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Markets Post Worst First Half of Year In Decades – Wall Street Journal front page headline, July 1, 2022

Dear Shareholders,

The S&P 500 has dropped nearly 20 percent so far this year. In the second quarter alone, it declined more than 16 percent. Bonds 
were no safe haven. The broadest measure of high-quality bonds fell more than 10 percent, the worst first half in history (in this case, 
“history” dates back to about 1970).

We try to avoid rehashing statistics that are readily available in print and online. These numbers are so stark that we feel they deserve 
prominent mention. However, context is everything, and there are important points to keep in mind:

•     Investing is not a one-way street. Assets prices have declined sharply before and will do so again.

•     Our goal is to be able to withstand volatility and avoid permanent loss of capital. It is critical to be well-positioned as 
       markets inevitably rebound. 

•     Our investment process is designed with precisely this fact in mind. We hold what we believe to be high quality,
       durable companies. Stock prices may fluctuate, but underlying businesses are stable. 

•     The best businesses get stronger during difficult periods. Weak competitors fall by the wayside.

•     Front page headlines reflect the past and are generally very poor predictors of the future.

A 20% drop in stock market averages is painful, but not unusual. Declines of this magnitude have occurred a dozen times in the last 
60 years or about once every five years. We were spoiled by the fact that the early Covid decline lasted a mere 30 days and that it 
had been 11 years since the previous similar drop. 

What happened?

While there have been a number of well-publicized adverse events this year, we believe that the primary reason markets are down 
is money. Specifically, investor expectations about the future cost and availability of money. For the first time since the outbreak of 
Covid-19, and arguably since the Great Financial Crisis, investors are seriously considering the implications of a shrinking rather 
than expanding supply of money. 

As we have written about previously, the mountain of cash that the Fed injected into the financial system had a much larger impact 
on the valuation of financial assets than it did on the underlying earnings of those assets. By the end of last year, most common 
valuation metrics were at or near all-time highs. 

On December 31, 2021, the P/E Multiple1 of the S&P 500 stood at 21.33 times expected earnings. As of June 30, the P/E Multiple 
has shrunk to 16 times despite the fact that expected earnings have actually increased. The entire market decline can be explained 
by this reduction in valuation, which, in turn, can be explained by higher interest rates and investor concerns about tighter monetary 
policy.

Where was the damage worst?

In order to withstand volatility, we believe that it is imperative to avoid the most overvalued assets. Over the last several years, there 
have been numerous instances of extreme valuation expansion. Fiscal stimulus and interest rates converted some portion of the 
population from savers to speculators, guiding some of that mountain of cash toward the riskiest assets.  The boldest examples were

1 Valuation = Price divided by earnings. To simplify, the measure of a stock’s valuation is its price divided by its earnings per 
share.  This is referred to as its Price/Earnings Ratio or P/E Multiple (sometimes just “P/E” or “multiple” for short). The same 
measure can be applied to broad market indices like the S&P 500.  
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assets with no earnings whatsoever like crypto currencies and some so-called meme stocks.

Asset 2021 Price Change Earnings 2017 - 2021 YTD Price Change
Bitcoin +58% 0 -57.9%
AMC Entertainment +1,183% $ 6.4 Billion Loss - 50.2%

 

Of the 4000 or so publicly traded companies in the U.S., nearly 1000 dropped 40% or more this year. More than half of those are not 
expected to show a profit in 2022. Undoubtedly, some will survive and even prosper. Many will not. The result will be permanent 
loss of capital for shareholders.

 

Company Industry First Profits 
(Projections)

YTD Price Change

Carvana Auto dealer 2025 or later -90.3%
Aspen Aerogels Building Products 2025 or later -80.2%
The RealReal Designer clothing consignment 2025 or later -78.5%
Wayfair On-line Furniture 2025 or later -77.1%

 

By contrast, our portfolios hold companies that generate cash flow, not just accounting earnings (generally accepted accounting 
principles, or GAAP, leave a lot of wiggle room; cash is cash). We think cash flow is important in all environments and even more 
so when lending conditions are tight and financing difficult.

