555 N. River Center Drive, Suite 302, Milwaukee,
Wisconsin 53212 (the “Custodian”), serves as custodian for the Funds’ cash and securities.
Pursuant to a Custodian Servicing Agreement with the Funds, it is responsible for maintaining
the books and records of each Fund’s portfolio securities and cash. The Custodian receives a
minimum annual fee of $1,000. The Custodian is also entitled to certain out-of-pocket expenses
and portfolio transaction fees. The Custodian does not assist in, and is not responsible for,
investment decisions involving assets of the Funds. USBFS, the Administrator, also acts as the
Funds’ transfer and dividend agent.
Legal Counsel
Chapman and Cutler LLP, 111 West Monroe Street, Chicago, Illinois 60603 serves as the Trust’s
legal counsel.
Independent Registered Public Accounting Firm
Cohen & Company, Ltd., located at 1350 Euclid Avenue, Suite 800, Cleveland, Ohio 44115, has
been selected as the independent registered public accounting firm for the Trust. As such, they
are responsible for auditing the Trust’s annual financial statements.
Disclaimers
Innovator MSCI EAFE Power Buffer ETF – July
THIS FUND IS NOT SPONSORED, ENDORSED, SOLD OR PROMOTED BY MSCI INC.
(“MSCI”), ANY OF ITS AFFILIATES, ANY OF ITS DIRECT OR INDIRECT
INFORMATION PROVIDERS OR ANY OTHER THIRD PARTY INVOLVED IN, OR
RELATED TO, COMPILING, COMPUTING OR CREATING ANY MSCI INDEX
(COLLECTIVELY, THE “MSCI PARTIES”). THE MSCI INDEXES ARE THE EXCLUSIVE
PROPERTY OF MSCI. MSCI, THE MARK(S) AND THE INDEX NAMES ARE
TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS AFFILIATES AND HAVE BEEN
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LICENSED FOR USE FOR CERTAIN LIMITED PURPOSES BY INNOVATOR AND NO
OTHER USE OF THESE MARKS IS PERMITTED WITHOUT A LICENSE FROM MSCI OR
ITS AFFILIATES. NONE OF THE MSCI PARTIES MAKES ANY REPRESENTATION OR
WARRANTY, EXPRESS OR IMPLIED, TO THE ISSUER OR OWNERS OF THIS FUND OR
ANY OTHER PERSON OR ENTITY REGARDING THE ADVISABILITY OF INVESTING
IN FINANCIAL PRODUCTS GENERALLY OR IN THIS FUND PARTICULARLY OR THE
ABILITY OF ANY MSCI INDEX TO TRACK CORRESPONDING STOCK MARKET
PERFORMANCE. THE MSCI INDEXES ARE DETERMINED, COMPOSED AND
CALCULATED WITHOUT REGARD TO THIS FUND OR THE ISSUER OR OWNERS OF
THIS FUND OR ANY OTHER PERSON OR ENTITY. NONE OF THE MSCI PARTIES HAS
ANY OBLIGATION TO TAKE THE NEEDS OF THE ISSUER OR OWNERS OF THIS
FUND OR ANY OTHER PERSON OR ENTITY INTO CONSIDERATION IN
DETERMINING, COMPOSING OR CALCULATING THE MSCI INDEXES. NONE OF THE
MSCI PARTIES IS RESPONSIBLE FOR OR HAS PARTICIPATED IN THE
DETERMINATION OF THE TIMING OF, PRICES AT, OR QUANTITIES OF THIS FUND
TO BE ISSUED OR IN THE DETERMINATION OR CALCULATION OF THE EQUATION
BY OR THE CONSIDERATION INTO WHICH THIS FUND IS REDEEMABLE. FURTHER,
NONE OF THE MSCI PARTIES HAS ANY OBLIGATION OR LIABILITY TO THE ISSUER
OR OWNERS OF THIS FUND OR ANY OTHER PERSON OR ENTITY IN CONNECTION
WITH THE ADMINISTRATION, MARKETING OR OFFERING OF THIS FUND.
ALTHOUGH MSCI SHALL OBTAIN INFORMATION FOR INCLUSION IN OR FOR USE
IN THE CALCULATION OF THE MSCI INDEXES FROM SOURCES THAT MSCI
CONSIDERS RELIABLE, NONE OF THE MSCI PARTIES WARRANTS OR
GUARANTEES THE ORIGINALITY, ACCURACY OR COMPLETENESS OF ANY MSCI
INDEX OR ANY DATA INCLUDED THEREIN. NONE OF THE MSCI PARTIES MAKES
ANY WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY
THE ISSUER OF THIS FUND, OWNERS OF THIS FUND, OR ANY OTHER PERSON OR
ENTITY, FROM THE USE OF ANY MARKS, MSCI INDEX, ANY MARKS OR ANY DATA
INCLUDED THEREIN. NONE OF THE MSCI PARTIES SHALL HAVE ANY LIABILITY
FOR ANY ERRORS, OMISSIONS OR INTERRUPTIONS OF OR IN CONNECTION WITH
ANY MARKS, MSCI INDEX OR ANY DATA INCLUDED THEREIN. FURTHER, NONE
OF THE MSCI PARTIES MAKES ANY EXPRESS OR IMPLIED WARRANTIES OF ANY
KIND, AND THE MSCI PARTIES HEREBY EXPRESSLY DISCLAIM ALL WARRANTIES
OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE, WITH
RESPECT TO EACH MARK, MSCI INDEX AND ANY DATA INCLUDED THEREIN.
WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM EXTENT
PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE MSCI PARTIES HAVE ANY
LIABILITY FOR ANY DIRECT, INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL OR
ANY OTHER DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE
POSSIBILITY OF SUCH DAMAGES.
No purchaser, seller or holder of this Fund, or any other person or entity, should use or refer to
any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this
security without first contacting MSCI to determine whether MSCI’s permission is required.
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Under no circumstances may any person or entity claim any affiliation with MSCI without the
prior written permission of MSCI.
Innovator MSCI Emerging Markets Power Buffer ETF – July
THIS FUND IS NOT SPONSORED, ENDORSED, SOLD OR PROMOTED BY MSCI INC.
(“MSCI”), ANY OF ITS AFFILIATES, ANY OF ITS DIRECT OR INDIRECT
INFORMATION PROVIDERS OR ANY OTHER THIRD PARTY INVOLVED IN, OR
RELATED TO, COMPILING, COMPUTING OR CREATING ANY MSCI INDEX
(COLLECTIVELY, THE “MSCI PARTIES”). THE MSCI INDEXES ARE THE EXCLUSIVE
PROPERTY OF MSCI. MSCI, THE MARK(S) AND THE INDEX NAMES ARE
TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS AFFILIATES AND HAVE BEEN
LICENSED FOR USE FOR CERTAIN LIMITED PURPOSES BY INNOVATOR AND NO
OTHER USE OF THESE MARKS IS PERMITTED WITHOUT A LICENSE FROM MSCI OR
ITS AFFILIATES. NONE OF THE MSCI PARTIES MAKES ANY REPRESENTATION OR
WARRANTY, EXPRESS OR IMPLIED, TO THE ISSUER OR OWNERS OF THIS FUND OR
ANY OTHER PERSON OR ENTITY REGARDING THE ADVISABILITY OF INVESTING
IN FINANCIAL PRODUCTS GENERALLY OR IN THIS FUND PARTICULARLY OR THE
ABILITY OF ANY MSCI INDEX TO TRACK CORRESPONDING STOCK MARKET
PERFORMANCE. THE MSCI INDEXES ARE DETERMINED, COMPOSED AND
CALCULATED WITHOUT REGARD TO THIS FUND OR THE ISSUER OR OWNERS OF
THIS FUND OR ANY OTHER PERSON OR ENTITY. NONE OF THE MSCI PARTIES HAS
ANY OBLIGATION TO TAKE THE NEEDS OF THE ISSUER OR OWNERS OF THIS
FUND OR ANY OTHER PERSON OR ENTITY INTO CONSIDERATION IN
DETERMINING, COMPOSING OR CALCULATING THE MSCI INDEXES. NONE OF THE
MSCI PARTIES IS RESPONSIBLE FOR OR HAS PARTICIPATED IN THE
DETERMINATION OF THE TIMING OF, PRICES AT, OR QUANTITIES OF THIS FUND
TO BE ISSUED OR IN THE DETERMINATION OR CALCULATION OF THE EQUATION
BY OR THE CONSIDERATION INTO WHICH THIS FUND IS REDEEMABLE. FURTHER,
NONE OF THE MSCI PARTIES HAS ANY OBLIGATION OR LIABILITY TO THE ISSUER
OR OWNERS OF THIS FUND OR ANY OTHER PERSON OR ENTITY IN CONNECTION
WITH THE ADMINISTRATION, MARKETING OR OFFERING OF THIS FUND.
ALTHOUGH MSCI SHALL OBTAIN INFORMATION FOR INCLUSION IN OR FOR USE
IN THE CALCULATION OF THE MSCI INDEXES FROM SOURCES THAT MSCI
CONSIDERS RELIABLE, NONE OF THE MSCI PARTIES WARRANTS OR
GUARANTEES THE ORIGINALITY, ACCURACY OR COMPLETENESS OF ANY MSCI
INDEX OR ANY DATA INCLUDED THEREIN. NONE OF THE MSCI PARTIES MAKES
ANY WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY
THE ISSUER OF THIS FUND, OWNERS OF THIS FUND, OR ANY OTHER PERSON OR
ENTITY, FROM THE USE OF ANY MARKS, MSCI INDEX, ANY MARKS OR ANY DATA
INCLUDED THEREIN. NONE OF THE MSCI PARTIES SHALL HAVE ANY LIABILITY
FOR ANY ERRORS, OMISSIONS OR INTERRUPTIONS OF OR IN CONNECTION WITH
ANY MARKS, MSCI INDEX OR ANY DATA INCLUDED THEREIN. FURTHER, NONE
OF THE MSCI PARTIES MAKES ANY EXPRESS OR IMPLIED WARRANTIES OF ANY
KIND, AND THE MSCI PARTIES HEREBY EXPRESSLY DISCLAIM ALL WARRANTIES
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OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE, WITH
RESPECT TO EACH MARK, MSCI INDEX AND ANY DATA INCLUDED THEREIN.
WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM EXTENT
PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE MSCI PARTIES HAVE ANY
LIABILITY FOR ANY DIRECT, INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL OR
ANY OTHER DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE
POSSIBILITY OF SUCH DAMAGES.
No purchaser, seller or holder of this Fund, or any other person or entity, should use or refer to
any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this
security without first contacting MSCI to determine whether MSCI’s permission is required.
Under no circumstances may any person or entity claim any affiliation with MSCI without the
prior written permission of MSCI.
Innovator Nasdaq-100 Power Buffer ETF – October
The Fund is not sponsored, endorsed, sold or promoted by Nasdaq, Inc. or its affiliates (Nasdaq,
with its affiliates, are referred to as the “Corporations”). The Corporations have not passed on
the legality or suitability of, or the accuracy or adequacy of descriptions and disclosures relating
to, the Fund. The Corporations make no representation or warranty, express or implied to the
owners of the Fund or any member of the public regarding the advisability of investing in
securities generally or in the Fund particularly, or the ability of the NASDAQ-100 Price Index to
track general stock market performance. The Corporations’ only relationship to Innovator
(“Licensee”) is in the licensing of the Nasdaq®, NASDAQ-100 Price Index, and certain trade
names of the Corporations and the use of the NASDAQ-100 Price Index which is determined,
composed and calculated by Nasdaq without regard to the Licensee of the Fund. Nasdaq has no
obligation to take the needs of the Licensee or the owners of the Fund into consideration in
determining, composing or calculating the NASDAQ-100 Price Index. The Corporations are not
responsible for and have not participated in the determination of the timing of, prices at, or
quantities of the Fund to be issued or in the determination or calculation of the equation by
which the Fund is to be converted into cash. The Corporations have no liability in connection
with the administration, marketing or trading of the Fund.
THE CORPORATIONS DO NOT GUARANTEE THE ACCURACY AND/OR
UNINTERRUPTED CALCULATION OF THE NASDAQ-100 PRICE INDEX OR ANY
DATA INCLUDED THEREIN. THE CORPORATIONS MAKE NO WARRANTY, EXPRESS
OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY LICENSEE, OWNERS OF THE
FUND, OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE NASDAQ-100
PRICE INDEX OR ANY DATA INCLUDED THEREIN. THE CORPORATIONS MAKE NO
EXPRESS OR IMPLIED WARRANTIES, AND EXPRESSLY DISCLAIM ALL
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE WITH RESPECT TO THE NASDAQ-100 PRICE INDEX OR ANY DATA
INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT
SHALL THE CORPORATIONS HAVE ANY LIABILITY FOR ANY LOST PROFITS OR
SPECIAL, INCIDENTAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES,
EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.
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Innovator Russell 2000 Power Buffer ETF – October
The Fund has been developed solely by Innovator. The Fund is not in any way connected to or
sponsored, endorsed, sold or promoted by the London Stock Exchange Group plc and its group
undertakings (collectively, the “LSE Group”). FTSE Russell is a trading name of certain of the
LSE Group companies. All rights in the Russell 2000 Price Index (the “Index”) vest in the
relevant LSE Group company which owns the Index. “Russell®” is a trade mark(s) of the
relevant LSE Group company and is/are used by any other LSE Group company under license.
The Index is calculated by or on behalf of FTSE International Limited or its affiliate, agent or
partner. The LSE Group does not accept any liability whatsoever to any person arising out of (a)
the use of, reliance on or any error in the Index or (b) investment in or operation of the Fund. The
LSE Group makes no claim, prediction, warranty or representation either as to the results to be
obtained from the Fund or the suitability of the Index for the purpose to which it is being put by
Innovator.
TRADING AND BROKERAGE
An investment adviser has a fiduciary duty to engage in brokerage practices that are in the best
interests of its clients and to place the interests of its clients above all other interests in the broker
selection process. Innovator is responsible for the management of the Funds and has delegated
trade execution responsibilities to Milliman.
Accordingly, Milliman has an obligation to seek to obtain the “best execution” for each Fund’s
transactions. “Best execution” is defined as the most favorable execution possible, considering
such factors as the broker’s services, research provided, commissions charged, volume discounts
offered, execution capability, reliability and responsiveness of the broker-dealer. Milliman may
test the execution quality of the broker-dealer to which Milliman submitted the trade. This may
include comparing a sample of executed equity trades and the prices that were in the market at
the time of the trade (e.g., by comparing it to a third-party pricing source).
In selecting a broker for each specific transaction, Milliman uses its best judgment to choose the
broker most capable of providing the brokerage services necessary to obtain “best execution.”
The full range and quality of brokerage services available will be considered in making these
determinations. Such services may consist of the following: (i) trading capabilities, including
execution speed and ability to provide liquidity; (ii) commissions and/or fees both in aggregate
and on a per share basis; (iii) capital strength and stability; (iv) settlement processing; (v) use of
technology and other special services; (vi) responsiveness, reliability, and integrity; and, if
applicable, (vii) the nature and value of research provided.
Milliman will consider total transaction costs when selecting brokers for trade execution. Total
transaction costs include: (i) market impact cost; (ii) lost opportunity to trade cost; (iii) time-tomarket cost; (iv) commissions on agency trades or the spreads on principle trades; and (v) bidask spread.
As a matter of policy, Milliman has indicated to the Board that it does not intend to maintain any
soft dollar arrangements. Milliman may receive research on the economy, derivative
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instruments, flows and conditions from many broker-dealers. This information is commonly
distributed by many broker-dealers to many market participants, is not associated with particular
transactions, and does not obligate Milliman to trade with any particular broker-dealer. As these
items are made readily available by many broker-dealers to many market participants and they
do not affect Milliman’s selection of a particular broker-dealer for a specific transaction,
Milliman does not believe that it has conflicts of interest related to soft dollars in the case of
over-the-counter or exchange-traded futures transactions.
The following table sets forth the brokerage commissions paid by each Fund during the specified
period.
Brokerage Commissions
Fund
Innovator MSCI EAFE Power Buffer ETF – July1
Innovator MSCI Emerging Markets Power Buffer ETF – July1
Innovator Nasdaq-100 Power Buffer ETF – October2
Innovator Russell 2000 Power Buffer ETF – October2
1. The Fund commenced operations on June 28, 2019.
2. The Fund commenced operations on September 30, 2019.

