
 
 

Adirondack Funds 
 

The Adirondack Small Cap Fund 
 

Ticker:  (ADKSX) 

 
 
 
 
 
 
 
 
 
 

Prospectus dated 

 

August 1, 2018 
 
 

 
 
 
The Securities and Exchange Commission (SEC) has not approved or 
disapproved these securities or passed on the adequacy of this prospectus.  Any 
representation to the contrary is a criminal offense. 

 



Table of Contents 
 
Fund Summary 1 

Investment Objective 1 
Fees and Expenses of the Fund 1 

Principal Investment Strategy 1 
Risks 2 

Risks in General 2 
Risks of Investing in Common Stocks 2 
Foreign Risk 2 
Risks of Smaller-Sized Companies 2 
Value Investing Risk 2 
Sector Risk 3 
Fund Management Risk 3 

Performance 3 
Additional Information on Investment Objective, Strategies and Risks 4 

Risks in General 5 
Risks of Investing in Common Stocks 6 
Foreign Risk 6 
Risks of Smaller-Sized Companies 6 
Value Investing Risk 6 
Sector Risk 6 
Fund Management Risk 7 

Investment Advisor 7 
Shareholder Information 8 

Who should invest? 8 
How to Purchase Shares 9 
How Net Asset Value is Determined 10 
Transactions through Brokers and Other Intermediaries 10 
Minimum Investment 11 
How to Redeem Shares 11 
Tax-Deferred Retirement Plans 13 
Dividends and Distributions 13 
Taxes 13 
Frequent Purchases and Sales of Fund Shares 14 
Cybersecurity 14 
Financial Highlights 15 
Privacy Notice 16 

Where to Obtain More Information                                                             Back Cover 

 
 

 
 



1 

Fund Summary 
 
Investment Objective 
The objective of the Fund is long-term capital appreciation.  
 
Fees and Expenses of the Fund 
The following table describes the fees and expenses that you will pay if you purchase 
shares of The Adirondack Small Cap Fund. 
 
Shareholder Fees (Fees Paid directly from your investment): 

Maximum Sales Charge (Load) Imposed on Purchases None 

Maximum Deferred Sales Charge (Load) None 

Maximum Sales Charge (Load) on Reinvested Dividends None 

Redemption Fee  None 

Exchange Fee None 

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

Management Fees 1 1.08%  

Distribution (and/or Service) (12b-1) Fees  None  

Other Expenses 0.14%  

Acquired Fund Fees and Expenses(2) 0.01% 

Total Annual Fund Operating Expenses 1 1.23%  
 

1Expense information has been restated to reflect a reduction of the management fee from 1.10% to 1.08%, 
effective August 1, 2018. 
 
2Acquired Fund Fees and Expenses are the indirect costs of investing in other investment companies.  The 
operating expenses in this fee table will not correlate to the expense ratio in the Fund's financial highlights because 
the financial statements include only the direct operating expenses incurred by the Fund.  

 
Expense Example: 

This Example is intended to help you compare the cost of investing in the Fund with the 
cost of investing in other mutual funds. The Example assumes that you invest $10,000 in 
the Fund for the time periods indicated and then 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 5 years 10 years 

$125 $390 $676 $1,489 

 
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 Fund 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. During the most recent fiscal 
year, the Fund’s portfolio turnover rate was 37.67% of the average value of its portfolio. 
 

Principal Investment Strategy 
The Fund seeks to achieve its objective by investing in a diversified portfolio of 
undervalued common stocks of small capitalization companies as determined by the 
Fund’s investment advisor.  Small capitalization companies are defined by the investment 
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advisor as issuers that, at the time of initial purchase, have a market capitalization that is 
within or below the range of companies in the Russell 2000 Index (between 
approximately $159 million and $5.0 billion as of May 11, 2018, the date of the latest 
reconstitution of the Index).  Under normal circumstances, at least 80% of the Fund’s 
total assets will be invested in common stocks of small capitalization companies. The 
Fund may invest up to 15% of its total assets in sponsored American Depositary Receipts 
(“ADRs”) issued by foreign companies.  Adirondack Research & Management, Inc. (the 
“Advisor”) employs a contrarian selection strategy, which primarily focuses on out-of-
favor securities. Market expectations for such companies are low, resulting in attractive 
valuations in certain cases.  To find such stocks, the Advisor uses screens that include 
key valuation metrics such as price-to-book value, price-to-cash flow, price-to revenue 
and price-to-earnings. The Advisor establishes price targets before securities are 
purchased and re-evaluates these price targets quarterly, or more frequently if conditions 
warrant. When price targets are reached the position is sold. In addition, the Advisor will 
reduce positions that exceed 5% of the portfolio and sell those securities when the 
original investment rationale is no longer justified due to either company specific or 
industry issues. 
 
Principal Risks of Investing in the Fund 

 

Risks in General 
Domestic economic growth and market conditions, interest rate levels, and political 
events are among the factors affecting the Fund’s investments.  There is risk that these 
and other factors may adversely affect the Fund’s performance.  An investment in the 
Fund is not a deposit of a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency.  You may lose money by 
investing in the Fund. 
 
Risks of Investing in Common Stocks 
The Fund invests primarily in common stocks, which subjects the Fund and its 
shareholders to the risks associated with common stock investing.  These risks include 
the financial risk of selecting individual companies that do not perform as anticipated, the 
risk that the stock markets in which the Fund invests may experience periods of 
turbulence and instability, and the general risk that domestic and global economies may 
go through periods of decline and cyclical change.   
 

Foreign Risk 
To the extent the Fund invests in foreign securities by purchasing ADRs, the Fund may 
be subject to risks not usually associated with owning securities of U.S. issuers.  These 
risks can include fluctuations in foreign currencies, foreign currency exchange controls, 
political and economic instability, differences in financial reporting, differences in 
securities regulation and trading, and taxation issues.   
 
Risks of Smaller-Sized Companies 
To the extent the Fund invests in the stocks of smaller-sized companies, the Fund may be 
subject to additional risks.  The earnings and prospects of these companies are more 
volatile than larger companies.  Smaller-sized companies may experience higher failure 
rates than do larger companies.  Smaller-sized companies may have limited markets, 
product lines or financial resources and may lack management experience. 
 
