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FUND SUMMARY

Investment Objective

The Carbon Strategy ETF (the “Fund”) seeks capital appreciation.

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy, hold, and sell shares of the Fund (“Shares”). You may 
pay other fees, such as brokerage commissions and other fees to financial intermediaries, which are not reflected in the table 
and Example below. 

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees1 0.75%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses2 0.00%
Total Annual Fund Operating Expenses 0.75%

1 Exchange Traded Concepts, LLC (the “Adviser”) has contractually agreed to waive the management fee it receives from the Fund in an amount 
equal to the management fee paid to the Adviser by the Subsidiary. This undertaking may be terminated only with the approval of the Fund’s 
Board of Trustees.

2 Estimated for the current fiscal year.

Expense 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 continue to hold or redeem 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 costs would be:   

1 Year 3 Years
$77 $240

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 when Shares are held in a taxable account. 
These costs, which are not reflected in annual fund operating expenses or in the Example, affect the Fund’s performance. Because the 
Fund is newly organized, portfolio turnover information is not yet available.

Principal Investment Strategies

The Fund is an actively managed exchange-traded fund (“ETF”) that seeks capital appreciation by gaining exposure to the global 
carbon credit market. The Fund invests in carbon credit futures contracts, which are commodity futures contracts linked to the value of 
emission allowances (“Carbon Futures”). The Fund also may invest in (i) ETFs that provide exposure to government or investment 
grade corporate fixed income securities with maturities up to 12 months; (ii) money market funds; and (iii) cash and cash equivalents 
(“Collateral Instruments”). The Collateral Instruments are intended to provide liquidity and to serve as collateral for the Carbon 
Futures.

The Fund is not an index tracking ETF and instead seeks to achieve its investment objective through its investments in Carbon 
Futures. The Fund invests in a portfolio of liquid Carbon Futures that require “physical delivery” of emission allowances issued under 
cap and trade regimes. A cap and trade regime is a regulatory program designed to limit, or cap, the total level of emissions of 
greenhouse gases, particularly carbon dioxide, by companies in regulated industries, such as manufacturers or energy producers. The 
regulator, such as a governmental entity or supranational organization, issues a limited number of annual emission allowances that 
allow companies to emit a certain amount of greenhouse gases. Companies are then taxed if they produce a higher level of emissions 
than allowed. If a company reduces its emissions levels, it can sell, or “trade,” unused emissions allowances to other companies on the 
open market. Over time, regulators lower the number of emissions allowances available each year, thereby lowering the total cap on 
emissions, making emissions allowances more expensive, thereby incentivizing regulated entities to reduce their emissions. 

Futures contracts are contractual agreements to buy or sell a particular currency, commodity or financial instrument at a pre-
determined price in the future. The Fund’s use of futures contracts will have the economic effect of financial leverage. Financial 
leverage magnifies, sometimes significantly, the effect of any increase or decrease in the Fund’s exposure to the price swings of an 
asset class underlying such futures contracts and may cause the Fund’s net asset value (“NAV”) to experience greater volatility. As a 
result, the Fund will have the potential for greater gains, as well as the potential for greater losses, than if the Fund does not use futures 
or other derivatives that have a leveraging effect. When the Fund uses derivative instruments, the Fund will comply with SEC 

3



guidelines regarding derivatives instruments, and may hold a significant portion of its assets in cash and/or cash equivalents, including 
foreign currency. 

The Fund invests in Carbon Futures from the United States and Europe. The Fund typically invests in Carbon Futures linked to the 
value of emissions allowances issued under the following cap and trade regimes: European Union Emissions Trading Scheme 
(“EUA”), California Carbon Allowance (“CCA”), Regional Greenhouse Gas Initiative (“RGGI”), and United Kingdom Emissions 
Trading Scheme (“UK ETS”) (each, a “Cap and Trade Regime”). As the global carbon credit market grows, the Fund may invest in 
Carbon Futures linked to emissions allowances issued under other cap and trade regimes. The Fund intends to hold the foreign 
currency or invest in futures contracts on foreign currency in an amount that approximates the notional value of non-U.S. denominated 
Carbon Futures, such as the EUA and UK ETS. Exchange Traded Concepts, LLC, the Fund’s investment adviser (the “Adviser”), will 
generally seek to invest in Carbon Futures in weights similar to their trading volumes relative to the overall Carbon Futures market, 
although the Adviser may determine to increase or decrease such weights based on its expectations for how such trading volumes may 
change in the future.

The Fund will invest indirectly, via the Subsidiary (defined below), in Carbon Futures, which are standardized, liquid futures 
contracts. As the futures contracts approach expiration, they may be replaced by similar contracts that have a later expiration. This 
process is referred to as “rolling.” The Fund typically expects to invest in Carbon Futures that mature in December of the current year 
and of the following year, although the Fund may invest in Carbon Futures with other expiration dates. At times, Carbon Futures with 
a longer term to expiration may be priced higher than Carbon Futures with a shorter term to expiration, which is known as “contango.” 
The Adviser generally will attempt to minimize the negative impact from rolling Carbon Futures that are in contango, when possible, 
as doing so would result in the Fund selling the expiring contract at a lower price and buying a longer-term contract at a higher price, 
producing a negative roll yield. Conversely, Carbon Futures with a longer term to expiration may be priced lower than Carbon Futures 
with a shorter term to expiration, known as “backwardation.” Rolling Carbon Futures in backwardation generally involves selling an 
expiring contract at a higher price and buying a longer-term contract at a lower price, producing positive roll yield. However, there can 
be no guarantee that such a strategy will produce the desired results.

The Fund expects to gain exposure to Carbon Futures by investing in a wholly-owned and controlled subsidiary of the Fund organized 
under the laws of the Cayman Islands (the “Subsidiary”). The Adviser also serves as the investment adviser to the Subsidiary. The 
Fund’s investment in the Subsidiary is intended to provide the Fund with indirect exposure to Carbon Futures within the limits of 
current federal income tax laws applicable to investment companies such as the Fund, which limit the ability of investment companies 
to invest directly in Carbon Futures. The Subsidiary has the same investment objective as the Fund, but it may invest in Carbon 
Futures to a greater extent than the Fund. Except as otherwise noted, for purposes of this Prospectus, references to the Fund’s 
investments include the Fund’s indirect investments through the Subsidiary. Because the Fund intends to qualify for treatment as a 
regulated investment company (“RIC”) under the Internal Revenue Code of 1986, as amended (the “Code”), the size of the Fund’s 
investment in the Subsidiary will generally be limited to 25% of the Fund’s total assets, tested at the end of each fiscal quarter.

The CFTC has adopted certain requirements that subject registered investment companies and their advisers to regulation by the CFTC 
if a registered investment company invests more than a prescribed level of its net assets in CFTC-regulated futures or if a registered 
investment company markets itself as providing investment exposure to such instruments. Due to the Fund’s potential use of CFTC-
regulated futures above CFTC Rule 4.5 limits, it will be considered a “commodity pool” under the Commodity Exchange Act upon 
commencement of operations.

The Fund is classified as a “non-diversified” investment company under the Investment Company Act of 1940, as amended (the “1940 
Act”) and, therefore, may invest a greater percentage of its assets in a particular issuer than a diversified fund. The Fund may not 
concentrate its investments (i.e., hold more than 25% of its total assets) in any industry or group of related industries. However, the 
Fund expects to have significant exposure to Carbon Futures and/or emission allowances issued by cap and trade regimes (using the 
notional value of any futures in which it invests).

Principal Investment Risks

The principal risks of investing in the Fund are summarized below. The principal risks are presented in alphabetical order to facilitate 
finding particular risks and comparing them with other funds. Each risk summarized below is considered a “principal risk” of 
investing in the Fund, regardless of the order in which it appears. As with any investment, there is a risk that you could lose all or a 
portion of your investment in the Fund. Some or all of these risks may adversely affect the Fund’s net asset value per share (“NAV”), 
trading price, yield, total return and/or ability to meet its objectives. For more information about the risks of investing in the Fund, see 
the section in the Fund’s Prospectus titled “Additional Information About the Fund.” 

• Active Management Risk. The Fund is actively managed and may not meet its investment objective based on the Adviser’s 
success or failure to implement strategies for the Fund. The Fund invests in complex instruments, including futures contracts. 
Such instruments may create enhanced risks for the Fund, and the Adviser’s ability to control the Fund’s level of risk will depend 
on the Adviser’s skill in managing such instruments. In addition, the Adviser’s evaluations and assumptions regarding 
investments, interest rates, inflation, and other factors may prove incorrect, and the Fund may not successfully achieve its 
investment objective given actual market conditions.
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• Cap and Trade Risk. There is no assurance that cap and trade programs will continue to exist. Cap and trade may not prove to be 
an effective method of reducing greenhouse gas emissions. As a result or due to other factors, cap and trade programs may be 
terminated or may not be renewed upon their expiration. New technologies may arise that may diminish or eliminate the need for 
cap and trade markets. Ultimately, the cost of emissions credits is determined by the cost of actually reducing emissions levels. If 
the price of credits becomes too high, it will be more economical for companies to develop or invest in green technologies, 
thereby suppressing the demand for credits and adversely affecting the price of the Fund. 

Cap and trade programs set emission limits (i.e., the right to emit a certain quantity of greenhouse gas emissions), which can be 
allocated or auctioned to the parties regulated under the program up to the total emissions cap. This allocation may be larger or 
smaller than is needed for a stable price of credits and can lead to large price volatility, which could affect the value of the Fund. 
Depending upon the industries covered under the cap and trade program, unpredictable demand for their products and services can 
affect the value of greenhouse gas emissions credits. For example, very mild winters or very cool summers can decrease demand 
for electric utilities and therefore require fewer carbon credits to offset reduced production and greenhouse gas emissions.

• Cash and Cash Equivalents Risk. Holding cash or cash equivalents, including foreign currency, rather than securities or other 
instruments in which the Fund primarily invests, even strategically, may cause the Fund to risk losing opportunities to participate 
in market appreciation, and may cause the Fund to experience potentially lower returns than the Fund’s benchmark or other funds 
that remain fully invested. 

• Cash Transaction Risk. The Fund expects to effect all of its creations and redemptions for cash, rather than in-kind securities. 
The Fund may be required to sell or unwind portfolio investments to obtain the cash needed to distribute redemption proceeds. 
This may cause the Fund to recognize a capital gain that it might not have recognized if it had made a redemption in kind. As a 
result, the Fund may pay out higher annual capital gain distributions than if the in-kind redemption process was used. The use of 
cash creations and redemptions may also cause the Fund’s shares to trade in the market at wider bid-ask spreads or greater 
premiums or discounts to the Fund’s NAV.

• Clearing Broker Risk. The failure or bankruptcy of the Fund’s and the Subsidiary’s clearing broker could result in a substantial 
loss of Fund assets. Under current CFTC regulations, a clearing broker maintains customers’ assets in a bulk segregated account. 
If a clearing broker fails to do so, or is unable to satisfy a substantial deficit in a customer account, its other customers may be 
subject to risk of loss of their funds in the event of that clearing broker’s bankruptcy. In that event, the clearing broker’s 
customers, such as the Fund and the Subsidiary, are entitled to recover, even in respect of property specifically traceable to them, 
only a proportional share of all property available for distribution to all of that clearing broker’s customers.

• Collateral Instruments Risk. Collateral Instruments in which the Fund invests may include foreign currency, obligations issued 
or guaranteed by the U.S. Government, its agencies and instrumentalities, including bills, notes and bonds issued by the U.S. 
Treasury, money market funds and corporate debt securities, such as commercial paper. Money market funds are subject to 
management fees and other expenses. Therefore, investments in money market funds will cause the Fund to bear indirectly a 
proportional share of the fees and costs of the money market funds in which it invests. At the same time, the Fund will continue to 
pay its own management fees and expenses with respect to all of its assets, including any portion invested in the shares of the 
money market fund. It is possible to lose money by investing in money market funds. Corporate debt securities such as 
commercial paper generally are short-term unsecured promissory notes issued by businesses. Corporate debt may carry variable or 
floating rates of interest. Corporate debt securities carry both credit risk and interest rate risk. Credit risk is the risk that the Fund 
could lose money if the issuer of a corporate debt security is unable to pay interest or repay principal when it is due. Interest rate 
risk is the risk that interest rates rise and fall over time. For example, the value of fixed income securities generally decrease when 
interest rates rise, which may cause the Fund’s value to decrease. Also, investments in fixed income securities with longer 
maturities fluctuate more in response to interest rate changes.

• Commodity-Linked Derivatives Risk. The value of a commodity-linked derivative investment typically is based upon the price 
movements of a physical commodity and may be affected by changes in overall market movements, volatility of the market, 
changes in interest rates, or factors affecting a particular industry or commodity, such as drought, floods, weather, embargoes, 
tariffs and international economic, political and regulatory developments. Investments in commodity-linked derivatives may be 
subject to greater volatility than non-derivative based investments. Commodity-linked derivatives also may be subject to credit 
and interest rate risks that in general affect the values of debt securities.