Fiscal Period Ended
October 31, 2019
$40,521
$51,389
$7,154
$20,863

The Funds did not pay brokerage commissions on trades of securities to an affiliated broker of
the Funds during the fiscal period ended October 31, 2019.
CAPITAL STRUCTURE
Each Fund has been established as a series of the Trust. The Trust has authorized and allocated to
each series an unlimited number of Shares of beneficial interest with no par value. The Trustees
may, at any time, and from time to time, by resolution, authorize the establishment and division
of additional shares of the Trust into an unlimited number of series and the division of any series
(including the Funds) into two or more classes. When issued in accordance with the Trust’s
registration statement, governing instruments and applicable law (all as may be amended from
time to time), all of the Trust’s shares are fully paid and non-assessable. Shares do not have
preemptive rights.
All Shares of a Fund represent an undivided proportionate interest in the assets of the Fund.
Shareholders of the Trust are entitled to one vote for each full Share and to a proportionate
fractional vote for each fractional Share standing in the shareholder’s name on the books of the
Trust. However, matters affecting only one particular fund or class can be voted on only by
shareholders in such fund or class. The shares of the Trust are not entitled to cumulative voting,
meaning that holders of more than 50% of the Trust’s shares may elect the entire Board. All
shareholders are entitled to receive dividend and/or capital gains when and as declared by the
Trustees from time to time and as discussed in the Prospectus.
Book Entry Only System. The following information supplements and should be read in
conjunction with the section of the Prospectus entitled “Book Entry.”
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DTC Acts as Securities Depository for Fund Shares. Shares of each Fund are represented by
securities registered in the name of The Depository Trust Company (“DTC”) or its nominee and
deposited with, or on behalf of, DTC. DTC was created in 1973 to enable electronic movement
of securities between its participants (“DTC Participants”), and National Securities Clearing
Corporation (“NSCC”) was established in 1976 to provide a single settlement system for
securities clearing and to serve as central counterparty for securities trades among DTC
Participants. In 1999, DTC and NSCC were consolidated within The Depository Trust &
Clearing Corporation (“DTCC”) and became wholly-owned subsidiaries of DTCC. The common
stock of DTCC is owned by the DTC Participants, but the New York Stock Exchange (“NYSE”)
and FINRA, through subsidiaries, hold preferred shares in DTCC that provide them with the
right to elect one member each to the DTCC board of directors. Access to the DTC system is
available to entities, such as banks, brokers, dealers and trust companies, that clear through or
maintain a custodial relationship with a DTC Participant, either directly or indirectly (“Indirect
Participants”).
Beneficial ownership of Shares is limited to DTC Participants, Indirect Participants and persons
holding interests through DTC Participants and Indirect Participants. Ownership of beneficial
interests in Shares (owners of such beneficial interests are referred to herein as “Beneficial
Owners”) is shown on, and the transfer of ownership is effected only through, records
maintained by DTC (with respect to DTC Participants) and on the records of DTC Participants
(with respect to Indirect Participants and Beneficial Owners that are not DTC Participants).
Beneficial Owners will receive from or through the DTC Participant a written confirmation
relating to their purchase of Shares. The laws of some jurisdictions may require that certain
purchasers of securities take physical delivery of such securities in definitive form. Such laws
may impair the ability of certain investors to acquire beneficial interests in Shares of a Fund.
Conveyance of all notices, statements and other communications to Beneficial Owners is
effected as follows. Pursuant to the Depositary Agreement between the Trust and DTC, DTC is
required to make available to the Trust upon request and for a fee to be charged to the Trust a
listing of the Shares of each Fund held by each DTC Participant. The Trust shall inquire of each
such DTC Participant as to the number of Beneficial Owners holding Shares, directly or
indirectly, through such DTC Participant. The Trust shall provide each such DTC Participant
with copies of such notice, statement or other communication, in such form, number and at such
place as such DTC Participant may reasonably request, in order that such notice, statement or
communication may be transmitted by such DTC Participant, directly or indirectly, to such
Beneficial Owners. In addition, the Trust shall pay to each such DTC Participant a fair and
reasonable amount as reimbursement for the expenses attendant to such transmittal, all subject to
applicable statutory and regulatory requirements.
Share distributions shall be made to DTC or its nominee, Cede & Co., as the registered holder of
all Shares of the Trust. DTC or its nominee, upon receipt of any such distributions, shall credit
immediately DTC Participants’ accounts with payments in amounts proportionate to their
respective beneficial interests in Shares of each Fund as shown on the records of DTC or its
nominee. Payments by DTC Participants to Indirect Participants and Beneficial Owners of
Shares held through such DTC Participants will be governed by standing instructions and
customary practices, as is now the case with securities held for the accounts of customers in
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bearer form or registered in a “street name,” and will be the responsibility of such DTC
Participants.
The Trust has no responsibility or liability for any aspect of the records relating to or notices to
Beneficial Owners, or payments made on account of beneficial ownership interests in such
Shares, or for maintaining, supervising or reviewing any records relating to such beneficial
ownership interests, or for any other aspect of the relationship between DTC and the DTC
Participants or the relationship between such DTC Participants and the Indirect Participants and
Beneficial Owners owning through such DTC Participants. DTC may decide to discontinue
providing its service with respect to Shares of the Trust at any time by giving reasonable notice
to the Trust and discharging its responsibilities with respect thereto under applicable law. Under
such circumstances, the Trust shall take action to find a replacement for DTC to perform its
functions at a comparable cost.
CREATION AND REDEMPTION OF CREATION UNITS
General. Each Fund issues Shares only in Creation Units on a continuous basis through the
Distributor, without a sales load, at its NAV next determined after receipt, on any Business Day
(as defined below), of an order in proper form. A “Business Day” is any day on which the NYSE
is open for business. As of the date of this SAI, the NYSE observes the following holidays: New
Year’s Day, Martin Luther King, Jr. Day, Presidents Day, Good Friday, Memorial Day,
Independence Day, Labor Day, Thanksgiving Day and Christmas Day. Each Fund currently
intends to effect creations and redemptions for cash, rather than in-kind securities, and only to
and from broker-dealers and large institutional investors that have entered into participation
agreements, as described further below.
Creation
Delivery of Cash. Creation Units are sold at their NAV plus a transaction fee, as described
below (“Cash Purchase Amount”). Pursuant to the Trust’s exemptive order granting it
exemptions from certain provisions of the 1940 Act, purchases of Creation Units may be made in
whole or in part on a cash basis, rather than in-kind, if, on a given Business Day, a Fund
announces before the open of trading that all purchases on that day will be made entirely in cash.
The Custodian, through NSCC, makes available on each Business Day, prior to the opening of
business of the Exchange (currently 9:30 a.m., Eastern Time), the Cash Purchase Amount. Such
information is applicable in order to effect creations of Creation Units of each Fund until the next
Business Day.
Procedures for Creation of Creation Units. To be eligible to place orders with the Distributor to
create a Creation Unit of a Fund, an entity must be (i) a “Participating Party,” i.e., a
broker-dealer or other participant in the clearing process through the Continuous Net Settlement
System of the NSCC (the “Clearing Process”); or (ii) a DTC Participant (see “Book Entry Only
System”), and, in each case, must have executed an agreement with a Fund, the Distributor and
the Administrator with respect to creations and redemptions of Creation Units (“Participant
Agreement”) (discussed below). A Participating Party and DTC Participant are collectively
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referred to as an “Authorized Participant.” Investors should contact the Distributor for the names
of Authorized Participants that have signed a Participant Agreement with a Fund. All Shares of
a Fund, however created, will be entered on the records of DTC in the name of Cede & Co. for
the account of a DTC Participant.
All orders to create Creation Units must be placed for one or more Creation Unit size
aggregations of at least 25,000 Shares. All orders to create Creation Units, whether through the
Clearing Process (through a Participating Party) or outside the Clearing Process (through a DTC
Participant), must be received by the Distributor no later than 3:00 p.m., Eastern Time (“Closing
Time”), in each case on the date such order is placed in order for the creation of Creation Units
to be effected based on the NAV of Shares of a Fund as next determined on such date after
receipt of the order in proper form. The date on which an order to create Creation Units (or an
order to redeem Creation Units as discussed below) is placed is referred to as the “Transmittal
Date.” Orders must be transmitted by an Authorized Participant by telephone or other
transmission method acceptable to the Distributor pursuant to procedures set forth in the
Participant Agreement, as described below (see “Placement of Creation Orders Using Clearing
Process” and “Placement of Creation Orders Outside Clearing Process”). Severe economic or
market disruptions or changes, or telephone or other communication failure, may impede the
ability to reach the Distributor or an Authorized Participant.
Orders to create Creation Units of a Fund shall be placed with an Authorized Participant, as
applicable, in the form required by such Authorized Participant. In addition, the Authorized
Participant may request the investor to make certain representations or enter into agreements
with respect to the order, i.e., to provide for payments of cash, when required. Investors should
be aware that their particular broker may not have executed a Participant Agreement and,
therefore, orders to create Creation Units of the Fund have to be placed by the investor’s broker
through an Authorized Participant that has executed a Participant Agreement. At any given time
there may be only a limited number of broker-dealers that have executed a Participant
Agreement. Those placing orders for Creation Units through the Clearing Process should afford
sufficient time to permit proper submission of the order to the Distributor prior to the Closing
Time on the Transmittal Date.
Orders for creation that are effected outside the Clearing Process are likely to require transmittal
by the DTC Participant earlier on the Transmittal Date than orders effected using the Clearing
Process. Those persons placing orders outside the Clearing Process should ascertain the
deadlines applicable to DTC and the Federal Reserve Bank wire system by contacting the
operations department of the broker or depository institution effecting such transfer of Cash
Purchase Amount or Deposit Securities and Cash Component.
Placement of Creation Orders Using the Clearing Process. Creation orders made through the
Clearing Process must be delivered through a Participating Party that has executed a Participant
Agreement. The Participant Agreement authorizes the Distributor to transmit through the Funds’
transfer agent to NSCC, on behalf of the Participating Party, such trade instructions as are
necessary to effect the Participating Party’s creation order. Pursuant to such trade instructions to
NSCC, the Participating Party agrees to deliver the Cash Purchase Amount to a Fund, together
with such additional information as may be required by the Distributor. An order to create
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Creation Units through the Clearing Process is deemed received by the Distributor on the
Transmittal Date if (i) such order is received by the Distributor not later than the Closing Time
on such Transmittal Date and (ii) all other procedures set forth in the Participant Agreement are
properly followed. The delivery of Creation Units so created will occur no later than the second
Business Day following the day on which the purchase order is deemed received by the
Distributor (“T+2”).
Placement of Creation Orders Outside the Clearing Process. Creation orders made outside the
Clearing Process must be delivered through a DTC Participant that has executed a Participant
Agreement with a Fund, the Distributor and the Administrator. A DTC Participant who wishes
to place an order creating Creation Units to be effected outside the Clearing Process need not be
a Participating Party, but such orders must state that the DTC Participant is not using the
Clearing Process and that the creation of Creation Units will instead be effected through a
transfer of cash directly through DTC. The cash equal to the Cash Purchase Amount must be
transferred directly to the Administrator through the Federal Reserve wire system in a timely
manner so as to be received by the Administrator no later than 2:00 p.m., Eastern Time, on the
next Business Day immediately following such Transmittal Date. An order to create Creation
Units outside the Clearing Process is deemed received by the Distributor on the Transmittal Date
if (i) such order is received by the Distributor not later than the Closing Time on such
Transmittal Date; and (ii) all other procedures set forth in the Participant Agreement are properly
followed. If the Administrator does not receive the Cash Purchase Amount by 2:00 p.m. on the
next Business Day immediately following the Transmittal Date, such order will be cancelled.
Upon written notice to the Distributor, such cancelled order may be resubmitted the following
Business Day using a Fund Deposit as newly constituted to reflect the then current NAV of a
Fund. It is expected that the delivery of Creation Units so created will occur no later than T+2.
Acceptance of Orders for Creation Units. Each Fund reserves the absolute right to reject a
creation order transmitted to it by the Distributor in respect of the Fund if (a) the order is not in
proper form; (b) the investor(s), upon obtaining the Shares ordered, would own 80% or more of
the currently outstanding Shares of the Fund; (c) the acceptance of the Cash Purchase Amount
would have certain adverse tax consequences to the Fund; (d) the acceptance of the Cash
Purchase Amount would, in the opinion of counsel, be unlawful; (e) the acceptance of the Fund
Deposit would otherwise, in the discretion of the Fund or the Adviser, have an adverse effect on
the Fund or the rights of beneficial owners; or (f) in the event that circumstances outside the
control of the Fund, the Distributor and the Adviser make it for all practical purposes impossible
to process creation orders. Examples of such circumstances include acts of God or public service
or utility problems such as fires, floods, extreme weather conditions and power outages resulting
in telephone, telecopy and computer failures; market conditions or activities causing trading
halts; systems failures involving computer or other information systems affecting a Fund, the
Adviser, the Sub-Adviser, the Distributor, DTC, NSCC or any other participant in the creation
process, and similar extraordinary events. The Distributor shall notify a prospective creator of a
Creation Unit and/or the Authorized Participant acting on behalf of the creator of a Creation Unit
of its rejection of the order of such person. The Funds, the Administrator and the Distributor are
under no duty, however, to give notification of any defects or irregularities in the delivery of the
Cash Purchase Amount nor shall either of them incur any liability for the failure to give any such
notification.
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Creation Transaction Fee. To compensate the Funds for transfer and other transaction costs
involved in creation transactions through the Clearing Process, investors will be required to pay a
minimum creation transaction fee, assessed per transaction, of $250 plus 0.05% of the value of
the creation. Each Fund, subject to approval by the Board, may adjust the fee from time to time
based upon actual experience. Investors who use the services of a broker or other such
intermediary in addition to an Authorized Participant to effect a creation of a Creation Unit may
be charged a fee for such services.
Redemption
Redemption of Shares in Creation Units. Shares may be redeemed only in Creation Units at their
NAV next determined after receipt of a redemption request in proper form by a Fund through the
Custodian and only on a Business Day. A Fund will not redeem Shares in amounts less than
Creation Units. Beneficial Owners must accumulate enough Shares in the secondary market to
constitute a Creation Unit in order to have such Shares redeemed by a Fund. There can be no
assurance, however, that there will be sufficient liquidity in the public trading market at any time
to permit assembly of a Creation Unit. Investors should expect to incur brokerage and other costs
in connection with assembling a sufficient number of Fund Shares to constitute a redeemable
Creation Unit.
The Custodian, through the NSCC, makes available prior to the opening of business on the
Exchange (currently 9:30 a.m., Eastern time) on each Business Day, the amount of cash that will
be applicable (subject to possible amendment or correction) to redemption requests received in
proper form (as described below) on that day. The redemption proceeds for a Creation Unit
generally consist of cash in an amount equal to the NAV of Fund Shares next determined after a
redemption request is received (minus any redemption transaction fees imposed, as specified
above) (the “Cash Redemption Amount”), less a redemption transaction fee as noted below (see
“Redemption Transaction Fee” below).
The right of redemption may be suspended or the date of payment postponed (i) for any period
during which the NYSE is closed (other than customary weekend and holiday closings); (ii) for
any period during which trading on the NYSE is suspended or restricted; (iii) for any period
during which an emergency exists as a result of which disposal of the Shares of a Fund or
determination of a Fund’s NAV is not reasonably practicable; or (iv) in such other circumstances
as is permitted by the SEC.
Placement of Redemption Orders Using Clearing Process. Orders to redeem Creation Units must
be delivered through an Authorized Participant that has executed a Participant Agreement.
Investors other than Authorized Participants are responsible for making arrangements for an
order to redeem to be made through an Authorized Participant. An order to redeem Creation
Units is deemed received by a Fund on the Transmittal Date if: (i) such order is received by the
Custodian not later than the Closing Time on the Transmittal Date; and (ii) all other procedures
set forth in the Participant Agreement are properly followed.
An order to redeem Creation Units using the Clearing Process made in proper form but received
by a Fund after the Closing Time, will be deemed received on the next Business Day
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immediately following the Transmittal Date and will be effected at the NAV next determined on
such next Business Day. The requisite Cash Redemption Amount be transferred by T+2.
Placement of Redemption Orders Outside the Clearing Process. Orders to redeem Creation Units
outside the Clearing Process must be delivered through a DTC Participant that has executed the
Participant Agreement. A DTC Participant who wishes to place an order for redemption of
Creation Units to be effected outside the Clearing Process does not need to be a Participating
Party, but such orders must state that the DTC Participant is not using the Clearing Process and
that redemption of Creation Units will instead be effected through transfer of Fund Shares
directly through DTC. An order to redeem Creation Units outside the Clearing Process is deemed
received by a Fund on the Transmittal Date if (i) such order is received by the Transfer Agent not
later than the Closing Time on such Transmittal Date; (ii) such order is accompanied or followed
by the Cash Redemption Amount specified in such order, which delivery must be made through
DTC, to the Custodian no later than 2:00 p.m., Eastern time; and (iii) all other procedures set
forth in the Participant Agreement are properly followed. After a Fund has deemed an order for
redemption outside the Clearing Process received, it will send an acceptance of the redemption
order to the Authorized Participant within 15 minutes of the receipt of the submission received in
good form. A redemption order is deemed to be irrevocable upon the delivery of the
confirmation of acceptance. The Transfer Agent will then initiate procedures to transfer the
Redemption Cash Component to the Authorized Participant on behalf of the redeeming
Beneficial Owner by T+2.
In the event that the number of Shares is insufficient on the contractual settlement date, a Fund
may deliver the Cash Redemption Amount notwithstanding such deficiency in reliance on the