Value Investing Risk 
Value investing attempts to identify companies selling at a discount to their intrinsic 
value.  Value investing may also involve the purchase of securities that are disfavored in 
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the market or companies whose value the Advisor believes is not fully recognized by the 
investing public.  Value investing is subject to the risk that a company’s intrinsic value 
may never be fully realized by the market or that a company judged by the Advisor to be 
undervalued may actually be appropriately priced. 
 
Sector Risk  
Sector risk is the possibility that stocks within the same group of industries will decline in 
price due to sector-specific market or economic developments.  If the Advisor invests a 
significant portion of its assets in a particular sector, the Fund is subject to the risk that 
companies in the same sector are likely to react similarly to legislative or regulatory 
changes, adverse market conditions and/or increased competition affecting that market 
segment. Similarly, focusing on investments in certain industries subjects the Fund to the 
risk that companies in that industry are likely to react similarly to legislative or regulatory 
changes, adverse  market  conditions and/or increased competition affecting that market 
segment.   
 
Fund Management Risk 
The Advisor’s strategy of investing in undervalued securities may fail.  The Advisor may 
be incorrect in its assessment of the intrinsic value of the companies in which the Fund 
invests, or value stocks may be out of favor with investors.  The Fund may underperform 
and you may lose money. 
 

Performance 

 

Risk/Return Bar Chart and Table  
The bar chart and performance table below show the variability of the returns of the 
Fund, which is one indicator of the risks of investing in the Fund.  The bar chart shows 
changes in the annual returns of the Fund for each full calendar year of operations.  The 
performance table shows how the Fund’s average annual total returns compare to those of 
a broad-based securities market index.  The Fund’s past performance (before and after 
taxes) does not necessarily reflect how the Fund will perform in the future.  Updated 
performance information is available at www.adirondackfunds.com or by calling 1-888-
686-2729. 

Year-by-Year Total Returns for years ended 12/31  
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During the periods shown in the bar chart, the highest quarterly return was 41.32% for 
the quarter ended June 30, 2009 and the lowest quarterly return was -22.03% for the 
quarter ended December 31, 2008. The return for the period from January 1, 2018 to June 
30, 2018 was 1.25%.  
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Average Annual Total Returns as of December 31, 2017 

 

     1 Year  

 

5 Years 10 Years  

          

Return Before Taxes     10.55% 12.72% 9.98% 

Return After Taxes on Distributions     7.88% 11.16% 9.11% 

Return After Taxes on Distributions and Sale of 
Fund Shares     

 
7.69% 

 
9.89% 

 
8.06% 

Russell 2000® Value Index (reflects no 
deductions for fees, expenses or taxes)     

 
7.84% 

 
13.01% 

 
8.17% 

 
After-tax returns are calculated using the historical highest individual federal marginal 
income tax rates and do not reflect the impact of state and local taxes.  Actual after-tax 
returns depend on an investor’s tax situation and may differ from those shown, and after-
tax returns shown are not relevant to investors who hold their Fund shares through tax-
deferred arrangements, such as 401(k) plans or individual retirement accounts.     
 
Investment Advisor: Adirondack Research & Management Inc. 
 
Investment Advisor Portfolio Managers: Matthew P. Reiner and Gregory Roeder are the 
Fund’s Portfolio Managers and have been since 2005 and 2006, respectively. 
 
Purchase and Sale of Fund Shares: The minimum initial investment is $3,000 and 
subsequent investments must total at least $50.  You may redeem shares of the Fund on 
each day that the Fund is open for business by sending a written request to the Fund at 
8000 Town Centre Drive, Suite 400, Broadview Heights, OH 44147.   
 
Tax Information: Distributions are taxable to you at ordinary income or capital gains tax 
rates, unless you are investing through a tax deferred arrangement, such as a 401(k) plan 
or individual retirement account.   
 
Payments to Broker-Dealers and Other Financial Intermediaries: If you purchase the 
Fund through a broker-dealer or other financial intermediary (such as a bank), the Fund 
and its related companies may pay the intermediary for the sale of Fund shares and/or 
related services. These payments may create a conflict of interest by influencing the 
broker-dealer or other intermediary and your salesperson to recommend the Fund over 
another investment.  Ask your salesperson or visit your financial intermediary’s web site 
for more information. 
 

Additional Information on Investment Objective, Strategies and Risks 

 

Investment Objective 
The objective of the Fund is long-term capital appreciation.  The Board of Trustees may 
change the objective without shareholder approval.  If the Fund decides to change its 
investment objective, shareholders will be given 60 days’ advance notice.    
 
Principal Investment Strategies  
The Fund seeks to achieve its objective by investing in a diversified portfolio of 
undervalued common stocks of small capitalization companies as determined by the 
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Advisor.  Small capitalization companies are defined by the Advisor as issuers that, at the 
time of initial purchase, have a market capitalization that is within or below the range of 
companies in the Russell 2000 Index (between approximately $159 million and $5.0 
billion as of May 11, 2018, the date of the latest reconstitution of the Index).  Under 
normal circumstances, at least 80% of the Fund’s total assets will be invested in common 
stocks of small capitalization companies.   The Fund invests primarily in the common 
stock of domestic companies, but may occasionally invest up to 15% of its total assets in 
sponsored ADRs issued by foreign companies.  During periods in which suitable 
undervalued equity securities are not available, up to 20% of the Fund’s total assets may 
be invested in money-market securities and/or shares of investment companies with 
investment objectives and principal investment strategies similar to those of the Fund. 
 
The Advisor employs a contrarian selection strategy, which primarily focuses on out-of-
favor securities. Market expectations for such companies are low, resulting in attractive 
valuations in certain cases. The Advisor analyzes the collection of out-of-favor stocks 
and selects those the Advisor believes are in the best position to address company and/or 
industry specific issues and regain investor support. 
 