◦ Commodity-Linked Derivatives Tax Risk. As a RIC, the Fund must derive at least 90% of its gross income each taxable year 
from certain qualifying sources of income under the Code. The income of the Fund from investments in certain commodity-
linked derivatives, including Carbon Futures, may be treated as non-qualifying income for purposes of the Fund’s 
qualification as a RIC, in which case the Fund may fail to qualify as a RIC and be subject to federal income tax at the Fund 
level. To the extent the Fund invests directly in commodity-linked derivatives (including Carbon Futures), the Fund will seek 
to restrict its income from such instruments that do not generate qualifying income to a maximum of 10% of its gross income 
(when combined with its other investments that produce non-qualifying income) to comply with the qualifying income test 
necessary for the Fund to qualify as a RIC under Subchapter M of the Code. However, the Fund may generate more non-
qualifying income than anticipated, may not be able to generate qualifying income in a particular taxable year at levels 
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sufficient to meet the qualifying income test, or may not be able to accurately predict the non-qualifying income from these 
investments. The extent to which the Fund invests in commodity-linked derivatives (including Carbon Futures) may be 
limited by the qualifying income and asset diversification tests, which the Fund must continue to satisfy to maintain its status 
as a RIC. If the Fund did not qualify as a RIC for any taxable year and certain relief provisions were not available, the Fund’s 
taxable income would be subject to tax at the Fund level and to a further tax at the shareholder level when such income is 
distributed. Failure to comply with the requirements for qualification as a RIC would have significant negative tax 
consequences to Fund shareholders. Under certain circumstances, the Fund may be able to cure a failure to meet the 
qualifying income requirement, but in order to do so the Fund may incur significant Fund-level taxes, which would 
effectively reduce (and could eliminate) the Fund’s returns. The tax treatment of certain commodity-linked derivatives 
(including Carbon Futures) may be affected by future regulatory or legislative changes that could affect the character, timing 
and/or amount of the Fund’s taxable income or gains and distributions. In addition, certain commodity linked derivatives, 
such as Carbon Futures, are subject to special provisions under the Code whereby the gain or loss from such regulated futures 
contracts are 60% long term capital gain/loss and 40% short-term capital gain/loss. Because the Fund expects to make such 
investments in Carbon Futures through the Subsidiary to comply with qualifying income limitations discussed above, the 
income received by the Fund from the Subsidiary will be ordinary income or loss regardless of whether the Subsidiary 
invested in regulated futures contracts subject to the special tax treatment. For additional information, please see “Dividends, 
Distributions, and Taxes – Investments in Complex Securities.”

• Commodity Pool Regulatory Risk. The Fund’s investment exposure to futures instruments will cause it to be deemed to be a 
commodity pool, thereby subjecting the Fund to regulation under the CEA and CFTC rules. The Adviser is registered as a CPO, 
and the Fund will be operated in accordance with applicable CFTC rules, as well as the regulatory scheme applicable to registered 
investment companies. Registration as a CPO imposes additional compliance obligations on the Adviser and the Fund related to 
additional laws, regulations, and enforcement policies, which could increase compliance costs and may affect the operations and 
financial performance of the Fund. However, the Fund’s status as a commodity pool and the Adviser’s registration as a CPO are 
not expected to materially adversely affect the Fund’s ability to achieve its investment objective. The CFTC has not passed on the 
adequacy of this Prospectus.

• Currency Risk. The Fund intends to hold the foreign currency or invest in futures contracts on foreign currency in an amount that 
approximates the notional value of non-U.S. denominated Carbon Futures, such as the EUA and UK ETS. In addition, the Fund’s 
assets may be invested in instruments denominated in foreign currencies and the income received by the Fund may be in foreign 
currencies. The Fund will compute and expects to distribute its income in U.S. dollars, and the computation of income will be 
made on the date that the income is earned by the Fund at the foreign exchange rate in effect on that date. The Fund will conduct 
its foreign currency exchange transactions on a spot (i.e., cash) basis at the spot rate prevailing in the foreign currency exchange 
market at the time the Fund wishes to enter into the transaction.

The Fund’s NAV is determined on the basis of the U.S. dollar. The Fund may therefore lose value if the local currency of a 
foreign investment depreciates against the U.S. dollar, even if the local currency value of the Fund’s holdings goes up. Currency 
exchange rates can be very volatile and can change quickly and unpredictably, which may adversely affect the Fund. The Fund 
may also be subject to delays in converting or transferring U.S. dollars to foreign currencies and vice versa. This may adversely 
affect the Fund’s performance.

• Derivatives Risk. The Fund’s derivative investments have risks, including the imperfect correlation between the value of such 
instruments and the underlying assets; the loss of principal, including the potential loss of amounts greater than the initial amount 
invested in the derivative instrument; and illiquidity of the derivative investments. The derivatives used by the Fund may give rise 
to a form of leverage. Leverage magnifies the potential for gain and may result in greater losses, which in some cases may cause 
the Fund to liquidate other portfolio investments at inopportune times (e.g., at a loss to comply with limits on leverage and asset 
segregation requirements imposed by the 1940 Act or when the Adviser otherwise would have preferred to hold the investment) 
or to meet redemption requests. Certain of the Fund’s transactions in derivatives could also affect the amount, timing, and 
character of distributions to shareholders, which may result in the Fund realizing more short-term capital gain and ordinary 
income subject to tax at ordinary income tax rates than it would if it did not engage in such transactions, which may adversely 
impact the Fund’s after-tax returns. To the extent the Fund invests in such derivative instruments, the value of the Fund’s portfolio 
is likely to experience greater volatility over short-term periods.

• Energy Sector Exposure Risk. The Fund has significant exposure to the energy sector through its investments in Carbon 
Futures. The energy sector is comprised of energy, industrial, infrastructure, and logistics companies, and these companies are 
susceptible to adverse economic, environmental, business, regulatory, or other occurrences affecting that sector. The energy sector 
has historically experienced substantial price volatility. At times, the performance of these investments may lag the performance 
of other sectors or the market as a whole. Companies operating in the energy sector are subject to specific risks, including, among 
others, fluctuations in commodity prices; reduced consumer demand for commodities such as oil, natural gas, or petroleum 
products; reduced availability of natural gas or other commodities for transporting, processing, storing, or delivering; slowdowns 
in new construction; extreme weather or other natural disasters; and threats of attack by terrorists on energy assets. Additionally, 
energy sector companies are subject to substantial government regulation and changes in the regulatory environment for energy 
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companies may adversely impact their profitability. Over time, depletion of natural gas reserves and other energy reserves may 
also affect the profitability of energy companies.

• ETF Risks. The Fund is an ETF, and, as a result of an ETF’s structure, it is exposed to the following risks:  

◦ Authorized Participants, Market Makers, and Liquidity Providers Concentration Risk. The Fund has a limited number of 
financial institutions that may act as Authorized Participants (“APs”). In addition, there may be a limited number of market 
makers and/or liquidity providers in the marketplace. To the extent either of the following events occur, Shares may trade at a 
material discount to NAV and possibly face delisting: (i) APs exit the business or otherwise become unable to process 
creation and/or redemption orders and no other APs step forward to perform these services, or (ii) market makers and/or 
liquidity providers exit the business or significantly reduce their business activities and no other entities step forward to 
perform their functions.  

◦ Costs of Buying or Selling Shares. Due to the costs of buying or selling Shares, including brokerage commissions imposed by 
brokers and 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.  

◦ Shares May Trade at Prices Other Than NAV. As with all ETFs, Shares may be bought and sold in the secondary market at 
market prices. Although it is expected that the market price of Shares will approximate the Fund’s NAV, there may be times 
when the market price of Shares is more than the NAV intra-day (premium) or less than the NAV intra-day (discount) due to 
supply and demand of Shares or during periods of market volatility. This risk is heightened in times of market volatility, 
periods of steep market declines, and periods when there is limited trading activity for Shares in the secondary market, in 
which case such premiums or discounts may be significant. Because the Fund’s investments have exposure to securities that 
may trade on foreign exchanges that are closed when the Fund’s primary listing exchange is open, there are likely to be 
deviations between the current price of a security and the security’s last quoted price from the closed foreign market. This 
may result in premiums and discounts that are greater than those experienced by domestic ETFs.

◦ Trading. Although Shares are listed for trading on NYSE Arca, Inc. (the “Exchange”) and may be traded on U.S. exchanges 
other than the Exchange, there can be no assurance that Shares will trade with any volume, or at all, on any stock exchange. 
In stressed market conditions, the liquidity of Shares may begin to mirror the liquidity of the Fund’s underlying portfolio 
holdings, which can be significantly less liquid than Shares, and this could lead to differences between the market price of the 
Shares and the underlying value of those Shares.

• Fixed Income Securities Risk. The Fund may invest in fixed income securities. Fixed income securities, such as bonds and 
certain asset-backed securities, involve certain risks, which include:

◦ Credit Risk. Credit risk refers to the possibility that the issuer of a security will not be able to make payments of interest and 
principal when due. Changes in an issuer’s credit rating or the market’s perception of an issuer’s creditworthiness may also 
affect the value of an investment in that issuer.

◦ Event Risk. Event risk is the risk that corporate issuers may undergo restructurings, such as mergers, leveraged buyouts, 
takeovers, or similar events financed by increased debt. As a result of the added debt, the credit quality and market value of a 
company’s bonds and/or other debt securities may decline significantly.

◦ Extension Risk. When interest rates rise, certain obligations will be paid off by the obligor more slowly than anticipated, 
causing the value of these securities to fall.

◦ Interest Rate Risk. Generally, the value of fixed income securities will change inversely with changes in interest rates. As 
interest rates rise, the market value of fixed income securities tends to decrease. Conversely, as interest rates fall, the market 
value of fixed income securities tends to increase. This risk will be greater for long-term securities than for short-term 
securities. In recent periods, governmental financial regulators, including the U.S. Federal Reserve, have taken steps to 
maintain historically low interest rates, which may increase interest rate risk. Changes in government intervention may have 
adverse effects on investments, volatility, and illiquidity in debt markets.

◦ Prepayment Risk. When interest rates fall, certain obligations will be paid off by the obligor more quickly than originally 
anticipated, and the proceeds may have to be invested in securities with lower yields.

• Foreign Investments Risk. Investments in non-U.S. instruments involve certain risks that may not be present with investments in 
U.S. instruments. For example, investments in non-U.S. instruments may be subject to risk of loss due to foreign currency 
fluctuations or to political or economic instability. Investments in non-U.S. instruments also may be subject to withholding or 
other taxes and may be subject to additional trading, settlement, custodial, and operational risks. These and other factors can make 
investments in the Fund more volatile and potentially less liquid than other types of investments.

• Futures Contracts Risk. The successful use of futures contracts draws upon the Adviser’s skill and experience with respect to 
such instruments and is subject to special risk considerations. The primary risks associated with the use of futures contracts, which 
may adversely affect the Fund’s NAV and total return, are (a) the imperfect correlation between the change in market value of the 
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instruments held by the Fund and the price of the futures contract; (b) possible lack of a liquid secondary market for a futures 
contract and the resulting inability to close a futures contract when desired; (c) losses caused by unanticipated market movements, 
which are potentially unlimited; (d) the Adviser’s inability to correctly predict the direction of securities prices, interest rates, 
currency exchange rates and other economic factors; (e) the possibility that the counterparty will default in the performance of its 
obligations; and (f) if the Fund has insufficient cash, it may have to sell securities from its portfolio to meet daily variation margin 
requirements, and the Fund may have to sell securities at a time when it may be disadvantageous to do so.

◦ Foreign Currency Futures Contracts. A foreign currency futures contract is a contract involving an obligation to deliver or 
acquire the specified amount of a specific currency, at a specified price and at a specified future time. Futures contracts may 
be settled on a net cash payment basis rather than by the sale and delivery of the underlying currency. Futures contracts on 
foreign currency involve a significant degree of risk and the markets in which currency exchange transactions are effected are 
highly volatile, highly specialized and highly technical. Significant changes, including changes in liquidity and prices, can 
occur in such markets within very short periods of time, often within minutes. Risks include, but are not limited to, exchange 
rate risk, maturity gap, interest rate risk, and potential interference by foreign governments through regulation of local 
exchange markets, foreign investment or particular transactions in foreign currency.  

• Geographic Investment Risk. To the extent the Fund invests a significant portion of its assets in the securities of companies of a 
single country or region, it is more likely to be impacted by events or conditions affecting that country or region.  

◦ Risks Related to Investing in Europe. The economies and markets of European countries are often closely connected and 
interdependent, and events in one country in Europe can have an adverse impact on other European countries. The Fund 
makes investments in securities of issuers that are domiciled in, or have significant operations in, member countries of the 
European Union (“EU”) that are subject to economic and monetary controls that can adversely affect the Fund’s investments. 
The European financial markets have experienced volatility and adverse trends in recent years and these events have 
adversely affected the exchange rate of the euro and may continue to significantly affect other European countries. 
Decreasing imports or exports, changes in governmental or EU regulations on trade, changes in the exchange rate of the euro, 
the default or threat of default by an EU member country on its sovereign debt, and/or an economic recession in an EU 
member country may have a significant adverse effect on the economies of EU member countries and their trading partners, 
including some or all of the European countries in which the Fund invests.  

The United Kingdom (“UK”) formally exited from the EU on January 31, 2020 (known as “Brexit”), and effective December 
31, 2020, the UK ended a transition period during which it continued to abide by the EU’s rules and the UK’s trade 
relationships with the EU were generally unchanged. Following this transition period, the impact on the UK and European 
economies and the broader global economy could be significant, resulting in negative impacts, such as increased volatility 
and illiquidity, and potentially lower economic growth of markets in the UK, Europe and globally, which may adversely 
affect the value of the Fund’s investments. 

Russia’s large-scale invasion of Ukraine on February 24, 2022 has led to various countries imposing economic sanctions on 
certain Russian individuals and Russian corporate and banking entities. A number of jurisdictions have also instituted broader 
sanctions on Russia, including banning Russia from global payments systems that facilitate cross-border payments. In 
response, the government of Russia has imposed capital controls to restrict movements of capital entering and exiting the 
country. As a result, the value and liquidity of Russian securities and the Russian currency have experienced significant 
declines. Further, as of June 1, 2022, the Russian securities markets effectively have not been open for trading by foreign 
investors since February 28, 2022. 

Russia’s military incursion and resulting sanctions could have a severe adverse effect on the region’s economies and more 
globally, including significant negative impacts on the financial markets for certain securities and commodities and could 
affect the value of the Fund’s investments. Eastern European markets are particularly sensitive to social, political, economic, 
and currency events in Russia and may suffer heavy losses as a result of their trading and investment links to the Russian 
economy and currency. Changes in regulations on trade, decreasing imports or exports, changes in the exchange rate of the 
euro, a significant influx of refugees, and recessions among European countries may have a significant adverse effect on the 
economies of other European countries including those of Eastern Europe.