What about inflation?

The yield on the 10-year U.S. Treasury Note peaked in mid-June at around 3.50%, a whopping 2% higher than just a year ago. The 
increase can be traced back to inflation that has proved more severe and persistent than most ever imagined. Consumers immediately 
feel the pressure of inflation on highly visible essentials like gasoline, food and utility bills or discretionary items like air travel. But 
it is the expectations of inflation that concern policymakers at the Federal Reserve the most. Once inflation expectations become 
entrenched, it is difficult to get the consumer to stop spending as the belief is that things will only get more expensive. The cycle 
become vicious, and inflation becomes self-fulfilling. 

After some waning confidence during the quarter, the market now believes that the Fed will be successful. Inflation expectations 
have come back down to 2.0%-2.5% over the long term, rather than the high single digit rates we are seeing today. As one problem 
is solved, another potentially arises. Tighter monetary policy often leads to a recession. 

We believe that this is the risk that investors will focus on in the coming months. We are already seeing the first signs. In the last 
week of the second quarter, the 10-year Treasury rate dipped below 3%. Credit spreads2 are increasing, indicating that lenders are 
less inclined to extend cheap credit to lower quality borrowers.  If this proves to be the case, we believe that the high quality and 
resiliency of our stock and bond holdings should prove even more valuable relative to riskier and more expensive securities. 

  

 

2 Credit spreads measure the difference in borrowing costs between the U.S. Treasury and lower quality borrowers.
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The BeeHive Fund’s Portfolio

Much has and will be written about how to invest in an inflationary environment.  “Buy commodity producers” or “value outperforms 
growth” or “financials do well when interest rates rise”.  All of this may be good advice but spending much of our day looking at 
companies, we are struck by one simple reality: companies with fat profit margins are much better positioned to deal with inflation 
than those with slim margins.

Consider two companies, one that The BeeHive Fund owns, Thermo Fisher Scientific (TMO), and one that the Fund sold earlier this 
year, Whirlpool (WHR).  The chart below shows the impact on each business of a 6% increase - the current consensus expectation 
for inflation for 2022 - in its cost of goods sold (COGS).  

 
Impact of 6% Cost of Goods Sold Inflation

TMO (% of revenue) Before After WHR (% of revenue) Before After
Revenue 100% 100% Revenue 100% 100%
COGS 50% 53% COGS 80% 85%
Gross Profit 50% 47% Gross Profit 20% 15%
SG&A3 25% 25% SG&A 9% 9%
Operating Profit 26% 23% Operating Profit 11% 6%
Decline in Profit -12% Decline in Profit -45%

 

The math is clear. Thermo Fisher Scientific is not immune, but the decline in profitability is nothing compared to the impact to a 
low gross-margin business like Whirlpool. What’s more, in order to return to previous levels of profitability, Thermo would need to 
increase prices by less than 3%, while Whirlpool would need to increase prices by almost 5%.  

High-margin companies may not initially lead the market as investors seek “inflation plays”, but we believe that strong businesses 
with good margins are well positioned to weather a period of elevated cost pressures.  

There are going to be a number of small, single product companies that are probably not going to survive what’s happening and the 
valuation multiple changing is actually, I think, good for larger companies like Adobe.  

– Shantanu Narayen, Adobe CEO, during June 16, 2022 earnings call

During the second quarter, we were active in adding new positions to the Fund’s portfolio.  And, whether it be specialized software 
(Adobe, Autodesk), video gaming (Take Two Interactive), food delivery (Domino’s Pizza) or payments processing (Fidelity National 
Information Services), all these companies share a common attribute – they are incumbents facing threats from start-up challengers.   

To state the obvious, the days of free money have come to an end. To put numbers to it, last year Snapchat issued convertible 
bonds with an interest rate of 0.0% (not a typo).  Today, the same bonds trade at 71 cents on the dollar, and investors require a 7% 
annualized return to take the risk.  