To find such stocks, the Advisor uses screens that include key valuation metrics such as 
price-to-book value, price-to-cash flow, price-to revenue and price-to-earnings. Securities 
identified by screens then undergo a more comprehensive review, which includes a 
detailed assessment of the company’s management, strategy, financial statements and 
competition.  The Advisor purchases a position for the Fund after extensive due diligence 
results in a belief that the company will significantly improve operating results within 
two or three years. 
 
Monitoring existing positions, regularly assessing industry risks and adjusting the 
portfolio accordingly are also integral components of the investment approach. The 
Advisor believes a well -conceived exit strategy is an essential part of the risk 
management process. The Advisor establishes price targets before securities are 
purchased and re-evaluates these price targets quarterly, or more frequently if conditions 
warrant. When price targets are reached the position is sold. In addition, the Advisor will 
reduce positions that exceed 5% of the portfolio and sell those securities when the 
original investment rationale is no longer justified due to either company specific or 
industry issues. 
 
From time to time, the Fund may take temporary defensive positions, which are 
inconsistent with the Fund’s principal investment strategies, in attempting to respond to 
adverse market, economic, political, or other conditions.  For example, the Fund may 
hold all or a portion of its assets in money market instruments, including cash, cash 
equivalents, U.S. government securities, other investment grade fixed income securities, 
certificates of deposit, bankers acceptances, commercial paper, money market funds and 
repurchase agreements.  If the Fund invests in a money market fund, the shareholders of 
the Fund generally will be subject to duplicative management fees.  As a result of 
engaging in these temporary measures, the Fund may not achieve its investment 
objective.  The Fund may also invest in money market instruments at any time to 
maintain liquidity or pending selection of investments in accordance with its policies. 
 

Principal Risks of Investing in the Fund 

 

Risks in General 
Domestic economic growth and market conditions, interest rate levels, and political 
events are among the factors affecting the Fund’s investments.  There is risk that these 
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and other factors may adversely affect the Fund’s performance.  You should consider 
your own investment goals, time horizon, and risk tolerance before investing in the Fund. 
 An investment in the Fund may not be appropriate for all investors and is not intended to 
be a complete investment program.  An investment in the Fund is not a deposit of a bank 
and is not insured or guaranteed by the Federal Deposit Insurance Corporation or any 
other government agency.  You may lose money by investing in the Fund. 
 

Risks of Investing in Common Stocks 
The Fund invests primarily in common stocks, which subjects the Fund and its 
shareholders to the risks associated with common stock investing.  These risks include 
the financial risk of selecting individual companies that do not perform as anticipated, the 
risk that the stock markets in which the Fund invests may experience periods of 
turbulence and instability, and the general risk that domestic and global economies may 
go through periods of decline and cyclical change.  Many factors affect the performance 
of each company in which the Fund invests, including the strength of the company’s 
management or the demand for its products or services.  You should be aware that a 
company’s share price may decline as a result of poor decisions made by its management 
or lower demand for the company’s products or services.  In addition, a company’s share 
price may also decline if its earnings or revenues fall short of expectations.  There are 
overall stock market risks that may also affect the value of the Fund.  Over time, the 
stock markets tend to move in cycles, with periods when stock prices rise generally and 
periods when stock prices decline generally.  The value of the Fund’s investments may 
increase or decrease more than the stock markets in general. 
 
Foreign Risk 
To the extent the Fund invests in foreign securities by purchasing ADRs, the Fund may 
be subject to risks not usually associated with owning securities of U.S. issuers. These 
risks can include fluctuations in foreign currencies, foreign currency exchange controls, 
political and economic instability, differences in financial reporting, differences in 
securities regulation and trading, and taxation issues. 
 

Risks of Smaller-Sized Companies 
To the extent the Fund invests in the stocks of smaller-sized companies, the Fund may be 
subject to additional risks.  The earnings and prospects of these companies are more 
volatile than larger companies.  Smaller-sized companies may experience higher failure 
rates than do larger companies.  The trading volume of securities of smaller-sized 
companies is normally less than that of larger companies and, therefore, may 
disproportionately affect their market price, tending to make the share price fall more in 
response to selling pressure than is the case with larger companies.  Smaller-sized 
companies may have limited markets, product lines or financial resources and may lack 
management experience. 
 
Value Investing Risk 
Value investing attempts to identify companies selling at a discount to their intrinsic 
value.  Value investing may also involve the purchase of securities that are disfavored in 
the market or companies whose value the Advisor believes is not fully recognized by the 
investing public.  Value investing is subject to the risk that a company’s intrinsic value 
may never be fully realized by the market or that a company judged by the Advisor to be 
undervalued may actually be appropriately priced. 
 
Sector Risk 
Sector risk is the possibility that stocks within the same group of industries will decline in 
price due to sector-specific market or economic developments.  If the Advisor invests a 
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significant portion of its assets in a particular sector, the Fund is subject to the risk that 
companies in the same sector are likely to react similarly to legislative or regulatory 
changes, adverse market conditions and/or increased competition affecting that market 
segment. Similarly, focusing on investments in certain industries, such as the technology 
industry, subjects the Fund to the risk that companies in that industry are likely to react 
similarly to legislative or regulatory changes, adverse  market  conditions and/or 
increased competition affecting that market segment.  There is also the risk that the  
products or services offered by these companies will not meet expectations  or  even  
reach the marketplace. These risks may be increased to the extent  that  the  Fund's 
portfolio is overweighted in a certain business segment  of  the  technology  industry.  
The sectors in which the Fund may be overweighted will vary.   
 
Fund Management Risk 
The Advisor’s strategy of investing in undervalued securities may fail.  The Advisor may 
be incorrect in its assessment of the intrinsic value of the companies in which the Fund 
invests, or value stocks may be out of favor with investors.  The Fund may underperform 
and you may lose money. 
 
Disclosure of Portfolio Holdings 

A description of the Fund’s policies and procedures with respect to the disclosure of the 
Fund’s portfolio securities is available in the Fund’s Statement of Additional Information.   
 
