S E M I - A N N U A L

R E P O R T

APRIL 30, 2017

HENNESSY EQUITY AND
INCOME FUND
Investor Class HEIFX
Institutional Class HEIIX

hennessyfunds.com | 1-800-966-4354

(This Page Intentionally Left Blank.)

Letter to Shareholders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Performance Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Financial Statements
Schedule of Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Statement of Assets and Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Statement of Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Statements of Changes in Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Financial Highlights . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Notes to the Financial Statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Expense Example . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Proxy Voting Policy and Proxy Voting Records . . . . . . . . . . . . . . . . . . . . . .
Quarterly Schedule of Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Federal Tax Distribution Information . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Householding of Reports and Prospectuses . . . . . . . . . . . . . . . . . . . . . . . .
Board Approval of Investment Advisory Agreements . . . . . . . . . . . . . . . . .

H E NN ES S Y F UNDS

1-800-966-4354

2
4
5
16
17
19
20
24
32
34
34
34
34
35

CONTENTS

Contents

April 2017

Dear Hennessy Funds Shareholder:
Investors in the U.S. and abroad have enjoyed a strong rally in global equity markets over
the six months ended April 30, 2017. In the international political arena, investors
appeared to be happy to see a moderate, pro-European Union president elected in France,
swinging the pendulum back towards political stability in Europe following the disruption
caused by the Brexit vote last year.
The political climate here in the U.S. has been interesting. The new Trump
administration has had an unpredictable first few months, grabbing headlines with new
policies and executive orders almost daily. However, the markets once again weathered
the roller coaster of politics and are instead focusing on what the Trump administration’s
stated policy objectives might bring in the future. Equity investors were especially happy
to see a concrete tax reform proposal including a 15% corporate tax rate and a 10%
amnesty rate for the $2.6 trillion of corporate cash sitting abroad, which is effectively
barred from repatriation by a hefty tax penalty.
While politics was certainly a factor, we believe the more important influence on the
stock market during the period was the performance of the U.S. economy, which is
showing steady growth and controlled inflation, as well as a continued recovery in
earnings growth for blue chip companies. We believe those solid fundamentals provided
the most powerful underlying drivers for the market’s advance.
Over the last year, the U.S. economy has grown at a moderate rate of about 2% (as
measured by real GDP), but investors have been pleased to see a strong recovery in the
growth of industrial production, exports and durable goods orders over the last six
months. The job market, meanwhile, has remained robust, with over 175,000 jobs added
per month, on average, since September, helping to push the unemployment rate down to
4.4% in April. Continued moderate wage growth and inflation numbers have kept
inflation expectations anchored at around 2%, and market participants appear relaxed
about the two additional quarter-point interest rate hikes that the Federal Reserve is
signaling for the balance of the calendar year.
In our view, the U.S. equity market is not overvalued. Bond yields are still very low
relative to historical averages, while the prospective PE multiples for the Dow Jones
Industrial Average and S&P 500 Index are just above long-term averages at 17x and 18x,
respectively. We believe that equity valuations could go considerably higher and still be at
appropriate levels relative to bond yields. The dividend yield on the Dow Jones Industrial
Average, currently at 2.35%, is higher than the yield on the 10-year U.S. Government Bond.
In addition, we believe that sentiment indicators are still very positive. Investors,
while not particularly anxious, are certainly not euphoric, or even complacent. There are
always those that worry that the bull market is more than eight years old and is “due” for
a bear phase. Others fear that rising interest rates will cause equity valuations to be
questioned. And whenever softer economic data is reported, there are folks that predict
the economy could slip back into recession. All this doubt suggests to us that we are far
from a market top.
And finally, we believe U.S. companies are in good shape. The financial system – so
critical to the health of the corporate sector overall – is in a strong position. Banks have
rebuilt their businesses since the crisis and are now solidly profitable. Bank capital ratios
are higher, loan growth is solid and credit quality is excellent. Corporate profits as a whole
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are growing at their fastest rate since the third quarter of 2011, and many corporate
balance sheets are cash-rich, with relatively little debt.
We are hopeful that these economic and investment factors, taken together, can
provide support for the market to deliver solid returns in the year to come. Should the
market see some of its favorite President Trump policies enacted in that time, we believe
that would be icing on the cake.
Thank you for your continued confidence and investment in our funds. If you have
any questions or would like to speak with us directly, please don’t hesitate to call us at
(800) 966-4354.
Best regards,

Neil J. Hennessy
President and Chief Investment Officer
Past performance does not guarantee future results.
Mutual fund investing involves risk. Principal loss is possible.
Opinions expressed are those of Neil Hennessy and are subject to change, are not guaranteed and
should not be considered investment advice.
The Dow Jones Industrial Average and S&P 500 Index are unmanaged indices commonly used to
measure the performance of U.S. stocks. One cannot invest directly in an index.
Earnings growth is not representative of the Fund’s future performance.
Dividend Yield is calculated as the annual dividends paid by a company divided by the price of a
share of their stock.
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Performance Overview (Unaudited)
AVERAGE ANNUAL TOTAL RETURN FOR PERIODS ENDED APRIL 30, 2017
Six
(1)
Months
________
Hennessy Equity and Income Fund –
Investor Class (HEIFX) . . . . . . . . . . . 8.86%
Hennessy Equity and Income Fund –
Institutional Class (HEIIX) . . . . . . . . . 9.04%
Blended Balanced Index . . . . . . . . . . . . 7.73%
S&P 500 Index . . . . . . . . . . . . . . . . . . . 13.32%

One
Year
_____

Five
Years
_____

Ten
Years
_____

8.38%

7.06%

6.10%

8.85%
10.83%
17.92%

7.40%
8.93%
13.68%

6.39%
6.10%
7.15%

Expense ratios: 1.48% (Investor Class); 1.08% (Institutional Class)
(1)

Periods less than one year are not annualized.

_______________
Performance data quoted represents past performance; past performance does not guarantee future
results. The investment return and principal value of an investment will fluctuate so that an
investor’s shares, when redeemed, may be worth more or less than their original cost. The
performance table does not reflect the deduction of taxes that a shareholder would pay on Fund
distributions or the redemption of Fund shares. Current performance of the Fund may be lower or
higher than the performance quoted. Performance data current to the most recent month end may
be obtained by visiting hennessyfunds.com. Performance for the period from March 12, 2010, to
October 26, 2012, is that of the FBR Balanced Fund and for the periods prior to March 12, 2010, is
that of the AFBA 5 Star Balanced Fund.
The Blended Balanced Index consists of 60% common stocks represented by the S&P 500
Index and 40% bonds represented by the Barclays Capital Intermediate U.S.
Government/Credit Index. The S&P 500 Index is an unmanaged index commonly used to
measure the performance of U.S. stocks. The Bloomberg Barclays Capital Intermediate U.S.
Government/Credit Index is an unmanaged index commonly used to measure the
performance of U.S. bonds. One cannot invest directly in an index.
The expense ratios presented are from the most recent prospectus. The expense ratios for
the current reporting period are available in the Financial Highlights section of this report.
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Schedule of Investments as of April 30, 2017 (Unaudited)

HENNESSY EQUITY AND INCOME FUND
(% of Net Assets)
Utilities – 0.09%

Investment Companies – 1.06%

U.S. Government Agency Issues – 0.63%
U.S. Treasury Obligations – 3.94%
Mortgage Backed Securities – 5.47%

Short-Term Investments
and Other – 0.94%
Consumer
Discretionary – 13.21%

Telecommunication Services – 2.88%
Materials – 4.49%
Manufacturing – 0.47%

Consumer
Staples – 6.20%
Energy – 2.97%

Information
Technology – 10.49%

Industrials – 10.28%

Financials – 30.50%

Health Care – 6.38%

TOP TEN HOLDINGS (EXCLUDING CASH/CASH EQUIVALENTS)

% NET ASSETS

Berkshire Hathaway, Inc., Class B

4.24%

Apple, Inc.

3.06%

Carnival Corp.

3.03%

Dollar Tree, Inc.

2.78%

General Dynamics Corp.

2.71%

Altria Group, Inc.

2.53%

The Progressive Corp.

2.41%

Visa, Inc., Class A

2.40%

CarMax, Inc.

2.37%

NewMarket Corp.

2.35%

Note: For presentation purposes, the Fund has grouped some of the industry categories. For
purposes of categorizing securities for compliance with section 8(b)(1) of the Investment
Company Act of 1940, as amended, the Fund uses more specific industry classifications.
H E NN ES S Y F UNDS
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PERFORMANCE OVERVIEW/SCHEDULE OF INVESTMENTS

Financial Statements

COMMON STOCKS – 60.50%

Number
of Shares

Value

% of
Net Assets

Consumer Discretionary – 13.21%
CarMax, Inc. (a)

117,399

6,867,841

2.37%

Carnival Corp. (b)

142,150

$

8,780,605

3.03%

Dollar Tree, Inc. (a)

97,160

8,041,933

2.78%

Lowe’s Companies, Inc.

54,536

4,629,016

1.60%

NIKE, Inc., Class B

94,280

5,224,055

1.80%

O’Reilly Automotive, Inc. (a)

19,010

4,717,332
38,260,782

1.63%
13.21%

Consumer Staples – 4.96%
Altria Group, Inc.

102,047

7,324,934

2.53%

Edgewell Personal Care Co. (a)

49,702

3,553,196

1.23%

The Coca-Cola Co.

80,831

3,487,857
14,365,987

1.20%
4.96%

37,831

4,036,568

1.39%

10,670

6,516,169

2.25%

Energy – 1.39%
Chevron Corp.

Financials – 14.36%
Alleghany Corp. (a)
Bank of America Corp.
Berkshire Hathaway, Inc., Class B (a)
BlackRock, Inc.

120,619

2,815,247

0.97%

74,279

12,271,634

4.24%

16,738

6,436,933

2.22%

The Progressive Corp.

175,360

6,965,299

2.41%

Wells Fargo & Co.

122,323

6,585,870
41,591,152

2.27%
14.36%

Bristol-Myers Squibb Co.

71,633

4,015,030

1.38%

Eli Lilly & Co.

80,010

6,565,620
10,580,650

2.27%
3.65%

Deere & Co.

52,810

5,894,124

2.03%

FedEx Corp.

19,518

3,702,565

1.28%

General Dynamics Corp.

40,590

7,865,936

2.71%

General Electric Co.

73,820

2,140,042

0.74%

Norfolk Southern Corp.

54,380

6,389,106

2.21%

Southwest Airlines Co.

