October 1, 2019

Prospectus
USAA Growth and Tax Strategy Fund
Fund
Shares
USBLX

Beginning January 1, 2021, as permitted by regulations adopted by the
Securities and Exchange Commission, paper copies of the Fund's
shareholder reports will no longer be sent by mail unless you specifically
request paper copies of the reports from the Fund or from your financial
intermediary, such as a broker-dealer or bank. Instead, the reports will be
made available on usaa.com, and you will be notified by mail each time a
report is posted and provided with a website link to access the report.
If you already elected to receive shareholder reports electronically, you will
not be affected by this change, and you need not take any action. You may
elect to receive shareholder reports and other communications from the
Fund or your financial intermediary electronically by notifying your financial
intermediary directly, or if you are a direct investor, by calling (800)
235-8396 or logging on to usaa.com.
You may elect to receive all future reports in paper free of charge. You can
inform the Fund or your financial intermediary that you wish to continue
receiving paper copies of your shareholder reports by notifying your financial
intermediary directly, or if you are a direct investor, by calling (800)
235-8396 or logging on to usaa.com. Your election to receive reports in
paper will apply to all funds held with the USAA family of funds or your
financial intermediary.

Victory Capital means Victory Capital Management Inc., the investment manager of the
USAA Mutual Funds. USAA Mutual Funds are distributed by Victory Capital Advisers,
Inc., a broker dealer registered with FINRA and an affiliate of Victory Capital. Victory
Capital and its affiliates are not affiliated with United Services Automobile Association or
its affiliates. USAA and the USAA logos are registered trademarks and the USAA Mutual
Funds and USAA Investments logos are trademarks of United Services Automobile
Association and are being used by Victory Capital and its affiliates under license.

The Securities and Exchange
Commission has not approved
or disapproved these securities
or determined whether this
Prospectus is accurate or
complete. Any representation to
the contrary is a criminal offense.

USAA.com
800-235-8396

TABLE OF CONTENTS
USAA Growth and Tax Strategy Fund Summary
Investment Objective ...............................................
Fees and Expenses.................................................
Principal Investment Strategy ......................................
Principal Risks ......................................................
Performance ........................................................
Investment Adviser .................................................
Portfolio Managers .................................................
Purchase and Sale of Shares ......................................
Tax Information .....................................................
Payments to Broker-Dealers and Other Financial
Intermediaries .....................................................
Fund Prospectus
Investment Objective ...............................................
More Information on the Fund’s Investment Strategy .............
Risks ................................................................
Portfolio Holdings ...................................................
Fund Management .................................................
Portfolio Managers .................................................
Purchases ...........................................................
Redemptions ........................................................
Exchanges ..........................................................
Other Important Information About Purchases, Redemptions,
and Exchanges ....................................................
Shareholder Information............................................
Financial Highlights .................................................

1
1
2
2
4
6
7
7
7
8
9
9
15
19
19
22
23
26
28
28
33
40

INVESTMENT OBJECTIVE
The USAA Growth and Tax Strategy Fund (the “Fund”) is an asset
allocation fund that seeks a conservative balance for the investor between
income, the majority of which is exempt from federal income tax, and the
potential for long-term growth of capital to preserve purchasing power.

FEES AND EXPENSES
The tables below describe the fees and expenses that you may pay, directly
and indirectly, to invest in the Fund. The annual fund operating expenses for
the Fund are based on expenses incurred during the Fund’s most recently
completed fiscal year.
Shareholder Fees
(fees paid directly from your investment)

None

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

Management Fee

0.30%(a)

Distribution and/or Service (12b-1) Fees

None

Other Expenses

0.31%

Total Annual Fund Operating Expenses

0.61%(b)(c)

(a)

Victory Capital Management Inc. (the “Adviser”) has agreed that no performance adjustment
(positive or negative) will be made to the amount payable to the Adviser from July 1, 2019,
through June 30, 2020. Thereafter, the management fee may fluctuate based on the Fund’s
performance relative to a securities market index. See Fund Management section for a
description of the performance adjustment.

(b)

The expense information in the table has been restated to reflect current fees.

(c)

The Adviser has contractually agreed to waive its management fee and/or reimburse expenses
so that the total annual operating expenses (excluding certain items such as interest, taxes,
and brokerage commissions) do not exceed 0.61% of the Fund through at least June 30,
2021. The Adviser is permitted to recoup advisory fees waived and expenses reimbursed for
up to three years after the fiscal year in which the waiver or reimbursement took place,
subject to the lesser of any operating expense limits in effect at the time of: (a) the original
waiver or expense reimbursement; or (b) the recoupment, after giving effect to the
recoupment amount. The amount of any waivers or reimbursements and the amount of any
recoupment is calculated without regard to the impact of any performance adjustment to the
Fund’s management fee. This agreement may only be terminated by the Fund’s Board of
Trustees.
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Example
1 Year

3 Years

5 Years

10 Years

$62

$195

$340

$762

This example is intended to help you compare the cost of investing in the
Fund with the cost of investing in other mutual funds. Although your actual
costs may be higher or lower, you would pay the following expenses on a
$10,000 investment, assuming (1) a 5% annual return, (2) the Fund’s
operating expenses remain the same, (3) you redeem all of your shares at the
end of the periods shown, and (4) the expense limitation agreement is not
continued beyond its expiration date.
Portfolio Turnover
The Fund pays transaction costs, including commissions, when it buys and
sells securities (or “turns over” its portfolio). A higher portfolio turnover rate
may indicate higher transaction costs and may result in higher taxes when
shares of the Fund are held in a taxable account. These costs, which are not
reflected in the Annual Fund Operating Expenses or in the Example, affect the
Fund’s performance.
For the most recent fiscal year, the Fund’s portfolio turnover rate was 7% of
the average value of its whole portfolio.

PRINCIPAL INVESTMENT STRATEGY
Using preset target ranges, the Fund’s strategy is to invest a majority of its
assets in tax-exempt bonds and money market instruments (50% - 70%) and
the remainder in blue chip stocks (30% - 50%). The Fund is managed with
the goal of minimizing the impact of federal income tax to shareholders.

