Annual Report to Shareholders

CLIFFORD CAPITAL PARTNERS FUND

For the Year Ended September 30, 2017

Clifford Capital Partners Fund
Annual Report Commentary – October 1, 2016 through September 30, 2017
We hope that you are all doing well and will enjoy a wonderful Holiday season. We
are grateful for your investment in the Clifford Capital Partners Fund (“the Fund”)
and thank you for your support.
Invitation to Visit the Fund Website at www.cliffordcapfund.com.
We desire to communicate with all shareholders, including those of you who may have
purchased the Fund through brokerage accounts, where we often cannot reach you
directly. As such, we invite you to bookmark the Fund website, where you may find
our most recent commentary and other information relevant to the Fund. In addition
to quarterly reports, we may post additional commentary that we hope you’ll find
instructive for your investment in the Fund.
3-Year
Total Return
Average Annual
One-Year
Average
Since Inception
Return
Return Annual Return
(01/30/14)
Since Inception
Institutional
Class (CLIFX)
Investor
Class (CLFFX)
Russell 3000®
Value1

12.62%

10.85%

53.91%

12.47%

12.30%

10.59%

52.71%

12.23%

15.53%

8.79%

41.77%

9.98%

(Performance data quoted represents past performance; past performance does not
guarantee future results. The investment return and principal value of an investment
will fluctuate so that an investor’s shares, when redeemed, may be worth more or less
than their original cost. Current performance of the fund may be lower or higher than
the performance quoted. Performance data current to the most recent month end may
be obtained by calling (800) 628-4077. Short term performance, in particular, is not a
good indication of the fund’s future performance, and an investment should not be
made based solely on returns.)
The Fund posted a solid double-digit annual return, albeit lower than its benchmark.
From our perspective, the Fund’s performance over the past year (and in many shortterm periods throughout the past few years) has been driven mostly by whether our
investment style has been in- or out-of-favor and less by the fundamental performance
of our individual companies, which has been mostly in-line with what we’d expect.
We are more concerned about the latter (how our companies are performing relative
to our expectations) than the former (whether our investments are “popular” or not).

1
The Russell 3000® Value Index is a capitalization-weighted index which is designed to measure performance
of Russell 3000 Index companies, respectively, with lower price-to-book ratios and lower forecasted growth
values. Numbers presented include the reinvestment of dividends (total return).
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As we’ve mentioned before, there are times the short-term investment winds will be
favorable and times they will blow against us.
We will continue charting the best long-term course that we can, focusing on the longterm fundamentals of the businesses we invest in, striving to purchase our investments
at opportune, undervalued prices, and waiting patiently for the market to eventually
realize the value inherent in our stocks.
While we always strive to explain our understanding of the drivers of the Fund’s shortterm performance, we remain focused on the long-term investment thesis of each of the
Fund’s holdings, and we continue to believe that long-term results are the proper way
to evaluate our performance, given our long-term investment philosophy and process.
We believe there’s still solid value in the Fund’s holdings today. As always, we remain
focused on selecting individual stocks that we believe are undervalued and have strong
long-term appreciation potential with acceptable downside risks.
This Feels Like Something We’ve Been Through Before
A few weeks ago, I visited our local cellular service store to purchase a replacement
phone for my teenage daughter, when our friendly salesperson asked what I do for a
living. When I told him, he proceeded to ask for my opinions about several of the most
popular, well-known, “hot” stocks in the marketplace. He had apparently made money
trading many of these stocks, and lamented to me how he’d missed some others that
were even more popular and had more spectacular price runs. In the past few months,
I’ve had similar interactions with a couple of other strangers, who have taken up stock
trading as a pastime and who appeared to be drawn to the allure of quick profits and
parabolic stock price charts. (Cryptocurrencies such as Bitcoin are also garnering much
interest these days, thanks—in our opinion—to the massive price increases many of
them have had in recent periods.)
While these are anecdotal experiences, I see certain similarities today to the boom period
in the late 1990s when you could make a fortune on “you-name-it.com” stocks. I lived
in Portland, Oregon at the time, an area known as the Silicon Forest. Many of my
professional contemporaries at the time were forgoing salaries in favor of stock options
with startup technology companies, and speculative trading in stocks abounded among
friends and colleagues, many of whom had made millions (on paper at least). We sadly
know how that ended for the many people who did not sell quickly enough.
When investing seems as easy as simply choosing companies that are in popular
growth industries, are doing well, and have had strong recent stock price increases
(these are often referred to as ‘momentum’ stocks, given their strong business and
stock-price momentum), it can be a warning sign of speculative excess. Investing may
be relatively simple—buy low and sell high—but it’s certainly not easy!
Many of these types of momentum stocks are found today in the technology/internet
sector, just as they were back in the late 1990s. It’s hard to argue against them—they
are, after all, performing very well and in many cases, these are truly transformational
companies—but we believe investor expectations often run higher, and are more
optimistic, than the realities that eventually face every company in a hyper-competitive
world.
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Value vs. Momentum
Our value investment style at Clifford Capital (especially our buy discipline) is the
antithesis of momentum investing. Most momentum investing is based primarily on
continuation of short-term trends and how a stock’s price has been doing: strong price
momentum stocks may be bought, and weak price momentum stocks may be shorted.
A stock’s price momentum is the most important factor and its valuation is a secondary
consideration.
Valuation is critical to us. Specifically, the relationship between price and value is central
to our philosophy and process: we are looking for mispriced stocks where prices are
significantly lower than a reasonable estimate of fair value. We typically buy stocks when
they are temporarily downtrodden and have lower investor/trader expectations than
what we believe—through our proprietary research and analysis—is reasonable. We also
become concerned when price momentum becomes strong in our investment holdings
and stock prices rise above what we believe they are worth, leading us to trim or sell.
In short, we are very sensitive to the relationship between price and value and generally
believe that investment risk and prices move in opposite directions. Conversely,
momentum investing is characterized by the expectation that strong stock price
momentum will be sustained – strength begets strength, or ‘buy high and sell even higher’.
Our conviction and our investment discipline is based on the belief of buying low
(when stocks trade at discounts to our estimates of fair value) and selling high (when
those discounts are no longer present).
The Fund Resembles an Anti-Momentum Portfolio
We have always believed that one of the most difficult periods for the Fund to
outperform its peers and its benchmark is when momentum stocks lead the stock
market, given our price/value discipline. Conversely, we believe that when
momentum stocks lose their luster, the Fund has a greater chance to shine.
We recently found an index that we think represents a good proxy for Momentum as
an investment style: the MSCI USA Momentum Index (the “Momentum Index”). This
index selects stocks from the large and mid-cap U.S. market (the MSCI USA Index),
which have high price momentum. We also found an exchange traded fund (“ETF”)
that mimics the Momentum Index, the iShares Edge MSCI USA Momentum ETF (the
“Momentum ETF”) to look at security-level detail. At September 29, 2017, this ETF
held 123 stocks. Below are a few observations:
1.

The Fund doesn’t have much momentum exposure. Its Russell 3000 Value
benchmark and the overall market (as represented by the S&P 500) have a
higher weighting of momentum stocks:

Comparison vs. Momentum ETF
Clifford Capital Partners Fund

# of Holdings
0/123

% Weighting
0.0%

Russell 3000 Value

64/123

64 stocks represent
47.9% of the ETF

S&P 500

92/123

92 stocks represent
93.0% of the ETF
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While we don’t have specific data to show here, we’d argue that the Fund’s weighting
in momentum stocks is also much lower compared to most of its peers, given that the
Fund currently has a 0% weighting, and given that many of the holdings within the
Momentum Index are widely-owned, popular stocks.
2. The performance of momentum stocks has significantly differed from the Fund
and its benchmark over the past 3 calendar years.

