
 
EXCHANGE TRADED CONCEPTS TRUST 
 
Prospectus  
 
March 29, 2013 
 
 
Yorkville High Income MLP ETF ｜Ticker Symbol: YMLP 
Yorkville High Income Infrastructure MLP ETF｜Ticker Symbol: YMLI 
 
Principal Listing Exchange for each Fund: NYSE Arca, Inc.  
 
Neither the Securities and Exchange Commission nor any state securities commission has 
approved or disapproved of these securities or passed upon the accuracy or adequacy of this 
Prospectus.  Any representation to the contrary is a criminal offense.  



 

 

About This Prospectus 
 
This Prospectus has been arranged into different sections so that you can easily review this important 
information.  For detailed information about the Funds, please see: 
 

            Page 
FUND SUMMARIES ...............................................................................................1 

YORKVILLE HIGH INCOME MLP ETF .........................................................1 
YORKVILLE HIGH INCOME INFRASTRUCTURE MLP ETF ..........................10 

SUMMARY INFORMATION ABOUT PURCHASING AND SELLING SHARES 
AND TAXES  ....................................................................................................19 

INDEX/TRADEMARK LICENSE/DISCLAIMERS .....................................................20 
ADDITIONAL INFORMATION ABOUT PRINCIPAL INVESTMENT STRATEGIES .....20  
ADDITIONAL RISK INFORMATION.......................................................................21 
ADDITIONAL INVESTMENT STRATEGIES ............................................................31 
ADDITIONAL RISKS .............................................................................................31 
INFORMATION REGARDING THE INDEXES ..........................................................32 
PORTFOLIO HOLDINGS .......................................................................................34 
FUND MANAGEMENT ...........................................................................................34 
PORTFOLIO MANAGER ........................................................................................35 
BUYING AND SELLING THE FUNDS ......................................................................36 
OTHER CONSIDERATIONS ...................................................................................37 
DIVIDENDS, DISTRIBUTIONS AND TAXES ............................................................37 
ADDITIONAL INFORMATION ................................................................................40 
FINANCIAL HIGHLIGHTS .....................................................................................42 
HOW TO OBTAIN MORE INFORMATION ABOUT THE FUNDS…………………..44 

 



 

1 
 

Fund Summary 
 
Yorkville High Income MLP ETF (the “Fund”) 
 

Investment Objective 
 
The Fund seeks to provide investment results that, before fees and expenses, correspond 
generally to the price and yield performance of the Solactive High Income MLP Index (the 
“Index”).   
 

Fees and Expenses 
 
This table describes the fees and expenses that you may pay if you buy and hold shares of the 
Fund (“Shares”).  This table and the Example below do not include the brokerage commissions 
that investors may pay on their purchases and sales of Fund Shares.   
 
Annual Fund Operating Expenses (expenses that you pay each year 
as a percentage of the value of your investment) 

 

Management Fee 0.82% 
Distribution and Service (12b-1) Fees 0.00% 
Other Expenses1 0.00% 
Total Annual Fund Operating Expenses 0.82% 
1 The Fund is classified for federal income tax purposes as a taxable regular corporation or Subchapter “C” 

corporation. As a “C” corporation, the Fund will accrue deferred income tax liability for its future tax 
liability associated with the capital appreciation of its investments, with certain distributions received by 
the Fund on equity securities of Master Limited Partnerships (“MLPs”) considered to be return of capital, 
and with any net operating gains. The Fund’s accrued deferred tax liability will be reflected each day in the 
Fund’s net asset value per share. The Fund’s current and deferred tax liability, if any, will depend upon 
income, gains, losses, and deductions the Fund is allocated from its MLP investments and on the Fund’s 
realized and unrealized gains and losses and therefore may vary greatly from year to year depending on the 
nature of the Fund’s investments, the performance of those investments and general market conditions. 
Actual income tax expense, if any, will be incurred over many years, depending on if and when investment 
gains and losses are realized, the then current basis of the Fund’s assets and other factors. For the fiscal 
period March 12, 2012 (the Fund’s commencement of operations) to November 30, 2012, the Fund did not 
incur a net deferred income tax expense. However, there can be no assurance that the Fund will not incur 
such an expense in the current fiscal year. 

   
Example 

 
This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. 
 
The Example assumes that you invest $10,000 in the Fund for the time periods indicated and 
then sell all of your shares at the end of those periods.  The Example also assumes that your 
investment has a 5% return each year and that the Fund’s operating expenses remain the same.   
 
Although your actual costs may be higher or lower, based on these assumptions your cost would 
be:  
 



 

 

 
 
 

1 Year 3 Years 5 Years 10 Years 
$84 $262 $455 $1,014 

 
Portfolio Turnover 

 
The Fund pays transaction costs, such as commissions, when it buys and sells securities (or 
“turns over” its portfolio).  A higher portfolio turnover rate may indicate higher transaction costs 
and may result in higher taxes at the Fund level and, when Fund Shares are held in a taxable 
account, at the shareholder level.  These costs, which are not reflected in annual fund operating 
expenses or in the example, affect the Fund’s performance.  For the fiscal period from March 12, 
2012, the Fund’s commencement of operations, through November 30, 2012, the Fund’s 
portfolio turnover rate was 2% of the average value of its portfolio. 

 
Principal Investment Strategies 

 
The Fund will normally invest at least 80% of its total assets in securities of the Index.  The 
Index is a rules-based index designed to provide investors a means of tracking the performance 
of selected Master Limited Partnerships (“MLPs”) which are publicly traded on a U.S. securities 
exchange.  Under normal circumstances, the Fund invests at least 80% of its net assets, plus the 
amount of any borrowings for investment purposes, in securities of MLPs.  This investment 
policy may be changed without shareholder approval, upon 60 days’ prior notice to shareholders. 
 
The Index consists of MLPs operating with one of the following as a substantial business 
segment: exploration and production of oil and/or natural gas; sale, distribution and retail and 
wholesale marketing of propane, natural gas liquids, gasoline and other fuels; marine 
transportation of one or more of the following: crude oil, dry bulk, refined products, liquefied 
natural gas (“LNG”), and other commodities; direct mining, production and marketing of natural 
resources, including timber, fertilizers, coal and other minerals; energy services to the oil and gas 
industry; oil refining; leasing of mineral reserves; and operating as the general partner of any 
business listed above.  As of February 28, 2013 the U.S. dollar-denominated market 
capitalizations of the Index components ranged from approximately $390 million to 
approximately $8.9 billion. 
 
The Fund employs a “passive management” investment strategy in seeking to achieve its 
investment objective.  The Fund generally will use a replication methodology, meaning it will 
invest in all of the securities comprising the Index in proportion to the weightings in the Index.  
However, the Fund may utilize a sampling methodology under various circumstances where it 
may not be possible or practicable to purchase all of the securities in the Index.   
 
MLPs are publicly traded partnerships engaged in the transportation, storage, processing, 
refining, marketing, exploration, production, and mining of minerals and natural resources. By 
confining their operations to these specific activities, their interests, or units, are able to trade on 
public securities exchanges exactly like the shares of a corporation, without entity level taxation.  



 

 

 
An MLP consists of a general partner and limited partners (or in the case of MLPs organized as 
limited liability companies, a managing member and members). The general partner or managing 
member typically controls the operations and management of the MLP and has an ownership 
stake in the MLP. The limited partners or members, through their ownership of limited partner or 
member interests, provide capital to the entity, are intended to have no role in the operation and 
management of the entity and receive cash distributions. The Fund will be a limited partner (or a 
member) in the MLPs in which it invests. MLPs are generally treated as partnerships for United 
States federal income tax purposes. Thus, the MLPs themselves generally do not pay United 
States federal income taxes, but investors (like the Fund) that hold interests in MLPs are 
generally subject to tax on their allocable shares of the MLPs’ income and gains. Currently, most 
MLPs operate in the energy and/or natural resources sectors. 
 
To qualify as an MLP and to not be taxed as a corporation, a partnership must receive at least 
90% of its income from qualifying sources as set forth in Section 7704(d) of the Internal 
Revenue Code of 1986, as amended (the “Code”).  These qualifying sources include natural 
resource-based activities such as the processing, transportation and storage of mineral or natural 
resources and other commodities. 
 
Of the 40 partnerships eligible for inclusion in the Index, approximately 65% trade on the New 
York Stock Exchange ("NYSE") and the rest trade on the NASDAQ National Market 
("NASDAQ"). Partnerships eligible for inclusion in the Index are subject to further market 
capitalization and liquidity screens before they may be included in the Index. 
 
The Fund will concentrate its investments (i.e. hold 25% or more of its total assets) in a 
particular industry or group of industries to approximately the same extent that the Index 
concentrates in an industry or group of industries.  As of February 28, 2013, the Index was 
concentrated in the energy sector.   
 
The Index is calculated and administered by Structured Solutions AG, which is not affiliated 
with the Fund, its investment adviser, Exchange Traded Concepts, LLC (the “Adviser”), 
Yorkville ETF Advisors, LLC (the “Investment Sub-Adviser”) or Index Management Solutions, 
LLC (the “Trading Sub-Adviser”).  Structured Solutions AG determines the components and the 
relative weightings of the securities in the Index subject to the Index rules and publishes 
information regarding the Index.  The Index is rebalanced annually, but may be adjusted more 
frequently under extraordinary circumstances, consistent with the Index’s methodology.  
 

Principal Risks 
 
As with all funds, a shareholder is subject to the risk that his or her investment could lose money.  
The principal risks affecting shareholders’ investments in the Fund are set forth below.   
 
MLP Risk.   Investments in common units of MLPs involve risks that differ from investments in 
common stock including risks inherent in the structure of MLPs, including (i) tax risks 
(described further below), (ii) risk related to limited control of management or the general 
partner or managing member (iii) limited rights to vote on matters affecting the MLP, except 



 

 

with respect to extraordinary transactions, and (iv) conflicts of interest between the general 
partner or managing member and its affiliates, on the one hand, and the limited partners or 
members, on the other hand, including those arising from incentive distribution payments or 
corporate opportunities, and cash flow risks, as described in more detail in this Prospectus.  
 
MLP common units and other equity securities can be affected by macro-economic and other 
factors affecting the stock market in general, expectations of interest rates, investor sentiment 
towards MLPs or the energy sector, changes in a particular issuer’s financial condition, or 
unfavorable or unanticipated poor performance of a particular issuer (in the case of MLPs, 
generally measured in terms of distributable cash flow). Prices of common units of individual 
MLPs and other equity securities also can be affected by fundamentals unique to the partnership 
or company, including cash flow growth, cash generating power and distribution coverage. 
 
MLP Tax Risk.  Much of the benefit the Fund derives from its investment in equity securities of 
MLPs is a result of MLPs generally being treated as partnerships for U.S. federal income tax 
purposes.  Partnerships do not pay U.S. federal income tax at the partnership level. Rather, each 
partner is allocated a share of the partnership’s income, gains, losses, deductions and expenses. A 
change in current tax law, or a change in the business of a given MLP, could result in an MLP 
being treated as a corporation for U.S. federal income tax purposes.  As a result, the amount of 
cash available for distribution by the MLP could be reduced and the after-tax return to the Fund 
with respect to its investment in such MLPs would generally be materially reduced.  Thus, if any 
of the MLPs owned by the Fund were treated as corporations for U.S. federal income tax 
purposes, it could result in a reduction in the value of your investment in the Fund and lower 
distributions.   
 
An MLP’s distributions to the Fund generally will not be taxable unless the cash amount (or, in 
certain cases, the value of marketable securities) distributed exceeds the Fund’s basis in its 
interest in the MLP.  Distributions received by the Fund from an MLP will reduce the Fund’s 
adjusted basis in its interest in the MLP, but not below zero.  A reduced basis will generally 
result in an increase in the amount of gain (or decrease in the amount of loss) that will be 
recognized by the Fund for tax purposes on the sale of its interest in the MLP.  Cash distributions 
from an MLP to the Fund (and, in certain cases, the value of marketable securities distributed by 
an MLP to the Fund) in excess of the Fund’s basis in the MLP will generally be taxable to the 
Fund as capital gain.  The Fund will not benefit from favorable federal income tax rates on long-
term capital gains because it will be treated as a corporation for federal income tax purposes. 
 
Depreciation or other cost recovery deductions passed through to the Fund from investments in 
MLPs in a given year will generally reduce the Fund’s taxable income (and earnings and profits), 
but those deductions may be recaptured in the Fund’s income (and earnings and profits) in 
subsequent years when the MLPs dispose of their assets or when the Fund disposes of its 
interests in the MLPs.  When deductions are recaptured, the Fund may owe a tax (the payment of 
which will reduce the Fund’s net assets) and distributions to the Fund’s shareholders may be 
taxable, even though the shareholders at the time of the recapture might not have held Shares in 
the Fund at the time the deductions were taken by the Fund, and even though the Fund does not 
have corresponding economic gain on its investment at the time of the recapture. 
 



 

 

The tax treatment of all items allocated to the Fund each year by the MLPs will not be known 
until the Fund receives a schedule K-1 for that year with respect to each of its MLP investments. 
The Fund’s tax liability will not be known until the Fund completes its annual tax return. The 
Fund’s tax estimates could vary substantially from the actual liability and therefore the 
determination of the Fund’s actual tax liability may have a material adverse effect on the value of 
an investment in the Fund. The payment of corporate income taxes imposed on the Fund will 
decrease cash available for distribution to shareholders. 
 
Energy Sector Risks.  Many MLPs operate within the energy sector. Therefore, a substantial 
portion of the MLPs in which the Fund invests are engaged in the energy sector of the economy. 
As a result, a downturn in the energy sector of the economy, adverse political, legislative or 
regulatory developments or other events could have a larger impact on the Fund than on an 
investment company that does not invest a substantial portion of its assets in the energy sector. 
At times, the performance of securities of companies in the energy sector may lag the 
performance of other sectors or the broader market as a whole. In addition, there are several 
specific risks associated with investments in the energy sector, including the following: 

• the energy sector is highly regulated. MLPs operating in the energy sector are subject to 
significant regulation of nearly every aspect of their operations by federal, state and local 
governmental agencies; 

• MLPs operating in the energy sector may be affected by fluctuations in the prices of 
energy commodities, including, for example, natural gas, natural gas liquids, crude oil 
and coal, in the short- and long-term; 

• MLPs engaged in the exploration, development, management or production of energy 
commodities face the risk that commodity reserves are depleted over time, with the 
potential associated effect of causing the market value of the MLP to decline over time; 

• MLPs operating in the energy sector could be adversely affected by reductions in the 
supply of or demand for energy commodities; 

• extreme weather or other natural disasters could impact the value of MLPs operating in 
the energy sector; 

• the abilities of MLPs operating in the energy sector to grow and to increase cash 
distributions to unitholders can be highly dependent on their ability to make acquisitions 
that result in an increase in cash flows; 

• rising interest rates which could adversely impact the financial performance and/or the 
present value of cash flow of MLPs operating in the energy sector; and 

• MLPs operating in the energy sector are subject to many dangers inherent in the 
production, exploration, management, transportation, processing and distribution of 
natural gas, natural gas liquids, crude oil, refined petroleum and petroleum products and 
other hydrocarbons. In addition, threats of attack by terrorists on energy assets could 
impact the market for MLPs operating in the energy sector. 