PRINCIPAL RISKS
Any investment involves risk, and there is no assurance that the Fund’s
objective will be achieved. The Fund is actively managed and the investment
techniques and risk analyses used by the Fund’s manager(s) may not produce
the desired results. As you consider an investment in the Fund, you also
should take into account your tolerance for the daily fluctuations of the
financial markets and whether you can afford to leave your money in the
Fund for long periods of time to ride out down periods. As with other mutual
funds, losing money is a risk of investing in the Fund.
The fixed-income securities in the Fund’s portfolio are subject to credit risk,
which is the possibility that an issuer of a fixed-income security will fail to
make timely interest and/or principal payments on its securities or that
negative market perceptions of the issuer’s ability to make such payments will

2 | USAA Growth and Tax Strategy Fund

cause the price of that security to decline. The Fund accepts some credit risk
as a recognized means to enhance an investor’s return. All fixed-income
securities, varying from the highest quality to the very speculative, have some
degree of credit risk. Fixed-income securities rated below investment grade,
also known as “junk” or high-yield bonds, generally entail greater economic,
credit, and liquidity risk than investment-grade securities. Their prices may be
more volatile, especially during economic downturns, financial setbacks, or
liquidity events.
As a mutual fund that has the ability to invest in bonds, the Fund is subject to
the risk that the market value of the bonds in its portfolio will fluctuate
because of changes in interest rates, changes in the supply of and demand for
tax-exempt securities, and other market factors. Bond prices generally are
linked to the prevailing market interest rates. In general, when interest rates
rise, bond prices fall; conversely, when interest rates fall, bond prices rise.
The price volatility of a bond also depends on its duration. Generally, the
longer the duration of a bond, the greater is its sensitivity to interest rates. To
compensate investors for this higher interest rate risk, bonds with longer
durations generally offer higher yields than bonds with shorter durations.
During a period of declining interest rates, many municipal bonds may be
“called,” or redeemed, by the issuer before the stated maturity. An issuer
might call, or refinance, a higher-yielding bond for the same reason that a
homeowner would refinance a home mortgage. When bonds are called, the
Fund is affected in several ways. Most likely, the Fund will reinvest the
bond-call proceeds in bonds with lower interest rates. The Fund’s income may
drop as a result. The Fund also may realize a taxable capital gain (or loss).
In addition, market developments and other factors, including a general rise in
interest rates, have the potential to cause investors to move out of
fixed-income securities on a large scale, which may increase redemptions
from mutual funds that hold large amounts of fixed-income securities. Such a
move, coupled with a reduction in the ability or willingness of dealers and
other institutional investors to buy or hold fixed-income securities, may result
in decreased liquidity and increased volatility in the fixed-income markets.
Heavy redemptions of fixed-income mutual funds and decreased liquidity
from fixed-income securities could hurt the Fund’s performance.
In purchasing and selling securities in order to rebalance its portfolio, the
Fund will pay more in brokerage commissions than it would if it did not
reallocate assets among the asset classes from time to time. As a result of the
need to rebalance, the Fund also has less flexibility in the timing of purchases
and sales of securities than it would otherwise. While we will attempt to
minimize any adverse impact to the Fund or its shareholders, the Fund may
have a higher proportion of capital gains and a potentially lower return than a
fund that does not reallocate from time to time.
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The equity securities in the Fund’s portfolio are subject to stock market risk.
A company’s stock price in general may decline over short or even extended
periods, regardless of the success or failure of the company’s operations.
Stock markets tend to run in cycles, with periods when stock prices generally
go up and periods when stock prices generally go down. Equity securities
tend to be more volatile than debt securities.
The target ranges of securities categories and the techniques for minimizing
the impact of taxes are all based on current federal tax law. Any future
changes in that law could result in significant changes in the Fund’s
investment strategies and techniques.
Some tax-exempt securities are subject to special risks due to their unique
structure. For instance, variable-rate demand notes (“VRDNs”) generally are
long-term municipal bonds combined with a demand feature, which represents
the right to sell the instrument back to the remarketer or liquidity provider,
usually a bank, for repurchase on short notice, normally one day or seven
days. Because the demand feature is dependent upon the bank, the Fund will
only purchase VRDNs of this type where it believes that the banks would be
able to honor their guarantees on the demand feature. Some VRDNs,
sometimes referred to as “structured instruments” or “synthetic instruments,”
are created by combining an intermediate- or long-term municipal bond with a
right to sell the instrument back to the remarketer or liquidity provider for
repurchase on short notice, referred to as a “tender option.” However, the
tender option usually is subject to a conditional guarantee, which means that
the bank is not required to pay under the guarantee if there is a default by the
municipality or if certain other events occur. Because there is the risk that the
Fund will not be able to exercise the demand feature at all times, the Fund
will not purchase a synthetic instrument of this type unless the Fund believes
there is minimal risk that the Fund will not be able to exercise the tender
option at all times. The Fund will not purchase a synthetic instrument unless
counsel for the issuer has issued an opinion that interest paid on the
instrument is entitled to tax-exempt treatment.
An investment in the Fund is not a deposit in a bank and is not insured or
guaranteed by the Federal Deposit Insurance Corporation or any other
government agency.

PERFORMANCE
The following bar chart and table are intended to help you understand the
risks of investing in the Fund. The bar chart provides some indication of the
risks of investing in the Fund and illustrates the volatility by showing how
performance has varied from year to year for each full calendar year over the
past 10 years. The table shows how the average annual total returns of the
Fund for the periods indicated compared to those of the Fund’s benchmark
index, an additional broad-based securities market index with investment
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characteristics similar to the Fund, and an index of funds with similar
investment objectives. Performance reflects any expense limitations in effect
during the periods shown.
Remember, historical performance (before and after taxes) does not
necessarily indicate what will happen in the future. For the Fund’s most
current performance information, log on to usaa.com or call (800) 235-8396.
RISK/RETURN BAR CHART
Annual Returns for Periods Ended December 31
30%
25%

24.06%

20%
13.16%

15%

13.47%

12.03%
10.48%

10%

7.13% 7.38%
5.36%

5%

2.20%

0%
-1.95%

-5%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

During the periods shown in the chart:
Highest Quarter Return
Lowest Quarter Return
Year-to-Date Return

Returns
12.52%
-6.14%
11.41%

Quarter ended
September 30, 2009
December 31, 2018
June 30, 2019

After-tax returns are calculated using the historical highest individual federal
marginal income tax rates and do not reflect the impact of state and local
taxes. In certain situations, the return after taxes on distributions and sale of
fund shares may be higher than the other return amounts. A higher after-tax
return may result when a capital loss occurs upon redemption and translates
into an assumed tax deduction that benefits the shareholder. The actual
after-tax returns depend on your tax situation and may differ from those
shown. If you hold your shares through a tax-deferred arrangement, such as
an individual retirement account (“IRA”) or 401(k) plan, the after-tax returns
shown in the table are not relevant to you.
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AVERAGE ANNUAL TOTAL RETURNS
For Periods Ended December 31, 2018
Past
1 Year

Past
5 Years

Past
10 Years

Return Before Taxes

-1.95%

5.77%

9.12%

Return After Taxes on Distributions

-2.17%

5.57%

8.96%

Return After Taxes on Distributions and Sale of Fund
Shares

-0.13%

4.89%

7.89%

-4.38%

8.49%

13.11%

1.28%

3.82%

4.85%

Composite Index* (reflects no deduction for fees, expenses
or taxes)

-1.29%

6.32%

9.20%

Lipper Composite Index** (reflects no deduction for
taxes)

-1.95%

5.76%

8.81%

Indexes
S&P 500® Index (reflects no deduction for fees, expenses,
or taxes)
Bloomberg Barclays Municipal Bond Index (reflects no
deduction for fees, expenses or taxes)

* The Composite Index is comprised of 50% of the S&P 500 Index Fund and 50% of the
Bloomberg Barclays Municipal Bond Index Fund.
**The Lipper Composite Index is comprised of 51% of the Lipper General & Insured Municipal
Debt Funds Index and 49% of the Lipper Large-Cap Core Funds Index. The unmanaged Lipper
General & Municipal Debt Funds Index tracks the total return performance of the funds within
this same category. The unmanaged Lipper Large-Cap Core Funds Index tracks the total return
performance of the funds within this same category.