The pendulum swing in the availability and cost of capital from abundant to scarce, cheap to expensive has taken place to different 
degrees across public and private markets. For relatively large public companies like Snapchat, higher borrowing costs are painful 
but not fatal. For small, development stage companies, the funds may not exist, and, as Shantanu Narayen said, a number will not 
survive.  

3 Selling, General and Administrative Expenses 
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Many businesses with great technology and lots of future promise, but no profits today, will be forced to consider selling to an 
industry player with deeper pockets or to cut spending on sales and marketing and reduce investment in product development to 
conserve cash. In either case, this is good news for the incumbents with established business models and strong cash flow that these 
challengers sought to displace.

We also see the benefit for larger companies extending to what has been one of this cycle’s scarcest resources – human capital. 
As noted by The Wall Street Journal, “after years of fighting to keep engineers and other sought-after employees from leaving for 
rivals or buzzy startups, the healthiest of the big tech companies are increasingly attractive for tech workers suddenly more keen 
on stability.”4  

Right now, investor focus is on the losers in this sea-change. We are looking for the beneficiaries, and our focus on highly profitable 
businesses means that we own many incumbents. Most of these stocks are down with the market this year, but we believe that their 
competitive positions have been strengthened and that the multi-year outlook is, if anything, brighter.  

 

 

Regards,

Spears Abacus

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4 Mims, Christopher, “The Tech Crash Could be a Talent Bonanza for Big Tech”, The Wall Street Journal, May 8, 2022
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Shares Security Description Value
Common Stock - 91.5%
Communication Services - 10.6%
   3,082 Alphabet, Inc., Class A (a)  $  6,716,479 
   2,251 Alphabet, Inc., Class C (a)    4,923,950 
   23,184 Take-Two Interactive Software, Inc. (a)    2,840,736 

   14,481,165 
Consumer Discretionary - 8.4%
   35,760 Aptiv PLC (a)    3,185,143 
   98,520 Comcast Corp., Class A    3,865,925 
   4,076 Domino's Pizza, Inc.    1,588,458 
   56,513 Restaurant Brands International, Inc.    2,834,127 

   11,473,653 
Consumer Staples - 8.9%
   81,940 Mondelez International, Inc., Class A    5,087,654 
   49,750 Nestle SA, ADR    5,790,402 
   38,397 US Foods Holding Corp. (a)    1,178,020 

   12,056,076 
Financials - 16.3%
   15,320 Aon PLC, Class A    4,131,498 
   11,720 Berkshire Hathaway, Inc., Class B (a)    3,199,794 
   36,970 Chubb, Ltd.    7,267,563 
   42,950 Intercontinental Exchange, Inc.    4,039,018 
   31,610 JPMorgan Chase & Co.    3,559,602 

   22,197,475 
Health Care - 8.7%
   15,000 Danaher Corp.    3,802,800 
   146,124 Tabula Rasa HealthCare, Inc. (a)    375,538 
   14,100 Thermo Fisher Scientific, Inc.    7,660,248 

   11,838,586 
Industrials - 0.9%
   102,061 BrightView Holdings, Inc. (a)    1,224,732 

Information - 30.2%
   3,785 Adobe, Inc. (a)    1,385,537 
   20,720 Analog Devices, Inc.    3,026,985 
   46,920 Apple, Inc.    6,414,902 
   7,613 Autodesk, Inc. (a)    1,309,132 
   28,981 Fidelity National Information Services, Inc.   2,656,688 
   30,613 Fiserv, Inc. (a)    2,723,639 
   27,329 Global Payments, Inc.    3,023,681 
   54,610 Microsoft Corp.    14,025,486 
   59,860 Oracle Corp.    4,182,418 
   21,046 VMware, Inc., Class A    2,398,823 

   41,147,291 
Materials - 5.0%
   61,030 Berry Global Group, Inc. (a)    3,334,679 
   37,223 Crown Holdings, Inc.    3,430,844 

   6,765,523 
Real Estate - 2.5%
   28,530 Prologis, Inc. REIT    3,356,554 

Total Common Stock (Cost $63,155,831)    124,541,055 

 
 