67,260

3,781,357
29,773,130

1.31%
10.28%

Health Care – 3.65%

Industrials – 10.28%

The accompanying notes are an integral part of these ﬁnancial statements.
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Number
of Shares

Value

% of
Net Assets

Information Technology – 9.32%
Alphabet, Inc., Class C (a)

6,432,316

2.22%

61,760

7,100

8,871,824

3.06%

139,756

4,761,487

1.64%

76,176

6,948,775
27,014,402

2.40%
9.32%

14,460

6,806,322

2.35%

62,018

2,847,247

0.98%

175,276,240

60.50%

7,380

213,282

0.07%

Aegon N.V., 6.375%, 11/30/2017 (b)

4,050

104,409

0.04%

Banc of California, Inc., Series E, 7.000%, 03/15/2021

4,065

107,153

0.04%

Bank of America Corp.
Series EE, 6.000%, 04/25/2021
Series CC, 6.200%, 01/29/2021

3,710
2,440

95,978
63,440

0.03%
0.02%

BB&T Corp.
Series F, 5.200%, 11/01/2017
5.625%, 06/01/2021

4,800
4,575

120,480
118,126

0.04%
0.04%

Capital One Financial Corp.
Series H, 6.000%, 12/01/2021
Series F, 6.200%, 12/01/2020

4,675
4,610

120,615
123,364

0.04%
0.04%

Citigroup, Inc.
Series C, 5.800%, 04/22/2018
Series S, 6.300%, 02/12/2021

3,935
3,855

101,169
103,083

0.04%
0.04%

10,600

77,698

0.03%

Fifth Third Bancorp, Series I, 6.625%, 12/31/2023

1,300

37,154

0.01%

First Republic Bank
Series G, 5.500%, 03/30/2021
Series F, 5.700%, 06/30/2020

3,610
3,465

91,802
92,446

0.03%
0.03%

Huntington Bancshares, Inc., Series D, 6.250%, 04/15/2021

6,290

170,459

0.06%

Apple, Inc.
Cisco Systems, Inc.
Visa, Inc., Class A

$

Materials – 2.35%
NewMarket Corp.

Telecommunication Services – 0.98%
Verizon Communications, Inc.
Total Common Stocks
(Cost $145,821,582)

PREFERRED STOCKS – 1.78%
Consumer Staples – 0.07%
CHS, Inc., Series 4, 7.500%, 01/21/2025

Financials – 1.62%

Fannie Mae Preferred, Series S, 8.250%, 12/31/2020 (a)

The accompanying notes are an integral part of these ﬁnancial statements.
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SCHEDULE OF INVESTMENTS

COMMON STOCKS

PREFERRED STOCKS

Number
of Shares

Value

% of
Net Assets

Financials (Continued)
IBERIABANK Corp., Series B, 6.625%, 08/01/2025

1,920 $

53,472

0.02%

ING Groep N.V., 6.125%, 01/15/2017 (b)

2,055

52,834

0.02%

JPMorgan Chase & Co., Series BB, 6.150%, 09/01/2020

9,030

242,907

0.08%

Legg Mason, Inc.
5.450%, 09/15/2021
6.375%, 03/15/2021

2,295
2,051

54,896
54,352

0.02%
0.02%

Morgan Stanley, Series I, 6.375%, 10/15/2024

7,585

210,635

0.07%

National General Holdings Corp., Series C, 7.500%, 07/15/2021

5,135

130,275

0.05%

Northern Trust Corp., Series C, 5.850%, 10/01/2019

9,220

248,295

0.09%

PNC Financial Services Group, Inc., Series Q, 5.375%, 12/01/2017

9,785

246,973

0.09%

Regions Financial Corp.
Series A, 6.375%, 12/15/2017
Series B, 6.375%, 09/15/2024

4,590
4,355

119,019
122,593

0.04%
0.04%

State Street Corp.
Series D, 5.900%, 03/15/2024
Series E, 6.000%, 12/15/2019

4,465
4,585

125,645
122,878

0.04%
0.04%

SunTrust Banks, Inc., Series E, 5.875%, 03/15/2018

9,300

240,033

0.08%

The Allstate Corp., Series E, 6.625%, 04/15/2019

8,935

246,070

0.09%

The Charles Schwab Corp.
Series D, 5.950%, 06/01/2021
Series C, 6.000%, 12/01/2020

4,625
4,575

124,690
125,355

0.04%
0.04%

The Goldman Sachs Group, Inc.,
Series N, 6.300%, 05/10/2021
Series K, 6.375%, 05/10/2024

2,755
2,715

74,302
77,595

0.03%
0.03%

U.S. Bancorp, Series F, 6.500%, 01/15/2022 (d)

3,240

95,062

0.03%

Validus Holdings Ltd., Series A, 5.875%, 06/15/2021 (b)

5,700

141,930

0.05%

Wells Fargo & Co.
Series X, 5.500%, 09/15/2021
Series V, 6.000%, 12/15/2020

5,045
4,610

125,873
121,888
4,684,948

0.04%
0.04%
1.62%

DTE Energy Co., Series F, 6.000%, 12/15/2021

4,115

107,772

0.04%

NextEra Energy Capital Holdings, Inc., Series G, 5.700%, 05/30/2017

2,085

52,959

0.02%

The Southern Co., 6.250%, 10/15/2020

4,025

106,622
267,353

0.03%
0.09%

5,165,583

1.78%

Utilities – 0.09%

Total Preferred Stocks
(Cost $5,213,362)

The accompanying notes are an integral part of these ﬁnancial statements.
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Par
Amount

Value

% of
Net Assets

Financials – 0.36%
Apollo Commercial Real Estate Finance, Inc.

9,000 $

173,610

0.06%

Chimera Investment Corp.
Series B, 8.000%, 03/30/2024 (a)
Series A, 8.000%, 10/30/2021

2,665
4,925

68,544
126,277

0.03%
0.04%

Chimera Investment Corp.

8,425

171,533

0.06%

Monmouth Real Estate Investment Corp., Series C, 6.125%, 09/15/2021

2,175

54,723

0.02%

Public Storage, Series B, 5.400%, 01/20/2021

3,275

83,709

0.03%

Starwood Property Trust, Inc.

7,675

174,146

0.06%

Two Harbors Investment Corp.

17,350

173,326
1,025,868

0.06%
0.36%

1,025,868

0.36%

150,000

164,635

0.06%

1,300,000
500,000
1,000,000

1,303,484
503,815
1,060,004

0.45%
0.17%
0.37%

300,000

347,575
3,379,513

0.12%
1.17%

Total REITS
(Cost $932,466)

CORPORATE BONDS – 25.32%
Consumer Staples – 1.17%
Anheuser-Busch InBev Worldwide, Inc., 7.750%, 01/15/2019
CVS Health Corp.
1.900%, 07/20/2018
2.250%, 12/05/2018
4.125%, 05/15/2021
Wal-Mart Stores, Inc., 5.000%, 10/25/2040

Energy – 1.58%
Canadian Natural Resources Ltd., 3.900%, 02/01/2025 (b)

1,000,000

1,013,223

0.35%

Encana Corp., 3.900%, 11/15/2021 (b)

1,600,000

1,646,298

0.57%

750,000

768,490

0.26%

1,200,000

1,161,379
4,589,390

0.40%
1.58%

American Express Co., 6.150%, 08/28/2017

1,550,000

1,573,785

0.54%

American International Group, Inc.
4.125%, 02/15/2024
4.875%, 06/01/2022

1,000,000
1,600,000

1,043,807
1,748,360

0.36%
0.60%

300,000

321,187

0.11%

1,000,000

1,007,153

0.35%

700,000

756,573

0.26%

1,500,000

1,616,292

0.56%

Husky Energy, Inc., 4.000%, 04/15/2024 (b)
National Oilwell Varco, Inc., 2.600%, 12/01/2022

Financials – 14.16%

Associates Corporation of North America, 6.950%, 11/01/2018
BB&T Corp., 2.300%, 10/15/2018
Boston Properties, Inc., 5.875%, 10/15/2019
Capital One Financial Corp., 4.750%, 07/15/2021

The accompanying notes are an integral part of these ﬁnancial statements.
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SCHEDULE OF INVESTMENTS

REITS – 0.36%

CORPORATE BONDS

Par
Amount

Value

% of
Net Assets

Financials (Continued)
Capital One NA, 2.250%, 09/13/2021

500,000 $

491,970

0.17%

Comerica, Inc., 2.125%, 05/23/2019

500,000

499,874

0.17%

1,220,000

1,318,264

0.45%

900,000

978,377

0.34%

1,775,000

1,790,132

0.62%

590,000

661,493

0.23%

1,000,000

1,264,370

0.44%

500,000
550,000
610,000

501,719
572,738
668,166

0.17%
0.20%
0.23%

JPMorgan Chase & Co., 2.700%, 05/18/2023

1,000,000

986,226

0.34%

KeyCorp
2.300%, 12/13/2018
5.100%, 03/24/2021

2,600,000
950,000

2,614,630
1,041,191

0.90%
0.36%

Diamond 1 Finance Corp. / Diamond 2
Finance Corp., 5.450%, 06/15/2023 (e)
Discover Financial Services, 5.200%, 04/27/2022
Fifth Third Bancorp, 2.375%, 04/25/2019
First Niagara Financial Group, Inc., 6.750%, 03/19/2020
Ford Motor Co., 7.450%, 07/16/2031
General Electric Capital Corp.
1.625%, 04/02/2018
5.625%, 05/01/2018
6.000%, 08/07/2019

Lincoln National Corp., 6.250%, 02/15/2020

780,000

859,402

0.30%

Merrill Lynch & Company, Inc., 6.875%, 04/25/2018

955,000

1,002,282

0.35%

MetLife, Inc., Series A, 6.817%, 08/15/2018

100,000

106,495

0.04%

Morgan Stanley
5.500%, 07/28/2021
6.625%, 04/01/2018

2,333,000
750,000

2,599,776
783,143

0.90%
0.27%

PNC Financial Services Group, Inc., 1.600%, 06/01/2018

1,000,000

1,000,505

0.35%

Qwest Capital Funding, Inc., 6.500%, 11/15/2018

700,000

741,125

0.26%

Raymond James Financial, Inc.
3.625%, 09/15/2026
5.625%, 04/01/2024

1,500,000
700,000

1,499,540
794,341

0.52%
0.27%

Royal Bank of Canada, 2.200%, 07/27/2018 (b)

1,000,000

1,007,380

0.35%

SunTrust Banks, Inc., 6.000%, 09/11/2017

250,000

253,841

0.09%

Synchrony Financial, 3.750%, 08/15/2021

1,200,000

1,242,816

0.43%

The Bear Stearns Companies, Inc., 6.400%, 10/02/2017

1,350,000

1,378,118

0.47%

The Goldman Sachs Group, Inc.
5.375%, 03/15/2020
6.000%, 06/15/2020

1,100,000
1,500,000

1,191,726
1,663,521

0.41%
0.57%

The Toronto-Dominion Bank, 2.125%, 07/02/2019 (b)