INVESTMENT ADVISER
Effective July 1, 2019, Victory Capital Management Inc. (the “Adviser”)
serves as the Fund’s investment adviser.
The portfolio managers primarily responsible for the day-to-day management
of all or a portion of the Fund are members of the Adviser’s USAA
Investments investment franchise and its Victory Solutions platform. Northern
Trust Investments, Inc. (“NTI”) serves as a subadviser to manage all or a
portion of the Fund.
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PORTFOLIO MANAGERS
John C. Bonnell,
CFA

Title

Tenure with
the Fund

Senior Portfolio Manager

Since 2010

Regina G. Conklin, Senior Portfolio Manager
CFA, CPA

Since July 2019

Andrew Hattman,
CFA, CAIA

Portfolio Manager

Since July 2019

Mannik S. Dhillon, President, VictoryShares and Solutions
CFA, CAIA

Since July 2019

Wasif A. Latif

Head of Investments, VictoryShares and
Solutions

Since July 2019

Jacob C. Weaver,
CFA

Senior Vice President, NTI

Since 2012

Mary Lukic

Senior Vice President, NTI

Since July 2019

PURCHASE AND SALE OF SHARES
You may purchase or sell shares of the Fund on any business day through the
usaa.com website or by telephone at (800) 235-8396. You also may purchase
or sell shares of the Fund through certain other financial intermediaries. If you
have opened an account directly with the Fund, you also may purchase and
sell shares of the Fund by mail at P.O. Box 659453, San Antonio, Texas
78265-9825.
䡲

Minimum initial purchase: $3,000

䡲

Minimum subsequent investment: $50

TAX INFORMATION
Dividends the Fund pays that are attributable to the federally tax-exempt
interest it earns in excess of certain disallowed deductions (“exempt-interest
dividends”) are excludable from its shareholders’ gross income for federal
income tax purposes, if the Fund satisfies a certain federal income tax
requirement (which it has satisfied for each previous taxable year and intends
to continue to satisfy for the current taxable year). The income exclusion for
federal income tax purposes does not necessarily mean that income is exempt
under the income or other tax laws of any state or local taxing authority. Part
or all of the Fund’s exempt-interest dividends also may be a tax preference
item for purposes of the federal alternative minimum tax.
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The Fund intends to make other distributions that may be taxed as ordinary
income or long-term capital gains.

PAYMENTS TO BROKER-DEALERS
AND OTHER FINANCIAL
INTERMEDIARIES
If you purchase shares of the Fund through a broker-dealer or other financial
intermediary (such as a bank), the Fund and its related companies may pay
the intermediary for the sale of such shares and certain servicing and
administrative functions. 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.
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Victory Capital Management Inc. (“Victory Capital,”
“Adviser,” or “Manager”) manages this Fund. For easier
reading, Victory Capital may be referred to as “we” or “us”
throughout the prospectus.

INVESTMENT OBJECTIVE
■

What is the Fund’s investment objective?

The Fund is an asset allocation fund that seeks a conservative balance for the
investor between income, the majority of which is exempt from federal
income tax, and the potential for long-term growth of capital to preserve
purchasing power. The Fund’s Board of Trustees (the “Board”) may change
this investment objective without shareholder approval.

MORE INFORMATION ON THE
FUND’S INVESTMENT STRATEGY
■

What is the Fund’s investment strategy?

The Fund provides a diversified investment program within one mutual fund
by allocating its assets in each of the following investment categories
according to the following targeted ranges. Securities are classified by
category at the time of purchase.

Investment Category

Percentage
Target Range
of Net Assets

Tax-Exempt* Bonds and Money Market Instruments

50% - 70%

Blue Chip Stocks

30% - 50%

* “Tax-Exempt” when used in this prospectus to describe an investment means that the interest on
that investment is excludable from gross income for federal income tax purposes.

The ranges allow for a variance within each investment category. The Board
may revise the target ranges without prior written notice to shareholders.
We may go outside the ranges on a temporary defensive basis whenever we
believe it is in the best interest of the Fund and its shareholders.
In addition to the principal investment strategy discussed above, the Fund may
seek to earn additional income through securities lending.
■

Why are stocks and bonds mixed in the same Fund?

From time to time, the stock and bond markets may fluctuate independently
of each other. In other words, a decline in the stock market may, in certain
instances, be offset by a rise in the bond market, or vice versa. As a result,
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the Fund, with its mix of stocks and bonds, is expected in the long run to
entail less market risk (and potentially less return) than a mutual fund
investing exclusively in stocks.
■

Why were these investment categories and target ranges
selected?

The investment categories and target ranges were selected to provide investors
with a diversified investment in a single mutual fund. Tax-exempt bonds
provide income that is excludable from gross income for federal income tax
purposes (i.e., that is exempt from federal income tax). Blue chip stocks
provide the potential for long-term capital growth. Tax-exempt money market
instruments provide a means for temporary investment of cash balances
arising in the normal course of business.
During normal market conditions, the Fund’s assets will be invested so that at
least 50% of the Fund’s annual income will be exempt from federal income
tax and excluded from the calculation of federal alternative minimum tax for
individual taxpayers. This policy may only be changed by a shareholder vote.
■ How will the impact of federal income tax be minimized on the
Fund’s shareholders?
The Fund’s managers intend to use various techniques to minimize the impact
of federal income tax on the Fund’s shareholders while maximizing capital
appreciation, including:
❖

Investing in bonds and similar instruments that provide income that is
exempt from federal income tax;

❖

Investing in a portfolio of stocks with a market-neutral dividend yield
(stocks that do not seek increased levels of dividend yield);

❖

Selecting stocks that the subadviser expects to hold for sufficient periods
to minimize the cost of trading and the realization of capital gains;

❖

When selling securities, considering the sale of those with the highest tax
basis to minimize the realization of capital gains; and

❖

Offsetting capital gains with capital losses, if available and appropriate.

Although the Fund seeks to minimize taxable income and the realization of
capital gains, it may nevertheless earn taxable income and realize capital gains
from time to time. Additionally, you may owe taxes on capital gains that you
realize, if any, when you redeem your Fund shares.
■

What actions are taken to keep the Fund’s asset allocations
within the target ranges?