undertaking of the Authorized Participant to deliver the missing Shares as soon as possible. This
undertaking shall be secured by such the Authorized Participant’s delivery on the contractual
settlement date and subsequent maintenance of collateral consisting of cash having a value at
least equal to 105% of the value of the missing Shares. The Authorized Participant’s agreement
permits a Fund, acting in good faith, to purchase the missing Shares at any time and the
Authorized Participant will be subject to liability for any shortfall between the cost to a Fund of
purchasing such shares and the value of the collateral, which may be sold by the Fund at such
time, and in such manner, as the Fund may determine in its sole discretion.
Redemption Transaction Fee. To compensate the Funds for transfer and other transaction costs
involved in redemption transactions through the Clearing Process, investors will be required to
pay a minimum redemption transaction fee, assessed per transaction, of $250 plus 0.05% of the
value of the redemption. A Fund, subject to approval by the Board, may adjust the fee from time
to time based upon actual experience. Investors who use the services of a broker or other such
intermediary in addition to an Authorized Participant to effect a creation of a Creation Unit may
be charged a fee for such services.
Regular Holidays. Each Fund generally intends to effect deliveries of Creation Units and
Portfolio Securities on a basis of “T” plus two Business Days (a Business Day is any day the
NYSE is open). A Fund may effect deliveries of Creation Units and Portfolio Securities on a
basis other than T+2 in order to accommodate local holiday schedules, to account for different
treatment among foreign and U.S. markets of dividend record dates and ex-dividend dates or
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under certain other circumstances. The ability of a Fund to effect in-kind creations and
redemptions within two Business Days of receipt of an order in good form is subject, among
other things, to the condition that, within the time period from the date of the order to the date of
delivery of the securities, there are no days that are holidays in the applicable foreign market. For
every occurrence of one or more intervening holidays in the applicable foreign market that are
not holidays observed in the U.S. equity market, the redemption settlement cycle will be
extended by the number of such intervening holidays. In addition to holidays, other
unforeseeable closings in a foreign market due to emergencies also may prevent the Fund from
delivering securities within the normal settlement period.
The securities delivery cycles currently practicable for transferring portfolio securities to
redeeming investors, coupled with foreign market holiday schedules, will require a delivery
process longer than seven calendar days for ae Fund in certain circumstances. Although certain
holidays may occur on different dates in subsequent years, the number of days required to deliver
redemption proceeds in any given year is not expected to exceed 14 days. The proclamation of
new holidays, the treatment by market participants of certain days as “informal holidays” (e.g.,
days on which no or limited securities transactions occur, as a result of substantially shortened
trading hours), the elimination of existing holidays or changes in local securities delivery
practices could affect the information set forth herein at some time in the future.
On days when the Exchange or the bond market closes earlier than normal, a Fund may require
orders to redeem Creation Units to be placed earlier in the day. For example, on days when the
generally accepted close of the bond market occurs earlier than normal (such as the day before a
holiday) orders requesting substitution of a “cash-in-lieu” amount must be received by the
Distributor no later than 11:00 a.m., Eastern time.
DETERMINING OFFERING PRICE AND NET ASSET VALUE
The NAV of a Fund will be determined as of the close of regular trading on the NYSE (normally
4:00 p.m. E.T.) on the days specified in the Fund’s prospectus or as otherwise determined by
resolution adopted by the Board (each, a “valuation day”). If the NYSE closes early on a
valuation day, a Fund shall determine its NAV as of that time. Portfolio securities generally shall
be valued utilizing prices provided by independent pricing services. The Board has authorized
the Fund and USBFS, the Fund’s accounting agent (the “Fund Accounting Agent”), to use prices
provided by certain pricing service vendors (each, a “Pricing Service”).
Equity and Other Non-Fixed Income Securities and Other Assets
The following securities and other assets, for which accurate and reliable market quotations are
readily available, will be valued by the Fund Accounting Agent as described:
A. Common stocks, preferred stocks and other equity securities listed on any national or
foreign exchange (excluding the NASDAQ National Market (“NASDAQ”) and the
London Stock Exchange Alternative Investment Market (“AIM”)) will be valued at the
last sale price on the exchange on which they are principally traded or, for NASDAQ and
AIM securities, the official closing price. Securities traded on more than one securities
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exchange are valued at the last sale price or official closing price, as applicable, at the
close of the exchange representing the principal market for such securities.
B. Securities traded in the over-the-counter market are valued at the mean of the bid and the
asked price, if available, and otherwise at their closing bid price.
C. Exchange-traded options and futures contracts (other than FLexible Exchange Options
(“FLEX Options”)) will be valued at the closing price in the market where such contracts
are principally traded. If no closing price is available, they will be fair valued at the mean
of their most recent bid and asked price, if available, and otherwise at their closing bid
price. OTC options and futures contracts are fair valued at the mean of the most recent
bid and asked price, if available, and otherwise at their closing bid price.
D. Forward foreign currency contracts are valued at the current day’s interpolated foreign
exchange rate, as calculated using the current day’s spot rate, and the thirty, sixty, ninety,
and one-hundred eighty-day forward rates provided by a Pricing Service or by certain
independent dealers in such contracts.
E. Redeemable securities issued by open-end investment companies shall be valued at the
investment company’s applicable net asset value, with the exception of exchange-traded
open-end investment companies which are priced as equity securities in accordance with
the methods outlined in subsection A above.
F. FLEX Options will be valued at a model-based price provided by the exchange on which
the option is traded at the official close of that exchange’s trading date. If the exchange
on which the option is traded is unable to provide a model price, FLEX Options prices
will be provided by a backup provider. Otherwise, the value of a FLEX option will be
determined by the Pricing Committee in accordance with the Valuation Procedures.
The Fund Accounting Agent will obtain all market quotations used in valuing securities in
accordance with subsection A and E above from a Pricing Service. If no quotation can be
obtained from a Pricing Service, then the Fund Accounting Agent will contact the Trust’s pricing
committee (the “Pricing Committee”). The Pricing Committee is responsible for establishing
valuation of portfolio securities and other instruments held by a Fund in accordance with the
pricing and valuation procedures adopted by the Board (the “Valuation Procedures”). The
Pricing Committee will then attempt to obtain one or more broker quotes for the security daily
and will value the security accordingly.
If no quotation is available from either a Pricing Service, or one or more brokers, or if the Pricing
Committee has reason to question the reliability or accuracy of a quotation supplied, the Pricing
Committee must determine if a “fair value” of such portfolio security must be provided by the
Pricing Committee pursuant to the Valuation Procedures.
Fixed Income Securities, Swaps and Other Instruments
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Subject to the special pricing situations set forth below, the following securities will be valued by
the Fund Accounting Agent as follows:
G. Fixed income securities, swaps, currency-, credit- and commodity-linked notes, and other
similar instruments will be valued using a Pricing Service.
H. Fixed income securities having a remaining maturity of 60 days or less when purchased
will be valued at cost adjusted for amortization of premiums and accretion of discounts,
provided the Pricing Committee has determined that the use of amortized cost is an
appropriate reflection of fair value given market and issuer specific conditions existing at
the time of the determination. Factors that may be considered in determining the
appropriateness of the use of amortized cost include, but are not limited to, the following:
a. the credit conditions in the relevant market and changes thereto;
b. the liquidity conditions in the relevant market and changes thereto;
c. the interest rate conditions in the relevant market and changes thereto (such as
significant changes in interest rates);
d. issuer-specific conditions (such as significant credit deterioration); and
e. any other market-based data the Pricing Committee considers relevant. In this
regard, the Pricing Committee may use last-obtained market-based data to assist it
when valuing portfolio securities using amortized cost.
I. Repurchase agreements will be valued as follows: Overnight repurchase agreements will
be valued at cost. Term repurchase agreements (i.e., those whose maturity exceeds seven
days) will be valued by the Pricing Committee at the average of the bid quotations
obtained daily from at least two recognized dealers.
The Fund Accounting Agent will obtain all pricing data for use in valuing securities in
accordance with subsections G through I, as applicable, above from a Pricing Service or, if no
price is available from a Pricing Service, then the Fund Accounting Agent will contact the
Pricing Committee, which will attempt to obtain one or more broker quotes from the selling
dealer or financial institution for the security daily and will value the security accordingly. If the
Pricing Committee has reason to question the accuracy or reliability of a price supplied or the use
of the amortized cost methodology, the Pricing Committee must determine if a “fair value” of
such portfolio security must be provided by the Pricing Committee pursuant to the Valuation
Procedures. From time to time, the Pricing Committee will request that the Fund Accounting
Agent submit price challenges to a Pricing Service, usually in response to any updated broker
prices received.
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Special Pricing Situations
If no quotation is available from either a Pricing Service or one or more brokers or if the Pricing
Committee has reason to question the reliability or accuracy of a quotation supplied or the use of
amortized cost, the value of any portfolio security held by a Fund for which reliable market
quotations are not readily available will be determined by the Pricing Committee in a manner
that most appropriately reflects fair market value of the security on the valuation date. The use of
a fair valuation method may be appropriate if, for example: (i) market quotations do not
accurately reflect fair value of an investment; (ii) an investment’s value has been materially
affected by events occurring after the close of the exchange or market on which the investment is
principally traded (for example, a foreign exchange or market); (iii) a trading halt closes an
exchange or market early; or (iv) other events result in an exchange or market delaying its
normal close.
Fair valuation of a fixed-income security will be based on the consideration of all available
information, including, but not limited to, the following: (a) the fundamental business data
relating to the issuer, or economic data relating to the country of issue; (b) an evaluation of the
forces which influence the market in which these securities are purchased and sold; (c) the type,
size and cost of the security; (d) the financial statements of the issuer, or the financial condition
of the country of issue; (e) the credit quality and cash flow of the issuer, or country of issue,
based on the portfolio manager’s or external analysis; (f) the information as to any transactions
in or offers for the security; (g) the price and extent of public trading in similar securities (or
equity securities) of the issuer/borrower, or comparable companies; (h) the coupon payments,
yield data/cash flow data; (i) the quality, value and salability of collateral, if any, securing the
security; (j) the business prospects of the issuer, including any ability to obtain money or
resources from a parent or affiliate and an assessment of the issuer’s management (for corporate
debt only); (k) the economic, political and social prospects/developments of the country of issue
and the assessment of the country’s governmental leaders/officials (for sovereign debt only);
(l) the prospects for the issuer’s industry, and multiples (of earnings and/or cash flows) being
paid for similar businesses in that industry (for corporate debt only); and (m) other relevant
factors.
Fair valuation of an equity security will be based on the consideration of all available
information, including, but not limited to, the following: (a) the type of security; (b) the size of
the holding; (c) the initial cost of the security; (d) transactions in comparable securities; (e) price
quotes from dealers and/or pricing services; (f) relationships among various securities;
(g) information obtained by contacting the issuer, analysts, or the appropriate stock exchange;
(h) an analysis of the issuer’s financial statements; and (i) the existence of merger proposals or
tender offers that might affect the value of the security.
If the equity security in question is a foreign security, the following additional information may
be considered: (j) the country’s or geographic region’s political and economic environment;
(k) the value of similar foreign securities traded on other foreign markets; (l) ADR and GDR
trading of similar securities; (m) closed-end fund trading of similar securities; (n) foreign
currency exchange activity; (o) the trading prices of financial products that are tied to baskets of
foreign securities; (p) factors relating to the event that precipitated the pricing problem;
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(q) whether the event is likely to recur; and (r) whether the effects of the event are isolated or
whether they affect entire markets, countries or regions.
In addition, if a “material market movement” occurs between the time a market on which a
foreign security is traded closes and the time that the NAV of a Fund is determined, then the
foreign security will be valued in accordance with Section VIII of the Valuation Procedures.
Restricted securities (with the exception of Rule 144A Securities for which market quotations are
available) will normally be valued at fair value as determined by the Pricing Committee under
the supervision of the Board. The portfolio manager(s) will notify the Pricing Committee of the
existence of a restricted security in a Fund’s portfolio and will present to the Pricing Committee
a recommendation as to the initial and continuing valuation of such security. The Pricing
Committee will then determine the fair value of such restricted security.
Foreign Market Closures
On a day on which a foreign market is closed, but the U.S. markets are open, securities
principally trading in those closed markets shall be fair valued. The Pricing Committee and the
Fund Accounting Agent shall use ICE Data Services, or such other third-party fair valuation
pricing vendor as the Pricing Committee and the Board may approve from time-to- time, to price
the securities principally trading in those closed foreign markets.
DISTRIBUTIONS AND TAXES
The following is a summary of certain material U.S. federal income tax considerations regarding
the purchase, ownership and disposition of Shares of a Fund. This summary does not address all
of the potential U.S. federal income tax consequences that may be applicable to a Fund or to all
categories of investors, some of which may be subject to special tax rules. Current and
prospective shareholders are urged to consult their own tax advisors with respect to the specific
U.S. federal, state, local and non-U.S. tax consequences of investing in a Fund. The summary is
based on the laws and judicial and administrative interpretations thereof in effect on the date of
this SAI, all of which are subject to change, possibly with retroactive effect.
Tax reform legislation commonly known as the Tax Cuts and Jobs Act (the “Tax Act”) was
enacted on December 22, 2017. The Tax Act makes significant changes to the U.S. federal
income tax rules for individuals and corporations, generally effective for taxable years beginning
after December 31, 2017. Most of the changes applicable to individuals are temporary and,
without further legislation, will not apply after 2025. The application of certain provisions of the
Tax Act is uncertain, and the changes in the act may have indirect effects on a Fund, its
investments and its shareholders that cannot be predicted. In addition, legislative, regulatory or
administrative changes could be enacted or promulgated at any time, either prospectively or with
retroactive effect. Prospective investors should consult their tax advisors regarding the
implications of the Tax Act on their investment in a Fund.
Regulated Investment Company Qualifications. Each Fund intends to continue to qualify for
treatment as a separate regulated investment company (“RIC”) under Subchapter M of the
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Internal Revenue Code. To qualify for treatment as a RIC, each Fund must annually distribute at
least 90% of its investment company taxable income (which includes dividends, interest and net
short-term capital gains) and meet several other requirements. Among such other requirements
are the following: (i) at least 90% of each Fund’s annual gross income must be derived from
dividends, interest, payments with respect to securities loans, gains from the sale or other
disposition of stock or securities or non-U.S. currencies, other income (including, but not limited
to, gains from options, futures or forward contracts) derived with respect to its business of
investing in such stock, securities or currencies, and net income derived from interests in
qualified publicly-traded partnerships (i.e., partnerships that are traded on an established
securities market or tradable on a secondary market, other than partnerships that derive at least
90% of their income from interest, dividends, capital gains and other traditionally permitted RIC
income); and (ii) at the close of each quarter of each Fund’s taxable year, (a) at least 50% of the
market value of each Fund’s total assets must be represented by cash and cash items, U.S.
government securities, securities of other RICs and other securities, with such other securities
limited for purposes of this calculation in respect of any one issuer to an amount not greater than
5% of the value of the Fund’s assets and not greater than 10% of the outstanding voting
securities of such issuer, and (b) not more than 25% of the value of each Fund’s total assets may
be invested in the securities (other than U.S. government securities or the securities of other
RICs) of any one issuer, of two or more issuers of which 20% or more of the voting stock is held
by the Fund and that are engaged in the same or similar trades or businesses or related trades or
businesses, or the securities of one or more qualified publicly-traded partnerships.
A Fund may be able to cure a failure to derive at least 90% of its income from the sources
specified above or a failure to diversify its holdings in the manner described above by paying a
tax and/or by disposing of certain assets. If, in any taxable year, a Fund fails one of these tests
and does not timely cure the failure, that Fund will be taxed in the same manner as an ordinary
corporation and distributions to its shareholders will not be deductible by that Fund in computing
its taxable income.
Although, in general, the passive loss rules of the Internal Revenue Code do not apply to RICs,
such rules do apply to a RIC with respect to items attributable to interests in qualified publiclytraded partnerships. A Fund’s investments in partnerships, including in qualified publicly-traded
partnerships, may result in the Fund being subject to state, local, or non-U.S. income, franchise
or withholding tax liabilities.
Taxation of RICs. As a RIC, a Fund will not be subject to U.S. federal income tax on the portion
of its taxable investment income and capital gains that it distributes to its shareholders, provided
that it satisfies a minimum distribution requirement. To satisfy the minimum distribution
requirement, a Fund must distribute to its shareholders at least the sum of (i) 90% of its
“investment company taxable income” (i.e., income other than its net realized long-term capital
gain over its net realized short-term capital loss), plus or minus certain adjustments, and (ii) 90%
of its net tax-exempt income for the taxable year. A Fund will be subject to income tax at regular
corporate rates on any taxable income or gains that it does not distribute to its shareholders. If a
Fund fails to qualify for any taxable year as a RIC or fails to meet the distribution requirement,
all of its taxable income will be subject to tax at regular corporate income tax rates without any
deduction for distributions to shareholders, and such distributions generally will be taxable to
-40-

