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Dear Shareholder, 

For the time period July 1, 2022-December 31, 2022, the Lisanti Small Cap Growth Fund underperformed 
its benchmark, the Russell 2000 Growth Index.  The Information Technology, Financials and Consumer 
Discretionary sectors were of benefit to the portfolio, while the Health Care, Industrials and Energy sectors 
were of detriment to the portfolio. The trends seen in the first half of 2022 continued in the back half of 
2022, with lower valuation, higher yielding stocks outperforming their growthier brethren—those with high 
Return on Invested Capital and high quality characteristics.   Unlike the first half of the year, the back half 
of 2022 saw a bit more differentiation among companies.  However, pressures on companies that missed 
earnings or underperformed on any metric continued to be quite intense, and certain sectors—mainly those 
that were higher growth, with concurrent higher relative valuations—continued to see significant downward 
pressure.  

We benefitted from our investment in semiconductors and idiosyncratic companies tied to the rural telecom 
infrastructure buildout and industrial automation in Information Technology in the back half of the year, 
our focus on insurers in Financials and our overweight in Consumer Discretionary stocks.  The valuation 
compression in the consumer discretionary sector was severe as investors assumed that a recession was 
imminent.  This meant that investors heavily discounted forward earnings estimates and in many cases 
assumed significant earnings declines would occur in the back half of 2022.  When those earnings declines 
failed to materialize, many of the stocks outperformed.  A good example of this phenomenon was Crocs.  
Crocs stock declined to the high $40s-low $50s in late June/early July, which equated to a price/earnings 
ratio of 6.0x 2021 earnings, as investors grew concerned that Crocs would see earnings decline in 2022.  
While the company has yet to report the fourth quarter of 2022, Crocs appears to be on track to have grown 
earnings over 20% in 2022; as investors began to realize the resiliency of the company’s business model, 
the stock moved up in the back half of 2022.  

While we had some successes, we also had some disappointments: in the Industrials sector, we had 
several earnings disappointments, most notably Dycom Industries and Mercury International, both of which 
experienced bumps in their growth paths; SunRun, which declined as investors grew concerned over rising 
interest rates and their impact on residential solar installations; and Chart Industries, which announced an 
acquisition that would significantly increase its debt level, with no clear plan at the time of the announcement 
for how the financing would occur and only limited availability of the growth profile of the acquisition.  Health 
Care suffered from the decline of the biotech space; although we were underweight that subsector, we did 
have some investments in that area and those stocks were under pressure as most of them will not earn 
money for years; we also saw continued disappointment in pharmaceutical and device companies tied to 
procedures, such as Pacira Biosciences, Vericel, and Orthopedics Inc. Our underweight position in the Energy 
sector was also of detriment to the portfolio in the second half of 2022.  

For the year ended December 31, 2022, the Lisanti Small Cap Growth Fund underperformed its benchmark, 
the Russell 2000 Growth Index. As you know, the level of underperformance relative to the benchmark is rare 
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for us and is typically only seen at the end of severe corrections or towards market bottoms—2008-2009 
was the last period in which this occurred. 

Our investment process is forward looking; that is because we believe, when one invests in publicly traded 
smaller growth companies, their ultimate value depends upon their future—what they will become—as much 
as it does what they are now, in the present.  We believe that it is their ability to drive earnings growth and 
returns in investment above the rate at which the typical public company can grow, that drives their stock 
prices and their ultimate value on the public markets.  When investors grow fearful of the future—particularly 
when that fear is driven by, in part, concerns over an economic downturn—investors tend to discount future 
earnings estimates, and are unwilling to pay premiums for a future that appears uncertain. Thus, the two 
main fundamental drivers of our investment process don’t work as well during those periods.  Additionally, 
our investment discipline pushes us to identify companies whose stocks, we believe, are mispriced relative 
to their growth prospects. Thus, as we move through the latter stages of a significant decline, we focus 
on identifying the companies that can withstand the economic slowdown and come out of it positioned 
to accelerate their growth and profitability. Our investment process can sometimes cause us to be a bit 
early in identifying those companies—again, because we are looking forward-- and investing in them, during 
significant stock declines—detract from performance.  

We believe there will be wide disparity in individual companies’ ability to manage through this slowdown. We 
are focused on several elements that we believe will create a higher probability of companies successfully 
navigating and emerging from the slowdown strongly positioned to grow: the ability to raise prices and the 
presence of internal growth drivers—such as new products, new areas of business, or the ability to increase 
the value of the service or product the company offers to its end customers. As always, with a fundamentally 
driven process, the key is in the details of how the company grows, and how it plans to grow. We are 
extremely focused on identifying those details and putting them through the filter of our experience, to make 
a judgement about how likely the company is to successfully navigate the economic backdrop and how well 
it will be positioned to accelerate growth as we move through the slowdown/recession and into the recovery. 

As we moved through the fourth quarter of 2022, we saw an interesting dichotomy develop in the market: 
the top-down strategists became more and more insistent that a recession was coming and that corporate 
earnings would be negatively impacted. At the same time, the managements of many smaller companies 
were actively reaching out to investors, either through attendance at conferences, or non-deal roadshows, 
to speak about their future growth prospects. In our experience, company managements only do that 
when they believe their stocks are “cheap” relative to their prospective fundamentals. As you know, small 
companies are often “the canaries in the coal mine” when it comes to economic activity; they tend to see 
changes in economic activity before the larger, S&P 500 companies do. We saw literally hundreds of smaller 
growth companies in the four months from September 1, 2022, through mid-January of 2023. Based on our 
conversations with them, we draw several conclusions:



LISANTI SMALL CAP GROWTH FUND
A MESSAGE TO OUR SHAREHOLDERS (Unaudited)
DECEMBER 31, 2022

3

• The odds of a “soft landing” have increased. Aside from housing, there is very little slowdown 
in industrial activity; and consumer spending, although slowing on the margin, is holding up 
reasonably well.  Many of the companies with whom we spoke continue to have backlogs that 
run 12 months out or more; a normalization of the supply chain may allow them to pull forward 
some sales in 2023, increasing the odds that they could exceed analysts’ expectations.  While 
it is normal to expect backlogs to decline, there is no indication that demand has slowed.

• Margins may improve in 2023 vs. 2022. Many smaller companies experienced significant 
increases in the cost of doing business in 2022. As prices for shipping costs and commodities 
normalize, they are in a position to see margin improvement in 2023, which may lessen the 
impact of any slowdown in sales, should it materialize. This situation may be unique to smaller 
companies, since they were at the tail end of the “food chain” on many of these situations and 
thus may have seen sharper increases in prices than the larger companies who had more pull 
with shippers, etc. because of their size. But if this turns out to be an accurate assessment, 
earnings may be better than expected for many smaller companies in 2023. 

We realize that this message is in direct contradiction to what some market strategists are saying, and we 
also realize that the Index of Leading Economic Indicators may suggest a more negative scenario. However, 
we believe it is possible that some of the normalization of backlogs may be distorting the LEIs (for instance, 
many smaller companies are refusing to take orders more than 12 months out, which means orders decline 
precipitously).  Again, we think the base case is a mild recession, with rates remaining higher for longer 
due to the tightness in the labor market.  Economists have estimated that we are still “short” 2.5 million 
employees; we believe that means that any individuals that are laid off will have an easier time finding work, 
which argues for the unemployment rate to stay low. We think this means that idiosyncratic drivers of growth 
and individual company fundamentals will increasingly matter more than top down, macroeconomic views.  