• Government Obligations Risk. No assurance can be given that the U.S. government will provide financial support to U.S. 
government-sponsored agencies or instrumentalities where it is not obligated to do so by law, such as the Federal National 
Mortgage Association (“Fannie Mae”) and the Federal Home Loan Mortgage Corporation (“Freddie Mac”). Securities issued by 
Fannie Mae and Freddie Mac have historically been supported only by the discretionary authority of the U.S. government. While 
the U.S. government provides financial support to various U.S. government-sponsored agencies and instrumentalities, such as 
Fannie Mae and Freddie Mac, no assurance can be given that it will always do so. In September 2008, at the direction of the U.S. 
Department of the Treasury, Fannie Mae and Freddie Mac were placed into conservatorship under the Federal Housing Finance 
Agency (“FHFA”), an independent regulator, and they remain in such status as of the date of this Prospectus. The U.S. 
government also took steps to provide additional financial support to Fannie Mae and Freddie Mac. 
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• Investment Capacity Risk. If the Fund’s ability to obtain exposure to Carbon Futures consistent with its investment objective is 
disrupted for any reason including, limited liquidity in the Carbon Futures market, a disruption to the Carbon Futures, or as a 
result of margin requirements or position limits imposed by the Fund’s futures commission merchants (“FCMs”), the futures 
exchange, or the CFTC, the Fund would not be able to achieve its investment objective and may experience significant losses.

• Investment Company Risk. The risks of investing in investment companies typically reflect the risks of the types of instruments 
in which the investment companies invest. By investing in another investment company, the Fund becomes a shareholder of that 
investment company and bears its proportionate share of the fees and expenses of the other investment company. Investments in 
ETFs are also subject to the “ETF Risks” described above.

• Leverage Risk. Leverage is investment exposure that exceeds the initial amount invested. The loss on a leveraged investment 
may far exceed the Fund’s principal amount invested. Leverage may magnify the Fund’s gains and losses and, therefore, increase 
volatility. The use of leverage may result in the Fund having to liquidate holdings when it may not be advantageous to do so.

• Liquidity Risk. Liquidity risk exists when particular investments are difficult to purchase or sell. This can reduce the Fund’s 
returns because the Fund may be unable to transact at advantageous times or prices. 

• Market Risk. The investments held in the Fund’s portfolio may experience sudden, unpredictable drops in value or long periods 
of decline in value. This may occur because of factors that affect markets generally or factors affecting specific issuers, industries, 
or sectors in which the Fund invests. In addition, local, regional or global events such as war, acts of terrorism, spread of 
infectious diseases or other public health issues, recessions, or other events could have a significant negative impact on the Fund 
and its investments. U.S. and international markets have experienced volatility in recent months and years due to a number of 
economic, political and global macro factors, including rising inflation, the war between Russia and Ukraine, and the impact of 
the novel coronavirus (COVID-19) global pandemic. While U.S. and global economies are recovering from the effects of the 
pandemic, the recovery is proceeding at slower than expected rates and may last for a prolonged period of time. Uncertainties 
regarding interest rates, political events, the Russia-Ukraine war, rising government debt in the U.S., and trade tensions have also 
contributed to market volatility. Such events may affect certain geographic regions, countries, sectors and industries more 
significantly than others. Such events could adversely affect the prices and liquidity of the Fund’s portfolio securities or other 
instruments and could result in disruptions in the trading markets. The trading prices of debt securities and other instruments may 
also fluctuate in response to a variety of other factors, and consequently, the Fund’s NAV and market price may also fluctuate 
significantly. As a result, an investor could lose money over short or long periods of time.

• New Fund Risk. The Fund is a recently organized investment company with no operating history. As a result, prospective 
investors have no track record or history on which to base their investment decision.  

• Non-Diversification Risk. The Fund is considered to be non-diversified, which means that it may invest more of its assets in the 
securities of a single issuer or a smaller number of issuers than if it were a diversified fund. As a result, the Fund may be more 
exposed to the risks associated with and developments affecting an individual issuer or a smaller number of issuers than a fund 
that invests more widely. This may increase the Fund’s volatility and cause the performance of a relatively smaller number of 
issuers to have a greater impact on the Fund’s performance. However, the Fund intends to satisfy the diversification requirements 
for qualification as a RIC under Subchapter M of the Code.

• Regulatory Risk. The Fund is subject to the risk that a change in U.S. law and related regulations will impact the way the Fund 
operates, increase the particular costs of the Fund’s operations or change the competitive landscape. Additional legislative or 
regulatory changes could occur that may materially and adversely affect the Fund. For example, the regulatory environment for 
derivative instruments in which the Fund may invest is evolving, and changes in the regulation or taxation of derivative 
instruments may materially and adversely affect the ability of the Fund to pursue its investment objective or strategies. Such 
legislative or regulatory changes could pose additional risks and result in material adverse consequences to the Fund.

• Subsidiary Investment Risk. By investing in the Subsidiary, the Fund is indirectly exposed to the risks associated with the 
Subsidiary’s investments. The derivatives and other investments held by the Subsidiary are generally similar to those that are 
permitted to be held by the Fund and are subject to the same risks that apply to similar investments if held directly by the Fund. 
The Subsidiary is not registered under the 1940 Act, and, unless otherwise noted in this Prospectus, is not subject to all the 
investor protections of the 1940 Act. Changes in the laws of the United States and/or the Cayman Islands could result in the 
inability of the Fund and/or the Subsidiary to continue to operate as it does currently and could adversely affect the Fund. For 
example, the Cayman Islands does not currently impose any income, corporate or capital gains tax or withholding tax on the 
Subsidiary. If Cayman Islands law changes such that the Subsidiary must pay Cayman Islands taxes, Fund shareholders would 
likely suffer decreased investment returns. 

• Tax Risk. The Fund may gain most of its exposure to the Carbon Futures through its investment in the Subsidiary, which invests 
directly in such Carbon Futures. In order for the Fund to qualify as a RIC under Subchapter M of the Code, the Fund must, among 
other requirements, derive at least 90% of its gross income for each taxable year from sources generating “qualifying income” for 
purposes of the “qualifying income test”, which is described in more detail in the section titled “Federal Income Taxes” in the 
SAI. The Fund’s investment in the Subsidiary is expected to provide the Fund with exposure to Carbon Futures within the 
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limitations of the federal tax requirements of Subchapter M of the Code for qualification as a RIC. The “Subpart F” income 
(defined in Section 951 of the Code to include passive income, including from commodity-linked derivatives (including Carbon 
Futures)) of the Fund attributable to its investment in the Subsidiary is “qualifying income” to the Fund to the extent that such 
income is derived with respect to the Fund’s business of investing in stock, securities or currencies. The Fund expects its “Subpart 
F” income attributable to its investment in the Subsidiary to be derived with respect to the Fund’s business of investing in stock, 
securities or currencies and accordingly expects its “Subpart F” income attributable to its investment in the Subsidiary to be 
treated as “qualifying income.” Furthermore, while the applicable rules do not require distributions from the Subsidiary, the Fund 
intends to cause the Subsidiary to make distributions that would allow the Fund to make timely distributions to its shareholders. 
The Fund generally will be required to include in its own taxable income the “Subpart F” income of the Subsidiary for a tax year, 
regardless of whether the Fund receives a distribution of the Subsidiary’s income in that tax year, and this income would 
nevertheless be subject to the distribution requirement for qualification as a RIC and would be taken into account for purposes of 
the 4% excise tax. The Adviser will carefully monitor the Fund’s investments in the Subsidiary to ensure that no more than 25% 
of the Fund’s assets are invested in the Subsidiary to comply with the Fund’s asset diversification test as described in more detail 
in the SAI.

If the Fund did not qualify as a RIC for any taxable year and certain relief provisions were not available, the Fund’s taxable 
income would be subject to tax at the Fund level and to a further tax at the shareholder level when such income is distributed. In 
such event, in order to re-qualify for taxation as a RIC, the Fund might be required to recognize unrealized gains, pay substantial 
taxes and interest and make certain distributions. This would cause investors to incur higher tax liabilities than they otherwise 
would have incurred and would have a negative impact on Fund returns. In such event, the Fund’s Board of Trustees may 
determine to reorganize or close the Fund or materially change the Fund’s investment objective and strategies. In the event that 
the Fund fails to qualify as a RIC, the Fund will promptly notify shareholders of the implications of that failure.

• Valuation Risk. The Fund or the Subsidiary may hold securities or other assets that may be valued on the basis of factors other 
than market quotations. This may occur because the asset or security does not trade on a centralized exchange, or in times of 
market turmoil or reduced liquidity. There are multiple methods that can be used to value a portfolio holding when market 
quotations are not readily available. The value established for any portfolio holding at a point in time might differ from what 
would be produced using a different methodology or if it had been priced using market quotations. Portfolio holdings that are 
valued using techniques other than market quotations, including “fair valued” assets or securities, may be subject to greater 
fluctuation in their valuations from one day to the next than if market quotations were used. In addition, there is no assurance that 
the Fund or the Subsidiary could sell or close out a portfolio position for the value established for it at any time, and it is possible 
that the Fund or the Subsidiary would incur a loss because a portfolio position is sold or closed out at a discount to the valuation 
established by the Fund or the Subsidiary at that time. The Fund’s ability to value investments may be impacted by technological 
issues or errors by pricing services or other third-party service providers.

Performance

Performance information for the Fund is not included because the Fund had not yet commenced operations as of the date of this 
Prospectus. In the future, performance information for the Fund will be presented in this section. Updated performance information is 
available on the Fund’s website at KARBETF.com.

Management

Investment Adviser: Exchange Traded Concepts, LLC (the “Adviser”) serves as the Fund’s investment adviser.
Portfolio Managers: Andrew Serowik, Todd Alberico, and Gabriel Tan, each a Portfolio Manager of the Adviser, have been 

portfolio managers of the Fund since its inception in July 2022.
Purchase and Sale of Shares

Shares are listed on the Exchange, and individual Shares may only be bought and sold in the secondary market through brokers at 
market prices, rather than NAV. Because Shares trade at market prices rather than NAV, Shares may trade at a price greater than NAV 
(premium) or less than NAV (discount).

The Fund issues and redeems Shares at NAV only in large blocks known as “Creation Units,” which only APs (typically, broker-
dealers) may purchase or redeem. The Fund generally issues and redeems Creation Units in exchange for a portfolio of securities and/
or a designated amount of U.S. cash.

Investors may incur costs attributable to the difference between the highest price a buyer is willing to pay to purchase Shares (bid) and 
the lowest price a seller is willing to accept for Shares (ask) when buying or selling Shares in the secondary market (the “bid-ask 
spread”). Recent information about the Fund, including its NAV, market price, premiums and discounts, and bid-ask spreads is 
available on the Fund’s website at KARBETF.com.
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Tax Information

Fund distributions are generally taxable as ordinary income or capital gains (or a combination), unless your investment is in an IRA or 
other tax-advantaged account. Distributions on investments made through tax-deferred arrangements may be taxed later upon 
withdrawal of assets from those accounts. 

Financial Intermediary Compensation

If you purchase Shares through a broker-dealer or other financial intermediary (such as a bank) (an “Intermediary”), the Adviser or its 
affiliates may pay Intermediaries for certain activities related to the Fund, including participation in activities that are designed to 
make Intermediaries more knowledgeable about exchange traded products, including the Fund, or for other activities, such as 
marketing, educational training or other initiatives related to the sale or promotion of Shares. These payments may create a conflict of 
interest by influencing the Intermediary and your salesperson to recommend the Fund over another investment. Any such 
arrangements do not result in increased Fund expenses. Ask your salesperson or visit the Intermediary’s website for more information.

11



ADDITIONAL INFORMATION ABOUT THE FUND

Additional Information about the Fund’s Investment Objective. The Fund’s investment objective has been adopted as a non-
fundamental investment policy and may be changed without shareholder approval upon written notice to shareholders.

The Fund typically invests in Carbon Futures linked to the emissions allowances issued under the EUA, CCA, RGGI, and UK ETS 
Cap and Trade Regimes. The Fund intends to hold the foreign currency or invest in futures contracts on foreign currency in an amount 
that approximates the notional value of non-U.S. denominated Carbon Futures, such as the EUA and UK ETS. Currently, the parties to 
the EUA are all the European Union member states plus Iceland, Norway, and Liechtenstein. The party to the CCA is California. The 
parties to the RGGI are currently certain states of the United States, specifically Connecticut, Delaware, Maine, Maryland, 
Massachusetts, New Hampshire, New Jersey, New York, Rhode Island, Virginia, and Vermont. The party to the UK ETS is the United 
Kingdom. As the global carbon credit market grows, the Fund may invest in such additional Carbon Futures.

An investor in futures contracts generally deposits cash (also known as “margin”) with an FCM for its open positions in futures 
contracts. The margin requirements or position limits may be based on the notional exposure of the futures contracts, or the number of 
futures contracts purchased. The FCM, in turn, generally transfers such deposits to the clearing house to protect the clearing house 
against non-payment by the Fund. The Fund may also be required to pay variation margin, which is the amount of cash that each party 
agrees to pay to or receive from the other to reflect the daily fluctuation in the value of the futures contract. The clearing house 
effectively serves as the counterparty to a futures contract. In addition, the FCM may require the Fund to deposit additional margin 
collateral in excess of the clearing house’s requirements for the FCM’s own protection.

The Fund expects to gain exposure to Carbon Futures by investing in the Subsidiary. The Adviser also serves as the investment 
adviser to the Subsidiary. The Fund’s investment in the Subsidiary is intended to provide the Fund with indirect exposure to Carbon 
Futures within the limits of current federal income tax laws applicable to investment companies such as the Fund, which limit the 
ability of investment companies to invest directly in Carbon Futures. The Subsidiary has the same investment objective as the Fund, 
but it may invest in Carbon Futures to a greater extent than the Fund. Except as otherwise noted, for purposes of this Prospectus, 
references to the Fund’s investments include the Fund’s indirect investments through the Subsidiary. Because the Fund intends to 
qualify for treatment as a RIC under the Code, the size of the Fund’s investment in the Subsidiary will generally be limited to 25% of 
the Fund’s total assets, tested at the end of each fiscal quarter. The Fund is the sole investor in the Subsidiary and does not expect 
shares of the Subsidiary to be offered or sold to other investors. 