shareholders as ordinary dividends to the extent of a Fund’s current and accumulated earnings
and profits. In such event, distributions to individuals should be eligible to be treated as qualified
dividend income and distributions to corporate shareholders generally should be eligible for the
dividends received deduction. Although each Fund intends to distribute substantially all of its net
investment income and its capital gains for each taxable year, each Fund will be subject to U.S.
federal income taxation to the extent any such income or gains are not distributed. If a Fund fails
to qualify as a RIC in any year, it must pay out its earnings and profits accumulated in that year
in order to qualify again as a RIC. If a Fund fails to qualify as a RIC for a period greater than two
taxable years, the Fund may be required to recognize any net built-in gains with respect to
certain of its assets (i.e., the excess of the aggregate gains, including items of income, over
aggregate losses that would have been realized with respect to such assets if the Fund had been
liquidated) if it qualifies as a RIC in a subsequent year.
Excise Tax. A Fund will be subject to a 4% excise tax on certain undistributed income if it does
not distribute to its shareholders in each calendar year at least 98% of its ordinary income for the
calendar year plus at least 98.2% of its capital gain net income for the 12 months ended October
31 of such year. For this purpose, however, any ordinary income or capital gain net income
retained by a Fund that is subject to corporate income tax will be considered to have been
distributed by year-end. In addition, the minimum amounts that must be distributed in any year
to avoid the excise tax will be increased or decreased to reflect any underdistribution or
overdistribution, as the case may be, from the previous year. Each Fund intends to declare and
distribute dividends and distributions in the amounts and at the times necessary to avoid the
application of this 4% excise tax.
Taxation of U.S. Shareholders. Dividends and other distributions by a Fund are generally treated
under the Internal Revenue Code as received by the shareholders at the time the dividend or
distribution is made. However, any dividend or distribution declared by a Fund in October,
November or December of any calendar year and payable to shareholders of record on a
specified date in such a month shall be deemed to have been received by each shareholder on
December 31 of such calendar year and to have been paid by a Fund not later than such
December 31, provided such dividend is actually paid by the Fund during January of the
following calendar year.
Each Fund intends to distribute annually to its shareholders substantially all of its investment
company taxable income and any net realized long-term capital gains in excess of net realized
short-term capital losses (including any capital loss carryovers). However, if a Fund retains for
investment an amount equal to all or a portion of its net long-term capital gains in excess of its
net short-term capital losses (including any capital loss carryovers), it will be subject to a
corporate tax (at a flat rate of 21%) on the amount retained. In that event, a Fund will designate
such retained amounts as undistributed capital gains in a notice to its shareholders who (a) will
be required to include in income for U.S. federal income tax purposes, as long-term capital gains,
their proportionate shares of the undistributed amount, (b) will be entitled to credit their
proportionate shares of the 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 their credits exceed their
liabilities, if any, and (c) will be entitled to increase their tax basis, for U.S. federal income tax
purposes, in their Shares by an amount equal to the excess of the amount in clause (a) over the
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amount in clause (b). Organizations or persons not subject to U.S. federal income tax on such
capital gains will be entitled to a refund of their pro rata share of such taxes paid by the Fund
upon filing appropriate returns or claims for refund with the IRS.
Distributions of net realized long-term capital gains, if any, that a Fund reports as capital gains
dividends are taxable as long-term capital gains, whether paid in cash or in Shares and regardless
of how long a shareholder has held Shares of the Fund. All other dividends of a Fund (including
dividends from short-term capital gains) from its current and accumulated earnings and profits
(“regular dividends”) are generally subject to tax as ordinary income, subject to the discussion
of qualified dividend income below. Long-term capital gains are eligible for taxation at a
maximum rate of 15% or 20% for non-corporate shareholders, depending on whether their
income exceeds certain threshold amounts.
If an individual receives a regular dividend qualifying for the long-term capital gains rates and
such dividend constitutes an “extraordinary dividend,” and the individual subsequently
recognizes a loss on the sale or exchange of stock in respect of which the extraordinary dividend
was paid, then the loss will be long-term capital loss to the extent of such extraordinary dividend.
An “extraordinary dividend” on common stock for this purpose is generally a dividend (i) in an
amount greater than or equal to 10% of the taxpayer’s tax basis (or trading value) in a share of
stock, aggregating dividends with ex-dividend dates within an 85-day period, or (ii) in an amount
greater than 20% of the taxpayer’s tax basis (or trading value) in a share of stock, aggregating
dividends with ex-dividend dates within a 365-day period.
Distributions in excess of a Fund’s current and accumulated earnings and profits will, as to each
shareholder, be treated as a tax-free return of capital to the extent of a shareholder’s basis in
Shares of the Fund, and as a capital gain thereafter (if the shareholder holds Shares of the Fund
as capital assets). Distributions in excess of a Fund’s minimum distribution requirements, but not
in excess of the Fund’s earnings and profits, will be taxable to shareholders and will not
constitute nontaxable returns of capital. Shareholders receiving dividends or distributions in the
form of additional shares should be treated for U.S. federal income tax purposes as receiving a
distribution in an amount equal to the amount of money that the shareholders receiving cash
dividends or distributions will receive and should have a cost basis in the Shares received equal
to such amount.
A 3.8% U.S. federal Medicare contribution tax is imposed on net investment income, including,
but not limited to, interest, dividends, and net gain from investments, of U.S. individuals with
income exceeding $200,000 (or $250,000 if married and filing jointly) and of estates and trusts.
Investors considering buying Shares just prior to a dividend or capital gain distribution should be
aware that, although the price of Shares purchased at that time may reflect the amount of the
forthcoming distribution, such dividend or distribution may nevertheless be taxable to them. If a
Fund is the holder of record of any security on the record date for any dividends payable with
respect to such security, such dividends will be included in the Fund’s gross income not as of the
date received but as of the later of (a) the date such security became ex-dividend with respect to
such dividends (i.e., the date on which a buyer of the security would not be entitled to receive the
declared, but unpaid, dividends); or (b) the date the Fund acquired such security. Accordingly, in
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order to satisfy its income distribution requirements, a Fund may be required to pay dividends
based on anticipated earnings, and shareholders may receive dividends in an earlier year than
would otherwise be the case.
In certain situations, a Fund may, for a taxable year, defer all or a portion of its net capital loss
(or if there is no net capital loss, then any net long-term or short-term capital loss) realized after
October and its late-year ordinary loss (defined as the sum of (i) the excess of post-October
foreign currency and PFIC losses over post-October foreign currency and PFIC gains and (ii) the
excess of post-December ordinary losses over post-December ordinary income) until the next
taxable year in computing its investment company taxable income and net capital gain, which
will defer the recognition of such realized losses. Such deferrals and other rules regarding gains
and losses realized after October (or December) may affect the tax character of shareholder
distributions.
Sales of Shares. Upon the sale or exchange of Shares of a Fund, a shareholder will realize a
taxable gain or loss equal to the difference between the amount realized and the shareholder’s
basis in Shares of the Fund. A redemption of Shares by a Fund will be treated as a sale for this
purpose. Such gain or loss will be treated as capital gain or loss if the shares are capital assets in
the shareholder’s hands and will be long-term capital gain or loss if the Shares are held for more
than one year and short-term capital gain or loss if the Shares are held for one year or less. Any
loss realized on a sale or exchange will be disallowed to the extent the shares disposed of are
replaced, including replacement through the reinvesting of dividends or capital gains
distributions, or by an option or contract to acquire substantially identical Shares, within a 61day period beginning 30 days before and ending 30 days after the disposition of the Shares. In
such a case, the basis of the Shares acquired will be increased to reflect the disallowed loss. Any
loss realized by a shareholder on the sale of Fund Shares held by the shareholder for six months
or less will be treated for U.S. federal income tax purposes as a long-term capital loss to the
extent of any distributions or deemed distributions of long-term capital gains received by the
shareholder with respect to such Shares. The Medicare contribution tax described above will
apply to the sale of Fund Shares.
Taxation of Certain Derivatives. A Fund’s transactions in zero coupon securities, non-U.S.
currencies, forward contracts, options and futures contracts (including options and futures
contracts on non-U.S. currencies), to the extent permitted, will be subject to special provisions of
the Internal Revenue Code (including provisions relating to “hedging transactions” and
“straddles”) that, among other consequences, may affect the character of gains and losses
realized by a Fund (i.e., may affect whether gains or losses are ordinary or capital), accelerate
recognition of income to a Fund and defer Fund losses. These rules could therefore affect the
character, amount and timing of distributions to shareholders. These provisions also (a) will
require a Fund to mark-to-market certain types of the positions in its portfolio (i.e., treat them as
if they were closed out at the end of each year) and (b) may cause a Fund to recognize income
without receiving cash with which to pay dividends or make distributions in amounts necessary
to satisfy the distribution requirements for avoiding income and excise taxes. Each Fund will
monitor its transactions, will make the appropriate tax elections and will make the appropriate
entries in its books and records when it acquires any zero coupon security, non-U.S. currency,

