STATEMENT OF ADDITIONAL INFORMATION
December 31, 2019
ALPHACENTRIC PRIME MERIDIAN INCOME FUND
Principal Executive Offices
36 North New York Avenue
Huntington, NY 11743
This Statement of Additional Information (“SAI”) is not a prospectus. This SAI should be read in conjunction with
the prospectus of AlphaCentric Prime Meridian Income Fund, dated December 31, 2019 (the “Prospectus”), as it may
be supplemented from time to time. The Prospectus is hereby incorporated by reference into this SAI (legally made a
part of this SAI). Capitalized terms used but not defined in this SAI have the meanings given to them in the Prospectus.
This SAI does not include all information that a prospective investor should consider before purchasing the Fund’s
securities.
You should obtain and read the Prospectus and any related Prospectus supplement prior to purchasing any of the
Fund’s securities. A copy of the Prospectus may be obtained without charge by calling the Fund toll-free at 1-888910-0412 or by visiting the Fund’s website at www.AlphaCentricFunds.com. Information on the website is not
incorporated herein by reference. The registration statement of which the Prospectus is a part and other Fund filings
are available to the public on the SEC’s Internet web site at www.sec.gov. Copies of these filings may be obtained,
after paying a duplicating fee, by electronic request at the following E-mail address: publicinfo@sec.gov.

1

TABLE OF CONTENTS
GENERAL INFORMATION AND HISTORY ............................................................................................................ 2
INVESTMENT OBJECTIVE AND POLICIES ........................................................................................................... 2
DISCLOSURE OF PORTFOLIO HOLDINGS .......................................................................................................... 22
TRUSTEES AND OFFICERS .................................................................................................................................... 23
CODES OF ETHICS ................................................................................................................................................... 28
PROXY VOTING POLICIES AND PROCEDURES ................................................................................................ 28
CONTROL PERSONS AND PRINCIPAL HOLDERS ............................................................................................. 29
INVESTMENT ADVISORY AND OTHER SERVICES........................................................................................... 29
PORTFOLIO MANAGER .......................................................................................................................................... 30
DISTRIBUTOR ........................................................................................................................................................... 31
ALLOCATION OF BROKERAGE ............................................................................................................................ 31
TAX STATUS ............................................................................................................................................................. 32
OTHER INFORMATION ........................................................................................................................................... 36
FINANCIAL STATEMENTS ..................................................................................................................................... 37
APPENDIX A .......................................................................................................................................................... A-1