Leaving aside the cyclical economic issues, we believe that secular challenges will remain, which may cause 
growth to be slower, or more volatile, than in the past.  We are in the midst of multiple transitions:

• A generational transition with employment, as the baby boomers retire and the millennials and 
the generations after them become more of a force in the workplace.  As we know, they have 
different requirements from the workplace and different values from previous generations and 
expect that to transform the way we work, in some cases, permanently. Those changes may 
challenge commercial real estate and municipal and state tax bases.
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• A transition from one source of energy (fossil fuels) to multiple sources of energy, including 
“clean energy”.  This will cause major new infrastructure to arise, as we transition to various 
other forms of energy such as electric, hydrogen, and smaller nuclear reactors to replace 
the declining fossil fuel energy complex. While this creates increased costs, it also creates 
significant opportunities. We have seen some of the potential of that change as we begin to 
move electric vehicles into the mainstream; there is more to come as we begin to transition our 
real estate infrastructure to cleaner forms of energy over the next decade.

• A restructuring of supply chains, to reflect the increased uncertainty in the world, and the cost 
of being halfway around the world from end markets.  In a world where political tensions were 
minimized, being truly global with supply chains was a strong positive.  In a world where political 
tensions are rising, we see many companies rethinking that strategy.  Restructuring supply 
chains will be an expensive but necessary undertaking and will take a decade or longer to 
complete.  Again, as with the energy transition, it will give rise to both risks and opportunities.   

As a result of all of these transitions described above, we believe we are in an investment backdrop that has 
secularly higher inflation, secularly higher interest rates, and secularly slower growth than the world before 
the pandemic. This is not necessarily a bad thing—we believe there will still be opportunities to provide 
alpha for investors—but it does imply that investors must think a bit differently about opportunity and risk 
in the future.  

To reflect this, we have repositioned the portfolio as follows:

• Overweight Consumer—focused on companies that should see margin relief this year as 
freight costs and commodity costs decline, and that have a strong value proposition to offer 
consumers with their goods and/or experiences.

• Overweight Technology with a focus on Industrial Automation, AI, very select software companies 
that lower costs and improve productivity, and companies that are tied to alternative energy 
(electric vehicles, solar, etc.).

• Overweight Industrials with a focus on companies benefitting from Aerospace/defense cycle, 
government spending, automation, artificial intelligence, and electric vehicles/alternative 
energy.
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• Underweight Healthcare—focused on biopharma companies with strong new product pipelines, 
healthcare service companies that lower costs, and medtech companies that lower costs and 
improve outcomes in areas that are “must do” as opposed to “nice to do”.

 
• Underweight financials due to concerns over credit quality; focused on those companies that 

benefit from rising rates and can raise prices.

• Market weight Consumer Staples—focused on specialty staples which can take price.

• Market weight Energy with a focus on oil services, particularly international.

• Underweight communications services, real estate and utilities.

As we look forward into 2023, we see a more benign environment for our style of investing than in 2022.  
2022 had a number of unusual attributes that we do not think will be repeated:

• Shocks to the system:  We had several shocks—the geopolitical shock, the inflation shock, the 
supply chain shock—that made forecasting the year very difficult.  

• Negative trading environment: 54% of the trading days in 2022 saw the Russell 2000 Index 
decline; this was the second highest percentage of down days since 1984.  

• High correlation among asset classes: Asset correlations were the highest in over 40 years.

• Significant multiple compression: according to Credit Suisse, low P/E stocks outperformed 
high P/E stocks by a wide amount.  In the Russell 2000 Index, according to Credit Suisse, low 
P/E stocks outperformed high P/E stocks by 37.7%. In the Russell 1000 Growth Index, low P/E 
stocks outperformed high P/E stocks by 34.7%.  Healthcare had the greatest outperformance 
by low P/E stocks, at 41%.  Again, we historically have only seen this kind of disparity at the 
end of a cycle of underperformance of smaller companies.  

 

As we always do at the end of every year, we examine our investment process to see what areas need to be 
strengthened and what we need to tweak. As we look into 2023, we have broadened our number of holdings 
from the usual 70-90, to 70-100.  We believe that increasing the number of names slightly may dampen the 
volatility.  We are also moving down in market capitalization.  Our average weighted market capitalization is 
still over the Index’s--$4.36 billion, versus $3.35 billion for the Russell 2000 Growth Index.  We are working 
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to move our average weighted market capitalization to below $4.0 billion by increasing the weighting in 
stocks with market capitalizations between $1.0 and $3.0 billion.  

We are making these changes because we believe that we may be at the beginning of cycle of outperformance 
for smaller capitalization stocks.  The last cycle of outperformance occurred over a decade ago, in 1999-2010. 
The secular challenges we describe above, as well as the valuation disparity between smaller companies and 
larger companies, remind us of the 1975-1983 time frame, and the 1990-1996 period; both of those were 
periods of reasonably slower economic growth, as we made numerous transitions in the economy.  These 
were also periods in which smaller capitalization companies outperformed larger capitalization companies, 
as they experienced faster earnings growth and had more reasonable valuations.  If we are correct in our 
assessment that we are at the beginning of a new profit cycle for smaller companies, owning a few more 
names and moving smaller in market capitalization may be of benefit in delivering alpha to you, our investors. 

We look for companies that have three components: strong secular trends driving their growth (secular 
growth stocks); companies that are able to drive growth through their own internal initiatives (structural 
growth stocks); and those companies that are in the midst of operational improvements/turnarounds 
(transformational growth).  We believe this focus is much more important than “value” or “growth” moniker, 
as the market continues the transition to an earnings driven, fundamentally focused environment. 

 
We continue to work hard on your behalf; we thank you for your investment in the Fund.  

All of us at Lisanti Capital Growth wish you and yours a happy, healthy and prosperous 2023. 

 

Sincerely,

 

Mary Lisanti, CFA 
President & Portfolio Manager

IMPORTANT RISKS AND DISCLOSURES 

An investment in the Fund is subject to risk, including the possible loss of principal amount invested. The 
Fund invests in smaller companies, which carry greater risk than is associated with larger companies for 
various reasons such as narrower markets, limited financial resources and less liquid stock. The Fund’s 
investments in growth securities may be more sensitive to company earnings and more volatile than the 
market in general. Investments in technology companies are vulnerable to factors affecting that sector, 
such as dependency on consumer and business acceptance as new technology evolves. Investments in 
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the Industrial sector can be significantly affected by business cycle fluctuations, worldwide economy growth, 
government and corporate spending and others. Investments in Health Care companies may be affected by 
government regulations and government healthcare programs, changes in the cost of medical products and 
services, limited product lines, product liability claims, and patent protection, among other factors. 

The views in this report were those of the Fund manager as of December 31, 2022, and may not necessarily 
reflect her views on the date this report is first published or anytime thereafter. These views are intended to 
assist shareholders in understanding the Fund’s investment methodology and do not constitute investment 
advice. Although the Fund manager believes she has a reasonable basis for any opinions or views expressed, 
actual results may differ, sometimes significantly so, from those expected or expressed. All current and future 
holdings of the Fund are subject to risk and are subject to change.
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The following chart reflects the change in the value of a hypothetical $10,000 investment, including reinvested dividends and 
distributions, in the Lisanti Small Cap Growth Fund (the “Fund”) compared with the performance of the benchmark, Russell 2000 
Growth Index (“Russell 2000 Growth”), over the past ten fiscal years. The Russell 2000 Growth, the Fund‘s primary performance 
benchmark, measures the performance of those Russell 2000 Growth companies with higher price-to-value ratios and higher forecasted 
growth values. The total return of the index includes the reinvestment of dividends and income. The total return of the Fund includes 
operating expenses that reduce returns, while the total return of the index does not include expenses. The Fund is professionally 
managed, while the index is unmanaged and is not available for investment. 