If market action causes the actual assets of the Fund in one or more
investment categories to move outside the ranges, we will make adjustments
to rebalance the portfolio. In general, we will rebalance the portfolio at least
once during each quarter.
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Tax Exempt Bonds and Money Market Instruments
■

What are tax-exempt securities?

Tax-exempt securities include municipal debt obligations that have been
issued by states and their political subdivisions, and duly constituted state and
local authorities and corporations as well as securities issued by certain U.S.
territories or possessions, such as Puerto Rico, the Virgin Islands, and Guam.
They are issued to fund public infrastructure projects such as streets and
highways, schools, water and sewer systems, hospitals, and airports.
Tax-exempt securities also may be issued to refinance outstanding obligations
as well as to obtain funds for general operating expenses and for loans to
other public institutions and facilities.
■

What types of tax-exempt securities are included in the Fund’s
portfolio?

The Fund’s portfolio may include any of the following tax-exempt securities:
❖

general obligation bonds, which are secured by the issuer’s pledge of its
faith, credit, and taxing power for the payment of principal and interest.

❖

revenue bonds, which are payable from the revenue derived from a
particular facility or class of facilities or, in some cases, from proceeds of
a special excise tax or other specific revenue source, but not from the
general taxing power.

❖

municipal lease obligations, which are backed by the municipality’s
covenant to budget for the payments due under the lease obligation.

Municipal lease obligations may be determined to be liquid in accordance
with the guidelines established by the Board. In determining the liquidity of a
municipal lease obligation, we will consider among other things: (1) the
frequency of trades and quotes for the municipal lease obligation; (2) the
number of dealers willing to purchase or sell the municipal lease obligation
and the number of other potential purchasers; (3) dealer undertakings to make
a market in the municipal lease obligation; (4) the nature of the marketplace
trades, including the time needed to dispose of the municipal lease obligation,
the method of soliciting offers, and the mechanics of transfer; (5) whether the
municipal lease obligation is of a size that will be attractive to institutional
investors; (6) whether the municipal lease obligation contains a
non-appropriation clause and the likelihood that the obligor will fail to make
an appropriation therefor; and (7) such other factors as we may determine to
be relevant to such determination.
❖

industrial development revenue bonds, such as pollution control
revenue bonds, which are issued by or on behalf of public authorities to
obtain funds for privately operated facilities.

❖

inverse floating rate securities, whose coupons vary inversely with
changes in short-term tax-exempt interest rates and thus are considered
leveraged investments in an underlying municipal bond.
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❖

securities offered on a when-issued and delayed-delivery basis, which
means that delivery and payment take place after the date of the
commitment to purchase, normally within 45 days, and both price and
interest rate are fixed at the time of commitment. The Fund does not earn
interest on the securities until settlement, and the market value of the
securities may fluctuate between purchase and settlement. Such securities
can be sold before settlement date.

❖

synthetic instruments, which combine a municipality’s long-term
obligation to pay interest and principal with the obligation of a third-party
to repurchase the instrument on short notice. These securities are often
specifically structured so that they are eligible investments for a money
market fund. For example, in order to satisfy the maturity restrictions of a
money market fund, some money market securities have demand or put
features, which have the effect of shortening the maturity of the
securities.

❖

variable-rate demand notes (“VRDNs”), which provide the right to sell
the security at face value on either that day or within the rate-reset
period. The interest rate is adjusted at a stipulated daily, weekly, monthly,
quarterly, or other specified time interval to reflect current market
conditions. VRDNs normally will trade as if the maturity is the earlier put
date, even though stated maturity is longer.

■

What is the weighted average maturity of the securities in the
Tax-Exempt Bonds category and how is it calculated?

The Tax-Exempt Bonds category includes tax-exempt securities that will have
a remaining maturity at the time of purchase of more than one year. Although
the weighted average maturity of the securities in this category is not
restricted, we expect it to exceed 10 years. In determining a security’s
maturity for purposes of calculating the Fund’s weighted average maturity, we
may use estimates of the expected time for the security’s principal to be paid.
This can be substantially shorter than the security’s stated final maturity. For a
discussion on the method of calculating the weighted average maturity of the
Fund’s portfolio, see Investment Policies in the Statement of Additional
Information (“SAI”).
■ What types of tax-exempt money market instruments are
included in the Fund’s portfolio?
The tax-exempt money market instruments in the portfolio are shares of
money market funds that pay exempt-interest dividends and tax-exempt debt
securities that have remaining stated maturities at the time of purchase of one
year or less or are subject to puts or similar demand features resulting in an
effective maturity of one year or less.
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■

What are the credit ratings of the tax-exempt securities?

The Fund will invest primarily in investment-grade tax-exempt securities with
at least 50% of the combined total market value of the tax-exempt bonds and
tax-exempt money market instruments being rated within the three highest
long-term rating categories (A or higher) or in the highest short-term rating
category by at least one of the Nationally Recognized Statistical Rating
Organizations (“NRSROs”) approved by the Securities and Exchange
Commission (“SEC”).
Investment-grade securities include securities issued or guaranteed by the U.S.
government, its agencies and instrumentalities, as well as securities rated or
subject to a guarantee that is rated within the categories listed by at least one
NRSRO approved by the SEC.
Below are investment-grade ratings for two of the current NRSRO rating
agencies:
Rating Agency

Long-Term
Debt Securities

Short-Term
Debt Securities

Moody’s Investors Service,
Inc.

At least Baa3

At least Prime–3
or MIG 3

S&P Global Ratings

At least BBB –

At least A–3
or SP–2

If a security does not meet the requirements set forth above or is not rated,
we may make a determination that the security is of equivalent investment
quality to a comparable security.
The Fund also may invest up to 10% of its net assets that at the time of
purchase are below-investment-grade tax-exempt securities, which are
sometimes referred to as high-yield or “junk” bonds. Below-investment-grade
securities are considered speculative and are subject to significant credit risk
since they are believed to represent a greater risk of default than more
creditworthy investment-grade securities. These lower quality securities
generally have less interest rate risk and higher credit risk than higher quality
securities. At the same time, the volatility of below-investment-grade
securities historically has been notably less than that of the equity market as a
whole. The market on which below-investment-grade securities are traded also
may be less liquid than the market for investment-grade securities.
On occasion, we may pay a rating agency to rate a particular security when
we believe it will provide an anticipated benefit to the Fund. On securities
possessing a third-party guarantor, we reserve the right to place such security
in the rating category of the underlying issuer (or if unrated in the comparable
rating category as determined by us), if the third-party guarantor is no longer
relied upon for ratings eligibility.
You will find a further description of tax-exempt ratings in the Fund’s SAI.
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■

How are the decisions to buy and sell tax-exempt securities
made?

We will buy securities that offer an attractive balance of tax-exempt income
against credit risk and price volatility. We will sell a security if we become
concerned about its credit risk, are forced by market factors to raise money, or
an attractive replacement security is available.
Blue Chip Stocks
■

What types of stocks are included in the Fund’s portfolio?