The Fund is non-diversified. The Fund expects to have significant exposure to Carbon Futures and/or emission allowances issued by 
cap and trade regimes (using the notional value of any futures in which it invests).

Management of the Fund. The Fund and the Adviser have received an exemptive order from the SEC permitting the Adviser (subject 
to certain conditions and the Board’s approval) to select or change sub-advisers without obtaining shareholder approval. The order 
also permits the Adviser to materially amend the terms of agreements with a sub-adviser (including an increase in the fee paid by the 
Adviser to the sub-adviser (and not paid by the Fund)) or to continue the employment of a sub-adviser after an event that would 
otherwise cause the automatic termination of services with Board approval, but without shareholder approval. Shareholders will be 
notified of any sub-adviser changes.

Additional Information about the Fund’s Principal Risks. This section provides additional information regarding the principal 
risks described in the Fund Summary. As in the Fund Summary, the principal risks below are presented in alphabetical order to 
facilitate finding particular risks and comparing them with other funds. Each risk described below is considered a “principal risk” of 
investing in the Fund, regardless of the order in which it appears. Each of the factors below could have a negative impact on the 
Fund’s performance and trading prices.

• Active Management Risk. The Fund is actively managed and may not meet its investment objective based on the Adviser’s 
success or failure to implement strategies for the Fund. The Fund invests in complex instruments (each described below), 
including futures contracts. Such instruments may create enhanced risks for the Fund, and the Adviser’s ability to control the 
Fund’s level of risk will depend on the Adviser’s skill in managing such instruments. In addition, the Adviser’s evaluations and 
assumptions regarding investments, interest rates, inflation, and other factors may not successfully achieve the Fund’s investment 
objective given actual market conditions.

• Cap and Trade Risk. Cap and trade programs and related markets are new and based on scientific principles that are subject to 
political causal debate. Cap and trade programs have arisen primarily due to relative international consensus with respect to 
scientific evidence indicating a relationship between the rise in greenhouse gas emissions in the atmosphere, on the one hand, and 
the rise in global temperatures and extreme weather events, on the other hand. If this consensus were to break down, cap and trade 
programs and the value of the Fund may be negatively affected. Additionally, if the science supporting the relationship or the 
acceptable level of greenhouse gas concentrations is questioned, it may negatively affect cap and trade programs and the value of 
the Fund. 
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There is no assurance that cap and trade programs will continue to exist. Cap and trade may not prove to be an effective method of 
reduction in greenhouse gas emissions. As a result or due to other factors, cap and trade programs may be terminated or may not 
be renewed upon their expiration. The European Union Emissions Trading System (“EU ETS”) is organized into a number of 
phases, each with a predetermined duration. Currently, the EU ETS is in Phase III. There can be no assurance that the EU ETS 
will enter into a new phase as scheduled.

New technologies may arise that may diminish or eliminate the need for cap and trade markets. Ultimately, the cost of emissions 
credits is determined by the cost of actually reducing emissions levels. If the price of credits becomes too high, it will be more 
economical for companies to develop or invest in green technologies, thereby suppressing the demand for credits and adversely 
affecting the price of the Fund.

Cap and trade programs set emission limits (i.e., the right to emit a certain quantity of greenhouse gas emissions), which can be 
allocated or auctioned to the parties in the mechanism up to the total emissions cap. This allocation may be larger or smaller than 
is needed for a stable price of credits and can lead to large price volatility, which could affect the value of the Fund. Depending 
upon the industries covered under each cap and trade program in which the Fund invests, unpredictable demand for their products 
and services can affect the value of greenhouse gas emissions credits. For example, very mild winters or very cool summers can 
decrease demand for electric utilities and therefore require fewer carbon credits to offset reduced production and greenhouse gas 
emissions.

The economic health of greenhouse gas emitting companies and their ability to pass on the cost of emissions credits to consumers 
can affect the price of the Carbon Futures. If the price of emissions can be passed on to the end customer with little impact upon 
consumer demand, it is likely that industries may continue emitting and purchase any shortfall in the market at the prevailing 
price. If, however, the producer is unable to pass on the cost, it may be incentivized to reduce production in order to decrease its 
need for offsetting emissions credits, which could adversely affect the price of Carbon Futures and the Fund.

• Cash and Cash Equivalents Risk. Holding cash or cash equivalents, including foreign currency, rather than securities or other 
instruments in which the Fund primarily invests, even strategically, may cause the Fund to risk losing opportunities to participate 
in market appreciation, and may cause the Fund to experience potentially lower returns than the Fund’s benchmark or other funds 
that remain fully invested. 

• Cash Transaction Risk. The Fund expects to effect all of its creations and redemptions for cash, rather than in-kind securities. 
The Fund may be required to sell or unwind portfolio investments to obtain the cash needed to distribute redemption proceeds. 
This may cause the Fund to recognize a capital gain that it might not have recognized if it had made a redemption in-kind. As a 
result, the Fund may pay out higher annual capital gain distributions than if the in-kind redemption process was used. The use of 
cash creations and redemptions may also cause the Fund’s shares to trade in the market at wider bid-ask spreads or greater 
premiums or discounts to the Fund’s NAV. As a practical matter, only institutions and large investors, such as market makers or 
other large broker dealers, create or redeem shares directly through the Fund. Most investors will buy and sell shares of the Fund 
on an exchange through a broker-dealer. Furthermore, the Fund may not be able to execute cash transactions for creation and 
redemption purposes at the same price used to determine the Fund’s NAV. To the extent that the maximum additional charge for 
creation or redemption transactions is insufficient to cover the execution shortfall, the Fund’s performance could be negatively 
impacted.

• Clearing Broker Risk. The failure or bankruptcy of the Fund’s and the Subsidiary's clearing broker could result in a substantial 
loss of Fund assets. Under current CFTC regulations, a clearing broker maintains customers’ assets in a bulk segregated account. 
If a clearing broker fails to do so, or is unable to satisfy a substantial deficit in a customer account, its other customers may be 
subject to risk of loss of their funds in the event of that clearing broker’s bankruptcy. In that event, the clearing broker’s 
customers, such as the Fund and the Subsidiary, are entitled to recover, even in respect of property specifically traceable to them, 
only a proportional share of all property available for distribution to all of that clearing broker’s customers.

• Collateral Instruments Risk. Collateral Instruments in which the Fund invests may include foreign currency, obligations issued 
or guaranteed by the U.S. Government, its agencies and instrumentalities, including bills, notes and bonds issued by the U.S. 
Treasury, money market funds and corporate debt securities, such as commercial paper. Money market funds are subject to 
management fees and other expenses, and the Fund’s investments in money market funds will cause it to bear proportionately the 
costs incurred by the money market funds’ operations while simultaneously paying its own management fees and expenses. An 
investment in a money market fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other 
government agency. Money market funds may not have the value of their investments remain at $1.00 per share; it is possible to 
lose money by investing in a money market fund. Corporate debt securities such as commercial paper generally are short-term 
unsecured promissory notes issued by businesses. Corporate debt securities carry both credit risk and interest rate risk. Credit risk 
is the risk that the issuer of a corporate debt security is unable to pay interest or repay principal when it is due and the holder of 
the corporate debt security could lose money. Interest rate risk is the risk that interest rates rise and fall over time. For example, 
the value of fixed income securities generally decrease when interest rates rise, which may cause the Fund’s value to decrease. 
Also, investments in fixed income securities with longer maturities fluctuate more in response to interest rate changes. Some 
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corporate debt securities that are rated below investment-grade generally are considered speculative because they present a greater 
risk of loss, including default, than higher quality debt securities.

• Commodity-Linked Derivatives Risk. The value of a commodity-linked derivative investment is typically based upon the price 
movements of a physical commodity (such as heating oil, precious metals, livestock, or agricultural products), a commodity 
futures contract or commodity index, or some other readily measurable economic variable. Commodity-linked derivatives provide 
exposure, which may include long and/or short exposure, to the investment returns of physical commodities that trade in the 
commodities markets without investing directly in physical commodities. The value of commodity-linked derivative instruments 
may be affected by changes in overall market movements, volatility of the underlying index, changes in interest rates, or factors 
affecting a particular industry or commodity, such as drought, floods, weather, livestock disease, embargoes, tariffs and 
international economic, political and regulatory developments. The value of commodity-linked derivatives will rise or fall in 
response to changes in the underlying commodity or related index. Investments in commodity-linked derivatives may be subject 
to greater volatility than non-derivative based investments. A highly liquid secondary market may not exist for certain 
commodity-linked derivatives, and there can be no assurance that one will develop.

◦ Commodity-Linked Derivatives Tax Risk. As a RIC, the Fund must derive at least 90% of its gross income for each taxable 
year from sources treated as qualifying income under the Code. The income of the Fund from certain commodity-linked 
derivatives (including Carbon Futures) may be treated as non-qualifying income for purposes of the Fund’s qualification as a 
RIC, in which case, the Fund might fail to qualify as such and be subject to federal income tax at the Fund level. To the 
extent the Fund invests directly in commodity-linked derivatives (including Carbon Futures), the Fund will seek to restrict its 
income from such instruments that do not generate qualifying income to a maximum of 10% of its gross income (when 
combined with its other investments that produce non-qualifying income) to comply with the qualifying income test 
necessary for the Fund to qualify as a RIC under Subchapter M of the Code. However, the Fund may generate more non-
qualifying income than anticipated, may not be able to generate qualifying income in a particular taxable year at levels 
sufficient to meet the qualifying income test, or may not be able to accurately predict the non-qualifying income from these 
investments. The extent to which the Fund invests in commodity-linked derivatives (including Carbon Futures) may be 
limited by the qualifying income and asset diversification tests, which the Fund must continue to satisfy to maintain its status 
as a RIC. If the Fund did not qualify as a RIC for any taxable year and certain relief provisions were not available, the Fund’s 
taxable income would be subject to tax at the Fund level and to a further tax at the shareholder level when such income is 
distributed. Failure to comply with the requirements for qualification as a RIC would have significant negative tax 
consequences to Fund shareholders. Under certain circumstances, the Fund may be able to cure a failure to meet the 
qualifying income requirement, but in order to do so the Fund may incur significant Fund-level taxes, which would 
effectively reduce (and could eliminate) the Fund’s returns. The tax treatment of certain commodity-linked derivatives 
(including Carbon Futures) may be affected by future regulatory or legislative changes that could affect the character, timing 
and/or amount of the Fund’s taxable income or gains and distributions. In addition, certain commodity linked derivatives, 
such as Carbon Futures, are subject to special provisions under the Code whereby the gain or loss from such regulated futures 
contracts are 60% long term capital gain/loss and 40% short-term capital gain/loss. Because the Fund expects to make such 
investments in Carbon Futures through the Subsidiary to comply with qualifying income limitations discussed above, the 
income received by the Fund from the Subsidiary will be ordinary income or loss regardless of whether the Subsidiary 
invested in regulated futures contracts subject to the special tax treatment. For additional information, please see “Dividends, 
Distributions, and Taxes – Investments in Complex Securities.”

• Commodity Pool Regulatory Risk. The Fund’s investment exposure to futures instruments will cause it to be deemed to be a 
commodity pool, thereby subjecting the Fund to regulation under the Commodity Exchange Act (“CEA”) and CFTC rules. The 
Adviser is registered as a Commodity Pool Operator (“CPO”), and the Fund will be operated in accordance with applicable CFTC 
rules, as well as the regulatory scheme applicable to registered investment companies. Registration as a CPO imposes additional 
compliance obligations on the Adviser and the Fund related to additional laws, regulations, and enforcement policies, which could 
increase compliance costs and may affect the operations and financial performance of the Fund. However, the Fund’s status as a 
commodity pool and the Adviser’s registration as a CPO are not expected to materially adversely affect the Fund’s ability to 
achieve its investment objective. The CFTC has not passed on the adequacy of this Prospectus.

• Currency Risk. The Fund intends to hold the foreign currency or invest in futures contracts on foreign currency in an amount that 
approximates the notional value of non-U.S. denominated Carbon Futures, such as the EUA and UK ETS. In addition, the Fund’s 
assets will be invested in instruments denominated in foreign currencies and the income received by the Fund may be in foreign 
currencies. The Fund will compute and expects to distribute its income in U.S. dollars, and the computation of income will be 
made on the date that the income is earned by the Fund at the foreign exchange rate in effect on that date. The Fund will conduct 
its foreign currency exchange transactions on a spot (i.e., cash) basis at the spot rate prevailing in the foreign currency exchange 
market at the time the Fund wishes to enter into the transaction.

The Fund’s NAV is determined on the basis of the U.S. dollar. The Fund may therefore lose value if the local currency of a 
foreign investment depreciates against the U.S. dollar, even if the local currency value of the Fund’s holdings goes up. Currency 
exchange rates can be very volatile and can change quickly and unpredictably, which may adversely affect the Fund. The Fund 
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may also be subject to delays in converting or transferring U.S. dollars to foreign currencies and vice versa. This may adversely 
affect the Fund’s performance.

• Derivatives Risk. The Fund’s derivative investments have risks, including the imperfect correlation between the value of such 
instruments and the underlying assets; the loss of principal, including the potential loss of amounts greater than the initial amount 
invested in the derivative instrument; and illiquidity of the derivative investments. The derivatives used by the Fund may give rise 
to a form of leverage. Leverage magnifies the potential for gain and may result in greater losses, which in some cases may cause 
the Fund to liquidate other portfolio investments at inopportune times (e.g., at a loss to comply with limits on leverage and asset 
segregation requirements imposed by the 1940 Act or when the Adviser otherwise would have preferred to hold the investment) 
or to meet redemption requests. Certain of the Fund’s transactions in derivatives could also affect the amount, timing, and 
character of distributions to shareholders, which may result in the Fund realizing more short-term capital gain and ordinary 
income subject to tax at ordinary income tax rates than it would if it did not engage in such transactions, which may adversely 
impact the Fund’s after-tax returns. To the extent the Fund invests in such derivative instruments, the value of the Fund’s portfolio 
is likely to experience greater volatility over short-term periods.