-43-

forward contract, option, futures contract or hedged investment in order to mitigate the effect of
these rules and prevent disqualification of a Fund as a RIC.
A Fund’s investments in so-called “Section 1256 contracts,” such as regulated futures contracts,
most non-U.S. currency forward contracts traded in the interbank market and options on most
security indexes, are subject to special tax rules. All Section 1256 contracts held by a Fund at the
end of its taxable year are required to be marked to their market value, and any unrealized gain
or loss on those positions will be included in a Fund’s income as if each position had been sold
for its fair market value at the end of the taxable year. The resulting gain or loss will be
combined with any gain or loss realized by a Fund from positions in Section 1256 contracts
closed during the taxable year. Provided such positions were held as capital assets and were not
part of a “hedging transaction” nor part of a “straddle,” 60% of the resulting net gain or loss will
be treated as long-term capital gain or loss, and 40% of such net gain or loss will be treated as
short-term capital gain or loss, regardless of the period of time the positions were actually held
by a Fund.
As a result of entering into swap contracts, a Fund may make or receive periodic net payments.
A Fund may also make or receive a payment when a swap is terminated prior to maturity through
an assignment of the swap or other closing transaction. Periodic net payments will generally
constitute ordinary income or deductions, while termination of a swap will generally result in
capital gain or loss (which will be a long-term capital gain or loss if a Fund has been a party to
the swap for more than one year). With respect to certain types of swaps, a Fund may be required
to currently recognize income or loss with respect to future payments on such swaps or may elect
under certain circumstances to mark such swaps to market annually for tax purposes as ordinary
income or loss.
Qualified Dividend Income. Distributions by a Fund of investment company taxable income
(including any short-term capital gains), whether received in cash or Shares, will be taxable
either as ordinary income or as qualified dividend income, which is eligible to be taxed at longterm capital gain rates to the extent a Fund receives qualified dividend income on the securities it
holds and a Fund reports the distribution as qualified dividend income. Qualified dividend
income is, in general, dividend income from taxable U.S. corporations (but generally not from
U.S. REITs) and certain non-U.S. corporations (e.g., non-U.S. corporations that are not PFICs
and which are incorporated in a possession of the U.S. or in certain countries with a
comprehensive tax treaty with the U.S., or the stock of which is readily tradable on an
established securities market in the U.S. (where the dividends are paid with respect to such
stock). Substitute payments received by a Fund for securities lent out by a Fund will not be
qualified dividend income.
A dividend from a Fund will not be treated as qualified dividend income to the extent that: (i) the
shareholder has not held the Shares on which the dividend was paid for 61 days during the 121day period that begins on the date that is 60 days before the date on which the Shares become exdividend with respect to such dividend or a Fund fails to satisfy those holding period
requirements with respect to the securities it holds that paid the dividends distributed to the
shareholder (or, in the case of certain preferred stocks, the holding requirement of 91 days during
the 181-day period beginning on the date that is 90 days before the date on which the stock
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becomes ex-dividend with respect to such dividend); (ii) a Fund or the shareholder is under an
obligation (whether pursuant to a short sale or otherwise) to make related payments with respect
to substantially similar or related property; or (iii) the shareholder elects to treat such dividend as
investment income under Section 163(d)(4)(B) of the Internal Revenue Code. Dividends
received by a Fund from a REIT or another RIC may be treated as qualified dividend income
only to the extent the dividend distributions are attributable to qualified dividend income
received by such REIT or other RIC. It is expected that dividends received by a Fund from a
REIT and distributed to a shareholder generally will be taxable to the shareholder as ordinary
income. However, for tax years beginning after December 31, 2017 and before January 1, 2026,
a non-corporate taxpayer who is a direct REIT shareholder may claim a 20% “qualified business
income” deduction for ordinary REIT dividends, and proposed regulations issued in January
2019, on which taxpayers may currently rely, permit a RIC to report dividends as eligible for this
deduction to the extent the RIC’s income is derived from ordinary REIT dividends (reduced by
allocable RIC expenses). A shareholder may treat the dividends as such provided the RIC and the
shareholder satisfy applicable holding period requirements. Distributions by a Fund of its net
short-term capital gains will be taxable as ordinary income.
Corporate Dividends Received Deduction. Dividends paid by a Fund that are attributable to
dividends received by the Fund from U.S. corporations may qualify for the U.S. federal
dividends received deduction for corporations. A 46-day minimum holding period during the 90day period that begins 45 days prior to ex-dividend date (or 91-day minimum holding period
during the 180 period beginning 90 days prior to ex-dividend date for certain preference
dividends) during which risk of loss may not be diminished is required for the applicable shares,
at both the Fund and shareholder level, for a dividend to be eligible for the dividends received
deduction. Restrictions may apply if indebtedness, including a short sale, is attributable to the
investment.
Non-U.S. Investments. Under Section 988 of the Internal Revenue Code, gains or losses
attributable to fluctuations in exchange rates between the time a Fund accrues income or
receivables or expenses or other liabilities denominated in a non-U.S. currency and the time a
Fund actually collects such income or pays such liabilities are generally treated as ordinary
income or ordinary loss. In general, gains (and losses) realized on debt instruments will be
treated as Section 988 gain (or loss) to the extent attributable to changes in exchange rates
between the U.S. dollar and the currencies in which the instruments are denominated. Similarly,
gains or losses on non-U.S. currency, non-U.S. currency forward contracts and certain non-U.S.
currency options or futures contracts denominated in non-U.S. currency, to the extent attributable
to fluctuations in exchange rates between the acquisition and disposition dates, are also treated as
ordinary income or loss unless a Fund was to elect otherwise.
Each Fund may be subject to non-U.S. income taxes withheld at the source. Each Fund, if
permitted to do so, may elect to “pass through” to its investors the amount of non-U.S. income
taxes paid by a Fund provided that the Fund held the security on the dividend settlement date and
for at least 15 additional days immediately before and/or thereafter, with the result that each
investor with respect to Shares of the Fund held for a minimum 16-day holding period at the time
of deemed distribution will (i) include in gross income, even though not actually received, the
investor’s pro rata share of a Fund’s non-U.S. income taxes, and (ii) either deduct (in calculating
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U.S. taxable income, but only for investors who itemize their deductions on their personal tax
returns) or credit (in calculating U.S. federal income tax) the investor’s pro rata share of the
Fund’s non-U.S. income taxes. Withholding taxes on dividends on non-U.S. securities while
such securities are lent out by a Fund are not eligible for non-U.S. tax credit pass through. Taxes
not “passed through” for tax purposes will not be available to shareholders for foreign tax credit
purposes. A non-U.S. person invested in a Fund in a year that the Fund elects to “pass through”
its non-U.S. taxes may be treated as receiving additional dividend income subject to U.S.
withholding tax. A non-U.S. tax credit may not exceed the investor’s U.S. federal income tax
otherwise payable with respect to the investor’s non-U.S. source income. For this purpose,
shareholders must treat as non-U.S. source gross income (i) their proportionate shares of nonU.S. taxes paid by a Fund and (ii) the portion of any dividend paid by the Fund that represents
income derived from non-U.S. sources; a Fund’s gain from the sale of securities will generally
be treated as U.S.-source income. Certain limitations will be imposed to the extent to which the
non-U.S. tax credit may be claimed. If your Fund Shares are loaned pursuant to securities
lending arrangements, you may lose the ability to use any non-U.S. tax credits passed through by
a Fund or to treat Fund dividends (paid while the Shares are held by the borrower) as qualified
dividends. Regarding a short sale with respect to Shares of a Fund, substitute payments made to
the lender of such Shares may not be deductible under certain circumstances. Consult your
financial intermediary or tax advisor.
Passive Foreign Investment Companies. If a Fund purchases shares in PFICs, it may be subject
to U.S. federal income tax on a portion of any “excess distribution” or gain from the disposition
of such shares even if such income is distributed as a taxable dividend by the Fund to its
shareholders. Additional charges in the nature of interest may be imposed on a Fund in respect of
deferred taxes arising from such distributions or gains.
If a Fund were to invest in a PFIC and elect to treat the PFIC as a “qualified electing fund” under
the Internal Revenue Code, in lieu of the foregoing requirements, a Fund might be required to
include in income each year a portion of the ordinary earnings and net capital gains of the
qualified electing fund, even if not distributed to a Fund, and such amounts would be subject to
the 90% and excise tax distribution requirements described above. In order to make this election,
a Fund would be required to obtain certain annual information from the PFICs in which it
invests, which may be difficult or impossible to obtain. Currently proposed IRS regulations, if
adopted, would treat such included amounts as nonqualifying RIC income to a Fund unless such
amounts were also distributed to the Fund.
Alternatively, a Fund may make a mark-to-market election that would result in a Fund being
treated as if it had sold and repurchased its PFIC stock at the end of each year. In such case, a
Fund would report any such gains as ordinary income and would deduct any such losses as
ordinary losses to the extent of previously recognized gains. The election must be made
separately for each PFIC owned by a Fund and, once made, would be effective for all subsequent
taxable years, unless revoked with the consent of the IRS. By making the election, a Fund could
potentially ameliorate the adverse tax consequences with respect to its ownership of shares in a
PFIC, but in any particular year may be required to recognize income in excess of the
distributions it receives from PFICs and its proceeds from dispositions of PFIC stock. A Fund
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may have to distribute this “phantom” income and gain to satisfy the 90% distribution
requirement and to avoid imposition of the 4% excise tax.
A Fund will make the appropriate tax elections, if possible, and take any additional steps that are
necessary to mitigate the effects of these rules.
Other Taxes. Dividends, distributions and redemption proceeds may also be subject to additional
state, local and non-U.S. taxes depending on each shareholder’s particular situation.
Taxation of Non-U.S. Shareholders. Dividends paid by a Fund to non-U.S. shareholders are
generally subject to withholding tax at a 30% rate or a reduced rate specified by an applicable
income tax treaty to the extent derived from investment income and short-term capital gains.
Dividends paid by a Fund from net tax-exempt income or long-term capital gains are generally
not subject to such withholding tax. In order to obtain a reduced rate of withholding, a non-U.S.
shareholder will be required to provide an IRS Form W-8BEN or IRS Form W-8BEN-E
certifying its entitlement to benefits under a treaty. The withholding tax does not apply to regular
dividends paid to a non-U.S. shareholder who provides an IRS Form W-8ECI, certifying that the
dividends are effectively connected with the non-U.S. shareholder’s conduct of a trade or
business within the U.S. Instead, the effectively connected dividends will be subject to regular
U.S. income tax as if the non-U.S. shareholder were a U.S. shareholder. A non-U.S. corporation
receiving effectively connected dividends may also be subject to additional “branch profits tax”
imposed at a rate of 30% (or lower treaty rate). A non-U.S. shareholder who fails to provide an
IRS Form W-8BEN, IRS Form W-8BEN-E or other applicable form may be subject to backup
withholding at the appropriate rate.
Properly-reported dividends are generally exempt from U.S. federal withholding tax where they
(i) are paid in respect of a Fund’s “qualified net interest income” (generally, the Fund’s U.S.
source interest income, other than certain contingent interest and interest from obligations of a
corporation or partnership in which the Fund is at least a 10% shareholder or partner, reduced by
expenses that are allocable to such income) or (ii) are paid in respect of a Fund’s “qualified
short-term capital gains” (generally, the excess of the Fund’s net short-term capital gain over the
Fund’s long-term capital loss for such taxable year). However, depending on its circumstances, a
Fund may report all, some or none of its potentially eligible dividends as such qualified net
interest income or as qualified short-term capital gains and/or treat such dividends, in whole or in
part, as ineligible for this exemption from withholding. In order to qualify for this exemption
from withholding, a non-U.S. shareholder will need to comply with applicable certification
requirements relating to its non-U.S. status (including, in general, furnishing an IRS Form W8BEN, IRS Form W-8BEN-E or substitute Form). In the case of Shares held through an
intermediary, the intermediary may withhold even if a Fund reports the payment as qualified net
interest income or qualified short-term capital gain. Non-U.S. shareholders should contact their
intermediaries with respect to the application of these rules to their accounts.
Distributions to certain foreign shareholders by a Fund at least 50% of the assets of which are
“U.S. real property interests” (as defined in the Internal Revenue Code and Treasury regulations)
at any time during the five-year period ending on the date of the distributions, to the extent the
distributions are attributable to gains from sales or exchanges of U.S. real property interests
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(including shares in certain “U.S. real property holding corporations” such as certain REITs,
although exceptions may apply if any class of stock of such a corporation is regularly traded on
an established securities market and a Fund has held no more than 5% of such class of stock at
any time during the five-year period ending on the date of the distributions), generally must be
treated by such foreign shareholders as income effectively connected to a trade or business
within the U.S., which is generally subject to tax at the graduated rates applicable to U.S.
shareholders, except for distributions to foreign shareholders that held no more than 5% of any
class of stock of the Fund at any time during the previous one-year period ending on the date of
the distributions. Such distributions may be subject to U.S. withholding tax and may require a
foreign shareholder to file a U.S. federal income tax return. In addition, sales or redemptions of
shares held by certain foreign shareholders in such a Fund generally will be subject to U.S.
withholding tax and generally will require the foreign shareholder to file a U.S. federal income
tax return, although exceptions may apply if more than 50% of the value of a Fund’s Shares are
held by U.S. shareholders or the foreign shareholder selling or redeeming the Shares has held no
more than 5% of any class of stock of the Fund at any time during the five-year period ending on
the date of the sale or redemption.
Provided that more than 50% of the value of a Fund’s stock is held by U.S. shareholders,
redemptions and other distributions made in the form of U.S. real property interests (including
shares in certain “U.S. real property holding corporations”, although exceptions may apply if any
class of stock of such a corporation is regularly traded on an established securities market and the
Fund has held no more than 5% of such class of stock at any time during the five-year period
ending on the date of the distribution) generally will cause a Fund to recognize a portion of any
unrecognized gain in the U.S. real property interests equal to the product of (i) the excess of fair
market value of such U.S. real property interests over the Fund’s adjusted bases in such interests
and (ii) the greatest foreign ownership percentage of the Fund during the five-year period ending
on the date of distribution.
The rules laid out in the previous two paragraphs, other than the withholding rules, will apply
notwithstanding a Fund’s participation in a wash sale transaction or its payment of a substitute
dividend.
Shareholders that are nonresident aliens or foreign entities are urged to consult their own tax
advisors concerning the particular tax consequences to them of an investment in a Fund.
Separately, a 30% withholding tax is currently imposed on U.S.-source dividends, interest and
other income items paid to: (i) foreign financial institutions, including non-U.S. investment
funds, unless they agree to collect and disclose to the IRS information regarding their direct and
indirect U.S. account holders; and (ii) certain other foreign entities, unless they certify certain
information regarding their direct and indirect U.S. owners. To avoid withholding, foreign
financial institutions will need to: (i) enter into agreements with the IRS that state that they will
provide the IRS information, including the names, addresses and taxpayer identification numbers
of direct and indirect U.S. account holders; comply with due diligence procedures with respect to
the identification of U.S. accounts; report to the IRS certain information with respect to U.S.
accounts maintained; agree to withhold tax on certain payments made to non-compliant foreign
financial institutions or to account holders who fail to provide the required information; and
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determine certain other information concerning their account holders, or (ii) in the event an
intergovernmental agreement and implementing legislation are adopted, provide local revenue
authorities with similar account holder information. Other foreign entities may need to report the
name, address, and taxpayer identification number of each substantial U.S. owner or provide
certifications of no substantial U.S. ownership unless certain exceptions apply. Shares of a Fund
held by a non-U.S. shareholder at death will be considered situated within the U.S. and subject to
the U.S. estate tax.
The foregoing discussion is a summary of certain material U.S. federal income tax
considerations only and is not intended as a substitute for careful tax planning. Purchasers of
shares should consult their own tax advisors as to the tax consequences of investing in such
shares, including consequences under state, local and non-U.S. tax laws. Finally, the foregoing
discussion is based on applicable provisions of the Internal Revenue Code, regulations, judicial
authority and administrative interpretations in effect on the date of this SAI. Changes in
applicable authority could materially affect the conclusions discussed above, and such changes
often occur.
Capital Loss Carryforwards. At October 31, 2019, for federal income tax purposes, each Fund
had capital loss carryforwards available to offset future capital gains for an unlimited period as
indicated in the table below.