GENERAL INFORMATION AND HISTORY
The Fund is a continuously offered, non-diversified, closed-end management investment company that is operated as
an interval fund (the “Fund”). The Fund was organized as a Delaware statutory trust on May 16, 2016. The Fund’s
principal office is located at 36 North New York Avenue, Huntington, NY 11743, and its telephone number is 1-631629-4237. The investment objective and principal investment strategies of the Fund, as well as the principal risks
associated with the Fund’s investment strategies, are set forth in the Prospectus. Certain additional investment
information is set forth below.
INVESTMENT OBJECTIVE AND POLICIES
Investment Objective
The Fund’s investment objective is to seek current income.
Fundamental Policies
The Fund’s stated fundamental policies, which may only be changed by the affirmative vote of a majority of the
outstanding voting securities of the Fund (the shares), are listed below. For the purposes of this SAI, “majority of the
outstanding voting securities of the Fund” means the vote, at an annual or special meeting of shareholders, duly called,
(a) of 67% or more of the shares present at such meeting, if the holders of more than 50% of the outstanding shares
are present or represented by proxy; or (b) of more than 50% of the outstanding shares, whichever is less. The Fund
may not:
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(1) Borrow money, except to the extent permitted by the Investment Company Act of 1940, as amended (the “1940
Act”) or any rules, exemptions or interpretations thereunder that may be adopted, granted or issued by the SEC.
(2) 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.
(3) Purchase securities on margin.
(4) Underwrite securities of other issuers, except insofar as the Fund may be deemed an underwriter under the
Securities Act of 1933, as amended (the “Securities Act”) in connection with the disposition of its portfolio securities.
The Fund may invest in restricted securities (those that must be registered under the Securities Act before they may
be offered or sold to the public).
(5) Invest 25% or more of the market value of its assets in the securities of companies or entities engaged in any one
industry or group of industries; except that, under normal circumstances, the Fund will invest at least 25% of its assets
in the securities of companies in the diversified financials industry. The Fund defines the diversified financials industry
as platform lenders and loans originated by platform lenders. This limitation does not apply to investment in the
securities of the U.S. Government, its agencies or instrumentalities.
(6) Purchase or sell commodities, 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.
(7) Make loans, 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.
(8) 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.
(9) Invest in loans that are of subprime quality at the time of investment.
(10) In addition, the Fund has adopted a fundamental policy that it will make quarterly repurchases offers for no less
than for 5% of the Fund’s shares outstanding at net asset value (“NAV”) less any repurchase fee, unless suspended or
postponed in accordance with regulatory requirements, and each repurchase pricing shall occur no later than the 14th
day after the Repurchase Request Deadline, or the next business day if the 14th is not a business day.
If a restriction on the Fund’s investments is adhered to at the time an investment is made, a subsequent change in the
percentage of Fund assets invested in certain securities or other instruments, or change in average duration of the
Fund’s investment portfolio, resulting from changes in the value of the Fund’s total assets, will not be considered a
violation of the restriction; provided, however, that the asset coverage requirement applicable to borrowings shall be
maintained in the manner contemplated by applicable law.
Principal and Non-Principal Investments
The Prospectus for the Fund discusses the principal investment strategies of the Fund. Below you will find more detail
about the types of investments and investment practices permitted by the Fund including those which are not part of
the Fund’s principal investment strategy.
Marketplace Lending
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The Fund seeks to achieve its investment objective by investing, directly or indirectly, in loans to consumers, smalland mid-sized companies and other borrowers (including loans backed by real estate) originated through online
platforms that provide a marketplace for lending (“Marketplace Loans”).
The Fund’s investments in Marketplace Loans may be made through a combination of: (i) investing in Marketplace
Loans through purchases of whole loans (either individually or in aggregations) originated through a marketplace
lending platform (or an affiliate); (ii) investing in notes or other pass-through obligations issued by a marketplace
lending platform (or an affiliate) representing the right to receive the principal and interest payments on a Marketplace
Loan (or fractional portions thereof) originated through the platform; (iii) purchasing asset-backed securities
representing ownership in a pool of Marketplace Loans; (iv) investing in private investment funds that purchase
Marketplace Loans; (v) acquiring an equity interest in a marketplace lending platform (or an affiliate); (vi) providing
loans, credit lines or other extensions of credit to a marketplace lending platform (or an affiliate); and (vii) other
transactions that provide the Fund with investment exposure to Marketplace Loans (collectively, the “Marketplace
Lending Instruments”).
The Fund may invest without limit in any of the foregoing types of Marketplace Lending Instruments, except that the
Fund will not invest greater than 45% of its assets in the securities of, or loans originated by, any single platform (or
a group of related platforms) and the Fund’s investments in private investment funds will be limited to no more than
15% of the Fund’s assets. The Fund currently anticipates that the Marketplace Loans in which it will invest will be
newly issued and/or current as to interest and principal payments at the time of investment, and that a substantial
portion of its Marketplace Lending Instrument investments will be made through purchases of whole loans. The Fund
will not invest in Marketplace Loans that are of subprime quality at the time of investment. The Fund has no intention
as of the date of this SAI to invest in Marketplace Loans originated from lending platforms based outside the United
States or made to non-U.S. borrowers (collectively, “non-U.S. Marketplace Loans”). The Fund also has no intention
as of the date of this SAI to invest in receivables or merchant cash advances that are originated from lending platforms
(collectively, “Marketplace Receivables”). However, the Fund may in the future invest in such non-U.S. Marketplace
Loans and/or Marketplace Receivables and, prior to such time, will amend the Prospectus and/or SAI (as applicable)
to provide additional information on such investments, including the associated risks.
The following supplements the discussion of marketplace lending and Marketplace Loans contained in the Prospectus
and includes additional considerations and risks associated with the Fund’s investments in Marketplace Loans.
Regulatory Considerations
The following highlights various laws and regulations impacting marketplace lending and its participants. Most of
these laws apply to consumer loans and some also apply to business loans.
Fair Debt Collection Practices Act. The Fair Debt Collection Practices Act (the “FDCPA”), along with similar state
laws, provides guidelines and limitations on the conduct of third-party debt servicers in connection with the collection
of consumer debts. In order to ensure compliance with the FDCPA, platforms may contract with professional thirdparty servicers and debt collection agencies to engage in debt collection activities. As a loan purchaser and assignee,
the FDCPA would not generally be applicable to loans collected in the Fund’s name as owner although some states
have adopted the standards of the FDCPA as applicable to creditors and loan purchasers collecting their own loans
and, under any scenario, vicarious liability for the actions of debt collectors could only be found if the Fund were
directing and controlling the debt collectors, which will not be the case.
The Equal Credit Opportunity Act. This law prohibits discrimination in the extension of all credit (consumer or
business) on the basis of certain protected classes including on the basis of age, race, color, sex, religion, marital status,
national origin, receipt of public assistance or the exercise of any right under the Consumer Credit Protection Act. It
also requires notice of adverse action to be given to applicants who are denied credit.
The Fair Credit Reporting Act. This law regulates the use and reporting of information related to each consumer
applicant’s credit history, including the need for having a permissible purpose to obtain a credit report from a credit
reporting agency, creditor reporting of borrower information, and the investigation and resolution of credit reporting
disputes. This law also proscribes requirements for pre-screened solicitations for credit often used to generate leads
for marketplace lenders and requires notice of adverse action based on credit report information.
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The Gramm-Leach-Bliley Act. The Gramm-Leach-Bliley Act (the “GLBA”) limits the disclosure of non-public
personal information about a consumer to non-affiliated third parties and requires financial institutions to disclose
certain privacy policies and practices with respect to its information sharing with both affiliates and non-affiliated
third parties. A number of states have enacted privacy and data security laws requiring safeguards on the privacy and
security of consumers’ personally identifiable information. Other federal and state statutes deal with obligations to
safeguard and dispose of private information in a manner designed to avoid its dissemination. Privacy rules adopted
by the Federal Trade Commission implement the GLBA and other requirements and govern the disclosure of consumer
financial information by certain financial institutions, ranging from banks to private investment funds. Platforms
employing certain consumer lending models generally have privacy policies that conform to these GLBA and other
requirements. In addition, such platforms have policies and procedures intended to maintain platform participants’
personal information securely and dispose of it properly. The platforms do not sell or rent such information to third
parties for marketing purposes. Through their participation in the platforms, the Fund may obtain non-public personal
information about loan applicants, as defined in GLBA, and intend to conduct themselves in compliance with such
law, as if it were subject to the same limitations on disclosure and obligations of safeguarding and proper disposal of
non-public personal information. In addition, the Fund could be subject to state data security laws, depending on
whether the information obtained is considered non-public personally identifiable information under those state laws.
Any violations of state data security laws by the Fund could subject it to fines, penalties, or other regulatory action on
a state-by-state basis, which, individually or in the aggregate, could have a material adverse effect on the Fund due to
the compliance costs related to any violations as well as costs to ensure compliance with such laws on an on-going
basis. Additionally, any violations of the GLBA by the Fund could subject it to regulatory action by the Federal Trade
Commission, which could require the Fund to, inter alia, implement a comprehensive information security and
reporting program and to be subject to audits on an on-going basis.
OFAC, USA PATRIOT Act and Bank Secrecy Act. Certain participants in marketplace lending, including the platforms
through which the Fund may invest in Marketplace Loans, may be required to comply with various anti-money
laundering and related regulations. The Fund is not able to control or monitor such compliance. Moreover, in the
Fund’s participation with the platforms, it is subject to compliance with OFAC (Office of Foreign Assets Control),
the USA PATRIOT Act and Bank Secrecy Act regulations applicable to all businesses, which, for the Fund, generally
involves cooperation with authorities in investigating any purported improprieties. Any material failure to comply
with OFAC and other similar anti-money laundering restrictions or any investigation relating thereto could result in
fines or penalties. Such fines or penalties could have a material adverse effect on the Fund directly for amounts owed
for fines or penalties or indirectly as a negative consequence of the decreased demand for Marketplace Loans from
the platforms in violation of such requirements resulting from the adverse publicity and other reputation risks
associated with any such fines and penalties assessed against the platforms or other industry participants.
Service Members Civil Relief Act. Federal law provides borrowers in active military service with rights that may delay
or impair a platform’s ability to collect on a Marketplace Loan to such borrower. The Service Members Civil Relief
Act (“SCRA”) requires that the interest rate on pre-existing debts be set at no more than six percent while the qualified
service member or reservist is on active duty. The holder of any such Marketplace Loan may not receive the difference
between six percent and the original stated interest rate under the loan during any such period. This law also permits
courts to stay proceedings and execution of judgments against service members and reservists on active duty, which
may delay recovery on any such Marketplace Loans in default. If there are any amounts under such a Marketplace
Loan still due and owing to a platform (or an affiliate thereof) after the final maturity of the Pass-Through Notes that
correspond to such loan, the platform (or affiliate) may not have any further obligation to make payments on such
Pass-Through Notes, even if the platform (or affiliate) later receives payments after the final maturity of the PassThrough Notes.
Platforms may not take military service into account in assigning loan grades to borrower loan requests. In addition,
as part of the borrower registration process, platforms may not request borrowers to confirm if they are a qualified
service member or reservists within the meaning of the SCRA.
Military Lending Act. This law entitles “covered borrowers” to certain protections when becoming obligated on a
consumer credit transaction, including a limit on the Military Annual Percentage Rate of 36%, certain required
disclosures to be made prior to loan origination including providing a toll free telephone number to be read the
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disclosure and a prohibition on certain practices such as charging prepayment penalties and prohibition on arbitration
agreements with covered borrowers.
Telephone Consumer Protection Act. This law prohibits among other things the use of automated telephone dialing
systems to contact cellphones of consumers without the prior express consent of the called party. Significant litigation
has emerged concerning this law due to its liberal damage provisions. This would apply to platform operators and
their servicers who use telephones to contact borrowers in connection with the servicing and collection of accounts.
Federal Trade Commission Act. Section 5 of this law (as well as analogous state laws) prohibits unfair and deceptive
acts or practices in or affecting commerce. The FTC’s Holder in Due Course Rule allows borrowers in certain
circumstances to assert any claim or defense they have against a seller of goods or services obtained with the proceeds
of a loan against the originator or subsequent purchaser of the loan.
CAN-SPAM Act and Telemarketing Sales Rule. These laws and analogous state laws govern the marketing of credit
and other products and services by use of email or telephone marketing and would affect programs of marketplace
platforms marketing by these means.
Electronic Funds Transfer Act. This law, along with the rules of payment networks and the National Automated
Clearing House Association require separate customer authorization for a loan servicer to use electronic transfers for
customer payments (including pre-authorized debits from the customer’s bank account) and provides certain
disclosure and other requirements relating to electronic transfer of funds to and from consumers’ bank accounts. This
law also allows for transactions conducted electronically to be disputed and for making any necessary corresponding
adjustments to accounts, if necessary.
Electronic Signatures in Global and National Commerce Act. This law, along with analogous state laws including the
Uniform Electronic Transactions Acts, which authorize the creation of legally binding and enforceable agreements
electronically and utilizing electronic records and signatures govern the circumstances in which a person may
electronically be provided disclosures otherwise required to be in writing. Marketplace Lenders must obtain consent
to conduct business electronically from applicants and borrowers.
Bankruptcy Code. This law limits the extent to which creditors may seek to enforce debts against borrowers who have
filed for bankruptcy protection.
In addition, funding banks are subject to banking laws and regulations and the supervision by federal and/or state
banking agencies and such laws and regulators could impose restrictions on the funding bank, including the ability to
continue to originate consumer loans.
Marketplace lenders may not always be in compliance with these laws and borrowers may make counterclaims
regarding the enforceability of their obligations under borrower or consumer protection laws after collection actions
have been commenced or otherwise seek damages under these laws.
Registration with the SEC. Pass-Through Notes are typically offered through private offerings and thus may not be
registered under the Securities Act of 1933, as amended (the “1933 Act”). In addition, platforms are not registered as
investment companies under the 1940 Act. If a platform (or an affiliate thereof) were to fail to comply with a private
offering exemption under the 1933 Act, or if it were to fail to maintain an exemption from registration as an investment
company under the 1940 Act, it (or such affiliate) could become subject to regulatory actions and/or significant civil
liabilities. Although a platform (or its affiliate) may intend to operate in compliance with all applicable securities laws,
these laws are complex and sometimes subject to alternative interpretations and any failure by a platform (or such
affiliate) to comply with applicable securities laws could adversely affect its (or such affiliate’s) ability to make
payments on the Pass-Through Notes.
Trust Indenture Act of 1939. Any Pass-Through Note offering made in reliance on an exemption from registration
pursuant to Section 4(a)(2) of the 1933 Act will not be subject to the Trust Indenture Act of 1939. Consequently,
holders of Pass-Through Notes will not have the protection of an indenture setting forth obligations of the PassThrough Note issuers for the protection of the Pass-Through Note holders or a trustee appointed to represent their
interests.
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State Usury Laws. Some platforms (or their affiliates) may attempt to take advantage of policies in certain states that
allow lenders to make Marketplace Loans at advantageous interest rates by incorporating choice of law provisions
into Marketplace Loan agreements that hold that the agreements are to be governed by the laws of those lenderfriendly states. This is sometimes the case in the origination of business as opposed to consumer loans. In the event
that a borrower or state regulator successfully invalidates such choice-of-law clause, platforms (of their affiliates) may
not be able to collect some or all of the interest and principal due on such Marketplace Loans, such loans may not be
found to be enforceable or the platforms (or their affiliates) could become subject to penalties and damages. Other
platforms may engage in arrangements with funding banks where the platform assists the bank in originating loans
that are funded by the bank. In some cases, the loans are sold to the platforms and the platforms as assignees of the
bank under applicable law and precedent utilize the bank’s rate and fee exportation authority. At least one federal
circuit has cast doubt upon this theory and other litigation challenges the ability of assignees to utilize a bank’s
exportation authority as an assignee of the bank’s loans. Legislation is also pending in Congress that would validate
an assignee’s ability to utilize the rates and fees of the originating lender.
Truth-In-Lending Act. All Marketplace Loans to consumers for personal, family or household purposes are subject to
certain borrower disclosure requirements under this law. Platform operators are also subject to the advertising
requirements stated in this law. Some Marketplace Loans may also be subject to certain other provisions of the TruthIn-Lending Act and other applicable laws and rules particularly concerning home equity and student loans. These
provisions impose additional disclosure and other requirements on creditors with respect to certain loans either secured
by the borrower’s principal dwelling including those with high interest rates or high up-front fees and charges where
the loan funds are primarily used for personal, household or consumer purposes or which are private education loans.
In general, home equity loans or other mortgage secured loans that have annual percentage rates over eight percent
greater than the yield on U.S. Treasury securities of comparable maturity and/or fees and points which exceed the
greater of six percent of the total loan amount are subject to additional requirements. Student loans are subject to
special disclosure requirements. These provisions can impose specific statutory liabilities and damages upon creditors
who fail to comply with such provisions. In addition, any assignee of the creditor would generally be subject to all
claims and defenses that the consumer could assert against the creditor, including, without limitation, the right to
rescind the home equity loan and for disclosure violations apparent on the face of the lending documents.
Dodd-Frank Act. In response to the financial crisis that began in 2007 Congress passed the Dodd-Frank Act in July of
2010. As a result of its passage, significant regulation has been enacted or is anticipated in many areas of consumer
financial products and services, including private education loans. Under the Dodd-Frank Act, entities in the consumer
loan sector are subject to regulations developed by the Consumer Financial Protection Bureau (the “CFPB”) and also
subject to the enforcement authority of the CFPB. The CFPB is an independent agency that is housed within the
Federal Reserve Board, but is not subject to Federal Reserve Board jurisdiction or to the congressional appropriations
process. It has substantial power to regulate financial products and services received by consumers from both banks
and non-bank lenders, including rulemaking authority in enumerated areas of federal law traditionally applicable to
consumer lending such as truth-in-lending, fair credit reporting and fair debt collection. In addition, the Dodd-Frank
Act provides for significant enforcement authority, including authorization of the CFPB under Section 1036 of that
law to prosecute unfair, deceptive or abusive acts or practices in connection with any consumer financial product or
service and authorization of state attorneys general to bring lawsuits under federal consumer protection laws with the
consent of the CFPB.
In addition, on December 6, 2013, the CFPB adopted a rule that enables it to supervise certain non-bank student loan
servicers that service more than one million borrower accounts, to ensure that bank and non-bank servicers follow the
same rules in the student loan servicing market. The rule covers servicers of both federal and private student loans.
The Dodd-Frank Act also affects student loan portfolio securitization financing transactions which result in the
issuance of asset-backed securities. Under the Dodd-Frank Act, the SEC and federal banking agencies were directed
to adopt regulations requiring issuers of asset-backed securities or persons who organize and initiate asset-backed
securities transactions to retain a portion of the credit risk of the underlying assets, new disclosure and reporting
requirement for each tranche of asset-backed securities, including new loan-level data, and new disclosure
requirements relating to representations, warranties and enforcement mechanisms available to investors in assetbacked securities.
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Tax Treatment of Pass-Through Notes. There are no statutory provisions, regulations, published rulings or judicial
decisions that address the characterization of Pass-Through Notes or other Marketplace Lending Instruments
substantially similar to Pass-Through Notes for U.S. federal income tax purposes and the proper tax characterization
of Pass-Through Notes for U.S. federal income tax purposes is uncertain. To address this concern, some Pass-Through
Note issuers require investors to agree to treat the Pass-Through Notes as debt of the Pass-Through Note issuer for
federal, state and local income and franchise tax purposes. Further, prospective Pass-Through Note holders should be
aware that a Pass-Through Note issuer may intend to treat (and report) the Pass-Through Notes as debt instruments
that have original issue discount (“OID”) for U.S. federal income tax purposes. As a result, Pass-Through Note holders