Comparison of Change in Value of a $10,000 Investment  
Lisanti Small Cap Growth Fund vs. Russell 2000 Growth Index
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Lisanti Small Cap Growth Fund Russell 2000 Growth Index

        
   

Average Annual Total Returns 
Periods Ended December 31, 2022 One Year Five Year Ten Year

Lisanti Small Cap Growth Fund   -37.37%   5.48%   10.79%

Russell 2000 Growth Index   -26.36%   3.51%   9.20%

Performance data quoted represents past performance and is no guarantee of future results. Current performance may be 
lower or higher than the performance data quoted. Investment return and principal value will fluctuate so that shares, when redeemed, 
may be worth more or less than original cost. For the most recent month-end performance, please call (800) 441-7031. As stated in the 
Fund’s prospectus, the annual operating expense ratio (gross) is 1.56%. However, the Fund’s adviser has contractually agreed to waive 
its fee and/or reimburse Fund expenses to limit Total Annual Fund Operating Expenses After Fee Waiver and/or Expense Reimbursement 
(excluding all taxes, interest, portfolio transaction expenses, proxy expenses, and extraordinary expenses) to 1.35%, through April 30, 2023 
(the “Expense Cap”). The Expense Cap may be raised or eliminated only with the consent of the Board of Trustees. The Adviser may be 
reimbursed by the Fund for fees waived and expenses reimbursed by the Adviser pursuant to the Expense Cap if such payment is made 
within three years of the fee waiver or expense reimbursement, and does not cause the Total Annual Fund Operating Expenses After Fee 
Waiver and/or Expense Reimbursement to exceed the lesser of (i) the then-current expense cap, or (ii) the expense cap in place at the time 
the fees/expenses were waived/reimbursed. Total Annual Fund Operating Expenses After Fee Waiver and/or Expense Reimbursement will 
increase if exclusions from the Expense Cap apply. During the period, certain fees were waived and/or expenses reimbursed; otherwise, 
returns would have been lower. Prior to September 19, 2022, shares redeemed within 30 days of purchase were charged a 1.00% 
redemption fee.  The performance table and graph do not reflect the deduction of taxes that a shareholder would pay on Fund distributions 
or the redemption of Fund shares. Returns greater than one year are annualized. 
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Shares Security Description Value

Common Stock - 97.7%
Communication Services - 1.1%
   6,210 Iridium Communications, Inc. (a)  $  319,194 
   32,960 Magnite, Inc. (a)    349,047 

   668,241 
Consumer Discretionary - 15.7%
   9,450 Academy Sports & Outdoors, Inc.    496,503 
   10,605 Boot Barn Holdings, Inc. (a)    663,024 
   10,165 Crocs, Inc. (a)    1,102,191 
   1,035 Deckers Outdoor Corp. (a)    413,131 
   7,820 Gentherm, Inc. (a)    510,568 
   10,110 KB Home    322,003 
   3,410 Meritage Homes Corp. (a)    314,402 
   1,795 Oxford Industries, Inc.    167,258 
   15,570 Planet Fitness, Inc., Class A (a)    1,226,916 
   21,240 Taylor Morrison Home Corp., 

Class A (a)    644,634 
   6,805 Texas Roadhouse, Inc.    618,915 
   2,360 Visteon Corp. (a)    308,759 
   6,670 Wingstop, Inc.    917,925 
   49,475 Xponential Fitness, Inc., Class A (a)    1,134,462 
   15,710 YETI Holdings, Inc. (a)    648,980 

   9,489,671 
Consumer Staples - 6.2%
   8,645 Celsius Holdings, Inc. (a)    899,426 
   29,635 elf Beauty, Inc. (a)    1,638,816 
   8,060 Freshpet, Inc. (a)    425,326 
   5,505 MGP Ingredients, Inc.    585,622 
   14,520 Sovos Brands, Inc. (a)    208,652 

   3,757,842 
Energy - 7.3%
   13,840 ChampionX Corp.    401,221 
   15,375 Matador Resources Co.    880,065 
   36,890 Patterson-UTI Energy, Inc.    621,228 
   103,260 TechnipFMC PLC (a)    1,258,739 
   24,630 Weatherford International PLC (a)    1,254,160 

   4,415,413 
Financials - 1.6%
   3,595 Kinsale Capital Group, Inc.    940,164 

Health-Care - 8.2%
   5,190 Apellis Pharmaceuticals, Inc. (a)    268,375 
   10,530 Axonics, Inc. (a)    658,441 
   12,505 Halozyme Therapeutics, Inc. (a)    711,534 
   15,035 Harmony Biosciences Holdings, 

Inc. (a)    828,428 
   7,730 Intra-Cellular Therapies, Inc. (a)    409,072 
   16,515 IVERIC bio, Inc. (a)    353,586 
   860 Karuna Therapeutics, Inc. (a)    168,990 
   1,210 Madrigal Pharmaceuticals, Inc. (a)    351,203 

Shares Security Description Value

Health-Care - 8.2% (continued)
   13,595 TransMedics Group, Inc. (a)  $  839,083 
   14,850 Veracyte, Inc. (a)    352,391 

   4,941,103 
Health-Care Equipment & Services - 16.9%
   11,090 Acadia Healthcare Co., Inc. (a)    912,929 
   18,870 AdaptHealth Corp. (a)    362,681 
   5,775 Addus HomeCare Corp. (a)    574,555 
   9,555 Globus Medical, Inc. (a)    709,650 
   12,885 Haemonetics Corp. (a)    1,013,405 
   28,750 Inmode, Ltd. (a)    1,026,375 
   5,465 Inspire Medical Systems, Inc. (a)    1,376,524 
   15,120 Paragon 28, Inc. (a)    288,943 
   5,025 Penumbra, Inc. (a)    1,117,862 
   1,390 Shockwave Medical, Inc. (a)    285,798 
   20,360 Silk Road Medical, Inc. (a)    1,076,026 
   28,340 Supernus Pharmaceuticals, Inc. (a)    1,010,888 
   4,845 Surgery Partners, Inc. (a)    134,982 
   1,310 The Ensign Group, Inc.    123,939 
   8,075 Treace Medical Concepts, Inc. (a)    185,644 

   10,200,201 
Industrials - 18.2%
   3,600 AeroVironment, Inc. (a)    308,376 
   6,005 Applied Industrial Technologies, 

Inc.    756,810 
   5,550 Arcosa, Inc.    301,587 
   53,975 Array Technologies, Inc. (a)    1,043,337 
   8,070 Casella Waste Systems, Inc. (a)    640,032 
   5,500 Clean Harbors, Inc. (a)    627,660 
   2,230 Curtiss-Wright Corp.    372,388 
   15,235 Evoqua Water Technologies 

Corp. (a)    603,306 
   21,440 Fluor Corp. (a)    743,110 
   13,610 Huron Consulting Group, Inc. (a)    988,086 
   2,860 Kirby Corp. (a)    184,041 
   12,795 Knight-Swift Transportation 

Holdings, Inc.    670,586 
   14,705 Montrose Environmental Group, 

Inc. (a)    652,755 
   2,120 SiteOne Landscape Supply, Inc. (a)    248,718 
   9,755 SPX Technologies, Inc. (a)    640,416 
   4,130 Tecnoglass, Inc.    127,080 
   9,260 Terex Corp.    395,587 
   26,180 The AZEK Co., Inc. (a)    531,978 
   26,125 WillScot Mobile Mini Holdings 

Corp. (a)    1,180,066 
   11,015,919 
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Shares Security Description Value

Information Technology - 18.2%
   18,000 Aehr Test Systems (a)  $  361,800 
   3,825 Ambarella, Inc. (a)    314,530 
   10,875 Axcelis Technologies, Inc. (a)    863,040 
   6,220 Belden, Inc.    447,218 
   18,295 Box, Inc. (a)    569,523 
   13,930 Calix, Inc. (a)    953,230 
   15,260 Clear Secure, Inc.    418,582 
   21,495 Digi International, Inc. (a)    785,642 
   3,700 ExlService Holdings, Inc. (a)    626,891 
   4,240 Gitlab, Inc., Class A (a)    192,666 
   34,280 Harmonic, Inc. (a)    449,068 
   10,720 MACOM Technology Solutions 