• Energy Sector Exposure Risk. The Fund has significant exposure to the energy sector through its investments in Carbon 
Futures. The energy sector is comprised of energy, energy industrial, energy infrastructure, and energy logistics companies, and 
these companies are susceptible to adverse economic, environmental, business, regulatory, or other occurrences affecting that 
sector. The energy sector has historically experienced substantial price volatility. At times, the performance of these investments 
may lag the performance of other sectors or the market as a whole. Companies operating in the energy sector are subject to 
specific risks, including, among others, fluctuations in commodity prices; reduced consumer demand for commodities such as oil, 
natural gas, or petroleum products; reduced availability of natural gas or other commodities for transporting, processing, storing, 
or delivering; slowdowns in new construction; extreme weather or other natural disasters; and threats of attack by terrorists on 
energy assets. Additionally, energy sector companies are subject to substantial government regulation and changes in the 
regulatory environment for energy companies may adversely impact their profitability. Certain energy sector companies may 
incur environmental costs and liabilities due to the nature of their businesses and the substances they handle. Changes in existing 
laws, regulations, or enforcement policies governing the energy sector could significantly increase the compliance costs of such 
companies. Such companies could, from time to time, be held responsible for implementing remediation measures, the cost of 
which may not be recoverable from insurance. Over time, depletion of natural gas reserves and other energy reserves may also 
affect the profitability of energy companies. The above factors may change quickly and without warning and may negatively 
impact the value of the Fund and your investment.

• ETF Risks. The Fund is an ETF, and, as a result of an ETF’s structure, it is exposed to the following risks: 

◦ APs, Market Makers, and Liquidity Providers Concentration Risk. The Fund has a limited number of financial institutions 
that may act as APs. In addition, there may be a limited number of market makers and/or liquidity providers in the 
marketplace. To the extent either of the following events occur, Shares may trade at a material discount to NAV and possibly 
face delisting: (i) APs exit the business or otherwise become unable to process creation and/or redemption orders and no 
other APs step forward to perform these services, or (ii) market makers and/or liquidity providers exit the business or 
significantly reduce their business activities and no other entities step forward to perform their functions. 

◦ Costs of Buying or Selling Shares. Investors buying or selling 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 at which an investor is 
willing to buy 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 the spread is generally lower if Shares have more trading 
volume and market liquidity and higher if Shares have little trading volume and market liquidity. Further, a relatively small 
investor base in the Fund, asset swings in the Fund, and/or 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. 

◦ Shares May Trade at Prices Other Than NAV. As with all ETFs, Shares may be bought and sold in the secondary market at 
market prices. Although it is expected that the market price of Shares will approximate the Fund’s NAV, there may be times 
when the market price of Shares is more than the NAV intra-day (premium) or less than the NAV intra-day (discount) due to 
supply and demand of Shares or during periods of market volatility. This risk is heightened in times of market volatility, 
periods of steep market declines, and periods when there is limited trading activity for Shares in the secondary market, in 
which case such premiums or discounts may be significant. Because the Fund’s investments have exposure to securities that 
may trade on foreign exchanges that are closed when the Fund’s primary listing exchange is open, there are likely to be 
deviations between the current price of a security and the security’s last quoted price from the closed foreign market. This 
may result in premiums and discounts that are greater than those experienced by domestic ETFs.
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◦ Trading. Although Shares are listed for trading on the Exchange and may be listed or traded on U.S. and non-U.S. stock 
exchanges other than the Exchange, there can be no assurance that an active trading market for such Shares will develop or be 
maintained. Trading in Shares may be halted due to market conditions or for reasons that, in the view of the Exchange, make 
trading in Shares inadvisable. In addition, trading in Shares on the Exchange is subject to trading halts caused by 
extraordinary market volatility pursuant to Exchange “circuit breaker” rules, which temporarily halt trading on the Exchange 
when a decline in the S&P 500® Index during a single day reaches certain thresholds (e.g., 7%, 13%, and 20%). Additional 
rules applicable to the Exchange may halt trading in Shares when extraordinary volatility causes sudden, significant swings in 
the market price of Shares. There can be no assurance that Shares will trade with any volume, or at all, on any stock 
exchange. In stressed market conditions, the liquidity of Shares may begin to mirror the liquidity of the Fund’s underlying 
portfolio holdings, which can be significantly less liquid than Shares, and this could lead to differences between the market 
price of the Shares and the underlying value of those Shares. 

• Fixed Income Securities Risk. The Fund may invest in fixed income securities. Fixed income securities, such as bonds and 
certain asset-backed securities, involve certain risks, which include:

◦ Credit Risk. Credit risk refers to the possibility that the issuer of a security will not be able to make principal and interest 
payments when due. Changes in an issuer’s credit rating or the market’s perception of an issuer’s creditworthiness may 
also affect the value of an investment in that issuer. The degree of credit risk depends on both the financial condition of 
the issuer and the terms of the obligation.

◦ Event Risk. Event risk is the risk that corporate issuers may undergo restructurings, such as mergers, leveraged buyouts, 
takeovers, or similar events financed by increased debt. As a result of the added debt, the credit quality and market value 
of a company’s bonds and/or other debt securities may decline significantly.

◦ Extension Risk. When interest rates rise, certain obligations will be paid off by the obligor more slowly than anticipated, 
causing the value of these securities to fall. Rising interest rates tend to extend the duration of securities, making them 
more sensitive to future changes in interest rates. The value of longer-term securities generally changes more in response 
to changes in interest rates than the value of shorter-term securities. As a result, in a period of rising interest rates, 
securities may exhibit additional volatility and may lose value.

◦ Interest Rate Risk. Generally, the value of fixed income securities will change inversely with changes in interest rates. As 
interest rates rise, the market value of fixed income securities tends to decrease. Conversely, as interest rates fall, the 
market value of fixed income securities tends to increase. This risk will be greater for long-term securities than for short-
term securities. In recent periods, governmental financial regulators, including the U.S. Federal Reserve, have taken steps 
to maintain historically low interest rates, which may increase interest rate risk. Changes in government intervention may 
have adverse effects on investments, volatility, and illiquidity in debt markets.

◦ Prepayment Risk. When interest rates fall, certain obligations will be paid off by the obligor more quickly than originally 
anticipated, and the Fund may have to invest the proceeds in securities with lower yields. In periods of falling interest 
rates, the rate of prepayments tends to increase (as does price fluctuation) as borrowers are motivated to pay off debt and 
refinance at new lower rates. During such periods, reinvestment of the prepayment proceeds by the management team 
will generally be at lower rates of return than the return on the assets that were prepaid. Prepayment reduces the yield to 
maturity and the average life of the security.

• Foreign Investments Risk. Investments in non-U.S. instruments involve certain risks that may not be present with investments in 
U.S. instruments. For example, investments in non-U.S. instruments may be subject to risk of loss due to foreign currency 
fluctuations or to political or economic instability. There may be less information publicly available about a non-U.S. issuer than a 
U.S. issuer. Non-U.S. issuers may be subject to different accounting, auditing, financial reporting and investor protection 
standards than U.S. issuers. Investments in non-U.S. instruments may be subject to withholding or other taxes and may be subject 
to additional trading, settlement, custodial, and operational risks. With respect to certain countries, there is the possibility of 
government intervention and expropriation or nationalization of assets. Because legal systems differ, there is also the possibility 
that it will be difficult to obtain or enforce legal judgments in certain countries. Since foreign exchanges may be open on days 
when the Fund does not price its Shares, the value of the securities in the Fund’s portfolio may change on days when shareholders 
will not be able to purchase or sell the Shares. Conversely, Shares may trade on days when foreign exchanges are closed. Each of 
these factors can make investments in the Fund more volatile and potentially less liquid than other types of investments. 

• Futures Contracts Risk. The successful use of futures contracts draws upon the Adviser’s skill and experience with respect to 
such instruments and is subject to special risk considerations. The primary risks associated with the use of futures contracts, which 
may adversely affect the Fund’s NAV and total return, are (a) the imperfect correlation between the change in market value of the 
instruments held by the Fund and the price of the futures contract; (b) possible lack of a liquid secondary market for a futures 
contract and the resulting inability to close a futures contract when desired; (c) losses caused by unanticipated market movements, 
which are potentially unlimited; (d) the Adviser’s inability to correctly predict the direction of securities prices, interest rates, 
currency exchange rates and other economic factors; (e) the possibility that the counterparty will default in the performance of its 
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obligations; and (f) if the Fund has insufficient cash, it may have to sell securities from its portfolio to meet daily variation margin 
requirements, and the Fund may have to sell securities at a time when it may be disadvantageous to do so.

Investment in exchange-traded futures contracts may expose the Fund to the risks of a clearing broker (or a FCM). Under current 
regulations, a clearing broker or FCM maintains customers’ assets in a bulk segregated account. There is a risk that Fund assets 
deposited with the clearing broker to serve as margin may be used to satisfy the broker’s own obligations or the losses of the 
broker’s other clients. In the event of default, the Fund could experience lengthy delays in recovering some or all of its assets and 
may not see any recovery at all.

◦ Foreign Currency Futures Contracts. A foreign currency futures contract is a contract involving an obligation to deliver 
or acquire the specified amount of a specific currency, at a specified price and at a specified future time. Futures 
contracts may be settled on a net cash payment basis rather than by the sale and delivery of the underlying currency.  
Futures contracts on foreign currency involve a significant degree of risk and the markets in which currency exchange 
transactions are effected are highly volatile, highly specialized and highly technical. Significant changes, including 
changes in liquidity and prices, can occur in such markets within very short periods of time, often within minutes. Risks 
include, but are not limited to, exchange rate risk, maturity gap, interest rate risk, and potential interference by foreign 
governments through regulation of local exchange markets, foreign investment or particular transactions in foreign 
currency. The Fund could experience losses if the value of any currency futures positions is poorly correlated with its 
other investments or if it could not close out its positions because of an illiquid market. Such contracts are subject to the 
risk that the counterparty will default on its obligations. In addition, the Fund will incur transaction costs, including 
trading commissions, in connection with foreign currency futures contracts.

• Geographic Investment Risk. To the extent that the Fund invests a significant portion of its assets in the securities of companies 
of a single country or region, it is more likely to be impacted by events or conditions affecting that country or region. For 
example, political and economic conditions and changes in regulatory, tax, or economic policy in a country could significantly 
affect the market in that country and in surrounding or related countries and have a negative impact on the Fund’s performance. 
Currency developments or restrictions, political and social instability, and changing economic conditions have resulted in 
significant market volatility. 

◦ Risks Related to Investing in Europe. The economies of Europe are highly dependent on each other, both as key trading 
partners and as in many cases as fellow members maintaining the euro. Reduction in trading activity among European 
countries may cause an adverse impact on each nation’s individual economies. European countries that are part of the 
Economic and Monetary Union of the EU are required to comply with restrictions on inflation rates, deficits, interest 
rates, debt levels, and fiscal and monetary controls, each of which may significantly affect every country in Europe. 
Decreasing imports or exports, changes in governmental or EU regulations on trade, changes in the exchange rate of the 
euro, the default or threat of default by an EU member country on its sovereign debt, and recessions in an EU member 
country may have a significant adverse effect on the economies of EU member countries and their trading partners. 
Recent market events affecting several of the EU member countries have adversely affected the sovereign debt issued by 
those countries, and ultimately may lead to a decline in the value of the euro. A significant decline in the value of the 
euro may produce unpredictable effects on trade and commerce generally and could lead to increased volatility in 
financial markets worldwide. 

The UK formally exited from the EU on January 31, 2020 (known as “Brexit”), and effective December 31, 2020, the 
UK ended a transition period during which it continued to abide by the EU’s rules and the UK’s trade relationships with 
the EU were generally unchanged. Following this transition period, the impact on the UK and European economies and 
the broader global economy could be significant, resulting in negative impacts, such as increased volatility and 
illiquidity, potentially lower economic growth on markets in the UK, Europe, and globally, and changes in legal and 
regulatory regimes to which certain Fund assets are or become subject, any of which may adversely affect the value of 
Fund investments. 

Responses to the financial problems by European governments, central banks and others, including austerity measures 
and reforms, may not work, may result in social unrest and may limit future growth and economic recovery or have other 
unintended consequences. Further defaults or restructurings by governments and other entities of their debt could have 
additional adverse effects on economies, financial markets, and asset valuations around the world. In addition, one or 
more countries may abandon the euro, the common currency of the EU, and/or withdraw from the EU alongside the UK, 
as discussed below. The impact of these actions, especially if they occur in a disorderly fashion, is not clear but could be 
significant and far-reaching. 

The effects of Brexit will depend, in part, on agreements the UK negotiates to retain access to EU markets, including, but 
not limited to, current trade and finance agreements. Brexit could lead to legal and tax uncertainty and potentially 
divergent national laws and regulations, as the UK determines which EU laws to replace or replicate. The extent of the 
impact of the withdrawal negotiations in the UK and in global markets, as well as any associated adverse consequences, 
remain unclear, and the uncertainty may have a significant negative effect on the value of a Fund investments. If one or 
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more other countries were to exit the EU or abandon the use of the euro as a currency, the value of investments tied to 
those countries or the euro could decline significantly and unpredictably. 

Russia’s large-scale invasion of Ukraine on February 24, 2022 has led to various countries imposing economic sanctions 
on certain Russian individuals and Russian corporate and banking entities. A number of jurisdictions have also instituted 
broader sanctions on Russia, including banning Russia from global payments systems that facilitate cross-border 
payments. In response, the government of Russia has imposed capital controls to restrict movements of capital entering 
and exiting the country. As a result, the value and liquidity of Russian securities and the Russian currency have 
experienced significant declines. Further, as of June 1, 2022, the Russian securities markets effectively have not been 
open for trading by foreign investors since February 28, 2022. 

Russia’s military incursion and resulting sanctions could have a severe adverse effect on the region’s economies and 
more globally, including significant negative impacts on the financial markets for certain securities and commodities and 
could affect the value of the Fund’s investments. Eastern European markets are particularly sensitive to social, political, 
economic, and currency events in Russia and may suffer heavy losses as a result of their trading and investment links to 
the Russian economy and currency. Changes in regulations on trade, decreasing imports or exports, changes in the 
exchange rate of the euro, a significant influx of refugees, and recessions among European countries may have a 
significant adverse effect on the economies of other European countries including those of Eastern Europe.

