
  
        

                        

THE MERGER FUND VL
(MERVX)

100 Summit Lake Drive
Valhalla, New York 10595

This Prospectus includes information you should
know about the Fund before you invest. Please
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FUND SUMMARY
Investment Objective: The Merger Fund VL (the “Fund”) seeks to
achieve capital growth by engaging in merger arbitrage.

Fees and Expenses of the Fund: The tables below describe the fees and
expenses that you may pay if you buy, hold, and sell shares of the Fund.
You may pay other fees, such as brokerage commissions and other fees to
financial intermediaries, which are not reflected in the tables and example
below. These figures do not reflect any fees or charges imposed by
participating life insurance companies under their variable annuity and
variable life insurance contracts (“Contracts”).
Shareholder Fees
(fees paid directly from your investment)

Maximum Sales Charge (Load) Imposed on Purchases 
(as a percentage of offering price) . . . . . . . . . . . . . . . . . . . . . . . . . . . . None

Maximum Deferred Sales Charge (Load) 
(as a percentage of offering price) . . . . . . . . . . . . . . . . . . . . . . . . . . . . None

Maximum Sales Charge (Load) Imposed on Reinvested Dividends 
and Other Distributions (as a percentage of offering price) . . . . . . . . . None

Redemption Fee (as a percentage of amount redeemed) . . . . . . . . . . . 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. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.25%
Distribution and Service (12b-1) Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . None
Total Other Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.66%

Dividend Expense on Short Positions
and Borrowing Expense on Securities Sold Short . . . . . . . 0.06%

Remaining Other Expenses . . . . . . . . . . . . . . . . . . . . . . . . . 0.60%
Acquired Fund Fees and Expenses(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.04%
Total Annual Fund Operating Expenses 
Before Expense Reimbursement(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.95%

Fee Waiver and/or Expense Reimbursement(2) . . . . . . . . . . . . . . . . . . . . (0.45)%
Total Annual Fund Operating Expenses 
After Expense Reimbursement(2). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.50%

(1) Acquired Fund Fees and Expenses are the indirect costs of investing in other investment
companies. The operating expenses in this fee table may 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, not the indirect costs of investing in other investment companies.

(2) The Adviser has contractually agreed to waive all or a portion of its management fee and, if
necessary, to bear certain other expenses (to the extent permitted by the Internal Revenue
Code of 1986, as amended, but not including brokerage commissions, short dividends,
interest expense, taxes, acquired fund fees and expenses or extraordinary expenses)
associated with operating the Fund to the extent necessary to limit the annualized expenses
of the Fund to 1.40% of the Fund’s average daily net assets. This expense limitation
agreement will apply until April 30, 2022, unless it is terminated at an earlier time by the
Board of Trustees. The Adviser may recapture some or all of the amounts it waives or absorbs
on behalf of the Fund at any time within three years of the end of the fiscal year in which the
fee was reduced or waived or the expense was borne provided that doing so would not cause
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the Fund’s operating expenses for that year, excluding brokerage commissions, short
dividends, interest expense, taxes, acquired fund fees and expenses or extraordinary
expenses, to exceed 1.40% or be inconsistent with the terms of any expense limitation
agreement in effect at the time of recoupment.

Example: The Example below is intended to help you compare the cost of
investing in the Fund with the cost of investing in other mutual funds. The
Example does not include fees and charges that you may be assessed under
your separate Contracts. If these fees and charges were included, your costs
would be higher. 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.
Only the first year of each period in the Example takes into account the
expense limitation described above. 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
$153 $569 $1,011 $2,239

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. These costs, which are not reflected in the Annual Fund Operating
Expenses table above or in the Example, affect the Fund’s performance.
During the fiscal year ended December 31, 2020, the Fund’s portfolio
turnover rate was 189% of the average value of its portfolio.
Principal Investment Strategies: Under normal market conditions, the
Fund invests at least 80% of its total assets principally in equity securities
of companies which are involved in publicly announced mergers,
takeovers, tender offers, leveraged buyouts, spin-offs, liquidations and
other corporate reorganizations. Merger arbitrage is a highly specialized
investment approach generally designed to profit from the successful
completion of such transactions. Although a variety of strategies may be
employed depending upon the nature of the reorganizations selected for
investment, the simplest form of merger-arbitrage activity involves
purchasing the shares of an announced acquisition target at a discount to
their expected value upon completion of the acquisition. The size of this
discount, known as the arbitrage “spread,” may represent the Fund’s
potential profit on such an investment. Because Westchester Capital
Management, LLC (the “Adviser”) typically seeks to profit from the
“spread” described above upon the completion of a merger, takeover or
other reorganization rather than the performance of the market overall or
any one issuer, the Adviser believes the merger-arbitrage strategy is
designed to provide performance that normally has relatively low
correlation with the performance of stock markets.

The Fund may employ a variety of hedging strategies to seek to
protect against issuer-related risk or other risks, including selling short the
securities of the company that proposes to acquire the acquisition target
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and/or the purchase and sale of put and call options. (To sell a security
short, the Fund may borrow the security from a broker or other
counterparty and sell it to a third party. The Fund is obligated to return
the same number of securities it borrowed from the broker back to the
broker at a later date to close out the short position, at which point in
time those securities may have a value that is greater or lesser than the
price at which the short sale was established.) In addition, the Fund may
enter into derivative transactions and purchase or sell other instruments of
any kind for similar or other hedging purposes, duration management or
volatility management purposes, or otherwise to gain, or reduce, long or
short exposure to one or more asset classes or issuers. For example, the
Adviser may seek to hedge the Fund’s portfolio against a decline in the
values of its portfolio securities or a decline in the market generally by
purchasing put options or other derivative investments.

The Fund may invest significantly in the common stock of and other
interests (e.g., warrants) in special purpose acquisition companies or similar
special purpose entities that pool funds to seek potential acquisition
opportunities (collectively, “SPACs”). An SPAC investment typically
represents an investment in a special purpose vehicle that seeks to identify
and effect an acquisition of, or merger with, an operating company in a
particular industry or sector. During the period when management of the
SPAC seeks to identify a potential acquisition or merger target, typically
most of the capital raised for that purpose (less a portion retained to cover
expenses) is invested in income-producing investments. The Fund may
invest in SPACs for a variety of investment purposes, including to achieve
income. Some SPACs provide the opportunity for common shareholders to
have some or all of their shares redeemed by the SPAC at or around the
time a proposed merger or acquisition is expected to occur. The Fund may
sell its investments in SPACs at any time, including before, at or after the
time of a merger or acquisition.

The Fund may also invest in various types of corporate debt obligations,
including defaulted securities and obligations of distressed issuers, as part of
its merger-arbitrage strategy or for other investment purposes.

In pursuing the Fund’s investment objective and strategies, the Fund may
invest in U.S. and foreign securities without limit and may invest in companies
of any market capitalization. The Fund engages in active trading and may
invest a portion of its assets to seek short-term capital appreciation.

The Fund may invest in other investment companies, including
exchange-traded funds (“ETFs”), closed-end funds and open-end mutual
funds, among others. To the extent that the Fund invests in shares of
another investment company or ETF, the Fund bears its proportionate share
of the expenses of the underlying investment company or ETF and is subject
to the risks of the underlying investment company’s or ETF’s investments.

In making merger-arbitrage investments for the Fund, the Adviser is
generally guided by the following considerations:

3

  
         

                        



• securities are purchased only after a reorganization is announced or
when one or more publicly disclosed events point toward the
possibility of some type of merger or other significant corporate
event within a reasonable period of time;

• before an initial position is established, a preliminary analysis is
made of the expected transaction to determine the probability and
timing of a successful completion;

• in deciding whether or to what extent to invest, the Adviser
evaluates, among other things, the credibility, strategic motivation
and financial resources of the participants, and the liquidity of the
securities involved in the transaction;

• the risk-reward characteristics of each arbitrage position are
assessed on an ongoing basis, and the Fund’s holdings may be
adjusted at any time; and

• the Adviser may invest the Fund’s assets in both negotiated, or
“friendly,” reorganizations and non-negotiated, or “hostile,”
takeover attempts, but in either case the Adviser’s primary
considerations include the Adviser’s assessments of the likelihood
that the transaction will be successfully completed and the
investment’s risk-adjusted profile.

The Adviser may sell securities at any time, including if the Adviser’s
evaluation of the risk/reward ratio is no longer favorable. The Fund may
hold a significant portion of its assets in cash, money market investments,
money market funds or other similar short-term investments for defensive
purposes, to preserve the Fund’s ability to capitalize quickly on new
market opportunities or for other reasons, such as because the Adviser has
determined to obtain investment exposure through derivative instruments
instead of direct cash investments. The Fund may also hold a significant
amount of cash or short-term investments immediately after the closing of
a number of transactions in which it has invested; this could occur at any
time, including at calendar quarter or year ends. During periods when the
Fund is so invested, its investment returns may be lower than if it were not
so invested, and the Fund may not achieve its investment objective.

Principal Risks:  You could lose money by investing in the Fund.
Although the Fund will strive to meet its investment objective, there is no
assurance that it will do so. Many factors affect the Fund’s net asset value
(“NAV”) and performance, including the following:

Merger-Arbitrage and Event-Driven Risk – Merger-arbitrage and event-
driven investing involves the risk that the Adviser’s evaluation of the
outcome of a proposed event, whether it be a merger, reorganization,
regulatory issue or other event, will prove incorrect and that the Fund’s
return on the investment will be negative. Even if the Adviser’s judgment
regarding the likelihood of a specific outcome proves correct, the expected
event may be delayed or completed on terms other than those originally
proposed, which may cause the Fund to lose money or fail to achieve a
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desired rate of return. The Fund expects to employ strategies that are not
designed to benefit from general market appreciation or improved
economic conditions in the global economy. Accordingly, the Fund has
historically underperformed the broad equity markets under certain market
conditions, such as some periods when there has been rapid appreciation in
the equity markets, and may continue to do so in the future.

Hedging Transactions Risk – The success of the Fund’s hedging strategy,
if used, will be subject to, among other things, the Adviser’s ability to
correctly assess the degree of correlation between the performance of the
instruments used in the hedging strategy and the performance of the
investments in the portfolio being hedged. Hedging transactions involve
the risk of imperfect correlation. Imperfect correlation may prevent the
Fund from achieving the intended hedge or expose the Fund to risk of
loss. Hedging transactions also limit the opportunity for gain if the value
of a hedged portfolio position should increase. There can be no assurance
that any hedging transactions will serve their intended purpose or limit
the Fund’s exposure to risk or investment losses.

Management Risk – The Fund is subject to management risk because it is
an actively managed investment portfolio. The Adviser will apply its
investment techniques and risk analyses in making investment decisions
for the Fund, but there is no guarantee that its decisions will produce the
intended result or that its evaluation of the likelihood that a specific
merger, reorganization or other event will be completed as expected will
prove correct. The success of any strategy employed by the Adviser will
depend upon, among other things, the Adviser’s skill in evaluating the
likelihood of the successful completion of a particular catalyst or a related
event. The Adviser or the Fund’s service providers may experience
disruptions or operating errors that could adversely affect the Fund’s
operations and performance.

Portfolio Turnover Risk – The frequency of the Fund’s transactions will vary
from year to year, though merger-arbitrage portfolios typically have
higher turnover rates than portfolios of typical long-only funds. Increased
portfolio turnover will result in higher brokerage commissions, dealer
mark-ups and other transaction costs. Higher costs associated with
increased portfolio turnover reduce the Fund’s performance. The Fund
normally expects to engage in active and frequent trading and expects to
have a high rate (over 100%) of portfolio turnover.
Derivatives Risk – Derivatives, such as options, swaps, futures and forward
contracts, may not produce the desired investment results because, for
example, they are not perfect substitutes for the underlying securities,
indices or currencies from which they are derived. Derivatives also may
create leverage which will amplify the effect of their performance on the
Fund and may produce significant losses.

Derivatives involve special risks, including: (1) the risk that interest
rates, securities prices and currency markets will not move in the direction
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that a portfolio manager anticipates; (2) imperfect correlation between
the price of derivative instruments and movements in the prices of the
securities, interest rates or currencies being hedged; (3) the fact that skills
needed to use these strategies are different than those needed to select
portfolio securities; (4) the possible absence of a liquid secondary market
for any particular instrument and possible exchange imposed price
fluctuation limits, either of which may make it difficult or impossible to
close out a position when desired; (5) the risk that adverse price
movements in an instrument can result in a loss substantially greater than
the Fund’s initial investment in that instrument (in some cases, the
potential loss is unlimited); (6) particularly in the case of privately-
negotiated instruments, the risk that the counterparty will not perform its
obligations, or that penalties could be incurred for positions held less than
the required minimum holding period; and (7) the inability to close out
certain positions to avoid losses, exposing the Fund to greater potential
risk of loss. In addition, the use of derivatives for non-hedging purposes
may be considered a speculative practice and may present an even
greater risk of loss than when used for hedging purposes. There is the
possibility that derivative strategies will not be used or that ineffective
implementation of derivative strategies or unusual market conditions
could result in significant losses to the Fund.
Foreign Investing Risk – Investing in securities of foreign companies or ETFs
which invest in securities of foreign companies, may involve more risks than
investing in securities of U.S. companies and such investments may entail
political, cultural, regulatory, legal and tax risks different from those
associated with comparable transactions in the United States. These risks
can increase the potential for losses in the Fund and may include, among
others, currency devaluations, currency risks (fluctuations in currency
exchange rates), country risks (political, diplomatic, regional conflicts,
terrorism, war, social and economic instability and policies that have the
effect of limiting or restricting foreign investment or the movement of
assets) as well as different trading and settlement practices, less government
supervision, less publicly available information, limited trading markets and
greater volatility than comparable investments in U.S. companies.

In addition, issuers of non-U.S. securities (particularly those tied
economically to emerging countries) often are not subject to as much
regulation as U.S. issuers, and the reporting, accounting, custody, and
auditing standards to which those issuers are subject often are not as
rigorous as U.S. standards. Further, investments in securities denominated
or companies receiving revenues in foreign currencies are subject to the
risk that those currencies will decline in value relative to the U.S. dollar.
A decline in the values of foreign currencies relative to the U.S. dollar will
reduce the values of securities held by the Fund and denominated in
those currencies.
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Debt Securities Risk – Debt securities may fluctuate in value and experience
periods of reduced liquidity due to, among other things, changes in interest
rates, governmental intervention, general economic conditions, industry
fundamentals, market sentiment and the financial condition of the issuer,
including the issuer’s credit rating or financial performance. During those
periods, the Fund may experience high levels of shareholder redemptions,
and may have to sell securities at times when it would otherwise not do so,
and at unfavorable prices. Debt securities may be difficult to value during
such periods. Debt securities generally trade in the over-the-counter market
and can be less liquid than other types of investments, particularly during
adverse market and economic conditions.