Total Returns
Momentum Index
CLIFX
CLFFX
Russell 3000 Value
S&P 500

01/31/2014
to
12/31/2014
16.62%
20.51%
20.42%
15.94%
16.99%

2015
9.30%
-10.04%
-10.22%
-4.14%
1.37%

2016
5.13%
35.69%
35.26%
18.38%
11.95%

2017,
through
Sept. 30
27.55%
4.63%
4.43%
7.72%
14.24%

-3.89%
-3.80%
0.68%
-0.37%

19.34%
19.52%
13.44%
7.93%

-30.56%
-30.13%
-13.25%
-6.82%

22.92%
23.12%
19.83%
13.31%

Relative Returns
Momentum vs. CLIFX
Momentum vs. CLFFX
Momentum vs. Russell 3000 Value
Momentum vs. S&P

As is obvious from the table above, the last 3 calendar years have been characterized by
large swings in the performance results of the Momentum Index (and we’d argue
momentum stocks in general). These 3 calendar years also correspond (not coincidentally,
in our opinion) to the Fund’s large deviations—both positive and negative—from its
benchmark and the overall market (as represented by the S&P 500). Given the Fund’s
“anti-momentum” makeup and our value discipline, this result is not surprising.
Quite simply, when momentum is at its extremes in performance, we would expect the
Fund to lag when momentum is strong, and outperform when momentum is weak.
3. Momentum extremes over the past 20 years came in multi-year streaks and
ended badly after momentum stocks significantly outperformed value stocks.
We reviewed the performance of the Momentum Index relative to the Russell 3000 Value
over the last 20 years to see how often it deviated by more than a double-digit percentage.
In addition to the most recent 3 calendar years, there were 7 other years where this
happened as shown below. In total there were 6 years in the past 20 when Momentum
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outperformed the Russell 3000 Value by more than 10% and there were 4 years where
the Russell 3000 Value returned the favor:
Momentum Index vs. Russell 3000 Value
(years where there was at least a 10% difference)
1998
Momentum Index 48.98%
Russell 3000 Value
Index, total return 13.16%
Momentum vs.
Russell 3000 Value 35.82%

1999

2000

2001

2005

2006

2007

40.63%

-9.47%

-17.21%

19.31%

10.75%

17.80%

6.55%

8.40%

-4.34%

6.82%

22.32%

-1.05%

34.08%

-17.87%

-12.87%

12.49% -11.57%

18.85%

While we won’t jump to any conclusions about where this current momentumdriven market is headed, as shown above, markets turned sour after the two
previous times that the Momentum Index significantly outperformed the Russell
3000 Value (in 1999 and 2007).
In our opinion, we think that the conditions which lead to momentum stocks
performing well (high expectations, investor excitement, strong gains, and a general
apathy to valuation levels) often lead to overvalued stock prices, which are usually
corrected at some point.
We believe the current strong performance of momentum stocks is a warning sign to
investors, and we will remain selective and valuation-sensitive in today’s environment.
4. We will remain disciplined and follow our long-term value philosophy.
We hope that the preceding discussion was educational and instructive in explaining
what we believe is a key factor affecting the Fund’s performance over the past few years.
While we believe the trend towards momentum stocks has affected our results, we won’t
spend much time worrying about the short-term volatility that results from a
“momentum-on, momentum-off” type of market. We firmly believe the best use of our
time is seeking for, and investing in, undervalued opportunities that the markets provide.
We typically find a good investment opportunity when expectations are low and a
company’s stock price has languished. Our job is to assess when expectations are
unrealistically low and the odds are in our favor that we’re investing in an undervalued
asset. We know it’s possible to buy companies that exceed even high expectations (the
essence of momentum investing), but that’s not our expertise, and we believe over the
long-term that a “value” investment style will prove to be more rewarding.
A key element of our investment philosophy is the preeminence of the price we pay
for our stock investments. We think the most important factor in stock investing is
simply the price of the stock relative to its actual value. This is the essence of a “value”
investing strategy. There are other important factors, such as business quality and a
company’s prospects, but we believe even the world’s best company could be a terrible
investment if you pay too high a price, and it’s possible for even a dying business to
be an excellent investment at the right price.
6

We also believe the bargain-hunting value investor has a sustainable long-term
advantage because the pool of investors willing to move against the crowd and invest in
out-of-favor stocks is smaller, given the psychological hurdles of such investing. (I have
yet to experience the proverbial cell phone salesperson pitching me the latest
undervalued and out-of-favor value stock!)
We continue to see a bifurcated market today with pockets of value in stocks with low
expectations interspersed among highly-valued, popular momentum stocks with high
expectations. At Clifford Capital, we simply strive to find and invest in the former, while
avoiding (or selling) the latter.
It is critical that we remain focused on our disciplined investment process and have
the patience to allow it to work over the long-term. Not all of our shareholders have
benefited from our initial investment purchases (which we believe were done at
attractive prices). So we recognize that you are also counting on our ability to make
future purchases at bargain prices when they arise, sell/trim holdings when prospects
aren’t as strong, and to wisely manage the sizing of the individual stocks in the
portfolio to balance risks and opportunities.
We take this responsibility seriously, and we are committed to maintaining a disciplined
long-term focus in managing the Fund.
Final Comments
Thank you for your investment in the Fund. We have high conviction in the Fund’s stocks
and we are invested alongside you. We appreciate your support, and we will continue
to strive to prudently manage your money.
Sincerely yours,
Ryan Batchelor, CFA, CPA
Principal and Portfolio Manager
Clifford Capital Partners, LLC
The fund’s investment objectives, risks, charges and expenses must be considered
carefully before investing. The prospectus contains this and other important information
about the investment company, and it may be obtained by calling (800) 628-4077, or by
going to the Clifford Capital Partners Funds website at www.cliffordcapfunds.com and
clicking on the “Prospectus” link. Read it carefully before investing.
Risks of the Fund
The Fund invests in common stocks, which subjects the Fund and its shareholders
to the risks associated with common stock investing, including the financial risk of
selecting individual companies that do not perform as anticipated. Over time, the
stock markets tend to move in cycles. The value of the Fund’s investments may
increase or decrease more than the stock markets in general.
Investing in the securities of small-cap and mid-cap companies generally involves
substantially greater risk than investing in larger, more established companies.
These companies are typically subject to greater changes in earnings and business
prospects than are larger, more established companies, and may be more vulnerable
7

than larger companies to adverse business or economic developments; the risk exists
that the companies will not succeed; and the prices of the companies’ shares could
dramatically decline in value. Companies with large market capitalizations go in
and out of favor based on various market and economic conditions. Prices of
securities of larger companies tend to be less volatile than companies with smaller
market capitalizations. In exchange for this potentially lower risk, the Fund’s value
may not rise as much as the value of funds that emphasize companies with smaller
market capitalizations.
The Fund is a focused fund and is currently expected to hold stocks of between
only 25 and 35 companies once fully invested. Focusing investments in a small
number of companies may subject the Fund to greater share price volatility and
therefore a greater risk of loss because a single security’s increase or decrease in
value may have a greater impact on the Fund’s value and total return.
Because the Fund invests primarily in value stocks (stocks that the Adviser believes
are undervalued), the Fund’s performance may at times be better or worse than the
performance of stock funds that focus on other types of stock strategies (e.g., growth
stocks), or that have a broader investment style.