Investment Advisor 
The investment advisor of the Fund is Adirondack Research & Management Inc. , a New 
York corporation located at 2390 Western Avenue, Guilderland, NY 12084.  The Advisor 
serves  the Fund pursuant to a management agreement that is renewable (after the first 
two years) on an annual basis by a vote of a majority of the Board of Trustees, including 
a majority of the trustees of the Trust who are not “interested persons” as that term is 
defined in the Investment Company Act of 1940, as amended, cast in person at a meeting 
called for the purpose of voting on such renewal.    Under the terms of this agreement, the 
Advisor is responsible for formulating the Fund’s investment policies, making ongoing 
investment decisions and engaging in portfolio transactions. The Advisor provides office 
space, services and equipment and supervises all matters relating to the Fund’s 
operations. For the fiscal year ended March 31, 2018, the Advisor received an advisory 
fee equal to 1.12% of the average daily net assets of the Fund. Effective August 1, 2018, 
the Advisor is entitled to receive an annual advisory fee of 1.08% of the Fund’s average 
daily net assets.  The Advisor has contractually agreed to defer its management fee and 
reimburse expenses to the extent necessary to maintain the Fund’s total annual operating 
expenses (excluding brokerage costs, borrowing costs (such as interest and dividends on 
securities sold short), taxes, extraordinary expenses, and costs of acquired funds) at 
1.48% of its average daily net assets until August 1, 2019.  The agreement may be 
terminated by the Fund’s Board of Trustees on 60 days’ written notice to the Advisor.  
Any waiver or reimbursement by the Advisor is subject to repayment by the Fund within 
three years after the waived or reimbursed expenses occurred, if the Fund is able to make 
the repayment without exceeding the lesser of its current expense limitation or the 
expense limitation in effect at the time of the reduction, and the repayment is approved by 
the Board of Trustees. A description of the Board of Trustees’ deliberations in renewing 
the management agreement is included in the Fund’s semi-annual report for the period 
ended September 30, 2017.   
 
The Advisor (not the Fund) may pay certain financial institutions (which may include 
banks, brokers, securities dealers and other industry professionals) a fee for providing 
distribution related services and/or for performing certain administrative servicing 
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functions for Fund shareholders to the extent these institutions are allowed to do so by 
applicable statute, rule or regulation.  The Fund may from time to time purchase 
securities issued by financial institutions that provide such services; however, in selecting 
investments for the Fund, no preference will be shown for such securities. 
 
Mr. Matthew P. Reiner and Mr. Gregory Roeder are the portfolio managers responsible 
for the day-to-day management of the Fund.  
 
Matthew P. Reiner, CFA – Joined the Advisor in February 2005 as principal, chief 
investment officer and co-portfolio manager of The Adirondack Small Cap Fund. He has 
over 20 years of experience in the financial services industry.  Previously, Matt was an 
institutional portfolio manager and vice president of research at Paradigm Capital 
Management. He began his investment career with CL King & Associates as a sell-side 
research associate and later as an equity analyst.  Matt earned his MBA from the 
University at Albany and his undergraduate degree from the State University of New 
York at Plattsburgh. He has been a holder of the Chartered Financial Analyst designation 
since 1999.  
 
Gregory A. Roeder, CFA – Founded the Advisor in 2004 and currently serves as co-
portfolio manager of The Adirondack Small Cap Fund. Prior to founding the Advisor, 
Greg served 18 years in various capacities within the financial services industry. His 
experience includes analyst/portfolio manager for Eddy & Wakefield, equity research 
analyst for CL King and Associates and assorted roles within KeyCorp’s credit/risk 
management groups.  Greg graduated from the State University of New York at 
Plattsburgh with a bachelor’s degree in economics and Hofstra University with a master’s 
degree in finance. Greg has been a holder of the Chartered Financial Analyst designation 
since 2002. 
 
The Fund’s Statement of Additional Information provides information about the Advisor 
and about each portfolio manager’s compensation, other accounts managed by each 
portfolio manager, and each portfolio manager’s ownership of Fund shares. 
 
Shareholder Information 
 
Who should invest? 
 

Long–Term Investors 
This Fund is intended to be a long-term investment vehicle and is not designed to provide 
investors a way to speculate on short-term stock market movements.    
 

Diversified Investors 
Investors should maintain diversified holdings of securities and not consider this Fund as 
their sole source of equity exposure. 
 

Risk Tolerant Investors 
This Fund will be comprised mostly of investments in smaller publicly-traded companies 
with market capitalizations within or below the range of companies in the Russell 2000 
Index. Smaller companies are often characterized by modest trading volume, earnings 
volatility and limited research coverage. As such, the share prices of these securities may 
vary significantly from day-to-day. Investors should be prepared for such 
unpredictability, as this Fund will likely be more volatile than those funds that invest in 
securities of larger issuers.  
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How to Purchase Shares 
You may purchase shares on any business day.  This includes any day the Fund is open 
for business, other than weekends and days on which the New York Stock Exchange 
(“NYSE”) is closed, including New Year’s Day, Martin Luther King, Jr. Day, Presidents’ 
Day, Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and 
Christmas Day.  Shares may be purchased directly from the Fund by sending a completed 
application and a check in the amount of your investment to the addresses below.  Your 
check should be made payable to the “Adirondack Small Cap Fund.”  Cash, third-party 
checks and traveler’s checks are not accepted.  Eligible purchases must meet applicable 
minimum investment requirements.  All investments must be in U.S. dollars, and the 
checks must be drawn on a U.S. bank.  All purchases of shares will be made at the next 
calculated net asset value (“NAV”) after a completed order is received by the Fund or its 
agent. The Fund does not issue share certificates. You will receive quarterly statements 
and a confirmation of each transaction. You should verify the accuracy of all transactions 
in your account as soon as you receive your confirmation. 
 

Regular Mail: 
c/o Adirondack Small Cap Fund 

Mutual Shareholder Services, LLC 
8000 Town Centre Drive, Suite 400 

Broadview Heights, OH 44147 
 

By Wire Transfer: 
You may purchase shares directly through the Fund’s Transfer Agent or through a 
brokerage firm or other financial institution that has agreed to sell the Fund’s shares.  If 
you are investing directly in the Fund for the first time, you will need to establish an 
account by completing a Shareholder Account Application.  To establish an IRA, 
complete an IRA Application.  To request an application or arrange for a purchase by 
wire, call toll-free 1-888-686-2729. 
 