 
 
 
 

Principal Security Description Rate Maturity Value
U.S. Government & Agency Obligations - 4.4%
U.S. Treasury Securities - 4.4%
   3,000,000 U.S. Treasury Bill (b) 1.04 -

1.06% 09/29/22    2,987,738 
   1,000,000 U.S. Treasury Note/

Bond
  
1.50 01/15/23    993,777 

   1,000,000 U.S. Treasury Note/
Bond

  
0.13 03/31/23    980,622 

   1,000,000 U.S. Treasury Note/
Bond

  
0.25 03/15/24    954,961 

   5,917,098 
Total U.S. Government & Agency Obligations 
(Cost $5,939,194)    5,917,098 

Shares Security Description Value
Money Market Fund - 4.1%
   5,595,890 First American Treasury Obligations Fund, 

Class X, 1.32% (c)

(Cost $5,595,890)    5,595,890 

Investments, at value - 100.0% (Cost $74,690,915)  $  136,054,043 
Other Assets & Liabilities, Net - 0.0%    (6,612 )
Net Assets - 100.0%  $  136,047,431 

ADR American Depositary Receipt
PLC Public Limited Company
REIT Real Estate Investment Trust

(a) Non-income producing security.
(b) Zero coupon bond. Interest rate presented is yield to maturity.
(c) Dividend yield changes daily to reflect current market conditions. Rate 

was the quoted yield as of June 30, 2022.
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The following is a summary of the inputs used to value the Fund's investments 
as of June 30, 2022. 

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

Valuation Inputs
Investments in 

Securities
Level 1 - Quoted Prices  $  124,541,056 
Level 2 - Other Significant Observable Inputs    11,512,987 
Level 3 - Significant Unobservable Inputs    – 
Total  $  136,054,043 

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

PORTFOLIO HOLDINGS  
% of Total Investments
Communication Services   10.6 %
Consumer Discretionary   8.4 %
Consumer Staples   8.9 %
Financials   16.3 %
Health Care   8.7 %
Industrials   0.9 %
Information   30.2 %
Materials   5.0 %
Real Estate   2.5 %
U.S. Government & Agency Obligations   4.4 %
Money Market Fund   4.1 %

  100.0 %
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ASSETS
Investments, at value (Cost $74,690,915)  $  136,054,043 
Receivables:
Dividends and interest    112,819 

Prepaid expenses    10,125 
Total Assets    136,176,987 

LIABILITIES
Accrued Liabilities:
Investment advisor fees    85,674 
Fund services fees    15,005 
Other expenses    28,877 

Total Liabilities    129,556 

NET ASSETS  $  136,047,431 

COMPONENTS OF NET ASSETS
Paid-in capital  $  68,559,928 
Distributable earnings    67,487,503 

NET ASSETS  $  136,047,431 

SHARES OF BENEFICIAL INTEREST AT NO PAR VALUE (UNLIMITED SHARES AUTHORIZED)    7,648,458 

NET ASSET VALUE, OFFERING AND REDEMPTION PRICE PER SHARE  $  17.79 
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INVESTMENT INCOME
Dividend income (Net of foreign withholding taxes of $61,819)  $  749,272 
Interest income    19,634 

Total Investment Income    768,906 

EXPENSES
Investment advisor fees    576,288 
Fund services fees    108,192 
Custodian fees    8,637 
Registration fees    4,319 
Professional fees    20,858 
Trustees’ fees and expenses    3,872 
Other expenses    20,798 

Total Expenses    742,964 

NET INVESTMENT INCOME    25,942 

NET REALIZED AND UNREALIZED GAIN (LOSS)
Net realized gain on investments    6,535,015 
Net change in unrealized appreciation (depreciation) on investments    (40,063,986 )

NET REALIZED AND UNREALIZED LOSS    (33,528,971 )
DECREASE IN NET ASSETS RESULTING FROM OPERATIONS  $  (33,503,029 )
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For the Six 
Months  
Ended  