Debt securities are subject to interest rate risk, which is the risk that
when interest rates rise, the values of fixed income debt securities tend to
decline. Debt securities have varying levels of sensitivity to changes in
interest rates, and the values of securities with longer durations tend to be
more sensitive to changes in interest rates. Debt securities are subject to
the risk that if interest rates decline, issuers of debt securities may
exercise redemption or call provisions. This may force the Fund to reinvest
redemption or call proceeds in securities with lower yields, which may
reduce Fund performance. Debt securities are also subject to credit risk,
which is the risk that the issuer of an instrument may default on interest
and/or principal payments due to the Fund. An increase in credit risk or a
default will cause the value of the Fund’s fixed and floating rate income
securities to decline. Securities rated below-investment-grade (and
unrated securities of comparable credit quality), commonly referred to as
“high-yield” or “junk” bonds, have speculative characteristics and
generally have more credit risk than higher-rated securities. Lower rated
issuers are more likely to default and their securities could become
worthless. Below-investment-grade securities are also subject to greater
price volatility than investment grade securities. In addition, investments
in defaulted securities and obligations of distressed issuers, such as issuers
undergoing or expected to undergo bankruptcy, may be illiquid and are
considered highly speculative.

The market value of convertible debt securities will also be affected by
changes in the price of the underlying equity securities. Convertible
securities generally offer lower interest or dividend yields than non-
convertible securities of similar quality. Because convertible securities are
higher in the firm’s capital structure than equity, convertible securities are
generally not as risky as the equity securities of the same issuer. However,
convertible securities may gain or lose value due to changes in interest
rates and other general economic conditions, industry fundamentals,
market sentiment and changes in the issuer’s operating results and credit
ratings. The market values of debt securities issued by companies
involved in pending corporate mergers, takeovers or other corporate
events, or debt securities that will be repaid in connection with a merger,
takeover or other corporate event, may be determined in large part by
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the status of the transaction and its eventual outcome, especially if the
debt securities are subject to change of control provisions that entitle the
holder to be paid par value or some other specified dollar amount upon
completion of a transaction or other event.

Leveraging Risk – If the Fund employs leverage, such as borrowing money
to purchase securities, engaging in reverse repurchase agreements, lending
portfolio securities and investing in derivative instruments, the value of the
Fund’s shares could be expected to be more volatile. Unless profits and
income on securities acquired with leverage exceed the costs of the
leverage, the use of leverage will diminish the investment performance of
the Fund compared with what it would have been without leverage, and
the use of leverage will cause any losses the Fund incurs to be greater than
they otherwise would have been had the Fund not employed leverage.

Liquidity Risk – Liquidity risk is the risk that the Fund may invest in
securities that trade in lower volumes and may be less liquid than other
investments or that the Fund’s investments may become less liquid in
response to market developments or adverse investor perceptions. Some
securities may have few market-makers and low trading volume, which
tend to increase transaction costs and may make it impossible for the
Fund to dispose of a security position at all or at a price which the Adviser
believes represents current or fair market value.

Short Selling Risk – Generally, to the extent the price of a security sold
short increases between the time of the short sale and the time the Fund
covers its short position, the Fund will incur a loss. The amount of a
potential loss on an uncovered short sale transaction is theoretically
unlimited. Also, the Fund is required to deposit collateral in connection
with such short sales and has to pay a fee to borrow particular securities
and will often be obligated to pay to the lender of the security amounts
equal to any dividends and accrued interest on the borrowed securities
during the period of the short sale. Short sales are also subject to many of
the risks described herein under “Derivatives Risk”.

Options Risk – The Fund may engage in a variety of options transactions.
When the Fund purchases options, it risks the loss of the cash paid for the
options if the options expire unexercised. When the Fund sells (writes)
covered call options, it forgoes the opportunity to benefit from an
increase in the value of the underlying stock above the exercise price, but
it continues to bear the risk of a decline in the value of the underlying
stock. In addition, the Fund may earn premiums from writing call options.

Market Risk – Investment markets can be volatile. Various market risks can
affect the price or liquidity of an issuer’s securities in which the Fund may
invest. The prices of investments can fall rapidly in response to
developments affecting a specific company or industry, or to changing
economic, political, demographic, or market conditions. From time to
time, the Fund may invest a significant portion of its assets in companies in
one or more related industries or sectors, which would make the Fund
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more vulnerable to adverse developments affecting those industries or
sectors. No hedging or other instrument exists that would allow the Fund
to eliminate all of the Fund’s exposure to market volatility. During periods
of significant market stress or volatility, the performance of the Fund may
correlate to a greater extent with the overall equity markets than it has
during periods of less stress and volatility. There can be no assurance that
the Fund’s performance will not correlate closely with that of the equity
markets during certain periods, such as periods of significant market stress.
The Fund’s investments may decline in value if markets perform poorly.

Limited Distribution Risk – The Fund’s shares may be offered only through
a limited number of separate accounts of insurance companies. As a
result, the Fund may not attract sufficient assets to achieve or maximize
investment and operational efficiencies. If the Fund fails to achieve
sufficient scale, it may be liquidated.

Legal and Regulatory Risk – Legal, tax and regulatory changes could occur
and may adversely affect the Fund, its investments and its ability to pursue
its investment strategies and/or increase the costs of implementing such
strategies. New (or revised) laws or regulations may be imposed by the
U.S. Commodity Futures Trading Commission (“CFTC”), the Securities
and Exchange Commission (“SEC”), the Internal Revenue Service (“IRS”),
the Federal Trade Commission (“FTC”), the U.S. Federal Reserve or other
domestic or foreign governmental regulatory authorities or self-regulatory
organizations that could adversely affect the Fund. The Fund also may be
adversely affected by changes in the enforcement or interpretation of
existing statutes and rules by governmental regulatory authorities or self-
regulatory organizations, such as statutes and regulations governing
mergers, takeovers or potential monopolies. Regulators around the globe
have increasingly taken measures to seek to increase the stability of the
financial markets, including by adopting rules that may curtail the Fund’s
ability to use derivative and other instruments and that may require the
Fund to change how it has been managed historically. The Adviser
continues to evaluate these measures, and there can be no assurance that
they will not adversely affect the Fund and its performance.

SPAC Risk – The Fund may invest in stock of, warrants to purchase stock of,
and other interests in special purpose acquisition companies or similar
special purpose entities that pool funds to seek potential acquisition
opportunities (collectively, “SPACs”). Because SPACs and similar entities
have no operating history or ongoing business other than seeking
acquisitions, the value of their securities is particularly dependent on the
ability of the entity’s management to identify and complete a profitable
acquisition. Some SPACs may pursue acquisitions only within certain
industries or regions, which may increase the volatility of their prices. In
addition, these securities, which may be traded in the over-the-counter
market, may be considered illiquid and/or may be subject to restrictions on
resale. An investment in an SPAC is subject a variety of risks, including that
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(i) a significant portion of the monies raised by the SPAC for the purpose of
identifying and effecting an acquisition or merger may be expended during
the search for a target transaction; (ii) an attractive acquisition or merger
target may not be identified at all and the SPAC will be required to return
any remaining monies to shareholders; (iii) any proposed merger or
acquisition may be unable to obtain the requisite approval, if any, of SPAC
shareholders; (iv) an acquisition or merger once effected may prove
unsuccessful and an investment in the SPAC may lose value; (v) the warrants
or other rights with respect to the SPAC held by the Fund may expire
worthless or may be repurchased or retired by the SPAC at an unfavorable
price; (vi) the Fund will be delayed in receiving any redemption or
liquidation proceeds from a SPAC to which it is entitled; (vii) an investment
in an SPAC may be diluted by additional later offerings of interests in the
SPAC or by other investors exercising existing rights to purchase shares of
the SPAC; (viii) no or only a thinly traded market for shares of or interests in
an SPAC may develop, leaving the Fund unable to sell its interest in an
SPAC or to sell its interest only at a price below what the Fund believes is
the SPAC interest’s intrinsic value; (ix) the values of investments in SPACs
may be highly volatile, the Fund may have little or no ability to hedge its
exposure to a SPAC investment, and the value of a SPAC investment may
depreciate significantly; (x) an investment in a SPAC may include potential
conflicts and potential for misalignment of incentives in the structure of the
SPAC; and (xi) the growth in SPAC offerings may increase competition for
target companies and, as a result, contribute to a decline in deal quality.

Counterparty Risk – A significant risk in certain transactions, such as two-
party derivative instruments, securities loans and repurchase agreements,
is the creditworthiness of the counterparty because the integrity of the
transaction depends on the willingness and ability of the counterparty to
meet its contractual obligations. Accordingly, such transactions involve
the risk that the Fund will be delayed in or prevented from obtaining
payments owed to it. If a counterparty fails to meet its contractual
obligations, files for bankruptcy, or otherwise experiences a business
interruption, the Fund could, be delayed in or prevented from obtaining
payments owed to it, miss investment opportunities or otherwise hold
investments it would prefer to sell, resulting in losses for the Fund.
Counterparty risk is heightened during unusually adverse market
conditions. The use of a central clearing party for certain investments is
intended to decrease counterparty risk but will not make these
transactions risk free and may increase the overall costs associated with
the transaction or involve other risks.

Operational Risk – In addition to the risks associated with the Adviser’s
implementation of the Fund’s investment program, the Fund also is
subject to operational risk associated with the provision of investment
management and other services to the Fund by the Adviser and the
Fund’s other service providers. Operational risk includes the risk that
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deficiencies in the Adviser’s internal systems (including communications
and information systems) or controls, or in those of a service provider,
including those to whom the Adviser has contractually delegated certain
of its responsibilities, may cause losses for the Fund or hinder Fund
operations. Operational risk results from inadequate procedures and
controls, employee fraud, recordkeeping error, human error, and system
failures by the Adviser or a service provider. For example, trading delays
or errors caused by the Adviser prevent the Fund from purchasing a
security that the Adviser expects will appreciate in value, thus reducing
the Fund’s opportunity to benefit from the security’s appreciation. The
Adviser is generally not contractually liable to the Fund for operational
losses associated with operational risk. 

Lower-Rated Securities Risk – Securities rated below investment-grade
(and unrated securities of comparable credit quality), commonly referred
to as “high-yield” or “junk” bonds, have speculative characteristics and
generally have more credit risk than higher-rated securities. Companies
issuing high-yield fixed-income securities are not as strong financially as
those issuing securities with higher credit ratings and are more likely to
encounter financial difficulties.  Lower rated issuers are more likely to
default and their securities could become worthless.

Other Risks – Certain portfolio management techniques may be
considered senior securities unless steps are taken to segregate the
Fund’s assets or otherwise cover its obligations. To avoid having these
instruments considered senior securities, the Fund intends to segregate
liquid assets with a value equal (on a daily mark-to-market basis) to its
obligations under these types of transactions, enter into offsetting
transactions or otherwise cover such transactions. To the extent the
Fund’s assets are segregated or committed as cover, it could limit the
Fund’s investment flexibility. Segregating assets and covering positions
will not limit or offset losses.

Annual Total Returns: The information in the bar chart and table shown
below provides some indication of the risks of investing in the Fund. The
bar chart shows changes in the Fund’s performance from year to year over
a ten-year period. The table following the bar chart shows how the Fund’s
average annual returns for the 1-, 5- and 10-year and since inception
periods compared with those of the ICE BofA Merrill Lynch 3-Month U.S.
Treasury Bill Index.

Performance data included herein for periods prior to 2011 reflect
that of Westchester Capital Management, Inc., the Fund’s prior
investment adviser. Messrs. Behren and Shannon, the Fund’s current
portfolio managers, have served as co-portfolio managers of the Fund
since January 2007. The performance results herein reflect the
reinvestment of all dividends and distributions.

The Fund’s past performance is not necessarily an indication of how
the Fund will perform in the future.
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Total return as of 12/31 for each year

During the period shown in the above chart, the highest quarterly
return was 4.63% (for the quarter ended December 31, 2020) and the
lowest quarterly return was -5.60% (for the quarter ended September 30,
2011). The above chart does not reflect fees and expenses incurred under
Contracts; if they were reflected, the returns in this chart would be lower.
For a portion of the periods, the Fund had expense limitations, without
which returns would have been lower.
Average Annual Total Returns 
for the Periods Ended December 31, 2020

Since
Inception

1 Year 5 Years 10 Years (5/26/04)
The Merger Fund VL Return 7.38% 5.11% 3.31% 4.95%
ICE BofA Merrill Lynch 
3-Month U.S. Treasury Bill
Index (reflects no deduction 
for fees and expenses) 0.67% 1.20% 0.64% 1.35%

Investment Adviser: Westchester Capital Management, LLC.
Portfolio Managers: Mr. Roy D. Behren and Mr. Michael T. Shannon have
served as co-portfolio managers of the Fund since January 2007. Mr. Behren
is Co-Manager and Co-President of the Adviser and Co-President, Treasurer
and a Trustee of the Fund. Mr. Shannon is Co-Manager and Co-President of
the Adviser and Co-President and a Trustee of the Fund.
Purchase and Sale of Fund Shares: Currently, shares of the Fund are not
sold to the general public. Fund shares are offered for purchase by
separate accounts to serve as an investment medium for Contracts issued
by participating insurance companies. Investors in the Contracts should
consult their Contract prospectus for additional information. The price at
which a purchase or redemption is effected is based on the next
calculation of NAV after an order for purchase or redemption is received
in good order by the Fund. The Fund may suspend redemptions, if
permitted by the Investment Company Act of 1940, as amended (the

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
-5%

0%

5%

10%

15%

0.87%

2.52%
3.88%

1.37%

-0.90%
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6.17%

7.38%
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“1940 Act”), for any period during which the New York Stock Exchange
(“NYSE”) is closed for a holiday or is otherwise scheduled to be closed.
Redemptions may also be suspended during other periods permitted by
the SEC for the protection of the Fund’s shareholders. The redemption
price may be more or less than the shareholder’s cost.
Tax Information: The Fund normally distributes its net investment
income, qualified dividend income and net realized capital gains, if any,
to its shareholders, which are the participating insurance companies
investing in the Fund through the separate accounts that fund the
Contracts. If you are a holder of a Contract, provided certain
requirements are met, these distributions generally will not be taxable to
you. Please consult the prospectus for your Contract or the participating
insurance company that issued your Contract for information regarding
the taxation of your investment.

Payments to Broker Dealers and Other Financial Intermediaries: If you
purchase the Fund through a broker-dealer or other financial intermediary
(such as an insurance company), the Fund and its related companies may
pay the intermediary for the sale of Fund shares and 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 website for more information.

PRINCIPAL INVESTMENT OBJECTIVES AND POLICIES
The Fund’s investment objective of achieving capital growth by

engaging in merger arbitrage is a fundamental policy, which may not be
changed without shareholder approval. Except as otherwise stated, the
Fund’s other investment policies are not fundamental and may be changed
without obtaining approval by the Fund’s shareholders or prior notice.
There is no guarantee that the Fund will achieve its investment objective.