will be required to include OID in income as it accrues under a constant yield method, regardless of such note holder’s
regular method of tax accounting, and so may be required to include OID in income in advance of the receipt of cash
attributable to the related Note interest or principal.
Pass-Through Note holders also should be aware that the Internal Revenue Service (“IRS”) and the courts are not
bound by the Pass-Through Note issuer’s characterization of the Pass-Through Notes, and may take a different position
with respect to the Pass-Through Notes’ proper characterization. For example, if the Pass-Through Notes were treated
as equity in the Pass-Through Note issuer, (i) the issuer would be subject to U.S. federal income tax on income,
including interest, accrued on the underlying loans but would not be entitled to deduct interest or OID on the PassThrough Notes, and (ii) payments on the Pass-Through Notes would be treated by the Pass-Through Note holder as
dividends (that may be ineligible for reduced rates of U.S. federal income taxation or the dividends received deduction)
for U.S. federal income tax purposes to the extent of the issuer’s earnings and profits.
Alternatively, the IRS could determine that, in substance, each Pass-Through Note holder owns a proportionate interest
in the underlying loans for U.S. federal income tax purposes, or it could instead seek to treat the Pass-Through Notes
as some other financial instrument or contract (including a derivative financial instrument). Such different
characterizations could significantly reduce the amount available to the Pass-Through Note issuer to pay interest on
the Pass-Through Notes, and could significantly affect the amount, timing, and character of income, gain or loss
recognized in respect of a Pass-Through Note.
Risk of Including Foreign Investors. An issuer of Pass-Through Notes may accept investors who are non-U.S. persons,
in which case interest payments made to such an investor by the issuer could be subject to withholding taxes. In the
event that the issuer fails to properly withhold on such payments, it could remain liable for a non-U.S. person’s
individual tax liabilities. There is a further risk that a non-U.S. person investor could be named on the Department of
the Treasury’s list of “Specially Designated Nationals,” “Blocked Persons,” or “Sanctioned Countries or Individuals,”
which, if undiscovered, could result in an enforcement action against the issuer.
Additional Risk Considerations
Bankruptcy Risk. In the event that a platform (or its affiliate) or its service providers become subject to a bankruptcy,
the Fund’s investments in Pass-Through Notes issued by such platform (or affiliate) may be negatively impacted.
Although many of the platforms (or their affiliates) through which the Fund invests may have been organized and
operated in a manner that is intended to minimize the likelihood that such platforms (or affiliates) will become subject
to a bankruptcy or similar proceeding, if the platforms (or their affiliates) were to become subject to bankruptcy
proceedings, payments on the Pass-Through Notes issued by such platforms (or their affiliates) could be substantially
delayed or reduced, and any interest accrued on those obligations may never be paid.
Platforms (or their affiliates) may have arrangements with servicers who monitor payments by the borrowers of the
Marketplace Loans and take action to enforce the platforms’ (or affiliates’) rights to payment. Arrangements for backup servicing are limited. If a platform’s (or affiliate’s) servicer fails to maintain operations or the agreement between
the platform (or affiliate) and the servicer is rejected or terminated in a bankruptcy of the servicer, the Fund may
experience delays in the distribution of loan proceeds and increased costs in connection with its investments through
such platform (or its affiliate). In some instances, the platform operator and its affiliates may be unable to collect and
process payments from underlying borrowers and thus the Fund may not realize its expected return on investment on
those instruments.
Platforms (or their affiliates) may have arrangements with administrators who manage the daily operations of the
platforms (and/or their affiliates). Among other duties, an administrator may calculate the amounts payable by the
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platform operator or its affiliates on any outstanding Pass-Through Notes and supervise the platform’s (or affiliate’s)
payment of such amounts. If the administrator were to become subject to bankruptcy proceedings and its agreement
with the platform operator or its affiliates were terminated for any reason, the platform (or affiliate) would endeavor
to locate a replacement administrator but there is no assurance that it would be able to do so. Accordingly, any
termination of an administration agreement that occurs in connection with a bankruptcy of the administrator may
impair the platform’s (or affiliate’s) ability to continue to make timely payments on the Pass-Through Notes. This
could also prevent the platform operator or its affiliates from issuing any additional Pass-Through Notes until another
administrator was located.
Chargeback Risk. The Fund may invest in Marketplace Lending Instruments through securities issued by private
investment funds that operate accounts with an independent bank whereby investors, such as the Fund, may deposit
funds for the purchase of such securities and receive the proceeds from borrower payments on the underlying loans.
These accounts may be affected by “borrower chargebacks.” A borrower chargeback is a process by which a borrower
who has made a payment on an underlying loan has its bank cancel the payment or request a refund of that payment.
If a borrower successfully processes a chargeback on a loan payment after proceeds have been distributed to such
accounts, the issuer will deduct the amount of that payment from each account where the proceeds were deposited. To
offset this risk, issuers utilizing this system may refrain from distributing borrower loan proceeds to these accounts
for a period of time after a borrower payment on a loan. In the event that a borrower chargeback is executed after the
proceeds of that payment have been distributed to investor accounts and an account holder has withdrawn those
distributed proceeds, a negative cash balance may result. Amounts that would otherwise be credited to an investor’s
account (including amounts deposited or that are payable on other notes) are subject to set-off against any such
negative cash balance.
Market and Economic Conditions Risk. The ability of borrowers to make payments on Marketplace Loans, as well as
the prepayment experience thereon, may be affected by a variety of social and economic factors. Social factors include
changes in consumer confidence levels and attitudes toward incurring debt and changing attitudes regarding the stigma
of personal bankruptcy. Economic factors include interest rates, unemployment levels, gasoline prices, upward
adjustments in monthly mortgage payments, the rate of inflation and consumer perceptions of economic conditions
generally. Economic conditions may also be impacted by localized weather events and environmental disasters. For
example, following the financial crisis that began in 2007, the United States experienced an extended period of
economic weakness or recession. This period was marked by high unemployment, decreases in home values, increased
mortgage and consumer loan delinquencies and a lack of available consumer credit that has generally resulted in
increased delinquencies, increased volatility in financial markets, general deleveraging of consumer balance sheets,
and defaults and losses on consumer loans. Additionally, unstable real estate values, resets of adjustable rate mortgages
to higher interest rates, political gridlock on United States federal budget matters, the downgrade of the United States
sovereign debt credit rating below “AAA” by S&P Global Ratings, the sovereign debt crisis in the European Union,
general economic malaise in the United States, Europe and Japan, and other factors have impaired consumer
confidence and disposable income in the United States, and may affect delinquencies and defaults on Marketplace
Loans, although the severity or duration of this effect is unknown.
Risk of Platform Failure to Meet Certain Obligations. Platforms might incur indemnification and repurchase
obligations with respect to the Marketplace Loans they originate that exceed their projections, in which case they
might not have sufficient capital to meet such obligations. There can be no assurances that platforms can meet their
repurchase and indemnification obligations and, if they are unable to do so, the Fund may incur losses related to
payments on the affected Marketplace Lending Instruments in which it invests.
Risks Associated With “Balloon” Payments. Some of the Marketplace Loans may be interest-only loans providing for
relatively small monthly payments with a large “balloon” payment of principal due at the end of the term. Borrowers
may be unable to repay such balloon payments out of their own funds and will be compelled to refinance or sell their
property. Fluctuations in real estate values, interest rates and the unavailability of mortgage funds could adversely
affect the ability of borrowers to refinance their loans at maturity or successfully sell the property for enough money
to pay off the corresponding Marketplace Loan.
Servicer Autonomy. A platform (or its affiliate) may have an arrangement with a servicer that authorizes the servicer
to waive or modify any non-material term of a Marketplace Loan or consent to the postponement of strict compliance
with any such term or in any manner grant a non-material indulgence to any borrower. In addition, if a Marketplace
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Loan is in default, or the servicer determines that default is reasonably foreseeable or otherwise determines that such
action is consistent with its servicing obligation, the servicer may be permitted to waive or modify any material term
of a Marketplace Loan, to accept payment of an amount less than the principal balance in final satisfaction of a
Marketplace Loan and to grant any indulgence to a borrower, provided that the servicer has reasonably determined
that such action will not be materially adverse to the interests of the holders of any corresponding Pass-Through Note.
Subprime Borrower Risk. Although the Fund will not invest in Marketplace Loans that are of subprime quality at the
time of investment, loans held by the Fund may, subsequent to their purchase, become of subprime quality. The risks
associated with an investment in Marketplace Loans (as disclosed in the Prospectus and this SAI) are heightened for
such loans that have been made to subprime borrowers, particularly with respect to the risk of default. In addition,
loans to subprime borrowers could be subject to increased regulatory scrutiny.
Additional Considerations with Regard to Real Estate Marketplace Lending Instruments
Construction, Rehabilitation, Home Improvement and Entitlement Loans. Real estate-related loans may include
construction, rehabilitation, home improvement and entitlement loans for various types of properties, including single
family residential, condominiums, multi-family residential, industrial, small commercial, foreclosed (REO),
unimproved land with entitlements and small tract properties. The loan underwriting for construction, rehabilitation
and unimproved land with entitlement loans is typically based upon a determined “as completed” value, i.e., the
projected value of the property after the completion of the construction or rehabilitation of a property. Special builder’s
risk insurance, or “course of construction” insurance, may be required by the platform operator and its affiliates in
these cases. This specialized insurance is intended to insure structures while they are under construction. Materials,
fixtures and appliances that are intended to become an integral part of the structure being built are also insured. The
insurance is provided for loss resulting from accidental direct physical damage to the structure under construction.
The policies generally include broad coverage, but exclude earthquake, flood and damage caused by earth movement.
Some builders’ risk policies limit coverage to physical damage caused by specifically named perils, such as fire and
theft. These perils would be specifically listed in the policy.
Risk of Inadequate Revenues from a Property. The payment schedules with respect to many real estate-related loans
are based on projected revenues generated by the property over the term of the loan. These projections are based on
factors such as expected vacancy rates, expense rates and other projected income and expense figures relating to the
property. The actual revenues generated by a property could fall short of projections due to factors such as lower-thanexpected rental revenues, or greater-than-expected vacancy rates or property management expenses. In such event,
the borrower’s cash flow could be inadequate to repay its loan in full.
Risk of Rising Insurance Costs or Unavailability of Insurance. Real estate properties are typically insured against risk
of fire damage and other property casualties, but are sometimes not covered by severe weather or natural disaster
events such as landslides, earthquakes, or floods. Changes in the conditions affecting the economic environment in
which insurance companies do business could affect the borrower’s ability to continue insuring the property at a
reasonable cost or could result in insurance being unavailable altogether. Moreover, any hazard losses not then covered
by the borrower’s insurance policy would result in the Marketplace Loan related to the affected property becoming
significantly under secured, which could result in a loss to the investors of any corresponding Pass-Through Note.
Environmental Risks. If toxic environmental contamination is discovered to exist on a property underlying a
Marketplace Loan, it might affect the borrower’s ability to repay the Marketplace Loan. To the extent that the platform
operator and/or its affiliates are forced to foreclose and/or operate such a property, potential additional liabilities and
responsibilities include reporting requirements, remediation costs, fines, penalties and damages. Of particular concern
may be those properties that are, or have been, the site of manufacturing, industrial or disposal activity. These
environmental risks may give rise to a diminution in value of the security property or liability for clean-up costs or
other remedial actions. This liability could exceed the value of the real property or the principal balance of the related
loan. For this reason, the platform operator and its affiliates may choose not to foreclose on contaminated property
rather than risk incurring liability for remedial actions.
Under the laws of certain states, an owner’s failure to perform remedial actions required under environmental laws
may give rise to a lien on mortgaged property to ensure the reimbursement of remedial costs. In some states this lien
has priority over the lien of an existing mortgage against the real property. Because the costs of remedial action could
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be substantial, the value of a mortgaged property as collateral for a real estate-related loan could be adversely affected
by the existence of an environmental condition giving rise to a lien.
The state of law is currently unclear as to whether and under what circumstances clean-up costs, or the obligation to
take remedial actions, can be imposed on a secured lender. If a lender does become liable for cleanup costs, it may
bring an action for contribution against the current owners or operators, the owners or operators at the time of on-site
disposal activity or any other party who contributed to the environmental hazard, but these persons or entities may be
bankrupt or otherwise judgment-proof. Furthermore, an action against the borrower may be adversely affected by the
limitations on recourse in the loan documents.
Risk of Inadequate Resources Devoted to the Collection of Marketplace Loans. A substantial amount, if not all, of a
platform operator’s revenues may be derived from origination fees or loan rate “spreads” generated through making
and arranging Marketplace Loans and offering related Pass-Through Notes. As a result, it has an incentive to finance
as many projects as possible to maximize the amount of origination fees it is able to generate. Increased project volume
increases the demands on a platform’s management resources and its ability to devote adequate attention and resources
to the collection of corresponding Marketplace Loans. The ability of a platform and its affiliates to make timely
payments on their Pass-Through Notes may be adversely affected in the event that they take on loan volumes that
exceed their ability to service outstanding Marketplace Loans.
Risk of Declining Property Value. The value of the real property security for a Marketplace Loan will be subject to
the risks generally incident to the ownership of improved and unimproved real estate, including changes in general or
local economic conditions, increases in interest rates for real estate financing, physical damage that is not covered by
insurance, zoning, entitlements, and other risks. Many borrowers expect to use resale proceeds to repay their borrower
loan. A decline in property values could result in a borrower loan amount being greater than the property value, which
could increase the likelihood of borrower default. The maximum permissible loan-to-value ratio of the Fund’s real
estate-related investments is 80% (determined at the time of investment).
Risks of Construction and Rehabilitation Loans. Construction and rehabilitation loans involve a number of particular
risks, involving, among other things, the timeliness of the project’s completion, the integrity of appraisal values,
whether or not the completed property can be sold for the amount anticipated, and the length of the sale process. If
construction work is not completed (due to contractor abandonment, unsatisfactory work performance, or various
other factors) and all the Marketplace Loan funds have already been expended, then, in the event of a default, the
platform operator and its affiliates may have to invest significant additional funds to complete the construction work.
Any such investment would be recuperated by the platform operator and its affiliates prior to any payment on any
corresponding Pass-Through Notes. Default risk also exists where it takes a borrower longer than anticipated either to
construct or then resell the property, or if the borrower does not receive sufficient proceeds from the sale to repay the
corresponding Marketplace Loan in full.
Certain Risks Associated With Foreclosure. Different property types involve different types of risks in terms of
realizing on the collateral in the event that the borrower defaults. These risks include completion costs in the case of
an incomplete project, partial resale for condominiums and tracts and lease-up (finding tenants) for multi-family
residential, small commercial and industrial properties. The platform operator and its affiliates may not be able to sell
a foreclosed commercial property, for example, before expending efforts to find tenants to make the property more
fully leased and more attractive to potential buyers.
Moreover, foreclosure statutes vary widely from state to state. Properties underlying defaulted loans will need to be
foreclosed upon in compliance with the laws of the state where such property is located. Many states require lengthy
processing periods or the obtaining of a court decree before a mortgaged property may be sold or otherwise foreclosed
upon. Further, statutory rights to redemption and the effects of anti-deficiency and other laws may limit the ability for
a platform operator (and its affiliates) to timely recover the value of a loan in the event of borrower default.
Certain Risks Associated With Bankruptcy. If a borrower enters bankruptcy, an automatic stay of all proceedings
against the borrower’s property will be granted. This stay will prevent platforms and their affiliates from foreclosing
on such property unless relief from the stay can be obtained from the bankruptcy court, and there is no guarantee that
any such relief will be obtained. Significant legal fees and costs may be incurred in attempting to obtain relief from a
bankruptcy stay from the bankruptcy court and, even if such relief is ultimately granted, it may take several months
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or more to obtain. In such event, the platform operator and its affiliates will be unable to promptly exercise their
foreclosure remedy and realize any proceeds from a property sale.
In addition, bankruptcy courts have broad powers to permit the sale of any real property free of any lien that a platform
operator or its affiliate may have, to compel the platform operator and its affiliates to accept an amount less than the
balance due under a loan and to permit the borrower to repay the loan over a term which may be substantially longer
than the original term of the loan.
Tax Considerations. The ability of a platform (or its affiliate) to pay principal and interest on a Pass-Through Note
may be affected by its ability, for U.S. federal income tax purposes, to match the timing of income it receives from an
underlying Marketplace Loan that it holds and the timing of deductions that it may be entitled to in respect of payments
made on the Pass-Through Notes that it issues. For example, if the Pass-Through Notes are treated as contingent
payment debt instruments for U.S. federal income tax purposes but the corresponding Marketplace Loans are not,
there could be a potential mismatch in the timing of the Pass-Through Note issuer’s income and deductions for U.S.
federal income tax purposes, and the Pass-Through Note issuer’s resulting tax liabilities could affect its ability to make
payments on the Pass-Through Notes.
Additional Investments and Practices of the Fund
The Fund intends to invest substantially all of its assets in Marketplace Lending Instruments; however, the Fund may
invest up to 20% of its assets in other income-producing securities of any maturity and credit quality, including below
investment grade securities (which are commonly referred to as “junk” bonds). Such income-producing securities in
which the Fund may invest may include, without limitation, corporate debt securities, U.S. government debt securities,
short-term debt securities, asset-backed securities, exchange-traded notes, loans other than Marketplace Loans,
including secured and unsecured senior loans, and cash and cash equivalents. The Fund also may invest up to 20% of
its assets in equity securities, including exchange-traded funds. The following describes these instruments in which
the Fund may, but is not required to, invest, and certain of the risks associated with an investment in such instruments,
and supplements the discussion from the Prospectus. It is possible that certain types of financial instruments or
investment techniques described herein may not be available, permissible, economically feasible or effective for their
intended purposes in all markets. Certain practices, techniques or instruments may not be principal activities of the
Fund but, to the extent employed, could from time to time have a material impact on the Fund’s performance.
Asset-Backed Securities. Asset-backed securities represent direct or indirect participations in, or are secured by and
payable from, pools of assets such as, among other things, motor vehicle installment sales contracts, installment loan
contracts, leases of various types of real and personal property, and receivables from revolving credit (credit card)
agreements or a combination of the foregoing. These assets are securitized through the use of trusts and special purpose
entities. Credit enhancements, such as various forms of cash collateral accounts or letters of credit, may support
payments of principal and interest on asset-backed securities. Although these securities may be supported by letters
of credit or other credit enhancements, payment of interest and principal ultimately depends upon individuals paying
the underlying loans or accounts, which payment may be adversely affected by general downturns in the economy.
Asset-backed securities are subject to prepayment risk. There is risk that recovery on repossessed collateral might be
unavailable or inadequate to support payments on the underlying investments.
Below Investment Grade Securities. The Fund may invest in securities of any credit quality (except subprime),
including securities that are rated below investment grade. Below investment grade securities are rated below “BBB” by S&P Global Ratings, a division of S&P Global Inc., or Fitch Ratings, Inc., below “Baa” by Moody’s Investors
Service, Inc., or comparably rated by another nationally recognized statistical rating organization (“NRSRO”) or, if
unrated, determined by the Advisor or Sub-Advisor to be of comparable credit quality at the time of purchase. Below
investment grade securities are commonly referred to as “junk” or “high yield” securities and are considered
speculative with respect to the issuer’s capacity to pay interest and repay principal. Ratings assigned by an NRSRO
are not absolute standards of credit quality and do not evaluate market risk or the liquidity of securities. Consequently,
securities with the same maturity, duration, coupon and rating may have different yields. Any shortcomings or
inefficiencies in an NRSRO’s processes for determining credit ratings may adversely affect the credit ratings of
securities held by the Fund and, as a result, may adversely affect those securities’ perceived or actual credit risk.