1,500,000

1,509,135

0.52%

400,000

402,054

0.14%

1,000,000

1,025,015

0.35%

450,000

481,650
40,998,172

0.17%
14.16%

Wachovia Corp., 5.750%, 06/15/2017
Wells Fargo & Co., 5.625%, 12/11/2017
Westpac Banking Corp., 4.875%, 11/19/2019 (b)

The accompanying notes are an integral part of these ﬁnancial statements.
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Par
Amount

Value

% of
Net Assets

Health Care – 2.73%
Agilent Technologies, Inc., 5.000%, 07/15/2020
Amgen, Inc.
3.450%, 10/01/2020
3.625%, 05/22/2024
Celgene Corp.
2.300%, 08/15/2018
3.625%, 05/15/2024
Express Scripts Holding Co., 3.500%, 06/15/2024

650,000 $

702,615

0.24%

1,000,000
1,500,000

1,043,353
1,554,561

0.36%
0.54%

1,000,000
1,600,000

1,006,288
1,641,840

0.35%
0.56%

700,000

694,912

0.24%

1,250,000

1,276,083
7,919,652

0.44%
2.73%

Apple, Inc., 4.500%, 02/23/2036

250,000

274,858

0.10%

Applied Materials, Inc., 4.300%, 06/15/2021

300,000

324,235

0.11%

Corning, Inc.
1.500%, 05/08/2018
6.625%, 05/15/2019
6.850%, 03/01/2029

390,000
695,000
275,000

389,255
758,294
339,797

0.13%
0.26%
0.12%

1,000,000

1,068,178

0.37%

250,000

241,614
3,396,231

0.08%
1.17%

1,380,000

1,362,090

0.47%

AngloGold Ashanti Holdings PLC, 5.125%, 08/01/2022 (b)

1,000,000

1,036,750

0.36%

Goldcorp, Inc.
2.125%, 03/15/2018 (b)
3.625%, 06/09/2021 (b)

1,250,000
750,000

1,252,984
775,870

0.43%
0.27%

Newmont Mining Corp., 3.500%, 03/15/2022

1,000,000

1,034,701

0.36%

Rio Tinto Finance USA Ltd., 3.750%, 06/15/2025 (b)

1,000,000

1,042,643

0.36%

The Dow Chemical Co., 4.250%, 11/15/2020

1,000,000

1,061,650
6,204,598

0.36%
2.14%

AT&T, Inc.
3.000%, 02/15/2022
5.350%, 09/01/2040
5.800%, 02/15/2019

1,000,000
200,000
800,000

1,006,284
206,336
852,432

0.35%
0.07%
0.29%

Deutsche Telekom AG, 6.000%, 07/08/2019 (b)

1,160,000

1,256,726

0.43%

Verizon Communications, Inc., 2.450%, 11/01/2022

1,200,000

1,174,332

0.41%

Zoetis, Inc., 3.250%, 02/01/2023

Information Technology – 1.17%

Juniper Networks, Inc., 4.600%, 03/15/2021
Oracle Corp., 2.650%, 07/15/2026

Manufacturing – 0.47%
Teva Pharmaceutical Financial Co. BV, 2.950%, 12/18/2022 (b)

Materials – 2.14%

Telecommunication Services – 1.90%

The accompanying notes are an integral part of these ﬁnancial statements.
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SCHEDULE OF INVESTMENTS

CORPORATE BONDS

CORPORATE BONDS

Par
Amount

Value

% of
Net Assets

Telecommunication Services (Continued)
Vodafone Group PLC, 1.500%, 02/19/2018 (b)

1,000,000 $

Total Corporate Bonds
(Cost $72,128,039)

999,073
5,495,183

0.35%
1.90%

73,344,829

25.32%

MORTGAGE BACKED SECURITIES – 5.47%
Federal Home Loan Mortgage Corp.
1.000%, 10/27/2023
1.500%, 10/15/2042
2.000%, 10/15/2043
2.500%, 08/15/2040
2.750%, 01/15/2041
3.000%, 09/15/2039
3.000%, 05/01/2042
3.000%, 09/01/2042
3.000%, 05/15/2043
5.000%, 05/01/2020
5.500%, 04/01/2037

1,200,000
131,317
130,634
443,232
105,241
395,791
1,097,731
2,091,669
404,342
41,665
99,608

1,193,113
129,668
129,263
444,024
106,112
394,859
1,102,744
2,101,525
414,327
43,388
113,085

0.41%
0.05%
0.04%
0.15%
0.04%
0.14%
0.38%
0.73%
0.14%
0.01%
0.04%

Federal National Mortgage Association
1.250%, 06/25/2043
1.500%, 08/10/2021
1.500%, 03/30/2026
1.500%, 04/18/2028
2.000%, 11/25/2040
2.000%, 11/25/2041
2.250%, 03/25/2039
3.000%, 10/01/2043
3.500%, 01/01/2042
4.000%, 10/01/2041
4.000%, 12/01/2041
4.500%, 08/01/2020
6.000%, 10/01/2037

229,067
1,000,000
1,200,000
1,000,000
201,919
151,976
157,832
3,074,835
605,783
799,135
664,812
42,285
134,212

213,899
983,160
1,194,500
989,932
200,498
150,030
158,742
3,088,790
626,473
845,231
703,160
43,485
152,203

0.07%
0.34%
0.41%
0.34%
0.07%
0.05%
0.06%
1.06%
0.22%
0.29%
0.24%
0.02%
0.05%

346,920

340,834

0.12%

15,863,045

5.47%

1,650,000

1,862,759

0.64%

26,483

26,744
1,889,503

0.01%
0.65%

Government National Mortgage Association, 1.750%, 02/16/2043
Total Mortgage Backed Securities
(Cost $15,856,880)

U.S. TREASURY OBLIGATIONS – 3.94%
U.S. Treasury Bonds – 0.65%
U.S. Treasury Bonds, 3.625%, 02/15/2044
U.S. Treasury Inﬂation Index Bond, 0.125%, 07/15/2022

The accompanying notes are an integral part of these ﬁnancial statements.
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Par
Amount

Value

% of
Net Assets

U.S. Treasury Notes – 3.29%
U.S. Treasury Notes
1.000%, 11/30/2018
1.125%, 01/31/2019
1.375%, 01/15/2020
1.625%, 02/15/2026
1.875%, 01/31/2022
2.125%, 05/15/2025
2.250%, 02/15/2027
2.625%, 11/15/2020

750,000 $
3,000,000
1,500,000
1,200,000
1,500,000
175,000
750,000
700,000

Total U.S. Treasury Obligations
(Cost $11,438,919)

747,466
2,994,375
1,499,063
1,139,578
1,504,980
173,961
747,905
724,746
9,532,074

0.26%
1.03%
0.52%
0.39%
0.52%
0.06%
0.26%
0.25%
3.29%

11,421,577

3.94%

1,212,715
602,463
1,815,178

0.42%
0.21%
0.63%

1,815,178

0.63%

U.S. GOVERNMENT AGENCY ISSUES – 0.63%
Finance and Insurance – 0.63%
Federal Home Loan Bank
1.250%, 10/17/2031
5.750%, 06/15/2037

1,250,000
600,000

Total U.S. Government Agency Issues
(Cost $1,924,070)

INVESTMENT COMPANIES (EXCLUDING
MONEY MARKET FUNDS) – 1.06%
Apollo Investment Corp.

25,925

176,031

0.06%

Ares Capital Corp.

10,050

176,880

0.06%

FS Investment Corp.

18,075

175,327

0.06%

Gladstone Capital Corp.

17,825

175,042

0.06%

Guggenheim Credit Allocation Fund

34,000

794,580

0.28%

Hercules Capital, Inc.

11,300

175,376

0.06%

Main Street Capital Corp.

4,350

174,174

0.06%

Monroe Capital Corp.

7,300

117,384

0.04%

SPDR Barclays Capital High Yield Bond

1,000

37,140

0.01%

SPDR Barclays Short Term High Yield

4,000

112,160

0.04%

SPDR Wells Fargo Preferred Stock ETF

1,640

73,324

0.03%

TPG Specialty Lending, Inc.

8,400

175,644

0.06%

The accompanying notes are an integral part of these ﬁnancial statements.
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SCHEDULE OF INVESTMENTS

U.S. TREASURY OBLIGATIONS

INVESTMENT COMPANIES (EXCLUDING
MONEY MARKET FUNDS)
Triangle Capital Corp.

Number
of Shares

Value

9,225 $

Vanguard High-Yield Corporate Fund

89,820

Total Investments Companies (Excluding
Money Market Funds)
(Cost $2,918,015)

% of
Net Assets

174,537

0.06%

532,633

0.18%

3,070,232

1.06%

1,346,640

0.46%

1,346,640

0.46%

288,329,192

99.52%

1,390,172

0.48%

$289,719,364

100.00%

SHORT-TERM INVESTMENTS – 0.46%
Money Market Funds – 0.46%
Fidelity Government Portfolio, Institutional Class, 0.60% (c)

1,346,640

Total Short-Term Investments
(Cost $1,346,640)
Total Investments
(Cost $257,579,973) – 99.52%
Other Assets in Excess of Liabilities – 0.48%
TOTAL NET ASSETS – 100.00%
Percentages are stated as a percent of net assets.

REIT – Real Estate Investment Trust
(a) Non-income producing security.
(b) U.S. traded security of a foreign corporation.
(c) The rate listed is the fund’s 7-day yield as of April 30, 2017.
(d) Investment in aﬃliated security. Quasar Distributors, LLC, which serves as the Fund’s distributor, is a subsidiary
of U.S. Bancorp. Details of transactions with this aﬃliated company for the six-month period ended April 30,
2017, are as follows:
Issuer
____
Beginning Cost
Purchase Cost
Sales Cost
Ending Cost
Dividend Income
Realized Loss
Shares
Market Value

U.S.
Bancorp
_________
$ 114,807
$ 93,213
$________
(114,807)
$ 93,213
$ 1,197
$ (3,207)
3,240
$ 95,062

(e) 144A security.