Fund
Innovator MSCI EAFE Power Buffer ETF – July
Innovator MSCI Emerging Markets Power Buffer ETF – July
Innovator Nasdaq-100 Power Buffer ETF – October
Innovator Russell 2000 Power Buffer ETF – October

Indefinite

Indefinite

Short-Term
$-$-$-$--

Long-Term
$-$-$-$--

PERFORMANCE INFORMATION
To obtain a Fund’s most current performance information, please call (800) 208-5212 or visit the
Funds’ website at www.innovatoretfs.com. From time to time, a Fund’s performance
information, such as yield or total return, may be quoted in advertisements or in communications
to present or prospective shareholders. Performance quotations represent a Fund’s past
performance and should not be considered as representative of future results. Each Fund will
calculate its performance in accordance with the requirements of the rules and regulations under
the 1940 Act, as they may be revised from time to time.
FINANCIAL STATEMENTS
The audited financial statements for each Fund’s most recent fiscal year appear in the Funds’
Annual Report to Shareholders dated October 31, 2019. The financial statements from the
Annual Report and notes thereto are incorporated herein by reference. The Annual Report is
available without charge by calling (800) 208-5212 or by visiting the SEC’s website at
http://www.sec.gov.
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CONTROL PERSONS AND PRINCIPAL HOLDERS OF SHARES
A principal shareholder is any person who owns (either of record or beneficially) 5% or more of
the outstanding shares of a Fund. A control person is one who owns, either directly or indirectly,
more than 25% of the voting securities of a company or acknowledges the existence of control.
The table set forth below shows the percentage ownership of each person or “group” (as that
term is used in Section 13(d) of the Securities Exchange Act of 1934, as amended (the “1934
Act”)) who, as of January 31, 2020, owned of record, or is known by the Trust to have owned of
record or beneficially, 5% or more of the Shares of a Fund.
Innovator MSCI EAFE Power Buffer ETF – July
Shareholders Name and Address
Charles Schwab & Co Inc.
211 Main Street
San Francisco, California 94105-1905
TD Ameritrade
200 South 108th Avenue
Omaha, Nebraska 68103
National Financial Services LLC
499 Washington Boulevard
Jersey City, New Jersey 07310-1995
Wells Fargo Clearing Services LLC
2801 Market Street
St. Louis, Missouri 63103-2523

Percentage
39.95%

31.38%

12.02%

10.10%

Innovator MSCI Emerging Markets Power Buffer ETF – July
Shareholders Name and Address
Charles Schwab & Co Inc.
211 Main Street
San Francisco, California 94105-1905
TD Ameritrade
200 South 108th Avenue
Omaha, Nebraska 68103
National Financial Services LLC
499 Washington Boulevard
Jersey City, New Jersey 07310-1995
Wells Fargo Clearing Services LLC
2801 Market Street
St. Louis, Missouri 63103-2523

Percentage
44.55%

25.70%

13.82%

8.21%

Innovator Nasdaq-100 Power Buffer ETF – October
Shareholders Name and Address
Charles Schwab & Co Inc.
211 Main Street
San Francisco, California 94105-1905
National Financial Services LLC
499 Washington Boulevard
Jersey City, New Jersey 07310-1995
TD Ameritrade
200 South 108th Avenue
Omaha, Nebraska 68103
Pershing LLC
1 Pershing Plaza
Jersey City, New Jersey 07399-0002

Percentage
55.13%

13.85%

11.98%

8.58%

Innovator Russell 2000 Power Buffer ETF – October
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Shareholders Name and Address
TD Ameritrade
200 South 108th Avenue
Omaha, Nebraska 68103
Charles Schwab & Co Inc.
211 Main Street
San Francisco, California 94105-1905
National Financial Services LLC
499 Washington Boulevard
Jersey City, New Jersey 07310-1995
Janney Montgomery Scott LLC
1717 Arch Street, 17th Floor
Philadelphia, Pennsylvania 19103

Percentage
39.04%

36.16%

9.56%

6.03%

Pershing LLC
1 Pershing Plaza
Jersey City, New Jersey 07399-0002

5.60%
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EXHIBIT A

EGAN-JONES PROXY SERVICES
STANDARD PROXY VOTING
PRINCIPLES AND GUIDELINES
Egan-Jones Proxy Voting Principles
Introduction
Our Proxy Voting Principles serve as the background for our Proxy Voting Guidelines, which, in turn, act as general
guidelines for the specific recommendations that we make with respect to proxy voting. It is important to recognize
that such principles are not intended to dictate but guide. Certain of the principles may be inappropriate for a given
company, or in a given situation. Additionally, the principles are evolving and should be viewed in that light. Our
principles are and will be influenced by current and forthcoming legislation, rules and regulations, and stock
exchange rules. Examples include:
•

the Sarbanes-Oxley Act of 2002 and implementing rules promulgated by the U.S. Securities & Exchange
Commission

•

revised corporate governance listing standards of the New York Stock Exchange and resulting SEC rules

•

corporate governance reforms and subsequent proposed rule filings made with the SEC by The NASDAQ
Stock Market, Inc. and resulting SEC rules

In general:
•

Directors should be accountable to shareholders, and management should be accountable to directors.

•

Information on the Company supplied to shareholders should be transparent.

•

Shareholders should be treated fairly and equitably according to the principle of one share, one vote.

Principles
A.

Director independence
It is our view that:
•

A two-thirds majority of the board should be comprised of independent directors.

•

Independent directors should meet alone at regularly scheduled meetings, no less frequently than
semi-annually, without the Chief Executive Officer or other non-independent directors present.

•

When the Chairman of the Board also serves as the Company’s Chief Executive Officer, the board
should designate one independent director to act as a leader to coordinate the activities of the other
independent directors.

•

Committees of the board dealing with the following responsibilities should consist only of
independent directors: audit, compensation, nomination of directors, corporate governance, and
compliance.

•

No director should serve as a consultant or service provider to the Company.

•

Director compensation should be a combination of cash and stock in the Company, with stock
constituting a significant component.
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In our opinion, an independent director, by definition, has no material relationship with the Company other than his
or her directorship. This avoids the potential for conflict of interest. Specifically such director:

B.

•

should not have been employed by the Company or an affiliate within the previous five years.

•

should not be the founder of the Company.

•

should not be a director of the Company serving in an ex officio capacity.

•

should not be a member of the Company’s Board of Directors for 10 years or more, however, a
director who is a diverse nominee may be exempted from this rule on the case-by-case basis.

•

should have no services contract regarding such matters as aircraft rental contract, real property
lease or similar contract with the Company or affiliate, or with a member of the Company’s senior
management or provide legal or consulting services to the Company within the previous three
years.

•

should not be employed by a public company at which an executive officer of the Company serves
as a director, and thereby be part of an interlocking relationship.

•

should not be a member of the immediate family (spouse, parents, children, siblings, mothers and
fathers-in-law, sons and daughters-in-law, brothers and sisters-in-law, and anyone other than
domestic employees who share such person’s home) of any person described above.

•

a director who receives, or whose immediate family member receives, more than $120,000 per
year in direct compensation (base salary plus cash bonus) from the Company, other than director
and committee fees and pension or other forms of deferred compensation for prior service
(provided such compensation is not contingent in any way on continued service), is not
independent until three years after he or she ceases to receive more than $120,000 per year in such
compensation.

•

a director who is an executive officer or an employee, or whose immediate family member is an
executive officer, of another company (other than a utility) or non-profit organization that makes
payments to, or receives payments from, the Company for property or services in an amount
which, in any single fiscal year, exceeds the greater of $1 million, or 2% of the recipient
company’s consolidated gross revenues, is not “independent” until three years after falling below
such threshold. However, the existence of a credit agreement between a bank and the Company
shall not affect the independence of a director who is an executive of that bank within the previous
three years.

Board operating procedures
•

The board should adopt a written statement of its governance principles, and regularly re-evaluate
them.

•

Independent directors should establish performance criteria and compensation incentives for the
Chief Executive Officer, and regularly review his or her performance against such criteria. Such
criteria should align the interests of the CEO with those of shareholders, and evaluate the CEO
against peer groups.

•

The independent directors should be provided access to professional advisers of their own choice,
independent of management.

•

The board should have a CEO succession plan, and receive periodic reports from management on
the development of other members of senior management.

•

Directors should have access to senior management through a designated liaison person.

•

The board should periodically review its own size, and determine the appropriate size.
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C.

Requirements for individual directors

We recommend that:

D.

•

The board should provide guidelines for directors serving on several Boards addressing competing
commitments.

•

The board should establish performance criteria for itself and for individual directors regarding
director attendance, preparedness, and participation at meetings of the board and of committees of
the board, and directors should perform satisfactorily in accordance with such criteria in order to
be re-nominated.

Shareholder rights
•

A simple majority of shareholders should be able to amend the Company’s bylaws, call special
meetings, or act by written consent.

•

“Greenmail” should be prohibited.

•

Shareholder approval should be required to enact or amend a “poison pill” (i.e., “shareholder
rights”) plan

•

Directors should be elected annually.

•

The board should ordinarily implement a shareholder proposal that is approved by a majority of
proxy votes.

•

Shareholders should have effective access to the director nomination process.
Egan-Jones Proxy Voting Guidelines

Consistent with the above-listed principles, the proxy voting guidelines outlined below are written to guide the
specific recommendations that we make to our clients. Ordinarily, we do not recommend that clients ABSTAIN on
votes; rather, we recommend that they vote FOR or AGAINST proposals (or, in the case of election of directors, that
they vote FOR ALL nominees, AGAINST the nominees, or that they WITHHOLD votes for certain nominees). In
the latter instance, the recommendation on our report takes the form ALL, EXCEPT FOR and lists the nominees
from whom votes should be withheld.
Whether or not the guideline below indicates “case-by-case basis,” every case is examined to ensure that the
recommendation is appropriate.
Board Of Directors
Election of Directors in Uncontested Elections
Case-by-case basis, examining composition of board and key board committees, attendance history, corporate
governance provisions and takeover activity, long-term company financial performance relative to a market index,
directors’ investment in the Company, etc.
WITHHOLD votes from nominees who:
•

are affiliated outside directors and sit on the Audit, Compensation, or Nominating committees.

•

are inside directors and sit on the Audit, Compensation, or Nominating committees.

•

are inside directors and the Company does not have Audit, Compensation, or Nominating
committees.

•

attend less than 75 percent of the board and committee meetings. Participation by phone is
acceptable.