 
Industry Specific Risks.  MLPs operating in the energy sector are also subject to risks that are 
specific to the industry they serve. 

• Midstream.  Midstream MLPs that provide crude oil, refined product and natural gas 
services are subject to supply and demand fluctuations in the markets they serve which 



 

 

may be impacted by a wide range of factors including fluctuating commodity prices, 
weather, increased conservation or use of alternative fuel sources, increased 
governmental or environmental regulation, depletion, rising interest rates, declines in 
domestic or foreign production, accidents or catastrophic events, increasing operating 
expenses and economic conditions, among others. 

• Exploration and production. Exploration and production MLPs produce energy resources, 
including natural gas and crude oil.  Exploration and production MLPs that own oil and 
gas reserves are particularly vulnerable to declines in the demand for and prices of crude 
oil and natural gas. Substantial downward adjustments in reserve estimates could have a 
material adverse effect on the value of such reserves and the financial condition of an 
MLP.  Exploration and production MLPs seek to reduce cash flow volatility associated 
with commodity prices by executing multi-year hedging strategies that fix the price of 
gas and oil produced.  There can be no assurance that the hedging strategies currently 
employed by these MLPs are currently effective or will remain effective. 

• Marine shipping.  Marine shipping MLPs are primarily marine transporters of natural gas, 
crude oil or refined petroleum products.  Marine shipping companies are exposed to 
many of the same risks as other energy companies. The highly cyclical nature of the 
marine transportation industry may lead to volatile changes in charter rates and vessel 
values, which may adversely affect the revenues, profitability and cash flows of MLPs 
with marine transportation assets. 

• Propane. Propane MLPs are distributors of propane to homeowners for space and water 
heating.  MLPs with propane assets are subject to earnings variability based upon weather 
conditions in the markets they serve, fluctuating commodity prices, customer 
conservation and increased use of alternative fuels, increased governmental or 
environmental regulation, and accidents or catastrophic events, among others. 

• Natural Resource. MLPs with coal, timber, fertilizer and other mineral assets are subject 
to supply and demand fluctuations in the markets they serve, which will be impacted by a 
wide range of domestic and foreign factors including fluctuating commodity prices, the 
level of their customers’ coal stockpiles, weather, increased conservation or use of 
alternative fuel sources, increased governmental or environmental regulation, depletion, 
declines in production, mining accidents or catastrophic events, health claims and 
economic conditions, among others.   

 
Tax Status of the Fund. The Fund is treated as a regular corporation, or “C” corporation, for U.S. 
federal income tax purposes. This differs from most investment companies, which elect to be 
treated as “regulated investment companies” under the Code in order to avoid paying entity level 
income taxes.  Under current law, the Fund is not eligible to elect treatment as a regulated 
investment company due to its investments primarily in MLPs. Accordingly, the Fund is subject 
to U.S. federal income tax on its taxable income at the graduated rates applicable to corporations 
(currently at a maximum rate of 35%) as well as state and local income taxes.  As discussed 
below, the Fund expects that a portion of the distributions it receives from MLPs may be treated 
as a tax-deferred return of capital.  The amount of taxes currently paid by the Fund will vary 
depending on the amount of income, gains, losses, and deductions the Fund is allocated from its 
MLP investments and on the amount of gains and losses derived from sales of MLP interests. 
Fund-level taxes will reduce your return from an investment in the Fund. 



 

 

 
Deferred Tax Risk.  For financial reporting (but not tax reporting) purposes, the Fund will accrue 
deferred income taxes for any future tax liability associated with (i) all or a portion of certain 
MLP distributions and any net operating gains as well as (ii) capital appreciation of its 
investments.  The Fund’s accrued deferred tax liability will be reflected each day in the Fund’s 
net asset value (“NAV”).  Increases in deferred tax liability will decrease NAV.  Conversely, 
decreases in deferred tax liability will increase NAV.  The Fund generally computes deferred 
income taxes based on the federal tax rate applicable to corporations, currently 35%, and an 
assumed rate attributable to state taxes.  A change in the federal tax rate applicable to 
corporations and, consequently, any change in the deferred tax liability of the Fund, may have a 
significant impact on the NAV of the Fund.  The Fund’s current and deferred tax liability, if any, 
will depend upon the Fund’s income, gains, losses, and deductions the Fund is allocated from its 
MLP investments and on the Fund’s realized and unrealized gains and losses and therefore may 
vary greatly from year to year depending on the nature of the Fund’s investments, the 
performance of these investments and general market conditions.  The Fund will rely to a 
significant extent on information provided by the MLPs, which may not be timely, to estimate 
deferred tax liability for purposes of financial statement reporting and determining NAV. From 
time to time, the Investment Sub-Adviser may modify the estimates or assumptions regarding the 
Fund’s deferred tax liability as new information becomes available.  The Fund estimates 
regarding its deferred tax liability are made in good faith; however, the daily estimate of the 
Fund’s deferred tax liability used to calculate the Fund’s NAV could vary dramatically from the 
Fund’s actual tax liability.  Actual income taxed, if any, will be incurred over many years 
depending on if, and when, investment gains and losses are realized, the timing of recapture 
income realized by an MLP or realized by the Fund on a sale of an MLP interest, and other 
factors. As a result, the determination of the Fund’s actual tax liability may have a material 
impact on the Fund’s NAV.  
 
Although the Fund’s NAV will take into account deferred tax liabilities, there can be no 
assurance that the purchase price you pay for Shares will take into account deferred tax 
liabilities.  If you purchase Shares at a substantial premium to NAV, the value of the Shares may 
be adversely impacted by a recapture event that triggers a deferred tax liability not fully reflected 
in your purchase price or by the issuance of Creation Units at an NAV less than your purchase 
price. 
 
In the event the Fund is in a net deferred tax asset position, the Fund will evaluate all available 
information and consider the criterion established by the Financial Accounting Standards Board 
Codification Topic 740, Income Taxes (formerly Statement of Financial Accounting Standards 
No. 109) in order to properly assess whether it is more likely than not that the deferred tax asset 
will be realized or whether a valuation allowance is required.  
 
Return of Capital Distributions From the Fund Reduce the Tax Basis of Fund Shares. A portion 
of the Fund’s distributions are expected to be treated as a return of capital for tax purposes. 
Return of capital distributions are not taxable income to you but reduce your tax basis in your 
Fund Shares. Such a reduction in tax basis will generally result in larger taxable gains and/or 
lower tax losses on a subsequent sale of Fund Shares.  The Fund’s return of capital distributions 
are not derived from the net income or earnings and profits of the Fund.  Shareholders should not 



 

 

assume that all Fund distributions are derived from the net income or earnings and profits of the 
Fund. 
 
Liquidity Risk.  Although MLPs trade on national securities exchanges, certain MLP securities 
may trade less frequently than those of larger companies due to their smaller capitalizations.  At 
times, due to limited trading volumes of certain MLPs, the prices of such MLPs may display 
abrupt or erratic movements.  Moreover, it may be more difficult for the Fund to buy and sell 
significant amounts of such securities without an unfavorable impact on prevailing market 
prices.  The Fund’s investment in securities that are less actively traded or over time experience 
decreased trading volume may restrict its ability to take advantage of other market opportunities 
or to dispose of securities at a fair price at the times when the Investment Sub-Adviser believes it 
is desirable to do so. This also may affect adversely the Fund’s ability to make dividend 
distributions to you.  
 
Potential Substantial After-Tax Tracking Error From Index Performance. As discussed above, 
the Fund will be subject to taxation on its taxable income.  The Index, however, is calculated 
without any deductions for taxes. As a result, the Fund’s after tax performance could differ 
significantly from the Index even if the pretax performance of the Fund and the performance of 
the Index are closely correlated. 
 
Risk of Cash Transactions. Unlike many exchange-traded funds (“ETFs”), the Fund expects to 
effect redemptions principally for cash, rather than in-kind.  Other ETFs generally are able to 
make in-kind redemptions and avoid realized gains in connection with transactions designed to 
meet redemption requests.  Because the Fund may effect redemptions principally for cash, rather 
than in-kind distributions, it may be required to sell portfolio securities in order to obtain the 
cash needed to distribute redemption proceeds.  Such cash transactions may have to be carried 
out over several days if the securities market is relatively illiquid and may involve considerable 
brokerage fees. These brokerage fees, which will be higher than if the Fund redeemed its Shares 
in-kind, will be passed on to redeemers of Creation Units in the form of redemption transaction 
fees.  In addition, these factors may result in wider spreads between the bid and the offered 
prices of the Fund’s Shares than for more conventional ETFs.  Sales of portfolio securities to 
generate cash may trigger recapture income, which may be taxable to a Fund and may cause 
distributions from a Fund to be treated as taxable dividends. 
 
Management Risk: Because the Fund may not fully replicate its Index and may hold fewer than 
the total number of securities in its Index and may hold securities not included in its Index, the 
Fund is subject to management risk. This is the risk that the Investment Sub-Adviser’s security 
selection process, which is subject to a number of constraints, may not produce the intended 
results.   
 
Market Risk: The values of equity securities in the Index could decline generally or could 
underperform other investments. 
 
Non-Diversification Risk: The Fund is non-diversified, meaning that, as compared to a 
diversified fund, it can invest a greater percentage of its assets in securities issued by or 



 

 

representing a small number of issuers.  As a result, the performance of these issuers can have a 
substantial impact on the Fund’s performance.  
 
Passive Investment Risk: The Fund is not actively managed and therefore the Fund would not sell 
shares of an equity security due to current or projected underperformance of a security, industry 
or sector, unless that security is removed from the Index or the selling of shares of that security is 
otherwise required upon a rebalancing of the Index as addressed in the Index methodology.  
 
Non-Correlation Risk:  The Fund’s returns may not match the return of the Index for reasons 
other than the risk of tracking error due to the effect of taxes. For example, the Fund incurs some 
other operating expenses which are not applicable to the Index, as well as transaction costs in 
buying and selling securities, especially when rebalancing the Fund’s securities holdings to 
reflect Index composition changes. 
 
 

Performance Information 
 
The Fund commenced operations on March 12, 2012 and therefore does not have performance 
history for a full calendar year. Once the Fund has completed a full calendar year of operations, a 
bar chart and table will be included that will provide some indication of the risks of investing in 
the Fund by showing the variability of the Fund's return based on net assets and comparing the 
variability of the Fund’s return to a broad measure of market performance. 
 

Investment Advisers 
 
Exchange Traded Concepts, LLC serves as the investment adviser to the Fund. Yorkville ETF 
Advisors, LLC, the Investment Sub-Adviser, and Index Management Solutions, LLC, the 
Trading Sub-Adviser, serve as sub-advisers to the Fund. 
 

 
Portfolio Manager 

 
Darren R. Schuringa, CFA, is a Portfolio Manager of Yorkville ETF Advisors, LLC and has 
served as portfolio manager of the Fund since its inception. 
 
For important information about the purchase and sale of Fund shares and tax information, 
please turn to “Summary Information about Purchasing and Selling Shares and Taxes” on page 
19 of the prospectus. 
 
  



 

 

Fund Summary 
 
Yorkville High Income Infrastructure MLP ETF (the “Infrastructure Fund” or “Fund”) 
 

Investment Objective 
 
The Fund seeks to provide investment results that, before fees and expenses, correspond 
generally to the price and yield performance of the Solactive High Income Infrastructure MLP 
Index (the “Infrastructure Index” or “Index”). 
 

Fees and Expenses 
 
This table describes the fees and expenses that you may pay if you buy and hold shares of the 
Infrastructure Fund (“Shares”).  This table and the Example below do not include the brokerage 
commissions that investors may pay on their purchases and sales of Fund Shares.   
 
 
Annual Fund Operating Expenses (expenses that you pay each year 
as a percentage of the value of your investment) 

 

Management Fee 0.82% 
Distribution and Service (12b-1) Fees 0.00% 
Other Expenses1 0.00% 
Total Annual Fund Operating Expenses 0.82% 
1 Other Expenses are based on estimated amounts for the current fiscal year.  The Fund is classified for 

federal income tax purposes as a taxable regular corporation or subchapter “C” corporation. Other 
Expenses do not reflect deferred income tax liability to be incurred by the Fund. The Fund will accrue 
deferred income tax liability for its future tax liability associated with the capital appreciation of its 
investments, with certain distributions received by the Fund on equity securities of Master Limited 
Partnerships (“MLPs”) considered to be return of capital, and with any net operating gains. The Fund’s 
accrued deferred tax liability will be reflected each day in the Fund’s net asset value per share. The Fund’s 
current and deferred tax liability, if any, will depend upon income, gains, losses, and deductions the Fund is 
allocated from its MLP investments and on the Fund’s realized and unrealized gains and losses and 
therefore may vary greatly from year to year depending on the nature of the Fund’s investments, the 
performance of those investments and general market conditions. Actual income tax expense, if any, will 
be incurred over many years, depending on if and when investment gains and losses are realized, the then 
current basis of the Fund’s assets and other factors. 

   
Example 

 
This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. 
 
The Example assumes that you invest $10,000 in the Fund for the time periods indicated and 
then sell all of your shares at the end of those periods.  The Example also assumes that your 
investment has a 5% return each year and that the Fund’s operating expenses remain the same.   
 
Although your actual costs may be higher or lower, based on these assumptions your cost would 
be:  
 



 

 

1 Year 3 Years 
$84 $262 

 
Portfolio Turnover 

 
The Fund pays transaction costs, such as commissions, when it buys and sells securities (or 
“turns over” its portfolio).  A higher portfolio turnover rate may indicate higher transaction costs 
and may result in higher taxes at the Fund level and, when Fund Shares are held in a taxable 
account, at the shareholder level.  These costs, which are not reflected in annual fund operating 
expenses or in the example, affect the Fund’s performance. During the fiscal year ended 
November 30, 2012, the Fund was not in operation. 

 
Principal Investment Strategies 

 
The Fund will normally invest at least 80% of its total assets in securities of the Index.  The 
Index is a rules-based index designed to provide investors a means of tracking the performance 
of selected infrastructure Master Limited Partnerships (“MLPs”), with an emphasis on current 
yield.  Index components are publicly traded on a U.S. securities exchange.  Under normal 
circumstances, the Fund invests at least 80% of its net assets, plus the amount of any borrowings 
for investment purposes, in securities of MLPs.  This investment policy may be changed without 
shareholder approval, upon 60 days’ prior notice to shareholders. 
 