We define a blue chip company as one that has a market capitalization of at
least $500 million and is included in the list of companies that make up the
Standard & Poor’s 500 Composite Index (“S&P 500 Index”) or the Dow
Jones Industrial Average, or that has a market capitalization of at least
$1 billion.
The Fund will invest in common stocks of companies included in the S&P
500 Index. Up to 5% of the Fund’s total assets may be invested in blue chip
stocks of foreign issuers or in American depositary receipts (“ADRs”), global
depositary receipts (“GDRs”), or similar forms of ownership interest in
securities of foreign issuers that are traded on U.S. securities exchanges or in
U.S. over-the-counter markets.
In addition, to provide liquidity to pay redemptions and fees, the Fund may
invest its assets in short-term debt securities, money market instruments, stock
index futures, and options. The Fund generally will not use these derivative
instruments for speculative purposes or as leveraged investments that magnify
the gains or losses of an investment. These instruments tend to reduce
transaction costs or add value when they are favorably priced.
■

How are the decisions to buy and sell stocks made?

The investment objective of this portion of the Fund is to generate pretax
returns similar to the S&P 500 Index and after-tax outperformance through
active tax management. Securities are purchased and sold by NTI using stock
selection aiming to provide aggregate investment characteristics similar to
those of the S&P 500 Index without sacrificing performance. Generally, the
Fund will not be invested in all the stocks in the S&P 500 Index. Active tax
management is used to limit the sale of securities that have increased in value
and to realize capital losses on securities that have decreased in value, in
order to offset any capital gains that are realized.
In making investment decisions for the Fund, Victory Solutions will invest the
Fund’s assets allocated to it in a portfolio of securities that is customized to
the Fund. Taking into consideration the holdings selected by the Fund’s other
investment managers, Victory Solutions will customize its portion of the
Fund’s assets to achieve one or more investment outcomes for the Fund as a
whole, such as to seek potential alpha enhancement, adherence to the Fund’s
investment objective, and/or risk mitigation.
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TEMPORARY DEFENSIVE STRATEGY
The Fund may, from time to time, take temporary defensive positions that are
inconsistent with the Fund’s principal investment strategies in attempting to
respond to adverse market, economic, political, or other conditions. The effect
of taking such a temporary defensive position is that the Fund may not
achieve its investment objective.

RISKS
Call Risk: Many municipal bonds may be “called,” or redeemed, by the
issuer before the stated maturity. During a period of declining interest rates,
an issuer might call, or refinance, a higher-yielding bond for the same reason
that a homeowner would refinance a home mortgage.
䡲

Intermediate- and long-term municipal bonds have the greatest call risk
because most municipal bonds may not be called until after 10 years
from the date of issue. The period of “call protection” may be longer or
shorter than 10 years; but regardless, bonds purchased closest to the
date of issue will have the most call protection. Typically, bonds with
original maturities of 10 years or less are not callable.

䡲

Although bond prices rise when interest rates drop, falling interest rates
create the environment necessary to “call” the higher-yielding bonds
from the Fund. When bonds are called, the Fund is affected in several
ways. Most likely, we must reinvest the bond-call proceeds at lower
interest rates. The Fund’s income may drop as a result. The Fund also
may realize a taxable capital gain (or loss).

Changes in Tax Law Risk: The target ranges of securities categories and the
techniques for minimizing the impact of taxes generally are based on the
current federal tax law. Any changes in that law could result in significant
changes in the Fund’s investment strategies and techniques.
Credit Risk: Credit risk is the possibility that an issuer of a fixed-income
security will fail to make timely interest and principal payments on its
securities or that negative market perceptions of the issuer’s ability to make
such payments will cause the price of that security to decline. All
fixed-income securities varying from the highest quality to the very
speculative have some degree of credit risk. The Fund accepts some credit
risk as a recognized means to enhance investors’ return. To the extent the
Fund invests in government securities, credit risk will be limited.
When evaluating potential investments for the Fund, our analysts
independently assess credit risk and its potential impact on the Fund’s
portfolio. In addition, credit rating agencies may provide estimates of the
credit quality of the securities. The ratings may not take into account every
risk that interest or principal will be repaid on a timely basis. Lower credit
ratings typically correspond to higher perceived credit risk and higher credit
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ratings typically correspond to lower perceived credit risk. Credit ratings do
not provide assurance against default or other loss of money. We attempt to
minimize the Fund’s overall credit risk by primarily investing in fixed-income
securities considered at least investment grade at the time of purchase. We
also attempt to minimize the Fund’s overall credit risk by diversifying the
Fund’s investments across many securities with slightly different risk
characteristics and across different economic sectors and geographic regions.
If a random credit event should occur, such as a default, the Fund generally
would suffer a smaller loss than if the Fund were concentrated in relatively
large holdings with highly correlated risks.
Derivatives Risk: The Fund may invest in futures, options, swaps, and other
types of derivatives. Risks associated with derivatives include the risk that the
derivative is not well-correlated with the security, index, exchange-traded
funds (”ETFs“), or currency to which it relates; the risk that derivatives used
for risk management may not have the intended effects and may result in
losses, underperformance, or missed opportunities; the risk that the Fund will
be unable to sell the derivative because of an illiquid secondary market; the
risk that a counterparty is unwilling or unable to meet its obligation; the risk
of interest rate movements; and the risk that the derivatives transaction could
expose the Fund to the effects of leverage, which could increase the Fund’s
market exposure, magnify investment risks and losses, and cause losses to be
realized more quickly. In addition, proposed and current regulation may limit
the Fund’s ability to invest in derivatives. There is no guarantee that
derivative techniques will be employed or that they will work as intended, and
their use could lower returns or even result in losses to the Fund.
Interest Rate Risk: The Fund is subject to the risk that the market value of
the bonds in its portfolio will fluctuate because of changes in interest rates,
changes in supply of and demand for investment securities, or other market
factors. Bond prices generally are linked to the prevailing market interest
rates. In general, when interest rates rise, bond prices fall; and conversely,
when interest rates fall, bond prices rise. The price volatility of a bond also
depends on its duration. Duration is a measure that relates the expected price
volatility of a bond to changes in interest rates. The duration of a bond may
be shorter than or equal to the full maturity of a bond. Generally, the longer
the duration of a bond, the greater is its sensitivity to interest rates. Bonds
with longer durations have more risk and will decrease in price as interest
rates rise. For example, a bond with a duration of three years will decrease in
value by approximately 3% if interest rates increase by 1%. To compensate
investors for this higher interest rate risk, bonds with longer durations
generally offer higher yields than bonds with shorter durations.
䡲

If interest rates increase, the yield of the Fund may increase and the
market value of the Fund’s securities may decline, adversely affecting
the Fund’s NAV and total return.
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䡲

If interest rates decrease, the yield of the Fund may decrease and the
market value of the Fund’s securities may increase, which may increase
the Fund’s NAV and total return.