You also may purchase Fund shares by making automatic periodic investments from your 
bank account.  To use this feature, select the automatic investment option in the account 
application and provide the necessary information about the bank account from which 
your investments will be made.  You may revoke your election to make automatic 
investments by calling 1-888-686-2729 or by writing to the Fund at:  
 

Adirondack Small Cap Fund 
c/o Mutual Shareholder Services, LLC 

8000 Town Centre Drive, Suite 400 
Broadview Heights, OH 44147 

 

A $20 fee will be charged against your account for any payment check returned to the 
Transfer Agent or for any incomplete electronic fund transfer, or for insufficient funds, 
stop payment, closed account or other reasons.  If a check does not clear your bank, the 
Fund reserves the right to cancel the purchase.  If your purchase is canceled, you will be 
responsible for any losses to the Fund or fees imposed by your bank.  The Fund (or Fund 
agent) has the authority to redeem shares in your account(s) to cover any losses due to 
fluctuations in share price.  Any profit on such cancellation will accrue to the Fund.  Your 
investment in the Fund should be intended to serve as a long-term investment vehicle. 
 The Fund is not designed to provide you with a means of speculating on the short-term 
fluctuations in the stock market.  The Fund reserves the right to reject any purchase 
request that it regards as disruptive to the efficient management of the Fund, which 
includes investors with a history of excessive trading.  The Fund also reserves the right to 
stop offering shares at any time. 
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IMPORTANT INFORMATION ABOUT PROCEDURES  

FOR OPENING A NEW ACCOUNT 
To help the government fight the funding of terrorism and money laundering activities, 

Federal law requires all financial institutions to obtain, verify, and record information 

that identifies each person who opens an account.  This means that, when you open an 

account, we will ask for your name, address, date of birth, and other information that will 

allow us to identify you.  We may also ask for identifying documents, and may take 

additional steps to verify your identity.  We may not be able to open an account or 

complete a transaction for you until we are able to verify your identity. 

 
How Net Asset Value is Determined 
The value of a single share of the Fund is known as its “net asset value” per share or 
“NAV.” The Fund’s NAV per share is normally calculated as of the close of the regular 
session of trading on the NYSE (normally 4:00 p.m., Eastern Time) on each weekday 
except New Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, 
Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day. 
The Fund’s NAV may be calculated earlier, however, if the NYSE closed early, trading 
on the NYSE is restricted or as permitted by the Securities and Exchange Commission 
(“SEC”). Transactions are processed at the NAV next calculated after the Fund (or an 
authorized broker, financial intermediary, or their authorized designee) receives the 
order. 
 
The Fund’s NAV is determined by taking the market value of all securities owned by the 
Fund (plus all other assets such as cash), subtracting all liabilities and then dividing the 
result (net assets) by the number of shares outstanding.  
 
The Fund’s securities are valued primarily on the basis of market quotations. If market 
prices are not available or, in the Advisor’s opinion, market prices do not reflect fair 
value, or if an event occurs after the close of trading (but prior to the time the NAV is 
calculated) that materially affects fair value, the Advisor may value the Fund’s assets at 
their fair value according to procedures approved by the Fund’s Board of Trustees.  For 
example, if trading in a thinly traded portfolio security is halted and does not resume 
before the Fund calculates its NAV, the Advisor may need to price the security using the 
Fund’s fair value pricing guidelines.  Without a fair value price, short-term traders could 
take advantage of the arbitrage opportunity and dilute the NAV of long-term investors. 
 Fair valuation of a Fund’s portfolio securities can serve to reduce arbitrage opportunities 
available to short-term traders, but there is no assurance that fair value pricing policies 
will prevent dilution of the Fund’s NAV by short-term traders. 
 
To the extent the Fund invests in other investment companies, the NAV of the investment 
companies in which the Fund invests will be included in the calculation of the Fund’s 
NAV.  The prospectuses of those investment companies explain the circumstances under 
which those investment companies will use fair value pricing and the effects of using fair 
value pricing. 
 
Transactions through Brokers and Other Intermediaries 
The Fund has authorized brokerage firms and other financial intermediaries to receive 
purchase and redemption orders on the Fund’s behalf.  These brokers and financial 
intermediaries may designate other intermediaries to receive purchase and redemption 
orders on the Fund’s behalf.  If you buy or sell shares through a brokerage firm or other 
financial intermediary, the policies and fees may be different than those described here. 
They may charge transaction and other fees and may set different minimum investments 
or limitations on buying or selling shares. Consult a representative of your financial 
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institution if you have any questions. The Fund will be deemed to have received a 
purchase or redemption order when the authorized broker, financial intermediary, or 
authorized designee receives the order. Your financial institution is responsible for 
transmitting your order in a timely manner. 
 
Minimum Investment 
The minimum initial investment is $3,000 and subsequent investments must total at least 
$50. The minimum initial investment requirement for tax qualified retirement plans is 
$1,000 with no minimum for subsequent investments.  See “How to Purchase Shares.” 
 The Fund reserves the right to change these minimums at any time.  
 
The required minimum initial investment (for both regular accounts and tax qualified 
retirement plans) has been temporarily waived until August 1, 2019 for shareholders that 
are new to the Fund and that open their accounts with the automatic investment option.  
 

Householding 
To reduce expenses, we mail only one copy of the prospectus and each annual and semi-
annual report to those addresses shared by two or more accounts.  If you wish to receive 
individual copies of these documents, please call the Fund at 1-888-686-2729 or contact 
your financial institution.  We will begin sending you individual copies thirty days after 
receiving your request. 
 
How to Redeem Shares 
You may redeem shares of the Fund on each day that the Fund is open for business by 
sending a written request to the Fund at 8000 Town Centre Drive, Suite 400, Broadview 
Heights, OH 44147.  The request must state the number of shares or the dollar amount to 
be redeemed and your account number. The request must be signed exactly as your name 
appears on the Fund’s account records.   
 