8

Important Disclosure Statement
The Fund’s prospectus contains important information about the Fund’s investment objectives,
potential risks, management fees, charges and expenses, and other information and should be read
and considered carefully before investing. The Fund’s past performance does not guarantee future
results. The investment return and principal value of an investment in the Fund will fluctuate so
that an investor’s shares, when redeemed, may be worth more or less than their original cost. You
may obtain a current copy of the Fund’s prospectus by calling 1-800-673-0550. Distributed by
First Dominion Capital Corp., Richmond, VA.
Current performance of the Fund may be lower or higher than the performance quoted. Performance
data current to the most recent month end may be obtained by calling 1-800-673-0550. Information
provided with respect to the Fund’s Portfolio Holdings, Sector Weightings, Number of Holdings
and Expense Ratios are as of September 30, 2017 and are subject to change at any time.
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COMPARISON OF $100,000 INVESTMENT IN
CLIFFORD CAPITAL PARTNERS FUND VS.
THE RUSSELL 3000 VALUE® INDEX
INSTITUTIONAL SHARES
(unaudited)
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Past performance is not predictive of future performance.

$100

Russell 3000 Value® Index

Clifford Capital Partners Fund

Institutional Shares
Total Return
Average Annual Return
One Year Ended
Since Inception
9/30/17
01/31/14 to 09/30/17
Clifford Capital Partners Fund:
Russell 3000 Value® Index:

12.62%
15.53%

12.48%
9.99%

The total return shown does not reflect the deduction of taxes that a shareholder would pay on
Fund distributions or redemption of Fund shares
Past performance is not predictive of future performance.
The Russell 3000 Value® Index is generally considered to be representative of the performance of unmanaged
common stocks that comprise the broad value segment of the U.S. securities markets. You cannot invest
directly in this index. This index does not have an investment advisor and does not pay any commissions,
expenses, or taxes. If this index did pay commissions, expenses, or taxes, its returns would be lower. The
index is not adjusted to reflect expenses that the SEC requires to be reflected in the Fund’s performance.
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COMPARISON OF $10,000 INVESTMENT IN
CLIFFORD CAPITAL PARTNERS FUND VS.
THE RUSSELL 3000 VALUE® INDEX
INVESTOR SHARES
(unaudited)
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$15,271

$14,177
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Past performance is not predictive of future performance.

$10

Russell 3000 Value® Index

Clifford Capital Partners Fund

Investor Shares
Total Return
Average Annual Return
One Year Ended
Since Inception
9/30/20
01/31/14 to 09/30/17
Clifford Capital Partners Fund:
Russell 3000 Value® Index:

12.30%
15.53%

12.24%
9.99%

The total return shown does not reflect the deduction of taxes that a shareholder would pay on
Fund distributions or redemption of Fund shares.
Past performance is not predictive of future performance.
The Russell 3000 Value® Index is generally considered to be representative of the performance of unmanaged
common stocks that comprise the broad value segment of the U.S. securities markets. You cannot invest
directly in this index. This index does not have an investment advisor and does not pay any commissions,
expenses, or taxes. If this index did pay commissions, expenses, or taxes, its returns would be lower. The
index is not adjusted to reflect expenses that the SEC requires to be reflected in the Fund’s performance.
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Percentage of Net Assets

CLIFFORD CAPITAL PARTNERS FUND
PORTFOLIO HOLDINGS, BY SECTOR,
AS PERCENTAGE OF NET ASSETS
AS OF 9/30/2017 (unaudited)
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20%

15%

10%

5%

0%

CLIFFORD CAPITAL PARTNERS FUND
SCHEDULE OF INVESTMENTS
September 30, 2017

Fair
Shares

Value

COMMON STOCKS - 83.23%
CONSUMER DISCRETIONARY - 10.88%
Abercrombie & Fitch Co.
Build-A-Bear Workshop, Inc.*
Target Corp.
Urban Outfitters. Inc.*

22,578
28,490
9,400
12,520

$

326,026
260,684
554,694
299,228
1,440,632

CONSUMER STAPLES - 2.86%
The Proctor & Gamble Co.
Wal-Mart Stores, Inc.

2,296
2,176

208,890
170,033
378,923

ENERGY - 2.13%
Devon Energy Corp.

7,700

282,667

FINANCIALS - 19.86%
American Express Co.
CIT Group Inc.
Community Trust Bancorp, Inc.
CVB Financial Corp.
First Hawaiian, Inc.
Westamerica Bancorporation

6,400
10,855
7,635
15,300
13,500
6,447

578,944
532,438
355,028
369,801
408,915
383,854
2,628,980

HEALTH CARE - 8.66%
Envision Healthcare Corp.*
Johnson & Johnson
Landauer, Inc.
Teva Pharmaceutical Industries Ltd.

4,400
2,109
4,100
22,600

197,780
274,191
275,930
397,760
1,145,661

3,808
4,440
7,219
5,350
6,633
5,552

289,789
516,860
329,042
221,865
351,085
397,634
2,106,275

INDUSTRIALS - 15.91%
C. H. Robinson Worldwide, Inc.
The Dun & Bradstreet Corp.
Fastenal Co.
HNI Corp.
KLX Inc.*
Stericyle, Inc.*
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CLIFFORD CAPITAL PARTNERS FUND
SCHEDULE OF INVESTMENTS – continued
September 30, 2017

Fair
Shares
INFORMATION TECHNOLOGY - 16.38%
Cisco Systems, Inc.
Diebold Nixdorf, Inc.
Dolby Laboratories Inc. - Class A
eBay Inc.*
EVERTEC, Inc.
International Business Machines Corp.
Mastercard Inc. - Class A

8,375
10,818
6,945
12,991
11,800
2,067
1,800

MATERIALS - 3.38%
Compass Minerals International, Inc.
UTILITIES - 3.17%
Exelon Corp.

Value

$

281,651
247,191
399,476
499,634
187,030
299,880
254,160
2,169,022

6,901

447,875

11,138

419,569

TOTAL COMMON STOCKS - 83.23%
(Cost: $9,900,681)

11,019,604

MONEY MARKET FUND - 16.95%
Federated Institutional Prime Obligations Fund
Institutional Class 1.19%**
(Cost: $2,244,223)
TOTAL INVESTMENTS - 100.18%
(Cost: $12,144,904)
Liabilities in excess of other assets -(0.18%)
NET ASSETS - 100.00%

2,243,692

2,244,365

13,263,969
(23,693)
$13,240,276

*Non-Income producing.
** Effective 7 day yield as of September 30, 2017.