Changes in government monetary policy, including changes in a central bank’s
(e.g., the U.S. Federal Reserve) implementation of specific policy goals, may
have a substantial impact on interest rates, which in turn can significantly
impact the value of a Fund’s investments. There can be no assurance that a
central bank’s policy will be continued, discontinued or changed, or that any
such policy will have the desired effect. A central bank’s policy changes and
related market speculation as to the timing of potential interest rate changes
may expose fixed-income markets to heightened volatility and may reduce
liquidity for certain Fund investments, causing the value of a Fund’s
investments and share price to decline. For example, market developments and
other factors, including a general rise in interest rates, have the potential to
cause investors to move out of fixed-income securities on a large scale, which
may increase redemptions from funds that hold large amounts of fixed-income
securities. Such a move, coupled with a reduction in the ability or willingness
of dealers and other institutional investors to buy or hold fixed-income
securities, may result in decreased liquidity and increased volatility in the
fixed-income markets. Heavy redemptions of fixed-income mutual funds and
decreased liquidity of fixed-income securities could hurt a Fund’s
performance.
The Fed’s policy changes and related market speculation as to the timing of
potential interest rate increases may expose fixed-income markets to
heightened volatility and may reduce liquidity for certain Fund investments,
causing the value of the Fund’s investments and share price to decline. For
example, market developments and other factors, including a general rise in
interest rates, have the potential to cause investors to move out of
fixed-income securities on a large scale, which may increase redemptions
from funds that hold large amounts of fixed-income securities. Such a move,
coupled with a reduction in the ability or willingness of dealers and other
institutional investors to buy or hold fixed-income securities, may result in
decreased liquidity and increased volatility in the fixed-income markets.
Heavy redemptions of fixed-income mutual funds and decreased liquidity of
fixed-income securities could hurt the Fund’s performance.
Liquidity Risk: Liquidity in the tax-exempt bond market may be reduced for
a number of reasons including as a result of overall economic conditions and
credit tightening. During times of reduced market liquidity, there may be little
trading in the secondary market for particular bonds and other debt securities,
which may make them more difficult to value or sell at the time desired.
Management Risk: The Fund is subject to management risk, which is the
possibility that the investment techniques and risk analyses used in managing
the Fund’s portfolio will not produce the desired results. In addition, we
operate under a “manager-of-managers” structure, which gives us the right,
with the prior approval of the Board and without shareholder approval, to
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change subadviser(s). If we add or replace a subadviser to the Fund, the Fund
could experience higher portfolio turnover and higher transaction costs than
normal if the new subadviser realigns the portfolio to reflect its investment
techniques and philosophy. A realignment of the Fund’s portfolio could result
in higher capital gains and distributions, which could affect the tax efficiency
of the Fund negatively.
Rebalancing Risk: In purchasing and selling securities to rebalance its
portfolio, the Fund will pay more in brokerage commissions than it would
without a rebalancing policy. As a result of the need to rebalance, the Fund
also has less flexibility in the timing of purchases and sales of securities than
it would otherwise, and the rebalancing may result in high portfolio turnover.
While we will attempt to minimize any adverse impact to the Fund or its
shareholders, the Fund may have a higher proportion of capital gains and a
lower return than a fund that does not have a rebalancing policy.
Securities Lending Risk: The Fund may lend portfolio securities to
broker-dealers or other institutions on a fully collateralized basis. There is a
risk of delay in recovering a loaned security and/or risk of loss in collateral if
the borrower becomes insolvent. There also is risk of loss if the borrower
defaults and fails to return the loaned securities. The Fund could incur losses
on the reinvestment of cash collateral from the loan, if the value of the
short-term investments acquired with the cash collateral is less than the
amount of cash collateral required to be returned to the borrower.
Stock Market Risk: Because the Fund invests in stocks and other assets
whose value is tied to stocks, it is subject to stock market risk. A company’s
stock price in general may decline over short or even extended periods of
time, regardless of the success or failure of a company’s operations. Stock
markets tend to run in cycles, with periods when stock prices generally go up,
and periods when stock prices generally go down. However, stock markets
also can move up and down rapidly or unpredictably, based on overall
economic conditions and other factors. Changes in the financial condition of a
single issuer can impact a market as a whole.
Market turmoil may be reflected in perceptions of economic uncertainty, price
volatility in the equity and debt markets, and fluctuating trading liquidity. In
response, governments may adopt a variety of fiscal and monetary policy
changes, including but not limited to, direct capital infusions into companies,
new monetary programs, and lower interest rates. An unexpected or quick
reversal of these policies could increase volatility in the equity and debt
markets. Market conditions and economic risks could have a significant effect
on domestic and international economies, and could add significantly to the
risks of increased volatility for the Fund. Equity securities tend to be more
volatile than debt securities.
䡲

Computer Systems Risk. In addition, markets and market participants
are increasingly reliant upon both publicly available and proprietary
information data systems. Data imprecision, software or other
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technology malfunctions, programming inaccuracies, unauthorized use
or access, and similar circumstances may impair the performance of
these systems and may have an adverse impact upon a single issuer, a
group of issuers, or the market at large. In certain cases, an exchange
or market may close or issue trading halts on either specific securities
or even the entire market, which may result in the Fund being, among
other things, unable to buy or sell certain securities or financial
instruments or accurately price its investments.
ADDITIONAL INFORMATION
This prospectus does not tell you about every policy or risk of investing in the
Fund. For additional information about the Fund’s investment policies and the
types of securities in which the Fund’s assets may be invested, you may
request a copy of the Fund’s SAI (the back cover of this prospectus tells you
how to do this).

PORTFOLIO HOLDINGS
A description of the Fund’s policies and procedures with respect to the
disclosure of the Fund’s portfolio securities is available in the Fund’s SAI,
which is available upon request.