The accompanying notes are an integral part of these ﬁnancial statements.
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The following is a summary of the inputs used to value the Fund’s net assets as of April 30, 2017 (see Note 3 in the
accompanying notes to the ﬁnancial statements):
Common Stocks
Consumer Discretionary
Consumer Staples
Energy
Financials
Health Care
Industrials
Information Technology
Materials
Telecommunication Services
Total Common Stocks
Preferred Stocks
Consumer Staples
Financials
Utilities
Total Preferred Stocks
REITS
Financials
Total REITS
Corporate Bonds
Consumer Staples
Energy
Financials
Health Care
Information Technology
Manufacturing
Materials
Telecommunication Services
Total Corporate Bonds
Mortgage Backed Securities
U.S. Treasury Obligations
U.S. Treasury Bonds
U.S. Treasury Notes
Total U.S. Treasury Obligations
U.S. Government Agency Issues
Investment Companies (Excluding
Money Market Funds)
Short-Term Investments
Money Market Funds
Total Short-Term Investments
Total Investments

Level 1
$ 38,260,782
14,365,987
4,036,568
41,591,152
10,580,650
29,773,130
27,014,402
6,806,322
2,847,247
$175,276,240

Level 3
$
—
—
—
—
—
—
—
—
—
$
—

Total
$ 38,260,782
14,365,987
4,036,568
41,591,152
10,580,650
29,773,130
27,014,402
6,806,322
2,847,247
$175,276,240

$

$

213,282
4,684,948
267,353
$ 5,165,583

$

$

$

—
—
—
—

$

$

—
—
—
—

$ 1,025,868
$ 1,025,868

$
$

—
—

$
$

—
—

$ 1,025,868
$ 1,025,868

$

—
—
—
—
—
—
—
—
—
—

$ 3,379,513
4,589,390
40,998,172
7,919,652
3,396,231
1,362,090
6,204,598
5,495,183
$ 73,344,829
$ 15,863,045

$

—
—
—
—
—
—
—
—
—
—

$ 3,379,513
4,589,390
40,998,172
7,919,652
3,396,231
1,362,090
6,204,598
5,495,183
$ 73,344,829
$ 15,863,045

—
—
—
—

$ 1,889,503
9,532,074
$ 11,421,577
$ 1,815,178

$
$
$

—
—
—
—

$ 1,889,503
9,532,074
$ 11,421,577
$ 1,815,178

$ 3,070,232

$

—

$

—

$ 3,070,232

$ 1,346,640
$ 1,346,640
$185,884,563

$
—
$
—
$102,444,629

$
$
$

—
—
—

$ 1,346,640
$ 1,346,640
$288,329,192

$
$
$
$
$

Level 2
$

—
—
—
—
—
—
—
—
—
—

$
$

213,282
4,684,948
267,353
$ 5,165,583

Transfers between levels are recognized at the end of the reporting period. During the six-month period ended
April 30, 2017, the Fund recognized no transfers between levels.

The accompanying notes are an integral part of these ﬁnancial statements.
H E NN ES S Y F UNDS

1-800-966-4354

15

SCHEDULE OF INVESTMENTS

Summary of Fair Value Exposure at April 30, 2017

Financial Statements
Statement of Assets and Liabilities as of April 30, 2017 (Unaudited)
ASSETS:
Investments in unaﬃliated securities, at value (cost $257,486,760)
Investments in aﬃliated securities, at value (cost $93,213)
Total investments in securities, at value (cost $257,579,973)
Dividends and interest receivable
Receivable for fund shares sold
Receivable for securities sold
Prepaid expenses and other assets
Total Assets

$288,234,130
95,062
__________
288,329,192
1,041,728
190,232
2,576,960
29,232
__________
292,167,344
__________

LIABILITIES:
Payable for securities purchased
Payable for fund shares redeemed
Payable to advisor
Payable to administrator
Payable to auditor
Accrued distribution fees
Accrued service fees
Accrued interest payable
Accrued trustees fees
Accrued expenses and other payables
Total Liabilities
NET ASSETS

1,352,823
727,357
192,138
50,814
10,263
22,929
14,529
41
3,173
73,913
__________
2,447,980
__________
$289,719,364
__________
__________

NET ASSETS CONSIST OF:
Capital stock
Accumulated net investment income
Accumulated net realized gain on investments
Unrealized net appreciation on investments
Total Net Assets

$246,899,139
65,692
12,005,314
30,749,219
__________
$289,719,364
__________
__________

NET ASSETS
Investor Class:
Shares authorized (no par value)
Net assets applicable to outstanding Investor Class shares
Shares issued and outstanding
Net asset value, oﬀering price and redemption price per share

Unlimited
$175,228,969
11,278,114
$15.54
__________
__________

Institutional Class:
Shares authorized (no par value)
Net assets applicable to outstanding Institutional Class shares
Shares issued and outstanding
Net asset value, oﬀering price and redemption price per share

Unlimited
$114,490,395
7,799,776
$14.68
__________
__________

The accompanying notes are an integral part of these ﬁnancial statements.
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Statement of Operations for the six months ended April 30, 2017 (Unaudited)
INVESTMENT INCOME:
Dividend income from unaﬃliated securities
Dividend income from aﬃliated securities
Interest income
Total investment income

$ 1,983,887
1,197
1,493,088
_________
3,478,172
_________

EXPENSES:
Investment advisory fees (See Note 5)
Sub-transfer agent expenses – Investor Class (See Note 5)
Sub-transfer agent expenses – Institutional Class (See Note 5)
Administration, fund accounting, custody and transfer agent fees (See Note 5)
Distribution fees – Investor Class (See Note 5)
Service fees – Investor Class (See Note 5)
Federal and state registration fees
Reports to shareholders
Compliance expense (See Note 5)
Audit fees
Trustees’ fees and expenses
Interest expense (See Note 7)
Legal fees
Other expenses
Total expenses
NET INVESTMENT INCOME

1,224,403
207,799
56,688
147,000
139,860
93,240
19,704
16,860
12,927
10,264
8,024
2,788
2,480
14,023
_________
1,956,060
_________
$_________
1,522,112

REALIZED AND UNREALIZED GAINS (LOSSES):
Net realized gain (loss) on:
Unaﬃliated investments
Aﬃliated investments
Net change in unrealized appreciation on investments
Net gain on investments
NET INCREASE IN NET ASSETS RESULTING FROM OPERATIONS

$12,066,550
(3,207)
13,457,735
_________
25,521,078
_________
$27,043,190
_________
_________

The accompanying notes are an integral part of these ﬁnancial statements.
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Statements of Changes in Net Assets
Six Months Ended
April 30, 2017
Year Ended
(Unaudited)
October 31, 2016
______________
_____________
OPERATIONS:
Net investment income
Net realized gain on investments
Net change in unrealized appreciation
(depreciation) on investments
Net increase (decrease) in net
assets resulting from operations
DISTRIBUTIONS TO SHAREHOLDERS FROM:
Net investment income – Investor Class
Net investment income – Institutional Class
Net realized gains – Investor Class
Net realized gains – Institutional Class
Total distributions
CAPITAL SHARE TRANSACTIONS:
Proceeds from shares subscribed – Investor Class
Proceeds from shares subscribed – Institutional Class
Dividends reinvested – Investor Class
Dividends reinvested – Institutional Class
Cost of shares redeemed – Investor Class
Cost of shares redeemed – Institutional Class
Net decrease in net assets derived
from capital share transactions
TOTAL DECREASE IN NET ASSETS
NET ASSETS:
Beginning of period
End of period
Undistributed net investment income, end of period
CHANGES IN SHARES OUTSTANDING:
Shares sold – Investor Class
Shares sold – Institutional Class
Shares issued to holders as reinvestment
of dividends – Investor Class
Shares issued to holders as reinvestment
of dividends – Institutional Class
Shares redeemed – Investor Class
Shares redeemed – Institutional Class
Net decrease in shares outstanding

$ 1,522,112
12,063,343

$

3,914,804
26,643,967

13,457,735
__________

(30,923,043)
___________

27,043,190
__________

(364,272)
___________

(788,400)
(797,024)
(16,086,706)
(10,462,912)
__________
(28,135,042)
__________

(2,087,209)
(1,972,744)
(6,952,737)
(3,988,610)
___________
(15,001,300)
___________

4,882,998
12,083,230
16,473,685
8,760,811
(47,650,558)
(35,696,601)
__________

30,705,146
27,173,057
8,885,747
4,372,535
(120,741,346)
(64,754,302)
___________

(41,146,435)
__________
(42,238,287)

(114,359,163)
___________
(129,724,735)

331,957,651
__________
$289,719,364
__________
__________
$__________
65,692

461,682,386
___________
$___________
331,957,651
___________
$
129,004
___________

316,717
832,929

1,962,156
1,843,177

1,094,109

567,440

615,292
(3,075,312)
(2,450,669)
__________
(2,666,934)
__________
__________

294,768
(7,724,036)
(4,386,391)
___________
(7,442,886)
___________
___________

The accompanying notes are an integral part of these ﬁnancial statements.
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STATEMENTS OF CHANGES IN NET ASSETS

Financial Statements

Financial Statements
Financial Highlights
For an Investor Class share outstanding throughout each period
Six Months Ended
April 30, 2017
(Unaudited)
_____________
PER SHARE DATA:
Net asset value, beginning of period

$15.61
_____

Income from investment operations:
Net investment income
Net realized and unrealized gains (losses) on investments
Total from investment operations

0.07
1.27
_____
1.34
_____

Less distributions:
Dividends from net investment income
Dividends from net realized gains
Total distributions
Net asset value, end of period

(0.07)
(1.34)
_____
(1.41)
_____
$15.54
_____
_____

TOTAL RETURN

8.86%(1)

SUPPLEMENTAL DATA AND RATIOS:
Net assets, end of period (millions)
Ratio of expenses to average net assets:
Before expense reimbursement
After expense reimbursement
Ratio of net investment income to average net assets:
Before expense reimbursement
After expense reimbursement
Portfolio turnover rate(3)

(1)
(2)
(3)

$175.23
1.43%(2)
1.43%(2)
0.85%(2)
0.85%(2)
10%(1)

Not annualized.
Annualized.
Portfolio turnover is calculated on the basis of the Fund as a whole.