• Government Obligations Risk. The Fund may invest in securities issued, sponsored or guaranteed by the U.S. government, its 
agencies and instrumentalities. However, no assurance can be given that the U.S. government will provide financial support to 
U.S. government-sponsored agencies or instrumentalities where it is not obligated to do so by law. For instance, securities issued 
by the Government National Mortgage Association (“Ginnie Mae”) are supported by the full faith and credit of the United States. 
Securities issued by Fannie Mae and Freddie Mac have historically been supported only by the discretionary authority of the U.S. 
government. While the U.S. government provides financial support to various U.S. government-sponsored agencies and 
instrumentalities, such as those listed above, no assurance can be given that it will always do so. In September 2008, at the 
direction of the U.S. Department of the Treasury, Fannie Mae and Freddie Mac were placed into conservatorship under the 
Federal Housing Finance Agency (“FHFA”), an independent regulator, and they remain in such status as of the date of this 
Prospectus. The U.S. government also took steps to provide additional financial support to Fannie Mae and Freddie Mac. 

The total public debt of the United States as a percentage of gross domestic product has grown rapidly since the beginning of the 
2008–2009 financial downturn. Although high debt levels do not necessarily indicate or cause economic problems, they may 
create certain systemic risks if sound debt management practices are not implemented. A high national debt can raise concerns 
that the U.S. government will not be able to make principal or interest payments when they are due. This increase has also 
necessitated the need for the U.S. Congress to negotiate adjustments to the statutory debt ceiling to increase the cap on the amount 
the U.S. government is permitted to borrow to meet its existing obligations and finance current budget deficits. In August 2011, 
S&P lowered its long-term sovereign credit rating on the U.S. In explaining the downgrade at that time, S&P cited, among other 
reasons, controversy over raising the statutory debt limit and growth in public spending. An increase in national debt levels may 
also necessitate the need for the U.S. Congress to negotiate adjustments to the statutory debt ceiling to increase the cap on the 
amount the U.S. Government is permitted to borrow to meet its existing obligations and finance current budget deficits. Future 
downgrades could increase volatility in domestic and foreign financial markets, result in higher interest rates, lower prices of U.S. 
Treasury securities and increase the costs of different kinds of debt. Any controversy or ongoing uncertainty regarding the 
statutory debt ceiling negotiations may impact the U.S. long-term sovereign credit rating and may cause market uncertainty. As a 
result, market prices and yields of securities supported by the full faith and credit of the U.S. government may be adversely 
affected.

• Investment Capacity Risk. If the Fund’s ability to obtain exposure to Carbon Futures consistent with its investment objective is 
disrupted for any reason including, limited liquidity in the Carbon Futures market, a disruption to the Carbon Futures, or as a 
result of margin requirements or position limits imposed by the Fund’s FCMs, the futures exchange, or the CFTC, the Fund would 
not be able to achieve its investment objective and may experience significant losses.

• Investment Company Risk. The Fund may invest in shares of investment companies, such as ETFs, that invest in a wide range 
of instruments designed to track the performance of a particular securities market index (or sector of an index) or that are actively 
managed. The risks of investment in these securities typically reflect the risks of the types of instruments in which the investment 
company invests. When the Fund invests in investment company securities, shareholders of the Fund bear indirectly their 
proportionate share of their fees and expenses, as well as their share of the Fund’s fees and expenses. As a result, an investment 
by the Fund in an investment company will cause the Fund’s operating expenses (taking into account indirect expenses such as 
the fees and expenses of the investment company) to be higher and, in turn, performance to be lower than if it were to invest 
directly in the instruments underlying the investment company. Additionally, there may not be an active trading market available 
for shares of some ETFs. Shares of an ETF may also trade in the market at a premium or discount to their NAV. Investments in 
ETFs are also subject to the “ETF Risks” described above.
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• Leverage Risk. Leverage is investment exposure that exceeds the initial amount invested. The loss on a leveraged investment 
may far exceed the Fund’s principal amount invested. Leverage may magnify the Fund’s gains and losses and, therefore, increase 
volatility. There is no guarantee that the Fund’s use of leverage either through Carbon Futures or other instruments and methods 
will be successful in helping the Fund to achieve its investment objective. The Fund cannot guarantee that the use of leverage will 
produce a high return on an investment. The Adviser will segregate liquid assets or otherwise cover transactions that may give rise 
to leverage risk to the extent of the financial exposure to the Fund. This requirement limits the amount of leverage the Fund may 
have at any one time, but it does not eliminate leverage risk. The use of leverage may result in the Fund having to liquidate 
holdings when it may not be advantageous to do so.

• Liquidity Risk. Liquidity risk exists when particular investments are difficult to purchase or sell. To the extent the Fund invests 
in illiquid securities or securities that become less liquid, such investments may have a negative effect on the returns of the Fund 
because the Fund may be unable to sell the illiquid securities at an advantageous time or price. To the extent that the Fund’s 
principal investment strategies involve investing in securities with substantial market and/or credit risk, the Fund will tend to have 
the greatest exposure to liquidity risk. Liquid investments may become illiquid after purchase by the Fund, particularly during 
periods of market turmoil. Illiquid investments may be harder to value, especially in changing markets, and if the Fund is forced 
to sell these investments to meet redemption requests or for other cash needs, the Fund may suffer a loss. There can be no 
assurance that a security that is deemed to be liquid when purchased will continue to be liquid for as long as it is held by the Fund.  

• Market Risk. The trading prices of debt securities and other instruments fluctuate in response to a variety of factors. These 
factors include events impacting the entire market or specific market segments, such as political, market and economic 
developments, as well as events that impact specific issuers. A Fund’s NAV and market price, like security and commodity prices 
generally, may fluctuate significantly in response to these and other factors. As a result, an investor could lose money over short 
or long periods of time. 

In addition, local, regional or global events such as war, acts of terrorism, spread of infectious diseases or other public health 
issues, recessions, or other events could have a significant negative impact on the Fund and its investments. U.S. and international 
markets have experienced volatility in recent months and years due to a number of economic, political and global macro factors, 
including rising inflation, the war between Russia and Ukraine, and the impact of the novel coronavirus (COVID-19) global 
pandemic. While U.S. and global economies are recovering from the effects of the pandemic, the recovery is proceeding at slower 
than expected rates and may last for a prolonged period of time. Uncertainties regarding interest rates, political events, the Russia-
Ukraine war, rising government debt in the U.S., and trade tensions have also contributed to market volatility. Such events may 
affect certain geographic regions, countries, sectors and industries more significantly than others. Such events could adversely 
affect the prices and liquidity of the Fund’s portfolio securities or other instruments and could result in disruptions in the trading 
markets. The trading prices of debt securities and other instruments may also fluctuate in response to a variety of other factors, 
and consequently, the Fund’s NAV and market price may also fluctuate significantly. As a result, an investor could lose money 
over short or long periods of time.

• New Fund Risk. The Fund is a recently organized investment company with no operating history. As a result, prospective 
investors have no track record or history on which to base their investment decision.  

• Non-Diversification Risk. The Fund is considered to be non-diversified, which means that it may invest more of its assets in the 
securities of a single issuer or a smaller number of issuers than if it were a diversified fund. As a result, the Fund may be more 
exposed to the risks associated with and developments affecting an individual issuer or a smaller number of issuers than a fund 
that invests more widely. This may increase the Fund’s volatility and cause the performance of a relatively smaller number of 
issuers to have a greater impact on the Fund’s performance. However, the Fund intends to satisfy the diversification requirements 
for qualification as a RIC under Subchapter M of the Code.

• Regulatory Risk. The Fund is subject to the risk that a change in U.S. law and related regulations will impact the way the Fund 
operates, increase the particular costs of the Fund’s operations or change the competitive landscape. Additional legislative or 
regulatory changes could occur that may materially and adversely affect the Fund. For example, the regulatory environment for 
derivative instruments in which the Fund may invest is evolving, and changes in the regulation or taxation of derivative 
instruments may materially and adversely affect the ability of the Fund to pursue its investment objective or strategies. Such 
legislative or regulatory changes could pose additional risks and result in material adverse consequences to the Fund.

Regulatory risk related to changes in regulation and enforcement of cap and trade programs could adversely affect market 
behavior. If fines or other penalties for non-compliance are not enforced, incentives to purchase greenhouse gas credits will 
deteriorate, which can result in a fall in the price of emissions credits and a drop in the value of the Fund. Cap and trade markets 
relating to greenhouse gas emissions are relatively recent, the first such program arising in 2001. Accordingly, historical 
performance of these markets may not be indicative of future performance, and future performance of cap and trade markets may 
be hard to predict. In addition, as cap and trade markets develop, new regulation with respect to these markets may arise, which 
may have a negative effect on the value and liquidity of the cap and trade markets and the Fund.
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• Subsidiary Investment Risk. By investing in the Subsidiary, the Fund is indirectly exposed to the risks associated with the 
Subsidiary’s investments. The derivatives and other investments held by the Subsidiary are generally similar to those that are 
permitted to be held by the Fund and are subject to the same risks that apply to similar investments if held directly by the Fund. 
The Subsidiary is not registered under the 1940 Act, and, unless otherwise noted in this Prospectus, is not subject to all the 
investor protections of the 1940 Act. Changes in the laws of the United States and/or the Cayman Islands could result in the 
inability of the Fund and/or the Subsidiary to continue to operate as it does currently and could adversely affect the Fund. For 
example, the Cayman Islands does not currently impose any income, corporate or capital gains tax or withholding tax on the 
Subsidiary. If Cayman Islands law changes such that the Subsidiary must pay Cayman Islands taxes, Fund shareholders would 
likely suffer decreased investment returns. 

• Tax Risk. The Fund may gain most of its exposure to the commodities markets through its investment in the Subsidiary, which 
invests directly in commodity-linked derivative instruments (including Carbon Futures). In order for the Fund to qualify as a RIC 
under Subchapter M of the Code, the Fund must, among other requirements, derive at least 90% of its gross income for each 
taxable year from sources generating “qualifying income” for purposes of the “qualifying income test”, which is described in 
more detail in the section titled “Federal Income Taxes” in the SAI. The Fund’s investment in the Subsidiary is expected to 
provide the Fund with exposure to the commodities markets within the limitations of the federal tax requirements of Subchapter 
M of the Code for qualification as a RIC. The “Subpart F” income (defined in Section 951 of the Code to include passive income, 
including from commodity-linked derivatives) of the Fund attributable to its investment in the Subsidiary is “qualifying income” 
to the Fund to the extent that such income is derived with respect to the Fund’s business of investing in stock, securities or 
currencies. The Fund expects its “Subpart F” income attributable to its investment in the Subsidiary to be derived with respect to 
the Fund’s business of investing in stock, securities or currencies and accordingly expects its “Subpart F” income attributable to 
its investment in the Subsidiary to be treated as “qualifying income.” The Fund generally will be required to include in its own 
taxable income the income of the Subsidiary for a tax year, regardless of whether the Fund receives a distribution of the 
Subsidiary’s income in that tax year, and this income would nevertheless be subject to the distribution requirement for 
qualification as a RIC and would be taken into account for purposes of the 4% excise tax. The Adviser will carefully monitor the 
Fund’s investments in the Subsidiary to ensure that no more than 25% of the Fund’s assets are invested in the Subsidiary to 
comply with the Fund’s asset diversification test as described in more detail in the SAI. 

To the extent the Fund invests in commodities and certain commodity-linked derivative instruments (including Carbon Futures) 
directly the Fund will seek to restrict its income from such instruments that do not generate qualifying income to a maximum of 
10% of their gross income (when combined with its other investments that produce non-qualifying income) to comply with the 
qualifying income test necessary for the Fund to qualify as a RIC under Subchapter M of the Code. However, the Fund may 
generate more non-qualifying income than anticipated, may not be able to generate qualifying income in a particular taxable year 
at levels sufficient to meet the qualifying income test, or may not be able to accurately predict the non-qualifying income from 
these investments. The extent to which the Fund directly or indirectly invests in commodities or commodity-linked derivatives 
(including Carbon Futures) may be limited by the qualifying income and asset diversification tests, which the Fund must continue 
to satisfy to maintain its status as a RIC.

If the Fund did not qualify as a RIC for any taxable year and certain relief provisions were not available, the Fund’s taxable 
income would be subject to tax at the Fund level and to a further tax at the shareholder level when such income is distributed. In 
such event, in order to re-qualify for taxation as a RIC, the Fund might be required to recognize unrealized gains, pay substantial 
taxes and interest and make certain distributions. This would cause investors to incur higher tax liabilities than they otherwise 
would have incurred and would have a negative impact on Fund returns. In such event, the Fund’s Board of Trustees may 
determine to reorganize or close the Fund or materially change the Fund’s investment objective and strategies. In the event that 
the Fund fails to qualify as a RIC, the Fund will promptly notify shareholders of the implications of that failure.

• Valuation Risk. The Fund or the Subsidiary may hold securities or other assets that may be valued on the basis of factors other 
than market quotations. This may occur because the asset or security does not trade on a centralized exchange, or in times of 
market turmoil or reduced liquidity. There are multiple methods that can be used to value a portfolio holding when market 
quotations are not readily available. The value established for any portfolio holding at a point in time might differ from what 
would be produced using a different methodology or if it had been priced using market quotations. Portfolio holdings that are 
valued using techniques other than market quotations, including “fair valued” assets or securities, may be subject to greater 
fluctuation in their valuations from one day to the next than if market quotations were used. These circumstances may be more 
likely to occur with respect to Carbon Futures than with respect to futures on more traditional assets.