You may redeem any part of your account in the Fund by calling the Fund’s Transfer 
Agent at 1-888-686-2729.  You must first complete the Optional Telephone Redemption 
section of the investment application to institute this option.  The Fund and the Transfer 
Agent are not liable for following redemption instructions communicated by telephone to 
the extent that they reasonably believe the telephone instructions to be genuine. 
 However, if they do not employ reasonable procedures to confirm that telephone 
instructions are genuine, they may be liable for any losses due to unauthorized or 
fraudulent instructions.  Procedures employed may include recording telephone 
instructions and requiring a form of personal identification from the caller.   
 
The Fund or the Transfer Agent may terminate the telephone redemption procedures at 
any time.  During periods of extreme market activity, it is possible that shareholders may 
encounter some difficulty in telephoning the Fund, although neither the Fund nor the 
Transfer Agent has ever experienced difficulties in receiving and in a timely fashion 
responding to telephone requests for redemptions.  If you are unable to reach the Fund by 
telephone, you may request a redemption by mail. 
 
A signature guarantee of each owner is required to redeem shares in the following 
situations: 
 

� if you change ownership on your account,  
� if you request the redemption proceeds be sent to a different address than that 

registered on the account,  
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� if a change of address request has been received by the Transfer Agent within 
the last 15 days, or  

� if you wish to redeem $25,000 or more from any shareholder account. 
 

Signature guarantees are available from most banks, broker-dealers, municipal securities 
brokers and dealers, government securities brokers and dealers, credit unions, national 
securities exchanges, registered securities associations, clearing agencies and savings 
associations. A notary public is not an acceptable guarantor. 
 
You may  request that redemption proceeds be wired directly to your existing account in 
any commercial bank or brokerage firm in the United States.  The Fund will not wire 
redemption proceeds to third parties except to financial intermediaries for the benefit of 
shareholder(s) of record.  There is currently a $20 charge for processing wire 
redemptions. All charges will be deducted from your account by redemption of shares in 
your account.  Your bank or brokerage firm may also impose a charge for processing the 
wire. In the event that wire transfer of funds is impossible or impractical, the redemption 
proceeds will be sent by mail to the designated account address. 
 
You may also redeem shares by placing a wire redemption through a securities broker or 
dealer. Broker-dealers may impose a fee on the shareholder for this service.  It is the 
responsibility of broker-dealers to properly transmit wire redemption orders. 
 
You will receive the NAV per share next determined after receipt by the Fund or its agent 
of your redemption request in the form described above. The Fund will not make checks 
for redemption proceeds payable to third parties except to financial intermediaries for the 
benefit of shareholder(s) of record. Payment will be effected within seven days after 
tender in such form, provided that payment in redemption of shares purchased by check 
will be effected only after the check has been collected, which may take up to fifteen 
days from the purchase date. To eliminate this delay, you may purchase shares of the 
Fund by certified check or wire. 
 
At the discretion of the Fund, corporate investors and other associations may be required to 
furnish an appropriate certification authorizing redemptions to ensure proper authorization. 
 The Fund reserves the right to require you to close your account if at any time the value of 
your shares is less than $1,000 (based on actual amounts invested, unaffected by market 
fluctuations), or such other minimum amount as the Fund may determine from time to time. 
After notification to you of the Fund’s intention to close your account, you will be given 60 
days to increase the value of your account to the minimum amount. 
 
The Fund typically expects that it will take up to seven days following the receipt of your 
redemption request to pay out redemption proceeds by check or electronic transfer, 
except as noted above.  The Fund typically expects to pay redemptions from cash, cash 
equivalents, proceeds from the sale of Fund shares, and then from the sale of portfolio 
securities.  These redemption payment methods will be used in regular and stressed 
market conditions. 
 
The Fund reserves the right to suspend the right of redemption or to postpone the date of 
payment for more than seven days when: (i) trading on the NYSE is restricted; (ii) the 
NYSE is closed (other than weekend and holiday closings); (iii) an emergency exists, as 
determined by the SEC; or (iv) the SEC has permitted a suspension. All shares of the 
Fund are also subject to involuntary redemption if the Board of Trustees determines to 
liquidate the Fund.  Any involuntary redemption will create a capital gain or loss, which 
may have tax consequences about which you should consult your tax advisor. 
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Tax-Deferred Retirement Plans 
The Fund’s Individual Retirement Account (“IRA”) application and additional forms 
required may be obtained by contacting the Fund at 1-888-686-2729.  For IRAs, the 
initial minimum investment is $1,000 with no minimum for subsequent contributions. 
The account will be maintained by the custodian, which currently charges an annual 
maintenance fee of $8, which is subject to change.  
 
Investors who are self-employed may purchase shares of the Fund through tax-deductible 
contributions to retirement plans for self-employed persons, known as Keogh or H.R. 10 
plans.  However, the Fund does not currently act as a sponsor or administrator for such 
plans. Fund shares may also be purchased for other types of qualified pension or profit 
sharing plans which are employer-sponsored, including deferred compensation or salary 
reduction plans known as “401(k) Plans” which give participants the right to defer 
portions of their compensation for investment on a tax-deferred basis until distributions 
are made from the plan.   
 
Dividends and Distributions 
The Fund expects that distributions to shareholders will consist primarily of capital gains, 
and that it will distribute substantially all of its net investment income and net realized 
gains, if any, annually.  Dividends and distributions are automatically reinvested in 
additional shares of the Fund (the Share Option) unless cash payments are specified on 
your application or are otherwise requested by written instructions to the Fund. 
 
If you elect to receive dividends in cash and the U.S. Postal Service cannot deliver your 
checks or if your checks remain un-cashed for six months, your dividends will be 
reinvested in your account at the then-current NAV and your account will be converted to 
the Share Option. 
 
Taxes 
The following discussion relates solely to the federal income tax treatment of dividends 
and distributions by the Fund.  Investors should consult a tax advisor for the application 
of tax laws to their particular situations. 
 
The Fund has qualified and intends to continue to qualify as a “regulated investment 
company” under Subchapter M of the Code by annually distributing substantially all of 
its net investment company taxable income and net capital gains in dividends to its 
shareholders and by satisfying certain other requirements. By so qualifying, the Fund will 
not be subject to federal income tax or excise tax based on net income on that part of its 
investment company taxable income and net realized short-term and long-term capital 
gains which it distributes to its shareholders in accordance with the Code’s requirements. 
 