Holdings, Inc. (a)    675,146 
   26,150 Model N, Inc. (a)    1,060,644 
   23,675 PagerDuty, Inc. (a)    628,808 
   6,885 PDF Solutions, Inc. (a)    196,360 
   20,990 PowerSchool Holdings, Inc. (a)    484,449 
   17,335 Shift4 Payments, Inc., Class A (a)    969,546 
   3,215 SiTime Corp. (a)    326,708 
   5,455 SPS Commerce, Inc. (a)    700,586 

   11,024,437 
Technology - 4.3%
   40,470 Extreme Networks, Inc. (a)    741,006 
   4,020 Impinj, Inc. (a)    438,903 
   16,950 Instructure Holdings, Inc. (a)    397,308 
   15,835 Lattice Semiconductor Corp. (a)    1,027,375 

   2,604,592 
Total Common Stock (Cost $55,789,573)    59,057,583 

Shares Security Description Value

Money Market Fund - 2.5%
   1,515,048 First American Treasury 

Obligations Fund, 
Class X, 4.20% (b)

(Cost $1,515,048)    1,515,048 

Investments, at value - 100.2% (Cost 
$57,304,621)  $  60,572,631 
Other Assets & Liabilities, Net - (0.2)%    (98,147 )
Net Assets - 100.0%  $  60,474,484 

(a) Non-income producing security.
(b) Dividend yield changes daily to reflect current market 

conditions. Rate was the quoted yield as of December 
31, 2022.

 

 

The following is a summary of the inputs used to value the 
Fund's investments as of December 31, 2022. 

The inputs or methodology used for valuing securities are not 
necessarily an indication of the risks associated with investing 
in those securities. For more information on valuation inputs, 
and their aggregation into the levels used in the table below, 
please refer to the Security Valuation section in Note 2 of the 
accompanying Notes to Financial Statements.

Valuation Inputs
Investments in 

Securities
Level 1 - Quoted Prices  $  59,057,583 
Level 2 - Other Significant Observable Inputs    1,515,048 
Level 3 - Significant Unobservable Inputs    – 
Total  $  60,572,631 

The Level 1 value displayed in this table is Common Stock. The 
Level 2 value displayed in this table is a Money Market Fund. Refer 
to this Schedule of Investments for a further breakout of each 
security by industry.  

PORTFOLIO HOLDINGS (Unaudited) 
% of Total Investments
Communication Services   1.1 %
Consumer Discretionary   15.7 %
Consumer Staples   6.2 %
Energy   7.3 %
Financials   1.5 %
Health-Care   8.2 %
Health-Care Equipment & Services   16.8 %
Industrials   18.2 %
Information Technology   18.2 %
Technology   4.3 %
Money Market Fund   2.5 %

  100.0 %
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ASSETS
Investments, at value (Cost $57,304,621)  $  60,572,631 
Receivables:

Fund shares sold    214,234 
Dividends    5,148 

Prepaid expenses    12,278 
Total Assets    60,804,291 

LIABILITIES
Payables:

Fund shares redeemed    256,256 
Accrued Liabilities:

Investment adviser fees    9,439 
Fund services fees    17,214 
Other expenses    46,898 

Total Liabilities    329,807 

NET ASSETS  $  60,474,484 

COMPONENTS OF NET ASSETS
Paid-in capital  $  88,355,066 
Accumulated loss    (27,880,582 )

NET ASSETS  $  60,474,484 

SHARES OF BENEFICIAL INTEREST AT NO PAR VALUE (UNLIMITED SHARES AUTHORIZED)    3,818,600 

NET ASSET VALUE  $  15.84 
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INVESTMENT INCOME
Dividend income (Net of foreign withholding taxes of $51)  $  364,956 

Total Investment Income    364,956 

EXPENSES
Investment adviser fees    804,686 
Fund services fees    262,704 
Shareholder service fees    181,929 
Custodian fees    10,322 
Registration fees    22,492 
Professional fees    42,344 
Trustees' fees and expenses    6,746 
Other expenses    82,599 

Total Expenses    1,413,822 
Fees waived     (274,732 )

Net Expenses    1,139,090 

NET INVESTMENT LOSS    (774,134 )

NET REALIZED AND UNREALIZED GAIN (LOSS)
Net realized loss on investments    (30,199,467 )
Net change in unrealized appreciation (depreciation) on investments    (12,386,669 )

NET REALIZED AND UNREALIZED LOSS    (42,586,136 )
DECREASE IN NET ASSETS RESULTING FROM OPERATIONS  $  (43,360,270 )
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For the Years Ended December 31,
2022 2021

OPERATIONS
Net investment loss  $  (774,134 )  $  (1,126,276 )
Net realized gain (loss)    (30,199,467 )    15,518,297 
Net change in unrealized appreciation (depreciation)    (12,386,669 )    (5,524,730 )

Increase (Decrease) in Net Assets Resulting from Operations    (43,360,270 )    8,867,291 
         
DISTRIBUTIONS TO SHAREHOLDERS
Total Distributions Paid    (1,685,297 )    (24,201,298 )
         
CAPITAL SHARE TRANSACTIONS

Sale of shares    45,579,915    35,793,465 
Reinvestment of distributions    1,255,349    22,707,455 
Redemption of shares    (46,428,689 )    (20,983,404 )
Redemption fees    2,141    2,361 

Increase in Net Assets from Capital Share Transactions    408,716    37,519,877 
Increase (Decrease) in Net Assets    (44,636,851 )    22,185,870 
         
NET ASSETS

Beginning of Year    105,111,335    82,925,465 
End of Year  $  60,474,484  $  105,111,335 

SHARE TRANSACTIONS
Sale of shares    2,269,859    1,101,079 
Reinvestment of distributions    75,626    915,993 
Redemption of shares    (2,577,880 )    (644,518 )

Increase (Decrease) in Shares    (232,395 )    1,372,554 
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These financial highlights reflect selected data for a share outstanding throughout each year.

For the Years Ended December 31,

2022 2021 2020 2019 2018

NET ASSET VALUE, Beginning of Year  $  25.95  $  30.96  $  21.76  $  17.71  $  18.81 
INVESTMENT OPERATIONS

Net investment loss (a)    (0.17 )    (0.38 )    (0.28 )    (0.25 )    (0.21 )
Net realized and unrealized gain 
(loss)    (9.51 )    3.32    11.66    4.78    (0.12 )

Total from Investment Operations    (9.68 )    2.94    11.38    4.53    (0.33 )

DISTRIBUTIONS TO SHAREHOLDERS FROM
Net realized gain    (0.43 )    (7.95 )    (2.18 )    (0.48 )    (0.77 )

Total Distributions to Shareholders    (0.43 )    (7.95 )    (2.18 )    (0.48 )    (0.77 )

REDEMPTION FEES(a)    0.00 (b)    0.00 (b)    0.00 (b)    0.00 (b)    0.00 (b)
NET ASSET VALUE, End of Year  $  15.84  $  25.95  $  30.96  $  21.76  $  17.71 
TOTAL RETURN   (37.37 )%   10.69 %   52.85 %   25.62 %   (1.90 )%
       
RATIOS/SUPPLEMENTARY DATA
Net Assets at End of Year (000s 
omitted)  $  60,474  $  105,111  $  82,925  $  50,637  $  33,801 
Ratios to Average Net Assets:      

Net investment loss   (0.91 )%   (1.14 )%   (1.17 )%   (1.20 )%   (1.02 )%
Net expenses   1.35 %   1.35 %   1.35 %   1.35 %   1.37 %
Gross expenses (c)   1.67 %   1.61 %   1.78 %   1.98 %   2.32 %

PORTFOLIO TURNOVER RATE   347 %   264 %   314 %   252 %   220 %

footertext

(a) Calculated based on average shares outstanding during each year.
(b) Less than $0.01 per share.
(c) Reflects the expense ratio excluding any waivers and/or reimbursements.
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Note 1. Organization 

The Lisanti Small Cap Growth Fund (the “Fund”) is a diversified portfolio of Forum Funds (the “Trust”). The 
Trust is a Delaware statutory trust that is registered as an open-end, management investment company 
under the Investment Company Act of 1940, as amended (the “Act”). Under its Trust Instrument, the Trust 
is authorized to issue an unlimited number of the Fund’s shares of beneficial interest without par value. The 
Fund commenced operations on February 27, 2004. The Fund seeks maximum capital appreciation. 