Under normal market conditions, the Fund seeks to achieve its
investment objective by investing at least 80% of its total assets principally in
the equity securities of companies which are involved in publicly announced
mergers, takeovers, tender offers, leveraged buyouts, spin-offs, liquidations
and other corporate reorganizations (“merger-arbitrage investments”). The
Fund will not change this policy without providing shareholders with 60
days’ advance written notice. The Fund may also invest in preferred stock,
debt obligations and occasionally, warrants as part of its merger-arbitrage
strategy or for other investment purposes. See “Investment Objectives and
Policies” in the Statement of Additional Information.

Merger arbitrage is a highly specialized investment approach
generally designed to profit from the successful completion of proposed
mergers, takeovers, tender offers, leveraged buyouts, spin-offs,
liquidations and other types of corporate reorganizations. Although a
variety of strategies may be employed depending upon the nature of the
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reorganizations selected for investment, the simplest form of merger-
arbitrage activity involves purchasing the shares of an announced
acquisition target at a discount to their expected value upon completion
of the acquisition. The size of this discount, known as the arbitrage
“spread,” may represent the Fund’s potential profit on such an
investment. Because the Adviser typically seeks to profit from the
“spread” described above upon the completion of a merger, takeover or
other reorganization rather than the performance of the market overall or
any one issuer, the Adviser believes the merger-arbitrage strategy is
designed to provide performance that normally has relatively low
correlation with the performance of stock markets.

The Fund may employ a variety of hedging strategies to seek to protect
against issuer-related risk or other risks, including selling short the securities
of the company that proposes to acquire the acquisition target and/or the
purchase and sale of put and call options. (To sell a security short, the Fund
may borrow the security from a broker or other counterparty and sell it to a
third party.  The Fund is obligated to return the same number of securities it
borrowed from the broker back to the broker at a later date to close out the
short position, at which point in time those securities may have a value that
is greater or lesser than the price at which the short sale was established.) In
addition, the Fund may enter into derivative transactions and purchase or
sell other instruments of any kind for similar or other hedging purposes,
duration management or volatility management purposes, or otherwise to
gain, or reduce, long or short exposure to one or more asset classes or
issuers. For example, the Adviser may seek to hedge the Fund’s portfolio
against a decline in the values of its portfolio securities or a decline in the
market generally by purchasing put options or other derivative investments.
A put option gives the Fund the right to sell, or “put,” a fixed number of
shares of stock at a fixed price within a given time frame in exchange for the
payment of a premium. The values of put options generally increase as stock
prices decrease. The Fund may sell (“write”) call options of any kind,
including, for example, deep in-the-money call options and naked call
options. The Fund may sell call options for any purpose, including as part of
a strategy to minimize the Fund’s trading costs and/or market impact. A call
option is a short-term contract entitling the purchaser, in return for a
premium paid, the right to buy the underlying security at a specified price
upon exercise of the option at any time prior to its expiration. The Fund may
enter into swap contracts, which offer an opportunity to gain long or short
investment exposure to a market, an individual security or other asset for
purposes similar to those described above.  Additionally, the Fund may
enter into forward currency contracts to hedge against future changes in the
value of a particular currency or for other investment purposes. The Fund
also may use derivative transactions with the purpose or effect of creating
investment leverage. The Fund’s investments in derivatives and other
synthetic instruments that provide exposure comparable to, or form a part
of, a merger-arbitrage related investment will be counted toward
satisfaction of the Fund’s 80% policy described above.
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The Fund may invest significantly in the common stock of and other
interests (e.g., warrants) in special purpose acquisition companies or similar
special purpose entities that pool funds to seek potential acquisition
opportunities (collectively, “SPACs”). An SPAC investment typically
represents an investment in a special purpose vehicle that seeks to identify
and effect an acquisition of, or merger with, an operating company in a
particular industry or sector. During the period when management of the
SPAC seeks to identify a potential acquisition or merger target, typically
most of the capital raised for that purpose (less a portion retained to cover
expenses) is invested in income-producing investments. The Fund may
invest in SPACs for a variety of investment purposes, including to achieve
income. Some SPACs provide the opportunity for common shareholders to
have some or all of their shares redeemed by the SPAC at or around the
time a proposed merger or acquisition is expected to occur. The Fund may
sell its investments in SPACs at any time, including before, at or after the
time of a merger or acquisition.

The Fund may invest in and/or hold positions in a company where the
Adviser believes the compensation to be paid to shareholders of that
company in connection with a proposed merger, corporate reorganization
or other event significantly undervalues the company’s securities. In those
cases, the Adviser may cause the Fund to participate in legal or other
actions, such as appraisal actions, to seek to increase the compensation
the Fund receives for the securities the Fund holds. Such actions can be
expensive and require prolonged periods to litigate or resolve. There can
be no assurance that any such actions will be successful or that the Fund
would be able to liquidate the position during the pendency of the action
if the Adviser determined doing so was in the Fund’s best interests.

The Fund also may borrow from banks, on a secured or unsecured
basis at fixed or variable interest rates, to increase its portfolio holdings of
securities. When borrowing money, the Fund must follow specific
guidelines under the 1940 Act, which allow the Fund to borrow an amount
equal to as much as 33 1/3% of the value of its gross assets.

In pursuing the Fund’s investment objective and strategies, the Fund
may invest in U.S. and foreign securities without limit and may invest in
companies of any market capitalization. The Fund engages in active
trading and may invest a portion of its assets to seek short-term capital
appreciation.

The Fund may invest in other investment companies, including
exchange-traded funds (“ETFs”), closed-end funds and open-end mutual
funds, among others. To the extent that the Fund invests in shares of
another investment company or ETF, the Fund bears its proportionate
share of the expenses of the underlying investment company or ETF and
is subject to the risks of the underlying investment company’s or ETF’s
investments. Those investments may be made for the purpose of gaining
long or short market exposure or managing the Fund’s cash position. The
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Fund may hold a significant portion of its assets in cash, money market
investments, money market funds or other similar short-term investments
for defensive purposes, to preserve the Fund’s ability to capitalize quickly
on new market opportunities or for other reasons, such as because the
Adviser has determined to obtain investment exposure through derivative
instruments instead of direct cash investments. The Fund may also hold a
significant amount of cash or short-term investments immediately after
the closing of a number of transactions in which it has invested; this could
occur at any time, including at calendar quarter or year ends. During
periods when the Fund is so invested, its investment returns may be lower
than if it were not so invested, and the Fund may not achieve its
investment objective.

In addition to the above principal investment strategies, the Fund’s
Adviser may invest in other investments or utilize other strategies. For
example, the Fund may pursue other event-driven strategies, including
investing in companies that may be (i) involved in significant litigation,
(ii) subject to significant regulatory issues or changes, or (iii) exploring
strategic alternatives, such as an initial public offering, capital structure
restructuring, reorganization or a recapitalization. The success of those
strategies will depend upon, among other things, the Adviser’s skill in
evaluating the likelihood of the various potential outcomes and the
market’s reaction to those outcomes.

In making merger-arbitrage investments for the Fund, the Adviser is
guided by the following general considerations:

• securities are purchased only after a reorganization is announced or
when one or more publicly disclosed events point toward the
possibility of some type of merger or other significant corporate
event within a reasonable period of time;

• before an initial position is established, a preliminary analysis is
made of the expected transaction to determine the probability and
timing of a successful completion;

• in deciding whether or to what extent to invest, the Adviser
evaluates, among other things, the credibility, strategic motivation
and financial resources of the participants, and the liquidity of the
securities involved in the transaction;

• the risk-reward characteristics of each arbitrage position are
assessed on an ongoing basis, and the Fund’s holdings may be
adjusted at any time; and

• the Adviser may invest the Fund’s assets in both negotiated, or
“friendly,” reorganizations and non-negotiated, or “hostile,”
takeover attempts, but in either case the Adviser’s primary
considerations include the Adviser’s assessments of the likelihood
that the transaction will be successfully completed and the
investment’s risk-adjusted profile.
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The Adviser may sell securities at any time, including if the Adviser’s
evaluation of the risk/reward ratio is no longer favorable. For example, the
Fund’s portfolio managers may sell a Fund investment in order to take
advantage of what they consider to be a better investment opportunity,
when they believe the investment no longer represents a relatively
attractive investment opportunity, or when they perceive deterioration in
the credit fundamentals of the issuer.

The Fund engages in active trading and may invest a portion of its
assets in any asset class in which it is permitted to invest to seek short-
term capital appreciation, which increases the portfolio turnover rate and
causes increased brokerage commission costs.

The Fund may also invest in various types of corporate debt obligations,
including defaulted securities and obligations of distressed issuers, as part of
its merger-arbitrage strategy or for other investment purposes.

Any percentage limitation or other requirement as to investments will
apply only at the time of an investment to which the limitation or
requirement is applicable and shall not be considered violated unless an
excess or deficiency occurs or exists immediately after and as a result of
such investment. Additionally, any later increase or decrease resulting
from a change in values, net assets or other circumstances will not be
considered in determining whether any investment complies with the
Fund’s limitation or requirement.

Depending upon the level of merger activity and in attempting to
respond to adverse market, economic, political or other conditions, the
Fund may, from time to time, take temporary defensive positions that are
inconsistent with the Fund’s principal investment strategies. The Fund
may temporarily invest a substantial portion of its assets in cash or cash
equivalents, including money market instruments such as Treasury bills
and other short-term obligations of the United States Government, its
agencies or instrumentalities; negotiable bank certificates of deposit;
prime commercial paper; and repurchase agreements with respect to the
above securities. As a result of taking such a temporary defensive
position, the Fund may not achieve its investment objective.

PRINCIPAL RISKS
The Fund’s investment program involves investment techniques and

securities holdings which entail risks, in some cases different from the risks
ordinarily associated with investments in equity securities.

The Fund is not intended to provide a balanced investment program.
The Fund is intended to be an investment vehicle only for that portion of
an investor’s capital which can appropriately be exposed to risk. Each
investor should evaluate an investment in the Fund in terms of the
investor’s own investment goals.
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It is possible to lose money on an investment in the Fund. Among
the principal risks of investing in the Fund, which could adversely affect its
NAV, yield and total return, are the following:

Merger-Arbitrage and Event-Driven Risk
A principal risk associated with merger-arbitrage and event-driven

investing is that the Adviser’s evaluation of the outcome of a proposed
event, whether it be a merger, reorganization, regulatory issue or other
event, will prove incorrect and that the Fund’s return on the investment
will be negative. Even if the Adviser’s judgment regarding the likelihood
of a specific outcome proves correct, the expected event may be delayed
or completed on terms other than those originally proposed, which may
cause the Fund to lose money or fail to achieve a desired rate of return.

The success of the Fund’s merger-arbitrage strategy also depends on
the overall volume of merger activity, which has historically been cyclical in
nature. During periods when merger activity is low, it may be difficult or
impossible to identify opportunities for profit or to identify a sufficient
number of such opportunities to provide diversification among potential
merger transactions and the Fund may not achieve its investment
objective. If the Adviser determines that a proposed acquisition or other
corporate reorganization is likely to be consummated, the Fund may
purchase the target company’s securities at prices often only slightly below
the value expected to be paid or exchanged for such securities upon
completion of the reorganization (and often substantially above the prices
at which such securities traded immediately prior to the announcement of
the proposed transaction). If the reorganization appears unlikely to be
consummated or in fact is not consummated or is delayed, the market
price of the target’s securities may decline sharply. Similarly, if the Fund
has sold short the acquirer’s securities in anticipation of covering the short
position by delivery of identical securities received in the exchange, the
failure of the transaction to be consummated may force the Fund to cover
its short position in the open market at a price higher than that at which it
sold short, with a resulting loss. In addition, if the Fund purchases the
target’s securities at prices above the offer price because the Adviser
determines that the offer is likely to be increased or a different and higher
offer made, such purchases may be subject to a greater degree of risk.

If, in a transaction in which the Fund has sold the target’s securities
short (often at prices significantly below the announced offer price for
such securities) based on a determination that the transaction is unlikely
to be consummated, and the transaction, in fact, is consummated at the
announced price or higher, the Fund may suffer substantial losses if it is
forced to cover the short position in the open market at a higher price. In
addition, there can be no assurance that securities necessary to cover a
short position will be available for purchase or that securities will be
available to be borrowed at reasonable costs.
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The Fund may invest in hostile tender offers, proposed leveraged
buyouts and other similar situations. Those types of transactions have a
greater risk that the proposed transaction will not be completed
successfully and, consequently, a greater risk of loss. A failed transaction
or reorganization may occur for a number of reasons, including failure to
get shareholder approval, governmental action or intervention, or failure
to get regulatory approval. The Fund may incur significant losses
unwinding its merger-arbitrage and event-driven positions in the event
that a proposed merger or other corporate event does not occur as
expected by the Adviser or the Adviser determines the position no longer
represents an attractive investment opportunity.

The Fund may invest in and/or hold positions in a company where the
Adviser believes the compensation to be paid to shareholders of that
company in connection with a proposed merger, corporate reorganization
or other event significantly undervalues the company’s securities. In those
cases, the Adviser may cause the Fund to participate in legal or other
actions, such as appraisal actions, to seek to increase the compensation
the Fund receives for the securities the Fund holds. Such actions can be
expensive and require prolonged periods to litigate or resolve. There can
be no assurance that any such actions will be successful or that the Fund
would be able to liquidate the position during the pendency of the action
if the Adviser determined doing so was in the Fund’s best interests.

The Fund’s principal investment strategies are not specifically
designed to benefit from general appreciation in the equity markets or
general improvement in the economic conditions in the global economy.
Indeed, the Adviser may seek to limit the Fund’s investment exposure to
the markets generally. Accordingly, the Fund has historically
underperformed the broad equity markets under certain market
conditions, such as some periods when there has been rapid appreciation
in the equity markets, and may continue to do so in the future.

Hedging Transactions Risk
The success of the Fund’s hedging strategy, if used, will be subject to,

among other things, to the Adviser’s ability to assess correctly the degree
of correlation between the performance of the instruments used in the
hedging strategy and the performance of the investments in the portfolio
being hedged. Since the characteristics of many securities change as
markets change or time passes, the success of the Fund’s hedging
strategy will also be subject to the Adviser’s ability to continually
recalculate, readjust, and execute hedges in an efficient and timely
manner. If the Adviser’s assessments or calculations prove inaccurate, the
Fund’s hedging strategy may prove ineffective and the Fund may incur
greater losses than it otherwise would have incurred had the Fund not
employed the hedging strategies.