The accompanying notes are an integral part of these ﬁnancial statements.
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FINANCIAL HIGHLIGHTS — INVESTOR CLASS

Year Ended October 31,
______________________________________________________
2016
2015
2014
2013
2012
_____
_____
_____
_____
_____
$16.15
_____

$16.68
_____

$15.77
_____

$13.96
_____

$12.99
_____

0.14
(0.16)
_____
(0.02)
_____

0.13
0.11
_____
0.24
_____

0.16
1.41
_____
1.57
_____

0.23
1.81
_____
2.04
_____

0.18
0.99
_____
1.17
_____

(0.13)
(0.39)
_____
(0.52)
_____
$15.61
_____
_____

(0.13)
(0.64)
_____
(0.77)
_____
$16.15
_____
_____

(0.16)
(0.50)
_____
(0.66)
_____
$16.68
_____
_____

(0.23)
—
_____
(0.23)
_____
$15.77
_____
_____

(0.20)
—
_____
(0.20)
_____
$13.96
_____
_____

(0.12)%

1.43%

10.28%

14.72%

9.01%

$202.04

$292.84

$284.45

$233.25

$196.92

1.43%
1.43%

1.38%
1.38%

1.33%
1.33%

1.36%
1.33%

1.33%
1.24%

0.84%
0.84%
24%

0.83%
0.83%
39%

1.01%
1.01%
28%

1.51%
1.54%
52%

1.37%
1.46%
34%

The accompanying notes are an integral part of these ﬁnancial statements.
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Financial Statements
Financial Highlights
For an Institutional Class share outstanding throughout each period
Six Months Ended
April 30, 2017
(Unaudited)
_____________
PER SHARE DATA:
Net asset value, beginning of period

$14.76
_____

Income from investment operations:
Net investment income
Net realized and unrealized gains (losses) on investments
Total from investment operations

0.09
1.20
_____
1.29
_____

Less distributions:
Dividends from net investment income
Dividends from net realized gains
Total distributions
Net asset value, end of period

(0.10)
(1.27)
_____
(1.37)
_____
$14.68
_____
_____

TOTAL RETURN

9.04%(1)

SUPPLEMENTAL DATA AND RATIOS:
Net assets, end of period (millions)
Ratio of expenses to average net assets:
Before expense reimbursement
After expense reimbursement
Ratio of net investment income to average net assets:
Before expense reimbursement
After expense reimbursement
Portfolio turnover rate(3)

(1)
(2)
(3)

$114.49
1.05%(2)
1.05%(2)
1.22%(2)
1.22%(2)
10%(1)

Not annualized.
Annualized.
Portfolio turnover is calculated on the basis of the Fund as a whole.

The accompanying notes are an integral part of these ﬁnancial statements.
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FINANCIAL HIGHLIGHTS — INSTITUTIONAL CLASS

Year Ended October 31,
______________________________________________________
2016
2015
2014
2013
2012
_____
_____
_____
_____
_____
$15.28
_____

$15.80
_____

$14.97
_____

$13.29
_____

$12.38
_____

0.18
(0.13)
_____
0.05
_____

0.19
0.09
_____
0.28
_____

0.20
1.33
_____
1.53
_____

0.25
1.72
_____
1.97
_____

0.22
0.92
_____
1.14
_____

(0.20)
(0.37)
_____
(0.57)
_____
$14.76
_____
_____

(0.19)
(0.61)
_____
(0.80)
_____
$15.28
_____
_____

(0.20)
(0.50)
_____
(0.70)
_____
$15.80
_____
_____

(0.29)
—
_____
(0.29)
_____
$14.97
_____
_____

(0.23)
—
_____
(0.23)
_____
$13.29
_____
_____

0.30%

1.75%

10.60%

14.99%

9.23%

$129.91

$168.84

$102.10

$85.12

$108.49

1.03%
1.03%

1.04%
1.04%

1.05%
1.05%

1.06%
1.06%

1.06%
0.99%

1.23%
1.23%
24%

1.18%
1.18%
39%

1.29%
1.29%
28%

1.95%
1.95%
52%

1.68%
1.75%
34%

The accompanying notes are an integral part of these ﬁnancial statements.
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Financial Statements
Notes to the Financial Statements April 30, 2017 (Unaudited)

1). ORGANIZATION
The Hennessy Equity and Income Fund (the “Fund”) is a series of Hennessy Funds Trust
(the “Trust”), which was organized as a Delaware statutory trust on September 17, 1992.
The Fund is an open-end management investment company registered under the
Investment Company Act of 1940, as amended. The investment objective of the Fund is
long-term capital growth and current income. The Fund is a diversified fund.
The Fund offers Investor Class and Institutional Class shares. Each class of shares
differs principally in its respective 12b-1 distribution and service, shareholder servicing,
and sub-transfer agent expenses (there are no sales charges). Each class has identical
rights to earnings, assets, and voting privileges, except for class-specific expenses and
exclusive rights to vote on matters affecting only an individual class.
As an investment company, the Fund follows the investment company accounting and
reporting guidance of the Financial Accounting Standards Board (“FASB”) Accounting
Standard Codification Topic 946 “Financial Services—Investment Companies.”
2). SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of significant accounting policies consistently followed by the
Fund in the preparation of the financial statements. These policies conform with U.S.
generally accepted accounting principles (“GAAP”).
a). Investment Valuation – All investments in securities are recorded at their estimated
fair value, as described in Note 3.
b). Federal Income Taxes – No provision for federal income taxes or excise taxes has been
made since the Fund has elected to be taxed as a “regulated investment company” and
intends to distribute substantially all of its taxable income to its shareholders and
otherwise comply with the provisions of the Internal Revenue Code of 1986, as
amended, applicable to regulated investment companies. Net investment income/loss
and realized gains/losses for federal income tax purposes may differ from that reported
in the financial statements because of temporary book and tax basis differences.
Temporary differences are primarily the result of the treatment of wash sales for tax
reporting purposes. The Fund recognizes interest and penalties related to income tax
benefits, if any, in the Statement of Operations as an income tax expense.
Distributions from net realized gains for book purposes may include short-term
capital gains, which are included as ordinary income to shareholders for tax purposes.
c). Accounting for Uncertainty in Income Taxes – The Fund has accounting policies
regarding recognition and measurement of tax positions taken or expected to be
taken on a tax return. The tax returns of the Fund for the prior three fiscal years are
open for examination. The Fund has reviewed all open tax years in major
jurisdictions and concluded that there is no impact on the Fund’s net assets and no
tax liability resulting from unrecognized tax benefits relating to uncertain income tax
positions taken or expected to be taken on a tax return. The Fund’s major tax
jurisdictions are U.S. federal and Delaware.
d). Income and Expenses – Dividend income is recognized on the ex-dividend date or as
soon as information is available to the Fund. Interest income, which includes the
amortization of premium and accretion of discount, is recognized on an accrual basis.
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e). Distributions to Shareholders – Dividends from net investment income for the Fund,
if any, are declared and paid on a calendar quarter-end basis. Distributions of net
realized capital gains, if any, are declared and paid annually, usually in December.
f).

Security Transactions – Investment and shareholder transactions are recorded on the
trade date. The Fund determines the gain or loss realized from the investment
transactions by comparing the original cost of the security lot sold with the net sale
proceeds. Discounts and premiums on securities purchased are accreted/amortized
over the life of the respective security.

g). Use of Estimates – The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported change in net assets during the
reporting period. Actual results could differ from those estimates.
h). Share Valuation – The net asset value (“NAV”) per share of the Fund is calculated by
dividing the sum of the value of the securities held by the Fund, plus cash or other
assets, minus all liabilities (including estimated accrued expenses) by the total number
of shares outstanding for the Fund, rounded to the nearest cent. The Fund’s shares will
not be priced on days the New York Stock Exchange is closed for trading. The offering
and redemption price per share for the Fund is equal to the Fund’s NAV per share.
i).

Foreign Currency – Values of investments denominated in foreign currencies, if any,
are converted into U.S. dollars using the spot market rate of exchange at the time of
valuation. Purchases and sales of investments and income are translated into U.S.
dollars using the spot market rate of exchange prevailing on the respective dates of
such transactions. The Fund does not isolate the portion of the results of operations
resulting from fluctuations in foreign exchange rates on investments from
fluctuations resulting from changes in the market prices of securities held. Such
fluctuations are included with the net realized and unrealized gain/loss on
investments. Foreign investments present additional risks due to currency
fluctuations, economic and political factors, lower liquidity, government regulations,
differences in accounting standards, and other factors.

j).

Forward Contracts – The Fund may enter into forward currency contracts to reduce
its exposure to changes in foreign currency exchange rates on its foreign holdings
and to lock in the U.S. dollar cost of firm purchase and sale commitments for
securities denominated in foreign currencies. A forward currency contract is a
commitment to purchase or sell a foreign currency at a future date at a negotiated
forward rate. The gain or loss arising from the difference between the U.S. dollar
cost of the original contract and the value of the foreign currency in U.S. dollars
upon closing of such contract is included in net realized gain/loss from foreign
currency transactions. During the six months ended April 30, 2017, the Fund did
not enter into any forward contracts.

k). Derivatives – The Fund may invest in, or enter into, derivatives, such as options, futures
contracts, options on futures contracts, and swaps, for a variety of reasons, including to
hedge certain risks, to provide a substitute for purchasing or selling particular
securities, or to increase potential income gain. Derivatives are financial contracts
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The Fund is charged for those expenses that are directly attributable to the portfolio,
such as advisory, administration, and certain shareholder service fees. Income,
expenses (other than expenses attributable to a specific class), and realized and
unrealized gains/losses on investments are allocated to each class of shares based on
its respective net assets.

based on an underlying or notional amount, require no initial investment or an initial
net investment that is smaller than would normally be required to have a similar
response to changes in market factors, and require or permit net settlement. Derivatives
may allow the Fund to increase or decrease the level of risk to which the Fund is
exposed more quickly and efficiently than transactions in other types of instruments.
The main purpose of utilizing derivative instruments is for hedging purposes.
The Fund follows the financial accounting reporting rules as required by the
Derivatives and Hedging Topic of the FASB Accounting Standards Codification.
Under such rules, the Fund is required to include enhanced disclosure that enables
investors to understand how and why an entity uses derivatives, how derivatives are
accounted for, and how derivatives instruments affect an entity’s results of operations
and financial position. During the six months ended April 30, 2017, the Fund did not
hold any derivative instruments.
l).