•

ignore a shareholder proposal that is approved by a majority of the shares outstanding.

•

ignore a shareholder proposal that is approved by a majority of the votes cast for two consecutive
years.
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•

fail to act on takeover offers where the majority of the shareholders have tendered their shares.

•

implement or renew a “dead-hand” or modified “dead-hand” poison pill.

•

sit on more than five other public boards.

•

serve as both Chairmen of the Board and CEOs and the Company receives a poor Board Score.

•

serve as CEOs and hold more than one outside public directorship.

•

serve as Chairmen of the Board and hold more than one outside public directorship.

•

sit on the existing board, which has failed to respond adequately to a say-on-pay vote in which the
majority of votes cast voted AGAINST.

•

sit on the existing board, which has implemented a less frequent say-on-pay vote than the
frequency option which received a majority of votes cast in the previous frequency vote.

Underperforming Board Policy
WITHHOLD votes from Compensation Committee members in cases when the Company obtains a questionable
score on the Egan-Jones compensation rating model.
WITHHOLD votes from Compensation Committee members in cases when the Company’s Compensation Plans
(Cash Bonus Plan or Stock Option Plan) receive an “AGAINST” recommendation from Egan-Jones.
Board Accountability
Case-by-case basis for the following:
•

Evidence or belief of failure of the board to properly account and prepare for risk (i.e. carbon or
cyber issues)

•

A low board score, coupled with poor performance

•

Legal or ethical problems in the Company or its management

In cases in which the Company has engaged in the practice commonly referred to as “options backdating,”
Egan-Jones may recommend that votes be withheld from nominees serving on the Company’s compensation
committee, the Company’s entire board of directors, and/or its chief executive officer. Such recommendations will
be made on a case-by-case basis, taking into consideration such matters as intent of the individuals involved, scope
and timing of the practice, significance of financial restatement required, and corrective action taken.
Furthermore, we may recommend withholding votes from either members of the Company’s compensation
committee, its entire board of directors and/or its chief executive officer where the Company has engaged in what
we judge to be other unsatisfactory compensation practices. Considerations may include such factors as
“pay-for-failure” executive severance provisions, change-in-control payments which are either excessive or which
are not tied to loss of job or significant reduction in duties, excessive executive perquisites, unjustified changes in
the performance standards applied to performance-based compensation, and executive compensation out of
proportion to performance of the Company.
FOR responsible shareholder proposals calling for the Company to name as directors only those who receive a
majority of shareholder votes.
Separating Chairman and CEO
FOR shareholder proposals requiring that positions of Chairman and CEO be held separately.
Independent Directors
FOR shareholder proposals asking that a two-thirds majority of directors be independent.
FOR shareholder proposals asking that the board’s Audit, Compensation, and/or Nominating committees be
composed exclusively of independent directors.
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FOR shareholder proposals that the Chairman OR lead director be independent when the Company obtains a
questionable score on the Egan-Jones director independence rating. AGAINST in all other cases.
Stock Ownership Requirements
AGAINST shareholder proposals requiring directors to own a minimum amount of company stock in order to
qualify as a director or to remain on the board.
Term Limits
AGAINST shareholder proposals to limit tenure of outside directors.
Age Limits
AGAINST shareholder proposals to impose a mandatory retirement age for outside directors.
Director and Officer Indemnification and Liability
Case-by-case basis on management proposals regarding director and officer indemnification and liability, using
Delaware law as the standard.
AGAINST management proposals to eliminate entirely directors and officers liability for monetary damages for
violating the duty of care.
AGAINST management indemnification proposals that would expand coverage beyond legal expenses to acts, such
as negligence, that are more serious violations of fiduciary obligation than mere carelessness.
FOR only those management proposals providing such expanded coverage in cases when a director’s or officer’s
legal defense was unsuccessful if (1) the director was found to have acted in good faith and in a manner that he or
she reasonably believed was in the best interests of the company, and (2) only if the director’s legal expenses would
be covered.
Charitable Contributions
AGAINST shareholder proposals regarding disclosure of charitable contributions.
Political Contributions
AGAINST shareholder proposals regarding disclosure of political contributions.
FOR management proposals regarding approval of political contributions.
Lobbying Expenditures
AGAINST shareholder proposals for disclosure of lobbying expenditures.
Proxy Contests and Other Contested Elections
Election of Directors in Contested Elections
Case-by-case basis for voting for directors in contested elections, considering long-term financial performance of the
target company relative to its industry, management’s track record, background to the proxy contest, qualifications
of director nominees on both slates, evaluation of what each side is offering shareholders as well as likelihood that
proposed objectives and goals will be met, and stock ownership positions.
FOR plurality voting standard in contested elections.
Reimbursement of Proxy Solicitation Expenses
Case-by-case basis for shareholder proposals for reimbursement of proxy solicitation expenses. FOR reimbursing
proxy solicitation expenses where EGAN-JONES recommends in favor of the dissidents.
Auditors
Ratifying Auditors
FOR management proposals to ratify appointment of independent auditor unless:
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•

•

Auditor obtains a questionable score on the Egan-Jones Auditor Rating Model which takes into
account a number of factors including but not limited to:
➢

Auditor rotation every seven years

➢

Non-audit fees exceeding 50% of total fees

➢

Significant and material disciplinary actions taken against the Company’s Auditor

Auditor has a financial interest in or association with the Company, and is therefore not
independent; or there is reason to believe that the independent auditor has rendered an opinion
which is neither accurate nor indicative of the Company’s financial position.

Proxy Contest Defenses
Classified Board vs. Annual Election
AGAINST management proposals to classify the board.
FOR shareholder proposals to repeal (“de-stagger”) classified boards and to elect all directors annually.
Removal of Directors
AGAINST management proposals that provide that directors may be removed only for cause.
FOR shareholder proposals to restore shareholder ability to remove directors with or without cause.
CASE-BY-CASE basis for shareholder proposal to remove a director, usually AGAINST unless there are
compelling reasons to remove a director or a director does not fulfill Egan-Jones criteria examining independence,
meetings attendance, other board memberships, then in such cases FOR.
AGAINST management proposals that provide that only continuing directors may elect replacements to fill board
vacancies.
FOR shareholder proposals that permit shareholders to elect directors to fill board vacancies.
Cumulative Voting
FOR management proposals to eliminate cumulative voting.
AGAINST shareholder proposals to provide for cumulative voting.
Calling Special Meetings
AGAINST management proposals to restrict or prohibit shareholder ability to call special meetings.
FOR shareholder proposals to allow a shareholder holding a 25% or greater interest to call a special shareholder
meeting.
Acting by Written Consent
Case by case for management proposals to restrict or prohibit shareholder ability to take action by written consent.
FOR shareholder proposals to allow or make easier shareholder action by written consent.
Altering Size of the Board
FOR management proposals to fix the size of the board.
AGAINST management proposals that give management the ability to alter size of the board without shareholder
approval.
Tender Offer Defenses
“Poison Pills”
FOR shareholder proposals that ask the Company to submit its “poison pill” for shareholder ratification.
Case-by-case basis for shareholder proposals to redeem a company’s existing “poison pill.”
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Case-by-case basis for management proposals to ratify a “poison pill.”
Fair Price Provisions
Case-by-case basis for adopting fair price provisions, considering vote required to approve the proposed acquisition,
vote required to repeal the fair price provision, and mechanism for determining the fair price.
AGAINST fair price provisions with shareholder vote requirements greater than a majority of disinterested shares.
“Greenmail”
FOR proposals to adopt anti-”greenmail” charter or bylaw amendments or otherwise restrict the company’s ability to
make “greenmail” payments.
Case-by-case basis for anti-”greenmail” proposals which are bundled with other charter or bylaw amendments.
“Pale Greenmail”
Case-by-case basis for restructuring plans that involve the payment of pale greenmail.
Unequal Voting Rights
AGAINST dual-class exchange offers and dual-class recapitalizations.
Supermajority Requirement to Amend Charter or Bylaws
AGAINST management proposals to require a supermajority shareholder vote to approve charter and bylaw
amendments.
FOR shareholder proposals to lower supermajority shareholder vote requirements for charter and bylaw
amendments.
Supermajority Requirement to Approve Mergers
AGAINST management proposals to require a supermajority shareholder vote to approve mergers and other
significant business combinations.
FOR shareholder proposals to lower supermajority shareholder vote requirements for mergers and other significant
business combinations.
Placement of Equity with “White Squire”
FOR shareholder proposals to require approval of “blank check preferred stock” issues for other than general
corporate purposes.
Other Governance Proposals
Confidential Voting
FOR shareholder proposals that request that the company adopt confidential voting, use independent tabulators, and
use independent inspectors of election as long as the proposals include clauses for proxy contests as follows: In the
case of a contested election, management should be permitted to request that the dissident group honor its
confidential voting policy. If the dissidents agree, the policy remains in place. If the dissidents do not agree, the
confidential voting policy is waived.
FOR management proposals to adopt confidential voting.
Equal Access
AGAINST shareholder proposals that would allow significant company shareholders equal access to management’s
proxy material in order to evaluate and propose voting recommendations on proxy proposals and director nominees,
and in order to nominate their own candidates to the board.
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Proxy Access
FOR binding shareholder proxy access proposals considering the following criteria:
•
•

•
•
•
•

0.5% ownership threshold
Number of board members that may be elected - cap of 1/3 of board or minimum 2 nominees, if
the board size is being lowered the calculation is based upon the original board size, if it is being
increased the calculation would be based upon the original board size, with each new slot added to
the total, so two plus six if six new board positions are being created
We prefer no limit or caps on the number of shareowners in the nominations group
Loaned securities will count towards total
We prefer that all participants affirm that they intend to be “long term shareholders” of the
company with at least 6 month ownership duration requirement
Proposals with no re-nominations restrictions are preferred

Bundled Proposals
Case-by-case basis for bundled or “conditioned” proxy proposals. Where items are conditioned upon each other,
examine benefits and costs. AGAINST in instances when the joint effect of the conditioned items is not in
shareholders’ best interests. FOR if the combined effect is positive.
Shareholder Advisory Committees
Case-by-case basis for shareholder proposals establishing a shareholder advisory committee.
Capital Structure
Common Stock Authorization
AGAINST management proposals increasing the number of authorized shares of the class of stock that has superior
voting rights in companies that have dual-class capitalization structures.
AGAINST management proposals to increase the number of authorized shares of common stock, or equivalents, that
exceeds the maximum amount indicated by Egan-Jones model without any specified legitimate purpose.
FOR management proposals to increase the number of authorized shares of common stock, or equivalents, that does
not exceed the maximum amount indicated by Egan-Jones model or are targeted for a specified legitimate purpose.
Case-by-case basis on other such management proposals considering the specified purposes of the proposed
increase, any explanation of risks to shareholders of failing to approve the request, potential dilution, and recent
track record for using authorized shares, in which case judgment is applied to weigh such factors. Factors which are
normally weighed in making such judgments include prior performance of the issuer, changes within the industry,
relative performance within the industry, client preferences and overall good corporate governance. In general, we
view the authorization of additional common shares to be ordinary and necessary and in the best long-term interests
of the issuer and its shareholders.
Stock Distributions: Splits and Dividends
FOR management proposals to increase common share authorization for a stock split, provided that the increase in
authorized shares would not result in an excessive number of shares available for issuance, considering the industry
and company’s returns to shareholders.
Reverse Stock Splits
FOR management proposals to implement a reverse stock split when the number of shares will be proportionately
reduced to avoid delisting.
Case-by-case basis on management proposals to implement a reverse stock split that do not proportionately reduce
the number of shares authorized for issuance.
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Preferred Stock
AGAINST management proposals authorizing creation of new classes of “blank check preferred stock” (i.e., classes
with unspecified voting, conversion, dividend distribution, and other rights).
FOR management proposals to authorize preferred stock in cases where the Company specifies the voting, dividend,
conversion, and other rights of such stock and the terms are reasonable.
Case-by-case basis on management proposals to increase the number of “blank check preferred shares” after
analyzing the number of preferred shares available for issuance considering the industry and Company’s returns to
shareholders.
“Blank Check Preferred Stock”
FOR shareholder proposals to have placements of “blank check preferred stock” submitted for shareholder approval,
except when those shares are issued for the purpose of raising capital or making acquisitions in the normal course.
FOR management proposals to create “blank check preferred stock” in cases when the Company specifically states
that the stock will not be used as a takeover defense.
Adjustments to Par Value of Common Stock
FOR management proposals to reduce the par value of common stock.
Preemptive Rights
Case-by-case basis on shareholder proposals that seek preemptive rights, considering size of the company and
shareholder characteristics.
Debt Restructurings
Case-by-case basis on management proposals to increase number of common and/or preferred shares and to issue
shares as part of a debt restructuring plan, considering dilution, any resulting change in control.
FOR management proposals that facilitate debt restructurings except where signs of self- dealing exist.
Share Repurchase Programs
FOR management proposals to institute open-market share repurchase plans in which all shareholders may
participate on equal terms.
Tracking Stock
Case-by-case basis for management proposals for creation of tracking stock, considering the strategic value of the
transaction vs. adverse governance changes, excessive increases in authorized stock, inequitable distribution
method, diminution of voting rights, adverse conversion features, negative impact on stock option plans, and other
alternatives, such as spin-offs.
Stock buybacks
Case-by-case on management proposals requesting stock buybacks.
receives a poor Board or Compensation score. FOR otherwise.