FUND MANAGEMENT
Effective July 1, 2019, Victory Capital Management Inc. (the “Adviser”)
serves as the investment adviser to the Fund pursuant to an investment
advisory agreement. The Fund is one of 47 no-load mutual funds offered by
USAA Mutual Funds Trust (the “Trust”). Prior to July 1, 2019, the Fund was
managed by USAA Asset Management Company (“AMCO”), which the
Adviser acquired as of that date. The Adviser oversees the operations of the
Fund according to investment policies and procedures adopted by the Board.
The Adviser is a New York corporation that is registered as an investment
adviser with the SEC. As of August 31, 2019, the Adviser managed and
advised assets totaling in excess of $145 billion for individual and institutional
clients. The Adviser’s principal address is 4900 Tiedeman Road, 4th Floor,
Brooklyn, Ohio 44144.
The Fund’s Board has the overall responsibility for overseeing the
management of the Fund. A discussion regarding the basis of the Board’s
approval of the Fund’s Advisory and Subadvisory Agreements is available in
the Fund’s annual report to shareholders for the period ended May 31.
The Adviser is a multi-boutique asset manager comprised of multiple
investment teams, referred to as investment franchises, each of which utilizes
an independent approach to investment. USAA Investments, A Victory Capital
Investment Franchise, and its Victory Solutions platform are responsible for
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the day-to day investment management of the Fund. As stated further below,
the Adviser has also retained a sub-adviser to manage all or a portion of the
Fund.
The Fund’s investment management fee is comprised of a base investment
management fee and a performance adjustment. The base investment
management fee, which is accrued daily and paid monthly, is equal to an
annualized rate of 0.30% of the Fund’s average daily net assets.
The performance adjustment is calculated on a monthly basis and will be
added to or subtracted from the base investment management fee depending
upon the performance of the Fund relative to the performance of a Composite
Index over the performance period. The Composite Index is comprised of
51% of the Lipper General Municipal Bond Funds Index and 49% of the
Lipper Large-Cap Core Funds Index. The Lipper General Municipal Bond
Funds Index measures the total return performance of the largest funds
tracked by Lipper that invest at least 65% of their assets in municipal debt
issues in the top four credit categories. The Lipper Large-Cap Core Funds
Index measures the total return performance of the funds tracked by Lipper
that, by portfolio practice, invest at least 75% of their equity assets in
companies with market capitalizations (on a three-year weighted basis) of
greater than 300% of the dollar-weighted median market capitalization of the
middle 1,000 securities of the S&P 500 Index. Large-cap core funds have
more latitude in the companies in which they invest. These funds will
normally have an above-average price-to-earnings ratio, price-to-book ratio,
and three-year sales growth figure, compared to the S&P 500 Index. The
performance period for the Fund consists of the current month plus the
previous 35 months (or the number of months beginning July 1, 2019, if
fewer). The adjustment rate is determined as referenced in the following chart:
Over/Under Performance
Relative to Index
(in basis points)1

Annual Adjustment Rate
(in basis points as a percentage
of the Fund’s average daily net assets)1

+/– 20 to 50
+/– 51 to 100
+/– 101 and greater

+/– 4
+/– 5
+/– 6

1
Based on the difference between average annual performance of the Fund and its relevant
Lipper index, rounded to the nearest basis point. Average daily net assets are calculated over a
rolling 36-month period.

To determine the amount of the performance adjustment, the annual
performance adjustment rate is multiplied by the average daily net assets of
the Fund over the entire performance period, which then is multiplied by a
fraction, the numerator of which is the number of days in the month and the
denominator of which is 365 (366 in leap years). The resulting amount then is
added to (in the case of overperformance) or subtracted from (in the case of
underperformance) the base investment management fee.
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Under the performance fee arrangement, the Fund will pay a positive
performance fee adjustment for a performance period whenever the Fund
outperforms the composite index over that period, even if the Fund had
overall negative returns during the performance period.
For the fiscal year ended May 31, 2019, AMCO was paid the base investment
management fee and the performance adjustment increased the base
investment management fee of 0.30% by 0.01%.
Under the investment advisory agreement with the Adviser that took effect on
July 1, 2019, no performance adjustments will be made for the period
beginning July 1, 2019, through June 30, 2020. Only performance beginning
as of July 1, 2019, and thereafter will be utilized in calculating future
performance adjustments.
See “Fees and Expenses” in this Prospectus for information about any
contractual agreement agreed to by the Adviser to waive fees and/or reimburse
expenses with respect to the Fund. From time to time, the Adviser also may
voluntarily waive fees and/or reimburse expenses in amounts exceeding those
required to be waived or reimbursed under any contractual agreement that
may be in place with respect to the Fund.
In addition to providing investment management services, the Adviser also
provides administration and servicing to the Fund. Victory Capital Advisers,
Inc. acts as the Fund’s distributor, and Victory Capital Transfer Agency, Inc.,
(formerly, USAA Shareholder Account Services) provides transfer agency
services to the Fund. The Fund or the Fund’s distributor or transfer agent may
enter into agreements with third parties (Servicing Agents) to pay such
Servicing Agents for certain administrative and servicing functions.
INVESTMENT SUBADVISER(S)
The Fund uses a “manager-of-managers” structure. We are authorized to select
(with approval of the Board and without shareholder approval) one or more
subadvisers to manage the day-to-day investment of the Fund’s assets. We
monitor each subadviser’s performance through quantitative and qualitative
analysis and periodically report to the Board as to whether a subadviser’s
agreement should be renewed, terminated, or modified. We also are
responsible for determining how the Fund’s assets should be allocated to the
subadviser(s). The allocation for a subadviser can range from 0% to 100% of
the Fund’s assets, and we can change the allocations without shareholder
approval.
The Adviser has entered into an Investment Subadvisory Agreement with NTI,
located at 50 S. LaSalle Street, Chicago, Illinois 60603. NTI, a subsidiary of
Northern Trust Corporation, is an Illinois State Banking Corporation and an
investment adviser registered under the Investment Advisers Act of 1940, as
amended. It primarily manages assets for institutional and individual

Prospectus | 21

separately managed accounts, investment companies and bank common and
collective funds. NTI is compensated directly by the Adviser and not by the
Fund.
Northern Trust Corporation is regulated by the Board of Governors of the
Federal Reserve System as a financial holding company under the U.S. Bank
Holding Company Act of 1956, as amended. As of June 30, 2019, Northern
Trust Corporation, through its subsidiaries, had assets under custody of
$8,518.8 trillion and assets under investment management of $1,180.2 trillion.