12

Commercial Paper. Commercial paper represents short-term unsecured promissory notes issued in bearer form by
corporations such as banks or bank holding companies and finance companies. The rate of return on commercial paper
may be linked or indexed to the level of exchange rates between the U.S. dollar and a foreign currency or currencies.
Corporate Debt Securities. Corporate debt securities are debt obligations issued by U.S. and foreign corporations and
other business entities to borrow money from investors. Corporate debt securities may be either secured or unsecured.
Collateral used for secured debt includes, but is not limited to, real property, machinery, equipment, accounts
receivable, stocks, bonds, or notes. If a bond is unsecured, it is known as a debenture. Holders of corporate debt
securities, as creditors, have a prior legal claim over common and preferred stockholders as to both income and assets
of the corporation for the principal and interest due them and may have a prior claim over other creditors if liens or
mortgages are involved. Interest on corporate debt securities may be fixed rate, floating rate, adjustable rate, zero
coupon, contingent, deferred, or have payment-in-kind features. Interest on corporate debt securities is typically paid
semi-annually and is fully taxable to the holder of such securities. Corporate debt securities contain elements of both
interest rate risk and credit risk. The market value of a corporate debt security generally may be expected to rise and
fall inversely with interest rates and may also be affected by the credit rating of the corporation, the corporation’s
performance, and perceptions of the corporation in the marketplace. Corporate debt securities usually yield more than
government or agency securities due to the presence of credit risk.
Equity Securities. The Fund may invest in equity securities, including but not limited to common stock, preferred
stock and shares of exchange-traded funds (“ETFs”).
Common stock represents an equity ownership interest in a company, providing voting rights and entitling the holder
to a share of the company’s success through dividends and/or capital appreciation. In the event of liquidation, common
stockholders have rights to a company’s remaining assets after bondholders, other debt holders and preferred
stockholders have been paid in full. Typically, common stockholders are entitled to one vote per share to elect the
company’s board of directors (although the number of votes is not always directly proportional to the number of shares
owned). Common stockholders also receive voting rights regarding other company matters such as mergers and certain
important company policies such as issuing securities to management. Common stock fluctuates in price in response
to many factors, including historical and prospective earnings of the issuer, the value of its assets, general economic
conditions, interest rates, investor perceptions and market liquidity.
Preferred stock represents an equity ownership interest in an issuer, but generally entitles the holder to receive, in
preference to the holders of other stocks such as common stock, dividends and a fixed share of the proceeds resulting
from the liquidation of the issuer. Some preferred stock also entitles their holders to receive additional liquidation
proceeds on the same basis as holders of the issuer’s common stock. Some preferred stock offers a fixed rate of return
with no maturity date. Preferred stock with no maturity may perform similarly to long term bonds, and can be more
volatile than other types of preferred stock with heightened sensitivity to changes in interest rates. Other preferred
stock has a variable dividend, generally determined on a quarterly or other periodic basis. Because preferred stock
represents an equity ownership interest in a company, its value usually will react more strongly than bonds and other
debt instruments to actual or perceived changes in an issuer’s financial condition or prospects or to fluctuations in the
equity markets. Unlike common stock, preferred stock does not usually have voting rights absent the occurrence of
specified events; preferred stock, in some instances, is convertible into common stock. In order to be payable,
dividends on preferred stock must be declared by the issuer’s board of directors. There is, however, no assurance that
dividends will be declared by the boards of directors of issuers of the preferred stocks in which the Fund invests.
ETFs are funds whose shares are traded on securities exchanges and generally seek to approximate the investment
performance of their respective benchmarks by investing in a variety of U.S. and foreign equity, debt, commodities,
money market securities, futures and other instruments. The shares of an ETF may be assembled in a block (typically
50,000 shares) known as a creation unit and redeemed in-kind for a portfolio of the underlying securities (based on
the ETF’s net asset value (“NAV”)) together with a cash payment generally equal to accumulated dividends as of the
date of redemption. Conversely, a creation unit may be purchased from the ETF by depositing a specified portfolio of
the ETF’s underlying securities, as well as a cash payment generally equal to accumulated dividends of the securities
(net of expenses) up to the time of deposit.
Exchange-Traded Notes. The Fund may invest in exchange-traded notes (“ETNs”), which are a type of unsecured,
unsubordinated debt security. ETNs combine certain aspects of bonds and ETFs. Similar to ETFs, ETNs are traded on
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a major exchange (e.g., the New York Stock Exchange (the “NYSE”)) during normal trading hours, although trading
volume can be limited. However, investors can also hold the ETN until maturity. At maturity, the issuer pays to the
investor a cash amount equal to the principal amount, subject to the day’s index factor. ETN returns are based upon
the performance of a market index minus applicable fees. ETNs do not make periodic coupon payments and provide
no principal protection. The value of an ETN may be influenced by time to maturity, level of supply and demand for
the ETN, volatility and lack of liquidity in underlying markets, changes in the applicable interest rates, changes in the
issuer’s credit rating and economic, legal, political or geographic events that affect the referenced index. The value of
the ETN may drop due to a downgrade in the issuer’s credit rating, despite the underlying index remaining unchanged.
Government Debt Securities. The Fund may invest in government debt securities, which are debt securities issued or
guaranteed by the U.S. Government or its agencies or instrumentalities. Obligations issued or guaranteed by the U.S.
Government, its agencies and instrumentalities include bills, notes and bonds issued by the U.S. Treasury, as well as
“stripped” or “zero coupon” U.S. Treasury obligations representing future interest or principal payments on U.S.
Treasury notes or bonds. Stripped securities are sold at a discount to their “face value,” and may exhibit greater price
volatility than interest-bearing securities because investors receive no payment until maturity. Other obligations of
certain agencies and instrumentalities of the U.S. Government are supported only by the credit of the instrumentality.
The U.S. Government may choose not to provide financial support to U.S. Government-sponsored agencies or
instrumentalities if it is not legally obligated to do so, in which case, if the issuer were to default, the Fund might not
be able to recover its investment from the U.S. Government.
Loans. In addition to Marketplace Lending Instruments, the Fund may invest in loans other than Marketplace Loans
that are senior and secured loans as well as unsecured or subordinated loans. In addition, the Fund may invest in
secured and unsecured participations in loans. While the loans purchased by the Fund may be secured by a firstpriority security interest in most tangible and intangible assets of the issuer, they are not required to be and the Fund
will not be subject to any limit on purchasing loans with lower-priority security interests or loans whose security
interests exclude material assets of the issuer.
The Fund may invest in term loans and other types of loans, including those that are attached to a term loan tranche
or otherwise required to be purchased along with the purchase of a term loan tranche. The loans purchased by the
Fund may be negotiated and structured by a syndicate of lenders consisting of commercial banks, investment banks,
thrift institutions, insurance companies, finance companies or other financial institutions, one or more of which will
administer the loan on behalf of all the lenders. The Fund may purchase assignments of these loans, in which case it
will typically become a lender for purposes of the relevant loan agreement with direct contractual rights against the
borrower, including the right to receive payments of principal and interest. However, the Fund may also purchase
participation interests, in which case it will not have any direct relationship with the borrower and will instead rely on
the lender or participant that sold the participation interest for enforcement of rights against the borrower and to receive
and process payments of interest, principal and other amounts due to the Fund.
Additional Risks of Investing in the Fund
Below Investment Grade Securities Risk. The Fund may invest in below investment grade securities, which are
commonly referred to as “junk” or “high yield” securities. These securities are considered to be high-risk investments.
The risks include the following:
These securities are regarded as predominately speculative. There is a greater risk that issuers of lower rated securities
will default than issuers of higher rated securities. Issuers of lower-rated securities generally are less creditworthy and
may be highly indebted, financially distressed or bankrupt. These issuers are more vulnerable to real or perceived
economic changes, political changes or adverse industry developments. In addition, below investment grade securities
are frequently subordinated to the prior payment of senior indebtedness. If an issuer fails to pay principal or interest,
the Fund would experience a decrease in income and a decline in the market value of its investments. The Fund also
may incur additional expenses in seeking recovery from the issuer.
The income and market value of lower-rated securities may fluctuate more than higher-rated securities. Although
certain below investment grade securities may be less sensitive to interest rate changes than investment grade
securities, below investment grade securities generally are more sensitive to short-term corporate, economic and
market developments. During periods of economic uncertainty and change, the market price of the investments in
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lower-rated securities may be volatile. The default rate for high yield bonds tends to be cyclical, with defaults rising
in periods of economic downturn.
It is often more difficult to value lower-rated securities than higher-rated securities. If an issuer’s financial condition
deteriorates, accurate financial and business information may be limited or unavailable. In addition, the lower-rated
investments may be thinly traded and there may be no established secondary market. Because of the lack of market
pricing and current information for investments in lower-rated securities, valuation of such investments is much more
dependent on judgment than is the case with higher-rated securities.
There may be no established secondary or public market for investments in lower-rated securities. Such securities are
frequently traded in markets that may be relatively less liquid than the market for higher-rated securities. In addition,
relatively few institutional purchasers may hold a major portion of an issue of lower-rated securities at times. As a
result, lower-rated securities may be required to be sold at substantial losses or retained indefinitely even where an
issuer’s financial condition is deteriorating.
Credit quality of below investment grade securities can change suddenly and unexpectedly, and even recently-issued
credit ratings may not fully reflect the actual risks posed by a particular below investment grade security. Future
legislation may have a possible negative impact on the market for below investment grade securities.
Common Stock Risk. Common stock risk is the risk that the value of the common stock held by the Fund will fall,
sometimes rapidly and unpredictably, due to general market and economic conditions, perceptions regarding the
industries in which the issuers of common stock held by the Fund participate or factors relating to specific companies
in which the Fund invests. Common stock of an issuer in the Fund’s portfolio may decline in price if the issuer fails
to make anticipated dividend payments because, among other reasons, the issuer of the common stock experiences a
decline in its financial condition. Common stock in which the Fund may invest is structurally subordinated to preferred
stock, bonds and other debt instruments in a company’s capital structure, in terms of priority to corporate income and
liquidation payments, and therefore will be subject to greater dividend risk than preferred stock or debt instruments of
such issuers. In addition, while common stock has historically generated higher average returns than debt securities
over the long term, common stock has also experienced significantly more volatility in those returns. An adverse
event, such as an unfavorable earnings report, may depress the value of common stock of an issuer held by the Fund.
Also, the price of common stock of an issuer is sensitive to general movements in the stock market, changes in
investors’ perceptions of the financial condition of the issuer and the occurrence of political or economic events
affecting issuers. A drop in the stock market may depress the price of most or all of the common stock to which the
Fund has investment exposure. In addition, common stock prices may be sensitive to rising interest rates as the costs
of capital rise and borrowing costs increase.
The Fund may invest in common stock of companies of any market capitalization. Accordingly, the Fund may invest
in common stock of companies having smaller market capitalizations, including mid-cap and small-cap common
stocks. The common stock of these companies often have less liquidity than the common stock of larger companies
and these companies frequently have less management depth, narrower market penetrations, less diverse product lines
and fewer resources than larger companies. Due to these and other factors, common stock of smaller companies may
be more susceptible to market downturns and other events, and their prices may be more volatile than the common
stock of larger companies. Larger, more established companies in which the Fund may invest may be unable to attain
the high growth rates of successful, smaller companies during periods of economic expansion.
Currency Risk. The value of securities denominated or quoted in foreign currencies may be adversely affected by
fluctuations in the relative currency exchange rates and by exchange control regulations. The Fund’s investment
performance may be negatively affected by a devaluation of a currency in which the Fund’s investments are
denominated or quoted. Further, the Fund’s investment performance may be significantly affected, either positively
or negatively, by currency exchange rates because the U.S. dollar value of securities denominated or quoted in another
currency will increase or decrease in response to changes in the value of such currency in relation to the U.S. dollar.
Deflation Risk. Deflation risk is the risk that prices throughout the economy decline over time, which may have an
adverse effect on the market valuation of companies, their assets and revenues. In addition, deflation may have an
adverse effect on the creditworthiness of issuers and may make issuer default more likely, which may result in a
decline in the value of the Fund’s portfolio.
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ETFs Risk. To the extent the Fund invests a portion of its assets in ETFs, those assets will be subject to the risks of
the purchased funds’ portfolio securities, and a Shareholder in the Fund will bear not only his or her proportionate
share of the Fund’s expenses, but also indirectly the expenses of the purchased funds. Shareholders would therefore
be subject to duplicative expenses to the extent the Fund invests in other funds. The Fund’s investments in other funds
also are subject to the ability of the managers of those funds to achieve the funds’ investment objective(s).
Risks associated with investments in ETFs may generally include the risks described in the Prospectus associated with
the Fund’s structure as a closed-end fund, including market risk. Most ETFs are investment companies that aim to
track or replicate a desired index, such as a sector, market or global segment. Most ETFs are passively managed and
their shares are traded on a national exchange. ETFs do not sell individual shares directly to investors and only issue
their shares in large blocks known as “creation units.” The investor purchasing a creation unit may sell the individual
shares on a secondary market. Therefore, the liquidity of ETFs depends on the adequacy of the secondary market.
There can be no assurance that an ETF’s investment objective(s) will be achieved, as ETFs based on an index may
not replicate and maintain exactly the composition and relative weightings of securities in the index. ETFs are subject
to the risks of investing in the underlying securities. ETF shares may trade at a premium or discount to their NAV. As
ETFs trade on an exchange, they are subject to the risks of any exchange-traded instrument, including: (i) an active
trading market for its shares may not develop or be maintained, (ii) trading of its shares may be halted by the exchange,
and (iii) its shares may be delisted from the exchange. Some ETFs are highly leveraged and therefore will expose the
Fund to risks posed by leverage, including the risk that the use of leverage by an ETF can magnify the effect of any
of its losses.
ETNs Risk. The Fund may invest in ETNs, which are notes representing unsecured debt of the issuer. ETNs are
typically linked to the performance of an index plus a specified rate of interest that could be earned on cash collateral.
The value of an ETN may be influenced by time to maturity, level of supply and demand for the ETN, volatility and
lack of liquidity in underlying markets, changes in the applicable interest rates, changes in the issuer’s credit rating
and economic, legal, political or geographic events that affect the referenced index. ETNs typically mature 30 years
from the date of issue. There may be restrictions on the Fund’s right to liquidate its investment in an ETN prior to
maturity (for example, the Fund may only be able to offer its ETN for repurchase by the issuer on a weekly basis),
and there may be limited availability of a secondary market.
Fixed Income Securities Risk. In addition to the risks described elsewhere in this prospectus, such as below investment
grade securities risk, fixed income securities in which the Fund may invest are subject to certain other risks, including
the following. These risks may also pertain to the loans in which the Fund may invest.
Issuer Risk. The value of fixed income securities may decline for a number of reasons which directly relate
to the issuer, such as management performance, leverage and reduced demand for the issuer’s goods and
services, historical and projected earnings, and the value of its assets. Changes in an issuer’s credit rating or
the market’s perception of an issuer’s creditworthiness may also affect the value of the Fund’s investment in
that issuer.
Interest Rate Risk. Interest rate risk is the risk that income securities will decline in value because of changes
in market interest rates. When market interest rates rise, the market value of fixed income securities generally
will fall. These risks may be greater in the current market environment because interest rates are near
historically low levels. Market value generally falls further for fixed rate securities with longer duration.
During periods of rising interest rates, the average life of certain types of securities may be extended because
of slower than expected prepayments. This may lock in a below-market yield, increase the security’s duration
and further reduce the value of the security. Investments in fixed income securities with long-term maturities
may experience significant price declines if long-term interest rates increase. Fluctuations in the value of
portfolio securities will not affect interest income on existing portfolio securities but will be reflected in the
Fund’s NAV. Since the magnitude of these fluctuations will generally be greater at times when the Fund’s
average maturity is longer, under certain market conditions the Fund may, for temporary defensive purposes,
accept lower current income from short-term investments rather than investing in higher yielding long-term
securities.
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Liquidity Risk. Certain fixed income securities may be substantially less liquid than many other securities,
such as common stocks traded on an exchange. Illiquid securities involve the risk that the securities will not
be able to be sold at the time desired by the Fund or at prices approximating the value at which the Fund is
carrying the securities on its books.
Prepayment Risk. During periods of declining interest rates, the issuer of a security may exercise its option
to prepay principal earlier than scheduled, forcing the Fund to reinvest the proceeds from such prepayment
in lower yielding securities, which may result in a decline in the Fund’s income and distributions to
Shareholders. This is known as call or prepayment risk. Certain fixed income securities frequently have call
features that allow the issuer to redeem the security prior to its stated maturity. An issuer may redeem an
obligation if the issuer can refinance the debt at a lower cost due to declining interest rates or an improvement
in the credit standing of the issuer. If the Fund bought a security at a premium, the premium could be lost in
the event of a prepayment.
Reinvestment Risk. Reinvestment risk is the risk that income from the Fund’s portfolio will decline if the
Fund invests the proceeds from matured, traded or called securities at market interest rates that are below the
Fund portfolio’s current earnings rate. A decline in income could affect the Shares’ market price or the overall
return of the Fund.
Inflation Risk. Inflation risk is the risk that the value of assets or income from investments will be worth less
in the future as inflation decreases the value of money. As inflation increases, the real value of the Shares
and distributions can decline.
Loan Risk. The Fund’s investments in loans may create substantial risk. The Fund may invest in senior and secured
loans and in unsecured or subordinated loans. In addition, the Fund may invest in secured and unsecured participations
in loans. These loans will generally be rated below investment grade. In making investments in such loans, which are
made by banks or other financial intermediaries to borrowers, the Advisor or Sub-Advisor will depend primarily upon
the creditworthiness of the borrower for payment of principal and interest which will expose the Fund to the credit
risk of the underlying borrower. If the Fund invests in a loan through a participation, the Fund will also be exposed to
the credit risk of the financial institution selling the participation to the Fund as well as the credit risk of the underlying
borrower. The market for loans may not be liquid and the Fund may have difficulty selling them. Loans have similar
risks to high yield bonds and are speculative, involve greater risks of default, downgrade, or price declines and are
more volatile and tend to be less liquid than investment grade securities. Companies issuing loans may be less
financially strong, more likely to encounter financial difficulties, and more vulnerable to adverse market events and
negative sentiments than companies with higher credit ratings.
Senior loans hold the most senior position in the capital structure of a business entity, are typically secured with
specific collateral and have a claim on the assets and/or stock of the borrower that is senior to that held by subordinated
debt holders and stockholders of the borrower. Senior loans that the Fund may invest in may be rated below investment
grade, and share the same risks of other below investment grade debt instruments. Although the Fund may invest in
senior loans that are secured by specific collateral, there can be no assurance the liquidation of such collateral would
satisfy a borrower’s obligation to the Fund in the event of borrower default or that such collateral could be readily
liquidated under such circumstances. If the terms of a senior loan do not require the borrower to pledge additional
collateral in the event of a decline in the value of the already pledged collateral, the Fund will be exposed to the risk
that the value of the collateral will not at all times equal or exceed the amount of the borrower’s obligations under the
senior loan. In the event of bankruptcy of a borrower, the Fund could also experience delays or limitations with respect
to its ability to realize the benefits of any collateral securing a senior loan. Some senior loans are subject to the risk
that a court, pursuant to fraudulent conveyance or other similar laws, could subordinate the senior loans to presently
existing or future indebtedness of the borrower or take other action detrimental to lenders, including the Fund. Such
court action could under certain circumstances include invalidation of senior loans.
Second lien loans and unsecured loans generally are subject to the same risks associated with investments in senior
loans, as discussed above. Because second lien loans and unsecured loans are lower in priority of payment to senior
loans, they are subject to the additional risk that the cash flow of the borrower and property securing the loan, if any,
may be insufficient to meet scheduled payments after giving effect to the senior secured obligations of the borrower.
This risk is generally higher for unsecured loans, which are not backed by a security interest in any specific collateral.
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Second lien loans and unsecured loans are expected to have greater price volatility than senior loans and may be less
liquid. Second lien loans and unsecured loans of below investment grade quality also share the same risks of other
below investment grade debt instruments.
Preferred Stock Risk. Preferred stocks are unique securities that combine some of the characteristics of both common
stocks and bonds. In addition to the risks described elsewhere in this section, such as those described for common
stock and fixed income securities, including interest rate risk, preferred stocks are subject to certain other risks,
including:
Deferral and Omission Risk. Preferred stocks may include provisions that permit the issuer, at its discretion,
to defer or omit distributions for a stated period without any adverse consequences to the issuer.
Subordination Risk. Preferred stocks are generally subordinated to bonds and other debt instruments in a
company’s capital structure in terms of having priority to corporate income, claims to corporate assets and
liquidation payments, and therefore will be subject to greater credit risk than more senior debt instruments.
Floating Rate and Fixed-to-Floating Rate Securities Risk. The market value of floating rate securities is a
reflection of discounted expected cash flows based on expectations for future interest rate resets. The market
value of such securities may fall in a declining interest rate environment and may also fall in a rising interest
rate environment if there is a lag between the rise in interest rates and the reset. This risk may also be present
with respect to fixed-to-floating rate securities in which the Fund may invest. A secondary risk associated
with declining interest rates is the risk that income earned by the Fund on floating rate and fixed-to-floating
rate securities may decline due to lower coupon payments on floating-rate securities.
Call and Reinvestment Risk. During periods of declining interest rates or certain varying circumstances, an
issuer may be able to exercise an option to redeem its issue at par earlier than scheduled, which is generally
known as call risk. If this occurs, the Fund may be forced to reinvest in lower yielding securities.
Limited Voting Rights Risk. Generally, traditional preferred stock offers no voting rights with respect to the
issuer unless preferred dividends have been in arrears for a specified number of periods, at which time the
preferred stockholders may have the ability to elect a director or directors to the issuer’s board. Generally,
once all the arrearages have been paid, the preferred stockholders no longer have voting rights.
Special Redemption Rights. In certain varying circumstances, an issuer of preferred stock may redeem the
securities prior to their scheduled call or maturity date. As with call provisions, a redemption by the issuer
may negatively impact the return of the security held by the Fund.
Repurchases and Transfers of Shares
Repurchase Offers. The Board has adopted a resolution setting forth the Fund’s fundamental policy that it will conduct
quarterly repurchase offers (the “Repurchase Offer Policy”). The Repurchase Offer Policy sets the interval between
each repurchase offer at one quarter and provides that the Fund shall conduct a repurchase offer each quarter (unless
suspended or postponed in accordance with regulatory requirements). The Repurchase Offer Policy also provides that
the repurchase pricing shall occur not later than the 14th day after the Repurchase Request Deadline or the next
business day if the 14th day is not a business day. The Fund’s Repurchase Offer Policy is fundamental and cannot be
changed without shareholder approval. The Fund may, for the purpose of paying for repurchased shares, be required
to liquidate portfolio holdings earlier than the Advisor would otherwise have liquidated these holdings. Such
liquidations may result in losses, and may increase the Fund’s portfolio turnover.
Repurchase Offer Policy Summary of Terms
1. The Fund will make repurchase offers at periodic intervals pursuant to Rule 23c-3 under the 1940 Act, as
that rule may be amended from time to time. Rule 23c-3 establishes requirements that closed-end funds must follow
when making repurchase offers to their shareholders.
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2. The repurchase offers will be made in March, June, September and December of each year.
3. The Fund must receive repurchase requests submitted by shareholders in response to the Fund’s repurchase
offer within 21 to 42 days of the date the repurchase offer is made (or the preceding business day if the NYSE is closed
on that day), as specified by the Fund (the “Repurchase Request Deadline”).
4. The maximum time between the Repurchase Request Deadline and the next date on which the Fund
determines the NAV applicable to the purchase of shares (the “Repurchase Pricing Date”) is 14 calendar days (or the
next business day if the fourteenth day is not a business day).
The Fund may not condition a repurchase offer upon the tender of any minimum amount of shares. The Fund
may deduct from the repurchase proceeds only a repurchase fee that is paid to the Fund and is reasonably intended to
compensate the Fund for expenses directly related to the repurchase. The repurchase fee may not exceed 2% of the
proceeds. The Fund does not currently charge a repurchase fee.
The Fund may rely on Rule 23c-3 only so long as the Board of Trustees satisfies the fund governance standards defined
in Rule 0-1(a)(7) under the 1940 Act.
Procedures: All periodic repurchase offers must comply with the following procedures:
Repurchase Offer Amount: Each quarter, the Fund may offer to repurchase at least 5% and no more than 25% of
the Fund’s outstanding shares on the Repurchase Request Deadline (the “Repurchase Offer Amount”). The Board of
Trustees shall determine the quarterly Repurchase Offer Amount.
Shareholder Notification: Thirty days before each Repurchase Request Deadline, the Fund shall send to each
shareholder of record and to each beneficial owner of the shares that are the subject of the repurchase offer a
notification (“Shareholder Notification”) providing the following information:
1. A statement that the Fund is offering to repurchase its shares from shareholders at NAV;
2. Any fees applicable to such repurchase, if any;
3. The Repurchase Offer Amount;
4. The dates of the Repurchase Request Deadline, Repurchase Pricing Date, and the date by which the Fund
must pay shareholders for any shares repurchased (which shall not be more than seven days after the Repurchase
Pricing Date) (the “Repurchase Payment Deadline”);
5. The risk of fluctuation in NAV between the Repurchase Request Deadline and the Repurchase Pricing
Date, and the possibility that the Fund may use an earlier Repurchase Pricing Date;
6. The procedures for shareholders to request repurchase of their shares and the right of shareholders to
withdraw or modify their repurchase requests until the Repurchase Request Deadline;
7. The procedures under which the Fund may repurchase such shares on a pro rata basis if shareholders tender
more than the Repurchase Offer Amount;
8. The circumstances in which the Fund may suspend or postpone a repurchase offer;
9. The NAV of the shares computed no more than seven days before the date of the notification and the
means by which shareholders may ascertain the NAV thereafter; and
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10. The market price, if any, of the shares on the date on which such NAV was computed, and the means by
which shareholders may ascertain the market price thereafter.
The Fund must file Form N-23c-3 (“Notification of Repurchase Offer”) and three copies of the Shareholder
Notification with the Securities and Exchange Commission (“SEC”) within three business days after sending the
notification to shareholders.
Notification of Beneficial Owners: Where the Fund knows that shares subject to a repurchase offer are held of record
by a broker, dealer, voting trustee, bank, association or other entity that exercises fiduciary powers in nominee name
or otherwise, the Fund must follow the procedures for transmitting materials to beneficial owners of securities that are
set forth in Rule 14a-13 under the Securities Exchange Act of 1934.
Repurchase Requests: Repurchase requests must be submitted by shareholders by the Repurchase Request Deadline.
The Fund shall permit repurchase requests to be withdrawn or modified at any time until the Repurchase Request
Deadline, but shall not permit repurchase requests to be withdrawn or modified after the Repurchase Request Deadline.
Repurchase Requests in Excess of the Repurchase Offer Amount: If shareholders tender more than the Repurchase
Offer Amount, the Fund may, but is not required to, repurchase an additional amount of shares not to exceed 2% of
the outstanding shares of the Fund on the Repurchase Request Deadline. If the Fund determines not to repurchase
more than the Repurchase Offer Amount, or if shareholders tender shares in an amount exceeding the Repurchase
Offer Amount plus 2% of the outstanding shares on the Repurchase Request Deadline, the Fund shall repurchase the
shares tendered on a pro rata basis. This policy, however, does not prohibit the Fund from:
1. Accepting all repurchase requests by persons who own, beneficially or of record, an aggregate of not more
than 100 shares and who tender all of their stock for repurchase, before prorating shares tendered by others, or
2. Accepting by lot shares tendered by shareholders who request repurchase of all shares held by them and
who, when tendering their shares, elect to have either (i) all or none or (ii) at least a minimum amount or none accepted,
if the Fund first accepts all shares tendered by shareholders who do not make this election.
Suspension or Postponement of Repurchase Offers: The Fund shall not suspend or postpone a repurchase offer
except pursuant to a vote of a majority of the Board of Trustees, including a majority of the Trustees who are not
interested persons of the Fund, and only:
1. If the repurchase would cause the Fund to lose its status as a RIC under Subchapter M of the Internal
Revenue Code of 1986, as amended (the “Code”);
2. To the extent the Fund is listed in the future, if the repurchase would cause the shares that are the subject
of the offer that are either listed on a national securities exchange or quoted in an inter-dealer quotation system of a
national securities association to be neither listed on any national securities exchange nor quoted on any inter-dealer
quotation system of a national securities association;
3. For any period during which the NYSE or any other market in which the securities owned by the Fund are
principally traded is closed, other than customary week-end and holiday closings, or during which trading in such
market is restricted;
4. For any period during which an emergency exists as a result of which disposal by the Fund of securities
owned by it is not reasonably practicable, or during which it is not reasonably practicable for the Fund fairly to
determine the value of its net assets; or
5. For such other periods as the SEC may by order permit for the protection of shareholders of the Fund.
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If a repurchase offer is suspended or postponed, the Fund shall provide notice to shareholders of such suspension or
postponement. If the Fund renews the repurchase offer, the Fund shall send a new Shareholder Notification to
shareholders.
Computing Net Asset Value: The Fund’s current NAV shall be computed no less frequently than weekly, and daily
on the five business days preceding a Repurchase Request Deadline, on such days and at such specific time or times
during the day as set by the Board of Trustees. Currently, the Board has determined that the Fund’s NAV shall be
determined daily following the close of the NYSE. The Fund’s NAV need not be calculated on:
1. Days on which changes in the value of the Fund’s portfolio securities will not materially affect the current
NAV of the shares;
2. Days during which no order to purchase shares is received, other than days when the NAV would otherwise
be computed; or
3. Customary national, local, and regional business holidays described or listed in the prospectus.
Liquidity Requirements: From the time the Fund sends a Shareholder Notification to shareholders until the
Repurchase Pricing Date, a percentage of the Fund’s assets equal to at least 100% of the Repurchase Offer Amount
(the “Liquidity Amount”) shall consist of assets that individually can be sold or disposed of in the ordinary course of
business, at approximately the price at which the Fund has valued the investment, within a period equal to the period
between a Repurchase Request Deadline and the Repurchase Payment Deadline, or of assets that mature by the next
Repurchase Payment Deadline and amounts available through a line of credit, if any. This requirement means that
individual assets must be salable under these circumstances. It does not require that the entire Liquidity Amount must
be salable. In the event that the Fund’s assets fail to comply with this requirement, the Board of Trustees shall cause
the Fund to take such action as it deems appropriate to ensure compliance.
Liquidity Policy: The Board of Trustees may delegate day-to-day responsibility for evaluating liquidity of specific
assets to the Fund’s Advisor or Sub-Advisor, but shall continue to be responsible for monitoring the Advisor’s and
Sub-Advisor’s performance of its duties and the composition of the portfolio. Accordingly, the Board of Trustees has
approved this policy that is reasonably designed to ensure that the Fund’s portfolio assets, including amounts available
through a line of credit, if any, are sufficiently liquid so that the Fund can comply with its fundamental policy on
repurchases and comply with the liquidity requirements in the preceding paragraph.
1. In evaluating liquidity, the following factors are relevant, but not necessarily determinative:
(a) The frequency of trades and quotes for the security.
(b) The number of dealers willing to purchase or sell the security and the number of potential purchasers.
(c) Dealer undertakings to make a market in the security.
(d) The nature of the marketplace trades (e.g., the time needed to dispose of the security, the method of
soliciting offer and the mechanics of transfer).
(e) The size of the fund’s holdings of a given security in relation to the total amount of outstanding of such
security or to the average trading volume for the security.
2. If market developments impair the liquidity of a security, the Advisor or Sub-Advisor should review the advisability
of retaining the security in the portfolio. The Advisor or Sub-Advisor should report to the basis for its determination
to retain a security at the next Board of Trustees meeting.
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3. The Board of Trustees shall review the overall composition and liquidity of the Fund’s portfolio on a quarterly
basis.
4. These procedures may be modified as the Board deems necessary.
Registration Statement Disclosure: The Fund’s registration statement must disclose its intention to make or consider
making such repurchase offers.
Annual Report Disclosure: The Fund shall include in its annual report to shareholders the following:
1. Disclosure of its fundamental policy regarding periodic repurchase offers.
2. Disclosure regarding repurchase offers by the Fund during the period covered by the annual report, which
disclosure shall include:
a. the number of repurchase offers,
b. the repurchase offer amount and the amount tendered in each repurchase offer,
c. and the extent to which in any repurchase offer the Fund repurchased stock pursuant to the
procedures in paragraph (b)(5) of this section.
Advertising: The Fund, or any underwriter for the Fund, must comply, as if the Fund were an open-end company,
with the provisions of Section 24(b) of the 1940 Act and the rules thereunder and file, if necessary, with the Financial
Industry Regulatory Authority (FINRA) or the SEC any advertisement, pamphlet, circular, form letter, or other sales
literature addressed to or intended for distribution to prospective investors.
Involuntary Repurchases. The Fund may, at any time, repurchase at NAV shares of a shareholder, or any person
acquiring shares from or through a shareholder, if: the shares have been transferred or have vested in any person other
than by operation of law as the result of the death, dissolution, bankruptcy or incompetency of a shareholder;
ownership of the shares by the shareholder or other person will cause the Fund to be in violation of, or require
registration of the shares, or subject the Fund to additional registration or regulation under, the securities, commodities
or other laws of the United States or any other relevant jurisdiction; continued ownership of the shares may be harmful
or injurious to the business or reputation of the Fund or may subject the Fund or any shareholders to an undue risk of
adverse tax or other fiscal consequences; the shareholder owns shares having an aggregate NAV less than an amount
determined from time to time by the Trustees; or it would be in the interests of the Fund, as determined by the Board,
for the Fund to repurchase the Shares. The Advisor may tender for repurchase in connection with any repurchase offer
made by the Fund Shares that it holds in its capacity as a shareholder.
Transfers of Shares. No person may become a substituted shareholder without the written consent of the Board, which
consent may be withheld for any reason in the Board’s sole and absolute discretion. Shares may be transferred only
(i) by operation of law pursuant to the death, bankruptcy, insolvency or dissolution of a shareholder or (ii) with the
written consent of the Board, which may be withheld in its sole and absolute discretion. The Board may, in its
discretion, delegate to the Advisor its authority to consent to transfers of shares. Each shareholder and transferee is
required to pay all expenses, including attorneys and accountants fees, incurred by the Fund in connection with such
transfer.
DISCLOSURE OF PORTFOLIO HOLDINGS
The Fund’s Board of Trustees has adopted policies and procedures for the public and nonpublic disclosure of the
Fund’s portfolio securities. The Fund’s portfolio holdings are currently disclosed to the public through filings with the
SEC. The Fund discloses its portfolio holdings by mailing the annual and semi-annual reports to shareholders
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approximately two months after the end of the fiscal year and semi-annual period, respectively. In addition, the Fund
discloses its portfolio holdings reports as of the end of the second and fourth fiscal quarters by filing Form N CSR
with the SEC. The Fund also reports its portfolio holdings to the SEC on Form N-PORT on a monthly basis within 30
days after the end of each month, and information reported on Form N-PORT for the third month of each of the Fund’s
fiscal quarters will be made public on the SEC’s website 60 days after the end of the quarter.
As a general matter, no information concerning the portfolio holdings of the Fund may be disclosed to any unaffiliated
third party except (1) to service providers that require such information in the course of performing their duties (for
example, the Fund’s custodian, administrator, Advisor, Sub-Advisor, independent public accountants, attorneys,
officers and trustees) and are subject to a duty of confidentiality including a duty not to trade on non-public
information,, and (2) pursuant to certain exceptions that serve a legitimate business purpose. These exceptions may
include: (1) disclosure of portfolio holdings only after such information has been publicly disclosed and (2) to thirdparty vendors, currently consisting of Morningstar Investment Services and Lipper Analytical Services that (a) agree
to 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 the Fund before the portfolio holdings or results of
the analysis become publicly available; and (b) sign a written confidentiality agreement. The confidentiality agreement
must provide, but is not limited to, that the recipient of the portfolio holdings information agrees to limit access to the
portfolio holdings information to its employees who, on a need to know basis are (1) authorized to have access to the
portfolio holdings information and (2) subject to confidentiality obligations, including duties not to trade on nonpublic information, no less restrictive that the confidentiality obligations contained in the confidentiality agreement.
None of the Fund, the Advisor, or the Sub-Advisor may enter into any arrangement providing for the disclosure of
non-public portfolio holding information for the receipt of compensation or benefit of any kind. Any exceptions to the
policies and procedures may only be made by the consent of the Fund’s chief compliance officer upon a determination
that such disclosure serves a legitimate business purpose and is in the best interests of the Fund and will be reported
to the Board at the Board’s next regularly scheduled meeting.
TRUSTEES AND OFFICERS
The following tables provide information about Board of Trustees and the senior officers of the Fund. Each of the
Trustees is deemed to be an Independent Trustee of the Fund. Each Trustee oversees the Fund and serves for an
indefinite term. Information about each Trustee is provided below and includes each person’s: name, address, age as
indicated by year of birth, present position(s) held with the Fund, principal occupations for the past five years and
total compensation received as a Trustee for the most recent fiscal year. Unless otherwise noted, the business address
of each person listed below is c/o AlphaCentric Prime Meridian Income Fund, 36 North New York Avenue,
Huntington, NY 11743. Unless otherwise noted, each officer is elected annually by the Board. Collectively, the Fund,
Strategy Shares, Mutual Fund and Variable Insurance Trust, Mutual Fund Series Trust, and TCG Financial Trusts IX, each an open-end investment company whose series are managed by an affiliate of the Advisor, comprise the “Fund
Complex.”
As of the date of this SAI, the Trustees and Officers as a group did not own any shares of the Fund.
Independent Trustees