The Index consists of MLPs classified as “Infrastructure” MLPs.  Infrastructure MLPs are a 
subset of the MLP universe that earn a majority of their cash flow from the transportation and 
storage of energy commodities.  Infrastructure MLPs include all MLPs operating with one of the 
following as a substantial business segment:  
 

• transportation, terminaling and storage of refined petroleum products, including gasoline, 
diesel, jet fuel, kerosene and heating oil;  

• gathering, compressing, dehydrating, treating, processing, and marketing of natural gas, 
and fractionation of natural gas liquids; 

• transportation and/or storage of natural gas and natural gas liquids;  
• transportation of crude oil and/or refined petroleum products and other liquids; and 
• operating as the general partner of an MLP which primarily engages in any of the 

businesses listed above.   
 
 As of February 28, 2013, the U.S. dollar-denominated market capitalizations of the Index 
components ranged from approximately $1.3 billion to approximately $51.8 billion. 
 
The Fund employs a “passive management” investment strategy in seeking to achieve its 
investment objective.  The Fund generally will use a replication methodology, meaning it will 
invest in all of the securities comprising the Index in proportion to the weightings in the Index.  
However, the Fund may utilize a sampling methodology under various circumstances where it 
may not be possible or practicable to purchase all of the securities in the Index.   
 



 

 

MLPs are publicly traded partnerships engaged in the transportation, storage, processing, 
refining, marketing, exploration, production, and mining of minerals and natural resources. By 
confining their operations to these specific activities, their interests, or units, are able to trade on 
public securities exchanges exactly like the shares of a corporation, without entity level taxation.  
 
An MLP consists of a general partner and limited partners (or in the case of MLPs organized as 
limited liability companies, a managing member and members). The general partner or managing 
member typically controls the operations and management of the MLP and has an ownership 
stake in the MLP. The limited partners or members, through their ownership of limited partner or 
member interests, provide capital to the entity, are intended to have no role in the operation and 
management of the entity and receive cash distributions. The Fund will be a limited partner (or a 
member) in the MLPs in which it invests. MLPs are generally treated as partnerships for United 
States federal income tax purposes. Thus, the MLPs themselves generally do not pay United 
States federal income taxes, but investors (like the Fund) that hold interests in MLPs are 
generally subject to tax on their allocable shares of the MLPs’ income and gains. Currently, most 
MLPs operate in the energy and/or natural resources sectors. 
 
To qualify as an MLP and to not be taxed as a corporation, a partnership must receive at least 
90% of its income from qualifying sources as set forth in Section 7704(d) of the Internal 
Revenue Code of 1986, as amended (the “Code”).  These qualifying sources include natural 
resource-based activities such as the processing, transportation and storage of mineral or natural 
resources and other commodities. 
 
Of the 50 partnerships eligible for inclusion in the Index, approximately 90% trade on the New 
York Stock Exchange (“NYSE”) and the rest trade on the NASDAQ National Market 
(“NASDAQ”). Partnerships eligible for inclusion in the Index are subject to further market 
capitalization and liquidity screens before they may be included in the Index. 
 
The Fund will concentrate its investments (i.e. hold 25% or more of its total assets) in a 
particular industry or group of industries to approximately the same extent that the Index 
concentrates in an industry or group of industries. As of February 28, 2013, the Index was 
concentrated in the energy infrastructure sector. 
 
The Index is calculated and administered by Structured Solutions AG, which is not affiliated 
with the Fund, its investment adviser, Exchange Traded Concepts, LLC (the “Adviser”), 
Yorkville ETF Advisors, LLC (the “Investment Sub-Adviser”) or Index Management Solutions, 
LLC (the “Trading Sub-Adviser”).  Structured Solutions AG determines the components and the 
relative weightings of the securities in the Index subject to the Index rules and publishes 
information regarding the Index.  The Index is rebalanced annually, but may be adjusted more 
frequently under extraordinary circumstances, consistent with the Index’s methodology. 
 

Principal Risks 
 
As with all funds, a shareholder is subject to the risk that his or her investment could lose money.  
The principal risks affecting shareholders’ investments in the Fund are set forth below.   
 



 

 

MLP Risk.   Investments in common units of MLPs involve risks that differ from investments in 
common stock including risks inherent in the structure of MLPs, including (i) tax risks 
(described further below), (ii) risk related to limited control of management or the general 
partner or managing member (iii) limited rights to vote on matters affecting the MLP, except 
with respect to extraordinary transactions, and (iv) conflicts of interest between the general 
partner or managing member and its affiliates, on the one hand, and the limited partners or 
members, on the other hand, including those arising from incentive distribution payments or 
corporate opportunities, and cash flow risks, as described in more detail in this Prospectus.  
 
MLP common units and other equity securities can be affected by macro-economic and other 
factors affecting the stock market in general, expectations of interest rates, investor sentiment 
towards MLPs or the energy sector, changes in a particular issuer’s financial condition, or 
unfavorable or unanticipated poor performance of a particular issuer (in the case of MLPs, 
generally measured in terms of distributable cash flow). Prices of common units of individual 
MLPs and other equity securities also can be affected by fundamentals unique to the partnership 
or company, including cash flow growth, cash generating power and distribution coverage. 
 
MLP Tax Risk.  Much of the benefit the Fund derives from its investment in equity securities of 
MLPs is a result of MLPs generally being treated as partnerships for U.S. federal income tax 
purposes.  Partnerships do not pay U.S. federal income tax at the partnership level. Rather, each 
partner is allocated a share of the partnership’s income, gains, losses, deductions and expenses. A 
change in current tax law, or a change in the business of a given MLP, could result in an MLP 
being treated as a corporation for U.S. federal income tax purposes.  As a result, the amount of 
cash available for distribution by the MLP could be reduced and the after-tax return to the Fund 
with respect to its investment in such MLPs would generally be materially reduced.  Thus, if any 
of the MLPs owned by the Fund were treated as corporations for U.S. federal income tax 
purposes, it could result in a reduction in the value of your investment in the Fund and lower 
distributions.   
 
An MLP’s distributions to the Fund generally will not be taxable unless the cash amount (or, in 
certain cases, the value of marketable securities) distributed exceeds the Fund’s basis in its 
interest in the MLP.  Distributions received by the Fund from an MLP will reduce the Fund’s 
adjusted basis in its interest in the MLP, but not below zero.  A reduced basis will generally 
result in an increase in the amount of gain (or decrease in the amount of loss) that will be 
recognized by the Fund for tax purposes on the sale of its interest in the MLP.  Cash distributions 
from an MLP to the Fund (and, in certain cases, the value of marketable securities distributed by 
an MLP to the Fund) in excess of the Fund’s basis in the MLP will generally be taxable to the 
Fund as capital gain.  The Fund will not benefit from favorable federal income tax rates on long-
term capital gains because it will be treated as a corporation for federal income tax purposes. 
 
Depreciation or other cost recovery deductions passed through to the Fund from investments in 
MLPs in a given year will generally reduce the Fund’s taxable income (and earnings and profits), 
but those deductions may be recaptured in the Fund’s income (and earnings and profits) in 
subsequent years when the MLPs dispose of their assets or when the Fund disposes of its 
interests in the MLPs.  When deductions are recaptured, the Fund may owe a tax (the payment of 
which will reduce the Fund’s net assets) and distributions to the Fund’s shareholders may be 



 

 

taxable, even though the shareholders at the time of the recapture might not have held Shares in 
the Fund at the time the deductions were taken by the Fund, and even though the Fund does not 
have corresponding economic gain on its investment at the time of the recapture. 
 
The tax treatment of all items allocated to the Fund each year by the MLPs will not be known 
until the Fund receives a schedule K-1 for that year with respect to each of its MLP investments. 
The Fund’s tax liability will not be known until the Fund completes its annual tax return. The 
Fund’s tax estimates could vary substantially from the actual liability and therefore the 
determination of the Fund’s actual tax liability may have a material adverse effect on the value of 
an investment in the Fund. The payment of corporate income taxes imposed on the Fund will 
decrease cash available for distribution to shareholders. 
 
Energy Sector Risks.  Many MLPs operate within the energy sector. Therefore, a substantial 
portion of the MLPs in which the Fund invests are engaged in the energy sector of the economy. 
As a result, a downturn in the energy sector of the economy, adverse political, legislative or 
regulatory developments or other events could have a larger impact on the Fund than on an 
investment company that does not invest a substantial portion of its assets in the energy sector. 
At times, the performance of securities of companies in the energy sector may lag the 
performance of other sectors or the broader market as a whole. In addition, there are several 
specific risks associated with investments in the energy sector, including the following: 

• the energy sector is highly regulated. MLPs operating in the energy sector are subject to 
significant regulation of nearly every aspect of their operations by federal, state and local 
governmental agencies; 

• MLPs operating in the energy sector may be affected by fluctuations in the prices of 
energy commodities, including, for example, natural gas, natural gas liquids and crude 
oil, in the short- and long-term; 

• MLPs engaged in the transportation or storage of energy commodities face the risk that 
commodity reserves are depleted over time, with the potential associated effect of 
causing the market value of the MLP to decline over time; 

• MLPs operating in the energy sector could be adversely affected by reductions in the 
supply of or demand for energy commodities; 

• extreme weather or other natural disasters could impact the value of MLPs operating in 
the energy sector; 

• the abilities of MLPs operating in the energy sector to grow and to increase cash 
distributions to unitholders can be highly dependent on their ability to make acquisitions 
that result in an increase in cash flows; 

• rising interest rates which could adversely impact the financial performance and/or the 
present value of cash flow of MLPs operating in the energy sector; and 

• MLPs operating in the energy sector are subject to many dangers inherent in the 
management, transportation, storage, gathering, compressing, treating, processing, 
marketing and fractionation of natural gas, natural gas liquids, crude oil, refined 
petroleum and petroleum products and other hydrocarbons. In addition, threats of attack 
by terrorists on energy assets could impact the market for MLPs operating in the energy 
sector. 



 

 

 
Industry Specific Risks.  Energy infrastructure MLPs are also subject to risks that are specific to 
the industry they serve. 

• Midstream.  Midstream MLPs that provide crude oil, refined product and natural gas 
services are subject to supply and demand fluctuations in the markets they serve which 
may be impacted by a wide range of factors including fluctuating commodity prices, 
weather, increased conservation or use of alternative fuel sources, increased 
governmental or environmental regulation, depletion, rising interest rates, declines in 
domestic or foreign production, accidents or catastrophic events, increasing operating 
expenses and economic conditions, among others. 
 

• Pipeline. Pipeline MLPs are not subject to direct commodity price exposure because they 
do not own the underlying energy commodity. However, the MLP sector can be hurt by 
market perception that MLPs’ performance and distributions are directly tied to 
commodity prices. Also, a significant decrease in the production of natural gas, oil, or 
other energy commodities, due to a decline in production from existing facilities, import 
supply disruption, or otherwise, would reduce revenue and operating income of MLPs 
and, therefore, the ability of MLPs to make distributions to partners. 
 
A sustained decline in demand for crude oil, natural gas and refined petroleum products 
could adversely affect MLP revenues and cash flows. Factors that could lead to a 
decrease in market demand include a recession or other adverse economic conditions, an 
increase in the market price of the underlying commodity, higher taxes or other 
regulatory actions that increase costs, or a shift in consumer demand for such products. 
Demand may also be adversely impacted by consumer sentiment with respect to global 
warming and/ or by any state or federal legislation intended to promote the use of 
alternative energy sources, such as bio-fuels.  
 
MLPs employ a variety of means of increasing cash flow, including increasing utilization 
of existing facilities, expanding operations through new construction, expanding 
operations through acquisitions, or securing additional long-term contracts. Thus, some 
MLPs may be subject to construction risk, acquisition risk or other risk factors arising 
from their specific business strategies. A significant slowdown in large energy 
companies’ disposition of energy infrastructure assets and other merger and acquisition 
activity in the energy MLP industry could reduce the growth rate of cash flows received 
by the Fund from MLPs that grow through acquisitions.  

 
Tax Status of the Fund. The Fund is treated as a regular corporation, or “C” corporation, for U.S. 
federal income tax purposes. This differs from most investment companies, which elect to be 
treated as “regulated investment companies” under the Code in order to avoid paying entity level 
income taxes.  Under current law, the Fund is not eligible to elect treatment as a regulated 
investment company due to its investments primarily in MLPs. Accordingly, the Fund is subject 
to U.S. federal income tax on its taxable income at the graduated rates applicable to corporations 
(currently at a maximum rate of 35%) as well as state and local income taxes.  As discussed 
below, the Fund expects that a portion of the distributions it receives from MLPs may be treated 
as a tax deferred return of capital. The amount of taxes currently paid by the Fund will vary 



 

 

depending on the amount of income, gains, losses, and deductions the Fund is allocated from its 
MLP investments and on the amount of gains and losses derived from sales of MLP interests. 
Fund-level taxes will reduce your return from an investment in the Fund. 
 
Deferred Tax Risk.  For financial reporting (but not tax reporting) purposes, the Fund will accrue 
deferred income taxes for any future tax liability associated with (i) all or a portion of certain 
MLP distributions and any net operating gains as well as (ii) capital appreciation of its 
investments.  The Fund’s accrued deferred tax liability will be reflected each day in the Fund’s 
net asset value (“NAV”).  Increases in deferred tax liability will decrease NAV.  Conversely, 
decreases in deferred tax liability will increase NAV.  The Fund generally computes deferred 
income taxes based on the federal tax rate applicable to corporations, currently 35%, and an 
assumed rate attributable to state taxes.  A change in the federal tax rate applicable to 
corporations and, consequently, any change in the deferred tax liability of the Fund, may have a 
significant impact on the NAV of the Fund.  The Fund’s current and deferred tax liability, if any, 
will depend upon the Fund’s income, gains, losses, and deductions the Fund is allocated from its 
MLP investments and on the Fund’s realized and unrealized gains and losses and therefore may 
vary greatly from year to year depending on the nature of the Fund’s investments, the 
performance of these investments and general market conditions.  The Fund will rely to a 
significant extent on information provided by the MLPs, which may not be timely, to estimate 
deferred tax liability for purposes of financial statement reporting and determining NAV. From 
time to time, the Investment Sub-Adviser may modify the estimates or assumptions regarding the 
Fund’s deferred tax liability as new information becomes available.  The Fund estimates 
regarding its deferred tax liability are made in good faith; however, the daily estimate of the 
Fund’s deferred tax liability used to calculate the Fund’s NAV could vary dramatically from the 
Fund’s actual tax liability.  Actual income taxed, if any, will be incurred over many years 
depending on if, and when, investment gains and losses are realized, the timing of recapture 
income realized by an MLP or realized by the Fund on a sale of an MLP interest, and other 
factors. As a result, the determination of the Fund’s actual tax liability may have a material 
impact on the Fund’s NAV.  
 
Although the Fund’s NAV will take into account deferred tax liabilities, there can be no 
assurance that the purchase price you pay for Shares will take into account deferred tax 
liabilities.  If you purchase Shares at a substantial premium to NAV, the value of the Shares may 
be adversely impacted by a recapture event that triggers a deferred tax liability not fully reflected 
in your purchase price or by the issuance of Creation Units at an NAV less than your purchase 
price. 
 