In addition, there is no assurance that the Fund or the Subsidiary could sell or close out a portfolio position for the value 
established for it at any time, and it is possible that the Fund or the Subsidiary would incur a loss because a portfolio position is 
sold or closed out at a discount to the valuation established by the Fund or the Subsidiary at that time. The Fund’s ability to value 
investments may be impacted by technological issues or errors by pricing services or other third-party service providers.
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PORTFOLIO HOLDINGS INFORMATION

Information about the Fund’s daily portfolio holdings is available at KARBETF.com. A complete description of the Fund’s policies 
and procedures with respect to the disclosure of the Fund’s portfolio holdings is available in the Fund’s Statement of Additional 
Information (“SAI”).  

MANAGEMENT

Investment Adviser

Exchange Traded Concepts, LLC, serves as the investment adviser and has overall responsibility for the general management and 
administration of the Fund. The Adviser also arranges for transfer agency, custody, fund administration, and all other non-distribution 
related services necessary for the Fund to operate. The Adviser has provided investment advisory services to individual and 
institutional accounts since 2009. The Adviser is an Oklahoma limited liability company and is located at 10900 Hefner Pointe Drive, 
Suite 400, Oklahoma City, Oklahoma 73120. For the services it provides to the Fund, the Fund pays the Adviser a unified 
management fee, which is calculated daily and paid monthly, at an annual rate of 0.75% of the Fund’s average daily net assets.

Under the Investment Advisory Agreement, the Adviser has agreed to pay all expenses of the Fund except for the fee paid to the 
Adviser pursuant to the Investment Advisory Agreement, interest charges on any borrowings, 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 basis for the Board of Trustees’ approval of the Fund’s Investment Advisory Agreement will be available in the Fund’s semi-
annual report for the period ending May 31, 2022.

Fund Sponsor
The Adviser has entered into an agreement with Carbon Fund Advisors Inc. (the “Sponsor”), pursuant to which the Sponsor agreed to 
(i) assist with the development of and provide other support to the Fund and (ii) assume the obligation of the Adviser to pay all 
expenses of the Fund (except the Excluded Expenses) and, to the extent applicable, pay the Adviser a minimum fee for its services 
under the arrangement. The Sponsor is not affiliated with the Adviser, the Fund’s administrator, custodian, transfer agent or the 
Distributor (defined below), or any of their respective affiliates. For its services, the Sponsor is entitled to a fee from the Adviser, 
which is calculated daily and paid monthly, based on a percentage of the average daily net assets of the Fund. The Sponsor does not 
make investment decisions, provide investment advice, or otherwise act in the capacity of an investment adviser to the Fund.

Management of the Subsidiary

The Adviser also serves as the investment adviser and has overall responsibility for the general management and administration of the 
Subsidiary, pursuant to a separate investment advisory agreement between the Adviser and the Subsidiary. Under the agreement, the 
Adviser provides the Subsidiary with the same type of management, under essentially the same terms, as it provides the Fund and the 
Subsidiary pays the Adviser a management fee. The Adviser has contractually agreed to waive the management fee it receives from 
the Fund in an amount equal to the management fee paid to the Adviser by the Subsidiary. The Subsidiary has also entered into 
separate contracts for the provision of custody, transfer agency, and accounting services with the same service providers that provide 
those services to the Fund. 

The Fund complies with applicable requirements of the 1940 Act relating to investment policies, capital structure, and leverage on an 
aggregate basis with the Subsidiary, and the Subsidiary will comply with applicable requirements of the 1940 Act relating to affiliated 
transactions and custody of assets.

Portfolio Managers

Andrew Serowik, Todd Alberico, and Gabriel Tan are jointly and primarily responsible for the day-to-day management of the Fund’s 
portfolio.

Mr. Serowik joined the Adviser from Goldman Sachs. He began his career at Spear, Leeds & Kellogg (“SLK”), continuing with 
Goldman after its acquisition of SLK in September 2000. During his career of more than 19 years at the combined companies, he held 
various roles, including managing the global Quant ETF Strats team and One Delta ETF Strats. He designed and developed systems 
for portfolio risk calculation, algorithmic ETF trading, and execution monitoring, with experience across all asset classes. He 
graduated from the University of Michigan with a Bachelor of Business Administration degree in Finance.

Mr. Alberico joined the Adviser in November 2020. From 2013 to 2020, Mr. Alberico worked in ETF trading at Virtu Financial. Prior 
to Virtu Financial, Mr. Alberico spent time in ETF trading at Goldman Sachs and Cantor Fitzgerald. He spent most of that time 
focused on the Trading and Portfolio Risk Management of ETFs exposed to international and domestic equity. He has worked on 
several different strategies including lead market-making and electronic trading, to customer facing institutional business developing 
models for block trading as well as transitional trades. Mr. Alberico graduated from St. John’s University in NY with a Bachelor of 
Science degree in Finance.
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Mr. Tan joined the Adviser in May 2019 as an Associate Portfolio Manager and was promoted to Portfolio Manager in December 
2020. From 2013 to 2017, Mr. Tan worked at UBS and BBR Partners where he served as a financial planning analyst and a portfolio 
strategist. During his time there, he developed comprehensive wealth management solutions focused on portfolio optimization, trust 
and estate planning, and tax planning. Mr. Tan graduated from the University of North Carolina at Chapel Hill with a Bachelor of 
Science in Business Administration with a concentration in Investments, a Bachelor of Arts in Economics, and a Minor in Chinese.

The Fund’s SAI provides additional information about the Portfolio Managers’ compensation structure, other accounts that the 
Portfolio Managers manage and the Portfolio Managers’ ownership of Shares.

HOW TO BUY AND SELL SHARES

The Fund issues and redeems Shares at NAV only in Creation Units. Only APs may acquire Shares directly from the Fund, and only 
APs may tender their Shares for redemption directly to the Fund, at NAV. APs must be a member or participant of a clearing agency 
registered with the SEC and must execute a Participant Agreement that has been agreed to by the Distributor (defined below), and that 
has been accepted by the Fund’s transfer agent, with respect to purchases and redemptions of Creation Units. Once created, Shares 
trade in the secondary market in quantities less than a Creation Unit.

Most investors buy and sell Shares in secondary market transactions through brokers. Shares are listed for trading on the secondary 
market on the Exchange and can be bought and sold throughout the trading day like other publicly traded securities. 

When buying or selling Shares through a broker, you will incur customary brokerage commissions and charges, and you may pay 
some or all of the bid-ask spread on your transactions. In addition, because secondary market transactions occur at market prices, you 
may pay more than NAV when you buy Shares, and receive less than NAV when you sell those Shares. 

Book Entry

Shares are held in book-entry form, which means that no stock certificates are issued. The Depository Trust Company (“DTC”) or its 
nominee is the record owner of all outstanding Shares. 

Investors owning Shares are beneficial owners as shown on the records of DTC or its participants. DTC serves as the securities 
depository for all Shares. DTC’s participants include securities brokers and dealers, banks, trust companies, clearing corporations and 
other institutions that directly or indirectly maintain a custodial relationship with DTC. As a beneficial owner of Shares, you are not 
entitled to receive physical delivery of stock certificates or to have Shares registered in your name, and you are not considered a 
registered owner of Shares. Therefore, to exercise any right as an owner of Shares, you must rely upon the procedures of DTC and its 
participants. These procedures are the same as those that apply to any other securities that you hold in book entry or “street name” 
through your brokerage account. 

Frequent Purchases and Redemptions of Shares

The Fund imposes no restrictions on the frequency of purchases and redemptions of Shares. In determining not to approve a written, 
established policy, the Board evaluated the risks of market timing activities by Fund shareholders. Purchases and redemptions by APs, 
who are the only parties that may purchase or redeem Shares directly with the Fund, are an essential part of the ETF process and help 
keep Share trading prices in line with NAV. As such, the Fund accommodates frequent purchases and redemptions by APs. However, 
the Board has also determined that frequent purchases and redemptions for cash may increase tracking error and portfolio transaction 
costs and may lead to the realization of capital gains. To minimize these potential consequences of frequent purchases and 
redemptions, the Fund employs fair value pricing and may impose transaction fees on purchases and redemptions of Creation Units to 
cover the custodial and other costs incurred by the Fund in effecting trades. In addition, the Fund and the Adviser reserve the right to 
reject any purchase order at any time.

Determination of Net Asset Value

The Fund’s NAV is calculated as of the scheduled close of regular trading on the New York Stock Exchange (“NYSE”), generally 
4:00 p.m. Eastern time, each day the NYSE is open for business. The NAV is calculated by dividing the Fund’s net assets by its 
Shares outstanding. 

In calculating its NAV, the Fund generally values its assets on the basis of market quotations, last sale prices, or estimates of value 
furnished by a pricing service or brokers who make markets in such instruments. In particular, the Fund generally values equity 
securities traded on any recognized U.S. or non-U.S. exchange at the last sale price or official closing price on the exchange or system 
on which they are principally traded. If such information is not available for a security held by the Fund or is determined to be 
unreliable, the security will be valued at fair value estimates under guidelines established by the Board (as described below). 

Applicable federal tax requirements generally limit the degree to which the Fund may invest in the Subsidiary to an amount not 
exceeding 25% of its total assets. The Subsidiary prices its portfolio investments pursuant to the same pricing and valuation 
methodologies and procedures employed by the Fund. The Subsidiary offers to redeem all or a portion of its shares at the current NAV 
per share every day the Fund is open for business. The value of shares of the Subsidiary will fluctuate with the value of the 
Subsidiary’s portfolio investments.
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Fair Value Pricing

The Board has adopted procedures and methodologies to fair value Fund securities whose market prices are not “readily available” or 
are deemed to be unreliable. For example, such circumstances may arise when: (i) a security has been de-listed or has had its trading 
halted or suspended; (ii) a security’s primary pricing source is unable or unwilling to provide a price; (iii) a security’s primary trading 
market is closed during regular market hours; or (iv) a security’s value is materially affected by events occurring after the close of the 
security’s primary trading market. Generally, when fair valuing a security, the Fund will take into account all reasonably available 
information that may be relevant to a particular valuation including, but not limited to, fundamental analytical data regarding the 
issuer, information relating to the issuer’s business, recent trades or offers of the security, general and/or specific market conditions 
and the specific facts giving rise to the need to fair value the security. Fair value determinations are made in good faith and in 
accordance with the fair value methodologies included in the Board-adopted valuation procedures. Due to the subjective and variable 
nature of fair value pricing, there can be no assurance that the Adviser will be able to obtain the fair value assigned to the security 
upon the sale of such security. 

Investments by Registered Investment Companies 

Section 12(d)(1) of the 1940 Act restricts investments by registered investment companies in the securities of other investment 
companies, including Shares. Registered investment companies are permitted to invest in the Fund beyond the limits set forth in 
section 12(d)(1), subject to certain terms and conditions set forth in an SEC exemptive order issued to the Adviser or rule under the 
1940 Act, including that such investment companies enter into an agreement with the Fund.

Delivery of Shareholder Documents – Householding 

Householding is an option available to certain investors of the Fund. Householding is a method of delivery, based on the preference of 
the individual investor, in which a single copy of certain shareholder documents can be delivered to investors who share the same 
address, even if their accounts are registered under different names. Householding for the Fund is available through certain broker-
dealers. If you are interested in enrolling in householding and receiving a single copy of prospectuses and other shareholder 
documents, please contact your broker-dealer. If you are currently enrolled in householding and wish to change your householding 
status, please contact your broker-dealer.

DIVIDENDS, DISTRIBUTIONS, AND TAXES

Dividends and Distributions

The Fund intends to pay out dividends, if any, and distribute any net realized capital gains to its shareholders at least annually. The 
Fund will declare and pay capital gain distributions in cash. Distributions in cash may be reinvested automatically in additional whole 
Shares only if the broker through whom you purchased Shares makes such option available. Your broker is responsible for distributing 
the income and capital gain distributions to you.

Taxes

The following discussion is a summary of some important U.S. federal income tax considerations generally applicable to investments 
in the Fund. Your investment in the Fund may have other tax implications. Please consult your tax advisor about the tax consequences 
of an investment in Shares, including the possible application of foreign, state, and local tax laws. 

The Fund intends to elect and qualify each year for treatment as a RIC under the Code. If it meets certain minimum distribution 
requirements, a RIC is not subject to tax at the fund level on income and gains from investments that are timely distributed to 
shareholders. However, the Fund’s failure to qualify as a RIC or to meet minimum distribution requirements would result (if certain 
relief provisions were not available) in fund-level taxation and, consequently, a reduction in income available for distribution to 
shareholders. 

Unless your investment in Shares is made through a tax-exempt entity or tax-advantaged account, such as an IRA plan, you need to be 
aware of the possible tax consequences when the Fund makes distributions, when you sell your Shares listed on the Exchange, and 
when you purchase or redeem Creation Units (APs only). 

Taxes on Distributions

The Fund intends to distribute, at least annually, substantially all of its net investment income and net capital gains. For federal income 
tax purposes, distributions of investment income are generally taxable as ordinary income or qualified dividend income. Taxes on 
distributions of capital gains (if any) are determined by how long the Fund owned the investments that generated them, rather than 
how long a shareholder has owned his or her Shares. Sales of assets held by the Fund for more than one year generally result in long-
term capital gains and losses, and sales of assets held by the Fund for one year or less generally result in short-term capital gains and 
losses. Distributions of the Fund’s net capital gain (the excess of net long-term capital gains over net short-term capital losses) that are 
reported by the Fund as capital gain dividends (“Capital Gain Dividends”) will be taxable as long-term capital gains, which for non-
corporate shareholders are subject to tax at reduced rates of up to 20% (lower rates apply to individuals in lower tax brackets). 
Distributions of short-term capital gain will generally be taxable as ordinary income. Dividends and distributions are generally taxable 
to you whether you receive them in cash or reinvest them in additional Shares. 
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Distributions reported by the Fund as “qualified dividend income” are generally taxed to non-corporate shareholders at rates 
applicable to long-term capital gains, provided holding period and other requirements are met. “Qualified dividend income” generally 
is income derived from dividends paid by U.S. corporations or certain foreign corporations that are either incorporated in a U.S. 
possession or eligible for tax benefits under certain U.S. income tax treaties. In addition, dividends that the Fund receives in respect of 
stock of certain foreign corporations may be qualified dividend income if that stock is readily tradable on an established U.S. securities 
market. The Fund’s investment strategies will significantly limit its ability to distribute dividends eligible to be treated as qualified 
dividend income. Corporate shareholders may be entitled to a dividends received deduction for the portion of dividends they receive 
from the Fund that are attributable to dividends received by the Fund from U.S. corporations, subject to certain limitations. The Fund’s 
investment strategies will significantly limit its ability to distribute dividends eligible for the dividends received deduction for 
corporate shareholders.