Note 2. Summary of Significant Accounting Policies

The Fund is an investment company and follows accounting and reporting guidance under Financial Accounting 
Standards Board Accounting Standards Codification Topic 946, “Financial Services – Investment Companies.” 
These financial statements are prepared in accordance with accounting principles generally accepted in the 
United States of America (“GAAP”), which require management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities, the disclosure of contingent liabilities at the date of the 
financial statements, and the reported amounts of increases and decreases in net assets from operations 
during the fiscal year. Actual amounts could differ from those estimates. The following summarizes the 
significant accounting policies of the Fund: 

Security Valuation – Securities are valued at market prices using the last quoted trade or official closing 
price from the principal exchange where the security is traded, as provided by independent pricing services 
on each Fund business day. In the absence of a last trade, securities are valued at the mean of the last bid 
and ask price provided by the pricing service. Shares of non-exchange traded open-end mutual funds are 
valued at net asset value (“NAV”). Short-term investments that mature in sixty days or less may be valued 
at amortized cost. 

Pursuant to Rule 2a-5 under the Investment Company Act, the Trust's Board of Trustees (the "Board") has 
designated the Adviser, as defined in Note 3, as the Fund's valuation designee to perform any fair value 
determinations for securities and other assets held by the Fund. The Adviser is subject to the oversight 
of the Board and certain reporting and other requirements intended to provide the Board the information 
needed to oversee the Adviser's fair value determinations. The Adviser is responsible for determining the 
fair value of investments for which market quotations are not readily available in accordance with policies 
and procedures that have been approved by the Board. Under these procedures, the Adviser convenes on a 
regular and ad hoc basis to review such investments and considers a number of factors, including valuation 
methodologies and significant unobservable inputs, when arriving at fair value. The Board has approved the 
Adviser’s fair valuation procedures as a part of the Fund’s compliance program and will review any changes 
made to the procedures. 

The Adviser provides fair valuation inputs. In determining fair valuations, inputs may include market-based 
analytics that may consider related or comparable assets or liabilities, recent transactions, market multiples, 
book values and other relevant investment information. Adviser inputs may include an income-based approach 
in which the anticipated future cash flows of the investment are discounted in determining fair value. 
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Discounts may also be applied based on the nature or duration of any restrictions on the disposition of the 
investments. The Adviser performs regular reviews of valuation methodologies, key inputs and assumptions, 
disposition analysis and market activity.

Fair valuation is based on subjective factors and, as a result, the fair value price of an investment may differ 
from the security’s market price and may not be the price at which the asset may be sold. Fair valuation could 
result in a different NAV than a NAV determined by using market quotes.

GAAP has a three-tier fair value hierarchy. The basis of the tiers is dependent upon the various “inputs” used 
to determine the value of the Fund’s investments. These inputs are summarized in the three broad levels 
listed below:

Level 1 - Quoted prices in active markets for identical assets and liabilities.

Level 2 - Prices determined using significant other observable inputs (including quoted prices for similar 
securities, interest rates, prepayment speeds, credit risk, etc.). Short-term securities with maturities of sixty 
days or less are valued at amortized cost, which approximates market value, and are categorized as Level 2 
in the hierarchy. Municipal securities, long-term U.S. government obligations and corporate debt securities 
are valued in accordance with the evaluated price supplied by a pricing service and generally categorized 
as Level 2 in the hierarchy. Other securities that are categorized as Level 2 in the hierarchy include, but are 
not limited to, warrants that do not trade on an exchange, securities valued at the mean between the last 
reported bid and ask quotation and international equity securities valued by an independent third party with 
adjustments for changes in value between the time of the securities’ respective local market closes and the 
close of the U.S. market.

Level 3 - Significant unobservable inputs (including the Fund’s own assumptions in determining the fair value 
of investments). 

The aggregate value by input level, as of December 31, 2022, for the Fund’s investments is included in the 
Fund’s Schedule of Investments. 

Security Transactions, Investment Income and Realized Gain and Loss – Investment transactions are 
accounted for on the trade date. Dividend income is recorded on the ex-dividend date. Foreign dividend 
income is recorded on the ex-dividend date or as soon as possible after determining the existence of a 
dividend declaration after exercising reasonable due diligence. Income and capital gains on some foreign 
securities may be subject to foreign withholding taxes, which are accrued as applicable. Interest income is 
recorded on an accrual basis. Premium is amortized to the next call date above par and discount is accreted 
to maturity using the effective interest method. Identified cost of investments sold is used to determine the 
gain and loss for both financial statement and federal income tax purposes. 

Distributions to Shareholders – Distributions to shareholders of net investment income, if any, are declared 
and paid quarterly. Distributions to shareholders of net capital gains and foreign currency gains, if any, are 
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declared and paid at least annually. Distributions to shareholders are recorded on the ex-dividend date. 
Distributions are based on amounts calculated in accordance with applicable federal income tax regulations, 
which may differ from GAAP. These differences are due primarily to differing treatments of income and gain 
on various investment securities held by the Fund, timing differences and differing characterizations of 
distributions made by the Fund.

Federal Taxes – The Fund intends to continue to qualify each year as a regulated investment company 
under Subchapter M of Chapter 1, Subtitle A, of the Internal Revenue Code of 1986, as amended (“Code”), 
and to distribute all of its taxable income to shareholders. In addition, by distributing in each calendar 
year substantially all of its net investment income and capital gains, if any, the Fund will not be subject 
to a federal excise tax. Therefore, no federal income or excise tax provision is required. The Fund files a 
U.S. federal income and excise tax return as required. The Fund’s federal income tax returns are subject 
to examination by the Internal Revenue Service for a period of three fiscal years after they are filed. As of 
December 31, 2022, there are no uncertain tax positions that would require financial statement recognition, 
de-recognition or disclosure. 

Income and Expense Allocation – The Trust accounts separately for the assets, liabilities and operations 
of each of its investment portfolios. Expenses that are directly attributable to more than one investment 
portfolio are allocated among the respective investment portfolios in an equitable manner.

Commitments and Contingencies – In the normal course of business, the Fund enters into contracts that 
provide general indemnifications by the Fund to the counterparty to the contract. The Fund’s maximum 
exposure under these arrangements is dependent on future claims that may be made against the Fund 
and, therefore, cannot be estimated; however, based on experience, the risk of loss from such claims is 
considered remote. The Fund has determined that none of these arrangements requires disclosure on the 
Fund’s balance sheet.

Redemption Fees – A shareholder who redeems or exchanges shares within 30 days of purchase will incur a 
redemption fee of 1.00% of the current NAV of shares redeemed or exchanged, subject to certain limitations. 
The fee is charged for the benefit of the remaining shareholders and will be paid to the Fund to help offset 
transaction costs. The fee is accounted for as an addition to paid-in capital. The Fund reserves the right to 
modify the terms of or terminate the fee at any time. There are limited exceptions to the imposition of the 
redemption fee. Redemption fees incurred for the Fund, if any, are reflected on the Statements of Changes 
in Net Assets. Effective September 19, 2022, the Fund no longer charges a redemption fee.