Repurchase and Reverse Repurchase Agreements – The Fund may enter into
repurchase agreements and reverse repurchase agreements with member banks or
security dealers of the Federal Reserve Board whom the investment advisor deems
creditworthy. Transactions involving repurchase agreements and reverse repurchase
agreements are treated as collateralized financing transactions, and are recorded at
their contracted resell or repurchase amounts, which approximates fair value.
Interest on repurchase agreements and reverse repurchase agreements is included in
interest receivable and interest payable, respectively.
In connection with repurchase agreements, securities pledged as collateral are
held by the custodian bank until the respective agreements mature. Provisions of the
repurchase agreements ensure that the market value of the collateral, including
accrued interest thereon, is sufficient to cover the repurchase amount in the event of
default of the counterparty. If the counterparty defaults and the fair value of the
collateral declines or if the counterparty enters an insolvency proceeding, realization
of the collateral by the Fund may be delayed or limited.
During the six months ended April 30, 2017, the Fund did not enter into any
repurchase agreements or reverse repurchase agreements.

m). New Accounting Pronouncements – In October 2016, the U.S. Securities and
Exchange Commission adopted new rules and amended existing rules (together,
“final rules”) intended to modernize the reporting and disclosure of information by
registered investment companies. In part, the final rules amend Regulation S-X and
require standardized, enhanced disclosure about derivatives in investment company
financial statements, as well as other amendments. The compliance date for the
amendments to Regulation S-X is August 1, 2017. Management has reviewed the
requirements and believes the adoption of the final rules will not have a material
impact on the Fund’s financial statements and related disclosures.
3). SECURITIES VALUATION
The Fund follows authoritative fair valuation accounting standards that establish an
authoritative definition of fair value and set out a hierarchy for measuring fair value.
These standards require additional disclosures about the various inputs and valuation
techniques used to develop the measurements of fair value and a discussion of changes in
valuation techniques and related inputs during the period. These inputs are summarized
in the three broad levels listed below:
Level 1 – Unadjusted, quoted prices in active markets for identical instruments that
the Fund has the ability to access at the date of measurement.
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Level 3 – Significant unobservable inputs (including the Fund’s own assumptions
about what market participants would use to price the asset or liability based
on the best available information) when observable inputs are unavailable.
Following is a description of the valuation techniques applied to the Fund’s major
categories of assets and liabilities measured at fair value on a recurring basis.
Equity Securities – Equity securities, including common stocks, preferred stocks,
foreign-issued common stocks, exchange-traded funds, closed-end mutual funds,
partnerships, rights, and real estate investment trusts, that are traded on a securities
exchange for which a last-quoted sales price is readily available will generally be
valued at the last sales price as reported by the primary exchange on which the
securities are listed. Securities listed on The NASDAQ Stock Market (“NASDAQ”)
will generally be valued at the NASDAQ Official Closing Price, which may differ from
the last sales price reported. Securities traded on a securities exchange for which a
last-quoted sales price is not readily available will generally be valued at the mean
between the bid and ask prices. To the extent these securities are actively traded and
valuation adjustments are not applied, they are classified in Level 1 of the fair value
hierarchy. Securities traded on foreign exchanges generally are not valued at the
same time the Fund calculates its NAV because most foreign markets close well
before such time. The earlier close of most foreign markets gives rise to the
possibility that significant events, including broad market moves, may have occurred
in the interim. In certain circumstances, it may be determined that a security needs
to be fair valued because it appears that the value of the security might have been
materially affected by events occurring after the close of the market in which the
security is principally traded, but before the time the Fund calculates its NAV, such as
by a development that affects an entire market or region (e.g., weather-related events)
or a potentially global development (e.g., a terrorist attack that may be expected to
have an effect on investor expectations worldwide).
Registered Investment Companies – Investments in registered investment companies
(e.g., mutual funds) are generally priced at the ending NAV provided by the
applicable registered investment company’s service agent and will be classified in
Level 1 of the fair value hierarchy.
Debt Securities – Debt securities, including corporate bonds, asset-backed securities,
mortgage-backed securities, municipal bonds, U.S. Treasuries, and U.S. government
agency issues, are generally valued at market on the basis of valuations furnished by
an independent pricing service that utilizes both dealer-supplied valuations and
formula-based techniques. The pricing service may consider recently executed
transactions in securities of the issuer or comparable issuers, market price quotations
(where observable), bond spreads, and fundamental data relating to the issuer. In
addition, the model may incorporate observable market data, such as reported sales
of similar securities, broker quotes, yields, bids, offers, and reference data. Certain
securities are valued primarily using dealer quotations. These securities are generally
classified in Level 2 of the fair value hierarchy.
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Level 2 – Other significant observable inputs (including, but not limited to, quoted
prices in active markets for similar instruments, quoted prices in markets
that are not active for identical or similar instruments, and model-derived
valuations in which all significant inputs and significant value drivers are
observable in active markets (such as interest rates, prepayment speeds,
credit risk curves, default rates, and similar data)).

Short-Term Securities – Short-term equity investments, including money market funds,
are valued in the manner specified above. Short-term debt investments with an
original term to maturity of 60 days or less are valued at amortized cost, which
approximates fair market value. If the original term to maturity of a short-term debt
investment exceeded 60 days, then the values as of the 61st day prior to maturity are
amortized. Amortized cost is not used if its use would be inappropriate due to credit
or other impairments of the issuer, in which case the security’s fair value would be
determined, as described below. Short-term securities are generally classified in
Level 1 or Level 2 of the fair market hierarchy depending on the inputs used and
market activity levels for specific securities.
The Board of Trustees of the Fund (the “Board”) has adopted fair value pricing
procedures that are followed when a price for a security is not readily available or if a
significant event has occurred that indicates the closing price of a security no longer
represents the true value of that security. Fair value pricing determinations are made in
good faith in accordance with these procedures. There are numerous criteria that will be
given consideration in determining a fair value of a security, such as the trading volume of
a security and markets, the value of other similar securities, and news events with direct
bearing to a security or markets. Fair value pricing results in an estimated price for a
security that reflects the amount the Fund might reasonably expect to receive in a current
sale. Depending on the relative significance of the valuation inputs, these securities may
be classified in either Level 2 or Level 3 of the fair value hierarchy.
The fair valuation of foreign securities may be determined with the assistance of a
pricing service using correlations between the movement of prices of such securities and
indices of domestic securities and other appropriate indicators, such as closing market
prices of relevant American Depositary Receipts or futures contracts. The effect of using
fair value pricing is that the Fund’s NAV will reflect the affected portfolio securities’ values
as determined by the Board or its designee instead of being determined by the market.
Using a fair value pricing methodology to price foreign securities may result in a value
that is different from a foreign security’s most recent closing price and from the prices
used by other investment companies to calculate their NAVs and are generally considered
Level 2 prices in the fair valuation hierarchy. Because the Fund may invest in foreign
securities, the value of the Fund’s portfolio securities may change on days when you will
not be able to purchase or redeem your shares.
The Board has delegated day-to-day valuation matters to a Valuation Committee
comprised of one or more representatives from Hennessy Advisors, Inc. (the “Advisor”),
the Fund’s investment advisor. The function of the Valuation Committee is to value
securities where current and reliable market quotations are not readily available. All
actions taken by the Valuation Committee are reviewed by the Board.
The Fund has performed an analysis of all existing investments to determine the
significance and character of all inputs to their fair value determination. Various inputs
are used in determining the value of the Fund’s investments. The inputs or methodology
used for valuing securities are not necessarily an indication of the risk associated with
investing in those securities. Details related to the fair valuation hierarchy of the Fund’s
securities as of April 30, 2017, are included in the Schedule of Investments.
4). INVESTMENT TRANSACTIONS
Purchases and sales of investment securities (excluding government and short-term
investments) for the Fund during the six months ended April 30, 2017, were $19,141,802
and $85,095,425, respectively.
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The Fund is permitted to purchase or sell securities from or to another fund in the
Hennessy Funds family of funds (the “Hennessy Funds”) under specified conditions
outlined in procedures adopted by the Board of Trustees. The procedures have been designed
to ensure that any purchase or sale of securities by the Fund from or to another Hennessy
Fund complies with Rule 17a-7 of the Investment Company Act of 1940, as amended.
During the six months ended April 30, 2017, the Fund did not engage in purchases and sales
of securities pursuant to Rule 17a-7 of the Investment Company Act of 1940, as amended.
5). INVESTMENT MANAGEMENT FEE AND OTHER TRANSACTIONS WITH AFFILIATES
The Advisor provides the Fund with investment management services under an
Investment Advisory Agreement. The Advisor furnishes all investment advice, office
space, facilities, and provides most of the personnel needed by the Fund. As
compensation for its services, the Advisor is entitled to a monthly fee from the Fund. The
fee is based upon the average daily net assets of the Fund at the annual rate of 0.80%. The
net investment advisory fees expensed by the Fund during the six months ended April 30,
2017, are included in the Statement of Operations.
The Advisor has delegated the day-to-day management of the equity allocation of the
Fund to The London Company of Virginia, LLC, and has delegated the day-to-day
management of the fixed income allocation of the Fund to Financial Counselors, Inc. The
Advisor pays the sub-advisory fees from its own assets and these fees are not an additional
expense of the Fund. For the most recent fiscal year, the Advisor (not the Fund) paid a
sub-advisory fee, based upon the daily net assets of the Fund, at the rate of 0.33% for the
equity allocation and 0.27% for the fixed income allocation.
The Board has approved a Shareholder Servicing Agreement for Investor Class shares
of the Fund, which was instituted to compensate the Advisor for the non-investment
management services it provides to the Fund. The Shareholder Servicing Agreement
provides for a monthly fee paid to the Advisor at an annual rate of 0.10% of the average
daily net assets of the Fund attributable to Investor Class shares. The shareholder service
fees expensed by the Fund during the six months ended April 30, 2017, are included in
the Statement of Operations.
The Fund has adopted a plan pursuant to Rule 12b-1 under the Investment Company
Act of 1940, as amended, that authorizes payments in connection with the distribution of
the Fund’s shares at an annual rate of up to 0.25% of the Fund’s average daily net assets
attributable to Investor Class shares. Even though the authorized rate is up to 0.25%, the
Fund is currently only using 0.15% of its average daily net assets attributable to Investor
Class shares for such purposes. Amounts paid under the plan may be spent on any
activities or expenses primarily intended to result in the sale of shares, including, but not
limited to, advertising, shareholder account servicing, the printing and mailing of
prospectuses to other than current shareholders, the printing and mailing of sales
literature, and compensation for sales and marketing activities or to financial institutions
and others, such as dealers and distributors. The distribution fees expensed by the Fund
during the six months ended April 30, 2017, are included in the Statement of Operations.
The Fund has entered into agreements with various brokers, dealers, and financial
intermediaries in connection with the sale of shares of the Fund. The agreements
provide for periodic payments by the Fund to the brokers, dealers, and financial
intermediaries for providing certain shareholder maintenance services (sub-transfer agent
expenses). These shareholder services include the pre-processing and quality control of
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Purchases and sales/maturities of long-term U.S. government securities for the Fund
during the six months ended April 30, 2017, were $12,794,846 and $12,987,842, respectively.