See Notes to Financial Statements

14

CLIFFORD CAPITAL PARTNERS FUND
STATEMENT OF ASSETS AND LIABILITIES
September 30, 2017
ASSETS
Investments at fair value (identified cost of $12,144,904) (Note 1)
Receivable for capital stock sold
Dividends and interest receivable

$13,263,969
75
5,473

TOTAL ASSETS

13,269,517

LIABILITIES
Accrued investment management fees
Accrued 12b-1 fees
TOTAL LIABILITIES

29,073
168
29,241

NET ASSETS

$13,240,276

Net Assets Consist of:
Paid-in-capital applicable to 901,650 no par value shares of
beneficial interest outstanding, unlimited shares authorized
Accumulated undistributed net investment income (loss)
Accumulated net realized gain (loss) on investments
Net unrealized appreciation (depreciation) of investments
Net Assets

$11,642,068
79,661
399,482
1,119,065
$13,240,276

NET ASSET VALUE AND REDEMPTION PRICE PER SHARE
Institutional Class Shares:
Net Assets
Shares Outstanding
Net Asset Value

$12,888,631
877,620
$
14.69

Investor Class Shares:
Net Assets
Shares Outstanding
Net Asset Value

$

REDEMPTION PRICE PER SHARE INCLUDING REDEMPTION FEE OF 2%
See Notes to Financial Statements
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$

351,645
24,030
14.63

$

14.34

CLIFFORD CAPITAL PARTNERS FUND
STATEMENT OF OPERATIONS
Year ended September 30, 2017
INVESTMENT INCOME
Dividends
Interest
Total investment income

$ 180,254
15,504
195,758

EXPENSES
Investment management fees (Note 2)
12B-1 and servicing fees Investor Class (Note 2)
Total expenses
Net investment income (loss)
REALIZED AND UNREALIZED GAIN (LOSS) ON INVESTMENTS
Net realized gain (loss) on investments
Net increase (decrease) in unrealized appreciation (depreciation) of investments
Net realized and unrealized gain (loss) on investments
INCREASE (DECREASE) IN NET ASSETS FROM OPERATIONS
See Notes to Financial Statements
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100,006
627
100,633
95,125

679,894
363,273
1,043,167
$1,138,292

CLIFFORD CAPITAL PARTNERS FUND
STATEMENTS OF CHANGES IN NET ASSETS
Year ended
September 30,
2017
Increase (decrease) in Net Assets
OPERATIONS
Net investment income (loss)
Net realized gain (loss) on
investments
Net increase (decrease) in
unrealized appreciation
(depreciation) of investments

$

Increase (decrease) in net
assets from operations
DISTRIBUTIONS TO SHAREHOLDERS
Net investment income
Institutional Class
Investor Class
Net realized gain
Institutional Class
Investor Class

95,125

Period
January 1, 2016 to Year ended
September 30, December 31,
2016(1)
2015

$

(234,167)

363,273

864,181

(307,546)

1,138,292

840,511

(495,404)

–
–

(35,445)
(1,510)

–
–

(34,257)
(1,388)

–

(72,600)

(46,254)

CAPITAL STOCK TRANSACTIONS (NOTE 5)
Shares sold
Institutional Class
11,560,667
Investor Class
96,465
Distributions reinvested
Institutional Class
44,946
Investor Class
1,308
Shares redeemed
Institutional Class
(4,250,602)
Investor Class
(45,129)

911,369
104,538

2,011,419
75,031

–
–

69,702
2,898

(271,318)
–

(1,398,581)
(94,541)

7,407,655

744,589

665,928

8,499,693
4,740,583

1,585,100
3,155,483

97,924
3,057,559

End of period *

$13,240,276

$4,740,583

$3,155,483

* Includes accumulated undistributed
net investment income (loss) of:

$

$

$

NET ASSETS
Increase (decrease) during period
Beginning of period

(1)

46,309

(45,105)

–
–

Increase (decrease) in net assets
from capital stock transactions

$

679,894

(44,946)
(1,308)

Decrease in net assets
from distributions

21,435

79,661

30,790

9,355

On February 18, 2016, the Board of Trustees approved a change to the Fund’s fiscal year end to
September 30.

See Notes to Financial Statements
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CLIFFORD CAPITAL PARTNERS FUND
FINANCIAL HIGHLIGHTS
SELECTED PER SHARE DATA THROUGHOUT EACH PERIOD
Institutional Class
Period
January 1,
Year ended
2016 to
Year ended
September 30, September 30, December 31,
2017
2016(2)
2015
Net asset value,
beginning of period

$ 13.11

$ 10.40

0.12

0.07

0.14

0.13

1.53

2.64

(1.33)

1.92

1.65

2.71

(1.19)

2.05

(0.07)
–

–
–

(0.12)
(0.12)

(0.09)
(0.13)

(0.07)

–

(0.24)

(0.22)

Investment activities
Net investment income
(loss) (1)
Net realized and unrealized
gain (loss) on investments
Total from investment
activities
Distributions
Net investment income
Net realized gain
Total distributions
Net asset value,
end of period
Total Return
Ratios/Supplemental Data
Ratio to average net assets
Expenses, gross
Net investment
income (loss)
Portfolio turnover rate
Net assets, end of
period (000’s)

$ 14.69

$ 13.11

12.62%

$

11.83

Period
January 31,
2014*** to
December 31,
2014

$ 10.40

$

10.00

$ 11.83

26.06%**

(10.04%)

20.51%**

0.90%

0.90%*

0.90%

0.90%*

0.86%
34.07%

0.81%*
24.41%**

1.20%
54.61%

1.30%*
31.91%**

$ 12,889

$ 4,477

$ 3,033

$ 2,894

Annualized
** Not annualized
*** Commencement of operations
(1)
Per share amounts calculated using the average number of shares outstanding throughout the period.
(2)
On February 18, 2016, the Board of Trustees approved a change to the Fund’s fiscal year end to September 30.
*

See Notes to Financial Statements
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CLIFFORD CAPITAL PARTNERS FUND
FINANCIAL HIGHLIGHTS
SELECTED PER SHARE DATA THROUGHOUT EACH PERIOD
Investor Class
Period
January 1,
Year ended
2016 to
Year ended
September 30, September 30, December 31,
2017
2016(2)
2015
Net asset value,
beginning of period

$

Investment activities
Net investment
income (loss)(1)
Net realized and
unrealized gain (loss)
on investments
Total from investment
activities
Distributions
Net investment income
Net realized gain
Total distributions
Net asset value,
end of period
Total Return

$ 10.40

0.09

0.05

0.11

0.13

1.52

2.63

(1.32)

1.91

1.61

2.68

(1.21)

2.04

(0.06)
–

–
–

(0.13)
(0.12)

(0.05)
(0.13)

(0.06)

–

(0.25)

(0.18)

$ 13.08

$

11.86

10.40

$

10.00

$ 11.86

12.30%

25.77%**

(10.22%)

20.42%**

1.10%
0.66%

1.10%*
0.61%*

1.10%
0.98%

1.10%*
1.19%*

34.07%

24.41%**

54.61%

31.91%**

Ratios/Supplemental Data
Ratio to average net assets
Expenses, gross
Net investment income (loss)
Portfolio turnover rate
Net assets, end of
period (000’s)

13.08

$ 14.63

$

Period
January 31,
2014*** to
December 31,
2014

$

352

$

264

$

123

$

164

* Annualized
** Not annualized
*** Commencement of operations
(1)
Per share amounts calculated using the average number of shares outstanding throughout the period.
(2)
On February 18, 2016, the Board of Trustees approved a change to the Fund’s fiscal year end to September 30.