Name
Address
Year of Birth
Tobias Caldwell
Year of Birth: 1967

Position
with
the Fund
Chairman
of the
Board and
Trustee

Number of
Portfolios
in
Fund
Term of Office
Complex**
and
Overseen
Length of
Principal Occupation(s)
Other Directorships
by
Time Served* During Past 5 Years
Trustee
Held by Trustee
Since July 2018 Managing Member,
58
Chairman of the Board of
Genovese Family
Trustees, Mutual Fund and
Enterprises, LLC (1999 –
Variable Insurance Trust
present) (real estate firm);
(January 2016 – present);
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Managing member, PTL
Real Estate, LLC (2000 –
present) (real
estate/investment firm);
Managing member, Bear
Properties, LLC.

Stephen P. Lachenauer Trustee
Year of Birth: 1967

Since July 2018 Attorney, private practice
(2006 – present).

18

Donald McIntosh
Year of Birth: 1967

Since July 2018 Business Control & Risk
Management Advisor,
Santander Bank (February
2019 - present); Quality
Control Advisor,
Santander Bank (July
2016 – January 2019);
Credit risk review analyst,
Santander Holdings USA
(May 2015 – 2016);
Governance analyst,
Santander Bank (2011 –
April 2015).

18

Trustee

Chairman of the Board of
Trustees, Strategy Shares
(January 2016 – present);
Lead independent trustee
and Chairman of the Audit
Committee, Mutual Fund
Series Trust (2006 –
present), Independent
Trustee and Chair of Audit
Committee, Variable
Insurance Trust (2010present); Trustee, M3Sixty
Funds Trust (2016 –
present).
Chair of the Audit
Committee, Chair of the
Risk and Compliance
Committee and Trustee,
Mutual Fund and Variable
Insurance Trust (January
2016 – present); Chair of
the Audit Committee,
Chair of the Risk and
Compliance Committee
and Trustee, Strategy
Shares (January 2016 –
present); Chairman of the
Board, TCG Financial
Series Trusts I-X (2015 –
present).
Trustee, Mutual Fund and
Variable Insurance Trust
(January 2016 – present);
Trustee, Strategy Shares
(January 2016 – present);
Trustee, TCG Financial
Series Trusts I-X (2015–
present);

* The term of office of each Trustee is indefinite.
**The “Fund Complex” includes the Fund, Mutual Fund and Variable Insurance Trust, Strategy Shares, Mutual Fund
Series Trust, Variable Insurance Trust, and the TCG Financial Series Trusts I-X, each a registered investment
company.

Officers*
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Name
Address
Year of Birth
George Amrhein
Year of Birth: 1951

Position(s)
Held
with
Registrant
President

Term and
Length
Served*
Since July
2018

Principal Occupation(s)
During Past 5 Years
Director of Investments, AlphaCentric Advisors, LLC (2014
- present); Director of Investments, Catalyst Capital
Advisors LLC (2013-present); President, Beacon Advisors
LLC (1996 -present)
Chief Operating Officer, AlphaCentric Advisors LLC
(3/2019-present); Senior Advisor, Cambridge Associates
(2016-present); Senior Advisor, Kudu Investment
Management (2015–2016); Managing Director, F-Squared
Investments (2011–2015).
Managing Director and Co-Portfolio Manager, Prime
Meridian Capital Management, LLC (2015-present); Chief
Investment Officer, The Enrichment Group (2011-2015).

James Celico
Year of Birth: 1970

Vice
President

Since July
2018

Peter Lowden
200 South Virginia
Street, Reno, NV
89501
1966
Shun Yin Ho
2020 E. Financial
Way, Suite 100
Glendora, CA
91741
Year of Birth: 1980
Frederick J. Schmidt
Year of Birth: 1959

Treasurer

Since July
2018

Assistant
Treasurer

Since
September
2019

Compliance Officer, U.S. Bancorp Fund Services, LLC
(2015-present); Compliance Administrator, U.S. Bancorp
Fund Services, LLC (2012-2015).

Chief
Compliance
Officer

Since July
2018

Jennifer A. Bailey
Year of Birth: 1968

Secretary

Since July
2018

Director, MFund Services LLC since 5/2015; Director &
Chief Compliance Officer, Citi Fund Services (2010-2015);
Senior Vice President & Chief Compliance Officer, Citi
Fund Services (2004-2010).
Director of Legal Services, MFund Services LLC (2/2012 –
present).

* Officers do not receive any compensation from the Fund and serve indefinitely.
Compensation
The Independent Trustees are paid receive compensation for Board and committee meetings attended. The Chairmen
of the Board, Audit Committee, and Risk and Compliance Committee receive an additional quarterly fee. Officers
receive no compensation from the Trust. The Trust reimburses each of the Independent Trustees for travel and other
expenses incurred in connection with attendance at such meetings. The Trust has no retirement or pension plans.
The table below details the amount of compensation the Trustees received from the Fund during the fiscal year ended
September 30, 2019. The Fund does not have a bonus, profit sharing, pension or retirement plan.
Aggregate Compensation from
Total Compensation from Fund
Name of Person, Position(s)
the Fund
Complex*
Tobias Caldwell
$5,000
$234,6501
Stephen. Lachenauer
$5,000
$56,1502
Donald McIntosh
$5,000
$40,100 2
* The “Fund Complex” includes the Fund, Mutual Fund and Variable Insurance Trust, Strategy Shares, Variable
Insurance Trust, Mutual Fund Series Trust and the TCG Financial Series Trusts I-X, each a registered investment
company.
1
Does not include compensation from TCG Financial Series Trusts I-X, of which he does not serve on the Board.
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Does not include compensation from Variable Insurance Trust or Mutual Fund Series Trust, of which he does not
serve on the Board.

2

Trustee Ownership
The following table indicates the dollar range of equity securities that each Trustee beneficially owned in the Fund as
of the date of this SAI.
Name of Trustee
Tobias Caldwell
Stephen Lachenauer
Donald McIntosh

Dollar Range of Equity
Securities in the Fund

Aggregate Dollar Range of Equity Securities
in All Registered Investment Companies
Overseen by Trustee in Fund Complex*
None1
None2
None2