Hedging strategies in general are usually intended to limit or reduce
investment risk, but also can be expected to limit or reduce the potential
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for profit or the opportunity for gain if the value of a hedged portfolio
position should increase. Further, hedging strategies may not perform as
anticipated and may generate losses. Hedging against a decline in the
value of a portfolio position does not eliminate fluctuations in the values of
those portfolio positions or prevent losses if the values of those positions
decline. Rather, hedging typically establishes other positions designed to
gain from those same declines, thus seeking to moderate the decline in
the portfolio position’s value. For a variety of reasons, the Adviser may not
establish a perfect correlation between such hedging instruments and the
portfolio holdings being hedged. Such imperfect correlation may prevent
the Fund from achieving the intended hedge or expose the Fund to risk of
loss. In addition, it is not possible to hedge fully or perfectly against any
risk, and hedging entails its own costs. The Adviser may determine, in its
sole discretion, not to hedge against certain risks and certain risks may
exist that cannot be hedged. Furthermore, the Adviser may not anticipate
a particular risk so as to hedge against it effectively.

In addition, hedging will generally require the use of a portion of the
Fund’s assets for margin or settlement payments or other purposes. For
example, the Fund from time to time may be required to make margin,
settlement or other payments, including intra-month, in connection with
the use of certain hedging instruments. Counterparties to any hedging
transaction may demand payments on short notice, including intra-day. As
a result, the Fund may liquidate assets sooner than it otherwise would have
and/or maintain a greater portion of its assets in cash and other liquid
securities than it otherwise would have, which portion may be substantial,
in order to have available cash to meet current or future margin calls,
settlement or other payments, or for other purposes. Moreover, due to
volatility in the currency markets and changing market circumstances, the
Adviser may not be able to accurately predict future margin requirements,
which may result in the Fund holding excess or insufficient cash and liquid
securities for such purposes. Where the Fund does not have cash or assets
available for such purposes, the Fund may be unable to comply with its
contractual obligations, including without limitation, failing to meet margin
calls or settlement or other payment obligations. If the Fund defaults on
any of its contractual obligations, the Fund (and accordingly, its
shareholders) may be materially adversely affected.

Hedging activities involve additional expenses and the risk of loss
when a hedge is unwound, especially in the case of reorganizations that
are terminated. There is no assurance that any such hedging techniques
will employed by the Adviser on behalf of the Fund or that any of those
employed will be successful.

Management Risk
The Fund is subject to management risk because it is an actively

managed investment portfolio. The Adviser’s judgments about the
attractiveness and potential appreciation of a security may prove to be
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inaccurate and may not produce the desired results. The Adviser will apply
its investment techniques and risk analyses in making investment decisions
for the Fund, but there is no guarantee that its decisions will produce the
intended result or that its evaluation of the likelihood that a specific
merger, reorganization or other event will be completed as expected will
prove correct. The success of any strategy employed by the Adviser will
depend upon, among other things, the Adviser’s skill in evaluating the
likelihood of the successful completion of a particular catalyst or a related
event. The Adviser or the Fund’s service providers may experience
disruptions or operating errors that could adversely affect the Fund’s
operations and performance.

Operational Risk
In addition to the risks associated with the Adviser’s implementation of

the Fund’s investment program, the Fund also is subject to operational risk
associated with the provision of investment management and other
services to the Fund by the Adviser and the Fund’s other service providers.
Operational risk includes the risk that deficiencies in the Adviser’s internal
systems (including communications and information systems) or controls,
or in those of a service provider, including those to whom the Adviser has
contractually delegated certain of its responsibilities, may cause losses for
the Fund or hinder Fund operations. Operational risk results from
inadequate procedures and controls, employee fraud, recordkeeping
error, human error, and system failures by the Adviser or a service
provider. For example, trading delays or errors caused by the Adviser
prevent the Fund from purchasing a security that the Adviser expects will
appreciate in value, thus reducing the Fund’s opportunity to benefit from
the security’s appreciation. The Adviser is generally not contractually liable
to the Fund for operational losses associated with operational risk.

With the increased use of technologies, such as mobile devices and
“cloud”-based services offerings, and the dependence on the Internet
and on computer systems to perform necessary business functions, the
Funds and their service providers are susceptible to operational and
information security risks. In general, cyber incidents can result from
deliberate attacks or unintentional events. Cyber attacks include, but are
not limited to, gaining unauthorized access to digital systems for purposes
of misappropriating assets or sensitive information, corrupting data, or
causing operational disruption. Cyber attacks can also be carried out in a
manner that does not require gaining unauthorized access, such as
causing denial-of-service attacks on websites rendering them unavailable
to intended users or via “ransomware” that renders the systems
inoperable until appropriate actions are taken. In addition, authorized
persons could inadvertently or intentionally release confidential or
proprietary information stored on the service providers’ systems.
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Portfolio Turnover Risk
The frequency of the Fund’s transactions will vary from year to year,

though merger-arbitrage portfolios typically have higher turnover rates than
portfolios of typical long-only funds. Increased portfolio turnover will result in
higher brokerage commissions, dealer mark-ups and other transaction costs.
Higher costs associated with increased portfolio turnover reduce the Fund’s
performance. The Fund normally expects to engage in active and frequent
trading and expects to have a high rate (over 100%) of portfolio turnover.

Derivatives Risk
Derivatives typically have a return tied to a formula based upon an

interest rate, index, price of a security, currency exchange rate or other
reference asset. Derivatives may also be embedded in securities such as
convertibles, which typically include a call option on the issuer’s common
stock. Derivatives, such as options, swaps, futures and forward contracts,
may not produce the desired investment results because, for example,
they are not perfect substitutes for the underlying securities, indices or
currencies from which they are derived. Derivatives also may create
leverage which will amplify the effect of their performance on the Fund
and may produce significant losses. When the Adviser uses derivatives, an
investment in the Fund may be more volatile than it would otherwise be.

Derivatives involve special risks, including: (1) the risk that interest
rates, securities prices and currency markets will not move in the direction
that a portfolio manager anticipates; (2) imperfect correlation between
the price of derivative instruments and movements in the prices of the
securities, interest rates or currencies being hedged; (3) the fact that skills
needed to use these strategies are different than those needed to select
portfolio securities; (4) the possible absence of a liquid secondary market
for any particular instrument and possible exchange imposed price
fluctuation limits, either of which may make it difficult or impossible to
close out a position when desired; (5) the risk that adverse price
movements in an instrument can result in a loss substantially greater than
the Fund’s initial investment in that instrument (in some cases, the
potential loss is unlimited); (6) particularly in the case of privately-
negotiated instruments, the risk that the counterparty will not perform its
obligations, or that penalties could be incurred for positions held less than
the required minimum holding period; and (7) the inability to close out
certain positions to avoid losses, exposing the Fund to greater potential
risk of loss. In addition, the use of derivatives for non-hedging purposes is
considered a speculative practice and may present an even greater risk of
loss than when used for hedging purposes. There is the possibility that
derivative strategies will not be used or that ineffective implementation of
derivative strategies or unusual market conditions could result in
significant losses to the Fund.

On October 28, 2020, the SEC adopted Rule 18f-4 under the 1940 Act,
which, once effective, will apply to the Fund’s use of derivative investments
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and certain financing transactions (e.g., reverse repurchase agreements).
Among other things, Rule 18f-4 will require funds that invest in derivative
instruments beyond a specified limited amount to apply a value-at-risk
based limit to their use of certain derivative instruments and financing
transactions and to adopt and implement a derivatives risk management
program. Funds that use derivative instruments (beyond certain currency
and interest rate hedging transactions) in a limited amount will not be
subject to the full requirements of Rule 18f-4. In connection with the
adoption of Rule 18f-4, funds will no longer be required to comply with the
asset segregation framework arising from prior SEC guidance for covering
certain derivative instruments and related transactions. Compliance with
Rule 18f-4 will not be required until approximately the middle of 2022. The
application of Rule 18f-4 to the Fund could restrict the Fund’s ability to
utilize derivative investments and financing transactions and prevent the
Fund from implementing its principal investment strategies as described
herein, which may result in changes to the Fund’s principal investment
strategies and could adversely affect the Fund’s performance and its ability
to achieve its investment objective.

Counterparty Risk
To the extent the Fund enters into contracts with counterparties, such

as over-the-counter (“OTC”) derivatives contracts, the Fund runs the risk
that the counterparty will be unable or unwilling to make timely
settlement payments or otherwise honor its obligations. If a counterparty
fails to meet its contractual obligations, goes bankrupt, or otherwise
experiences a business interruption, the Fund could miss investment
opportunities or otherwise hold investments it would prefer to sell,
resulting in losses for the Fund. Counterparty risk is greater for derivatives
with longer maturities where events may intervene to prevent settlement.
Counterparty risk is also greater when the Fund has concentrated its
derivatives with a single or small group of counterparties as it sometimes
does as a result of its use of swaps and other OTC derivatives. There is
neither an explicit limit on the amount of exposure that the Fund may
have with any one counterparty nor a requirement that counterparties
maintain a specific rating by a nationally recognized rating organization in
order to be considered for potential transactions. To the extent that the
Adviser’s view with respect to a particular counterparty changes (whether
due to external events or otherwise), existing transactions are not
required to be terminated or modified. Counterparty risk is pronounced
during unusually adverse market conditions and is particularly acute in
environments (like those of 2008) in which financial services firms are
exposed to systemic risks of the type evidenced by the insolvency of
Lehman Brothers in 2008 and subsequent market disruptions.

Participants in OTC derivatives markets typically are not subject to the
same level of credit evaluation and regulatory oversight as are members
of exchange-based markets, and, therefore, OTC derivatives generally
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expose the Fund to greater counterparty risk than exchange-traded
derivatives. The Fund is subject to the risk that a counterparty will not
settle a derivative in accordance with its terms because of a dispute over
the terms of the contract (whether or not bona fide) or because of a credit
or liquidity problem. If a counterparty’s obligation to the Fund is not
collateralized, then the Fund is essentially an unsecured creditor of the
counterparty. If the counterparty defaults, the Fund will have contractual
remedies, but the Fund may be unable to enforce them, thus causing the
Fund to suffer a loss. Significant exposure to a single counterparty
increases the Fund’s counterparty risk. To the extent the Fund uses swap
contract, it may be subject, in particular, to the creditworthiness of the
counterparties because some types of swap contracts have durations
longer than six months (and, in some cases, decades). The
creditworthiness of a counterparty may be adversely affected by greater
than average volatility in the markets, even if the counterparty’s net
market exposure is small relative to its capital. Counterparty risk still exists
even if a counterparty’s obligations are secured by collateral because the
Fund’s interest in the collateral may not be perfected or additional
collateral may not be promptly posted as required.

Counterparty risk with respect to derivatives will be affected by new
rules and regulations affecting the derivatives market. New regulations may
cause certain bank and dealer counterparties to enter into derivatives
transactions through affiliated entities, which affiliates may be less
creditworthy than the bank or dealer itself. Credit risk of market participants
with respect to derivatives that are centrally cleared is concentrated in a few
clearing houses, and it is not clear how an insolvency proceeding of a
clearing house would be conducted and what impact an insolvency of a
clearing house would have on the financial system. A clearing member is
obligated by contract and by applicable regulation to segregate all funds
received from customers with respect to cleared derivatives transactions
from the clearing member’s proprietary assets. However, all funds and other
property received by a clearing member from its customers with respect to
cleared derivatives are generally held by the clearing member on a
commingled basis in an omnibus account and the clearing member may
invest those funds in certain instruments permitted under the applicable
regulations. Therefore, the Fund might not be fully protected in the event of
the bankruptcy of a clearing member, as the Fund would be limited to
recovering only a pro rata share of all available funds segregated on behalf
of the clearing member’s customers for a relevant account class. Also, the
clearing member is required to transfer to the clearing house the amount of
margin required by the clearing house for cleared derivatives, which
amounts are generally held in an omnibus account at the clearing house for
all customers of the clearing member. Regulations promulgated by the
CFTC require that the clearing member notify the clearing house of the
initial margin provided by the clearing member to the clearing house that is
attributable to each customer. However, if the clearing member does not
accurately report the Fund’s initial margin, the Fund is subject to the risk
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that a clearing house will use the Fund’s assets held in an omnibus account
at the clearing house to satisfy payment obligations of a defaulting customer
of the clearing member to the clearing house. In addition, clearing members
generally provide to the clearing house the net amount of variation margin
required for cleared swaps for all of its customers in the aggregate, rather
than individually for each customer. The Fund is therefore subject to the risk
that a clearing house will not make variation margin payments owed to the
Fund if another customer of the clearing member has suffered a loss and is
in default, and the risk that the Fund will be required to provide additional
variation margin to the clearing house before the clearing house will move
the Fund’s cleared derivatives transactions to another clearing member. In
addition, if a clearing member does not comply with the applicable
regulations or its agreement with the Fund, or in the event of fraud or
misappropriation of customer assets by a clearing member, the Fund could
have only an unsecured creditor claim in an insolvency of the clearing
member with respect to the margin held by the clearing member.

Also, in the event of a counterparty’s (or its affiliate’s) insolvency, the
Fund’s ability to exercise remedies, such as the termination of
transactions, netting of obligations and realization on collateral, could be
stayed or eliminated under new special resolution regimes adopted in the
United States, the European Union and various other jurisdictions. Such
regimes provide government authorities with broad authority to intervene
when a financial institution is experiencing financial difficulty. In particular,
with respect to counterparties who are subject to such proceedings in the
European Union, the liabilities of such counterparties to the Fund could
be reduced, eliminated, or converted to equity in such counterparties
(sometimes referred to as a “bail in”).

Foreign Investing Risk
Investing in securities of foreign companies or ETFs which invest in

foreign companies, may involve more risks than investing in securities of
U.S. companies and such investments may entail political, cultural,
regulatory, legal and tax risks different from those associated with
comparable transactions in the United States. These risks can increase the
potential for losses in the Fund and may include, among others, currency
devaluations, currency risks (fluctuations in currency exchange rates),
country risks (political, diplomatic, regional conflicts, terrorism, war, social
and economic instability and policies that have the effect of limiting or
restricting foreign investment or the movement of assets) as well as
different trading and settlement practices, less government supervision,
less publicly available information, limited trading markets and greater
volatility than comparable investments in U.S. companies. In addition,
issuers of non-U.S. securities (particularly those tied economically to
emerging countries) often are not subject to as much regulation as
U.S. issuers, and the reporting, accounting, custody, and auditing
standards to which those issuers are subject often are not as rigorous as
U.S. standards. Further, investments in securities denominated or
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companies receiving revenues in foreign currencies are subject to the risk
that those currencies will decline in value relative to the U.S. dollar. A
decline in the values of foreign currencies relative to the U.S. dollar will
reduce the values of securities held by the Fund and denominated in
those currencies. Foreign investments may be subject to foreign
withholding or other taxes.