See Notes to Financial Statements
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CLIFFORD CAPITAL PARTNERS FUND
NOTES TO FINANCIAL STATEMENTS
September 30, 2017

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Clifford Capital Partners Fund (the “Fund”) is a series of the World Funds Trust (the
“Trust”), which was organized as a Delaware statutory trust and is registered under
the Investment Company Act of 1940, as amended. The Fund is a diversified open-end
management company and was established in January, 2014 as a series of another
registered investment company (the “predecessor trust”). On February 6, 2016, the
Fund was reorganized from a series of the predecessor trust into the Trust.
On February 18, 2016 the Board of Trustees (the “Board”) of the Trust approved that
the fiscal year end be changed to September 30.
The objective of the Fund is long-term capital appreciation.
The following is a summary of significant accounting policies consistently followed
by the Fund. The policies are in conformity with accounting principles generally
accepted in the United States of America (“GAAP”). The Fund follows the investment
company accounting and reporting guidance of the Financial Accounting Standards
Board (“FASB”) Accounting Standard Codification Topic 946 “Financial Services –
Investment Companies”.
Security Valuation
The Fund’s securities are valued at current market prices. Investments in securities
traded on national securities exchanges or included in the NASDAQ National Market
System are valued at the last reported sales price. Other securities traded in the overthe-counter market and listed securities for which no sales are reported on a given date
are valued at the last reported bid price. Debt securities are valued by appraising them
at prices supplied by a pricing agent approved by the Trust, which prices may reflect
broker-dealer supplied valuations and electronic data processing techniques. Shortterm debt securities (less than 60 days to maturity) are valued at their fair value using
amortized cost. Investments in investment companies and money market funds are
valued at net asset value per share. Other assets for which market prices are not readily
available are valued at their fair value as determined in good faith under procedures
set by the Board. Generally, trading in corporate bonds, U.S. government securities
and money market instruments is substantially completed each day at various times
before the scheduled close of the NYSE. The value of these securities used in computing
the net asset value (“NAV”) is determined as of such times.
The Trust has a policy that contemplates the use of fair value pricing to determine the
NAV per share of the Fund when market prices are unavailable as well as under special
circumstances, such as: (i) if the primary market for a portfolio security suspends or
limits trading or price movements of the security; and (ii) when an event occurs after
the close of the exchange on which a portfolio security is principally traded that is
likely to have changed the value of the security. Since most of the Fund’s investments
are traded on U.S. securities exchanges, it is anticipated that the use of fair value pricing
will be limited.
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NOTES TO FINANCIAL STATEMENTS – continued
September 30, 2017

When the Trust uses fair value pricing to determine the NAV per share of the Fund,
securities will not be priced on the basis of quotations from the primary market in
which they are traded, but rather may be priced by another method that the Board
believes accurately reflects fair value. Any method used will be approved by the Board
and results will be monitored to evaluate accuracy. The Fund’s policy is intended to
result in a calculation of the Fund’s NAV that fairly reflects security values as of the
time of pricing. However, fair values determined pursuant to the Fund’s procedures
may differ from the price that the Fund could obtain for a security if it were to dispose
of that security as of the time of pricing.
Various inputs are used in determining the value of a Fund’s investments. GAAP
established a three-tier hierarchy of inputs to establish a classification of fair value
measurements for disclosure purposes. Level 1 includes quoted prices in active markets
for identical securities. Level 2 includes other significant observable market-based
inputs (including quoted prices for similar securities, interest rates, prepayment speeds,
credit risk, etc.). Level 3 includes significant unobservable inputs (including the Fund’s
own assumptions in determining fair value of investments).
The inputs or methodology used for valuing securities are not necessarily an indication
of the risk associated with investing in those securities.
The following is a summary of the inputs used to value the Fund’s investments as of
September 30, 2017:

Common Stocks
Money Market Fund

Level 1
Quoted
Prices
$11,019,604
2,244,365
$13,263,969

Level 2
Other
Significant
Observable
Inputs
$–
–
$–

Level 3
Significant
Unobservable
Inputs
$–
–
$–

Total
$11,019,604
2,244,365
$13,263,969

Refer to the Fund’s Schedule of Investments for a listing of the securities by security
type and sector.
There were no transfers into or out of any levels during the year ended September 30,
2017. The Fund recognizes transfers between fair value hierarchy levels at the end of
the reporting period. The Fund held no Level 3 securities at any time during the year
ended September 30, 2017.
Security Transactions and Income
Security transactions are accounted for on the trade date. Dividend income is recorded
on the ex-dividend date. Interest income is recorded on an accrual basis. The cost of
securities sold is determined generally on a specific identification basis.
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Accounting Estimates
In preparing financial statements in conformity with GAAP, management makes
estimates and assumptions that affect the reported amounts of assets and liabilities
and the disclosures of contingent assets and liabilities at the date of the financial
statements, as well as the reported amounts of increases and decreases in net assets
from operations during the reporting period. Actual results could differ from those
estimates.
Federal Income Taxes
The Fund intends to continue to comply with the requirements of the Internal Revenue
Code applicable to regulated investment companies and to distribute all of its taxable
income to its shareholders. The Fund also intends to distribute sufficient net investment
income and net capital gains, if any, so that it will not be subject to excise tax on
undistributed income and gains. Therefore, no federal income tax or excise provision
is required. The Fund identifies its major tax jurisdiction as U. S. Federal.
Management has concluded that no liability for unrecognized tax benefits should be
recorded related to uncertain tax positions taken in the Fund’s tax returns. The Fund
has no examinations in progress and management is not aware of any tax positions
for which it is reasonably possible that the total amounts of unrecognized tax benefits
will significantly change in the next twelve months. Interest and penalties, if any,
associated with any federal or state income tax obligations are recorded as income tax
expense when incurred.
Reclassification of Capital Accounts
Certain components of net assets are reclassified relating to permanent differences
between financial and tax reporting. These reclassifications are caused primarily by
differences in the timing of the recognition of certain components of income, expenses
or realized capital gains for federal income tax purposes and have no effect on net
assets or net asset value per share. For the year ended September 30, 2017, there were
no such reclassifications.
Class Net Asset Values and Expenses
All income, expenses not attributable to a particular class, and realized and unrealized
gains, are allocated to each class based on relative net assets on a daily basis for
purposes of determining the net asset value of each class. Each class bears different
distribution expenses. Ratios are calculated by adjusting the expense and net
investment income ratios for the Fund for the entire period for the effect of expenses
applicable for each class. Expenses incurred by the Trust that do not relate to a specific
fund of the Trust are allocated to the individual funds based on each fund’s relative
net assets or another appropriate basis as determined by the Board.
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The Fund currently offers two classes of shares: Investor Class and Institutional Class.
Investor Class shares include a redemption fee of 2% on the proceeds of Investor
Class shares redeemed within 60 days of purchase. Institutional Class shares are not
subject to a redemption fee.

NOTE 2 - INVESTMENT ADVISORY AND DISTRIBUTION AGREEMENTS
AND OTHER TRANSACTIONS WITH AFFILIATES
Under the Investment Advisory Agreement, Clifford Capital Partners, LLC, (the
“Adviser”), at its own expense and without reimbursement from the Trust, furnishes
office space and all necessary office facilities, equipment and executive personnel
necessary for managing the assets of the Fund. Under this Agreement the Adviser pays
the operating expenses of the Fund excluding fees payable under the Advisory
Agreement, brokerage fees and commissions, taxes, interest expense, interest and
dividend expenses on securities sold short, the costs of acquired fund fees and
expenses, 12b-1 fees, shareholder service fees, and extraordinary expenses. For its
services the Adviser receives an investment management fee equal to 0.90% of the
average daily net assets of the Fund. For the year ended September 30, 2017,
management fees earned amounted to $100,006, of which $29,073 was owed to the
Adviser as of September 30, 2017.
The Fund has adopted a Shareholder Services Plan (the “Plan”) for the Investor
Class shares. Pursuant to the Plan, the Fund may compensate Financial Intermediaries
that provide services for shareholders of the Fund. The Plan provides that the Fund
will pay the annual rate of up to 0.20% of the average daily net assets of the Fund’s
Investor Class Shares for activities relating to these services. Such activities may include
the provision of sub-accounting, recordkeeping and/or administrative services,
responding to customer inquiries, and providing information on customer
investments. Because the shareholder services fees are paid out of the Fund’s assets on
an on-going basis, these fees, over time, will increase the cost of your investment and
may cost you more than paying other types of sales charges. The Plan, while primarily
intended to compensate for shareholder services expenses, was adopted pursuant to
Rule 12b-1 under the 1940 Act, and it therefore may be used to pay for certain
expenditures related to financing distribution related activities of the Fund. For the
year ended September 30, 2017, the following fees were incurred:
Class