AGAINST in cases when the Company

Compensation of Officers and Directors
Compensation of Officers and Directors
FOR compensation plans that result in an amount of dilution (or the equivalent value in cash) that is less than the
total amount suggested by Egan-Jones compensation rating model’s maximum dilution function as determined by
the Company’s compensation rating.
AGAINST compensation plans that result in an excess amount of dilution (or the equivalent value in cash) that is
more than the total amount suggested by Egan-Jones compensation rating model’s maximum dilution function as
determined by the Company’s compensation rating.
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AGAINST compensation plans involving “pay for failure,” such as excessively long contracts, guaranteed
compensation, excessive severance packages, or other problematic practice not accounted for in the Egan-Jones
compensation rating.
Case-by-case (but generally FOR) plans that are completely “decoupled” from the CEOs compensation and thus
have no impact on the CEO’s current or future total compensation.
Advisory Votes on Executive Compensation (“Say-on-Pay”)
Case-by-case basis on advisory votes on executive compensation (“Say-on-Pay”), based on the score obtained by the
Company in Egan-Jones Compensation Rating. AGAINST a non-binding compensation advisory vote when the
Company obtains a questionable score on the Egan-Jones Compensation Rating model, FOR otherwise.
Relative Compensation is based upon a number of quantitative and qualitative metrics which produce a final score
that is both forward looking and based upon the prior performance metrics of the company’s wealth creation and
market capitalization as compared to the CEO’s total compensation package. Higher wealth creation, market
capitalization and lower CEO compensation all contribute to a higher score in this rating. Additional qualitative
measures such as 162m compliance, executive pension plan status and other relevant factors are then used to
calculate the final score.
Advisory Votes Regarding Frequency of Advisory Votes on Executive Compensation
FOR management proposals that recommend that advisory votes on executive compensation take place annually.
AGAINST management proposals that recommend that advisory votes on executive compensation take place every
two years or triennially.
AGAINST shareholder proposals regarding advisory vote on directors’ compensation.
Management Proposals Seeking Approval to Re-price Options
Case-by-case basis on management proposals seeking approval to re-price options.
Director Compensation
Case-by-case basis on stock-based plans for directors.
Employee Stock Purchase Plans
Case-by-case basis on employee stock purchase plans.
Amendments that Place a Maximum Limit on Annual Grants or Amend Administrative Features
FOR plans that amend shareholder-approved plans to include administrative features or place maximum limit on
annual grants that any participant may receive to comply with the provisions of Section 162(m) of the Omnibus
Budget Reconciliation Act (OBRA).
Amendments to Added Performance-Based Goals
FOR amendments to add performance goals to existing compensation plans to comply with the provisions of
Section 162(m) of OBRA.
Amendments to Increase Shares and Retain Tax Deductions under OBRA
Case-by-case basis on amendments to existing plans to increase shares reserved and to qualify the plan for favorable
tax treatment under the provisions of Section 162(m).
Approval of Cash or Cash & Stock Bonus Plans
Case-by-case basis on cash or cash & stock bonus plans to exempt compensation from taxes under the provisions of
Section 162(m) of OBRA.
Limits on Director and Officer Compensation
FOR shareholder proposals requiring additional disclosure of officer and director compensation.
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Case-by-case basis for all other shareholder proposals seeking limits on officer and director compensation.
“Golden Parachutes” and “Tin Parachutes”
FOR shareholder proposals to have “golden and tin parachutes” submitted for shareholder ratification.
Case-by-case basis on proposals to ratify or cancel “golden or tin parachutes.”
Employee Stock Ownership Plans (ESOPs)
FOR proposals that request shareholder approval in order to implement an ESOP or to increase authorized number
of shares for existing ESOPs, except in cases when the number of shares allocated to the ESOP is “excessive” (i.e.,
greater than five percent of outstanding shares).
401(k) Employee Benefit Plans
FOR proposals to implement a 401(k) savings plan for employees.
State of Incorporation
State Takeover Statutes
Case-by-case basis on proposals to opt in or out of state takeover statutes (including control share acquisition
statutes, control share cash-out statutes, freeze-out provisions, fair price provisions, stakeholder laws, poison pill
endorsements, severance pay and labor contract provisions, anti-“greenmail” provisions, and disgorgement
provisions).
Reincorporation Proposals
Case-by-case basis on proposals to change the Company’s state of incorporation.
Business Combinations and Corporate Restructurings
Mergers and Acquisitions
Case-by-case basis on mergers and acquisitions, considering projected financial and operating benefits, offer price,
prospects of the combined companies, negotiation process, and changes in corporate governance.
Corporate Restructuring
Case-by-case basis on corporate restructurings, including minority squeeze-outs, leveraged buyouts, spin-offs,
liquidations, and asset sales.
Spin-offs
Case-by-case basis on spin-offs, considering tax and regulatory advantages, planned use of proceeds, market focus,
and managerial incentives.
Asset Sales
Case-by-case basis on asset sales, considering impact on the balance sheet and working capital, and value received.
Liquidations
Case-by-case basis on liquidations considering management’s efforts to pursue alternatives, appraisal value, and
compensation for executives managing the liquidation.
Appraisal Rights
FOR providing shareholders with appraisal rights.
Mutual Fund Proxies
Election of Directors
Case-by-case basis for election of directors, considering board structure, director independence, director
qualifications, compensation of directors within the fund and the family of funds, and attendance at board and
committee meetings.
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WITHHOLD votes for directors who:
•

are interested directors and sit on key board committees (Audit or Nominating committees)

•

are interested directors and the company does not have one or more of the following committees:
Audit or Nominating.

•

attend less than 75 percent of the board and committee meetings. Participation by phone is
acceptable.

•

ignore a shareholder proposal that is approved by a majority of shares outstanding.

•

ignore a shareholder proposal that is approved by a majority of the votes cast for two consecutive
years

•

serve as Chairman but are not independent (e.g. serve as an officer of the fund’s advisor)

Converting Closed-end Fund to Open-end Fund
Case-by-case basis for conversion of closed-end fund to open-end fund, considering past performance as a
closed-end fund, market in which the fund invests, measures taken by the board to address the market discount, and
past shareholder activism, board activity, and votes on related proposals.
Proxy Contests
Case-by-case basis on proxy contests, considering past performance, market in which fund invests, and measures
taken by the board to address issues raised, past shareholder activism, board activity, and votes on related proposals.
Investment Advisory Agreements
Case-by-case basis on investment advisory agreements, considering proposed and current fee schedules, fund
category and investment objective, performance benchmarks, share price performance relative to that of peers; and
magnitude of any fee increase.
New Classes or Series of Shares
FOR creating new classes or series of shares.
Preferred Stock Authorization
Case-by-case basis for authorization for or increase in preferred shares, considering financing purpose and potential
dilution for common shares.
1940 Act Policies
Case-by-case basis for 1940 Act policies, considering potential competitiveness, regulatory developments, current
and potential returns, and current and potential risk.
Changing a Fundamental Restriction to a Non-fundamental Restriction
Case-by-case basis on changing fundamental restriction to non-fundamental restriction, considering fund’s target
investments, reasons for change, and projected impact on portfolio.
Changing Fundamental Investment Objective to Non-fundamental
AGAINST proposals to change the fund’s fundamental investment objective to non- fundamental.
Name Rule Proposals
Case-by-case basis for name rule proposals, considering the following factors: political/economic changes in target
market; bundling with quorum requirements or with changes in asset allocation, and consolidation in the fund’s
target market.
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Disposition of Assets, Termination, Liquidation
Case-by-case basis for disposition of assets, termination or liquidation, considering strategies employed, company’s
past performance, and terms of liquidation.
Charter Modification
Case-by-case basis for changes to the charter, considering degree of change, efficiencies that could result, state of
incorporation, and regulatory standards and implications.
Change of Domicile
Case-by-case basis for changes in state of domicile, considering state regulations of each state, required fundamental
policies of each state; and the increased flexibility available.
Change in Sub-classification
Case-by-case basis for change in sub-classification, considering potential competitiveness, current and potential
returns, risk of concentration, and industry consolidation in the target industry.
Authorizing Board to Hire and Terminate Sub-advisors without Shareholder Approval
AGAINST authorizing the board to hire and terminate sub-advisors without shareholder approval.
Distribution Agreements
Case-by-case basis for approving distribution agreements, considering fees charged to comparably sized funds with
similar objectives, proposed distributor’s reputation and past performance, and competitiveness of fund in industry.
Master-Feeder Structure
FOR establishment of a master-feeder structure.
Changes to Charter
Case-by-case basis for changes to the charter, considering degree of change implied by the proposal, resulting
efficiencies, state of incorporation, and regulatory standards and implications.
Mergers
Case-by-case basis for proposed merger, considering resulting fee structure, performance of each fund, and
continuity of management.
Advisory Vote on Merger Related Compensation
AGAINST “golden parachutes” which are abusive,
•
•
•
•
•
•

such as those that exceed 3x of the cash severance or
if the cash severance multiple is greater than 2.99x or
contain tax gross-ups or
provide for accelerated vesting of equity awards, (however, pro-rata vesting of awards based on
past service is acceptable) or
are triggered prior to completion of the transaction or
if the payouts are not contingent on the executive’s termination.

Miscellaneous Shareholder Proposals
Independent Directors
FOR shareholder proposals asking that a three-quarters majority of directors be independent.
FOR shareholder proposals asking that board’s Audit, Compensation, and/or Nominating committees be composed
exclusively of independent directors.
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FOR shareholder proposals that the Chairman OR lead director be independent when the company obtains a
questionable score on the Egan-Jones director independence rating. AGAINST in all other cases.
Establish Director Ownership Requirement
AGAINST proposals establishing a director ownership requirement.
Reimbursement of Shareholder for Expenses Incurred
CASE-BY-CASE for proposals for reimbursing proxy solicitation expenses in contested meetings.
FOR proposals for reimbursing proxy solicitation expenses in contested meetings in cases where EGAN-JONES
recommends in favor of the dissidents.
Terminate the Investment Advisor
CASE-BY-CASE basis for proposals for terminating the investment advisor, considering fund’s performance and
history of shareholder relations.
Tax Payments on Restricted Awards
AGAINST shareholder proposals to adopt a policy that the Company will pay the personal taxes owed on restricted
stock awards on behalf of named executive officers.
Recovery of Unearned Management Bonuses
AGAINST shareholder proposals to adopt an executive compensation recoupment policy.
Clawback Provision Amendment
AGAINST shareholder proposals that request the board of directors amend the Company’s clawback policy for
executive compensation.
Quantifiable Performance Metrics
CASE-BY-CASE on shareholder proposals that request the board adopt the policy regarding quantifiable
performance metrics. FOR this proposal in cases when Egan-Jones compensation rating model results in an
‘Against’ recommendation on ‘Say-on-Pay’ proposal. AGAINST this proposal in cases of when Egan-Jones
compensation rating model results in a ‘For’ recommendation on ‘Say-on-Pay’ proposal.
Vote Tabulation
FOR shareholder proposals that request all matters presented to shareholders, other than the election of directors,
shall be decided by a simple majority of the shares voted ‘For’ and ‘Against’ an item and abstentions from the vote
count be excluded.
Maryland’s Unsolicited Takeover Act
FOR shareholder proposals requesting that the Board opt out of MUTA, which allows the board of directors to make
changes by board resolution only, without shareholder approval, to a company’s capital structure and
charter/bylaws. These include, but are not limited to:
› the ability to re-classify a board;
› the exclusive right to set the number of directors;
› limiting shareholders’ ability to call special meetings to a threshold of at least a majority of shares.
Accelerated Vesting
FOR shareholder proposals to implement double triggered with pro-rata vesting of awards.
Dividends
CASE-BY-CASE basis for shareholder proposals to increase dividends, but generally AGAINST in the absence of a
compelling reason for.
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Shareholder Proposals on Social Issues
Energy and Environment
AGAINST shareholder proposals that request companies to follow the CERES Principles.
Generally AGAINST proposals requesting reports that seek additional information, unless it appears that the
Company has not adequately addressed shareholders’ relevant environmental concerns but FOR shareholder
proposals requesting additional disclosure regarding hydraulic fracturing.
AGAINST proposals that request that the Board prepare, at reasonable expense and omitting proprietary
information, a sustainability report.
AGAINST shareholder proposals that requests that company develop and implement a comprehensive sustainable
palm oil sourcing policy.
AGAINST shareholder proposals promoting recycling.
AGAINST shareholder proposals requesting a report on recyclable packaging.
AGAINST shareholder proposals requesting that a company voluntarily label genetically engineered (GE)
ingredients in its products.
AGAINST shareholder proposals that requests the Company prepare a report, at reasonable expense and omitting
proprietary information, assessing actual and potential material financial risks or operational impacts on the
Company related to these genetically modified organisms (GMO issues).
AGAINST shareholder proposals to eliminate GE ingredients from the company’s products, or proposals asking for
reports outlining the steps necessary to eliminate GE ingredients from the company’s products.
AGAINST shareholder proposals requesting that a company adopt GHG emissions reductions goals and issue a
report by at reasonable cost and omitting proprietary information, on its plans to achieve these goals.
AGAINST shareholder proposals to encourage energy conservation and the development of alternate renewable and
clean energy resources and to reduce or eliminate toxic wastes and greenhouse gas emissions.
AGAINST shareholder proposals on proper disposal of pharmaceuticals.
AGAINST shareholder proposals requesting a report on electronic waste.
CASE-BY-CASE on shareholder proposals requesting a report on renewable energy adoption. FOR in cases when
the Company receives a poor Board score, AGAINST otherwise.
CASE-BY-CASE on shareholder proposals requesting a report on distributed - scale clean electricity. FOR in cases
when the Company receives a poor Board score, AGAINST otherwise.
FOR shareholder proposals requesting a report on climate change and business model.
AGAINST shareholder proposals requesting a report on nanomaterials.
FOR shareholder proposals requesting a report on antibiotics in livestock.
Northern Ireland
AGAINST proposals related to the MacBride Principles.
AGAINST proposals requesting reports that seek additional information about progress being made toward
eliminating employment discrimination, unless it appears Company has not adequately addressed shareholder
relevant concerns.
Military Business
AGAINST proposals on defense issues.
AGAINST proposals requesting reports that seek additional information on military related operations, unless the
Company has been unresponsive to shareholder relevant requests.
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Maquiladora Standards and International Operations Policies
AGAINST on proposals relating to the Maquiladora Standards and international operating policies.
AGAINST proposals requesting reports on international operating policy issues, unless it appears the Company has
not adequately addressed shareholder relevant concerns.
World Debt Crisis
AGAINST proposals dealing with Third World debt.
AGAINST proposals requesting reports on Third World debt issues, unless it appears the Company has not
adequately addressed shareholder relevant concerns.
Equal Employment Opportunity and Discrimination
AGAINST on proposals regarding equal employment opportunities and discrimination.
AGAINST proposals requesting reports that seek additional information about affirmative action efforts, unless it
appears the Company has been unresponsive to shareholder relevant requests.
Holy Land Principles
AGAINST shareholder proposals to approve the implementation of the Holy Land Principles.
Animal Rights
AGAINST proposals that deal with animal rights.
Product Integrity and Marketing
AGAINST proposals on ceasing production of socially questionable products.
AGAINST proposals requesting reports that seek additional information regarding product integrity and marketing
issues, unless it appears the Company has been unresponsive to shareholder relevant requests.
Human Resources Issues
AGAINST proposals regarding human resources issues.
AGAINST proposals requesting reports that seek additional information regarding human resources issues, unless it
appears the Company has been unresponsive to shareholder relevant requests.
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