new accounts, shareholder correspondence, answering customer inquiries regarding
account status, and facilitating shareholder telephone transactions. The sub-transfer
agent fees expensed by the Fund during the six months ended April 30, 2017, are
included in the Statement of Operations.
U.S. Bancorp Fund Services, LLC (“USBFS”) provides the Fund with administrative,
fund accounting, and transfer agent services, and necessary office equipment. As
administrator, USBFS is responsible for activities such as (i) preparing various federal and
state regulatory filings, reports, and returns for the Fund, (ii) preparing reports and
materials to be supplied to the Board, (iii) monitoring the activities of the Fund’s
custodian, transfer agent, and accountants, and (iv) coordinating the preparation and
payment of the Fund’s expenses and reviewing the Fund’s expense accruals. U.S. Bank,
N.A., an affiliate of USBFS, serves as the Fund’s custodian. The administrative, fund
accounting, custody, and transfer agent fees expensed by the Fund during the six months
ended April 30, 2017, are included in the Statement of Operations.
Quasar Distributors, LLC acts as the Fund’s principal underwriter in a continuous
public offering of the Fund’s shares. Quasar Distributors, LLC is an affiliate of USBFS and
U.S. Bank, N.A.
The officers of the Fund are affiliated with the Advisor. Such officers, with the
exception of the Chief Compliance Officer and the Senior Compliance Officer, receive no
compensation from the Fund for serving in their respective roles. The Fund, along with
the other Hennessy Funds, makes reimbursement payments, on an equal basis, to the
Advisor for a portion of the salary and benefits associated with the office of the Chief
Compliance Officer and for all of the salary and benefits associated with the office of the
Senior Compliance Officer. The compliance fees expensed by the Fund during the six
months ended April 30, 2017, are included in the Statement of Operations.
6). GUARANTEES AND INDEMNIFICATIONS
Under the Hennessy Funds’ organizational documents, their officers and trustees are
indemnified by the Hennessy Funds against certain liabilities arising out of the performance
of their duties to the Hennessy Funds. Additionally, in the normal course of business, the
Hennessy Funds enter into contracts with service providers that contain general
indemnification clauses. The Fund’s maximum exposure under these arrangements is
unknown as this would involve future claims that may be made against the Fund that have
not yet occurred. Currently, the Fund expects the risk of loss to be remote.
7). LINE OF CREDIT
The Fund has an uncommitted line of credit with the other Hennessy Funds in the
amount of the lesser of (i) $100,000,000 or (ii) 33.33% of each Hennessy Fund’s net
assets, or 30% for the Hennessy Gas Utility Fund and 10% for the Hennessy Balanced
Fund, intended to provide short-term financing, if necessary, subject to certain
restrictions, in connection with shareholder redemptions. The credit facility is with the
Hennessy Funds’ custodian bank, U.S. Bank, N.A. Borrowings under this arrangement
bear interest at the bank’s prime rate and are secured by all of the Fund’s assets (as to its
own borrowings only). During the six months ended April 30, 2017, the Fund had an
outstanding average daily balance and a weighted average interest rate of $157,099 and
3.75%, respectively. The interest expensed by the Fund during the six months ended
April 30, 2017, is included in the Statement of Operations. The maximum amount
outstanding for the Fund during the period was $3,495,000. At April 30, 2017, the Fund
did not have any borrowings outstanding under the line of credit.
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As of October 31, 2016, the Fund’s most recent fiscal year end, the components of
accumulated earnings (losses) for income tax purposes were as follows:
Cost of investments for tax purposes
Gross tax unrealized appreciation
Gross tax unrealized depreciation
Net tax unrealized appreciation
Undistributed ordinary income
Undistributed long-term capital gains
Total distributable earnings
Other accumulated loss
Total accumulated gain

$312,244,344
$ 26,058,387
(8,825,075)
$ 17,233,312
$ 129,004
$ 26,549,761
$ 26,678,765
$
—
$ 43,912,077

The difference between book-basis unrealized appreciation/depreciation (as shown in
the Statement of Assets and Liabilities) and tax-basis unrealized appreciation/depreciation
(as shown above) is attributable primarily to wash sales.
At October 31, 2016, the Fund’s most recent fiscal year end, the Fund had no tax
basis capital losses to offset future capital gains.
At October 31, 2016, the Fund’s most recent fiscal year end, the Fund did not defer,
on a tax basis, any late year ordinary losses.
During the fiscal years ended October 31, 2017 (year to date) and 2016, the tax
character of distributions paid by the Fund was as follows:
Six Months Ended
April 30, 2017
______________
$ 1,585,424
26,549,618
_________
$28,135,042
_________
_________

Ordinary income(1)
Long-term capital gain

(1)

Year Ended
October
31, 2016
_____________
$ 4,059,953
10,941,347
_________
$15,001,300
_________
_________

Ordinary income includes short-term gain/loss.

9). EVENTS SUBSEQUENT TO PERIOD END
Management has evaluated the Fund’s related events and transactions that occurred
subsequent to April 30, 2017, through the date of issuance of the Fund’s financial
statements. Management has determined that there were no subsequent events requiring
recognition or disclosure in the financial statements.
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8). FEDERAL TAX INFORMATION

Expense Example (Unaudited)
April 30, 2017

As a shareholder of the Fund, you incur two types of costs: (1) transaction costs,
including sales charges (loads) on purchase payments, reinvested dividends, or other
distributions; redemption fees; and exchange fees; and (2) ongoing costs, including
management fees; service fees; and other Fund expenses. This Example is intended to
help you understand your ongoing costs (in dollars) of investing in the Fund and to
compare these costs with the ongoing costs of investing in other mutual funds. The
Example is based on an investment of $1,000 invested at the beginning of the period and
held for the entire period from November 1, 2016, through April 30, 2017.
Actual Expenses
The first line of the table below under the “Investor Class” and “Institutional Class”
headings provides information about actual account values and actual expenses. Although
the Fund charges no sales loads or transaction fees, you will be assessed fees for outgoing
wire transfers, returned checks and stop payment orders at prevailing rates charged by
U.S. Bancorp Fund Services, LLC, the Fund’s transfer agent. If you request that a
redemption be made by wire transfer, currently a $15 fee is charged by the Fund’s transfer
agent. IRA accounts will be charged a $15 annual maintenance fee. The example below
includes, but is not limited to, management fees, shareholder servicing fees, fund
accounting, custody, and transfer agent fees. However, the example below does not
include portfolio trading commissions and related expenses, and other extraordinary
expenses as determined under generally accepted accounting principles. You may use the
information in this line, together with the amount you invested, to estimate the expenses
that you paid over the period. Simply divide your account value by $1,000 (for example,
an $8,600 account value divided by $1,000 = 8.6), then multiply the result by the number
in the first line of the table under the “Investor Class” or “Institutional Class” headings in
the column entitled “Expenses Paid During Period” to estimate the expenses you paid on
your account during this period.
Hypothetical Example for Comparison Purposes
The second line of the table below under the “Investor Class” and “Institutional Class”
headings provides information about hypothetical account values and hypothetical
expenses based on the Fund’s actual expense ratios and an assumed rate of return of 5%
per year before expenses, which is not the Fund’s actual return. The hypothetical account
values and expenses may not be used to estimate the actual ending account balance or
expenses you paid for the period. You may use this information to compare the ongoing
costs of investing in the Fund and other funds. To do so, compare this 5% hypothetical
example with the 5% hypothetical examples that appear in the shareholder reports of the
other funds. Please note that the expenses shown in the table are meant to highlight your
ongoing costs only and do not reflect any transactional costs, such as sales charges
(loads), or exchange fees. Therefore, the second line of the table under the “Investor
Class” and “Institutional Class” headings is useful in comparing ongoing costs only, and
will not help you determine the relative total costs of owning different funds. In addition,
if these transactional costs were included, your costs would have been higher.
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Investor Class
Actual

$1,000.00

$1,088.60

$7.41

Hypothetical (5% return before expenses)

$1,000.00

$1,017.70

$7.15

Institutional Class
Actual

$1,000.00

$1,090.40

$5.44

Hypothetical (5% return before expenses)

$1,000.00

$1,019.59

$5.26

(1)

Expenses are equal to the Fund’s annualized expense ratio of 1.43% for Investor Class shares or 1.05%
for Institutional Class shares, as applicable, multiplied by the average account value over the period,
multiplied by 181/365 days (to reﬂect one-half year period).
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Expenses Paid
Beginning
Ending
During Period(1)
Account Value Account Value November 1, 2016 –
November 1, 2016 ___________
April 30, 2017 _______________
April 30, 2017
______________

Proxy Voting Policy and Proxy Voting Records
A description of the policies and procedures the Fund uses to determine how to vote proxies
relating to portfolio securities is available without charge: (1) by calling 1-800-966-4354;
(2) on the Hennessy Funds’ website at hennessyfunds.com/proxy-voting/policy.fs; or (3) on
the U.S. Securities and Exchange Commission’s (the “SEC”) website at www.sec.gov. The
Fund’s proxy voting record is available without charge on both the Hennessy Funds’ website
at hennessyfunds.com/proxy-voting/vote.fs and the SEC’s website at www.sec.gov no later
than August 31 for the prior 12 months ending June 30.

Quarterly Schedule of Investments
The Fund files a complete schedule of portfolio holdings with the SEC for the first and third
quarters of each fiscal year on Form N-Q. The Fund’s Forms N-Q will be available on the
SEC’s website at www.sec.gov. The Fund’s Forms N-Q may be reviewed and copied at the
SEC’s Public Reference Room in Washington, DC and information on the operation of the
Public Reference Room may be obtained by calling 1-800-SEC-0330. Information included
in the Fund’s Forms N-Q will also be available upon request by calling 1-800-966-4354.

Federal Tax Distribution Information
(Unaudited)
For the fiscal year ended October 31, 2016, certain dividends paid by the Fund may be
subject to a maximum tax rate of 23.8%, as provided for by the Jobs and Growth Tax
Relief Reconciliation Act of 2003. The percentage of dividends declared from ordinary
income designated as qualified dividend income was 100%.
For corporate shareholders, the percent of ordinary income distributions that qualified
for the corporate dividends received deduction for the fiscal year ended October 31, 2016,
was 100%.
The percentage of taxable ordinary income distributions that is designated as a shortterm capital gain distribution under Section 871(k)(2)(C) of the Internal Revenue Code
of 1986, as amended, for the Fund was 0%.