Type of Plan

Fees Incurred

Investor Class

12b-1

$627

Certain officers of the Trust are also officers of Commonwealth Fund Services, Inc.
(“CFS”). Additionally, John H. Lively of the Law Offices of John H. Lively and
Associates, Inc., a member of The 1940 Act Law GroupTM, serves as legal counsel to the
Trust. John H. Lively, Secretary of the Trust, is the owner of the Law Offices of John H.
Lively and Associates, Inc. Mr. Lively receives no special compensation from the Trust
or the Fund for serving as an officer of the Trust.
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NOTE 3 - INVESTMENTS
The cost of purchases and proceeds from the sales of securities other than short-term
investments for the year ended September 30, 2017, were as follows:
Purchases

Sales

$8,674,672

$3,140,270

NOTE 4 – DISTRIBUTIONS TO SHAREHOLDERS AND TAX COMPONENTS
OF CAPITAL
Distributions from net investment income and realized gains, if any, are recorded on
the ex-dividend date. Income distributions and capital gain distributions are
determined in accordance with income tax regulations, which may differ from GAAP.
The tax character of distributions paid during the year ended September 30, 2017, the
period January 1, 2016 through September 30, 2016 and the year ended December 31,
2015 was as follows:

Distributions paid from:
Ordinary income

Year ended
September 30,
2017

Period
January 1, 2016 to
September 30, 2016

Year ended
December 31, 2015

$46,254

$–

$72,600

As of September 30, 2017, the components of distributable earnings (accumulated loss)
on a tax basis were as follows:
Year ended
September 30, 2017
Accumulated net investment income (loss)
Accumulated net realized gain (loss)
Net unrealized appreciation (depreciation)
on investments

$245,499
267,258
1,085,451
$1,598,208

During the year ended September 30, 2017, the Fund utilized $8,001 of capital loss
carryforward.
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As of September 30, 2017, the cost of securities for Federal Income tax purpose and the
related tax-based net unrealized appreciation (depreciation) consists of:

Cost

Gross
Unrealized
Appreciation

Gross
Unrealized
Depreciation

Total Unrealized
Appreciation
(Depreciation)

$12,178,518

1,595,132

(509,681)

$1,085,451

NOTE 5 –TRANSACTIONS IN SHARES OF BENEFICIAL INTEREST
Capital stock transactions were:
Year ended September 30, 2017
Institutional Class
Shares sold
Shares reinvested
Shares redeemed
Net increase (decrease)

Investor Class

833,934
3,154
(300,959)

6,984
92
(3,208)

536,129

3,868

Period January 1, 2016 to September 30, 2016
Shares sold
Shares reinvested
Shares redeemed
Net increase (decrease)

Institutional Class

Investor Class

76,018
–
(26,010)

8,345
–
–

50,008

8,345

Year ended December 31, 2015
Institutional Class
Shares sold
Shares reinvested
Shares redeemed
Net increase (decrease)

Investor Class

170,900
6,625
(130,576)

6,485
276
(8,762)

46,949

(2,001)

NOTE 6 – SUBSEQUENT EVENTS
Management has evaluated all transactions and events subsequent to the date of the
statement of assets and liabilities through the date on which these financial statements
were issued and has noted no additional items require disclosure.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders of Clifford Capital Partners Fund and
Board of Trustees of World Funds Trust

We have audited the accompanying statement of assets and liabilities, including the
schedule of investments, of Clifford Capital Partners Fund (the “Fund”), a series of
World Funds Trust, as of September 30, 2017, and the related statement of operations
for the year then ended, the statements of changes in net assets for each of the three
periods in the period then ended, and the financial highlights for each of the four
periods in the period then ended. These financial statements and financial highlights
are the responsibility of the Fund’s management. Our responsibility is to express an
opinion on these financial statements and financial highlights based on our audits.
We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements and financial highlights are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. Our procedures included confirmation of securities owned as of
September 30, 2017, by correspondence with the custodian. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements and financial highlights referred to above
present fairly, in all material respects, the financial position of Clifford Capital Partners
Fund as of September 30, 2017, the results of its operations for the year then ended,
the changes in its net assets for each of the three periods in the period then ended, and
the financial highlights for each of the four periods in the period then ended, in
conformity with accounting principles generally accepted in the United States of
America.

COHEN & COMPANY, LTD.
Cleveland, Ohio
November 22, 2017
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SUPPLEMENTAL INFORMATION
WORLD FUNDS TRUST (The “Trust”) (unaudited)
Information pertaining to the trustees and officers of the Trust is set forth below. The names,
addresses and birth years of the trustees and officers of the Trust, together with information as
to their principal occupations during the past five years, are listed below. The Statement of
Additional Information (the “SAI”) includes additional information about the trustees and is
available without charge upon request by calling, toll-free, (800) 673-0550.
Following is a list of the Trustees and executive officers of the Trust and their principal
occupation over the last five years. The mailing address of each Trustee and officer is 8730
Stony Point Parkway, Suite 205, Richmond, VA, 23235, unless otherwise indicated.
NON-INTERESTED TRUSTEES
NAME,
AGE AND
POSITION
WITH THE
TRUST
David J.
Urban
(62)
Trustee

Mary Lou
H. Ivey
(59)
Trustee
Theo H.
Pitt, Jr.
(81)
Trustee

TERM OF
OFFICE
AND
LENGTH
OF TIME
SERVED
Indefinite,
Since
June 2010

PRINCIPAL
OCCUPATION(S)
DURING THE PAST
FIVE YEARS
Dean, Jones College
of Business, Middle
Tennessee State
University since
July 2013; Virginia
Commonwealth
University, Professor
of Marketing from
1989 to 2013.
Indefinite,
Accountant, Harris,
Since
Hardy & Johnstone,
June 2010
P.C., accounting firm,
since 2008.
Indefinite;
Senior Partner,
Since
Community Financial
August 2013 Institutions Consulting
(bank consulting) since
1997 to present.
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NUMBER
OF FUNDS
IN FUND
COMPLEX
OVERSEEN
BY TRUSTEE
51

OTHER
DIRECTORSHIPS
HELD BY
TRUSTEE
None

51

None

51

Independent Trustee
of Gardner Lewis
Investment Trust for
the one series of that
trust; Leeward
Investment Trust for
the one series of that
trust; Hillman
Capital Management
Investment Trust for
the one series of that
trust; and Starboard
Investment Trust for
the 17 series of that
trust; (all registered
investment
companies).