In the event the Fund is in a net deferred tax asset position, the Fund will evaluate all available 
information and consider the criterion established by the Financial Accounting Standards Board 
Codification Topic 740, Income Taxes (formerly Statement of Financial Accounting Standards 
No. 109) in order to properly assess whether it is more likely than not that the deferred tax asset 
will be realized or whether a valuation allowance is required. 
 
Return of Capital Distributions From the Fund Reduce the Tax Basis of Fund Shares. A portion 
of the Fund’s distributions are expected to be treated as a return of capital for tax purposes. 
Return of capital distributions are not taxable income to you but reduce your tax basis in your 



 

 

Fund Shares. Such a reduction in tax basis will generally result in larger taxable gains and/or 
lower tax losses on a subsequent sale of Fund Shares.  The Fund’s return of capital distributions 
are not derived from the net income or earnings and profits of the Fund. Shareholders should not 
assume that all Fund distributions are derived from the net income or earnings and profits of the 
Fund. 
 
Liquidity Risk.  Although MLPs trade on national securities exchanges, certain MLP securities 
may trade less frequently than those of larger companies due to their smaller capitalizations.  At 
times, due to limited trading volumes of certain MLPs, the prices of such MLPs may display 
abrupt or erratic movements.  Moreover, it may be more difficult for the Fund to buy and sell 
significant amounts of such securities without an unfavorable impact on prevailing market 
prices.  The Fund’s investment in securities that are less actively traded or over time experience 
decreased trading volume may restrict its ability to take advantage of other market opportunities 
or to dispose of securities at a fair price at the times when the Investment Sub-Adviser believes it 
is desirable to do so. This also may affect adversely the Fund’s ability to make dividend 
distributions to you.  
 
Potential Substantial After-Tax Tracking Error From Index Performance. As discussed above, 
the Fund will be subject to taxation on its taxable income. The Index, however, is calculated 
without any deductions for taxes. As a result, the Fund’s after tax performance could differ 
significantly from the Index even if the pretax performance of the Fund and the performance of 
the Index are closely correlated.  
 
Risk of Cash Transactions. Unlike many exchange-traded funds (“ETFs”), the Fund expects to 
effect redemptions principally for cash, rather than in-kind. Other ETFs generally are able to 
make in-kind redemptions and avoid realized gains in connection with transactions designed to 
meet redemption requests.  Because the Fund may effect redemptions principally for cash, rather 
than in-kind distributions, it may be required to sell portfolio securities in order to obtain the 
cash needed to distribute redemption proceeds.  Such cash transactions may have to be carried 
out over several days if the securities market is relatively illiquid and may involve considerable 
brokerage fees. These brokerage fees, which will be higher than if the Fund redeemed its Shares 
in-kind, will be passed on to redeemers of Creation Units in the form of redemption transaction 
fees.  In addition, these factors may result in wider spreads between the bid and the offered 
prices of the Fund’s Shares than for more conventional ETFs. Sales of portfolio securities to 
generate cash may trigger recapture income, which may be taxable to the Fund and may cause 
distributions from the Fund to be treated as taxable dividends. 
 
Management Risk: Because the Fund may not fully replicate its Index and may hold fewer than 
the total number of securities in its Index and may hold securities not included in its Index, the 
Fund is subject to management risk. This is the risk that the Investment Sub-Adviser’s security 
selection process, which is subject to a number of constraints, may not produce the intended 
results.   
 
Market Risk: The values of equity securities in the Index could decline generally or could 
underperform other investments. 
 



 

 

Non-Diversification Risk: The Fund is non-diversified, meaning that, as compared to a 
diversified fund, it can invest a greater percentage of its assets in securities issued by or 
representing a small number of issuers.  As a result, the performance of these issuers can have a 
substantial impact on the Fund’s performance.  
 
Passive Investment Risk: The Fund is not actively managed and therefore the Fund would not sell 
shares of an equity security due to current or projected underperformance of a security, industry 
or sector, unless that security is removed from the Index or the selling of shares of that security is 
otherwise required upon a rebalancing of the Index as addressed in the Index methodology.  
 
Non-Correlation Risk:  The Fund’s returns may not match the return of the Index for reasons 
other than the risk of tracking error due to the effect of taxes. For example, the Fund incurs some 
other operating expenses which are not applicable to the Index, as well as transaction costs in 
buying and selling securities, especially when rebalancing the Fund’s securities holdings to 
reflect Index composition changes. 
 

Performance Information 
 
The Fund commenced operations on February 12, 2013 and therefore does not have performance 
history for a full calendar year. Once the Fund has completed a full calendar year of operations, a 
bar chart and table will be included that will provide some indication of the risks of investing in 
the Fund by showing the variability of the Fund's return based on net assets and comparing the 
variability of the Fund’s return to a broad measure of market performance. 
 

Investment Advisers 
 
Exchange Traded Concepts, LLC serves as the investment adviser to the Fund. Yorkville ETF 
Advisors, LLC, the Investment Sub-Adviser, and Index Management Solutions, LLC, the 
Trading Sub-Adviser, serve as sub-advisers to the Fund. 
 

Portfolio Manager 
 
Darren R. Schuringa, CFA, is a Portfolio Manager of Yorkville ETF Advisors, LLC and has 
served as portfolio manager of the Fund since its inception. 
 
For important information about the purchase and sale of Fund shares and tax information, 
please turn to “Summary Information about Purchasing and Selling Shares and Taxes” on page 
19 of the prospectus. 
 
  



 

 

 
 

Summary Information about Purchasing and Selling Shares and 
Taxes  

 
Purchase and Sale of Fund Shares 

 
The Funds will issue (or redeem) shares to certain institutional investors (typically market 
makers or other broker-dealers) only in large blocks of at least 50,000 shares known as “Creation 
Units.”  Creation Unit transactions are typically conducted in exchange for the deposit or 
delivery of in-kind securities and/or cash constituting a substantial replication, or a 
representation, of the securities included in each Fund’s benchmark Index.  Redemptions of 
Creation Units are effected principally for cash.  Individual shares may only be purchased and 
sold on a national securities exchange through a broker-dealer.  You can purchase and sell 
individual Shares of the Funds throughout the trading day like any publicly traded security.  Each 
Fund’s Shares are listed on the NYSE Arca, Inc. (“NYSE Arca”).  The price of each Fund’s 
Shares is based on market price, and because exchange-traded fund shares trade at market prices 
rather than NAV, Shares may trade at a price greater than NAV (premium) or less than NAV 
(discount).  Except when aggregated in Creation Units, the Funds’ shares are not 
redeemable securities.   
 

Tax Information 
 
Each Fund’s taxable distributions will generally be treated as ordinary income or qualified 
dividend income to the extent of each Fund’s current and accumulated earnings and profits. 
Distributions exceeding such amount will be treated first as a return of capital to the extent of, 
and in reduction of, a shareholder’s tax basis in his or her Shares and, after the shareholder’s tax 
basis is reduced to zero, as gain on the sale or exchange of Shares. A reduction in a shareholder’s 
tax basis will generally result in larger taxable gains and/or lower tax losses on a subsequent sale 
of Fund Shares.  A portion of each Fund’s distributions is expected to be treated as a return of 
capital for tax purposes.  A Fund’s return of capital distributions are not derived from the net 
income or earnings and profits of the Fund. Shareholders should not assume that all Fund 
distributions are derived from the net income or earnings and profits of each Fund. 
 

  



 

 

Index/Trademark License/Disclaimers 
 

The Indexes are calculated and administered by Structured Solutions AG (“Structured 
Solutions”).  Structured Solutions is not affiliated with the Trust, the Adviser, the Investment 
Sub-Adviser, the Trading Sub-Adviser, the Funds’ administrator, custodian, transfer agent or 
distributor, or any of their respective affiliates.  The Investment Sub-Adviser has entered into a 
license agreement with Structured Solutions pursuant to which the Investment Sub-Adviser pays 
a fee to use the Indexes.  The Investment Sub-Adviser is sub-licensing rights to the Indexes to 
the Funds at no charge.  
 
Shares of the Trust are not sponsored, promoted, sold or supported in any other manner by 
Structured Solutions nor does Structured Solutions offer any express or implicit guarantee or 
assurance either with regard to the results of using an Index and/or Index trade mark or an Index 
price at any time or in any other respect. The Indexes are calculated and published by Structured 
Solutions.  Structured Solutions uses its best efforts to ensure that each Index is calculated 
correctly. Irrespective of its obligations towards the Trust, Structured Solutions has no obligation 
to point out errors in the Indexes to third parties including but not limited to investors and/or 
financial intermediaries of the financial instrument. Neither publication of the Indexes by 
Structured Solutions nor the licensing of the Indexes or Index trade marks for the purpose of use 
in connection with Shares of the Trust constitutes a recommendation by Structured Solutions to 
invest capital in Shares of the Trust nor does it in any way represent an assurance or opinion of 
Structured Solutions with regard to any investment in Shares of the Trust. 
 

Additional Information about Principal Investment Strategies 
 

Additional Information About MLPs  
 
MLPs are publicly traded partnerships engaged in the transportation, storage, processing, 
refining, marketing, exploration, production, and mining of minerals and natural resources.  By 
confining their operations to these specific activities, their interests, or units, are able to trade on 
public securities exchanges exactly like the shares of a corporation, without entity level taxation. 
Partnerships eligible for inclusion in an Index are subject to further liquidity screens before they 
may be included in an Index.   
 
MLPs’ disclosures are regulated by the United States Securities and Exchange Commission 
(“SEC”) and MLPs must file Form 10-Ks, Form 10-Qs, and notices of material changes like any 
publicly traded corporation. MLPs also must comply with certain requirements applicable to 
public companies under the Sarbanes-Oxley Act of 2002. 
 
To qualify as an MLP and to not be taxed as a corporation, a partnership must receive at least 
90% of its income from qualifying sources as set forth in Section 7704(d) of the Code. These 
qualifying sources include natural resource-based activities such as the exploration,  
development, mining, production, processing, refining, transportation, storage and marketing of 
mineral or natural resources.  An MLP consists of a general partner and limited partners (or in 
the case of MLPs organized as limited liability companies, a managing member and members). 
The general partner or managing member typically controls the operations and management of 
the MLP and has an ownership stake in the MLP. The limited partners or members, through their 



 

 

ownership of limited partner or member interests, provide capital to the entity, are intended to 
have no role in the operation and management of the entity and receive cash distributions. The 
MLPs themselves generally do not pay United States federal income taxes, but investors (like a 
Fund) that hold interests in MLPs are generally subject to tax on their allocable shares of the 
income and gains of the MLPs. Thus, unlike investors in corporate securities, direct MLP 
investors are generally not subject to double taxation (i.e., corporate level tax and tax on 
corporate dividends). Currently, most MLPs operate in the energy and/or natural resources 
sectors.  
 
General partner or managing member interests receive cash distributions, typically in an amount 
of up to 2% of available cash, which is contractually defined in the partnership or limited 
liability company agreement. In addition, holders of general partner or managing member 
interests typically receive incentive distribution rights (“IDRs”), which provide them with an 
increasing share of the entity’s aggregate cash distributions upon the payment of per common 
unit distributions that exceed specified threshold levels above the minimum quarterly 
distribution. Due to the IDRs, general partners of MLPs have higher distribution growth 
prospects than their underlying MLPs, but quarterly incentive distribution payments would also 
decline at a greater rate than the decline rate in quarterly distributions to common and 
subordinated unit holders in the event of a reduction in the MLP’s quarterly distribution.  In 
addition, some MLPs permit the holder of IDRs to reset, under specified circumstances, the 
incentive distribution levels and receive compensation in exchange for the distribution rights 
given up in the reset. 
 

 
Additional Risk Information  

 
The following section provides additional information regarding certain of the principal risks 
identified under “Principal Risks” in the “Fund Summary” section along with additional risk 
information. 
 
Principal Risks 
 
MLP Risk.  An investment in MLP units involves risks that differ from a similar investment in 
equity securities, such as common stock, of a corporation. Holders of MLP units have the rights 
typically afforded to limited partners in a limited partnership. Holders of MLP units are subject 
to certain risks inherent in the structure of MLPs, including (i) tax risks (described further 
below), (ii) the limited ability to elect or remove management or the general partner or managing 
member (iii) limited voting rights, except with respect to extraordinary transactions, and (iv) 
conflicts of interest between the general partner or managing member and its affiliates, on the 
one hand, and the limited partners or members, on the other hand, including those arising from 
incentive distribution payments or corporate opportunities.  General partners typically have 
limited fiduciary duties to an MLP, which could allow a general partner to favor its own interests 
over the MLP’s interests.  In addition, general partners of MLPs often have limited call rights 
that may require unitholders to sell their common units at an undesirable time or price.  MLPs 
may issue additional common units without unitholder approval, which would dilute the interests 
of existing unitholders, including a Fund’s ownership interest.  



 

 

 
MLP common units and other equity securities can be affected by macro-economic and other 
factors affecting the stock market in general, expectations of interest rates, investor sentiment 
towards MLPs or the energy sector, changes in a particular issuer’s financial condition, or  
unfavorable or unanticipated poor performance of a particular issuer (in the case of MLPs, 
generally measured in terms of distributable cash flow). Prices of common units of individual 
MLPs and other equity securities also can be affected by fundamentals unique to the partnership 
or company, including cash flow growth, cash generating power and distribution coverage. 
 
The Funds derive a significant portion of its cash flow from investments in equity securities of 
MLPs. Therefore, the amount of cash that a Fund will have available to pay or distribute will 
depend on the ability of the MLPs that a Fund owns to make distributions to their partners and 
the tax character of those distributions. Neither the Funds nor the Adviser has control over the 
actions of underlying MLPs. The amount of cash that each individual MLP can distribute to its 
partners will depend on the amount of cash it generates from operations, which will vary from 
quarter to quarter depending on factors affecting the energy infrastructure market generally and 
on factors affecting the particular business lines of the MLP. Available cash will also depend on 
the MLPs’ level of operating costs (including incentive distributions to the general partner), level 
of capital expenditures, debt service requirements, acquisition costs (if any), fluctuations in 
working capital needs and other factors. The Funds expect to generate significant investment 
income, and a Fund’s investments may not distribute the expected or anticipated levels of cash, 
resulting in the risk that a Fund may not have the ability to make cash distributions as investors 
expect from MLP-focused investments. 
 
MLP Tax Risk.  The benefit you are expected to derive from the Funds’ investment in MLPs 
depends largely on the MLPs being treated as partnerships for federal income tax purposes. As a 
partnership, an MLP has no federal income tax liability at the entity level. Rather, each partner of 
the MLP, in computer its U.S. federal income tax liability, must include its allocable share of the 
MLP’s income, gains, losses, deductions and tax credits. If, as a result of a change in current law 
or a change in an MLP’s underlying business mix, an MLP were treated as a corporation for 
federal income tax purposes, the MLP would be obligated to pay federal income tax on its 
income at the corporate tax rate (currently at a maximum rate of 35%). If an MLP were classified 
as a corporation for federal income tax purposes, the amount of cash available for distribution 
could be reduced and part or all of the distributions a Fund receives might be taxed entirely as 
dividend income. Therefore, treatment of one or more MLPs as a corporation for federal income 
tax purposes could affect a Fund’s ability to meet its investment objective and could reduce the 
amount of cash available to pay or distribute to you. 
 