Shortly after the close of each calendar year, you will be informed of the amount and character of any distributions received from the 
Fund. 

In general, your distributions are subject to federal income tax for the year in which they are paid. Certain distributions paid in 
January, however, may be treated as paid on December 31 of the prior year. Distributions are generally taxable even if they are paid 
from income or gains earned by the Fund before your investment (and thus were included in the Shares’ NAV when you purchased 
your Shares). 

You may wish to avoid investing in the Fund shortly before a dividend or other distribution, because such a distribution will generally 
be taxable even though it may economically represent a return of a portion of your investment. 

If the Fund’s distributions exceed its earnings and profits, all or a portion of the distributions made for a taxable year may be 
recharacterized as a return of capital to shareholders. A return of capital distribution will generally not be taxable, but will reduce each 
shareholder’s cost basis in Shares and result in a higher capital gain or lower capital loss when the Shares are sold. After a 
shareholder’s basis in Shares has been reduced to zero, distributions in excess of earnings and profits in respect of those Shares will be 
treated as gain from the sale of the Shares. 

If you are neither a resident nor a citizen of the United States or if you are a foreign entity, distributions (other than Capital Gain 
Dividends) paid to you by the Fund will generally be subject to a U.S. withholding tax at the rate of 30%, unless a lower treaty rate 
applies. Gains from the sale or other disposition of Shares by non-U.S. shareholders generally are not subject to U.S. taxation, unless 
you are a nonresident alien individual who is physically present in the U.S. for 183 days or more per year. The Fund may, under 
certain circumstances, report all or a portion of a dividend as an “interest-related dividend” or a “short-term capital gain dividend,” 
which would generally be exempt from this 30% U.S. withholding tax, provided certain other requirements are met. Different tax 
consequences may result if you are a foreign shareholder engaged in a trade or business within the United States or if a tax treaty 
applies. 

Under legislation generally known as “FATCA” (the Foreign Account Tax Compliance Act), the Fund is required to withhold 30% of 
certain ordinary dividends it pays to shareholders that are foreign entities and that fail to meet prescribed information reporting or 
certification requirements.  

The Fund (or a financial intermediary, such as a broker, through which a shareholder owns Shares) generally is required to withhold 
and remit to the U.S. Treasury a percentage of the taxable distributions and sale or redemption proceeds paid to any shareholder who 
fails to properly furnish a correct taxpayer identification number, who has underreported dividend or interest income, or who fails to 
certify that the shareholder is not subject to such withholding. 

Taxes When Shares are Sold on the Exchange

Any capital gain or loss realized upon a sale of Shares generally is treated as a long-term capital gain or loss if Shares have been held 
for more than one year and as a short-term capital gain or loss if Shares have been held for one year or less. However, any capital loss 
on a sale of Shares held for six months or less is treated as long-term capital loss to the extent of Capital Gain Dividends paid with 
respect to such Shares. Any loss realized on a sale will be disallowed to the extent Shares of the Fund are acquired, including through 
reinvestment of dividends, within a 61-day period beginning 30 days before and ending 30 days after the disposition of Shares. The 
ability to deduct capital losses may be limited. 

The cost basis of Shares of the Fund acquired by purchase will generally be based on the amount paid for the Shares and then may be 
subsequently adjusted for other applicable transactions as required by the Code. The difference between the selling price and the cost 
basis of Shares generally determines the amount of the capital gain or loss realized on the sale or exchange of Shares. Contact the 
broker through whom you purchased your Shares to obtain information with respect to the available cost basis reporting methods and 
elections for your account. 
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Taxes on Purchases and Redemptions of Creation Units

An AP having the U.S. dollar as its functional currency for U.S. federal income tax purposes who exchanges securities for Creation 
Units generally recognizes a gain or a loss. The gain or loss will be equal to the difference between the value of the Creation Units at 
the time of the exchange and the exchanging AP’s aggregate basis in the securities delivered, plus the amount of any cash paid for the 
Creation Units. An AP who exchanges Creation Units for securities will generally recognize a gain or loss equal to the difference 
between the exchanging AP’s basis in the Creation Units and the aggregate U.S. dollar market value of the securities received, plus 
any cash received for such Creation Units. The Internal Revenue Service may assert, however, that a loss that is realized upon an 
exchange of securities for Creation Units may not be currently deducted under the rules governing “wash sales” (for an AP who does 
not mark-to-market its holdings), or on the basis that there has been no significant change in economic position. APs exchanging 
securities should consult their own tax advisor with respect to whether wash sale rules apply and when a loss might be deductible. 

Any gain or loss realized upon a creation or redemption of Creation Units will be treated as capital or ordinary gain or loss, depending 
on the circumstances. Any capital gain or loss realized upon redemption of Creation Units is generally treated as long-term capital 
gain or loss if Shares have been held for more than one year and as a short-term capital gain or loss if Shares have been held for one 
year or less. 

The Fund may include a payment of cash in addition to, or in place of, the delivery of a basket of securities upon the redemption of 
Creation Units. The Fund may sell portfolio securities to obtain the cash needed to distribute redemption proceeds. This may cause the 
Fund to recognize investment income and/or capital gains or losses that it might not have recognized if it had completely satisfied the 
redemption in-kind. As a result, the Fund may be less tax efficient if it includes such a cash payment in the proceeds paid upon the 
redemption of Creation Units. 

Taxation of the Subsidiary

There is, at present, no direct taxation in the Cayman Islands and interest, dividends and gains payable to the Subsidiary will be 
received free of all Cayman Islands taxes. The Subsidiary is registered as an “exempted company” pursuant to the Companies Law (as 
amended). The Subsidiary has received an undertaking from the Governor in Cabinet of the Cayman Islands to the effect that, for a 
period of twenty years from the date of the undertaking, no law that thereafter is enacted in the Cayman Islands imposing any tax or 
duty to be levied on profits, income or on gains or appreciation, or any tax in the nature of estate duty or inheritance tax, will apply to 
any property comprised in or any income arising under the Subsidiary, or to the shareholders thereof, in respect of any such property 
or income.

Investments in Complex Securities

The Fund is required for federal income tax purposes to mark to market and recognize as income for each taxable year its net 
unrealized gains and losses on certain futures and options contracts subject to section 1256 of the Code (“Section 1256 Contracts”) as 
of the end of the year as well as those actually realized during the year. The Fund’s direct investments in Carbon Futures may be 
treated as investments in Section 1256 Contracts. Gain or loss from Section 1256 Contracts required to be marked to market will be 
60% long-term and 40% short-term capital gain or loss, to the extent the Fund invests in such Section 1256 Contracts directly. 
Application of this rule may alter the timing and character of distributions to shareholders. 

Certain of the Fund’s investments in Section 1256 Contracts, such as investments in certain Carbon Futures, when made directly, may 
not produce qualifying income to the Fund, and thus we expect that the Fund will make such investments primarily through the 
Subsidiary. To the extent the Fund invests directly in commodity-linked derivatives (including Carbon Futures), the Fund will seek to 
restrict its income from such instruments that do not generate qualifying income to a maximum of 10% of its gross income (when 
combined with its other investments that produce non-qualifying income). 

The Fund expects to gain most of its exposure to the commodities markets, including Carbon Futures, through its investment in its 
Subsidiary, which invests directly in commodity-linked derivative instruments. The Fund’s investment in its Subsidiary is expected to 
provide the Fund with exposure to the commodities markets within the limitations of the federal tax requirements of Subchapter M of 
the Code for qualification as a RIC. However, gain or loss from the Subsidiary’s investments in Section 1256 Contracts will not be 
treated as 60% long-term and 40% short-term capital gain or loss for shareholders in the Fund; rather, the gain or loss from the 
Subsidiary’s investment in such Section 1256 Contracts will be treated as ordinary income or loss for shareholders in the Fund.

Net Investment Income Tax

U.S. individuals with income exceeding specified thresholds are subject to a 3.8% tax on all or a portion of their “net investment 
income,” which includes interest, dividends, and certain capital gains (generally including capital gains distributions and capital gains 
realized on the sale of Shares). This 3.8% tax also applies to all or a portion of the undistributed net investment income of certain 
shareholders that are estates and trusts. 
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Foreign Taxes

To the extent the Fund invests in foreign securities, it may be subject to foreign withholding taxes with respect to dividends or interest 
the Fund received from sources in foreign countries.

The foregoing discussion summarizes some of the possible consequences under current federal tax law of an investment in the Fund. It 
is not a substitute for personal tax advice. You also may be subject to state and local tax on Fund distributions and sales of Shares. 
Consult your personal tax advisor about the potential tax consequences of an investment in Shares under all applicable tax laws. For 
more information, please see the section entitled “Federal Income Taxes” in the SAI.

DISTRIBUTION 

The Distributor, Quasar Distributors, LLC, is a broker-dealer registered with the SEC. The Distributor distributes Creation Units for 
the Fund on an agency basis and does not maintain a secondary market in Shares. The Distributor has no role in determining the 
policies of the Fund or the securities that are purchased or sold by the Fund. The Distributor’s principal address is 111 East Kilbourn 
Avenue, Suite 2200, Milwaukee, Wisconsin 53202.

The Board has adopted a Distribution and Service Plan (the “Plan”) pursuant to Rule 12b-1 under the 1940 Act. In accordance with the 
Plan, the Fund is authorized to pay an amount up to 0.25% of its average daily net assets each year for certain distribution-related 
activities and shareholder services. 

No Rule 12b-1 fees are currently paid by the Fund, and there are no plans to impose these fees. However, in the event Rule 12b-1 fees 
are charged in the future, because the fees are paid out of the Fund’s assets, over time these fees will increase the cost of your 
investment and may cost you more than certain other types of sales charges. 

PREMIUM/DISCOUNT INFORMATION

Information regarding how often Shares are traded on the Exchange at a price above (i.e., at a premium) or below (i.e., at a discount) 
the NAV per Share will be available, free of charge, on the Fund’s website at KARBETF.com.

ADDITIONAL NOTICES

Shares are not sponsored, endorsed, or promoted by the Exchange. The Exchange makes no representation or warranty, express or 
implied, to the owners of Shares or any member of the public regarding the ability of the Fund to achieve its investment objective. The 
Exchange is not responsible for, nor has it participated in, the determination of the timing, prices, or quantities of Shares to be issued, 
nor in the determination or calculation of the equation by which Shares are redeemable. The Exchange has no obligation or liability to 
owners of Shares in connection with the administration, marketing, or trading of the Shares. Without limiting any of the foregoing, in 
no event shall the Exchange have any liability for any lost profits or indirect, punitive, special, or consequential damages even if 
notified of the possibility thereof.

The Fund is not sponsored, endorsed, sold or promoted by the Sponsor. The Sponsor makes no representation or warranty, express or 
implied, to the owners of the Fund or any member of the public regarding the advisability of trading in the Fund. The Sponsor is not 
responsible for and has not participated in the determination of the timing of, prices at, or quantities of the Fund to be listed or in the 
determination or calculation of the equation by which the Shares of the Fund are to be converted into cash. Licensor has no obligation 
or liability in connection with the administration, marketing or trading of the Fund.

FINANCIAL HIGHLIGHTS

Financial information is not available because the Fund had not commenced operations prior to the date of this Prospectus.
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Carbon Strategy ETF

Adviser Exchange Traded Concepts, LLC
10900 Hefner Pointe Drive, Suite 401
Oklahoma City, Oklahoma 73120

Sponsor Carbon Fund Advisors Inc.
1330 Main Street, Unit 4,
Sarasota, Florida, 34236

Transfer Agent U.S. Bancorp Fund Services, LLC 
d/b/a U.S. Bank Global Fund Services  
615 East Michigan Street 
Milwaukee, Wisconsin 53202

Administrator U.S. Bancorp Fund Services, LLC 
d/b/a U.S. Bank Global Fund Services  
615 East Michigan Street 
Milwaukee, Wisconsin 53202

Custodian U.S. Bank, N.A.  
1555 N. Rivercenter Dr., Suite 302
Milwaukee, Wisconsin 53212

Distributor Quasar Distributors, LLC  
111 East Kilbourn Avenue, Suite 2200
Milwaukee, Wisconsin 53202

Legal Counsel Morgan, Lewis & Bockius LLP
1111 Pennsylvania Avenue, NW
Washington, DC 20004-2541

Independent 
Registered Public 
Accounting Firm

Cohen & Company, Ltd.
342 North Water Street, Suite 830
Milwaukee, Wisconsin 53202

Investors may find more information about the Fund in the following documents: 

Statement of Additional Information: The Fund’s SAI provides additional details about the investments and techniques of the Fund 
and certain other additional information. A current SAI dated June 15, 2022 is on file with the SEC and is herein incorporated by 
reference into this Prospectus. It is legally considered a part of this Prospectus.

Annual/Semi-Annual Reports: Additional information about the Fund’s investments will be available in the Fund’s annual and semi-
annual reports to shareholders. In the annual report, when available, you will find a discussion of the market conditions and investment 
strategies that significantly affected the Fund’s performance after the first fiscal year the Fund is in operation.

You can obtain free copies of these documents, request other information or make general inquiries about the Fund by contacting the 
Fund at Carbon Strategy ETF, c/o U.S. Bank Global Fund Services, P.O. Box 701, Milwaukee, Wisconsin 53201-0701 or calling 
1-800-617-0004. 

Shareholder reports and other information about the Fund are also available:

• Free of charge from the SEC’s EDGAR database on the SEC’s website at http://www.sec.gov; or

• Free of charge from the Fund’s website at KARBETF.com; or

• For a fee, by e-mail request to publicinfo@sec.gov.

(SEC Investment Company Act File No. 811-22668)
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