SUPPLEMENTAL INFORMATION – continued
WORLD FUNDS TRUST (The “Trust”) (unaudited)
OFFICERS WHO ARE NOT TRUSTEES
TERM OF
NUMBER
NAME,
OFFICE
OF FUNDS
AGE AND
AND
PRINCIPAL
IN FUND
POSITION(S) LENGTH
OCCUPATION(S)
COMPLEX
WITH THE
OF TIME
DURING THE PAST
OVERSEEN
TRUST
SERVED
FIVE YEARS
BY TRUSTEE
David
Indefinite,
Managing Director of
N/A
Bogaert
Since
Business Development,
(54)
August 2017 Commonwealth Fund
President and
Services, Inc., October
Principal
2013 – present; Senior
Executive
Vice President of
Officer
Business Development
and other positions for
Huntington Asset
Services, Inc. from
1986 to 2013.
Karen M.
Indefinite,
Managing Director of
N/A
Shupe
Since
Fund Operations,
(53)
June 2008
Commonwealth Fund
Treasurer
Services, Inc., 2003 to
and Principal
present.
Financial
Officer
Ann T.
Indefinite,
Director, Fund
N/A
MacDonald
Since
Administration and
(62)
November
Fund Accounting,
Assistant
2015
Commonwealth Fund
Treasurer
Services, Inc.,
2003 to present.
John H.
Indefinite,
Attorney, The Law
N/A
Lively
Since
Offices of
(48)
November
John H. Lively &
Secretary
2013
Associates, Inc.
(law firm), March 2010
to present:
Holly B.
Indefinite,
Managing Director,
N/A
Giangiulio
Since
Corporate Operations,
(54)
November
Commonwealth Fund
Assistant
2015
Services, Inc., January
Secretary
2015 to present,
Corporate
Accounting and
HR Manager
from 2010 to 2015.
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OTHER
DIRECTORSHIPS
HELD BY
TRUSTEE
N/A

N/A

N/A

N/A

N/A
N/A

SUPPLEMENTAL INFORMATION – continued
WORLD FUNDS TRUST (The “Trust”) (unaudited)

NAME,
AGE AND
POSITION(S)
WITH THE
TRUST
Julian G.
Winters
(48)
Chief
Compliance
Officer

TERM OF
OFFICE
AND
PRINCIPAL
LENGTH
OCCUPATION(S)
OF TIME
DURING THE PAST
SERVED
FIVE YEARS
Indefinite,
Managing Member of
Since August Watermark Solutions,
2013.
LLC (investment
compliance and
consulting) since
March 2007.

NUMBER
OF FUNDS
IN FUND
COMPLEX
OVERSEEN
BY TRUSTEE
N/A

OTHER
DIRECTORSHIPS
HELD BY
TRUSTEE
N/A

VOTING PROXIES ON FUND PORTFOLIO SECURITIES
A description of the policies and procedures that the Fund uses to determine how to vote
proxies relating to securities held in the Fund’s portfolio is available, without charge and upon
request, by calling 1-800-637-0550 or on the SEC’s website at www.sec.gov. Information
regarding how the Fund voted proxies relating to portfolio securities during the most recent
twelve months ended June 30 is available on or through the SEC’s website at www.sec.gov.
QUARTERLY PORTFOLIO HOLDINGS
The Fund files with the SEC a complete schedule of its portfolio holdings, as of the close of the
first and third quarters of its fiscal year, on “Form N-Q”. These filings are available, without
charge and upon request, by calling 1-800-637-0550 or on the SEC’s website at www.sec.gov.
The Fund’s Forms N-Q may be reviewed and copied at the SEC’s Public Reference Room in
Washington, D.C. Information on the operation of the Public Reference Room may be obtained
by calling 1-800-SEC-0330.
ADVISORY AGREEMENT RENEWAL
At a meeting held on August 15-16, 2017, the Board reviewed and discussed the renewal of the
Investment Advisory Agreement (“Advisory Agreement”) between the Trust and Clifford
Capital Partners, LLC (“Clifford”) in regard to the Clifford Fund. Legal Counsel (“Counsel”)
noted that the Investment Company Act of 1940, as amended (the “1940 Act”) requires the
approval of the investment advisory agreement between the Trust and its service providers by
a majority of the Independent Trustees. The Board reflected on its discussions regarding the
Advisory Agreement and the manner in which the Clifford Fund was managed with
representatives from Clifford at the Meeting.
Counsel referred the Board to the Meeting Materials, which included, among other things, a memorandum from Counsel addressing the duties of Trustees regarding the renewal of the Advisory
Agreement, a letter from Counsel to Clifford and Clifford’s responses to that letter, a copy of Clifford’s
financial information including a letter of commitment by Clifford’s principals, a fee comparison
analysis for the Clifford Fund and comparable mutual funds, and the Advisory Agreement. Counsel
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discussed with the Trustees the types of information and factors that should be considered by the
Board in order to make an informed decision regarding the approval of the continuation of the
Advisory Agreement, including the following material factors: (i) the nature, extent, and quality of
the services provided by Clifford; (ii) the investment performance of the Clifford Fund; (iii) the costs
of the services to be provided and profits to be realized by Clifford from the relationship with the
Clifford Fund; (iv) the extent to which economies of scale would be realized if the Clifford Fund grew
and whether advisory fee levels reflect those economies of scale for the benefit of the Clifford Fund’s
investors; and (v) Clifford’s practices regarding possible conflicts of interest.
In assessing these factors and reaching its decisions, the Board took into consideration information
furnished for the Board’s review and consideration throughout the year at regular Board meetings, as well as information specifically prepared and/or presented in connection with the annual
renewal process, including information presented to the Board in Clifford’s presentation earlier
in the Meeting such as information regarding the manner in which the Clifford Fund was
managed. The Board requested and/or was provided with information and reports relevant to
the annual renewal of the Advisory Agreement, including: (i) reports regarding the services and
support provided to the Clifford Fund and its shareholders; (ii) quarterly assessments of the
investment performance of the Clifford Fund; (iii) commentary on the reasons for the performance; (iv) presentations by Clifford management addressing the investment philosophy,
investment strategy, personnel and operations utilized in managing the Clifford Fund; (v) compliance reports concerning the Clifford Fund and Clifford; (vi) disclosure information contained
in the registration statement of the Trust and the Form ADV of Clifford; and (vii) the
memorandum from Counsel that summarized the fiduciary duties and responsibilities of the
Board in reviewing and approving the continuation of the Advisory Agreement, including the
material factors set forth above and the types of information included in each factor that should
be considered by the Board in order to make an informed decision.
The Board also requested and received various informational materials including, without
limitation: (i) documents containing information about Clifford, including financial information,
a description of personnel and the services provided to the Clifford Fund, information on
investment advice, performance, summaries of expenses for the Clifford Fund, compliance program, current legal matters, and other general information; (ii) comparative expense and
performance information for other mutual funds with strategies similar to the Clifford Fund;
(iii) the anticipated effect of size on the Clifford Fund’s performance and expenses; and (iv)
benefits to be realized by Clifford from its relationship with the Clifford Fund. The Board did not
identify any particular information that was most relevant to its consideration to approve the
continuation of the Advisory Agreement and each Trustee may have afforded different weight
to the various factors.
In deciding whether to approve the continuation of the Advisory Agreement, the Trustees
considered numerous factors, including:
The nature, extent, and quality of the services to be provided by Clifford.
In this regard, the Board considered the responsibilities of Clifford under the Advisory
Agreement. The Board reviewed the services provided by Clifford to the Clifford Fund including,
without limitation, the process for formulating investment recommendations and assuring
compliance with the Clifford Fund’s investment objectives and limitations; the coordination of
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services for the Clifford Fund among the service providers, and the efforts of Clifford to promote
the Clifford Fund and grow assets. The Board considered: Clifford’s staffing, personnel, and
methods of operating; the education and experience of its personnel; and its compliance programs,
policies and procedures. The Board also considered the financial support that would be provided
by the principals of Clifford. After reviewing the foregoing and further information from Clifford,
the Board concluded that the quality, extent, and nature of the services to be provided by Clifford
was satisfactory and adequate for the Clifford Fund.
Investment Performance of the Clifford Fund and Clifford.
The Trustees compared the performance of the Clifford Fund for various periods ending June 30,
2017 with the performance of the Clifford Fund’s benchmark – the Russell 3000® Value Index.
The Trustees also considered the performance of the Clifford Fund relative to a peer groups and
category identified by Morningstar, Inc. In considering the foregoing, the Trustees reviewed an
analytical report prepared by Morningstar, Inc. The Trustees also considered a variety of other
metrics relating to performance within the analytical report prepared by Morningstar, Inc. The
Trustees also considered specific performance information prepared by Clifford, including
information relating to the performance of the Clifford Fund relative to separately managed
accounts (each a “Composite”) managed by Clifford with investment strategies that are
substantially similar to those utilized by the Clifford Fund. The Trustees generally considered
information that was as of June 30, 2017 although they took into consideration other performance
information that had been provided to them since the previous approvals of the Advisory
Agreement. With respect to the Clifford Fund, the Board noted that Clifford Fund
significantly outperformed its benchmark index for the 1-year and 3-year periods. The Trustees
noted that the Clifford Fund performed above the median for its peer group and category for the
1-year and 3-year periods. The Board considered other summary performance information related
to the category and peer group vis-à-vis the Clifford Fund, including percentile rankings. The
Board considered the foregoing comparative data in light of the investment strategies and
objective of the Clifford Fund, and determined that deviations from benchmark performance and
category and peer medians was to be expected for an actively managed mutual fund. The Trustees
determined that the performance of the Clifford Fund relative to the benchmark and category
and peer group was satisfactory. The Trustees also noted that the performance of the Clifford
Fund was very comparable to the Composite and the Board considered the reasons for differences
in results of the Clifford Fund versus the Composite, which it deemed reasonable. The Board
concluded, based on the foregoing, that the performance of the Clifford Fund was satisfactory.
The costs of services to be provided and profits to be realized by Clifford from the relationship with the
Clifford Fund.
In this regard, the Board considered: the financial condition of Clifford and the level of commitment
to the Clifford Fund by Clifford’s principals, including a letter of support from the firm’s principals;
and the expenses of the Clifford Fund, including the nature and frequency of advisory fee
payments. The Board also considered potential benefits for Clifford in managing the Clifford
Fund. The Board compared the fees and expenses of the Clifford Fund (including the advisory
fee) to other funds comparable to it in terms of the type of fund, the style of investment
management, the size of fund and the nature of the investment strategy and markets invested in,
among other factors. The Board noted that the advisory fee payable to Clifford under the Advisory
Agreement was on the high side of its peers in its Morningstar Category but that the advisory fee