The tax treatment of publicly traded partnerships could be subject to potential legislative, judicial 
or administrative changes and differing interpretations, possibly on a retroactive basis. For 
example, Congress has from time to time evaluated proposals that could materially impact 
publicly traded partnerships. Any modification to the federal income tax laws and interpretations 
thereof may or may not be applied retroactively. Any such changes could negatively impact the 
value of an investment in MLPs and therefore the value of your investment in a Fund. In 
addition, there have been proposals to reduce or eliminate tax incentives widely used by oil, gas 
and coal companies, and the imposition of new fees on certain energy producers. The elimination 



 

 

of such tax incentives and imposition of such fees could adversely affect MLPs and other natural 
resources sector companies in which a Fund invests and/or the natural resources sector generally. 
 
Each Fund will be a limited partner in the MLPs in which it invests. As a result, it will be 
allocated a pro rata share of income, gains, losses, deductions and expenses from those MLPs. 
Historically, a significant portion of income from such MLPs has been offset by tax deductions. 
A Fund will incur a current tax liability on that portion of an MLP’s income and gains that is not 
offset by tax deductions and losses. The percentage of an MLP’s income and gains which is 
offset by tax deductions and losses will fluctuate over time for various reasons. A significant 
slowdown in acquisition activity by MLPs in the Indexes could result in a reduction of 
accelerated depreciation generated by new acquisitions, which may result in increased current 
income tax liability to a Fund. 
 
An MLP’s distributions to a Fund generally will not be taxable unless the cash amount (or, in 
certain cases, the value of marketable securities) distributed exceeds the Fund’s basis in its 
interest in the MLP.  Distributions received by a Fund from an MLP will reduce the Fund’s 
adjusted basis in its interest in the MLP, but not below zero.  A reduced basis will generally 
result in an increase in the amount of gain (or decrease in the amount of loss) that will be 
recognized by the Fund for tax purposes on the sale of its interest in the MLP.  Cash distributions 
from an MLP to a Fund (and, in certain cases, the value of marketable securities distributed by 
an MLP to a Fund) in excess of the Fund’s basis in the MLP will generally be taxable to the 
Fund as capital gain.  The Funds will not benefit from favorable federal income tax rates on 
long-term capital gains because they will be treated as corporations for federal income tax 
purposes. 
 
Depreciation or other cost recovery deductions passed through to a Fund from investments in 
MLPs in a given year will generally reduce the Fund’s taxable income (and earnings and profits), 
but those deductions may be recaptured in the Fund’s income (and earnings and profits) in 
subsequent years when the MLPs dispose of their assets or when the Fund disposes of its 
interests in the MLPs.  When deductions are recaptured, the Fund may owe a tax (the payment of 
which will reduce the Fund’s net assets) and distributions to the Fund’s shareholders may be 
taxable, even though the shareholders at the time of the recapture might not have held Shares in 
the Fund at the time the deductions were taken by the Fund, and even though the Fund does not 
have corresponding economic gain on its investment at the time of the recapture. 
 
The tax treatment of all items allocated to a Fund each year by MLPs will not be known until the 
Fund receives a schedule K-1 for that year with respect to each of its MLP investments. A 
Fund’s tax liability will not be known until the Fund completes its annual tax return. A Fund’s 
tax estimates could vary substantially from the actual liability and therefore the determination of 
a Fund’s actual tax liability may have a material adverse effect on the value of an investment in a 
Fund. The payment of corporate income taxes imposed on a Fund will decrease cash available 
for distribution to shareholders. 
 
Energy Sector Risks.  Many MLPs operate within the energy sector. Therefore, a substantial 
portion of the MLPs in which a Fund invests are engaged in the energy sector of the economy. 
To the extent an Index includes securities of issuers in the energy sector; a Fund will invest in 



 

 

companies in such sector. As such, a Fund will be sensitive to changes in, and its performance 
will depend to a greater extent on, the overall condition of the energy sector.  At times, the 
performance of companies in the energy sector may lag the performance of other sectors or the 
broader market as a whole. In addition, there are several specific risks associated with 
investments in the energy sector, including, but not limited to, the following: 
 

• Regulatory Risk.  The energy sector is highly regulated. MLPs operating in the energy 
sector are subject to significant regulation of nearly every aspect of their operations by 
federal, state and local governmental agencies. Such regulation can change rapidly or 
over time in both scope and intensity. For example, a particular by-product or process, 
including hydraulic fracturing, may be declared hazardous—sometimes retroactively—by 
a regulatory agency and unexpectedly increase production costs. Various governmental 
authorities have the power to enforce compliance with these regulations and the permits 
issued under them, and violators are subject to administrative, civil and criminal 
penalties, including civil fines, injunctions or both. Stricter laws, regulations or 
enforcement policies could be enacted in the future which would likely increase 
compliance costs and may materially adversely affect the financial performance of MLPs 
operating in the energy sector.  There is an inherent risk that MLPs may incur material 
environmental costs and liabilities due to the nature of their businesses and the substances 
they handle, including substantial liabilities for environmental cleanup and restoration 
costs, claims made by neighboring landowners and other third parties for personal injury 
and property damage, and fines or penalties for related violations of environmental laws 
or regulations. 

• Commodity Price Risk.  MLPs operating in the energy sector may be affected by 
fluctuations in the prices of energy commodities, including, for example, natural gas, 
natural gas liquids, crude oil and coal, in the short- and long-term. Fluctuations in energy 
commodity prices would impact directly companies that own such energy commodities 
and could impact indirectly companies that engage in transportation, storage, processing, 
distribution or marketing of such energy commodities. Fluctuations in energy commodity 
prices can result from changes in general economic conditions or political circumstances 
(especially of key energy producing and consuming countries); market conditions; 
weather patterns; domestic production levels; volume of imports; energy conservation; 
domestic and foreign governmental regulation; international politics; policies of OPEC; 
taxation; tariffs; and the availability and costs of local, intrastate and interstate 
transportation methods.  The energy sector as a whole may also be impacted by the 
perception that the performance of energy sector companies is directly linked to 
commodity prices. High commodity prices may drive further energy conservation efforts, 
and a slowing economy may adversely impact energy consumption, which may adversely 
affect the performance of MLPs and other companies operating in the energy sector. 
Recent economic and market events have fueled concerns regarding potential liquidations 
of commodity futures and options positions. 

• Depletion Risk.  MLPs engaged in the exploration, development, management or 
production of energy commodities face the risk that commodity reserves are depleted 
over time, with the potential associated effect of causing the market value of the MLP to 
decline over time. Such companies seek to increase their reserves through expansion of 



 

 

their current businesses, acquisitions, further development of their existing sources of 
energy commodities, exploration of new sources of energy commodities or by entering 
into long-term contracts for additional reserves; however, there are risks associated with 
each of these potential strategies. If such companies fail to acquire additional reserves in 
a cost-effective manner and at a rate at least equal to the rate at which their existing 
reserves decline, their financial performance may suffer. Additionally, failure to replenish 
reserves could reduce the amount and affect the tax characterization of the distributions 
paid by such companies. 

• Supply and Demand Risk. MLPs operating in the energy sector could be adversely 
affected by reductions in the supply of or demand for energy commodities. The volume 
of production of energy commodities and the volume of energy commodities available 
for transportation, storage, processing or distribution could be affected by a variety of 
factors, including depletion of resources; depressed commodity prices; catastrophic 
events; labor relations; increased environmental or other governmental regulation; 
equipment malfunctions and maintenance difficulties; import volumes; international 
politics, policies of OPEC; and increased competition from alternative energy sources. 
Alternatively, a decline in demand for energy commodities could result from factors such 
as adverse economic conditions (especially in key energy-consuming countries); 
increased taxation; increased environmental or other governmental regulation; increased 
fuel economy; increased energy conservation or use of alternative energy sources; 
legislation intended to promote the use of alternative energy sources; or increased 
commodity prices. 

• Weather Risks. Weather conditions and the seasonality of weather patterns play a role in 
the cash flows of certain MLPs operating in the energy sector.  MLPs in the propane 
industry; for example, rely on the winter heating season to generate almost all of their 
cash flow. In an unusually warm winter season, propane MLPs experience decreased 
demand for their product.  Although most MLPs can reasonably predict seasonal weather 
demand based on normal weather patterns, extreme weather conditions, such as the 
hurricanes that severely damaged cities along the U.S. Gulf Coast in recent years, 
demonstrate that no amount of preparation can protect an MLP from the unpredictability 
of the weather.  The damage done by extreme weather also may serve to increase 
insurance premiums for energy assets owned by MLPs, could significantly increase the 
volatility in the supply of energy-related commodities and could adversely affect such 
companies’ financial condition and ability to pay distributions to shareholders. 

• Acquisition Risk.  The abilities of MLPs operating in the energy sector to grow and to 
increase cash distributions to unitholders can be highly dependent on their ability to make 
acquisitions that result in an increase in cash flows. In the event that MLPs are unable to 
make such accretive acquisitions because they are unable to identify attractive acquisition 
candidates and negotiate acceptable purchase contracts, because they are unable to raise 
financing for such acquisitions on economically acceptable terms, or because they are 
outbid by competitors, their future growth and ability to raise distributions will be 
limited. Furthermore, even if MLPs do consummate acquisitions that they believe will be 
accretive, the acquisitions may instead result in a decrease in cash flow.  Any acquisition 
involves risks, including, among other things: mistaken assumptions about revenues and 



 

 

costs, including synergies; the assumption of unknown liabilities; limitations on rights to 
indemnity from the seller; the diversion of management’s attention from other business 
concerns; unforeseen difficulties operating in new product or geographic areas; and 
customer or key employee losses at the acquired businesses. 

• Interest Rate Risk. Rising interest rates could adversely impact the financial performance 
and/or the present value of cash flow of MLPs operating in the energy sector by 
increasing their costs of capital.  This may reduce their ability to execute acquisitions or 
expansion projects in a cost-effective manner.  MLP valuations are based on numerous 
factors, including sector and business fundamentals, management expertise, and 
expectations of future operating results.  However, MLP yields are also susceptible in the 
short-term to fluctuations in interest rates and the prices of MLP securities may decline 
when interest rates rise.  

• Catastrophic Event Risk. MLPs operating in the energy sector are subject to many 
dangers inherent in the production, exploration, management, transportation, processing 
and distribution of natural gas, natural gas liquids, crude oil, refined petroleum products 
and other hydrocarbons.  These dangers include leaks, fires, explosions, damage to 
facilities and equipment resulting from natural disasters, inadvertent damage to facilities 
and equipment (such as those suffered by BP’s Deepwater Horizon drilling platform in 
2010) and terrorist acts. Since the September 11th terrorist attacks, the U.S. government 
has issued warnings that energy assets, specifically U.S. pipeline infrastructure, may be 
targeted in future terrorist attacks. These dangers give rise to risks of substantial losses as 
a result of loss or destruction of reserves; damage to or destruction of property, facilities 
and equipment; pollution and environmental damage; and personal injury or loss of life.  
Any occurrence of such catastrophic events could bring about a limitation, suspension or 
discontinuation of the operations of certain assets owned by such MLP. MLPs operating 
in the energy sector may not be fully insured against all risks inherent in their business 
operations and, therefore, accidents and catastrophic events could adversely affect such 
companies’ financial condition and ability to pay distributions to shareholders. We expect 
that increased governmental regulation to mitigate such catastrophic risk such as the 
recent oil spills referred to above, could increase insurance premiums and other operating 
costs for MLPs. 

Industry Specific Risks.  MLPs can be negatively impacted by market perception that MLPs’ 
performance and distributions are directly tied to commodity prices. Furthermore, a significant 
decrease in the production of natural gas, oil or other energy commodities, due to a decline in 
production from existing facilities, import supply disruption or otherwise, would reduce revenue 
and operating income of MLPs and, therefore, the ability of MLPs to make distributions to 
partners. Changes in demand for transportation of commodities over longer distances and supply 
of vessels to carry those commodities may materially affect revenues, profitability and cash 
flows.     
 
 Energy Sector.  MLPs operating in the energy sector are also subject to risks that are 
 specific to the industry they serve. 



 

 

• Midstream. MLPs that operate midstream assets are subject to supply and demand 
fluctuations in the markets they serve which may be impacted by a wide range of factors 
including fluctuating commodity prices, weather, increased conservation or use of 
alternative fuel sources, increased governmental or environmental regulation, depletion, 
rising interest rates, declines in domestic or foreign production, accidents or catastrophic 
events, increasing operating expenses and economic conditions, among others.  Further, 
MLPs that operate gathering and processing assets are subject to natural declines in the 
production of the oil and gas fields they serve. In addition, some gathering and processing 
contracts subject the owner of such assets to direct commodity price risk. 

• Exploration and production. Exploration and production MLPs are particularly vulnerable 
to declines in the demand for and prices of crude oil and natural gas. Reductions in prices 
for crude oil and natural gas can cause a given reservoir to become uneconomic for 
continued production earlier than it would if prices were higher, resulting in the plugging 
and abandonment of, and cessation of production from, that reservoir. In addition, lower 
commodity prices not only reduce revenues but also can result in substantial downward 
adjustments in reserve estimates. The accuracy of any reserve estimate is a function of 
the quality of available data, the accuracy of assumptions regarding future commodity 
prices and future exploration and development costs and engineering and geological 
interpretations and judgments. Different reserve engineers may make different estimates 
of reserve quantities and related revenue based on the same data. Actual oil and gas 
prices, development expenditures and operating expenses will vary from those assumed 
in reserve estimates, and these variances may be significant. Any significant variance 
from the assumptions used could result in the actual quantity of reserves and future net 
cash flow being materially different from those estimated in reserve reports. In addition, 
results of drilling, testing and production and changes in prices after the date of reserve 
estimates may result in downward revisions to such estimates. Substantial downward 
adjustments in reserve estimates could have a material adverse effect on a given 
exploration and production company’s financial position and results of operations. In 
addition, due to natural declines in reserves and production, exploration and production 
companies must economically find or acquire and develop additional reserves in order to 
maintain and grow their revenues and distributions.  Exploration and production MLPs 
seek to reduce cash flow volatility associated with commodity prices by executing multi-
year hedging strategies that fix the price of gas and oil produced.  There can be no 
assurance that the hedging strategies currently employed by these MLPs are currently 
effective or will remain effective. 