Note 3. Fees and Expenses

Investment Adviser – Lisanti Capital Growth, LLC (the “Adviser”) is the investment adviser to the Fund. 
Pursuant to an investment advisory agreement, the Adviser receives an advisory fee, payable monthly, from 
the Fund at an annual rate of 0.95% of the Fund’s average daily net assets. 
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Shareholder Service Plan – The Trust has adopted a shareholder service plan for the Fund under which the 
Fund may reimburse the Fund’s administrator for amounts paid by the administrator for providing shareholder 
service activities that are not otherwise provided by the transfer agent. The Fund’s administrator may make 
such payments to various financial institutions, including the Adviser, that provide shareholder servicing to 
their customers invested in the Fund in amounts of up to 0.25% annually of the average daily net assets of 
the Fund. 

Distribution – Foreside Fund Services, LLC (the “Distributor”), a wholly owned subsidiary of Foreside 
Financial Group, LLC (doing business as ACA Group), acts as the agent of the Trust in connection with the 
continuous offering of shares of the Fund. The Fund does not have a distribution (12b-1) plan; accordingly, 
the Distributor does not receive compensation from the Fund for its distribution services. The Adviser 
compensates the Distributor directly for its services. The Distributor is not affiliated with the Adviser or 
Atlantic Fund Administration, LLC, a wholly owned subsidiary of Apex US Holdings LLC (d/b/a Apex Fund 
Services) (“Apex”) or their affiliates. 

Other Service Providers – Apex provides fund accounting, fund administration, compliance and transfer 
agency services to the Fund. The fees related to these services are included in Fund services fees within the 
Statement of Operations. Apex also provides certain shareholder report production and EDGAR conversion 
and filing services. Pursuant to an Apex Services Agreement, the Fund pays Apex customary fees for its 
services. Apex provides a Principal Executive Officer, a Principal Financial Officer, a Chief Compliance Officer 
and an Anti-Money Laundering Officer to the Fund, as well as certain additional compliance support functions. 

Trustees and Officers – Each Independent Trustee’s annual retainer is $45,000 ($55,000 for the Chairman), 
and the Audit Committee Chairman receives an additional $2,000 annually. The Trustees and Chairman may 
receive additional fees for special Board meetings. Each Trustee is also reimbursed for all reasonable out-
of-pocket expenses incurred in connection with his or her duties as a Trustee, including travel and related 
expenses incurred in attending Board meetings. The amount of Trustees’ fees attributable to the Fund is 
disclosed in the Statement of Operations. Certain officers of the Trust are also officers or employees of the 
above named service providers, and during their terms of office received no compensation from the Fund. 

Note 4. Fees Waived

The Adviser has contractually agreed to waive its fee and/or reimburse expenses to limit total annual 
fund operating expenses (excluding all taxes, interest, portfolio transaction expenses, proxy expenses, and 
extraordinary expenses) to 1.35% through April 30, 2023. Other Fund service providers have voluntarily 
agreed to waive a portion of their fees. The contractual waivers may only be raised or eliminated with the 
consent of the Board and voluntary fee waivers may be reduced or eliminated at any time. For the year ended 
December 31, 2022, fees waived were as follows: 
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Investment Adviser 
Fees Waived Other Waivers

Total Fees Waived 
and Expenses 
Reimbursed

 $  223,139  $  51,593  $  274,732 

The Adviser may be reimbursed by the Fund for fees waived and expenses reimbursed by the Adviser 
pursuant to the Expense Cap if such payment is made within three years of the fee waiver or expense 
reimbursement, and does not cause the Total Annual Fund Operating Expenses After Fee Waiver and/or 
Expense Reimbursement to exceed the lesser of (i) the then-current expense cap and (ii) the expense cap 
in place at the time the fees/expenses were waived/reimbursed. As of December 31, 2022, $541,831 is 
subject to recapture by the Adviser.

Note 5. Security Transactions

The cost of purchases and proceeds from sales of investment securities (including maturities), other 
than short-term investments during the year ended December 31, 2022, totaled $285,760,857 and 
$284,706,650, respectively.

Note 6. Federal Income Tax 

As of December 31, 2022, the cost of investments for federal income tax purposes is $58,895,831 and the 
components of net unrealized appreciation consists of:

Gross Unrealized Appreciation  $  3,278,604 
Gross Unrealized Depreciation    (1,601,804 )
Net Unrealized Appreciation  $  1,676,800 

Distributions paid during the fiscal years ended as noted were characterized for tax purposes as follows: 

2022 2021
Ordinary Income  $  –  $  18,710,341 
Long-Term Capital Gain    1,685,297    5,490,957 

 $  1,685,297  $  24,201,298 

As of December 31, 2022, distributable earnings on a tax basis were as follows:

Capital and Other Losses  $  (29,557,382 )
Unrealized Appreciation    1,676,800 
Total  $  (27,880,582 )

The difference between components of distributable earnings on a tax basis and the amounts reflected in 
the Statement of Assets and Liabilities are primarily due to wash sales.

For the year ended December 31, 2022, the Fund had $29,557,382 in short term capital loss carry 
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forwards that have no expiration date.

On the Statement of Assets and Liabilities, as a result of permanent book to tax differences, certain amounts 
have been reclassified for the year ended December 31, 2022. The following reclassification was the result 
of net operating loss and has no impact on the net assets of the Fund.

Accumulated Loss  $  774,992 
Paid-in-Capital    (774,992 )

Note 7. Subsequent Events

Subsequent events occurring after the date of this report through the date these financial statements were 
issued have been evaluated for potential impact, and the Fund has had no such events. Management has 
evaluated the need for additional disclosures and/or adjustments resulting from subsequent events. Based 
on this evaluation, no additional disclosures or adjustments were required. 



 
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 

21

To the Board of Trustees of Forum Funds  
and the Shareholders of Lisanti Small Cap Growth Fund 

Opinion on the Financial Statements

We have audited the accompanying statement of assets and liabilities of Lisanti Small Cap Growth Fund, a 
series of shares of beneficial interest in Forum Funds (the “Fund”), including the schedule of investments, 
as of December 31, 2022, and the related statement of operations for the year then ended, the statements 
of changes in net assets for each of the years in the two-year period then ended and the financial highlights 
for each of the years in the five-year period then ended, and the related notes (collectively referred to as the 
“financial statements”). In our opinion, the financial statements present fairly, in all material respects, the 
financial position of the Fund as of December 31, 2022, and the results of its operations for the year then 
ended, the changes in its net assets for each of the years in the two-year period then ended and its financial 
highlights for each of the years in the five-year period 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 audits. 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 law and the applicable 
rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB.  Those standards require that we 
plan and perform the audits 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 audits 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.
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Our audits included performing procedures to assess the risk 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 procedures included confirmation of securities owned as of December 31, 2022 by 
correspondence with the custodian. Our audits 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 audits provide a reasonable basis for our opinion.

 

BBD, LLP

We have served as the auditor of one or more of the Funds in the Forum Funds since 2008.

Philadelphia, Pennsylvania
February 24, 2023
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Investment Advisory Agreement Approval

At the September 15, 2022, Board meeting, the Board, including the Independent Trustees, considered 
the approval of the continuance of the investment advisory agreement between the Adviser and the 
Trust pertaining to the Lisanti Small Cap Growth Fund (the “Advisory Agreement”).  In preparation for its 
deliberations, the Board requested and reviewed written responses from the Adviser to a due diligence 
questionnaire circulated on the Board's behalf concerning the services provided by the Adviser. The Board 
also discussed the materials with Fund counsel and, as necessary, with the Trust's administrator.  During 
its deliberations, the Board received an oral presentation from the Adviser, and was assisted by the advice 
of Trustee counsel.