None
None
None

* The “Fund Complex” includes the Fund, Mutual Fund and Variable Insurance Trust, Strategy Shares, Variable
Insurance Trust, Mutual Fund Series Trust and the TCG Financial Series Trusts I-X, each a registered investment
company.
1
Does not include ownership of shares in TCG Financial Series Trusts I-X, of which he does not serve on the
Board.
2
Does not include ownership of shares in Variable Insurance Trust or Mutual Fund Series Trust, of which he
does not serve on the Board.
None of the Trustees (including their immediate family members) owned beneficially or of record securities of the
Advisor, Sub-Advisor or the Distributor or any entity directly or indirectly controlling, controlled by, or under
common control with the Advisor, Sub-Advisor or Distributor.
Qualifications and Experience of the Trustees
The following provides an overview of the considerations that led the Board to conclude that each individual serving
as a Trustee of the Fund should so serve. Generally, no one factor was decisive in the original selection of an individual
to join the Board. Among the factors the Board considered when concluding that an individual should serve on the
Board were the following: (1) the individual’s business and professional experience and accomplishments; (2) the
individual’s prior experience serving on the boards of public companies, and other complex enterprises and
organizations; and (3) how the individual’s skills, experience, and attributes would contribute to an appropriate mix
of relevant skills and experience on the Board.
In respect of each current Trustee, the individual’s substantial professional accomplishments and prior experience,
including, in some cases, in fields related to the operations of the Fund, were a significant factor in the determination
that the individual should serve as a Trustee of the Fund.
In addition to the information set forth above, the following sets forth additional information about the qualifications
and experience of each of the Trustees that lead to the conclusion that each Trustee should serve as Trustee of the
Fund.
Tobias Caldwell
Mr. Caldwell is the manager of a real estate investment firm. Mr. Caldwell has served on the boards of mutual funds
for over ten years, including as chair of the audit committee for over ten years. Mr. Caldwell also serves as a Trustee
of other registered investment companies in the Fund Complex. His experience in the real estate and investment
industries provides the Board with an additional perspective and understanding of investment strategies used by
advisors to the funds.
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Stephen Lachenauer
Mr. Lachenauer has been an attorney in private practice for over six years, providing advice and counsel to small
businesses and individuals on business and financial matters. Mr. Lachenauer’s previous experience at large law
firms and as an attorney at a large investment bank provides the Board with knowledge of financial and investment
regulatory matters. Mr. Lachenauer also serves as a Trustee of other registered investment companies in the Fund
Complex
Donald McIntosh
Mr. McIntosh is a credit risk review analyst for a large international financial services company, and he has many
years of credit analysis and loan servicing experience. Mr. McIntosh’s experience in evaluating companies’ financial
condition would provide the Board with knowledge about investment strategies used by the advisors of the funds.
Mr. McIntosh also serves as a Trustee of other registered investment companies in the Fund Complex.
Board Structure
The Board is responsible for overseeing the management and operations of the Fund. The Board consists of three
Independent Trustees. The Chairman of the Board of Trustees, Tobias Caldwell, is an Independent Trustee.
The Board holds four regular meetings each year to consider and address matters involving the Fund. The Board also
may hold special meetings to address matters arising between regular meetings. In addition, the Independent Trustees
regularly meet outside the presence of management and are advised by independent legal counsel. These meetings
may take place in-person or by telephone.
The Board reviews its structure regularly and believes that its leadership structure, including having a super-majority
of Independent Trustees, coupled with an Independent Chairperson, is appropriate and in the best interests of the Fund,
given its specific characteristics. The Board of Trustees also believes its leadership structure facilitates the orderly and
efficient flow of information to the Independent Trustees from Fund management.
When considering potential nominees to fill vacancies on the Board, and as part of its annual self-evaluation, the
Board reviews the mix of skills and other relevant experiences of the Trustees.
Committees of the Board of Trustees
The Board has two standing committees, the Audit Committee and the Risk and Compliance Committee.
Audit Committee. The Audit Committee is comprised of each of the Trustees. The primary function of the Audit
Committee is to assist the full Board in fulfilling its oversight responsibilities to the shareholders and the investment
community relating to fund accounting, reporting practices and the quality and integrity of the financial reports. To
satisfy these responsibilities, the Audit Committee reviews with the independent auditors the audit plan and results
and recommendations following independent audits, reviews the performance of the independent auditors and
recommends engagement or discharge of the auditors to the full Board, reviews the independence of the independent
auditors, reviews the adequacy of the Fund’s internal controls and prepares and submits Committee meeting minutes
and supporting documentation to the full Board. The Audit Committee did not meet during the fiscal year ended
September 30, 2019.
Risk and Compliance Committee. The Risk and Compliance Committee is comprised of each of the Trustees. The
Risk and Compliance Committee is responsible for general oversight of the Trust’s compliance with the legal and
regulatory requirements of the Trust’s operations. The Risk and Compliance Committee also serves as a means to
provide feedback and guidance to the Trust’s Chief Compliance Officer (“CCO”) and assists the Board in identifying
and managing risks. The Risk and Compliance Committee did not meet during the fiscal year ended September 30,
2019.
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Board Oversight of Risk
An integral part of the Board’s overall responsibility for overseeing the management and operations of the Fund is the
Board’s oversight of the risk management of the Fund’s investment programs and business affairs. The Fund is subject
to a number of risks, such as investment risk, valuation risk, risk of operational failure or lack of business continuity,
and legal, compliance and regulatory risk. The Fund, the Advisor, Sub-Advisor and other service providers to the
Fund have implemented various processes, procedures, and controls to identify risks to the Fund, to lessen the
probability of their occurrence, and to mitigate any adverse effect should they occur. Different processes, procedures,
and controls are employed with respect to different types of risks.
The Board exercises oversight of the risk management process through the Audit Committee and through oversight
by the Board itself. The Board holds four regular meetings each year to consider and address matters involving the
Fund.
In addition to adopting, and periodically reviewing, policies and procedures designed to address risks to the Fund, the
Board requires management of the Advisor and the Fund, including the Fund’s Chief Compliance Officer (“CCO”),
to report to the Board, Audit Committee, and Risk and Compliance Committee on a variety of matters, including
matters relating to risk management, at regular and special meetings. The Board and the Audit Committee receive
regular reports from the Fund’s independent public accountants on internal control and financial reporting matters.
On at least a quarterly basis, the Independent Trustees meet with the Fund’s CCO, including outside the presence of
management, to discuss issues related to compliance. Furthermore, the Board receives a quarterly report from the
Fund’s CCO regarding the operation of the compliance policies and procedures of the Fund and its primary service
providers. The Board monitors the Fund’s investment policies and procedures as well as valuation of the Fund’s
securities. The Board also receives quarterly reports from the Advisor on the investments and securities trading of the
Fund, including their investment performance and asset weightings compared to appropriate benchmarks, as well as
reports regarding the valuation of the Fund’s securities. The Board also receives reports from the Fund’s primary
service providers regarding their operations as they relate to the Fund.
CODES OF ETHICS
The Fund, the Advisor, the Sub-Advisor and the Distributor have adopted codes of ethics under Rule 17j-1(c) of the
1940 Act. The purpose of each code is to avoid potential conflicts of interest and to prevent fraud, deception or
misconduct with respect to the Fund. Such codes of ethics permit personnel covered by the codes to invest in securities
that may be purchased or held by the Fund, subject to the restrictions of the codes. The codes are filed as exhibits to
the Fund’s registration statement.
PROXY VOTING POLICIES AND PROCEDURES
The Board has adopted Proxy Voting Policies and Procedures (“Policies”) on behalf of the Fund, which delegate the
responsibility for voting proxies to the Advisor or its designee, subject to the Board’s continuing oversight. The
Policies require that the Advisor or its designee vote proxies received in a manner consistent with the best interests of
the Fund and shareholders. The Advisor has delegated proxy voting duties to the Sub-Advisor.
Where a proxy proposal raises a material conflict between the interests of the Advisor or its designee (the SubAdvisor), any affiliated person(s) of the Advisor or its designee, the Fund’s principal underwriter (distributor) or any
affiliated person of the principal underwriter (distributor), or any affiliated person of the Fund and the Fund’s or its
shareholder’s interests, the Advisor or its designee will resolve the conflict by voting in accordance with the policy
guidelines or at the Fund’s directive using the recommendation of an independent third party. If the third party’s
recommendations are not received in a timely fashion, the Advisor will abstain from voting. A copy of the SubAdvisor’s proxy voting policies is attached hereto as Appendix A.
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Information regarding how the Fund voted proxies relating to portfolio securities held by the Fund during the most
recent 12-month period ending June 30 will be available (1) without charge, upon request, by calling the Fund tollfree at 1-888-910-0412; and (2) on the U.S. Securities and Exchange Commission’s website at http://www.sec.gov.
In addition, a copy of the Fund’s proxy voting policies and procedures are also available by calling toll-free at 1-888910-0412 and will be sent within three business days of receipt of a request.
CONTROL PERSONS AND PRINCIPAL HOLDERS
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. A control person may be able to determine the outcome of a matter
put to a shareholder vote.
As of the date of this SAI, the following persons owned 5% or more of the outstanding shares of the Fund:
Name and Address
AlphaCentric Advisors LLC
36 North New York Avenue, Huntington, NY 11743

Percent of Ownership
100%

As of the date of this SAI, the Trustees and officers owned no shares of the Fund.
INVESTMENT ADVISORY AND OTHER SERVICES
The Advisor
AlphaCentric Advisors LLC, located at 36 North New York Avenue, Huntington, NY 11743, serves as the Fund’s
investment adviser. The Advisor is registered with the SEC as an investment adviser under the Investment Advisors
Act of 1940, as amended. The Advisor is a New York limited liability company that commenced operations as an
investment adviser in 2014.
Under the general supervision of the Fund’s Board of Trustees, the Advisor will carry out the investment and
reinvestment of the net assets of the Fund, will furnish continuously an investment program with respect to the Fund,
and determine which securities should be purchased, sold or exchanged. In addition, the Advisor will supervise and
provide oversight of the Fund’s service providers including any sub-advisers. The Advisor will furnish to the Fund
office facilities, equipment and personnel for servicing the management of the Fund. In return for these services,
facilities and payments, the Fund has agreed to pay the Advisor as compensation under the Investment Management
Agreement a monthly management fee computed at the annual rate of 1.50% of the daily net assets. The Advisor may
employ research services and service providers to assist in the Advisor’s market analysis and investment selection.
The Advisor will compensate all Advisor personnel who provide services to the Fund.
The Advisor and the Fund have entered into an expense limitation and reimbursement agreement (the “Expense
Limitation Agreement”) under which the Advisor has agreed contractually to waive its fees and to pay or absorb the
ordinary operating expenses of the Fund (excluding distribution fees, interest, brokerage commissions, acquired fund
fees and expenses and extraordinary expenses), to the extent that they exceed 1.95% of the Fund’s average daily net
assets (the “Expense Limitation”). Under certain conditions, the Advisor may recoup management fees that it waived
or Fund expenses that it paid under this agreement for a period of three years after the fees were waived or expenses
paid, if the recoupment can be achieved without causing the expense ratio (after the recoupment is taken into account)
to exceed (i) the expense limit in effect at the time the fees were waived or expenses paid, or (ii) the expense limit in
place at the time of recoupment. The Expense Limitation Agreement will remain in effect at least until January 31,
2021, unless and until the Board approves its modification or termination. This agreement may be terminated only by
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the Fund’s Board of Trustees. After January 31, 2021, the Expense Limitation Agreement may be renewed at the
Advisor’s and Board’s discretion.
Conflicts of Interest
Actual or apparent conflicts of interest may arise when a portfolio manager has day-to-day management
responsibilities with respect to more than one fund or other accounts. The management of multiple accounts may result
in a portfolio manager devoting unequal time and attention to the management of each account. The management of
multiple funds and accounts also may give rise to potential conflicts of interest if the funds and accounts have different
objectives, benchmarks, time horizons, and fees as the portfolio manager must allocate his time and investment ideas
across multiple funds and accounts.
With respect to securities transactions for the Fund, the Advisor or Sub-Advisor determines which broker to use to
execute each order, consistent with the duty to seek best execution of the transaction. The portfolio manager may
execute transactions for another fund or account that may adversely impact the value of securities held by the Fund.
Securities selected for funds or accounts other than the Fund may outperform the securities selected for the Fund.
The appearance of a conflict of interest may arise where the Advisor or Sub-Advisor has an incentive, such as a
performance-based management fee. The management of personal accounts may give rise to potential conflicts of
interest; there is no assurance that the Fund’s code of ethics will adequately address such conflicts. One of the portfolio
manager's numerous responsibilities is to assist in the sale of Fund shares. Because the portfolio manager’s
compensation is indirectly linked to the sale of Fund shares, they may have an incentive to devote time to marketing
efforts designed to increase sales of Fund shares.
The Fund has adopted a code of ethics that, among other things, permits personal trading by employees under
conditions where it has been determined that such trades would not adversely impact client accounts. Nevertheless,
the management of personal accounts may give rise to potential conflicts of interest, and there is no assurance that
these codes of ethics will adequately address such conflicts.
The Fund may invest in affiliated funds advised by the Advisor. The Advisor is subject to conflicts of interest in
allocating a Fund’s assets among the affiliated funds. The Advisor will receive more revenue when it selects an
affiliated fund rather than an unaffiliated fund for inclusion in the Fund’s portfolio. This conflict may provide an
incentive for the Advisor to invest Fund assets in affiliated funds that perform less well than unaffiliated funds. The
Advisor may have an incentive to allocate the Fund’s assets to those affiliated funds for which the net advisory fees
payable to the Advisor are higher than the fees payable by other affiliated funds.
The Advisor, Sub-Advisor and the Fund have each adopted certain compliance procedures which are designed to
address these types of conflicts. However, there is no guarantee that such procedures will detect each and every
situation in which a conflict arises.
The Sub-Advisor
Prime Meridian Capital Management, LLC (“Prime Meridian” or “Sub-Advisor”), a Nevada limited liability company
located at 2121 N. California Blvd, Suite 830, Walnut Creek, CA 94596, serves as sub-advisor to the Fund. Prime
Meridian was formed on March 12, 2012 and provides specialty investment management services to clients seeking
short-duration, high-yield loan portfolios in the Marketplace Lending industry. Under the general supervision of the
Fund’s Board of Trustees and the Advisor, the Sub-Advisor will be responsible for the day-to-day management of the
Fund’s investment portfolio. The Sub-Advisor is paid by the Advisor, not the Fund.
PORTFOLIO MANAGER
As described in the prospectus, Don Davis serves as the portfolio manager and is primarily responsible for the dayto-day management of the Fund’s portfolio.
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As of August 31, 2019, Don Davis was responsible for the management of the following types of accounts in addition
to the Fund:
Total Other Accounts Managed
Registered
Investment
Company
Accounts
0

Pooled
Investment
Vehicle
Accounts
6

Assets
Managed
($ millions)
$533

Other
Accounts
0

Assets
Managed
($ millions)
$0

Other Accounts Managed Subject to Performance-Based Fees
Registered
Pooled
Investment
Assets
Investment
Assets
Managed
Vehicle
Managed
Company
Portfolio Manager
Accounts
($ millions)
Accounts
($ millions)
Don Davis
0
$0
6
$533

Other
Accounts
0

Assets
Managed
($ millions)
$0

Portfolio Manager
Don Davis

Assets
Managed
($ millions)
$0

Portfolio Manager Compensation
The portfolio manager receives a salary plus a bonus based on the profits of the Sub-Advisor.
DISTRIBUTOR
Foreside Fund Services, LLC (the “Distributor”), located at Three Canal Plaza, Portland, ME 04101, is serving as the
Fund’s principal underwriter and acts as the distributor of the Fund’s shares on a best efforts basis, subject to various
conditions, pursuant to the terms of its contract with the Fund. The Distributor is not obligated to sell any specific
amount of Shares of the Fund, or to buy any of the Shares.
Shares of the Fund are continuously offered through the Distributor. The Distributor also acts as agent for the Fund in
connection with repurchases of Shares. The Fund has agreed to indemnify the Distributor and its affiliates against
certain liabilities, including certain liabilities arising under the 1933 Act, the 1940 Act and any other statute (including
Blue Sky laws) or any rule or regulation thereunder, or under common law or otherwise. The Distributor has agreed
to indemnify the Fund, the Advisor and each Trustee against certain liabilities arising from the Distributor’s breach of
any of its obligations, representations, warranties or covenants in the Fund’s Distribution Agreement, failure to comply
with applicable securities laws or regulations, or information furnished by the Distributor in writing which was relied
upon and resulted in an untrue statement of material fact or a material omission in the Fund’s registration statement,
marketing material, sales literature and advertising materials or any other information filed or made public by the
Fund.
No market currently exists for the Fund’s Shares. The Fund’s Shares are not listed, and the Fund does not currently
intend to list its Shares, for trading on any national securities exchange. There is currently no secondary market for
the Fund’s Shares, and the Fund does not expect a secondary market in its Shares to develop. Neither the Advisor nor
the Distributor intends to make a market in the Fund’s Shares.
ALLOCATION OF BROKERAGE
Specific decisions to purchase or sell securities for the Fund are made by the portfolio manager who is an employee
of the Sub-Advisor. The Advisor and Sub-Advisor are authorized by the Trustees to allocate the orders placed on
behalf of the Fund to brokers or dealers who may, but need not, provide research or statistical material or other services
to the Fund, the Advisor, or the Sub-Advisor for the Fund’s use. Such allocation is to be in such amounts and
proportions as the Advisor or Sub-Advisor may determine.
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In selecting a broker or dealer to execute each particular transaction, the Advisor or Sub-Advisor will take the
following into consideration:
•

the best net price available;

•

the reliability, integrity and financial condition of the broker or dealer;

•

the size of and difficulty in executing the order; and

•

the value of the expected contribution of the broker or dealer to the investment performance of the Fund on
a continuing basis.