Dividends and distributions paid to shareholders are generally subject to federal income 
tax and may be subject to state and local income tax.  Dividends from net investment 
income and distributions from any excess of net realized short-term capital gains over net 
realized capital losses are currently taxable to shareholders as ordinary income. 
 
Distributions of net capital gains by the Fund to its shareholders are taxable to the 
recipient shareholders as long-term capital gains, without regard to the length of time a 
shareholder has held Fund shares.  Redemptions of shares of the Fund are taxable events 
on which a shareholder may realize a gain or loss. To avoid a 28% federal backup 
withholding tax requirement on dividends, distributions and redemption proceeds, 
individuals and other non-exempt shareholders must certify their taxpayer identification 
number to the Fund on the investment application. A shareholder may also be subject to 
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backup withholding if the Internal Revenue Service notifies the Fund that the shareholder 
is subject to backup withholding for previous under-reporting of interest or dividend 
income.  Amounts withheld by the Fund are applied to the shareholder’s federal income 
tax liability. Foreign shareholders may be subject to federal income tax withholding of up 
to 30% of dividends, distributions and redemption proceeds from the Fund. 
 
Reports containing appropriate federal income tax information (relating to the tax status 
of dividends and capital gain distributions by the Fund) will be furnished to each 
shareholder not later than 30 days following the close of the calendar year during which 
the payments are made. The above discussion concerning the taxation of dividends and 
distributions received by shareholders is applicable whether a shareholder receives such 
payment in cash or reinvests such amount in additional shares of the Fund.  
 
Frequent Purchases and Sales of Fund Shares 
The Fund discourages and does not accommodate frequent purchases and sales of fund 
shares, often referred to as market timing.  Market timing is an investment strategy using 
frequent purchase, redemptions and/or exchanges in an attempt to profit from short-term 
market movements.  Frequent purchases and redemptions of Fund shares may result in 
dilution of the value of Fund shares held by long-term shareholders, disrupt portfolio 
management and increase Fund expenses for all shareholders.   
 
The Fund reserves the right to reject any purchase order for any reason, including 
purchase orders that it does not think are in the best interest of the Fund or its 
shareholders or if the Fund thinks that trading is abusive.  Neither the Fund nor the 
Advisor will be liable for any losses resulting from rejected purchase or exchange orders.  
The Advisor may also bar an investor who has violated these policies (and the investor's 
financial advisor) from opening new accounts with the Fund.  
 
While the Fund attempts to deter market timing, there is no assurance that it will be able 
to identify and eliminate all market timers.  For example, certain accounts called 
“omnibus accounts” include multiple shareholders.  Omnibus accounts typically provide 
the Fund with a net purchase or redemption request on any given day where purchasers of 
Fund shares and redeemers of Fund shares are netted against one another and the identity 
of individual purchasers and redeemers whose orders are aggregated are not known by 
the Fund.   However, the Fund’s agreements with financial intermediaries that sell shares 
of the Fund will require the intermediaries to provide shareholder identity and transaction 
information to the Fund, and obligate the intermediaries to carry out the Fund’s 
instructions to enforce the Fund’s market timing policies.    
 
Cybersecurity  
The computer systems, networks and devices used by the Fund and its service providers 
to carry out routine business operations employ a variety of protections designed to 
prevent damage or interruption from computer viruses, network failures, computer and 
telecommunication failures, infiltration by unauthorized persons and security breaches.  
Despite the various protections utilized by the Fund and its service providers, systems, 
networks, or devices potentially can be breached. The Fund and its shareholders could be 
negatively impacted as a result of a cybersecurity breach.  
 
Cybersecurity breaches can include unauthorized access to systems, networks, or devices; 
infection from computer viruses or other malicious software code; and attacks that shut down, 
disable, slow, or otherwise disrupt operations, business processes, or website access or 
functionality. Cybersecurity breaches may cause disruptions and impact the Fund’s business 
operations, potentially resulting in financial losses; interference with the Fund’s ability to 



15 

calculate its NAV; impediments to trading; the inability of the Fund, the Advisor, and other 
service providers to transact business; violations of applicable privacy and other laws; 
regulatory fines, penalties, reputational damage, reimbursement or other compensation costs, 
or additional compliance costs; as well as the inadvertent release of confidential information. 
 
Similar adverse consequences could result from cybersecurity breaches affecting issuers 
of securities in which the Fund invests; counterparties with which the Fund engages in 
transactions; governmental and other regulatory authorities; exchange and other financial 
market operators, banks, brokers, dealers, insurance companies, and other financial 
institutions (including financial intermediaries and service providers for the Fund’s 
shareholders); and other parties. In addition, substantial costs may be incurred by these 
entities in order to prevent any cybersecurity breaches in the future. 
 

Financial Highlights 
The financial highlights table is intended to help you understand the Fund’s financial 
performance for the period of the Fund’s operations. Certain information reflects finan-
cial results for a single Fund share. The total returns in the table represent the rate that an 
investor would have earned or lost on an investment in the Fund (assuming reinvestment 
of all dividends and distributions). This information has been audited by Sanville & 
Company, whose report, along with the Fund’s financial statements, are included in the 
Fund’s annual report, which is available upon request. 
 