At the Meeting, the Board reviewed, among other matters: (1) the nature, extent and quality of the services 
provided to the Fund by the Adviser, including information on the investment performance of the Fund and 
the Adviser; (2) the costs of the services provided and profitability to the Adviser of its relationship with 
the Fund; (3) the advisory fee and total expense ratio of the Fund as compared to those of a relevant peer 
group of funds; (4) the extent to which economies of scale may be realized as the Fund grows and whether 
the advisory fee enables the Fund's investors to share in the benefits of economies of scale; and (5) other 
benefits received by the Adviser from its relationship with the Fund. In addition, the Board recognized that the 
evaluation process with respect to the Adviser was an ongoing one and, in this regard, the Board considered 
information provided by the Adviser at regularly scheduled meetings during the past year.

Nature, Extent and Quality of Services

Based on written materials received, a presentation from a senior representative of the Adviser and a 
discussion with the Adviser about the Adviser’s personnel, operations and financial condition, the Board 
considered the quality of services provided by the Adviser under the Advisory Agreement. In this regard, 
the Board considered information regarding the experience, qualifications and professional background of 
the portfolio manager and other personnel at the Adviser providing services to the Fund, as well as the 
investment philosophy and decision-making process of the Adviser and the capability and integrity of the 
Adviser’s senior management and staff.

The Board considered also the adequacy of the Adviser’s resources. The Board noted the Adviser’s 
representations that the firm is in stable financial condition and has the operational capability and the 
necessary staffing and experience to continue providing high-quality investment advisory services to the 
Fund. Based on the presentation and the materials provided by the Adviser in connection with the Board’s 
consideration of the renewal of the Advisory Agreement, among other relevant factors, the Board concluded 
that, overall, it was satisfied with the nature, extent and quality of services to be provided to the Fund under 
the Advisory Agreement.
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Performance

In connection with a presentation by the Adviser regarding its approach to managing the Fund, the Board 
considered the performance of the Fund compared to its primary benchmark index and compared to 
an independent peer group of funds identified by Strategic Insight, Inc. (“Strategic Insight”) as having 
characteristics similar to the Fund (“Peer Group”).  The Board observed that the Fund underperformed the 
Russell 2000 Growth Index, the Fund’s primary benchmark index, for the one-year period ended June 30, 
2022, and outperformed the benchmark for the three-, five-, and 10-year periods ended June 30, 2022, and 
for the period since the Fund’s inception on February 27, 2004.  The Board noted the Adviser’s representation 
that the Fund’s underperformance over the one-year period relative to the benchmark could be attributed, at 
least in part, to sector allocation, and that the Fund’s outperformance over longer periods could be attributed 
to strong returns generated by individual stock selection, as opposed to overweight or underweight exposure 
to certain sectors of the market relative to the benchmark. 

The Board also observed that, based on the information provided by Strategic Insight, the Fund underperformed 
the average of the Peer Group for the one- and three-year periods ended June 30, 2022, and outperformed 
the average of the Peer Group for the five- and 10-year periods June 30, 2022.  The Board noted the Adviser’s 
representations that, although the Peer Group includes an array of funds that are classified as small cap 
growth funds, similar to the Fund, most of the funds in the Peer Group employ investment strategies that 
differ from the investment strategy of the Fund insofar as the Fund tends to have a slightly lower market 
capitalization range and slightly higher growth rate than those of the funds in the Peer Group, which can 
result in the type of performance disparity experienced over the one- and three-year periods relative to the 
Peer Group.  Based on the foregoing and other applicable considerations, the Board determined that the 
Fund and its shareholders could benefit from the Adviser’s continued management of the Fund.   

Compensation

The Board evaluated the Adviser’s compensation for providing advisory services to the Fund and analyzed 
comparative information on the net advisory fee rate and total expense ratio of the Fund compared to its 
Peer Group.  The Board observed that, although the Adviser’s advisory fee rate and the Fund’s total expense 
ratio were each higher than the median of the funds in the Peer Group, the Adviser believed each to be within 
a reasonable range of the Peer Group median.  In addition, the Board noted that the Adviser had contractually 
agreed to waive its fees or reimburse Fund expenses to the extent necessary to keep the total expenses of 
the Fund (subject to certain exceptions) at or below 1.35%.  Based on the foregoing and other applicable 
considerations, the Board concluded that the advisory fee rate charged to the Fund was reasonable.

Cost of Services and Profitability

The Board evaluated information provided by the Adviser regarding the costs of services and its profitability 
with respect to the Fund.  In this regard, the Board considered the Adviser’s resources devoted to the Fund, 
as well as the information provided by the Adviser regarding the costs and profitability of its Fund activities.  
The Board noted the Adviser’s representation that, although the Adviser did not maintain separately 
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identifiable profit and loss information for the Fund relative to its other advisory businesses, the Adviser 
believed that its profit margin from the Fund was reasonable considering the services provided and that the 
Fund required significantly more attention and resources than other accounts managed by the Adviser. The 
Board also noted the Adviser’s representation that the Adviser was subsidizing the Fund’s operations by 
forgoing a portion of its advisory fee in accordance with the contractual expense cap.  Based on these and 
other applicable considerations, including financial statements from the Adviser indicating its profitability 
and expenses from overall operations, the Board concluded that the Adviser’s costs of services and profits 
attributable to management of the Fund were reasonable.

Economies of Scale

The Board evaluated whether the Fund would benefit from any economies of scale. In this regard, the Board 
considered the Fund’s fee structure, asset size, and net expense ratio.  The Board also considered the 
Adviser’s representation that the Fund could potentially benefit from economies of scale if its assets were 
to increase but that, in light of the Fund’s relatively low and declining asset level and the costly, research-
intensive nature of the Fund’s investment strategy, the Adviser was not proposing breakpoints in the advisory 
fee at this time.  Based on the foregoing information, and in light of the size of the Fund and the recent 
decline in the Fund’s assets, the Board concluded that any existing economies of scale were addressed in 
the Fund’s expense cap structure and that the information presented was consistent with the renewal of the 
Advisory Agreement at current fee levels.

Other Benefits

The Board noted the Adviser’s representation that it would be receiving a benefit arising from the use of soft 
dollars in connection with Fund trades for the acquisition of research that would benefit not only the Fund, 
but potentially other clients of the Adviser.  The Board concluded that the other benefits received were not a 
material factor in approving the Advisory Agreement.

Conclusion

The Board did not identify any single factor as being of paramount importance, and different Trustees may 
have given different weight to different factors.  The Board reviewed a memorandum from Fund counsel 
discussing the legal standards applicable to its consideration of the Advisory Agreement.  Based on its 
review, including consideration of each of the factors referenced above, the Board determined, in the exercise 
of its reasonable business judgment, that the advisory arrangement, as outlined in the Advisory Agreement, 
was fair and reasonable in light of the services performed or to be performed, expenses incurred or to be 
incurred and such other matters as the Board considered relevant.

Liquidity Risk Management Program

The Fund has adopted and implemented a written liquidity risk management program, as required by 
Rule 22e-4 (the “Liquidity Rule”) under the Investment Company Act of 1940, as amended. The liquidity 
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risk management program is reasonably designed to assess and manage the Fund’s liquidity risk, taking 
into consideration, among other factors, the Fund's investment strategy and the liquidity of the portfolio 
investments during normal and reasonably foreseeable stressed conditions, its short and long-term cash 
flow projections and its cash holdings and access to other funding sources.

The Board approved the designation of a Liquidity Committee as the administrator of the liquidity risk 
management program (the “Program Administrator”). The Program Administrator is responsible for 
the administration and oversight of the program and for reporting to the Board on at least an annual 
basis regarding, among other things, the program’s operation, adequacy, and effectiveness. The Program 
Administrator assessed the Fund’s liquidity risk profile based on information gathered for the period July 1, 
2021 through June 30, 2022 in order to prepare a written report to the Board for review at its meeting held 
on September 15, 2022. 