June 30, 2022

For the Year 
Ended  

December 31, 2021
OPERATIONS

Net investment income  $  25,942  $  133,435 
Net realized gain    6,535,015    7,531,633 
Net change in unrealized appreciation (depreciation)    (40,063,986 )    22,947,971 

Increase (Decrease) in Net Assets Resulting from Operations    (33,503,029 )    30,613,039 
         
DISTRIBUTIONS TO SHAREHOLDERS
Total Distributions Paid    –    (9,200,707 )
         
CAPITAL SHARE TRANSACTIONS

Sale of shares    972,719    1,590,570 
Reinvestment of distributions    –    8,958,806 
Redemption of shares    (7,017,440 )    (6,054,219 )

Increase (Decrease) in Net Assets from Capital Share Transactions    (6,044,721 )    4,495,157 
Increase (Decrease) in Net Assets    (39,547,750 )    25,907,489 
         
NET ASSETS

Beginning of Period    175,595,181    149,687,692 
End of Period  $  136,047,431  $  175,595,181 

SHARE TRANSACTIONS
Sale of shares    46,426    74,670 
Reinvestment of distributions    –    414,425 
Redemption of shares    (345,972 )    (288,033 )

Increase (Decrease) in Shares    (299,546 )    201,062 
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These financial highlights reflect selected data for a share outstanding throughout each period.

For the Six 
Months Ended 
June 30, 2022

For the Years Ended December 31,

2021 2020 2019 2018 2017
NET ASSET VALUE, Beginning of 
Period  $  22.09  $  19.32  $  17.00  $  13.10  $  15.23  $  14.26 
INVESTMENT OPERATIONS

Net investment income (a)    0.00 (b)    0.02    0.04    0.24    0.13    0.10 
Net realized and unrealized gain 
(loss)    (4.30 )    3.97    2.61    4.50    (1.79 )    1.48 

Total from Investment Operations    (4.30 )    3.99    2.65    4.74    (1.66 )    1.58 

DISTRIBUTIONS TO SHAREHOLDERS FROM
Net investment income    –    (0.02 )    (0.04 )    (0.24 )    (0.13 )    (0.09 )
Net realized gain    –    (1.20 )    (0.29 )    (0.60 )    (0.34 )    (0.52 )

Total Distributions to Shareholders    –    (1.22 )    (0.33 )    (0.84 )    (0.47 )    (0.61 )

NET ASSET VALUE, End of 
Period  $  17.79  $  22.09  $  19.32  $  17.00  $  13.10  $  15.23 
TOTAL RETURN   (19.47 )%(c)   20.79 %   15.59 %   36.28 %   (10.98 )%   11.07 %
       
RATIOS/SUPPLEMENTARY 
DATA
Net Assets at End of Period (000s 
omitted)  $  136,047  $  175,595  $  149,688  $  134,415  $  105,406  $  130,876 
Ratios to Average Net Assets: (d)       

Net investment income   0.03 %(e)   0.08 %   0.23 %   1.49 %   0.84 %   0.64 %
Net expenses   0.97 %(e)   0.97 %(f)   0.98 %   0.98 %   0.99 %   0.99 %(f)
Gross expenses   0.97 %(e)   0.97 %   0.99 %(g)   0.98 %(g)   0.99 %(g)   0.99 %

PORTFOLIO TURNOVER RATE   10 %(c)   14 %   22 %   10 %   10 %   14 %

(a) Calculated based on average shares outstanding during each period.
(b) Less than $0.01 per share.
(c) Not annualized.
(d) The ratios of expenses and net investment income to average net assets do not reflect the Fund’s proportionate share of income and expenses of under-

lying investment companies in which the Fund invests.
(e) Annualized.
(f) Ratio includes waivers and previously waived investment advisory fees recovered.   The impact of the recovered fees may cause a higher net expense 

ratio.
(g) Reflects the expense ratio excluding any waivers and/or reimbursements.
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Note 1. Organization 

The BeeHive Fund (the “Fund”) is a diversified portfolio of Forum Funds (the “Trust”). The Trust is a Delaware statutory trust 
that is registered as an open-end, management investment company under the Investment Company Act of 1940, as amended (the 
“Act”). Under its Trust Instrument, the Trust is authorized to issue an unlimited number of the Fund’s shares of beneficial interest 
without par value. The Fund commenced operations on September 2, 2008. The Fund seeks capital appreciation. 