The foregoing risks may apply to a greater extent to investments in
emerging market countries. The securities markets of emerging market
countries are generally smaller, less developed, less liquid, and more
volatile than the securities markets of the United States and foreign
developed countries, and disclosure and regulatory standards in many
respects are less stringent. In addition, the securities markets of emerging
markets are typically subject to a lower level of monitoring and regulation.
Government enforcement of existing securities regulations is limited, and
any such enforcement may be arbitrary and the results may be difficult to
predict. In addition, reporting requirements of emerging markets with
respect to the ownership of securities are more likely to be subject to
interpretation or changes without prior notice to investors than more
developed countries. Many emerging markets have experienced
substantial, and in some periods extremely high, rates of inflation for many
years. Inflation and rapid fluctuations in inflation rates have had and may
continue to have negative effects on such countries’ economies and
securities markets. Economies of emerging markets generally are heavily
dependent on international trade and, accordingly, have been and may
continue to be affected adversely by trade barriers, exchange controls,
managed adjustments in relative currency values, and other protectionist
measures imposed or negotiated by the countries with which they trade.
Emerging markets are more likely than developed countries to experience
political uncertainty and instability, including the risk of war, terrorism,
nationalization, limitations on the removal of funds or other assets, or
diplomatic developments that affect U.S. investments in these countries.
No assurance can be given that adverse political changes will not cause a
Fund to suffer a loss of any or all of its investments (or, in the case of fixed-
income securities, repayment of principal or interest) in emerging markets.

Debt Securities Risk
Debt securities may fluctuate in value and experience periods of

reduced liquidity due to, among other things, changes in interest rates,
governmental intervention, general economic conditions, industry
fundamentals, market sentiment and the financial condition of the issuer,
including the issuer’s credit rating or financial performance. During those
periods, the Fund may experience high levels of shareholder redemptions,
and may have to sell securities at times when it would otherwise not do
so, and at unfavorable prices. Debt securities may be difficult to value
during such periods. Debt securities generally trade in the OTC market
and can be less liquid than other types of investments, particularly during
adverse market and economic conditions.
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Debt securities are subject to interest rate risk, credit risk and market
risk. Interest rate risk is the risk that when interest rates rise, the values of
fixed income debt securities tend to decline. Debt securities have varying
levels of sensitivity to changes in interest rates, and the values of securities
with longer durations tend to be more sensitive to changes in interest rates.
For example, if interest rates rise by one percentage point, the value of a
portfolio of debt securities with an average duration of five years would be
expected to decline by about 5%. Debt securities are subject to the risk
that if interest rates decline, issuers of debt securities may exercise
redemption or call provisions. This may force the Fund to reinvest
redemption or call proceeds in securities with lower yields, which may
reduce Fund performance. Some debt securities may be subject to
extension risk. This is the risk that if interest rates rise, repayments of
principal on certain debt securities, including, but not limited to, floating
rate loans and mortgage-related securities, may occur at a slower rate than
expected and the expected maturity of those securities could lengthen as a
result. Some debt securities also involve prepayment or call risk. This is the
risk that the issuer will repay the Fund the principal on the security before it
is due, thus depriving the Fund of a favorable stream of future interest or
dividend payments. The Fund could buy another security, but that other
security might pay a lower interest rate.

Debt securities are also subject to credit risk, which is the risk that the
issuer of an instrument may default on interest and/or principal payments
due to the Fund. An increase in credit risk or a default will cause the value
of the Fund’s fixed and floating rate income securities to decline.
Securities rated below-investment-grade (and unrated securities of
comparable credit quality), commonly referred to as “high-yield” or “junk”
bonds, have speculative characteristics and generally have more credit risk
than higher-rated securities. Lower rated issuers are more likely to default
and their securities could become worthless. These securities may be
subject to greater price volatility due to such factors as specific corporate
developments, interest rate sensitivity, negative perceptions of junk bonds
generally, and less secondary market liquidity. This potential lack of
liquidity may make it more difficult for the Fund to accurately value these
securities. The companies that issue these securities often are highly
leveraged, and their ability to service their debt obligations during an
economic downturn or periods of rising interest rates may be impaired. In
addition, these companies may not have access to more traditional
methods of financing, and may be unable to repay debt at maturity by
refinancing. In addition, investments in defaulted securities and obligations
of distressed issuers, such as issuers undergoing or expected to undergo
bankruptcy, may be illiquid and are considered highly speculative.
Defaulted securities may also cause the Fund to incur expenses in seeking
recovery of principal or interest on its portfolio holdings.

As of the date of this Prospectus, market interest rates in the United
States are at or near historic lows, which may increase the Fund’s
exposure to risks associated with rising market interest rates. Rising
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market interest rates could have unpredictable effects on the markets and
may expose fixed-income and related markets to heightened volatility.
For funds that invest in fixed-income securities, an increase in market
interest rates may lead to increased redemptions and increased portfolio
turnover, which could reduce liquidity for certain investments, adversely
affect values, and increase costs. Increased redemptions may cause the
Fund to liquidate portfolio positions when it may not be advantageous to
do so and may lower returns. If dealer capacity in fixed-income markets is
insufficient for market conditions, it may further inhibit liquidity and
increase volatility in the fixed-income markets. Further, recent and
potential future changes in government policy may affect interest rates.

The market value of convertible debt securities will also be affected by
changes in the price of the underlying equity securities. Convertible
securities generally offer lower interest or dividend yields than non-
convertible securities of similar quality. Because convertible securities are
higher in the firm’s capital structure than equity, convertible securities are
generally not as risky as the equity securities of the same issuer. However,
convertible securities may gain or lose value due to changes in interest
rates and other general economic conditions, industry fundamentals,
market sentiment and changes in the issuer’s operating results and credit
ratings. The market values of debt securities issued by companies involved
in pending corporate mergers, takeovers or other corporate events, or debt
securities that will be repaid in connection with a merger, takeover or other
corporate event, may be determined in large part by the status of the
transaction and its eventual outcome, especially if the debt securities are
subject to change of control provisions that entitle the holder to be paid
par value or some other specified dollar amount upon completion of a
transaction or other event.

In recent periods, governmental financial regulators, including the U.S.
Federal Reserve, have taken steps to maintain historically low interest
rates by purchasing bonds. The ending of those programs, and withdrawal
of other measures of government support, along with any increase to
base interest rates, could result in the effects described above or
otherwise adversely affect the value of the Fund’s investments, and could
have a material adverse effect on prices for debt securities and the
management of the Fund.

Liquidity Risk
Liquidity risk is the risk that the Fund may invest in securities that

trade in lower volumes and may be less liquid than other investments or
that the Fund’s investments may become less liquid in response to market
developments or adverse investor perceptions. The markets for high-
yield, convertible and certain lightly-traded equity securities (particularly
small cap issues) are often not as liquid as markets for higher-rated
securities or large cap equity securities. For example, relatively few
market makers may participate in the secondary markets for high-yield
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debt securities, and the trading volume for high-yield debt securities is
generally lower than that for higher-rated securities. Accordingly, these
secondary markets (generally or for a particular security) could contract
under real or perceived adverse market or economic conditions. Liquidity
risk also may be greater in times of financial stress. These factors may
have an adverse effect on a Fund’s ability to dispose of particular portfolio
investments and may limit the ability of the Fund to obtain accurate
market quotations for purposes of valuing securities and calculating NAV.
Less liquid secondary markets also may affect a Fund’s ability to sell
securities at their fair value. A Fund may invest in illiquid securities, which
are more difficult to value and may be difficult to sell. If the secondary
markets for lightly-traded securities contract due to adverse economic
conditions or for other reasons, certain liquid securities in a Fund’s
portfolio may become illiquid, and the proportion of the Fund’s assets
invested in illiquid securities may increase.

It is possible that the Fund may be unable to sell a portfolio investment
at a desirable time or at the value the Fund has placed on the investment or
that the Fund may be forced to sell large amounts of securities more
quickly than it normally would in the ordinary course of business. In such a
case, the sale proceeds received by the Fund may be substantially less than
if the Fund had been able to sell the securities in more-orderly transactions,
and the sale price may be substantially lower than the price previously used
by the Fund to value the securities for purposes of determining the Fund’s
NAV. In addition, if the Fund sells investments with extended settlement
times, the settlement proceeds from the sales may not be available to meet
the Fund’s redemption obligations for a substantial period of time. In order
to honor redemptions pending settlement of such investments, the Fund
may be forced to sell other investment positions with shorter settlement
cycles when the Fund would not otherwise have done so, which may
adversely affect the Fund’s performance. Additionally, the market for
certain investments may become illiquid under adverse market or economic
conditions (e.g., if interest rates rise or fall significantly, if there is significant
inflation or deflation, increased selling of debt securities generally across
other funds, pools and accounts, changes in investor perception, or
changes in government intervention in the financial markets) independent
of any specific adverse changes in the conditions of a particular issuer. In
such cases, shares of the Fund, due to limitations on investments in illiquid
securities and the difficulty in purchasing and selling such securities or
instruments, may decline in value or the Fund may be unable to achieve its
desired level of exposure to a certain issuer or sector. The values of illiquid
investments are often more volatile than the values of more liquid
investments. It may be more difficult for a Fund to determine a fair value of
an illiquid investment than that of a more liquid comparable investment.

Bond markets have consistently grown over the past three decades
while the growth of capacity for traditional dealer counterparties to
engage in fixed income trading has not kept pace and in some cases has
decreased. As a result, dealer inventories of certain types of bonds and
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similar instruments, which provide a core indication of the ability of
financial intermediaries to “make markets,” are at or near historic lows in
relation to market size. Because market makers provide stability to a
market through their intermediary services, the significant reduction in
dealer inventories could potentially lead to decreased liquidity and
increased volatility in the fixed income markets. Such issues may be
exacerbated during periods of economic uncertainty.

Smaller, unseasoned companies (those with less than a three-year
operating history) and recently-formed public companies may not have
established products, experienced management, or an earnings history.
As a result, their stocks may lack liquidity. Investments in foreign securities
may lack liquidity due to heightened exposure to potentially adverse local,
political, and economic developments such as war, political instability,
hyperinflation, currency devaluations, and overdependence on particular
industries. In addition, government interference in markets such as
nationalization and exchange controls, expropriation of assets, or imposition
of punitive taxes may result in a lack of liquidity. Possible problems arising
from accounting, disclosure, settlement, and regulatory practices or changes
and legal rights that differ from U.S. standards might reduce liquidity. The
chance that fluctuations in foreign exchange rates will decrease the
investment’s value (favorable changes can increase its value) will also impact
liquidity. These risks are heightened for investments in developing countries.

Leveraging Risk
The Fund’s investments in futures contracts, forward contracts, swaps

and other derivative instruments may provide the economic effect of
financial leverage by creating additional investment exposure, as well as
the potential for greater loss. If the Fund employs leverage through
activities such as borrowing money to purchase securities, engaging in
reverse repurchase agreements, lending portfolio securities and investing
in derivative instruments, the value of the Fund’s shares could be
expected to be more volatile. The interest, financing or other costs which
the Fund must pay on borrowed money or other forms of leverage,
together with any additional fees or requirements, are additional costs
which will reduce the Fund’s returns. Unless profits and income on
securities acquired with leverage exceed the costs of the leverage, the
use of leverage will diminish the investment performance of the Fund
compared with what it would have been without leverage, and the use of
leverage will cause any losses the Fund incurs to be greater than they
otherwise would have been had the Fund not employed leverage.

Short Selling Risk
Generally, to the extent the price of a security sold short increases

between the time of the short sale and the time the Fund covers its short
position, the Fund will incur a loss. The amount of a potential loss on an
uncovered short sale transaction is theoretically unlimited. Also, the Fund is
required to deposit collateral in connection with such short sales and has to
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pay a fee to borrow particular securities and will often be obligated to pay
to the lender of the security amounts equal to any dividends and accrued
interest on the borrowed securities during the period of the short sale.
These aspects of short selling increase the costs to the Fund and will reduce
its rate of return. Additionally, the successful use of short selling may be
adversely affected by imperfect correlation between movements in the price
of the security sold short and the securities being hedged. Short sales are
also subject to many of the risks described herein under “Derivatives Risk”.

Options Risk
The Fund may engage in a variety of options transactions. When the

Fund purchases options, it risks the loss of the cash paid for the options if
the options expire unexercised. When the Fund sells covered call options,
it foregoes the opportunity to benefit from an increase in the value of the
underlying stock above the exercise price, but it continues to bear the risk
of a decline in the value of the underlying stock. The Fund receives a
premium for selling a call option but the price the Fund realizes from the
sale of the stock upon exercise of the option could be substantially below
the prevailing market price of the stock. The purchaser of the covered call
option may exercise the call at any time during the option period (the
time between when the call is sold and when it expires). When a call
option which the Fund has written is exercised, the Fund must deliver the
security upon which the call is written. This means that the Fund would be
forced to deliver a security out of its portfolio and replace it, or purchase
the same security on the open market for delivery. Under either scenario,
the Fund would face increased transaction costs because of its need to
purchase securities, either for delivery to the party exercising the call
option or to replace a security delivered to the other party out of its
portfolio. If the value of the stock underlying the call option is below the
exercise price, the call is not likely to be exercised, and the Fund could
have an unrealized loss on the stock, offset by the amount of the premium
received by the Fund when it sold the option. When the Fund sells (writes)
put options, the Fund’s gains are limited to the extent of the premiums
received; however, in return for the option premium, the Fund accepts the
risk that it may be required to purchase the underlying asset at a price in
excess of the asset’s market value.

The market value of options written by the Fund will be affected by
many factors, including changes in the market value of underlying
securities or indices, changes in the dividend rates of underlying securities
(or in the case of indices, the securities comprising such indices), changes
in interest rates, changes in the actual or perceived volatility of the stock
market and underlying securities, and the remaining time to an option’s
expiration. The market value of an option also may be adversely affected
if the market for the option is reduced or becomes less liquid.

There is no assurance that a liquid market will be available at all times
for the Fund to sell call options or to enter into closing purchase
transactions. In addition, the premiums the Fund receives for selling call
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options may decrease as a result of a number of factors, including
changes in interest rates generally, a decline in stock market volumes or a
decrease in the price volatility of the underlying securities. The Fund
incurs transaction expenses when selling call options. The Fund incurs
transaction expenses when selling call options or put options. The options
transactions of the Fund may increase its portfolio turnover rates and the
amount of commissions the Fund will pay.

The Fund may write call options that are “in the money,” meaning calls
whose exercise price is less than the market price of the underlying stock or
basket of stocks when the options are written or “at the money,” meaning
calls whose exercise price is equal to the market price of the underlying
stock or basket of stocks when the options are written. Call options that are
written “in the money” or “at the money” are more likely to be exercised
by the counterparty than other options and effectively eliminate the Fund’s
ability to benefit from appreciation in the market value of the securities on
which the options are written during the period of the option.