Brokers or dealers executing a portfolio transaction on behalf of the Fund may receive a commission in excess of the
amount of commission another broker or dealer would have charged for executing the transaction if the Advisor or
Sub-Advisor determines in good faith that such commission is reasonable in relation to the value of brokerage and
research services provided to the Fund. In allocating portfolio brokerage, the Advisor or Sub-Advisor may select
brokers or dealers who also provide brokerage, research and other services to other accounts over which the Advisor
or Sub-Advisor exercises investment discretion. Eligible research or brokerage services through which portfolio
transaction are executed may include research reports on particular industries and companies, economic surveys and
analyses, recommendations as to specific securities, online quotations, news services, financial publications and other
products and services (e.g., software based applications for market quotes and news, database programs providing
investment and industry data) providing lawful and appropriate assistance to the portfolio manager and its designees
in the performance of their investment decision-making responsibilities on behalf of the Fund. Some of the services
received as the result of Fund transactions may primarily benefit accounts other than the Fund, while services received
as the result of portfolio transactions effected on behalf of those other accounts may primarily benefit the Fund.
Affiliated Party Transactions
The Advisor, Sub-Advisor and their affiliates will not purchase securities or other property from, or sell securities or
other property to, the Fund, except that the Fund may in accordance with rules under the 1940 Act engage in
transactions with accounts that are affiliated with the Fund as a result of common officers, directors, advisers,
members, managing general partners or common control. These transactions would be effected in circumstances
pursuant to policies adopted by the Trustees pursuant to Rule 17a-7 under the 1940 Act, in which the Advisor
determined that it would be appropriate for the Fund to purchase and another client to sell, or the Fund to sell and
another client to purchase, the same security or instrument on the same day.
If the Advisor or Sub-Advisor places Fund trades through an affiliated broker, the trades will be executed under a
policy adopted by the Trustees pursuant to Section 17(e) and Rule 17(e)(1) under the 1940 Act which places limitations
on the securities transactions effected through affiliates. The policy of the Fund with respect to brokerage is reviewed
by the Trustees from time to time. Because of the possibility of further regulatory developments affecting the securities
exchanges and brokerage practices generally, the foregoing practices may be modified.
TAX STATUS
The following discussion is general in nature and should not be regarded as an exhaustive presentation of all possible
tax ramifications. All shareholders should consult a qualified tax adviser regarding their investment in the Fund.
The Fund intends to qualify as RIC under Subchapter M of the Internal Revenue Code of 1986, as amended (the
“Code”), which requires compliance with certain requirements concerning the sources of its income, diversification
of its assets, and the amount and timing of its distributions to shareholders. Such qualification does not involve
supervision of management or investment practices or policies by any government agency or bureau. By so qualifying,
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the Fund should not be subject to federal income or excise tax on its net investment income or net capital gain, which
are distributed to shareholders in accordance with the applicable timing requirements. Investment company taxable
income and net capital gain of the Fund will be computed in accordance with Section 852 of the Code. Investment
company taxable income of the Fund is generally its taxable ordinary income and realized net short-term capital gains
in excess of realized net long-term capital losses, if any. Net capital gain for a fiscal year is computed by taking into
account any capital loss carryforward of the Fund.
The Fund intends to distribute all of its net investment income, any excess of net short-term capital gains over net
long-term capital losses, and any excess of net long-term capital gains over net short-term capital losses in accordance
with the timing requirements imposed by the Code and therefore should generally not be required to pay any federal
income or excise taxes. Distributions of net investment income will be made quarterly and net capital gain will be
made after the end of each fiscal year, and no later than December 31 of each year. Both types of distributions will be
in shares of the Fund unless a shareholder elects to receive cash.
To be treated as a RIC under Subchapter M of the Code, the Fund must also (a) derive at least 90% of its gross income
(the “Income Test”) from dividends, interest, payments with respect to securities loans, net income from certain
publicly traded partnerships and gains from the sale or other disposition of securities or foreign currencies, or other
income (including, but not limited to, gains from options, futures or forward contracts) derived with respect to the
business of investing in such securities or currencies, and (b) diversify its holdings so that, at the end of each fiscal
quarter, (i) at least 50% of the market value of the Fund’s assets is represented by cash, U.S. government securities
and securities of other RICs, and other securities (for purposes of this calculation, generally limited in respect of any
one issuer, to an amount not greater than 5% of the market value of the Fund’s assets and 10% of the outstanding
voting securities of such issuer) and (ii) not more than 25% of the value of its assets is invested in the securities of
(other than U.S. government securities or the securities of other RICs) any one issuer, two or more issuers which the
Fund controls and which are determined to be engaged in the same or similar trades or businesses, or the securities of
certain publicly traded partnerships.
Some of the income and fees that the Fund will recognize may not satisfy the Income Test. In order to ensure that such
income and fees do not disqualify the Fund as a RIC for a failure to satisfy such test, the Fund may be required to
recognize such income and fees indirectly through one or more entities treated as corporations for U.S. federal income
tax purposes. Such corporations will be required to pay U.S. corporate income tax on their earnings, which ultimately
will reduce the Fund’s return on such income and fees.
If the Fund fails to qualify as a RIC under Subchapter M in any fiscal year, it will be treated as a corporation for
federal income tax purposes. As such, the Fund would be required to pay income taxes on its net investment income
and net realized capital gains, if any, at the rates generally applicable to corporations. Shareholders of the Fund
generally would not be liable for income tax on the Fund’s net investment income or net realized capital gains in their
individual capacities. Distributions to shareholders, whether from the Fund’s net investment income or net realized
capital gains, would be treated as taxable dividends to the extent of current or accumulated earnings and profits of the
Fund.
The Fund has adopted policies and guidelines that are designed to enable the Fund to meet these tests, which will be
tested for compliance on a regular basis for the purposes of being treated as a regulated investment company for federal
income tax purposes. However, some issues related to qualification as a regulated investment company are open to
interpretation. For example, the Fund intends to primarily invest in whole loans originated by marketplace lending
platforms. The sub-advisor believes that the issuer of such loans will be the identified borrowers in the loan
documentation. However, no statutory, judicial or administrative authority directly discusses how the loans in which
the Fund will invest should be treated for tax purposes. As a result, the tax treatment of the Fund’s investment in such
securities is uncertain. If the Internal Revenue Service (“IRS”) were to disagree and successfully assert that the
marketplace lending platforms should be viewed as the issuer of the loans, the Fund would not satisfy the regulated
investment company diversification tests. Also, the tax treatment of the Fund’s investment in loans originated by
Platforms could be affected by changes in tax laws or regulations, or interpretations thereof, or by court cases that
could adversely affect the Fund and its ability to qualify as a regulated investment company under Subchapter M of
the Code. As a result of the forgoing, the Fund’s investment strategy will potentially be limited by its intention to
qualify for treatment as a regulated investment company.
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The Fund is subject to a 4% nondeductible excise tax on certain undistributed amounts of ordinary income and capital
gain under a prescribed formula contained in Section 4982 of the Code. The formula generally requires payment to
shareholders during a calendar year of distributions representing an amount at least equal to the sum of (i) 98% of the
Fund’s ordinary income for the calendar year (taking into account certain deferrals and elections) (ii) at least 98% of
its capital gain net income (i.e., the excess of its capital gains over capital losses, adjusted for certain ordinary losses)
realized during the one-year period ending October 31 during such year and (iii) 100% of any income that was neither
distributed nor taxed to the Fund during the preceding calendar year. Under ordinary circumstances, the Fund generally
expects to time its distributions so as to avoid liability for this tax.
The following discussion of tax consequences is for the general information of shareholders that are subject to tax.
Shareholders that are IRAs or other qualified retirement plans are exempt from income taxation under the Code.
Distributions of taxable net investment income and the excess of net short-term capital gain over net long-term capital
loss are taxable to shareholders as ordinary income.
Distributions of net capital gain (“capital gain dividends”) generally are taxable to shareholders as long-term capital
gain, regardless of the length of time the shares of the Fund have been held by such shareholders.
A sale or redemption of Fund shares by a shareholder will generally result in the recognition of taxable gain or loss in
an amount equal to the difference between the amount realized and the shareholder’s tax basis in his or her Fund
shares. Such gain or loss is treated as a capital gain or loss if the shares are held as capital assets. However, any loss
realized upon the redemption of shares within six months from the date of their purchase will be treated as a longterm capital loss to the extent of any amounts treated as capital gain dividends during such six-month period. All or a
portion of any loss realized upon the redemption of shares may be disallowed to the extent shares are purchased
(including shares acquired by means of reinvested dividends) within 30 days before or after such redemption.
The repurchase of the Fund’s shares may result in a taxable gain or loss to a tendering shareholder. Different tax
consequences may apply to tendering and non-tendering shareholders in connection with a repurchase offer. For
example, if a shareholder does not tender all of his or her shares, such repurchase may not be treated as an exchange
for U.S. federal income tax purposes, and may instead constitute a distribution subject to evaluation as a deemed
dividend. Alternatively, shareholders who tender all of their shares (including shares deemed owned by such
shareholders through application of the constructive ownership rules) will be treated as having sold their shares and
generally will realize a capital gain or loss.
Distributions of taxable net investment income and net capital gain will be taxable as described above, whether
received in additional cash or shares. Shareholders electing to receive distributions in the form of additional shares
will generally have a cost basis for federal income tax purposes in each share so received equal to the amount of cash
shareholders could have received instead of such shares. To the extent that a shareholder purchases additional shares
at a discount to fair market value, the shareholder will be treated for tax purposes as having received an additional
distribution equal to the amount of the purchase price discount. All distributions of taxable net investment income and
net capital gain, whether received in shares or in cash, must be reported by each taxable shareholder on his or her
federal income tax return. Dividends or distributions declared in October, November or December as of a record date
in such a month, if any, will be deemed to have been received by shareholders on December 31, if paid during January
of the following year. Redemptions of shares may result in tax consequences (gain or loss) to the shareholder and are
also subject to these reporting requirements. Investing in municipal bonds and other tax-exempt securities is not a
principal investment strategy of the Fund. Nonetheless, to the extent the Fund invests in municipal bonds that are not
exempt from the alternative minimum tax, some shareholders may be subject to the alternative minimum tax. Investors
should consult their tax advisers for more information.
Under the Code, the Fund will be required to report to the Internal Revenue Service all distributions of taxable income
and capital gains as well as gross proceeds from the redemption or exchange of Fund shares, except in the case of
certain exempt shareholders. Under the backup withholding provisions of Section 3406 of the Code, distributions of
taxable net investment income and net capital gain and proceeds from the redemption or exchange of the shares of a
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RIC may be subject to withholding of federal income tax in the case of non-exempt shareholders who fail to furnish
the investment company with their taxpayer identification numbers and with required certifications regarding their
status under the federal income tax law, or if the Fund is notified by the IRS or a broker that withholding is required
due to an incorrect TIN or a previous failure to report taxable interest or dividends. If the withholding provisions are
applicable, any such distributions and proceeds, whether taken in cash or reinvested in additional shares, will be
reduced by the amounts required to be withheld.
An additional 3.8% Medicare tax is imposed on certain net investment income (including ordinary dividends and
capital gains distributions received from the Fund and net gains from redemptions or other taxable dispositions of the
Fund’s shares) of U.S. individuals, estates and trusts to the extent that such person’s “modified adjusted gross income”
(in the case of an individual) or “adjusted gross income” (in the case of an estate or trust) exceeds certain threshold
amounts.
Adjusted cost basis information is required for covered securities, which generally include shares of a RIC, to the IRS
and to taxpayers. Shareholders should contact their financial intermediaries with respect to reporting of cost basis and
available elections for their accounts.
Options, Futures, Forward Contracts and Swap Agreements
To the extent such investments are permissible for the Fund, the Fund’s transactions in options, futures contracts,
hedging transactions, forward contracts, straddles and foreign currencies will be subject to special tax rules (including
mark-to-market, constructive sale, straddle, wash sale and short sale rules), the effect of which may be to accelerate
income to the Fund, defer losses to the Fund, cause adjustments in the holding periods of the Fund’s securities, convert
long-term capital gains into short-term capital gains and convert short-term capital losses into long-term capital losses.
These rules could therefore affect the amount, timing and character of distributions to shareholders.
To the extent such investments are permissible, certain of the Fund’s hedging activities (including its transactions, if
any, in foreign currencies or foreign currency-denominated instruments) are likely to produce a difference between its
book income and its taxable income. If the Fund’s book income exceeds its taxable income, the distribution (if any)
of such excess book income will be treated as (i) a dividend to the extent of the Fund’s remaining earnings and profits
(including earnings and profits arising from tax-exempt income), (ii) thereafter, as a return of capital to the extent of
the recipient’s basis in the shares, and (iii) thereafter, as gain from the sale or exchange of a capital asset. If the Fund’s
book income is less than taxable income, the Fund could be required to make distributions exceeding book income to
qualify as a RIC that is accorded special tax treatment.
Passive Foreign Investment Companies
Investment by the Fund in certain “passive foreign investment companies” (“PFICs”) could subject the Fund to a U.S.
federal income tax (including interest charges) on distributions received from the company or on proceeds received
from the disposition of shares in the company, which tax cannot be eliminated by making distributions to Fund
shareholders. However, the Fund may elect to treat a PFIC as a “qualified electing fund” (“QEF election”), in which
case the Fund will be required to include its share of the company’s income and net capital gains annually, regardless
of whether they receives any distribution from the company.
The Fund also may make an election to mark the gains (and to a limited extent losses) in such holdings “to the market”
as though it had sold and repurchased its holdings in those PFICs on the last day of the Fund’s taxable year. Such
gains and losses are treated as ordinary income and loss. The QEF and mark-to-market elections may accelerate the
recognition of income (without the receipt of cash) and increase the amount required to be distributed for the Fund to
avoid taxation. Making either of these elections therefore may require the Fund to liquidate other investments
(including when it is not advantageous to do so) to meet its distribution requirement, which also may accelerate the
recognition of gain and affect the Fund’s total return.
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Foreign Taxation
Income received by the Fund from sources within foreign countries may be subject to withholding and other taxes
imposed by such countries. Tax treaties and conventions between certain countries and the U.S. may reduce or
eliminate such taxes. If more than 50% of the value of the Fund’s total assets at the close of its taxable year consists
of securities of foreign corporations, the Fund may be able to elect to “pass through” to the Fund’s shareholders the
amount of eligible foreign income and similar taxes paid by the Fund. It is not generally expected that the Fund will
be eligible to make this election. If this election is made, a shareholder generally subject to tax will be required to
include in gross income (in addition to taxable dividends actually received) his or her pro rata share of the foreign
taxes paid by the Fund, and may be entitled either to deduct (as an itemized deduction) his or her pro rata share of
foreign taxes in computing his or her taxable income or to use it as a foreign tax credit against his or her U.S. federal
income tax liability, subject to certain limitations. In particular, a shareholder must hold his or her shares (without
protection from risk of loss) on the ex-dividend date and for at least 15 more days during the 30-day period surrounding
the ex-dividend date to be eligible to claim a foreign tax credit with respect to a gain dividend. No deduction for
foreign taxes may be claimed by a shareholder who does not itemize deductions. Each shareholder will be notified
within 60 days after the close of the Fund’s taxable year whether the foreign taxes paid by the Fund will “pass through”
for that year.
Generally, a credit for foreign taxes is subject to the limitation that it may not exceed the shareholder’s U.S. tax
attributable to his or her total foreign source taxable income. For this purpose, if the pass-through election is made,
the source of the Fund’s income will flow through to shareholders of the Fund. With respect to the Fund, gains from
the sale of securities will be treated as derived from U.S. sources and certain currency fluctuation gains, including
fluctuation gains from foreign currency-denominated debt securities, receivables and payables will be treated as
ordinary income derived from U.S. sources. The limitation on the foreign tax credit is applied separately to foreign
source passive income, and to certain other types of income. A shareholder may be unable to claim a credit for the full
amount of his or her proportionate share of the foreign taxes paid by the Fund. The foreign tax credit can be used to
offset only 90% of the revised alternative minimum tax imposed on corporations and individuals and foreign taxes
generally are not deductible in computing alternative minimum taxable income.
OTHER INFORMATION
Each share represents a proportional interest in the assets of the Fund. Each share has one vote at shareholder meetings,
with fractional shares voting proportionally, on matters submitted to the vote of shareholders. There are no cumulative
voting rights. Shares do not have pre-emptive or conversion or redemption provisions. In the event of a liquidation of
the Fund, shareholders are entitled to share pro rata in the net assets of the Fund available for distribution to
shareholders after all expenses and debts have been paid.
Legal Counsel
Stradley Ronon Stevens & Young, LLP, 2005 Market Street, Suite 2600, Philadelphia, PA 19103, acts as legal counsel
to the Fund.
Custodians
Millennium Trust Company, LLC, with principal offices at 2001 Spring Road, Oak Brook, IL 60523 and U.S. Bank,
N.A., with principal offices at 1555 N Rivercenter Dr, Suite 302, Milwaukee, WI 53212, serve as custodians for the
securities and cash of the Fund’s portfolio. Under each Custody Agreement, the respective custodian holds the Fund’s
assets in safekeeping and keeps all necessary records and documents relating to its duties, and may maintain custody
of the Fund’s assets with domestic and foreign subcustodians (which may be banks, trust companies, securities
depositories and clearing agencies) approved by the Trustees. Assets of the Fund are not held by the Advisor or
commingled with the assets of other accounts other than to the extent that securities are held in the name of a custodian
in a securities depository, clearing agency or omnibus customer account of such custodian.
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Independent Registered Public Accounting Firm
Deloitte & Touche LLP (“Deloitte”) is the independent registered public accounting firm for the Fund and will audit
the Fund’s financial statements. Deloitte is located at 555 Mission Street, San Francisco, CA 94105.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Trustees of AlphaCentric Prime Meridian Income Fund:
Opinion on the Financial Statements
We have audited the accompanying statement of assets and liabilities of AlphaCentric Prime Meridian Income Fund
(the “Fund”) as of November 30, 2019, the related statement of operations for the year then ended, and the related
notes. In our opinion, the financial statements present fairly, in all material respects, the financial position of the Fund
as of November 30, 2019, and the results of its operations for the year then ended in conformity with accounting
principles generally accepted in the United States of America.
Basis for Opinion
These financial statements are the responsibility of the Fund’s management. Our responsibility is to express an opinion
on the Fund’s financial statements based on our audit. We are a public accounting firm registered with the Public
Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to
the Fund in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.
We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Fund is not required to have, nor were we engaged to perform, an
audit of its internal control over financial reporting. As part of our audit we are required to obtain an understanding of
internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the
Fund’s internal control over financial reporting. Accordingly, we express no such opinion.
Our audit included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audit also
included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audit provides a reasonable basis
for our opinion.
Deloitte & Touche LLP
San Francisco, CA
December 27, 2019
We have served as the auditor of the Fund since 2019.
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AlphaCentric Prime Meridian Income Fund
Statement of Assets and Liabilities
November 30, 2019

Assets
Cash and cash equivalents
Deferred offering costs
Total assets

$

Liabilities
Due to Advisor
Total liabilities

100,000
39,548
139,548

39,548
39,548

Net assets

$

100,000

Net assets consist of:
Shares, 10,000 shares issued and outstanding, no par value,
25,000,000 shares authorized
Net assets

$
$

100,000
100,000

Net asset value per share ($100,000/10,000 shares)

$

10.00

The accompanying notes are an integral part of these financial statements and should be used in conjunction herewith.
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AlphaCentric Prime Meridian Income Fund
Statement of Operations
For the Year Ended November 30, 2019

Expenses
Organizational costs
Total expenses
Less: Expenses reimbursed by Advisor (see Note 3)
Net expenses

$

Net investment income

$

15,993
15,993
(15,993)
-

The accompanying notes are an integral part of these financial statements and should be used in conjunction herewith.
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1.