Note 2. Summary of Significant Accounting Policies

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

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

The Fund values its investments at fair value pursuant to procedures adopted by the Trust’s Board of Trustees (the “Board”) if 
(1) market quotations are not readily available or (2) the Advisor, as defined in Note 3, believes that the values available are 
unreliable. The Trust’s Valuation Committee, as defined in the Fund’s registration statement, performs certain functions as they relate 
to the administration and oversight of the Fund’s valuation procedures. Under these procedures, the Valuation Committee convenes 
on a regular and ad hoc basis to review such investments and considers a number of factors, including valuation methodologies and 
significant unobservable inputs, when arriving at fair value. 

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

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

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

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

Level 2 - Prices determined using significant other observable inputs (including quoted prices for similar securities, interest rates, 
prepayment speeds, credit risk, etc.). Short-term securities with maturities of sixty days or less are valued at amortized cost, which 
approximates market value, and are categorized as Level 2 in the hierarchy. Municipal securities, long-term U.S. government 
obligations and corporate debt securities are valued in accordance with the evaluated price supplied by a pricing service and 
generally categorized as Level 2 in the hierarchy. Other securities that are categorized as Level 2 in the hierarchy include, but are not 
limited to, warrants that do not trade on an exchange, securities valued at the mean between the last reported bid and ask quotation 
and international equity securities valued by an independent third party with adjustments for changes in value between the time of 
the securities’ respective local market closes and the close of the U.S. market.
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Level 3 - Significant unobservable inputs (including the Fund’s own assumptions in determining the fair value of investments). 

The aggregate value by input level, as of June 30, 2022, for the Fund’s investments is included at the end of the Fund’s Schedule 
of Investments. 

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

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

Federal Taxes – The Fund intends to continue to qualify each year as a regulated investment company under Subchapter M of 
Chapter 1, Subtitle A, of the Internal Revenue Code of 1986, as amended (“Code”), and to distribute all of its taxable income to 
shareholders. In addition, by distributing in each calendar year substantially all of its net investment income and capital gains, if 
any, the Fund will not be subject to a federal excise tax. Therefore, no federal income or excise tax provision is required. The Fund 
files a U.S. federal income and excise tax return as required. The Fund’s federal income tax returns are subject to examination by 
the Internal Revenue Service for a period of three fiscal years after they are filed. As of June 30, 2022, there are no uncertain tax 
positions that would require financial statement recognition, de-recognition or disclosure. 

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

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

Note 3. Fees and Expenses

Investment Advisor – Spears Abacus Advisors LLC (the “Advisor”) is the investment advisor to the Fund. Pursuant to an investment 
advisory agreement, the Advisor receives an advisory fee, payable monthly, from the Fund at an annual rate of 0.75% of the Fund’s 
average daily net assets. 

Distribution – Foreside Fund Services, LLC (the “Distributor”), a wholly owned subsidiary of Foreside Financial Group, LLC 
(doing business as ACA Group), acts as the agent of the Trust in connection with the continuous offering of shares of the Fund. 
The Distributor is not affiliated with the Advisor or Atlantic Fund Administration, LLC, a wholly owned subsidiary of Apex US 
Holdings LLC (d/b/a Apex Fund Services) (“Apex”) or their affiliates. The Fund has adopted a distribution plan in accordance with 
Rule 12b-1 of the Act. The Fund may pay the Distributor and/or any other entity as authorized by the Board a fee up to 0.25% of 
the Fund’s average daily net assets. The Fund has suspended payments under its Rule 12b-1 plan until further notice and has not 
paid any distribution fees to date. The Fund may remove the suspension and make payments under the Rule 12b-1 plan at any time, 
subject to Board approval. 
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Other Service Providers – Apex provides fund accounting, fund administration, compliance and transfer agency services to the 
Fund. The fees related to these services are included in Fund services fees within the Statement of Operations. Apex also provides 
certain shareholder report production and EDGAR conversion and filing services. Pursuant to an Apex Services Agreement, the 
Fund pays Apex customary fees for its services. Apex provides a Principal Executive Officer, a Principal Financial Officer, a Chief 
Compliance Officer and an Anti-Money Laundering Officer to the Fund, as well as certain additional compliance support functions. 