• Marine shipping.  Marine shipping MLPs are primarily marine transporters of natural gas, 
crude oil or refined petroleum products.  Marine shipping companies are exposed to 
many of the same risks as other energy companies.  In addition, the highly cyclical nature 
of the marine transportation industry may lead to volatile changes in charter rates and 
vessel values, which may adversely affect the revenues, profitability and cash flows of 
such companies. Fluctuations in charter rates result from changes in the supply and 
demand for vessel capacity and changes in the supply and demand for certain energy 
commodities.  Changes in demand for transportation of commodities over longer 
distances and supply of vessels to carry those commodities may materially affect 
revenues, profitability and cash flows.  The value of marine transportation vessels may 
fluctuate and could adversely affect the value of shipping company securities in a Fund’s 



 

 

portfolio.  Declining marine transportation values could affect the ability of shipping 
companies to raise cash by limiting their ability to refinance their vessels, thereby 
adversely impacting such company’s liquidity.  Shipping company vessels are at risk of 
damage or loss because of events such as mechanical failure, collision, human error, war, 
terrorism, piracy, cargo loss and bad weather. In addition, changing economic, regulatory 
and political conditions in some countries, including political and military conflicts, have 
from time to time resulted in attacks on vessels, mining of waterways, piracy, terrorism, 
labor strikes, boycotts and government requisitioning of vessels.  These sorts of events 
could interfere with shipping lanes and result in market disruptions and a significant 
reduction in cash flow for the shipping companies. 

• Propane. Propane MLPs are distributors of propane to homeowners for space and water 
heating.  MLPs with propane assets are subject to earnings variability based upon weather 
conditions in the markets they serve, fluctuating commodity prices, customer 
conservation and increased use of alternative fuels, increased governmental or 
environmental regulation, and accidents or catastrophic events, among others. 

• Natural Resource. MLPs with coal, timber, fertilizer and other mineral assets are subject 
to supply and demand fluctuations in the markets they serve, which will be impacted by a 
wide range of domestic and foreign factors including fluctuating commodity prices, the 
level of their customers’ coal stockpiles, weather, increased conservation or use of 
alternative fuel sources, increased governmental or environmental regulation, depletion, 
declines in production, mining accidents or catastrophic events, health claims and 
economic conditions, among others. In light of increased state and federal regulation, it 
has been increasingly difficult to obtain and maintain the permits necessary to mine coal. 
Further, such permits, if obtained, have increasingly contained more stringent, and more 
difficult and costly to comply with, provisions relating to environmental protection. 

 
 Energy Infrastructure Sector.  Energy infrastructure MLPs are also subject to risks that 
 are specific to the industry they serve. 

• Midstream.  Midstream MLPs that provide crude oil, refined product and natural gas 
services are subject to supply and demand fluctuations in the markets they serve which 
may be impacted by a wide range of factors including fluctuating commodity prices, 
weather, increased conservation or use of alternative fuel sources, increased 
governmental or environmental regulation, depletion, rising interest rates, declines in 
domestic or foreign production, accidents or catastrophic events, increasing operating 
expenses and economic conditions, among others. 
 

• Pipeline. Pipeline MLPs are not subject to direct commodity price exposure because they 
do not own the underlying energy commodity. However, the MLP sector can be hurt by 
market perception that MLPs’ performance and distributions are directly tied to 
commodity prices. Also, a significant decrease in the production of natural gas, oil, or 
other energy commodities, due to a decline in production from existing facilities, import 
supply disruption, or otherwise, would reduce revenue and operating income of MLPs 
and, therefore, the ability of MLPs to make distributions to partners. 
 



 

 

A sustained decline in demand for crude oil, natural gas and refined petroleum products 
could adversely affect MLP revenues and cash flows. Factors that could lead to a 
decrease in market demand include a recession or other adverse economic conditions, an 
increase in the market price of the underlying commodity, higher taxes or other 
regulatory actions that increase costs, or a shift in consumer demand for such products. 
Demand may also be adversely impacted by consumer sentiment with respect to global 
warming and/ or by any state or federal legislation intended to promote the use of 
alternative energy sources, such as bio-fuels.  
 

MLPs employ a variety of means of increasing cash flow, including increasing utilization of 
existing facilities, expanding operations through new construction, expanding operations through 
acquisitions, or securing additional long-term contracts. Thus, some MLPs may be subject to 
construction risk, acquisition risk or other risk factors arising from their specific business 
strategies. A significant slowdown in large energy companies’ disposition of energy 
infrastructure assets and other merger and acquisition activity in the energy MLP industry could 
reduce the growth rate of cash flows received by a Fund from MLPs that grow through 
acquisitions.  
 
Deferred Tax Asset Risk.  To the extent a Fund accrues a net deferred tax asset, consideration 
will be given as to whether or not a valuation allowance is required. The need to establish a 
valuation allowance for deferred tax assets will be assessed periodically by a Fund based on the 
criterion established by the Financial Accounting Standards Board Codification Topic 740, 
Income Taxes (formerly Statement of Financial Accounting Standards No. 109) (“ASC Topic 
740”) that it is more likely than not that some portion or all of the deferred tax asset will not be 
realized.  In the assessment for a valuation allowance, consideration will be given to all positive 
and negative evidence related to the realization of the deferred tax asset. This assessment will 
consider, among other matters, the nature, frequency and severity of current and cumulative 
losses, forecasts of future profitability (which are highly dependent on future MLP cash 
distributions), the duration of statutory carryforward periods and the associated risk that 
operating loss carryforwards may expire unused.  If a valuation allowance is required to reduce 
the deferred tax asset in the future, it could have a material impact on a Fund’s NAV and results 
of operations in the period it is recorded.  To the extent a Fund accrues a net deferred tax asset in 
the future, such deferred tax assets may constitute a relatively high percentage of a Fund’s NAV. 
Any valuation allowance required against such deferred tax assets or future adjustments to a 
valuation allowance may reduce a Fund’s deferred tax assets and could have a material impact 
on a Fund’s NAV and results of operations in the period the valuation allowance is recorded or 
adjusted. 
 
Non-Diversification Risk.  Each Fund is a non-diversified investment company under the 
Investment Company Act of 1940, as amended (the “1940 Act”) and will not elect to be treated 
as a regulated investment company under the Code. As a result, there are no regulatory 
requirements under the 1940 Act or the Code that limit the proportion of a Fund’s assets that 
may be invested in securities of a single issuer. Accordingly, a Fund may invest a greater portion 
of its assets in a more limited number of issuers than a diversified fund. A Fund will select its 
investments from the small pool of energy infrastructure MLPs consistent with its investment 
objective and policies. An investment in a Fund may present greater risk to an investor than an 



 

 

investment in a diversified portfolio because changes in the financial condition or market 
assessment of a single issuer may cause greater fluctuations in the value of a Fund’s Shares. 
 
Passive Investment Risk. The Funds are not actively managed. Therefore, unless a specific 
security is removed from an Index or the selling of shares of that security is otherwise required 
upon a rebalancing of an Index as addressed in the Index methodology, a Fund generally would 
not sell a security because the security’s issuer was in financial trouble. If a specific security is 
removed from an Index, a Fund may be forced to sell such security at an inopportune time or for 
a price other than the security’s current market value. An investment in a Fund involves risks 
similar to those of investing in any equity securities traded on an exchange, such as market 
fluctuations caused by such factors as economic and political developments, changes in interest 
rates and perceived trends in security prices. It is anticipated that the value of Fund Shares will 
decline, more or less, in correspondence with any decline in value of an Index. The Indexes may 
not contain the appropriate mix of securities for any particular point in the business cycle of the 
overall economy, particular economic sectors, or narrow industries within which the commercial 
activities of the companies comprising the portfolio securities holdings of a Fund are conducted, 
and the timing of movements from one type of security to another in seeking to replicate an 
Index could have a negative effect on a Fund. Unlike with an actively managed fund, the Adviser 
does not use techniques or defensive strategies designed to lessen the effects of market volatility 
or to reduce the impact of periods of market decline. This means that, based on market and 
economic conditions, a Fund’s performance could be lower than other types of mutual funds that 
may actively shift their portfolio assets to take advantage of market opportunities or to lessen the 
impact of a market decline. 
 
Tracking Error Risk. Tracking error refers to the risk that the Adviser may not be able to cause a 
Fund’s performance to match or correlate to that of its Index, either on a daily or aggregate basis. 
There are a number of factors that may contribute to a Fund’s tracking error, such as Fund 
expenses, imperfect correlation between a Fund’s investments and those of its Index, rounding of 
share prices, the timing or magnitude of changes to the composition of its Index, regulatory 
policies, and high portfolio turnover rate. The Funds incur a number of operating expenses not 
applicable to the Indexes and incurs costs associated with buying and selling securities, 
especially when rebalancing a Fund’s securities holdings to reflect changes in the composition of 
its Index and raising cash to meet redemptions or deploying cash in connection with newly 
created Creation Units.  In addition, mathematical compounding may prevent a Fund from 
correlating with the monthly, quarterly, annual or other period performance of its benchmark.  
Tracking error may cause a Fund’s performance to be less than expected. As discussed above, 
the Funds will be subject to taxation on their taxable income.  The NAV of Fund Shares will also 
be reduced by the accrual of any deferred tax liabilities. The Indexes however are calculated 
without any deductions for taxes except to the extent of withholding taxes on distributions of 
foreign securities as addressed in the Index methodology. As a result, a Fund’s after tax 
performance could differ significantly from its Index even if the pretax performance of a Fund 
and the performance of its Index are closely correlated. 
 

 
 
 



 

 

Additional Investment Strategies  
 
The Funds, using an “indexing” investment approach, seek to provide investment results that, 
before fees and expenses, correspond generally to the price and yield performance of its Index.  
A number of factors may affect a Fund’s ability to achieve a high correlation with its Index, 
including the degree to which a Fund utilizes a sampling methodology. There can be no 
guarantee that a Fund will achieve a high degree of correlation.   
 
Upon the recommendation of the Investment Sub-Adviser, the Trading Sub-Adviser may sell 
securities that are represented in an Index or purchase securities not yet represented in an Index, 
in anticipation of their removal from or addition to an Index.  There may also be instances in 
which the Investment Sub-Adviser may choose to overweight securities in an Index, thus causing 
the Trading Sub-Adviser to purchase or sell securities not in an Index which the Investment Sub-
Adviser believes are appropriate to substitute for certain securities in a Fund’s Index or utilize 
various combinations of other available investment techniques in seeking to track its Index.  The 
Funds will not take defensive positions.   
 
Each Fund may invest up to 20% of its total assets in cash, cash equivalents, such as money 
market instruments, or other types of investments that are not included in the Fund’s underlying 
index, including in certain derivatives, to the extent that the Investment Sub-Adviser believes 
such investments should help the Fund’s overall portfolio track its underlying index. 
 
Each Fund may change its investment objective and underlying index without shareholder 
approval.    
 

Additional Risks 
 
Trading Issues. Although Fund Shares are listed for trading on the NYSE Arca, there can be no 
assurance that an active trading market for such shares will develop or be maintained. Trading in 
Fund Shares may be halted due to market conditions or for reasons that, in the view of the NYSE 
Arca, make trading in shares inadvisable. In addition, trading in Shares is subject to trading halts 
caused by extraordinary market volatility pursuant to NYSE Arca “circuit breaker” rules. There 
can be no assurance that the requirements of the NYSE Arca necessary to maintain the listing of 
a Fund will continue to be met or will remain unchanged or that the shares will trade with any 
volume, or at all. 
 
Fluctuation of NAV. The NAV of Fund Shares will generally fluctuate with changes in the 
market value of a Fund’s securities holdings. The market prices of Shares will generally fluctuate 
in accordance with changes in a Fund’s NAV and supply and demand of Shares on the NYSE 
Arca. It cannot be predicted whether Fund Shares will trade below, at or above their NAV. Price 
differences may be due, in large part, to the fact that supply and demand forces at work in the 
secondary trading market for Shares will be closely related to, but not identical to, the same 
forces influencing the prices of the securities of an Index trading individually or in the aggregate 
at any point in time. The market prices of Fund Shares may deviate significantly from the NAV 
of the shares during periods of market volatility.   While the creation/redemption feature is 
designed to make it likely that Fund Shares normally will trade close to a Fund’s NAV, 



 

 

disruptions to creations and redemptions may result in trading prices that differ significantly 
from such Fund’s NAV. If an investor purchases Fund Shares at a time when the market price is 
at a premium to the NAV of the Shares or sells at a time when the market price is at a discount to 
the NAV of the Shares, then the investor may sustain losses. 
 
Costs of Buying or Selling Shares. Investors buying or selling Fund Shares in the secondary 
market will pay brokerage commissions or other charges imposed by brokers as determined by 
that broker. Brokerage commissions are often a fixed amount and may be a significant 
proportional cost for investors seeking to buy or sell relatively small amounts of Shares. In 
addition, secondary market investors will also incur the cost of the difference between the price 
that an investor is willing to pay for Shares (the “bid” price) and the price at which an investor is 
willing to sell Shares (the “ask” price). This difference in bid and ask prices is often referred to 
as the “spread” or “bid/ask spread.” The bid/ask spread varies over time for Shares based on 
trading volume and market liquidity, and is generally lower if a Fund’s Shares have more trading 
volume and market liquidity and higher if a Fund’s Shares have little trading volume and market 
liquidity. Further, increased market volatility may cause increased bid/ask spreads. Due to the 
costs of buying or selling Shares, including bid/ask spreads, frequent trading of Shares may 
significantly reduce investment results and an investment in Shares may not be advisable for 
investors who anticipate regularly making small investments. 
 

Information Regarding the Indexes 
 

Solactive High Income MLP Index 
 
The Solactive High Income MLP Index is a rules-based index designed to provide investors a 
means of tracking the performance of selected MLPs which are publicly traded on a U.S. 
securities exchange.  The Index is comprised of MLPs that meet certain criteria relating to 
current yield, coverage ratio and distribution growth as determined by Structured Solutions.  
Market capitalization and liquidity screens will be applied in addition to fundamental screens for 
current yield, coverage ratio and distribution growth to ensure sufficient market size and liquidity 
of the Index components. 
 
To be eligible for inclusion in the Index, a company must be structured as an MLP and be 
classified as a “High Income” MLP. High Income MLPs include all MLPs operating with one of 
the following as a substantial business segment: exploration and production of oil and/or natural 
gas; sale, distribution and retail and wholesale marketing of propane, natural gas liquids, gasoline 
and other fuels; marine transportation of one or more of the following: crude oil, dry bulk, 
refined products, liquefied natural gas (“LNG”), and other commodities; direct mining, 
production and marketing of natural resources, including timber, fertilizers, coal and other 
minerals; energy services to the oil and gas industry; oil refining; leasing of mineral reserves; 
and operating as the general partner of any business listed above.  As of February 28, 2013 the 
Index was concentrated in the energy sector and the Index included 25 MLPs.   