Organization

AlphaCentric Prime Meridian Income Fund (the “Fund”) was organized under the laws of the State of Delaware as a
statutory trust (“Trust”) on May 16, 2016. The Fund has had no operations through November 30, 2019, other than
those relating to organizational matters and the sale and issuance of 10,000 shares to AlphaCentric Advisors LLC (the
“Advisor”). The Fund will operate pursuant to an Agreement and Declaration of Trust (the “Trust Deed”). The Fund
is registered under the Investment Company Act of 1940, as amended (the “1940 Act”), as a closed-end, nondiversified management investment company. While non-diversified for 1940 Act purposes, the Fund intends to
comply with the diversification requirements of Subchapter M of the Internal Revenue Code of 1986, as amended (the
“Code”), as such requirements are described in more detail below. The Fund has no fixed termination date and will
continue unless the Fund is otherwise terminated under the terms of the Trust Deed or unless and until required by
law.
The Fund’s investment objective is to seek current income. The Fund seeks to achieve its investment objective by
investing, directly or indirectly, in loans to consumers, small- and mid-sized companies, loans backed by real estate,
and other borrowers originated through online platforms that provide a marketplace for lending (“Marketplace
Loans”). The Fund currently anticipates that its Marketplace Loans investments will originate predominantly from
lending platforms based in the United States, a substantial portion of which will be through purchases of whole loans.
The Advisor, a New York limited liability company, serves as the Fund’s investment advisor. The Advisor oversees
the day-to-day investment decisions for the Fund and continuously reviews, supervises and administers the Fund’s
investment program. Prime Meridian Capital Management, LLC, a Nevada limited liability company, serves as the
Fund’s investment sub-advisor (the “Sub-Advisor”). Under the general oversight by the Fund’s Board of Trustees (the
“Board”) and supervision by the Advisor, the Sub-Advisor is responsible for the day-to-day management of the Fund’s
investment portfolio. Both the Advisor and Sub-Advisor are registered as investment advisors under the Investment
Advisers Act of 1940, as amended.
The Board is responsible for overseeing the management and operations of the Fund on behalf of the Fund’s
shareholders. The Board is comprised of three independent trustees. Among other things, the Trustees adopt the
investment and other policies of the Fund, appoint officers to manage the Fund’s day-to-day operations, select the
Fund’s investment advisors and other service providers and approve their fees, provide ongoing oversight of the
performance of the Fund and its service providers, and oversee conflicts of interest as well as the Fund’s compliance
program.
The Fund will offer on a continuous basis through Foreside Fund Services, LLC (the “Distributor”) up to 25,000,000
shares of beneficial interest at an initial offering price of $10 per share. During the continuous offering, shares of the
Fund will be sold at the next determined net asset value per share. The Fund’s continuous offering is expected to
continue in reliance on Rule 415 under the Securities Act of 1933. Although the Fund will offer to repurchase at least
5% of outstanding shares on a quarterly basis in accordance with the Fund’s repurchase policy, the Fund will not be
required to repurchase shares at a shareholder’s option nor will shares be exchangeable for units, interests or shares
of any security.
The minimum initial investment in the Fund by a shareholder is $2,500 for regular accounts and $1,000 for retirement
plan accounts. Subsequent investments may be made with at least $100 under the Fund’s automatic investment
program. Subsequent investment not made pursuant to the automatic investment program may be made with at least
$1,000. The Fund reserves the right to waive minimum investment amounts.
2. Significant Accounting Policies
The following significant accounting policies are in conformity with United States generally accepted accounting
principles (“U.S. GAAP”). Such policies are consistently followed by the Fund in preparation of its financial
statements. Management has determined that the Fund is an investment company in accordance with the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 946, “Financial Services
– Investment Companies,” for the purpose of financial reporting. The preparation of the financial statements in
The accompanying notes are an integral part of these financial statements and should be used in conjunction herewith.
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conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements. Actual
results could differ from those estimates. The Fund’s financial statements are stated in U.S. dollars. Organizational
expenses are recorded as they are incurred, while offering expenses will be amortized over the twelve months from
the later of the commencement of the Fund’s operations or when incurred.
Cash and Cash Equivalents
Cash and cash equivalents consist of cash held on deposit and short-term highly liquid investments that are readily
convertible to known amounts of cash and have maturities of three months or less. Cash equivalents are recorded at
fair value. As of November 30, 2019, the Fund did not hold any cash equivalents.
Portfolio Valuation
It is anticipated that the vast majority of the Fund’s holdings will be in notes sourced through marketplace lending
platforms (“Marketplace Loans”) for which market quotations are not readily available. The Fund expects to engage
Duff & Phelps, LLC (“D&P”) to provide the fair value of the Fund’s Marketplace Loan holdings, pursuant to D&P
proprietary pricing procedures which utilize, among other inputs, a discounted cash flow approach that utilizes
historical data received from the clients/platforms, as well as proprietary loan level models and roll rates and
simulation-based FICO migration matrix and logit regression models based on historical data of similar investments
in loan/borrower characteristics, which estimate forecasted contractual cash flows for each loan for its remaining life,
and which incorporate adjustments for risk factors (such as default and prepayment). Yield is the par-yield derived
and recalibrated to loan performance to-date. The net asset value (or NAV) of shares of the Fund is determined daily.
The Fund has adopted a valuation policy which states that the unit of account is at the individual loan level and fair
valuation will be performed using inputs which incorporate borrower-level data that is updated as often as the NAV
is calculated to reflect new information regarding the borrower and loan. The Fund’s assets are priced at least as
frequently as the Fund’s shares are offered. The Fund did not hold any loans as of November 30, 2019.
Income Taxes
The Fund intends to elect to be treated as a regulated investment company (“RIC”) under Subchapter M of the Code
and intends each year to qualify and be eligible to be treated as such.
If the Fund qualifies as a RIC and satisfies certain distribution requirements, the Fund (but not its shareholders) will
not be subject to U.S. federal income tax to the extent it distributes its investment company taxable income and net
capital gain in a timely manner to its shareholders in the form of dividends or capital gain distributions.
Therefore, no provision for federal income tax should be required. Additionally, the Fund has concluded that there are
no significant uncertain tax positions that would require recognition in the financial statements as of November 30,
2019.
Distribution of Income and Gains
The Fund intends to declare and make distributions of investment company taxable income after payment of the Fund’s
operating expenses at least quarterly and net capital gains annually. Distributions from net realized gains for book
purposes may include short-term capital gains, which are included as ordinary income for tax purposes.
3. Management Fee, Related Party Transactions and Other
The Fund entered into a management agreement (“Management Agreement”) with the Advisor on October 10, 2019.
Under the terms of the Management Agreement, the Fund compensates the Advisor for its services at the annual rate
of 1.50% of the Fund’s daily net assets, payable on a monthly basis in arrears. The Sub-Advisor is paid by the Advisor,
not the Fund. As of November 30, 2019, the Fund did not incur management fees, as the Fund had not commenced
operations.

The accompanying notes are an integral part of these financial statements and should be used in conjunction herewith.
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The Fund entered into the Expense Limitation Agreement with the Advisor on October 17, 2019. Pursuant to the
Expense Limitation Agreement, the Advisor intends to contractually agree to waive its fees and/or pay Fund expenses
to the extent necessary to limit the annual Fund Operating Expenses (which includes the Fund’s organizational and
offering expenses (other than related legal fees which are paid by the Advisor) and ordinary operating expenses such
as advisory fees, but excluding acquired fund fees and expenses, distribution fees, loan servicing fees, brokerage
commissions and trading costs, interest (including borrowing costs and overdraft charges), taxes, short sale dividends
and interest expenses, as well as non-routine or extraordinary expenses, such as regulatory inquiry and litigation
expenses or Fund organization costs), to the extent that such Fund annual Operating Expenses exceed 1.95% of the
Fund’s average daily net assets. The Expense Limitation Agreement will remain in effect until at least January 31,
2021, unless and until the Board approves its modification or termination. After the initial term, the Expense
Limitation Agreement may by renewed at the Advisor’s and Board’s discretion. During the initial or any renewal
term, the agreement may be terminated only with the approval of the Board. In consideration of the Advisor’s
agreement to limit the annual Fund Operating Expenses, the Expense Limitation Agreement also provides that the
Advisor may recoup from the fund (1) any fees waived and/or expenses paid pursuant to the agreement for a period
of up to three years from the date of the waiver and/or expense payment, and (2) any organizational and offering
expenses of the Fund (excluding legal fees incurred in connection with the organization and initial offering of the
Fund) paid by the Advisor prior to the commencement of operations of the Fund for a period of up to three years from
the day the Fund commences operations, provided such recoupment does not cause the annual Fund Operating
Expenses to exceed the expense limit in effect when the fees were waived or expenses paid, or the expense limit in
effect at the time of the recoupment.
The Advisor has incurred organizational and offering costs on behalf of the Fund of $72,843 and $39,548, respectively.
The Advisor has agreed to permanently waive $50,850 of the organizational costs incurred, and the remainder of the
organizational and offering costs are subject to the recoupment provisions of the Expense Limitation Agreement.
Organizational expenses will be recorded as they are incurred and offering costs will be amortized over the twelve
months from the later of the commencement of the Fund’s operations or when incurred.
U.S. Bancorp Fund Services, LLC will serve as Administrator, Accounting Agent, and Transfer Agent. Millennium
Trust Company, LLC and U.S. Bank, N.A. will serve as custodians for the securities and cash, respectively, of the
Fund’s portfolio. As of November 30, 2019, there were no fees incurred from the service providers described above
as the Fund had not commenced operations.
As of November 30, 2019, the Adviser, as the sole shareholder in the Fund, owned 100% of the outstanding shares.
4. Indemnifications
The Trust indemnifies its officers and trustees for certain liabilities that may arise from the performance of their duties
to the Trust. Additionally, in the normal course of business, the Fund enters into contracts that contain a variety of
representations and warranties and which provide general indemnities. The Fund’s maximum exposure under these
arrangements is unknown, as this would involve future claims that may be made against the Fund that have not yet
occurred. However, based on experience, the risk of loss due to these warranties and indemnities appears to be remote.
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APPENDIX A
Sub-Advisor Proxy Voting Policies and Procedures
The SEC has adopted Rule 206(4)-6 under the Investment Advisers Act. Under this rule, registered investment
advisers that exercise voting authority over securities held in client portfolios are required to implement proxy voting
policies and describe those policies to their clients.
The Company provides investment advisory services to investment funds and may invest the assets of these funds in
securities issued by public and private issuers. When applicable, the Company has delegated authority to vote proxies
relating to such securities on behalf of the Funds it manages.
The Company’s Investment Committee is responsible for making all proxy voting decisions in accordance with these
proxy voting policy and procedures (the "Policy"). These decisions may be delegated to one or more portfolio
managers. The Investment Committee will designate the individual responsible for the actual voting of proxies in a
timely manner.
An important element of the Policy is that, while voting on all proxies should be considered, voting on every proxy or
all issues presented in a given proxy is not required by the Policy, unless refraining from such a vote would be
inconsistent with the economic best interests of the Funds and accounts. Some issues presented for a vote of security
holders may not be relevant to the voting objectives of the Policy, or it may not be reasonably possible to ascertain
what effect, if any, a vote on a given issue may have on the value of an investment.
The Policy attempts to generalize a complex subject. The Company may, from time to time, determine that it is in the
best interests of its clients to depart from specific policies described herein. The rationale for any such departure will
be memorialized in writing by the Investment Committee or the CCO.
General Policy
The general policy is to vote proxy proposals, amendments, consents or resolutions relating to client securities,
including interests in investment funds, if any (collectively, "proxies"), in a manner that serves the best interests of
the Funds managed by the Company, as determined by the Company in its discretion, and taking into account relevant
factors, including, but not limited to:
•

the impact on the value of the securities;

•

the anticipated costs and benefits associated with the proposal;

•

the effect on liquidity; and

•

customary industry and business practices.

Specific Voting Policies
Routine Matters
Routine matters are typically proposed by Management (as defined below) of a company and meet the following
criteria: (i) they do not measurably change the structure, management, control or operation of the company; (ii) they
do not measurably change the terms of, or fees or expenses associated with, an investment in the company; and (iii)
they are consistent with customary industry standards and practices, as well as the laws of the state of incorporation
applicable to the company.
For routine matters, when a determination has been made to vote a proxy, the Company will vote in accordance with
the recommendation of the company's management, directors, general partners, managing members or trustees
(collectively, the "Management"), as applicable, unless, in the Company's opinion, such recommendation is not in the
best interests of the investing Funds or accounts.

Non-Routine Matters
Non-routine matters involve a variety of issues and may be proposed by a company's Management or beneficial owners
(i.e., shareholders, members, partners, etc. (collectively, the "Owners"). Non-routine proxies may involve one or more
of the following: (i) a measurable change in the structure, management, control or operation of the company; (ii) a
measurable change in the terms of, or fees or expenses associated with, an investment in the company; or (iii) a change
that is inconsistent with industry standards and/or the laws of the state of incorporation applicable to the company.
1.

2.

Board Members
a.

Term Limits. The Company will generally vote for proposals to require a reasonable retirement
age (e.g., 72) for Board members, and will vote on a case-by-case basis on proposals to attempt
to limit tenure.

b.

Replacement. The Company will generally vote against proposals that make it more difficult to
replace Board members, including proposals:
•

to stagger the Board;

•

to overweight Management representation on the Board;

•

to introduce cumulative voting (cumulative voting allows the Owners to "stack" votes
behind one or a few individuals for a position on the Board, thereby giving minority
Owners a greater chance of electing the Board member(s));

•

to introduce unequal voting rights;

•

to create supermajority voting; or

•

to establish pre-emptive rights.

c.

Liability and Indemnification. In order to promote accountability, the Company will generally
vote against proposals to limit the personal liability of Board members for any breach of
fiduciary duty or failure to act in good faith.

d.

Ownership Issues. The Company will generally vote for proposals that require Management to
own a minimum interest in the company. The purpose of this policy is to encourage the
alignment of Management's interests with the interests of the company's Owners. However, the
Company will generally vote against proposals for stock options or other compensation that
grant an ownership interest for Management if such proposals offer greater than 15% of the
outstanding securities of a company because such options may dilute the voting rights of other
Owners of the company.

Compensation, Fees and Expenses

In general, the Company will vote against proposals to increase compensation, fees or expenses to be paid to
the company's Owners, unless the Company determines that the benefits resulting to the company and its
Owners justifies the increased compensation, fees or expenses.
3.

Voting Rights

The Company will generally vote against proposals:
•

to introduce unequal voting or dividend rights among the classes;

•

to change the amendment provisions of a company's charter documents by removing
Owner approval requirements;

•

to require supermajority (⅔) approval for votes rather than a simple majority (½);

•

to restrict the Owners' right to act by written consent; or

•

to restrict the Owners' right to call meetings, propose amendments to the articles of
incorporation or other governing documents of the company or nominate Board

members.
The Company will generally vote for proposals that eliminate any of the foregoing rights or requirements.
4.

Takeover Defenses and Related Actions

The Company will generally vote against any proposal to create any plan or procedure designed primarily to
discourage a takeover or other similar action, including "poison pills". Examples of "poison pills" include:
•

large increases in the amount of stock authorized but not issued;

•

blank check preferred stock (stock with a fixed dividend and a preferential claim on
company assets relative to common shares, the terms of which are set by the Board at a
future date without further action by the Owners);

•

compensation that would act to reward Management as a result of a takeover attempt,
whether successful or not, such as revaluing purchase price of stock options, or "golden
parachutes";

•

fixed price amendments that require a certain price to be offered to all Owners based on a
fixed formula; and

•

greenmail provisions that allow a company to make payments to a bidder in order to
persuade the bidder to abandon its takeover plans.

The Company will generally vote for proposals that eliminate any of the foregoing rights or requirements, as
well as proposals to:
•

require that golden parachutes or golden handcuffs be submitted for ratification by the
Owners; and

•

to opt out of state anti-takeover laws deemed by the Company to be detrimental.

The Company will generally vote on a case-by-case basis regarding other proposals that may be used to
prevent takeovers, such as the establishment of employee stock purchase or ownership plans.
5.

Reincorporation

The Company will generally vote for a change in the state of incorporation if the change is for valid business
reasons (such as reincorporating in the same state as the headquarters of any controlling company).
6.

Debt Issuance and Pledging of Assets for Debt

The Company will generally vote proxies relating to the issuance of debt, the pledging of assets for debt, and
an increase in borrowing powers on a case-by-case basis, taking into consideration relevant factors, including,
for example:

7.

•

the potential increase in the company's outstanding interests or shares, if any (e.g.,
convertible bonds); and

•

the potential increase in the company's capital, if any, over the current outstanding
capital.

Mergers or Acquisitions

The Company will vote proxies relating to mergers or acquisitions on a case-by-case basis, but will generally
vote for any proposals that the Company believes will offer fair value to its clients.
8.

Termination or Liquidation of the Company

The Company will vote proxies relating to the termination or liquidation of a company on a case-by-case
basis, taking into consideration one or more of the following factors:
•

terms of liquidation;

•

past performance of the company; and

•
9.

strategies employed to save the company.

Social & Environmental Issues and Corporate Responsibility

The Company will vote proxies relating to social and environmental issues on a case-by-case basis, but will
generally vote for any proposals that will reduce discrimination, improve protections to minorities and
disadvantaged classes, and increase conservation of resources and wildlife.
The Company will generally vote against any proposals that place arbitrary restrictions on the company's
ability to invest, market, enter into contractual arrangements or conduct other activities. The Company will
also generally vote against proposals:
•

to bar or restrict charitable contributions; or

•

to limit corporate political activities.

10. All Other Matters
All other decisions regarding proxies will be determined on a case-by-case basis taking into account the
general policy, as set forth above.
Abstaining from Voting or Affirmatively Not Voting
In certain circumstances, the Company will abstain from voting (which generally requires submission of a
proxy voting card) or affirmatively decide not to vote if the Company determines that abstaining or not voting is in
the best interests of the Fund or account. In making such a determination, the Company will consider various factors,
including, but not limited to:
1. the relative costs and benefits associated with exercising the proxy;
2. any legal restrictions on trading resulting from the exercise of a proxy;
3. whether the Company has sold the underlying securities since the record date for the proxy;
4. the relationship between the voting issue and the enhancement or preservation of an investment’s value;
and
5. whether the objectives of the Policy are more or less likely to be realized by voting a security.
interest.

The Company will not abstain from voting or affirmatively decide not to vote merely to avoid a conflict of
Conflicts of Interest

At times, conflicts may arise between the interests of the investing Funds or accounts, on the one hand, and the interests
of the Company or its affiliates, on the other hand. If the Company determines that it has, or may be perceived to have,
a conflict of interest when voting a proxy, the Company will address matters involving such conflicts of interest as
follows:
1.

If a proposal is addressed by the specific policies herein, the Company will vote in accordance with such
policies;

2.

If the Company believes it is in the best interest of the investing Funds or accounts to depart from the
specific policies provided for herein, the Company will be subject to the requirements of C or D below,
as applicable;

3.

If the proxy proposal is (a) not addressed by the specific policies or (b) requires a case-by-case
determination by the Company, the Company may vote such proxy as it determines to be in the best
interest of the investing Funds or accounts, without taking any action described in D below, provided
that such vote would be against the Company's own interest in the matter (i.e., against the perceived or
actual conflict). The Company will memorialize the rationale of such vote in writing; and

4.

If the proxy proposal is (a) not addressed by the specific policies or (2) requires a case-by-case
determination by the Company, and the Company believes it should vote in a way that may also benefit,
or be perceived to benefit, its own interest, then the Company must take one of the following actions in

voting such proxy: (a) delegate the voting decision for such proxy proposal to an independent third party;
(b) delegate the voting decision to an independent committee of partners, members, directors or other
representatives of the Funds or accounts, as applicable; (c) inform the investors in the investing Funds
of the conflict of interest and obtain majority consent to vote the proxy as recommended by the Company;
or (d) obtain approval of the decision from the Company’s CCO and third party Legal Advisors.
Procedures for the Proxies
The Investment Committee will be responsible for determining whether the Company will exercise its authority to
vote a proxy and whether each proxy is for a “routine” matter or not, as described above. When a determination has
been made to vote a proxy, all proxies identified as “routine” will be voted in accordance of the Policies. Any proxies
that are not clearly “routine” will be submitted to the Investment Committee, which will determine how to vote each
such proxy by applying the Policies.
In the event the Company determines that the investing Funds should rely on the advice of an independent third party
or a committee regarding the voting of a proxy, the Company will submit the proxy to such third party or committee
for a decision.
Record of Proxy Voting
The CCO, or their designee, will maintain, or have available, written or electronic copies of each proxy statement
received and of each executed proxy.
The CCO, or their designee, will maintain records related to each proxy. The Company will maintain a record of each
written request from an investor in a Fund for proxy voting information and the Company’s written response to any
request (oral or written) from an investor in a Fund for proxy voting information.
The CCO, or their designee, will maintain such records in its offices for two years from the end of the fiscal year
during which the record was created, and for an additional three years in an easily accessible place.