31

SUPPLEMENTAL INFORMATION – continued
WORLD FUNDS TRUST (The “Trust”) (unaudited)
for the Clifford Fund also reflected the obligation of Clifford to assume most of the operational
expenses for the Clifford Fund. The Board noted that when it compared the advisory fee to the
net expense ratio of funds in the Category and the relevant peer group, the fee was comparable
to the Category median and less than the peer group median. The Board determined that the
advisory fees were within an acceptable range in light of the services to be rendered by Clifford.
Following this comparison and upon further consideration and discussion of the foregoing, the
Board concluded that the fees to be paid to Clifford were fair and reasonable.
The extent to which economies of scale would be realized as the Clifford Fund grows and whether advisory
fee levels reflect these economies of scale for the benefit of the Clifford Fund’s investors.
In this regard, the Board considered the Clifford Fund’s fee arrangements with Clifford. The Board
noted that the advisory fee would stay the same as asset levels increased, although it noted that
Clifford was obligated to pay certain of the Clifford Fund’s operating expenses which had the
effect of limiting the overall fees paid by the Clifford Fund, which had a similar effect to breakpoints
in that it would keep the Clifford Fund’s overall expenses effectively capped. Following further
discussion of the Clifford Fund’s projected asset levels, expectations for growth, and levels of fees,
the Board determined that the Clifford Fund’s fee arrangement with Clifford was fair and
reasonable in relation to the nature and quality of the services to be provided by Clifford.
Possible conflicts of interest and other benefits.
In evaluating the possibility for conflicts of interest, the Board considered such matters as: the experience and ability of the advisory personnel assigned to the Clifford Fund; the basis of decisions to
buy or sell securities for the Clifford Fund; the method for bunching of portfolio securities transactions; the substance and administration of Clifford’s Code of Ethics and other relevant policies
described in Clifford’s Form ADV. The Board also considered other benefits to Clifford that could
be derived from managing the Clifford Fund and noted the ability of Clifford to place small accounts
in the Clifford Fund, and the appeal that a mutual fund versus separate account management may
have to certain distribution channels. It was noted that Clifford does not engage in soft dollars or
commission recapture programs. Following further consideration and discussion, the Board indicated
that Clifford’s standards and practices relating to the identification and mitigation of potential
conflicts of interest, as well as the benefits to be derived by Clifford from managing the Clifford Fund
were satisfactory.
After additional consideration of the factors delineated in the memorandum provided by Counsel
and further discussion among the Board members, the Board determined that the compensation
payable under the Advisory Agreement, was fair, reasonable and within a range of what could
have been negotiated at arms-length in light of all the surrounding circumstances, and they
resolved to approve the Advisory Agreement for another one-year period.
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Fund Expenses Example
As a shareholder of the Fund, you incur two types of costs: (1) transaction costs,
including redemption fees and (2) ongoing costs, including management fees,
distributions (12b-1) fees and other Fund expenses. This example is intended to help
you understand your ongoing costs (in dollars) of investing in the Fund and to
compare these costs with the ongoing costs of investing in other mutual funds. The
example is based on an investment of $1,000 invested at the beginning of the six
months, April 1, 2017, and held for the six months ended September 30, 2017.
Actual Expenses Example
The first line of the table below provides information about actual account values
and actual expenses. You may use the information in this line, together with the
amount you invested, to estimate the expenses that you paid over the period. Simply
divide your account value by $1,000 (for example, an $8,600 account value divided
by $1,000 = 8.6), then multiply the result by the number in the first line under the
heading entitled “Expenses Paid During the Period” to estimate the expenses you
paid on your account during this period.
Hypothetical Example for Comparison Purposes
The second line of the table below provides information about hypothetical account
values and hypothetical expenses based on the Fund’s actual expense ratio and an
assumed rate of return of 5% per year before expenses, which is not the Fund’s actual
return. The hypothetical account values and expenses may not be used to estimate
the actual ending account balance or expenses you paid for the period. You may use
this information to compare the ongoing costs of investing in the Fund and other
funds. To do so, compare this 5% hypothetical example with the 5% hypothetical
examples that appear in the shareholder reports of the other funds.
Please note that the expenses shown in the table are meant to highlight your ongoing
costs only and do not reflect any transactional costs, such as sales charges (loads).
Therefore, the second line of the table is useful in comparing ongoing costs only, and
will not help you determine the relative total costs of owning different funds. In
addition, if these transactional costs were included, your costs would have been
higher.
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Beginning
Account Value
4/1/17

Ending
Account Value
9/30/17

Annualized
Expense
Ratio

Expenses
Paid During
Period* Ended
9/30/17

$1,000

$1,035.97

0.90%

$4.58

$1,000

$1,020.50

0.90%

$4.55

$1,000

$1,033.92

1.10%

$5.59

$1,000

$1,019.50

1.10%

$5.55

Institutional Class
Actual
Institutional Class
Hypothetical**
Investor Class
Actual
Investor Class
Hypothetical**

* Expenses are equal to the Fund’s annualized expense ratio, multiplied by the average account value for the
period, multiplied by 183 days in the most recent period divided by 365 days in the current year.
** 5% return before expenses
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