Transactions involving the disposition of the Fund’s underlying
securities (whether pursuant to the exercise of a call option or otherwise)
give rise to capital gains or losses. Because the Fund has no control over
the exercise of the call options, shareholder redemptions, or corporate
events affecting its equity securities investments (such as mergers or
reorganizations), it may be forced to realize capital gains or losses at
inopportune times.

Market Risk
Investment markets can be volatile. Various market risks can affect the

price or liquidity of an issuer’s securities in which the Fund may invest. The
prices of investments can fall rapidly in response to developments
affecting a specific company or industry, or to changing economic,
political, demographic or market conditions, including disruptions caused
by trade disputes, epidemics or pandemics, terrorism, or other factors.
From time to time, the Fund may invest a significant portion of its assets
in companies in one or more related industries or sectors, which would
make the Fund more vulnerable to adverse developments affecting those
industries or sectors. No hedging or other instrument exists that would
allow the Fund to eliminate all of the Fund’s exposure to market volatility.
During periods of significant market stress or volatility, the performance of
the Fund may be more volatile and may correlate to a greater extent with
the overall equity markets than it has during periods of less stress and
volatility. There can be no assurance that the Fund’s performance will not
correlate closely with that of the equity markets during certain periods,
such as periods of significant market stress. The Fund’s investments may
decline in value if markets perform poorly. There is also a risk that the
Fund’s investments may underperform either the securities markets
generally or particular segments of the securities markets.
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The liquidity in a market for a particular security will affect its value
and may be affected by factors relating to the issuer, as well as the depth
of the market for that security. Other market risks that can affect value
include a market’s current attitudes about types of securities, market
reactions to political, social, economic or other events, including litigation,
and tax and regulatory changes or other developments (including lack of
adequate regulations for a market or particular type of instrument).

An outbreak of respiratory disease caused by a novel coronavirus
designated as COVID-19 emerged in late 2019 and spread internationally.
The transmission of COVID-19 and efforts to contain its spread have
resulted in, among other things, border closings and other significant
travel restrictions and disruptions, significant disruptions to business
operations, supply chains and customer activity, event cancellations and
restrictions, service cancellations, reductions and other changes, significant
challenges in healthcare service preparation and delivery, and prolonged
quarantines, as well as general concern and uncertainty. These impacts
also have caused, and may continue to contribute to, significant market
volatility, exchange trading suspensions and closures, and declines in
global financial markets, which have caused losses for investors. The
COVID-19 pandemic and its effects may be short term or may last for an
extended period of time, and in either case could result in significant
market volatility, exchange trading suspensions and closures, declines in
global financial markets, higher default rates, and a substantial economic
downturn or recession. Health crises caused by the outbreak of COVID-19
(or similar outbreaks of infectious disease) and governmental responses
thereto may exacerbate other pre-existing political, social, economic,
market and financial risks.  The impact of the COVID-19 outbreak, and
other epidemics and pandemics that may arise in the future, could
negatively affect the global economy, the economies of individual
countries, and the financial performance of individual companies, sectors,
industries, asset classes, and markets in significant and unforeseen ways.
Any such impact could adversely affect the value and liquidity of the
Fund’s investments, limit severely the Fund’s investment opportunity set,
impair the Fund’s ability to satisfy redemption requests, and negatively
impact the Fund’s performance. In addition, the outbreak of COVID-19 or
similar infectious diseases, and measures taken to mitigate their effects,
could result in disruptions to the services provided to the Fund by its
service providers, leading to operational delays and failures and additional
investment losses. Issues arising out of or related to this recent health crisis
and governmental and business responses thereto may cause one or more
events in which the Fund has invested to fail to close or occur as expected
by the Adviser, leading to a Fund experiencing investment losses.

SPAC Risk
Because SPACs and similar entities have no operating history or

ongoing business other than seeking acquisitions, the value of their
securities is particularly dependent on the ability of the entity’s
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management to identify and complete a profitable acquisition. Some
SPACs may pursue acquisitions only within certain industries or regions,
which may increase the volatility of their prices. In addition, these
securities, which may be traded in the over-the-counter market, may be
considered illiquid and/or may be subject to restrictions on resale. An
investment in an SPAC is subject a variety of risks, including that (i) a
significant portion of the monies raised by the SPAC for the purpose of
identifying and effecting an acquisition or merger may be expended
during the search for a target transaction; (ii) an attractive acquisition or
merger target may not be identified at all and the SPAC will be required
to return any remaining monies to shareholders; (iii) any proposed merger
or acquisition may be unable to obtain the requisite approval, if any, of
SPAC shareholders; (iv) an acquisition or merger once effected may prove
unsuccessful and an investment in the SPAC may lose value; (v) the
warrants or other rights with respect to the SPAC held by the Fund may
expire worthless or may be repurchased or retired by the SPAC at an
unfavorable price; (vi) the Fund will be delayed in receiving any
redemption or liquidation proceeds from a SPAC to which it is entitled;
(vii) an investment in an SPAC may be diluted by additional later offerings
of interests in the SPAC or by other investors exercising existing rights to
purchase shares of the SPAC; (viii) no or only a thinly traded market for
shares of or interests in an SPAC may develop, leaving the Fund unable to
sell its interest in an SPAC or to sell its interest only at a price below what
the Fund believes is the SPAC interest’s intrinsic value; (ix) the values of
investments in SPACs may be highly volatile, the Fund may have little or
no ability to hedge its exposure to a SPAC investment, and the value of a
SPAC investment may depreciate significantly; (x) an investment in a SPAC
may include potential conflicts and potential for misalignment of
incentives in the structure of the SPAC; and (xi) the growth in SPAC
offerings may increase competition for target companies and, as a result,
contribute to a decline in deal quality.

Limited Distribution Risk
The Fund’s shares may be offered only through a limited number of

separate accounts of insurance companies. As a result, the Fund may not
attract sufficient assets to achieve or maximize investment and operational
efficiencies. If the Fund fails to achieve sufficient scale, it may be liquidated.

Legal and Regulatory Risk
Legal, tax and regulatory changes could occur and may adversely

affect the Fund, its investments, and its ability to pursue its investment
strategies and/or increase the costs of implementing such strategies. New
(or revised) laws or regulations may be imposed by the U.S. Commodity
Futures Trading Commission (“CFTC”), the Securities and Exchange
Commission (“SEC”), the Internal Revenue Service (“IRS”), the Federal
Trade Commission (“FTC”), the U.S. Federal Reserve or other domestic or
foreign governmental regulatory authorities or self-regulatory
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organizations that could adversely affect the Fund or the Fund’s
investments, including, for example, by preventing the completion of a
proposed merger or eliminating some or all of the benefits of a proposed
merger. The Fund also may be adversely affected by changes in the
enforcement or interpretation of existing statutes and rules by
governmental regulatory authorities or self-regulatory organizations, such
as statutes and regulations governing mergers, takeovers or potential
monopolies. Governments may take actions, including unexpected actions
contrary to past policy and precedent, specifically designed to prevent or
limit mergers or reorganizations for, among other reasons, to achieve
political goals, to preserve domestic jobs, tax revenue or important
industries, all of which may adversely affect the Fund’s investments.

Regulators around the globe have increasingly taken measures to seek
to increase the stability of the financial markets, including by adopting
rules that may curtail the Fund’s ability to use derivative and other
instruments and that may require the Fund to change how it has been
managed historically. The Adviser continues to evaluate these measures,
and there can be no assurance that they will not adversely affect the Fund
and its performance. In addition, the securities and futures markets are
subject to comprehensive statutes, regulations and margin requirements.
The CFTC, the SEC, the Federal Deposit Insurance Corporation, FTC,
other regulators and self-regulatory organizations and exchanges are
authorized under these statutes, regulations and otherwise to take
extraordinary actions in the event of market emergencies. Additionally,
the withdrawal of governmental and/or self regulatory support, failure of
governmental and/or self regulatory efforts in response to a financial
crisis, or investor perception that those efforts are not succeeding could
negatively affect financial markets generally as well as the values and
liquidity of certain securities. Federal, state, and other governments, their
regulatory agencies, or self regulatory organizations may take actions that
affect the regulation of the securities in which a Fund invests or the issuers
of such securities in ways that are unforeseeable.

The CFTC and certain futures exchanges have established limits,
referred to as “position limits,” on the maximum net long or net short
positions which any person may hold or control in particular options and
futures contracts; those position limits may apply to certain other
derivatives positions the Fund may wish to take. All positions owned or
controlled by the same person or entity, even if in different accounts, may
be aggregated for purposes of determining whether the applicable
position limits have been exceeded. Thus, even if the Fund does not
intend to exceed applicable position limits, it is possible that different
clients managed by the Adviser and its affiliates may be aggregated for
this purpose. Therefore it is possible that the trading decisions of the
Adviser may have to be modified and that positions held by the Fund may
have to be liquidated in order to avoid exceeding such limits. The
modification of investment decisions or the elimination of open positions,
if it occurs, may adversely affect the performance of the Fund.
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The SEC has in the past adopted interim rules requiring reporting of
all short positions above a certain de minimis threshold and may adopt
rules requiring monthly public disclosure in the future. In addition, other
non-U.S. jurisdictions where the Fund may trade have adopted reporting
requirements. If the Fund’s short positions or its strategy become
generally known, it could have a significant effect on the Adviser’s ability
to implement its investment strategy. In particular, it would make it more
likely that other investors could cause a short squeeze in the securities
held short by the Fund forcing the Fund to cover its positions at a loss. In
addition, if other investors engage in copycat behavior by taking positions
in the same issuers as the Fund, the cost of borrowing securities to sell
short could increase drastically and the availability of such securities to the
Fund could decrease drastically. Such events could make the Fund unable
to execute its investment strategy. In addition, if the SEC were to adopt
restrictions regarding short sales, they could restrict the Fund’s ability to
engage in short sales in certain circumstances, and the Fund may be
unable to execute its investment strategies as a result.

The SEC and regulatory authorities in other jurisdictions may adopt
(and in certain cases, have adopted) bans on short sales of certain
securities in response to market events. Bans on short selling may make it
impossible for the Fund to execute certain investment strategies and may
have a material adverse effect on the Fund’s ability to generate returns.

Investing in companies involved in significant mergers, restructurings
and other similar transactions or corporate events tends to involve increased
litigation risk. This risk may be greater in the event the Fund takes a large
position or is prominently involved on a bankruptcy or creditors’ committee.
The expense of asserting claims (or defending claims) and recovering any
amounts pursuant to settlements or judgments may be borne by the Fund.
Further, ownership of companies over certain threshold levels involves
additional filing requirements and substantive regulation on such owners,
and if the Fund fails to comply with all of these requirements, the Fund may
be forced to disgorge profits, pay fines or otherwise bear losses or other
costs from such failure to comply. Public disclosure of the Fund’s positions
could have a significant effect on the Adviser’s ability to implement its
investment strategies for the Fund. For example, if other investors engage in
copycat behavior by taking positions in the same issuers as the Fund, the
cost of such securities to the Fund could increase drastically. Additionally, to
the extent that such purchases are opposed by management of the target
company or others, the Fund may be subject to litigation. Such events could
increase the Fund’s costs significantly, reduce the Fund’s returns, and
prevent the Fund from executing its investment strategy.

Lower-Rated Securities Risk
Securities rated below investment-grade, sometimes called “high-

yield” or “junk” bonds, have speculative characteristics and generally
have more than higher-rated securities. Companies issuing high-yield
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fixed-income securities are not as strong financially as those issuing
securities with higher credit ratings. These companies are more likely to
encounter financial difficulties and are more vulnerable to changes in the
economy, such as a recession or a sustained period of rising interest rates,
which could affect their ability to make interest and principal payments. If
an issuer stops making interest and/or principal payments, payments on
the securities may never resume. These securities may be worthless and a
Fund investing in them could lose its entire investment. Since the previous
major U.S. economic recession, there has been a substantial increase in
the use of high-yield debt securities to fund highly leveraged corporate
acquisitions and restructurings, so past experience with high-yield
securities in a prolonged economic downturn may not provide an accurate
indication of likely performance of such investments during such periods.

Other Risks
Certain portfolio management techniques, such as, among other

things, using reverse repurchase agreements or dollar rolls, purchasing
securities on a when-issued or delayed delivery basis, entering into swap
agreements, futures contracts or other derivative transactions, or engaging
in short sales, may be considered senior securities unless steps are taken to
segregate the Fund’s assets or otherwise cover its obligations. To avoid
having these instruments considered senior securities, the Fund intends to
segregate liquid assets with a value equal (on a daily mark-to-market basis)
to its obligations under these types of transactions, enter into offsetting
transactions or otherwise cover such transactions. The Fund may be unable
to use such segregated assets for certain other purposes, which could
result in the Fund earning a lower return on its portfolio than it might
otherwise earn if it did not segregate those assets to cover such positions.
To the extent the Fund’s assets are segregated or committed as cover, it
could limit the Fund’s investment flexibility. Segregating assets and
covering positions will not limit or offset losses.

In addition to the Fund’s principal investment strategies, the Fund’s
Adviser may invest in other investments or utilize other strategies,
including other market neutral strategies. A market neutral strategy is a
type of investment strategy that seeks to profit irrespective of whether
prices of securities in the market more generally are broadly increasing or
decreasing.  The performance of a successfully implemented market
neutral strategy may have relatively low levels of correlation to the
performance of the market overall, though under certain conditions the
performance of many asset classes and investment strategies, including
market neutral strategies, have become highly correlated with the broader
market, and may become so again.

In June 2016, the United Kingdom approved a referendum to leave
the European Union (commonly known as “Brexit”). On January 31, 2020,
the United Kingdom formally withdrew from the European Union.
An agreement between the United Kingdom and the European Union

37

  
         

                        



governing their future trade relationship became effective January 1,
2021. While the full impact of Brexit is unknown, Brexit has already
resulted in volatility in European and global markets. Potential negative
long-term effects could include, among others, greater market volatility
and illiquidity, disruptions to world securities markets, currency
fluctuations, deterioration in economic activity, a decrease in business
confidence, and an increased likelihood of a recession in the United
Kingdom. Given the size and importance of the United Kingdom’s
economy, uncertainty about its legal, political, and economic relationship
with the remaining member states of the European Union may continue to
be a source of instability. Moreover, other countries may seek to withdraw
from the European Union and/or abandon the euro, the common currency
of the European Union. The ultimate effects of these events and other
socio-political or geopolitical issues are not known but could profoundly
affect global economies and markets. Whether or not a Fund invests in
securities of issuers located in Europe or with significant exposure to
European issuers or countries, these events could negatively affect the
value and liquidity of a Fund’s investments.