 
Constituent securities of the Index must have a market capitalization of at least $400 million on a 
rebalancing date to be eligible for inclusion in the Index.  Securities with market capitalizations 
that fall below $400 million between rebalancings will not be removed from the Index, but will 



 

 

be evaluated for eligibility upon rebalancing.  Securities with market capitalizations that fall 
below $400 million upon the rebalancing of the Index will no longer be eligible for inclusion in 
the Index.  As of February 28, 2013, the average market capitalization of companies included in 
the Index was $2.1 billion.  Rebalancing occurs annually, but index adjustments may occur more 
frequently under extraordinary circumstances including a company’s merger, takeover bid, 
delisting, nationalization, insolvency, or suspension of its distributions.  Securities must have a 
three-month average daily trading volume value of at least $1 million to be eligible for the Index.  
An MLP must have a Minimum Quarterly Distribution policy in place, meaning that it intends to 
pay a minimum distribution to its common and subordinated unit holders upon initial public 
offering (assuming the MLP is able to generate sufficient cash flow from its operations after the 
payment of fees and expenses and other expenditures).  Additionally, the MLP must have paid at 
least one distribution to shareholders to be eligible for inclusion in the Index. Only securities 
whose shares trade on a recognized U.S. securities exchange will be eligible for inclusion in the 
Index.   
 
Solactive High Income Infrastructure MLP Index 
 
The Solactive High Income Infrastructure MLP Index is a rules-based index designed to provide 
investors a means of tracking the performance of selected MLPs which are publicly traded on a 
U.S. securities exchange.  The Index is comprised of MLPs that meet certain criteria relating to 
current yield, coverage ratio and distribution growth as determined by Structured Solutions.  
Market capitalization and liquidity screens will be applied in addition to fundamental screens for 
current yield, coverage ratio and distribution growth to ensure sufficient market size and liquidity 
of the Index components. 
 
To be eligible for inclusion in the Index, a company must be structured as an MLP and be 
classified as an “Infrastructure” MLP. Infrastructure MLPs earn a majority of their cash flow 
from the transportation and storage of energy commodities and include all MLPs operating with 
one of the following as a substantial business segment: transportation, terminaling and storage of 
refined petroleum products, including gasoline, diesel, jet fuel, kerosene and heating oil; 
gathering, compressing, dehydrating, treating, processing, and marketing of natural gas, and 
fractionation of natural gas liquids; transportation and/or storage of natural gas and natural gas 
liquids; transportation of crude oil and/or refined petroleum products and other liquids; and 
operating as the general partner of an MLP which primarily engages in any of the 
aforementioned businesses. As of February 28, 2103, the Index was concentrated in the energy 
infrastructure sector and included 25 MLPs. 
 
Constituent securities of the Index must have a market capitalization of at least $1 billion on a 
selection date to be eligible for inclusion in the Index.  Securities with market capitalizations that 
fall below $1 billion between rebalancings will not be removed from the Index, but will be 
evaluated for eligibility upon rebalancing.   Securities with market capitalizations that fall below 
$1 billion upon the rebalancing of the Index will no longer be eligible for inclusion in the Index.  
As of February 28, 2013, the average market capitalization of companies included in the Index 
was $9.9 billion.  Rebalancing occurs annually, but index adjustments may occur more 
frequently under extraordinary circumstances including a company’s merger, takeover bid, 
delisting, nationalization, insolvency, or suspension of its distributions.  Securities must have a 



 

 

most recent three-month average daily trading volume of at least $4 million to be eligible for the 
Index.  An MLP must have at least one distribution paid out to shareholders to be eligible for 
inclusion in the Index. Only securities whose shares trade on a recognized U.S. securities 
exchange will be eligible for inclusion in the Index. 
 
Each Index was created and is maintained by Structured Solutions.  Structured Solutions is a 
leading company in the structuring and indexing business for institutional clients. Solactive is 
Structured Solutions’ own index brand under which indices are launched to be used by issuers to 
develop and calculate indices.  More information about each Index, including a list of 
constituents may be reviewed on Structured Solutions’ website: www.structured-solutions.de. 
 
 

Portfolio Holdings 
 

A description of the Funds’ policies and procedures with respect to the disclosure of the Funds’ 
portfolio securities is available in the Funds’ Statement of Additional Information (“SAI”).  
 

Fund Management 
 
Adviser. Exchange Traded Concepts, LLC or the Adviser, an Oklahoma limited liability 
company, is located at 2545 South Kelly Avenue, Suite C, Edmond, Oklahoma 73013. The 
Adviser was formed in 2009 and provides investment advisory services to other exchange-traded 
funds. The Adviser serves as investment adviser to the Funds and provides investment advice to 
the Funds and oversees the day-to-day operations of the Funds, subject to the direction and 
control of the Trust’s Board of Trustees (the “Board”).  The Adviser, in consultation with sub-
advisers, also arranges for transfer agency, custody, fund administration and accounting, and 
other non-distribution related services necessary for the Funds to operate. The Adviser 
administers the Funds’ business affairs, provides office facilities and equipment and certain 
clerical, bookkeeping and administrative services, and provides its officers and employees to 
serve as officers or Trustees of the Trust.   
 
For the services it provides to each Fund, each Fund pays the Adviser a fee, which is calculated 
daily and paid monthly, at an annual rate of 0.82% on the average daily net assets of each Fund, 
subject to a $25,000 minimum fee.  Under the investment advisory agreement, the Adviser has 
agreed to pay all expenses incurred by each Fund except for the advisory fee, interest, taxes, 
brokerage commissions and other expenses incurred in placing orders for the purchase and sale 
of securities and other investment instruments, acquired fund fees and expenses, accrued 
deferred tax liability, extraordinary expenses, and distribution fees and expenses paid by the 
Trust under any distribution plan adopted pursuant to Rule 12b-1 under the 1940 Act (the 
“Excluded Expenses”).   
 
Sub-Advisers. Yorkville ETF Advisors, LLC or the Investment Sub-Adviser, a Delaware limited 
liability company, is located at 950 Third Avenue, 23rd Floor, New York, New York 10022. The 
Investment Sub-Adviser provides investment advisory services to exchange-traded funds. Other 
than certain functions delegated to the Trading Sub-Adviser, as discussed further below, the 
Investment Sub-Adviser is responsible for the day-to-day management of the Funds.  The 



 

 

Investment Sub-Adviser also makes investment decisions for the Funds and continuously 
reviews, supervises and administers the investment program of the Funds, subject to the 
supervision of the Adviser and the Board. Under a sub-advisory agreement, the Adviser pays the 
Investment Sub-Adviser a fee, which is calculated daily and paid monthly at an annual rate of 
0.62% on the average daily net assets of each Fund.  The Investment Sub-Adviser has agreed to 
assume the Adviser’s responsibility to pay, or cause to be paid, all expenses of each Fund, except 
Excluded Expenses, not paid by the Adviser, including any portion of the minimum fee payable 
by each Fund to the Adviser that exceeds 0.82% of the Funds’ average daily net assets.   
 
Index Management Solutions LLC or the Trading Sub-Adviser, is a wholly-owned subsidiary of 
VTL Associates, LLC and a Pennsylvania limited liability company, is located at One 
Commerce Square, 2005 Market Street, Suite 2020, Philadelphia, Pennsylvania 19103. The 
Trading Sub-Adviser provides investment advisory services to various other exchange-traded 
funds as well as separate accounts.  The Trading Sub-Adviser is responsible for trading portfolio 
securities on behalf of the Funds, including selecting broker-dealers to execute purchase and sale 
transactions as instructed by the Investment Sub-Adviser or in connection with any rebalancing 
or reconstitution of the Indexes, subject to the supervision of the Adviser and the Board of 
Trustees. Under a sub-advisory agreement, the Adviser pays the Trading Sub-Adviser a fee, 
which is calculated daily and paid monthly, at an annual rate of 0.055% on the average daily net 
assets of each Fund, subject to a $10,000 minimum fee. 
 
For the Yorkville High Income MLP ETF and the Yorkville High Income Infrastructure MLP 
ETF, a discussion regarding the basis for the Board’s approval of the Investment Advisory 
Agreement with the Adviser and the Investment Sub-Advisory Agreements with the Investment 
Sub-Adviser and the Trading Sub-Adviser is or will be available in each Fund’s Semi-Annual 
Report for the period ended May 31, 2012 and May 31, 2013, respectively. 
 

Portfolio Manager 
 

Darren R. Schuringa, CFA, Portfolio Manager of Yorkville ETF Advisors, LLC (the “Portfolio 
Manager”), is primarily responsible for the day-to-day management of the Funds.  The Portfolio 
Manager is responsible for various functions related to portfolio management, including, but not 
limited to, investing cash inflows, implementing investment strategy, researching and reviewing 
investment strategy, and overseeing members of his portfolio management team with more 
limited responsibilities. 
 
Mr. Schuringa is also Founder and Chief Investment Officer of Yorkville Capital Management, 
LLC, which he has managed for the last five years. Yorkville Capital Management is a registered 
investment advisory firm serving both individual investors as well as institutional clients. 
Yorkville Capital Management invests in equities and fixed income securities. Darren was 
previously a Partner and Senior Portfolio Manager with Estabrook Capital Management where 
he managed over $1 billion of fund, institutional and individual assets. At Estabrook, Mr. 
Schuringa was responsible for separately managed accounts; in addition, he served as co-
manager of the Bank of NY Hamilton Large Cap Value fund (BCPVX) and of an institutional 
collective trust (a multi-cap value trust) from the date of each fund’s inception to the time of his 



 

 

departure. Mr. Schuringa graduated from the University of Western Ontario and received an 
MBA in finance from Rollins College. 
 
The SAI provides additional information about the Portfolio Manager’s compensation, other 
accounts managed, and ownership of Fund Shares. 

 
 

Buying and Selling the Funds 
 

Fund Shares are listed for secondary trading on the NYSE Arca.  When you buy or sell the 
Funds’ Shares on the secondary market, you will pay or receive the market price.  You may incur 
customary brokerage commissions and charges and may pay some or all of the spread between 
the bid and the offered price in the secondary market on each leg of a round trip (purchase and 
sale) transaction. The Shares will trade on the NYSE Arca at prices that may differ to varying 
degrees from the daily NAV of the Shares.  A “Business Day” with respect to the Funds is any 
day on which the NYSE Arca is open for business.  The NYSE Arca is generally open Monday 
through Friday and is closed weekends and the following holidays:  New Year’s Day, Martin 
Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial Day, Independence Day, Labor 
Day, Thanksgiving Day and Christmas Day. 
 
NAV per share for a Fund is computed by dividing the value of the net assets of a Fund (i.e. the 
value of its total assets less total liabilities) by its total number of Shares outstanding.  Expenses 
and fees, including management and distribution fees, if any, are accrued daily and taken into 
account for purposes of determining NAV.  NAV is determined each business day, normally as 
of the close of regular trading of the NYSE (ordinarily 4:00 p.m., Eastern time).   
 
When determining NAV, the value of the Funds’ portfolio securities is based on market prices of 
the securities, which generally means a valuation obtained from an exchange or other market (or 
based on a price quotation or other equivalent indication of the value supplied by an exchange or 
other market) or a valuation obtained from an independent pricing service. If a security’s market 
price is not readily available or does not otherwise accurately reflect the fair value of the 
security, the security will be valued by another method that the Board believes will better reflect 
fair value in accordance with the Trust’s valuation policies and procedures. Fair value pricing 
may be used in a variety of circumstances, including but not limited to, situations when the value 
of a security in a Fund’s portfolio has been materially affected by events occurring after the close 
of the market on which the security is principally traded but prior to the close of the NYSE Arca 
(such as in the case of a corporate action or other news that may materially affect the price of a 
security) or trading in a security has been suspended or halted. Accordingly, the Funds’ NAV 
may reflect certain portfolio securities’ fair values rather than their market prices. 
 
Fair value pricing involves subjective judgments and it is possible that a fair value determination 
for a security will materially differ from the value that could be realized upon the sale of the 
security. In addition, fair value pricing could result in a difference between the prices used to 
calculate a Fund’s NAV and the prices used by a Fund’s benchmark Index. This may result in a 
difference between a Fund’s performance and the performance of a Fund’s benchmark Index.  
 



 

 

Frequent Purchases and Redemptions of Fund Shares 
 
The Funds do not impose any restrictions on the frequency of purchases and redemptions; 
however, the Funds reserve the right to reject or limit purchases at any time as described in the 
SAI. When considering that no restriction or policy was necessary, the Board evaluated the risks 
posed by arbitrage and market timing activities, such as whether frequent purchases and 
redemptions would interfere with the efficient implementation of a Fund’s investment strategy, 
or whether they would cause a Fund to experience increased transaction costs. The Board 
considered that, unlike traditional mutual funds, Shares are issued and redeemed only in large 
quantities of Shares known as Creation Units available only from a Fund directly to a few 
institutional investors (“Authorized Participants”), and that most trading in a Fund occurs on the 
Exchange at prevailing market prices and does not involve a Fund directly.  Given this structure, 
the Board determined that it is unlikely that trading due to arbitrage opportunities or market 
timing by shareholders would result in negative impact to a Fund or its shareholders.  In addition, 
frequent trading of Shares done by Authorized Participants and arbitrageurs is critical to ensuring 
that the market price remains at or close to NAV.   
 
 

Other Considerations 
 

Distribution and Service Plan.  Each Fund has adopted a Distribution and Service Plan in 
accordance with Rule 12b-1 under the 1940 Act pursuant to which payments of up to 0.25% of a 
Fund’s average daily net assets may be made for the sale and distribution of its Fund Shares. 
However, the Board of Trustees has determined that no payments pursuant to the Distribution 
and Service Plan will be made for during the twelve (12) months from the date of this 
Prospectus.  Thereafter, 12b-1 fees may only be imposed after approval by the Board of Trustees.  
Any forgone 12b-1 fees during the next 12 months will not be recoverable during any subsequent 
period.  Because these fees would be paid out of a Fund’s assets on an on-going basis, if 
payments are made in the future, these fees will increase the cost of your investment and may 
cost you more than paying other types of sales charges.    
 

Dividends, Distributions and Taxes 
 

Fund Distributions  
 

The Funds intend to make distributions to investors at least quarterly. 
 
Dividend Reinvestment Service 
 
Brokers may make available to their customers who own a Fund’s shares the DTC book-entry 
dividend reinvestment service. If this service is available and used, dividend distributions of both 
income and capital gains will automatically be reinvested in additional whole shares of that 
Fund. Without this service, investors would receive their distributions in cash. In order to 
achieve the maximum total return on their investments, investors are encouraged to use the 
dividend reinvestment service. To determine whether the dividend reinvestment service is 
available and whether there is a commission or other charge for using this service, consult your 



 

 

broker. Brokers may require a Fund’s shareholders to adhere to specific procedures and 
timetables. If this service is available and used, dividend distributions of both income and 
realized gains will be automatically reinvested in additional whole shares of a Fund purchased in 
the secondary market.  
 