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

Note 4. Expense Reimbursement and Fees Waived

The Advisor has contractually agreed to waive its fee and/or reimburse Fund expenses to limit total annual Fund operating expenses 
after fee waiver and/or expense reimbursement (excluding taxes, interest, portfolio transaction expenses and extraordinary expenses) 
to 0.99% of the Fund’s average daily net assets through April 30, 2023 (the “Expense Cap”). 

The Advisor may recoup from the Fund fees waived and expenses reimbursed by the Advisor pursuant to the Expense Cap if 
such recoupment is made within three years of the fee waiver or expense reimbursement and does not cause the total annual Fund 
operating expenses after fee waiver and/or expense reimbursement of the Fund (after giving effect to the recouped amount) to 
exceed the lesser of (i) the then-current expense cap and (ii) the expense cap in place at the time the fees/expenses were waived/
reimbursed. As of June 30, 2022, $0 is subject to recapture by the Advisor. Refer back to the Statement of Operations to see what 
was recouped during the period. 

Note 5. Security Transactions

The cost of purchases and proceeds from sales of investment securities (including maturities), other than short-term investments 
during the period ended June 30, 2022 totaled $14,876,045 and $29,676,961, respectively.

Note 6. Federal Income Tax 

As of June 30, 2022, the cost of investments for federal income tax purposes is substantially the same as for financial statement 
purposes and the components of net unrealized appreciation were as follows:

Gross Unrealized Appreciation  $  65,903,940 
Gross Unrealized Depreciation    (4,540,812 )
Net Unrealized Appreciation  $  61,363,128 

As of December 31, 2021, distributable earnings on a tax basis were as follows:

Undistributed Ordinary Income  $  7,658 
Capital and Other Losses    (424,261 )
Unrealized Appreciation    101,407,135 
Total  $  100,990,532 

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

For tax purposes, the prior year post-October loss was $424,261 (realized during the period November 1, 2021 through December 
31, 2021). This loss was recognized for tax purposes on the first business day of the Fund’s current fiscal year, January 1, 2022.
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Note 7. Subsequent Events

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

A description of the policies and procedures that the Fund uses to determine how to vote proxies relating to securities held in the 
Fund’s portfolio is available, without charge and upon request, by calling (866) 684-4915 and on the U.S. Securities and Exchange 
Commission’s (the “SEC”) website at www.sec.gov. The Fund’s proxy voting record for the most recent twelve-month period ended 
June 30 is available, without charge and upon request, by calling (866) 684-4915 and on the SEC’s website at www.sec.gov. 

Availability of Quarterly Portfolio Schedules

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

Shareholder Expense Example

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

The example is based on an investment of $1,000 invested at the beginning of the period and held for the entire period from January 
1, 2022 through June 30, 2022.

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

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

Please note that the expenses shown in the table are meant to highlight your ongoing costs only. Therefore, the second line of the 
table is useful in comparing ongoing costs only and will not help you determine the relative total costs of owning different funds.

Beginning 
Account Value  

January 1, 2022

Ending  
Account Value 
 June 30, 2022

Expenses 
Paid During  

Period*

Annualized  
Expense  
Ratio*

Actual  $  1,000.00  $  805.34  $  4.34   0.97%
Hypothetical (5% return before expenses)  $  1,000.00  $  1,019.98  $  4.86   0.97%

* Expenses are equal to the Fund’s annualized expense ratio multiplied by the average account value over the period, multiplied by the number of days in the most 
recent fiscal half-year (181) divided by 365 to reflect the half-year period.
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