The London Interbank Offered Rate, or “LIBOR,” is intended to
represent the rate at which contributing banks may obtain short-term
borrowings from each other in the London interbank market. LIBOR may be
available for different durations (e.g., 1 month or 3 months) and for
different currencies. The terms of many investments, financings or other
transactions to which a Fund may have exposure have been historically tied
to LIBOR. LIBOR may be a significant factor in determining the Fund’s
payment obligations under a derivative investment, the cost of financing to
the Fund or an investment’s value or return to the Fund, and may be used
in other ways that affect the Fund’s investment performance. The
regulatory authority that oversees financial services firms and financial
markets in the U.K. has announced that, after the end of 2021, it would no
longer persuade or compel contributing banks to make rate submissions for
purposes of determining the LIBOR rate. On November 30, 2020, the
administrator of LIBOR announced a delay in the phase out of a majority of
the U.S. dollar LIBOR publications until June 30, 2023, with the remainder
of LIBOR publications to still end at the end of 2021. As a result, it is
possible that commencing in 2022, LIBOR may no longer be available or no
longer deemed an appropriate reference rate upon which to determine the
interest rate on or impacting certain investments of the Fund’s portfolio.

In light of this eventuality, public and private sector industry initiatives
are currently underway to identify new or alternative reference rates to be
used in place of LIBOR. However, there are obstacles to converting certain
securities and transactions to a new reference rate. Transition planning is
at an early stage, and neither the effect of the transition process nor its
ultimate success can yet be known. The transition process might lead to
increased volatility and illiquidity in markets for instruments whose terms
currently include LIBOR. It could also lead to a reduction in the value of
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some LIBOR-based investments and reduce the effectiveness of new
hedges placed against existing LIBOR-based investments. There is no
assurance that the composition or characteristics of any such alternative
reference rate will be similar to or produce the same value or economic
equivalence as LIBOR or that it will have the same volume or liquidity as
did LIBOR prior to its discontinuance or unavailability, which may affect the
value or liquidity or return on certain investments of the Funds and result in
costs incurred in connection with closing out positions and entering into
new trades. These risks may also apply with respect to changes in
connection with other interbank offering rates (e.g., Euribor) and a wide
range of other index levels, rates and values that are treated as
“benchmarks” and are the subject of recent regulatory reform. All of the
aforementioned may adversely affect the Funds’ performance or NAV. 

PORTFOLIO HOLDINGS
A description of the Fund’s policies and procedures with respect to the

disclosure of its portfolio securities is available in the Statement of
Additional Information (“SAI”). As of the date of this Prospectus, disclosure
of the Fund’s complete holdings is required to be made quarterly within
60 days of the end of each fiscal quarter in the Annual Report and
Semi-Annual Report to Fund shareholders and required to be prepared
monthly and filed, for each month in the fiscal quarter, within 60 days of
the end of the fiscal quarter on Form N-PORT. The Annual Report,
Semi-Annual Report and reports on Form N-PORT for the third month of
the first and third fiscal quarter are available, free of charge, on the
EDGAR database on the SEC’s website at www.sec.gov or by contacting
The Merger Fund VL c/o U.S. Bancorp Fund Services, LLC, P.O. Box 701,
Milwaukee, Wisconsin 53201-0701 or by calling 1-800-343-8959.

INVESTMENT ADVISER
Westchester Capital Management, LLC (the “Adviser” or “WCM”),

100 Summit Lake Drive, Valhalla, New York 10595, a registered
investment adviser since 2010, has been the Fund’s investment adviser
since 2011. Prior to 2011, the Fund was managed by the Adviser’s
predecessor, Westchester Capital Management, Inc.

The Adviser has entered into an agreement with Virtus Investment
Partners, Inc. (“Virtus”), pursuant to which Virtus will acquire the Adviser
(the “Acquisition”), subject to a number of conditions. The closing of the
Acquisition is expected to result in the termination of the investment
advisory agreement of the Fund. Under the terms of the Acquisition,
among other matters, it is intended that a wholly-owned subsidiary of
Virtus, Virtus Investment Advisers, Inc., will become the investment adviser
to the Fund and WCM will serve as sub-adviser to the Fund. The Board of
Trustees of the Fund will be asked to approve new investment advisory and
sub-advisory agreements for the Fund and to nominate new members to
the Board of Trustees. If approved by the Board of Trustees of the Fund,
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shareholders of the Fund will be asked to approve the new investment
advisory and sub-advisory agreements for the Fund and to elect new
members to the Board of Trustees. The Acquisition is expected to close in
the second half of 2021, subject to a number of conditions, including Board
and shareholder approval of the foregoing matters. Messrs. Behren and
Shannon, are expected to continue to be responsible for the day-to-day
portfolio management of the Fund after the closing of the Acquisition. It is
not anticipated that there will be any changes to the Fund’s investment
objectives or principal investment strategies as a result of the Acquisition.

The Adviser and its affiliate had approximately $4.3 billion in assets
under management as of December 31, 2020. The Adviser and its affiliate
manage merger-arbitrage programs and other investment strategies
similar to the Fund’s investment strategies for other institutional investors,
including other registered open-end investment companies and other
investment pools. Subject to the oversight of the Fund’s Board of
Trustees (the “Board”), the Adviser is responsible for the overall
management of the Fund’s securities portfolio.

The Fund and the Adviser have entered into an investment advisory
agreement (the “Advisory Agreement”), under the terms of which the Fund
has employed the Adviser to manage the investment of the assets of the
Fund, to place orders for the purchase and sale of its portfolio securities, and
to be responsible for overall management of the Fund’s securities portfolio,
subject to the oversight of the Board. Under the Advisory Agreement, the
Fund pays to the Adviser as compensation for the services rendered, facilities
furnished, and expenses paid by it, a fee at the following annual rate:

Annual Management Fee
(as a Percentage of the Fund’s 

Fund Average Daily Net Asset Value)

The Merger Fund VL 1.25%

The Adviser has entered into an agreement with the Fund whereby the
Adviser has contractually agreed to either waive all or a portion of its
management fee and, if necessary, to bear certain other expenses (to the
extent permitted by the Internal Revenue Code of 1986, as amended (the
“Code”), but not including brokerage commissions, short dividends, interest
expense, taxes, acquired fund fees and expenses or extraordinary expenses)
associated with operating the Fund so that the total Annual Fund Operating
Expenses do not exceed 1.40% of the Fund’s average daily net assets (the
“Expense Limitation Agreement”). The Expense Limitation Agreement
permits the Adviser to recapture amounts that it waives or absorbs on
behalf of the Fund at any time within three years of the end of the fiscal year
in which the fee was reduced or waived or the expense was borne provided
that doing so would not cause the Fund’s operating expenses for that year,
excluding brokerage commissions, short dividends, interest expense, taxes,
acquired fund fees and expenses or extraordinary expenses, to exceed
1.40% of the Fund’s average daily net assets or be inconsistent with the
terms of any expense limitation agreement in effect at the time of
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recoupment. The Fund paid the Adviser an advisory fee equal to 0.80% of
the Fund’s average daily net assets for the most recent fiscal year (after
giving effect to the fee waiver by the Adviser). This Expense Limitation
Agreement will apply until April 30, 2022, unless it is terminated at an earlier
time by the Board. A discussion regarding the basis for the Board approving
the Advisory Agreement is available in the Fund’s Annual Report to
shareholders for the fiscal year ended December 31, 2020.

Portfolio Managers
Mr. Roy D. Behren and Mr. Michael T. Shannon are primarily

responsible for the day-to-day management of the Fund’s portfolio.
Mr. Behren has served as Co-President of the Adviser since 2011 and

also serves as Co-President, Treasurer and a Trustee of the Fund. Mr.
Behren served as a research analyst for Westchester Capital Management,
Inc. (“Westchester”), the Fund’s previous investment adviser, from 1994
until 2010 and as the Chief Compliance Officer of Westchester and the
Fund from 2004 until June 2010, and has served as a portfolio manager
for the Fund since January 2007.

Mr. Shannon has served as Co-President of the Adviser since 2011 and
also serves as Co-President and a Trustee of the Fund. Mr. Shannon
served as Westchester’s Director of Research from May 1996 until April
2005. From April 2005 to April 2006, Mr. Shannon was Senior Vice
President in charge of the Special Situations and Mergers Group of D.E.
Shaw & Co. Mr. Shannon returned to Westchester in May 2006 as a
research analyst and portfolio strategist and has served as a portfolio
manager for the Fund since January 2007.

The SAI provides additional information about the portfolio managers’
compensation, other accounts managed by the portfolio managers, and
the portfolio managers’ ownership of securities in the Fund.

DISTRIBUTION, PURCHASE AND REDEMPTION PRICE
Currently, shares of the Fund are not sold to the general public. Fund

shares are offered for purchase by separate accounts to serve as an
investment medium for Contracts issued by participating insurance
companies. Depending on the context, references to “you” or “your”
herein refer either to the holder of a Contract who may select Fund shares
to fund his or her investment in the Contract or to the participating
insurance company as the holder of Fund shares through one or more
separate accounts.

Purchase and redemption orders are placed only by participating
insurance companies. The participating insurance companies that issued the
Contracts are responsible for investing in the Fund according to the
investment options chosen by the investors in the Contracts. Investors in the
Contracts should consult their Contract prospectus for additional information.

The price at which a purchase or redemption is effected is based on
the next calculation of NAV after an order for purchase or redemption is
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received by the Fund in good order. All purchases received in good order
before the time as of which the Fund calculates its NAV (the “NAV
calculation time”) will be processed on that same day. Purchases received
after the NAV calculation time (normally 4:00 p.m., Eastern Time) will
receive the next business day’s NAV per share. The redemption price may
be more or less than the shareholder’s cost.

All redemption requests will be processed and payment with respect
thereto normally will be made within seven days after receipt by the Fund.
The Fund may suspend redemptions, if permitted by the 1940 Act, for any
period during which the NYSE is closed or during which trading is restricted
by the SEC or during which the SEC declares that an emergency exists.
Redemptions may also be suspended during other periods permitted by
the SEC for the protection of the Fund’s shareholders. The Transfer Agent
may temporarily delay for more than seven days the disbursement of
redemption proceeds from the Fund account of a “Specified Adult” (as
defined in FINRA Rule 2165) based on a reasonable belief that financial
exploitation of the Specified Adult has occurred, is occurring, has been
attempted, or will be attempted, subject to certain conditions.

The Adviser expects to use a variety of resources to honor requests to
redeem shares of the Fund, including available cash; short-term investments;
interest, dividend income and other monies earned on portfolio
investments; the proceeds from the sale or maturity of portfolio holdings;
and various other techniques, including, without limitation, repurchase
agreements. A variety of other measures, such as redemptions in kind (i.e.,
payment in portfolio securities rather than cash), may also be used to honor
redemptions. The Adviser does not expect to honor redemption requests in
kind regularly, but reserves the right to do so. If your shares are redeemed
in kind you will incur transaction costs upon disposition of the securities
received in the distribution. In addition, you would continue to be subject to
the risks of any market fluctuation in the value of the securities you receive
in kind until they are sold. The Adviser expects to use the resources and
measures discussed above, amongst others, to meet redemption requests in
regular and stressed market conditions.

The Board has adopted policies and procedures applicable to the
separate accounts with respect to frequent purchases and redemptions of
Fund shares by Fund shareholders. The Fund discourages abusive short-
term trading that may disrupt the efficient management of the Fund’s
portfolio and materially increase trading costs to long-term shareholders
of the Fund. While the Fund makes efforts (directly and with the
assistance of its service providers) to identify and restrict frequent trading,
the Fund receives purchase and sale orders through financial
intermediaries and does not always have the information necessary to
monitor for abusive short-term trading by shareholders, including, when
trading may be placed through financial intermediaries or by the use of
group or omnibus accounts maintained by those intermediaries. The
Fund’s policies and procedures are separate from, and in addition to, any
policies and procedures applicable to Contract transactions.
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The Board recognizes that the Fund must rely on the insurance company
to both monitor frequent purchases and redemptions and attempt to
prevent it through its own policies and procedures with respect to the
Contracts. Purchase and redemption transactions submitted to the Fund by
insurance company separate accounts reflect the transactions of multiple
variable product owners whose individual transactions are not disclosed to
the Fund. In situations in which the Fund becomes aware of possible market
timing activity, it will notify the insurance company separate account in order
to help facilitate the enforcement of its market timing policies and
procedures. However, there is no assurance that the insurance company will
investigate or stop any activity that proves to be inappropriate. There is a
risk that the Fund’s and insurance company’s policies and procedures will
prove ineffective in whole or in part to detect or prevent frequent trading.
Whether or not the Fund or the insurance company detects it, if market
timing activity occurs, then you should anticipate that you will be subject to
the disruptions and increased expenses discussed above.

NET ASSET VALUE
You may purchase or redeem shares of the Fund on any day when the

Fund calculates its NAV. The Fund calculates its NAV on each weekday
other than days when the NYSE is closed for a holiday or days when the
NYSE is otherwise scheduled to be closed (each day a NAV is calculated, a
“Business Day”). The Fund calculates the NAV of each class of its shares
by determining the aggregate value of all of the assets attributable to that
class less all liabilities attributable to that class, and then dividing that
difference by the total number of shares of that class outstanding. The
Fund normally calculates its NAV each Business Day as of 4:00 p.m.
Eastern time. On days when the NYSE has scheduled an early close for
regular trading (e.g., due to a holiday), the Fund normally calculates its
NAV as of the time of that early close. Notwithstanding the preceding, the
Fund may determine to calculate its NAV as of the close of regular trading
on the NYSE on any day when there is an unscheduled early close to
regular trading on the NYSE. The values of the Fund’s investments,
especially those traded in foreign markets, may change on days when you
cannot purchase or redeem shares of the Fund.