Householding of Reports and Prospectuses
To help keep the Fund’s costs as low as possible, we generally deliver a single copy of most
financial reports and prospectuses to shareholders who share an address, even if the
accounts are registered under different names. This process, known as “householding,”
does not apply to account statements. You may request an individual copy of a prospectus
or financial report at any time. If you would like to receive separate mailings, please call
the Administrator at 1-800-261-6950 or 1-414-765-4124 and individual delivery will begin
within 30 days of your request. If your account is held through a financial institution or
other intermediary, please contact them directly to request individual delivery.
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At its meeting on March 8, 2017, the Board of Trustees of the Fund (the “Board,” and the
members thereof, the “Trustees”) unanimously approved the continuation of the
investment advisory agreement of the Fund with Hennessy Advisors, Inc. (the “Advisor”)
and the sub-advisory agreement for the equity allocation of the Fund between the Advisor
and The London Company, LLC, and the sub-advisory agreement for the fixed income
allocation of the Fund between the Advisor and Financial Counselors, Inc. (with The
London Company, LLC and Financial Counselors, Inc. herein referred to as individually
as a “Sub-Advisor” and together as the “Sub-Advisors”). As part of the process of
approving the continuation of the advisory and sub-advisory agreements, the Trustees
reviewed their fiduciary duties with respect to approving the advisory and sub-advisory
agreements and the relevant factors for them to consider. In addition, the Trustees who
are not deemed “interested persons” (as that term is defined by the Investment Company
Act of 1940, as amended) of the Fund (the “Independent Trustees”) met in executive
session to discuss the approval of the advisory and sub-advisory agreements.
In advance of the meeting, the Advisor sent detailed information to the Trustees to
assist them in their evaluation of the advisory and sub-advisory agreements. This
information included, but was not limited to, (i) a memorandum from outside legal
counsel that described the fiduciary duties of the Board with respect to approving the
continuation of the advisory and sub-advisory agreements and the relevant factors for
consideration, (ii) a memorandum from the Advisor that listed the factors relevant to the
Board’s approval of the continuation of the advisory and sub-advisory agreements and also
referenced the documents that had been provided to help the Board assess each such
factor, (iii) an inventory of the range of services provided by the Advisor and the SubAdvisors for the Fund, (iv) a written discussion of economies of scale, (v) the advisory
and sub-advisory agreements, (vi) a recent Fund fact sheet, which included, among other
things, performance information over various time periods, (vii) a peer expense
comparison of both the net expense ratio and investment advisory fee of the Fund,
(viii) the Advisor’s most recent Form 10-K and Form 10-Q, which includes information
about the Advisor’s profitability, (ix) information about brokerage commissions,
(x) information about the Fund’s compliance program, (xi) the Advisor’s current Form
ADV Part I, (xii) a completed questionnaire from each Sub-Advisor and summary thereof,
(xiii) each Sub-Advisor’s Code of Ethics, (xiv) each Sub-Advisor’s Form ADV Parts I and
II, and (xv) financial information for the holding company of each Sub-Advisor.
All of the factors discussed were considered as a whole by the Trustees, and also by
the Independent Trustees meeting in executive session. The factors were viewed in their
totality by the Trustees, with no single factor being the principal or determinative factor in
the Trustees’ determination of whether to approve the continuation of the advisory and
sub-advisory agreements. The Trustees recognized that the management and fee
arrangements for the Fund are the result of years of review and discussion between the
Independent Trustees and the Advisor, that certain aspects of such arrangements may
receive greater scrutiny in some years than in others, and that the Trustees’ conclusions
may be based, in part, on their consideration of these same arrangements and information
received during the course of the year and in prior years.
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Board Approval of Investment Advisory
Agreements

Prior to approving the continuation of the advisory and sub-advisory agreements, the
Trustees, including the Independent Trustees in executive session, considered, among
other items:
(1) The nature and quality of the advisory services provided by the Advisor and the
Sub-Advisors.
(2) A comparison of the fees and expenses of the Fund to other similar funds.
(3) Whether economies of scale are recognized by the Fund.
(4) The costs and profitability of the Fund to the Advisor and the Sub-Advisors.
(5) The performance of the Fund.
(6) Any benefits to the Advisor and the Sub-Advisors from serving as an investment
advisor to the Fund other than the advisory and sub-advisory fees.
The material considerations and determinations of the Trustees, including the
Independent Trustees, were as follows:
(1) The Trustees considered the services identified below that are provided by the
Advisor. Based on this review, the Trustees concluded that the Advisor provides
high-quality services to the Fund, and they noted that their overall confidence in
the Advisor is high. The Trustees also concluded that they were satisfied with
the nature, extent, and quality of the advisory services provided to the Fund by
the Advisor, and that the nature and extent of the services provided by the
Advisor are appropriate to assure that the Fund’s operations are conducted in
compliance with applicable laws, rules, and regulations.
(a) The Advisor oversees the Sub-Advisors for the Fund and the Sub-Advisors
act as the portfolio manager for the Fund.
(b) The Advisor performs a daily reconciliation of portfolio positions and cash
for the Fund.
(c) The Advisor monitors the Fund’s compliance with its investment objectives
and restrictions.
(d) The Advisor monitors compliance with federal securities laws and performs
activities such as maintaining a compliance program, conducting ongoing
reviews of the compliance programs of the Sub-Advisors and the Fund’s
other service providers, monitoring incidents of abusive trading practices,
reviewing Fund expense accruals, payments, and fixed expense ratios,
evaluating insurance providers for fidelity bond coverage and D&O/E&O
insurance coverage, conducting employee compliance training, reviewing
reports provided by service providers, maintaining books and records, and
preparing an annual compliance report to the Board.
(e) The Advisor oversees the selection and continued employment of each SubAdvisor, monitors each Sub-Advisor’s adherence to the Fund’s investment
objectives, policies, and restrictions, and reviews the Fund’s investment
performance.
(f) The Advisor oversees service providers that provide accounting,
administration, distribution, transfer agency, custodial, sales and marketing,
public relations, audit, information technology, and legal services to the Fund.
(g) The Advisor maintains in-house marketing and distribution departments on
behalf of the Fund.
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(i) The Advisor reviews the written summaries prepared by the Sub-Advisors
of the Fund’s performance for the most recent twelve-month period for each
annual report of the Fund.
(j) The Advisor oversees distribution of the Fund through third-party
broker/dealers and independent financial institutions such as Charles
Schwab, Inc., Fidelity, TD Waterhouse, and Pershing. The Advisor
participates in “no transaction fee” (“NTF”) programs with these companies
on behalf of the Fund, which allow customers to purchase the Fund
through third-party distribution channels without paying a transaction fee.
The Advisor compensates, in part, a number of these third-party providers
of NTF programs out of its own revenues.
(k) The Advisor pays the incentive compensation of the Fund’s compliance
officers and employs other staff, such as legal, marketing, national accounts
and distribution, sales, administrative, and trading oversight personnel, as
well as management executives.
(l) The Advisor provides a quarterly compliance certification to the Board.
(m) The Advisor prepares or reviews Board materials, frequently presents to the
Board or leads Board discussions, prepares or reviews meeting minutes, and
arranges for Board training and education.
(2) The Trustees considered the services identified below that are provided by each
Sub-Advisor:
(a) Each Sub-Advisor acts as the portfolio manager for the Fund. In this
capacity, each Sub-Advisor does the following:
(i) manages the composition of the Fund’s portfolio, including the
purchase, retention, and disposition of portfolio securities in accordance
with the Fund’s investment objectives, policies, and restrictions;
(ii) ensures compliance with “best execution” for the Fund’s portfolio;
(iii) manages the use of soft dollars for the Fund; and
(iv) manages proxy voting for the Fund.
(b) Each Sub-Advisor ensures that its compliance program includes policies
and procedures relevant to the Fund and the Sub-Advisor’s duties as a
portfolio manager to the Fund.
(c) Each Sub-Advisor prepares a written summary of the Fund’s performance
(with respect to the equity allocation or the fixed income allocation, as
applicable)] for the most recent twelve-month period for each annual report
of the Fund.
(d) Each Sub-Advisor provides a quarterly compliance certification to the Board
regarding trading and allocation practices, supervisory matters, the SubAdvisor’s compliance program (including its code of ethics), compliance
with the Fund’s policies, and general firm updates.
(3) The Trustees considered the distinction between the services performed by the
Advisor and the Sub-Advisors. It noted that the management of the Fund,
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(h) The Advisor is actively involved with preparing regulatory filings for the
Fund, including writing and annually updating the Fund’s prospectus and
related documents.

including the oversight of the Sub-Advisors, involves more comprehensive and
substantive duties than the duties of the Sub-Advisors. Specifically, the Trustees
considered the lists of services identified above and concluded that the services
performed by the Advisor for the Fund require a higher level of service and
oversight than the services performed by the Sub-Advisors. Based on this
determination, the Trustees concluded that the differential in advisory fees
between the Advisor and the Sub-Advisors is reasonable.
(4) The Trustees compared the performance of the Fund to benchmark indices over
various time periods and they also noted that they review and discuss reports
comparing the investment performance of the Fund to various indices at each
quarterly Board meeting. Based on all such information, the Trustees believe
that the Advisor and the Sub-Advisors manage the Fund in a manner that is
materially consistent with its stated investment objective and style. The
Trustees concluded that the performance of the Fund over various time periods
warranted the continuation of the advisory and sub-advisory agreements.
(5) The Trustees reviewed the advisory fees and overall expense ratios of the Fund
compared to other funds similar in asset size and investment objective to the
Fund using data from Morningstar. As part of the discussion with management,
the Trustees ensured that they understood and were comfortable with the
criteria used to determine the mutual funds included in the Morningstar
categories for purposes of the materials considered at the meeting. The Trustees
determined that the advisory fee and overall expense ratio of the Fund falls
within the range of the advisory fees and overall expense ratios of other
comparable funds and concluded that they are reasonable and warranted
continuation of the advisory and sub-advisory agreements.
(6) The Trustees also considered whether economies of scale were being realized by
the Advisor that should be shared with the Fund’s shareholders. The Trustees
noted that many of the expenses incurred to manage the Fund are asset-based
fees and thus do not result in material economies of scale being realized as the
assets of the Fund increase. For example, mutual fund platform fees increase as
the Fund’s assets grow. The Trustees also considered the Advisor’s efforts to
contain expenses, and took into account the Advisor’s significant marketing
efforts to increase Fund assets. The Trustees noted that at current asset levels it
did not appear that there were economies of scale being realized by the Advisor
and concluded that it would continue to monitor economies of scale in the
future as circumstances changed.
(7) The Trustees considered the profitability of the Advisor and the Sub-Advisors,
including the impact of mutual fund platform fees on the Advisor’s profitability,
and also considered the resources and revenues that the Advisor has put into
managing and distributing the Fund. The Trustees then concluded that the
profits of the Advisor and the Sub-Advisors are reasonable and not excessive
when compared to profitability guidelines set forth in relevant court cases.
(8) The Trustees considered the high level of professionalism and knowledge of the
Advisor’s employees, along with a very low level of turnover, and concluded that
this was beneficial to the Fund and its shareholders.
(9) The Trustees considered any benefits to the Advisor and the Sub-Advisors from
serving as an advisor to the Fund other than the advisory fee or sub-advisory fees.
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After reviewing the materials provided at the meeting and management’s
presentation, as well as other information regularly provided at the Board’s quarterly
meetings throughout the year regarding the quality of services provided by the Advisor
and the Sub-Advisors, the performance of the Fund, expense information, regulatory
compliance issues, trading information and related matters, and other factors that the
Trustees deemed relevant, the Trustees, including the Independent Trustees, approved the
continuation of the advisory and sub-advisory agreements.
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The Trustees noted that the Advisor and the Sub-Advisors may derive ancillary
benefits from, by way of example, their association with the Fund in the form of
proprietary and third-party research products and services received from brokerdealers that execute portfolio trades for the Fund. The Trustees determined that
any such products and services have been used for legitimate purposes relating to
the Fund by providing assistance in the investment decision-making process. The
Trustees concluded that any additional benefits realized by the Advisor and the
Sub-Advisors from their relationship with the Fund were reasonable.
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