The Program Administrator’s written report stated that: (i) the Fund is able to meet redemptions in normal 
and reasonably foreseeable stressed conditions and without significant dilution of remaining shareholders’ 
interests in the Fund; (ii) the Fund's strategy is appropriate for an open-end mutual fund; (iii) the liquidity 
classification determinations regarding the Fund's portfolio investments, which take into account a variety 
of factors and may incorporate analysis from one or more third-party data vendors, remained appropriate; 
(iv) the Fund did not approach the internal triggers set forth in the liquidity risk management program or the 
regulatory percentage limitation (15%) on holdings in illiquid investments; (v) it continues to be appropriate 
to not set a “highly liquid investment minimum” for the Fund because the Fund primarily holds “highly liquid 
investments”; and (vi) the liquidity risk management program remains reasonably designed and adequately 
implemented to prevent violations of the Liquidity Rule. No significant liquidity events impacting the Fund or 
proposed changes to the Program were noted in the report.

Proxy Voting Information

A description of the policies and procedures that the Fund uses to determine how to vote proxies relating 
to securities held in the Fund’s portfolio is available, without charge and upon request, by calling (800) 
441-7031 and on the U.S. Securities and Exchange Commission's (the "SEC") website at www.sec.gov. 
The Fund’s proxy voting record for the most recent twelve-month period ended June 30 is available, without 
charge and upon request, by calling (800) 441-7031 and on the SEC’s website at www.sec.gov. 

Availability of Quarterly Portfolio Schedules

The Fund files its complete schedule of portfolio holdings with the SEC for the first and third quarters of each 
fiscal year on Form N-PORT. Forms N-PORT are available free of charge on the SEC’s website at www.sec.gov.

Shareholder Expense Example

As a shareholder of the Fund, you incur two types of costs: (1) transaction costs, including redemption 
fees and exchange fees, and (2) ongoing costs, including management fees and other Fund expenses. This 
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example is intended to help you understand your ongoing costs (in dollars) of investing in the Fund, and to 
compare these costs with the ongoing costs of investing in other mutual funds. 

The example is based on an investment of $1,000 invested at the beginning of the period and held for the 
entire period from July 1, 2022 through December 31, 2022.

Actual Expenses – The first line of the table below provides information about actual account values and 
actual expenses. You may use the information in this line, together with the amount you invested, to estimate 
the expenses that you paid over the period. Simply divide your account value by $1,000 (for example, an 
$8,600 account value divided by $1,000 = 8.6), then multiply the result by the number in the first line under 
the heading entitled “Expenses Paid During Period” to estimate the expenses you paid on your account 
during the period.

Hypothetical Example for Comparison Purposes – The second line of the table below provides information 
about hypothetical account values and hypothetical expenses based on the Fund’s actual expense ratio 
and an assumed rate of return of 5% per year before expenses, which is not the Fund’s actual return. The 
hypothetical account values and expenses may not be used to estimate the actual ending account balance 
or expenses you paid for the period. You may use this information to compare the ongoing costs of investing 
in the Fund and other funds. To do so, compare this 5% hypothetical example with the 5% hypothetical 
examples that appear in the shareholder reports of other funds.

Please note that the expenses shown in the table are meant to highlight your ongoing costs only and do not 
reflect any transactional costs, such as redemption fees and exchange fees. Therefore, the second line of 
the table is useful in comparing ongoing costs only and will not help you determine the relative total costs 
of owning different funds. In addition, if these transactional costs had been included, your costs would have 
been higher.

Beginning 
Account Value  
July 1, 2022

Ending  
Account Value 

 December 31, 2022

Expenses 
Paid During  

Period*

Annualized  
Expense  
Ratio*

Actual  $  1,000.00  $  980.70  $  6.74   1.35%

Hypothetical (5% return before expenses)  $  1,000.00  $  1,018.40  $  6.87   1.35%

* Expenses are equal to the Fund’s annualized expense ratio multiplied by the average account value over the period, multiplied by 
the number of days in the most recent fiscal half-year (184) divided by 365 to reflect the half-year period.

 
Federal Tax Status of Dividends Declared during the Fiscal Year

Pursuant to Section 852 (b)(3) of the Internal Revenue Code, the Fund designates $1,685,297 as long-term 
capital gain dividends for the year.
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Trustees and Officers of the Trust

The Board is responsible for oversight of the management of the Trust’s business affairs and of the exercise 
of all the Trust’s powers except those reserved for the shareholders. The following table provides information 
about each Trustee and certain officers of the Trust. Each Trustee and officer holds office until the person 
resigns, is removed or is replaced. Unless otherwise noted, the persons have held their principal occupations 
for more than five years. The address for all Trustees and officers is Three Canal Plaza, Suite 600, Portland, 
Maine 04101. The Fund’s Statement of Additional Information includes additional information about the 
Trustees and is available, without charge and upon request, by calling (800) 441-7031.

Name and Year 
of Birth

Position with 
the Trust

Length of 
Time 

Served

Principal 
Occupation(s) During 

Past Five Years

Number of Series 
in Fund Complex 

Overseen By 
Trustee

Other 
Directorships 

Held By Trustee 
During Past Five 

Years

Independent Trustees

David Tucker 
Born: 1958

Trustee;  
Chairman of the 
Board

Since 2011 
and Chairman 
since 2018

Director, Blue Sky Experience 
(a charitable endeavor) since 
2008; Senior Vice President 
& General Counsel, American 
Century Companies (an investment 
management firm) 1998-2008.

1 Trustee, Forum 
Funds II and U.S. 
Global Investors 

Funds

Mark D. Moyer 
Born: 1959

Trustee; Chairman 
of the Audit 
Committee

Since 2018 Chief Financial Officer, Freedom 
House (a NGO advocating political 
freedom and democracy) 2017-
2021; independent consultant 
providing interim CFO services, 
principally to non-profit organizations, 
2011-2017.

1 Trustee, Forum 
Funds II and U.S. 
Global Investors 

Funds

Jennifer Brown-
Strabley 
Born: 1964

Trustee Since 2018 Principal, Portland Global Advisors 
(a registered investment adviser), 
1996-2010.

1 Trustee, Forum 
Funds II and U.S. 
Global Investors 

Funds

Interested Trustees(1)

Jessica Chase
Born: 1970

Trustee Since 2018 Director, Apex Fund Services since 
2019; Senior Vice President, Atlantic 
Fund Services 2008-2019.

1 Trustee, Forum 
Funds II and U.S. 
Global Investors 

Funds

(1)Jessica Chase is currently an interested person of the Trust, as defined in the 1940 Act, due to her affiliation with Apex Fund Services 
and her role as President of the Trust. Apex Fund Services is a wholly owned subsidiary of Apex US Holdings LLC.
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Name and Year of 
Birth

Position 
with the 

Trust
Length of Time 

Served

Principal Occupation(s) 
During 

Past 5 Years

Officers

Jessica Chase 
Born: 1970

President; Principal Executive 
Officer

Since 2015 Director, Apex Fund Services since 2019; 
Senior Vice President, Atlantic Fund 
Services 2008-2019.

Karen Shaw 
Born: 1972

Treasurer; Principal Financial 
Officer

Since 2008 Senior Vice President, Apex Fund Services 
since 2019; Senior Vice President, Atlantic 
Fund Services 2008-2019.

Zachary Tackett 
Born: 1988

Vice President; Secretary 
and Anti-Money Laundering 
Compliance Officer

Since 2014 Senior Counsel, Apex Fund Services since 
2019; Counsel, Atlantic Fund Services 
2014-2019.

Carlyn Edgar 
Born: 1963

Chief Compliance Officer and 
Vice President

Chief Compliance 
Officer 2008-2016 and 
2021-current; Vice President 
since 2008

Senior Vice President, Apex Fund Services 
since 2019; Senior Vice President, Atlantic 
Fund Services 2008-2019.
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