Tax Information 
 
The following is a summary of some important tax issues that affect the Funds and their 
shareholders. The summary is based on current tax laws, which may be changed by legislative, 
judicial or administrative action. You should not consider this summary to be a detailed 
explanation of the tax treatment of the Funds, or the tax consequences of an investment in the 
Funds. More information about taxes is located in the SAI. You are urged to consult your tax 
adviser regarding specific questions as to foreign, federal, state and local taxes. 
 
Tax Status of a Fund 
 
Each Fund is taxed as a regular corporation for federal income tax purposes and as such is 
obligated to pay federal and applicable state and foreign corporate taxes on its taxable income. 
This differs from most investment companies, which elect to be treated as “regulated investment 
companies” under the Code in order to avoid paying entity level income taxes. Under current 
law, the Funds are not eligible to elect treatment as a regulated investment company due to its 
investments primarily in MLPs invested in energy assets. As a result, the Funds will be obligated 
to pay federal and state taxes on its taxable income as opposed to most other investment 
companies which are not so obligated.  The extent to which a Fund is required to pay U.S. 
federal, state or local corporate income, franchise, alternative minimum or other corporate taxes 
could materially reduce the Fund’s cash available to make distributions on the Shares. 
 
As discussed below, each Fund expects that a portion of the distribution it receives from MLPs 
may be treated as a tax-deferred return of capital. The amount of taxes currently paid by a Fund 
will vary depending on the amount of income, gains, losses, and deductions the Fund is allocated 
from its MLP investments and on the Fund’s realized gains and losses. Such taxes will reduce 
your return from an investment in a Fund. 
 
Each Fund invests its assets primarily in MLPs, which generally are treated as partnerships for 
federal income tax purposes. As a partner in MLPs, each Fund must report its allocable share of 
the MLPs’ taxable income in computing the Fund’s taxable income, regardless of the extent (if 
any) to which the MLPs make distributions. Based upon the Adviser’s review of the historic 
results of the types of MLPs in which each Fund invests, the Adviser expects that the cash flow 
received by each Fund with respect to its MLP investments will generally exceed the net taxable 
income allocated to it. This excess cash flow will result primarily from tax deductions, such as 
depreciation, amortization and depletion, that will be allocated to each Fund from the MLPs. The 
excess cash flow generally will not be currently taxable to a Fund but, rather, will result in a 
reduction of the Fund’s adjusted tax basis in the MLPs as described in the following paragraph. 
There is no assurance that the Adviser’s expectation regarding the tax character of MLP 
distributions will be realized. If this expectation is not realized, there may be greater tax expense 
borne by the Funds and less cash available to distribute to you or to pay to expenses. 



 

 

 
Each Fund will also be subject to U.S. federal income tax at the regular graduated corporate tax 
rates on any gain recognized by the applicable Fund on any sale of equity securities of an MLP. 
Cash distributions from an MLP to a Fund that exceed such Fund’s allocable share of such 
MLP’s net taxable income will reduce a Fund’s adjusted tax basis in the equity securities of the 
MLP. These reductions in such Fund’s adjusted tax basis in the MLP equity securities will  
increase the amount of any taxable gain (or decrease the amount of any tax loss) recognized by a 
Fund on a subsequent sale of the securities. 
 
The Funds will accrue deferred income taxes for any future tax liability associated with (i) that 
portion of MLP distributions considered to be a tax-deferred return of capital as well as (ii) 
capital appreciation of its investments. The Funds’ accrued deferred tax liability will be reflected 
each day in the Funds’ NAV.  Increases in deferred tax liability will decrease NAV.  Conversely, 
decreases in deferred tax liability will increase NAV.  The Funds generally compute deferred 
income taxes based on the federal tax rate applicable to corporations, currently 35%, and an 
assumed rate attributable to state taxes.   
 
Tax Status of Distributions 
 
Distributions made to you by a Fund (other than distributions in redemption of shares subject to 
Section 302(b) of the Code) will generally constitute dividends to the extent of your allocable 
share of the Fund’s current or accumulated earnings and profits, as calculated for federal income 
tax purposes. Generally, a corporation’s earnings and profits are computed based upon net 
taxable income, with certain specified adjustments. As explained above, based upon the historic 
performance of the types of MLPs in which the Funds intend to invest, the Adviser anticipates   
that the distributed cash from the MLPs generally will exceed the Fund’s shares of the MLPs’ net 
taxable income. Because each Fund’s earnings and profits will be based on its allocable share of 
net taxable income from MLPs (and not on distributions received from MLPs), the Adviser 
anticipates that only a portion of a Fund’s distributions will be treated as dividend income to you. 
To the extent that distributions to you exceed your allocable share of a Fund’s current and 
accumulated earnings and profits, your tax basis in the Fund’s Shares with respect to which the 
distribution is made will be reduced, which will increase the amount of any taxable gain (or 
decrease the amount of any tax loss) realized upon a subsequent sale or redemption of such 
Shares. To the extent you hold such Shares as a capital asset and have no further basis in the 
Shares to offset the distribution, you will report the excess as capital gain. 
 
Distributions treated as dividends under the foregoing rules generally will be taxable as ordinary 
income to you but may be treated as “qualified dividend income.” Qualified dividend income 
received by individuals and other noncorporate shareholders is taxed at long-term capital gain 
rates. For a dividend to constitute qualified dividend income, the shareholder generally must hold 
the shares paying the dividend for more than 60 days during the 121-day period beginning 60 
days before the ex-dividend date, although a longer period may apply if the shareholder engages 
in certain risk reduction transactions with respect to the common stock. 
 
Dividends paid by the Funds are expected to be eligible for the dividends-received deduction 
available to corporate shareholders under Section 243 of the Code. However, corporate 



 

 

shareholders should be aware that certain limitations apply to the availability of the dividends 
received deduction, including rules which limit the deduction in cases where (i) certain holding 
period requirements are not met, (ii) the corporate shareholder is obligated (e.g., pursuant to a 
short sale) to make related payments with respect to positions in substantially similar or related 
property, or (iii) the corporate shareholder’s investment in shares of a particular Fund is financed 
with indebtedness. Corporate shareholders should consult their own tax advisors regarding the 
application of these limitations to their particular situations. 
 
Tax Status of Share Transactions.  Each sale or exchange of Fund Shares will generally be a 
taxable event to you. Any capital gain or loss realized upon a sale of Fund Shares is generally 
treated as a long-term gain or loss if the shares have been held for more than one year. 
  
Medicare Contribution Tax.  A Medicare contribution tax is imposed at the rate of 3.8% on net 
investment income, including dividends, interest, and capital gain, of U.S. individuals with 
income exceeding specified thresholds, and on undistributed net investment income of certain 
estates and trusts. 
 
Non-U.S. Investors.  If you are not a citizen or permanent resident of the United States, certain of 
a Fund’s dividends will generally be subject to a 30% U.S. withholding tax, unless a lower treaty 
rate applies or unless such income is effectively connected with a U.S. trade or business. Gains 
from the sale or other disposition of shares of the Funds generally are not subject to U.S. 
taxation, unless the recipient is an individual who either (1) meets the Code’s definition of 
“resident alien” or (2) is physically present in the U.S. for 183 days or more per year. Different 
tax consequences may result if the foreign shareholder is engaged in a trade or business within 
the United States. Tax consequences to a foreign shareholder entitled to claim the benefits of a 
tax treaty may be different than those described above. 
 
The foregoing discussion summarizes some of the consequences under current federal tax law of 
an investment in a Fund. It is not a substitute for personal tax advice. Consult your personal tax 
advisor about the potential tax consequences of an investment in a Fund under all applicable tax 
laws. 

 
Additional Information 

 
Other Information  
 
For purposes of the 1940 Act, the Funds are treated as a registered investment company. Section 
12(d)(1) of the 1940 Act restricts investments by investment companies in the securities of other 
investment companies, including Shares of the Funds. The SEC has issued an exemptive order to 
the Trust permitting registered investment companies to invest in exchange-traded funds offered 
by the Trust beyond the limits of Section 12(d)(1) subject to certain terms and conditions, 
including that such registered investment companies enter into an agreement with the Trust. 
 



 

 

Continuous Offering 
 
The method by which Creation Units are purchased and traded may raise certain issues under 
applicable securities laws. Because new Creation Units are issued and sold by the Funds on an 
ongoing basis, at any point a “distribution,” as such term is used in the Securities Act of 1933, as 
amended (the “Securities Act”), may occur. Broker-dealers and other persons are cautioned that 
some activities on their part may, depending on the circumstances, result in their being deemed 
participants in a distribution in a manner which could render them statutory underwriters and 
subject them to the Prospectus delivery and liability provisions of the Securities Act.  
 
For example, a broker-dealer firm or its client may be deemed a statutory underwriter if it takes 
Creation Units after placing an order with the Distributor, breaks them down into individual 
Shares, and sells such Shares directly to customers, or if it chooses to couple the creation of a 
supply of new Shares with an active selling effort involving solicitation of secondary market 
demand for Shares. A determination of whether one is an underwriter for purposes of the 
Securities Act must take into account all the facts and circumstances pertaining to the activities 
of the broker-dealer or its client in the particular case, and the examples mentioned above should 
not be considered a complete description of all the activities that could lead to categorization as 
an underwriter. 
 
Broker-dealer firms should also note that dealers who are not “underwriters” but are effecting 
transactions in Shares, whether or not participating in the distribution of Shares, are generally 
required to deliver a prospectus. This is because the prospectus delivery exemption in Section 
4(3) of the Securities Act is not available with respect to such transactions as a result of Section 
24(d) of the 1940 Act. As a result, broker dealer-firms should note that dealers who are not 
underwriters but are participating in a distribution (as contrasted with ordinary secondary market 
transactions) and thus dealing with Shares that are part of an over-allotment within the meaning 
of Section 4(3)(a) of the Securities Act would be unable to take advantage of the prospectus 
delivery exemption provided by Section 4(3) of the Securities Act. Firms that incur a prospectus 
delivery obligation with respect to Shares of a Fund are reminded that under Rule 153 of the 
Securities Act, a prospectus delivery obligation under Section 5(b)(2) of the Securities Act owed 
to an exchange member in connection with a sale on the NYSE Arca is satisfied by the fact that 
such Fund’s Prospectus is available at the NYSE Arca upon request. The prospectus delivery 
mechanism provided in Rule 153 is only available with respect to transactions on an exchange. 
 
Premium/Discount Information 
 
Information regarding how often the Shares of the Funds traded on the NYSE Arca at a price 
above (i.e., at a premium) or below (i.e., at a discount) the NAV of the Funds during the past 
four quarters, as applicable, can be found at www.yetfs.com.  
 
  



 

 

Financial Highlights 
 
The table that follows presents the financial highlights for the Yorkville High Income MLP ETF.  
The financial highlights table is intended to help you understand the Fund’s financial 
performance since the Fund commenced operations. Certain information reflects financial results 
for a single Fund share.  The total returns in the table represent the rate that an investor would 
have earned or lost, on an investment in the Fund (assuming reinvestment of all dividends and 
distributions). This information has been derived from the financial statements audited by Cohen 
Fund Audit Services, Ltd., an Independent Registered Public Accounting Firm, whose report, 
along with the Fund’s financial statements, are included in the Fund’s Annual Report, which is 
available upon request. 
  



 

 

 
Yorkville High Income MLP ETF 
Financial Highlights  
  

 For the period  
 March 12, 2012 to 
 November 30, 2012(1)(4) 

 
Selected Per Share Data & Ratios for a Share Outstanding Throughout 
    the Period 
Net Asset Value, Beginning of Period $20.00 

 
Net Investment Income (Loss)* $0.03 
Return Of Capital $1.13 
Net Realized and Unrealized Gain (Loss) on Investments $(2.08) 
Total from Operations $(0.92) 
Distributions from Investment Income $(0.02) 
Tax Returns of Capital $(1.19) 
Total Distributions $(1.21) 

 
Net Asset Value, End of Period $17.87 
 
Total Return(2) 

 

 
(4.51)% 
  

Ratio of Expenses to Average Net Assets 
Net Assets, End of Period (000) 

 
 
$89,340 

Before Income Tax Expense 0.82% 
 Net Income Tax Expense(5) 0.00% 

  Ratio of Investment Income/(Loss) to Average Net Assets  
Total Expenses 0.82% 
Before Income Tax Expense 0.25% 
Tax Expense(6) 0.00% 
      
Net Investment Income (Loss) 0.25% 
Portfolio Turnover(2)(3) 2% 

 *   Per share data calculated using average shares method. 

 (1)   For the period ended November 30, 2012. All ratios for the period have been annualized. 

 (2)   Returns and portfolio turnover rates are for the period indicated and have not been annualized. Returns do not reflect the deduction of taxes 
the shareholder would pay on Fund distributions or redemption of Fund shares. 

 (3)   Portfolio turnover rate does not include securities received or delivered from processing creations or redemptions. 

 (4)   The Fund commenced operations on March 12, 2012. 

 (5)   Net Income tax expense for the ratio calculation is derived from net investment, and realized and unrealized gains/(losses). 

 (6)   Income tax expense for the ratio calculation is derived from net investment income only. 

  



 

 

Exchange Traded Concepts Trust 
2545 South Kelly Avenue, Suite C 

Edmond, Oklahoma 73013 
 
ANNUAL/SEMI-ANNUAL REPORTS TO SHAREHOLDERS  
 
Additional information about the Funds’ investments are available in the Funds’ annual and 
semi-annual reports to shareholders. In the Funds’ annual report, you will find a discussion of the 
market conditions and investment strategies that significantly affected the Funds’ performance 
during its last fiscal year.  
 
STATEMENT OF ADDITIONAL INFORMATION  
 
The SAI provides more detailed information about the Funds. The SAI is incorporated by 
reference into, and is thus legally a part of, this Prospectus.  
 
HOW TO OBTAIN FOR MORE INFORMATION ABOUT THE FUNDS 
 
To request a free copy of the latest annual or semi-annual report, if available, the SAI or to 
request additional information about a Fund or to make other inquiries, please contact us as 
follows: 
 
Call: 1-855-YES-YETF 
 Monday through Friday 
 8:30 a.m. to 6:30 p.m. (Eastern Time) 
 
Write: Exchange Traded Concepts Trust 
 2545 South Kelly Avenue 
 Suite C 
 Edmond, Oklahoma 73013 
 
Visit: www.yetfs.com 
 
INFORMATION PROVIDED BY THE SECURITIES AND EXCHANGE COMMISSION 
 
You can review and copy information about the Funds (including the SAI) at the SEC’s Public 
Reference Room in Washington, DC. To find out more about this public service, call the SEC at 
1-202-551-8090. Reports and other information about the Funds are also available in the 
EDGAR Database on the SEC’s Internet site at http://www.sec.gov, or you can receive copies of 
this information, after paying a duplicating fee, by electronic request at the following e-mail 
address: publicinfo@sec.gov, or by writing the Public Reference Section, Securities and 
Exchange Commission, 100 F Street, N.E., Washington, DC 20549-0102.  
 
The Trust’s Investment Company Act file number: 811-22263 
 
YCM-PS-001-0200 
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