  Years Ended 

  3/31/2018 3/31/2017 3/31/2016 3/31/2015 3/31/2014 

       
Net Asset Value, at Beginning of Year $      22.61 $     19.05 $     22.07 $     22.94 $     17.96 
       

Income From Investment Operations:      
  Net Investment Income (Loss) *        (0.02)       (0.03)       (0.03)       (0.02)       (0.05) 
  Net Gain (Loss) on Securities  
         (Realized and Unrealized)           1.07          4.30       (2.33)         0.63         5.98 

     Total from Investment Operations           1.05          4.27       (2.36)         0.61         5.93 
       

Distributions:       
  Net Investment Income                -               -              -              -              -  
  Realized Gains        (2.26)       (0.71)       (0.66)       (1.48)       (0.95) 

     Total from Distributions        (2.26)       (0.71)       (0.66)       (1.48)       (0.95) 
       

Proceeds from Redemption Fees † ***                -               -              -              -              -  
       

Net Asset Value, at End of Year $      21.40 $     22.61 $     19.05 $     22.07 $     22.94 

       

Total Return ** 4.12% 22.39%  (10.71)% 2.87% 33.17% 
       

Ratios/Supplemental Data:      
  Net Assets at End of Year (Thousands) $  249,204 $ 283,010 $ 285,647 $ 264,989 $ 284,176 
  Ratio of Expenses to Average Net Assets      
       Before Waivers/Recapture 1.26% 1.29% 1.32% 1.37% 1.38% 
       After Waivers/Recapture 1.26% 1.29% 1.32% 1.37% 1.41% 
  Ratio of Net Investment Income (Loss)  
          to Average Net Assets      
       Before Waivers/Recapture     (0.07)%    (0.14)%    (0.13)%    (0.11)%    (0.20)% 
       After Waivers/Recapture     (0.07)%    (0.14)%    (0.13)%    (0.11)%    (0.23)% 
  Portfolio Turnover 37.67% 38.06% 32.02% 37.36% 32.97% 

 

* Per share net investment income (loss) has been determined on the basis of average shares outstanding during the year. 
** Assumes reinvestment of dividends.  
*** Redemption fees were eliminated for transactions beginning 8/1/2013. 
†  Amount less than $0.005 per share. 
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 PRIVACY NOTICE 

FACTS WHAT DOES ADIRONDACK FUNDS DO WITH YOUR PERSONAL  

INFORMATION? 

    

Why? Financial companies choose how they share your personal information. Federal law gives 
consumers the right to limit some but not all sharing. Federal law also requires us to tell 
you how we collect, share, and protect your personal information. Please read this notice 
carefully to understand what we do. 

      

What?   The types of personal information we collect and share depend on the product or service 
you have with us. This information can include: 
Social Security number Purchase History 
Assets Account Balances 
Retirement Assets Account Transactions 
Transaction History Wire Transfer Instructions 
Checking Account Information  

  When you are no longer our customer, we continue to share your information as 
described in this notice. 

  

How? All financial companies need to share customers' personal information to run their 
everyday business. In the section below, we list the reasons financial companies can 
share their customers' personal information; the reasons Adirondack Funds chooses to 
share; and whether you can limit this sharing. 

            

Reasons we can share your personal 

information 

Does 

Adirondack 

Funds share? Can you limit this sharing? 

For our everyday business purposes – 
such as to process your transactions, maintain your 
account(s), respond to court orders and legal 
investigations, or report to credit bureaus 

Yes No 

For our marketing purposes – 
to offer our products and services to you 

No We don't share 

For joint marketing with other financial 

companies 
No We don't share 

For our affiliates' everyday business purposes – 
information about your transactions and 
experiences 

No We don't share 

For our affiliates' everyday business purposes – 
information about your creditworthiness 

No We don't share 

For nonaffiliates to market to you No We don't share 
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Questions? Call (888) 686-2729 

  

 Who we are 

Who is providing this 

notice? 

Adirondack Funds 
 

What we do 

How does 

Adirondack Funds 

protect my personal 

information? 

To protect your personal information from unauthorized access and use, we 
use security measures that comply with federal law. These measures 
include computer safeguards and secured files and buildings. 
 
Our service providers are held accountable for adhering to strict policies 
and procedures to prevent any misuse of your nonpublic personal 
information. 

How does 

Adirondack Funds 

collect my personal 

information? 

We collect your personal information, for example, when you 
Open an account 
Provide account information 
Give us your contact information 
Make deposits or withdrawals from your account 
Make a wire transfer 
Tell us where to send the money 
Tells us who receives the money 
Show your government-issued ID 
Show your driver's license 
We also collect your personal information from other companies. 

Why can't I limit all 

sharing? 

Federal law gives you the right to limit only 
▪    Sharing for affiliates' everyday business purposes – information about 

your creditworthiness 
▪    Affiliates from using your information to market to you 
▪    Sharing for nonaffiliates to market to you 

 
       State laws and individual companies may give you additional rights to limit 

sharing. 

Definitions 

Affiliates    Companies related by common ownership or control. They can be financial 
and nonfinancial companies. 
 Adirondack Funds doesn’t share with our affiliates. 

Nonaffiliates Companies not related by common ownership or control. They can be 
financial and nonfinancial companies 

Adirondack Funds doesn’t share with nonaffiliates so they can market 

to you. 

Joint marketing A formal agreement between nonaffiliated financial companies that 
together market financial products or services to you. 

Adirondack Funds doesn’t jointly market. 

 



 

Where to Obtain More Information 

You will find more information about The Adirondack Small Cap Fund, in the following 
documents: 
 
Statement of Additional Information (“SAI”) - The SAI contains more detailed 
information about the Fund.  The SAI dated August 1, 2018 is incorporated herein by 
reference and is considered to be a part of this prospectus.   
 
Annual and Semi-Annual Reports — Our annual and semi-annual reports give current 
holdings and detailed financial statements of the Fund as of the end of the period 
presented.  In addition, market conditions and Fund strategies that affected the Fund’s 
performance are discussed in the annual report. 
 
To obtain a Copy of One or More of These Documents: 
 
Call or write for one, and a copy will be sent without charge. 
 

Adirondack Small Cap Fund 

c/o Mutual Shareholder Services, LLC 

8000 Town Centre Drive, Suite 400 

Broadview Heights, OH 44147 
1-888-686-2729 

 
You may also call or write the Fund to request other information about the Fund or to 
make shareholder inquiries, or visit the Fund’s website at www.adirondackfunds.com.  
 
You may also obtain information about the Fund (including the Statement of Additional 
Information and other reports) from the Securities and Exchange Commission on their 
Internet site at http://www.sec.gov or at their Public Reference Room in Washington, 
D.C.  Call the Securities and Exchange Commission at 1-202-551-8090 for room hours 
and operation.   You may also obtain Fund information by sending a written request and 
duplicating fee to the Public Reference Section of the SEC 100 F Street N.E., 
Washington, DC 20549-1520 or by electronic request at the e-mail address 
publicinfo@sec.gov. 
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