The Fund values its portfolio securities for purposes of calculating its
NAV using procedures approved by the Fund’s Board of Trustees. Those
procedures allow for a variety of methodologies to be used to value the
Fund’s investments. The specific methodologies used for a particular
investment may vary based on the market data available for a specific
investment at the time the Fund calculates its NAV or based on other
considerations. The procedures also permit a level of judgment to be
used in the valuation process. Accordingly, the methodologies
summarized below are not an exhaustive list of the methodologies a Fund
may use to value an investment and they may not represent the means by
which the Fund’s investments are valued on any particular Business Day.
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Equity securities, including common and preferred stocks, closed-end
funds and ETFs, that trade on an exchange will typically be valued based
on the last reported sale price. Securities listed on NASDAQ are typically
valued using the NASDAQ Official Closing Price. If, on a particular day, an
exchange-listed security does not trade, then the mean between the
closing bid and asked prices will typically be used to value the security.
Fixed income securities having a maturity of greater than 60 days are
typically valued based on evaluations provided by an independent pricing
vendor. Investments in United States government securities (other than
short-term securities) are valued at the mean between the 4:00 p.m. New
York time bid and asked prices supplied by a third party vendor. Short-
term fixed-income securities having a maturity of less than 60 days are
valued at market quotations or based on valuations supplied by a third
party pricing service. If a reliable price from a third party pricing service is
unavailable, amortized cost may be used if it is determined that the
instrument’s amortized cost value represents approximately the fair value
of the security. Investments in Special Purpose Acquisition Companies,
including their related units, shares, rights and warrants (each a “SPAC
interest”), will typically be valued by reference to the last reported
transaction for the composite exchange. If, on a particular day, no reliable
market transaction is readily available and reported for the composite
exchange, then the mean between the closing bid and asked prices on
the composite exchange will be used to value the SPAC interest, or the
SPAC interest will be fair valued in accordance with the Fund’s pricing
procedures. If a Fund has elected to redeem a SPAC interest, the
redeemed SPAC interest will typically be valued by reference to the last
reported transaction for the SPAC interest on the composite exchange, or
the mean between the closing bid and ask prices on the composite
exchange, in each case immediately before the deadline for the tender of
redemption orders for the SPAC interest or, if known, the announced
redemption proceeds. Exchange-traded options are typically valued at the
higher of the intrinsic value of the option (i.e., what the Fund would pay or
can receive upon the option being exercised) or the last reported
composite sale price when such sale falls between the bid and asked
prices. Notwithstanding the above, options that trade principally on a
European exchange are typically valued at the “settlement price” as
reported by the exchange on which the option principally trades. If the
settlement price for a European exchange-traded option is unreliable or
unavailable, the option will generally be valued at the last reported sale
price. When the last sale of an exchange-traded option is outside the bid
and asked prices, the Fund will typically value the option at the higher of
the intrinsic value of the option or the mean between the highest end of
day option bid price and the lowest end of day option ask price.
Investments in registered open-end investment companies are typically
valued at their reported NAV per share. Forward currency contracts are
valued daily at the prevailing forward exchange rate.  In general, swap
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prices are determined using the same methods as would be used to price
the underlying security. When the underlying security is the subject of a
completed corporate reorganization for which the final deal terms are
known, the swap is priced at the value of the consideration to be received
by the Fund.  The credit quality of counterparties and collateral is
monitored and the valuation of a swap may be adjusted if it is believed
that the credit quality of the counterparty or collateral affects the market
value of the swap position.

The Fund typically fair values securities and assets for which (a) market
quotations are not readily available or (b) market quotations are believed
to be unrepresentative of market value. For example, the Fund may fair
value a security that primarily trades on an exchange that closes before
the NYSE if a significant event occurs after the close of the exchange on
which the security primarily trades but before the NYSE closes. Fair
valuations are determined in good faith by the Valuation Group, a
committee comprised of persons who are officers of the Trust or
representatives of the Adviser, acting pursuant to procedures adopted by
the Board. When fair-value pricing is employed, the prices of securities
used by the Fund to calculate its NAV may differ from quoted or
published prices for the same securities. In addition, due to the subjective
nature of fair-value pricing, it is possible that the value determined for a
particular asset may be materially different from the value realized upon
such asset’s sale. Further, technological issues or other service disruption
issues involving third party service providers may also cause the Fund to
value its investments incorrectly. Incorrect valuations of the Fund’s
portfolio holdings could result in a Fund’s shareholder transactions being
effected at a NAV that does not accurately reflect the underlying value of
the Fund’s portfolio, resulting in the dilution of shareholder interests.

DIVIDENDS, DISTRIBUTIONS AND TAXES
The Fund intends to distribute substantially all of its net investment

income, qualified dividend income and net capital gains, if any, at least
annually. All dividends and distributions will be automatically reinvested in
the Fund unless otherwise requested by the participating insurance
company issuing the Contract.

The following discussion is a summary of some important U.S. federal
income tax considerations generally applicable to an investment in the
Fund by an insurance company separate account funding a Contract. The
discussion is based on the assumption that Fund shares will be respected
as owned by the insurance company separate accounts that invest in the
Fund. If this is not the case, the person or persons determined to own the
Fund shares will be currently taxed on Fund distributions and on the
proceeds of any redemption of Fund shares. Please consult your tax
adviser regarding your specific questions about federal, state, local or
other tax laws applicable to you.
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The Fund has elected and intends to qualify and be eligible for
treatment each year as a “regulated investment company” under
Subchapter M of the Code. By so qualifying, the Fund will generally not be
subject to U.S. federal income tax on its net investment income and net
realized capital gains that it distributes to its shareholders at least annually.
Further, the Fund intends to meet certain diversification requirements
applicable to regulated investment companies underlying variable life
insurance and variable annuity contracts. If the Fund were to fail to meet
such diversification requirements, income and gain allocable to Contracts
invested in the Fund at any time during the calendar quarter in which the
failure occurred could become currently taxable to the owners of the
Contracts and income for prior periods with respect to such Contracts also
could be taxable, most likely in the year of the failure to achieve the
required diversification. Other adverse tax consequences could also ensue.

Because the shareholders of the Fund are the separate accounts of the
participating insurance companies, no discussion is included here as to tax
consequences to other types of shareholders. Further, this discussion is not
intended as a discussion of the U.S. federal income tax consequences of
purchasing and owning Contracts. For information concerning the U.S.
federal income tax consequences to the owners of Contracts, see the
separate prospectus for such Contracts and consult a tax adviser.

OTHER INFORMATION
Investing Through a Variable Insurance Contract. Shares of the Fund

are typically sold to separate accounts of insurance companies to fund the
benefits under Contracts. Please see the Contract prospectus for a
detailed explanation of your Contract. The Fund, the Adviser and their
affiliates may make payments to sponsoring insurance companies (or their
affiliates) for distribution and/or other services related to the Fund and
Contract owners. The benefits to the insurance companies of offering the
Fund over other portfolios and these payments may be factors that the
insurance companies consider in including the Fund as an underlying
investment option in the Contracts and may create a conflict of interest.
The prospectus for your Contract may contain additional information about
these payments. See also “Other Service Providers” in the SAI for
information about payments made to Brighthouse Life Insurance Company
(formerly known as two separate entities, Metropolitan Life Insurance
Company of Connecticut and MetLife Life and Annuity Company of
Connecticut) (“Brighthouse”), Hartford Life Insurance Company, Jefferson
National Life Insurance Company, AGL Life Assurance Company, New York
Life Insurance and Annuity Corporation, Symetra Life Insurance Company,
First Symetra National Life Insurance Company of New York, The Guardian
Insurance & Annuity Company, Inc., Nationwide Financial Services, Inc.,
Ayco Services Agency, L.P. and Principal Life Insurance Company. The
preceding list of insurance companies may not represent all of the
insurance companies that make shares of the Fund available in connection
with their contracts and is subject to change over time.
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The Fund’s name and investment objective are very similar to The
Merger Fund (“TMF”), a publicly available mutual fund that is managed by
the Adviser. The Fund offered through this Prospectus is not TMF and will
not have the same performance. Different performance will result from
such factors as different implementation of investment policies, different
investment restrictions, different cash flows into and out of the Fund,
different fees and expenses, and different asset sizes.

Understanding the Information Presented in this Prospectus.
Performance results shown in this Prospectus may include the effects of
previous expense reduction arrangements or fee waivers in effect during
previous periods. The performance results shown would have been lower
absent the effect of the expense reduction arrangements and fee waivers.
Unless otherwise noted, the expense information shown is based on
expenses incurred during the Fund’s most recently completed fiscal year,
expressed as a percentage of the Fund’s average daily net assets over that
period. Because the Fund’s asset size changes daily in response to market
volatility and purchase and redemption activity, the expense information
shown has not been adjusted to reflect the Fund’s current asset size. The
Fund’s annual operating expenses and its asset size will likely vary from
year to year and may vary materially. In general, the Fund’s annual
operating expenses will increase as the Fund’s assets decrease.

MIXED AND SHARED FUNDING
The Fund was originally established exclusively for the purpose of

providing an investment vehicle for insurance company separate accounts
in connection with variable annuity contracts or variable life insurance
policies issued by Brighthouse. However, under an order granted by the
SEC on March 8, 2004, the Fund is permitted to engage in “mixed and
shared funding” (the “Mixed and Shared Funding Order”). This allows the
Fund to sell shares to other separate accounts funding Contracts and
certain other permitted parties (the “Insurance Companies”). The Fund
intends to engage in mixed and shared funding arrangements in the
future and in doing so must comply with conditions of the Mixed and
Shared Funding Order that are designed to protect investors. Due to the
differences in tax treatment and other considerations, the interests of the
various Contract owners may conflict. The Board will monitor events in
order to identify the existence of any material irreconcilable conflicts and
to determine what action, if any, should be taken in response to any such
conflict. Such action could result in one or more participating insurance
companies withdrawing their investment in the Fund.
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FINANCIAL HIGHLIGHTS
The financial highlights table is intended to help you understand the

Fund’s financial performance for the past five years. Certain information
reflects financial results for a single Fund share. The total returns in the
table represent the rate that an investor would have earned or lost on an
investment in the Fund (assuming reinvestment of all dividends and
distributions). The total returns in the table do not include fees and
charges that you may be assessed under your separate Contracts at either
the separate account or Contract level. If these fees and charges were
included, the Fund’s total returns would be lower. This information has
been audited by PricewaterhouseCoopers LLP, whose report, along with
the Fund’s financial statements, are included in the Fund’s Annual Report,
which is available upon request.

48

  
        

                        



The Merger Fund VL
FINANCIAL HIGHLIGHTS
Selected per share data is based on a share of beneficial interest outstanding
throughout each year.(1)

Year Ended December 31,_______________________________________________
2020 2019 2018 2017 2016______ ______ ______ ______ ______Per Share Data:

Net asset value, beginning of year  . . . . $11.40 $11.36 $10.80 $10.53 $10.47______ ______ ______ ______ ______
Income from investment operations:

Net investment income (loss)(2)  . . . . . (0.02) 0.06 0.14 0.04 (0.07)
Net realized and unrealized 
gain on investments . . . . . . . . . . . . . 0.86 0.64 0.63 0.23 0.33______ ______ ______ ______ ______

Total from investment operations  . . . 0.84 0.70 0.77 0.27 0.26______ ______ ______ ______ ______
Less distributions:

From net investment income . . . . . . . — (0.12) (0.08) — (0.08)
From net realized gains  . . . . . . . . . . . (0.03) (0.54) (0.13) — (0.12)______ ______ ______ ______ ______
Total dividends and distributions  . . . (0.03) (0.66) (0.21) — (0.20)______ ______ ______ ______ ______

Net Asset Value, end of year  . . . . . . . . . $12.21 $11.40 $11.36 $10.80 $10.53______ ______ ______ ______ ____________ ______ ______ ______ ______
Total Return  . . . . . . . . . . . . . . . . . . . . . . 7.38% 6.17% 7.09% 2.56% 2.44%
Supplemental data and ratios:
Net assets, end of year (000’s) . . . . . . . . $51,753 $47,963 $41,648 $31,990 $31,835
Ratio of gross expenses 
to average net assets:

Before expense reimbursement  . . . . 1.91% 2.43%(4) 2.57% 2.51% 2.75%
After expense reimbursement  . . . . . . 1.46% 1.91%(4) 1.84% 1.78% 1.99%

Ratio of dividends and interest on 
short positions and borrowing 
expense on securities sold short 
to average net assets  . . . . . . . . . . . . . . 0.06% 0.51%(4) 0.44% 0.38% 0.59%

Ratio of operating expenses to average
net assets excluding dividends and 
interest on short positions and 
borrowing expense on securities sold 
short (after expense reimbursement) . . 1.40% 1.40%(5) 1.40% 1.40% 1.40%

Ratio of net investment income (loss) 
to average net assets  . . . . . . . . . . . . . . (0.19)% 0.48% 1.20% 0.34% (0.66)%

Portfolio turnover rate(3)  . . . . . . . . . . . . 189% 172% 154% 184% 202%

(1) The figures presented do not reflect any fees or charges imposed by participating life
insurance companies under their variable annuity and variable life insurance contracts. If the
fees and charges imposed by participating life insurance companies under their variable
annuity and variable life insurance contracts were included, the fees and expenses of the
Fund would be higher than those shown in the table.

(2) Net investment income (loss) per share has been calculated based on average shares
outstanding during the year.

(3) The numerator for the portfolio turnover rate includes the lesser of purchases or sales
(excluding short-term investments, short-term options, forward currency contracts, swap
contracts and short positions).  The denominator includes the average long positions
throughout the year.

(4) The amount for the year ended December 31, 2019 includes 0.05% of legal expenses related
to the settlement of an appraisal right.

(5) The amount for the year ended December 31, 2019 excludes 0.05% of legal expenses related
to the settlement of an appraisal right.

Further information regarding the Fund’s performance is contained in the
Fund’s Annual Report, a copy of which may be obtained without charge.

49

  
       

                        



PRIVACY POLICY
We collect the following non-public personal information about you:

• Information we receive from you on or in applications or other
forms, correspondence, or conversations, including, but not limited
to, your name, address, phone number, social security number,
assets, income and date of birth; and

• Information about your transactions with us, our affiliates, or others,
including, but not limited to, your account number and balance,
payments history, parties to transactions, cost basis information, and
other financial information.

We do not disclose any non-public personal information about our
current or former shareholders to non-affiliated third parties, except as
permitted by law. For example, we are permitted by law to disclose all of
the information we collect, as described above, to our transfer agent to
process your transactions. Furthermore, we restrict access to your
non-public personal information to those persons who require such
information to provide products or services to you. We maintain physical,
electronic, and procedural safeguards that comply with federal standards
to guard your non-public personal information.

In the event that you hold shares of the Fund through a financial
intermediary, including, but not limited to, a broker-dealer, bank, or trust
company, the privacy policy of your financial intermediary would govern
how your non-public personal information would be shared with
non-affiliated third parties.
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For investors who want more information about the Fund, the
following documents are available upon request:

Annual/Semi-Annual Reports. Additional information about the
Fund’s investments is available in the Fund’s Annual and Semi-Annual
Reports to shareholders. In the Fund’s Annual Report, you will find a
discussion of the market conditions and investment strategies that
significantly affected the Fund’s performance during its last fiscal year.

Statement of Additional Information. The Fund’s SAI provides
more detailed information about the Fund and is incorporated by
reference into this Prospectus.

The Fund’s Annual and Semi-Annual Reports and SAI are available,
without charge, upon request by contacting the Fund’s transfer agent,
U.S. Bancorp Fund Services, LLC (“Transfer Agent”), at P.O. Box 701,
Milwaukee, WI 53201-0701 or by calling 1-800-343-8959.
Correspondence sent by overnight courier should be directed to U.S.
Bancorp Fund Services, LLC, Third Floor, 615 East Michigan Street,
Milwaukee, WI 53202-5207. Additional information and shareholder
inquiries can also be directed to your investment professional or the
Fund’s Transfer Agent. Because Fund shares are only offered through
participating insurance companies, the Fund does not make its Annual
and Semi-Annual Reports and SAI available on a website.

Copies can be obtained for free from the SEC’s website at
www.sec.gov.
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