PORTFOLIO MANAGERS
USAA Investments
John C. Bonnell, CFA, Victory Capital Senior Portfolio Manager-USAA
Investments, A Victory Capital Investment Franchise, has managed the Fund
since 2010. Mr. Bonnell has 30 years of investment management experience,
25 of which have been with AMCO, which was acquired by the Adviser’s
parent company in 2019. He holds the Chartered Financial Analyst (CFA)
designation and is a member of the CFA Institute, the CFA Society of San
Antonio, and the National Federation of Municipal Analysts.
Regina G. Conklin, CFA, CPA, Victory Capital Senior Portfolio
Manager-USAA Investments, A Victory Capital Investment Franchise, has
co-managed the Fund since July 2019. Ms. Conklin has 24 years of
investment management experience, and has worked 28 years with AMCO,
which was acquired by the Adviser’s parent company in 2019. Ms. Conklin is
a member of the CFA Institute, the CFA Society of San Antonio, and the
National Federation of Municipal Analysts.
Andrew Hattman, CFA, CAIA, Victory Capital Portfolio Manager–USAA
Investments, A Victory Capital Investment Franchise, has co-managed the
Fund since July 2019. Mr. Hattman has eight years of investment management
experience, all of which have been with AMCO, which was acquired by the
Adviser’s parent company in 2019. Education: B.S., United States Military
Academy; M.B.A., Harvard University. Mr. Hattman holds CFA and Chartered
Alternative Investment Analyst (CAIA) designations.
Victory Solutions
Mannik S. Dhillon, CFA, CAIA, President, VictoryShares and Solutions for
Victory Capital, has co-managed a portion of the Fund since July 2019. Mr.
Dhillon served as Victory Capital’s Head of Investment Solutions, Product,
and Strategy from 2015-2017. He served as a managing director and head of
manager research with Wilshire Associates, where he evaluated asset managers
and led strategic consulting engagements from 2010-2015. He holds CFA and
CAIA designations.
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Wasif A. Latif, Head of Investments, VictoryShares and Solutions, has
co-managed the Fund since July 2019. Mr. Latif has 20 years of investment
management experience, 10 years of which have been with AMCO, which
was acquired by the Adviser’s parent company in 2019.
NTI
Jacob C. Weaver, CFA, Senior Vice President of NTI, has managed tax
advantaged equity, quality dividend focus, and quantitative active strategies, as
well as international indexes since joining NTI in 2002. He has managed the
Blue Chip Stocks investment category of the Fund since 2012.
Mary Lukic, is a Senior Vice President of NTI where she is responsible for
the management of various equity and equity index portfolios. Ms. Lukic
joined NTI in 2006 and is a member of the quantitative management group
for quantitative equity strategies. She has managed the Blue Chip Stocks
investment category of the Fund since June 2019.
The SAI provides additional information about the portfolio managers’
compensation, other accounts managed, and ownership of Fund securities.
CHANGE OF SUBADVISERS
We have received an exemptive order from the SEC that permits us, subject to
certain conditions, including prior approval of the Board, to appoint and
replace subadvisers, enter into subadvisory agreements, and amend
subadvisory agreements on behalf of the Fund without shareholder approval.
As a result, we can change the fee rate payable to a subadviser or appoint a
new subadviser at a fee rate different than that paid to the current subadviser,
which in turn may result in a different fee retained by Victory Capital. We
will notify shareholders within 90 days after hiring any new subadviser for the
Fund.

PURCHASES
OPENING AN ACCOUNT WITH THE FUND
You may purchase shares in an investment account or through certain
financial intermediaries as described below. You may call toll free at (800)
235-8396, Monday through Friday, 7:30 a.m. to 8 p.m., and Saturday, 8 a.m.
to 5 p.m., Central time, to inquire about opening an account with us. If you
already have an account with us, you will not need to fill out another
application to invest in another fund of the USAA Funds unless the
registration is different or we need further information to verify your identity.
As required by federal law, we must obtain certain information from you prior
to opening an account with us. If we are unable to verify your identity, we
may refuse to open your account, or we may open your account and take
certain actions without prior notice to you, including restricting account
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transactions pending verification of your identity. If we subsequently are
unable to verify your identity, we may close your account and return to you
the value of your shares at the next calculated NAV. We prohibit opening
accounts for certain investors, including but not limited to, foreign financial
institutions, shell banks, correspondent accounts for foreign shell banks, and
correspondent accounts for foreign financial institutions. A “foreign shell
bank” is a foreign bank without a physical presence in any country. A
“correspondent account” is an account established for a foreign bank to
receive deposits from, or to make payments or other disbursements on behalf
of, the foreign bank, or to handle other financial transactions related to such
foreign bank.
TAXPAYER IDENTIFICATION NUMBER
Each shareholder named on an account with us must provide a Social Security
number or other taxpayer identification number to avoid “backup” tax
withholding required by the Internal Revenue Code of 1986, as amended (the
”Code“). See the section titled Taxes for additional tax information.
PURCHASING SHARES
Shares of the Fund are only available for sale in the United States and certain
other areas subject to U.S. jurisdiction and may not be offered for sale in
non-U.S. jurisdictions. Investors residing outside of the United States (except
those with Air/Army Post Office (“APO”), Fleet Post Office (“FPO”), or
Diplomatic Post Office (“DPO”) addresses) generally may not purchase shares
of the Fund, even if they are U.S. citizens or lawful permanent residents.
Shares of the Fund are available through an investment account and through
certain financial intermediaries, as described below. You may purchase shares
of the Fund through your investment account on the Internet or by telephone;
and if you have an account directly with the Fund, you also may purchase
shares by mail. Shares purchased through your investment account will be
subject to applicable policies and procedures.
If shares of the Fund are purchased through a retirement account or an
investment professional (i.e., a financial intermediary), the policies and
procedures relating to these purchases may differ from those discussed in this
prospectus and may vary. Additional fees also may apply to your investment
in the Fund, including a transaction fee, if you buy or sell shares of the Fund
through a broker or other investment professional. For more information on
these fees, check with your investment professional.
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ADDITIONAL INFORMATION REGARDING FINANCIAL
INTERMEDIARIES
Your ability to purchase, exchange, redeem, and transfer shares will be
affected by the policies of the financial intermediary through which you do
business. Some policy differences may include: minimum investment
requirements, exchange policies, fund choices, cutoff time for investments,
and trading restrictions.
In addition, your financial intermediary may charge a transaction or other fee
for the purchase or sale of shares of the Fund. Those charges are retained by
the financial intermediary and are not shared with us. Please contact your
financial intermediary or plan sponsor for a complete description of its
policies.
Copies of the Fund’s annual report, semiannual report, and SAI are available
from your financial intermediary or plan sponsor.
MINIMUM INITIAL PURCHASE
$3,000. However, financial intermediaries may set different investment
minimums, and the Fund reserves the right to waive or lower purchase
minimums in certain circumstances.
ADDITIONAL PURCHASES
$50 minimum per transaction, per account.

NOTE: SHARES OF THE FUND ARE NOT AVAILABLE FOR AN
INDIVIDUAL RETIREMENT ACCOUNT OR 401(k) PLAN OR OTHER
TAX-EXEMPT INVESTOR BECAUSE THE MAJORITY OF ITS
DIVIDENDS ARE TAX-EXEMPT.

EFFECTIVE DATE OF PURCHASE
When you make a purchase, your purchase price will be the NAV per share
next calculated after we or the financial intermediary receive your request in
“proper form” as provided in the section titled Important Transaction
Information. The Fund’s NAV per share is calculated as of the close of the
regular trading session (generally 4 p.m. Eastern time) of the New York Stock
Exchange (“NYSE”) each day it is open for trading. If we or the financial
intermediary receive your purchase request in proper form prior to that time,
your purchase price will be the NAV per share calculated for that day. If we
or the financial intermediary receive your purchase request in proper form
after that time, the purchase price will be the NAV per share calculated as of
the close of the next regular trading session of the NYSE.
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The Fund or the Fund’s distributor or transfer agent may enter into
agreements with Servicing Agents (such as financial intermediaries or plan
sponsors), which hold shares of the Fund in omnibus accounts for their
customers, under which the Servicing Agents are authorized to receive orders
for shares of the Fund on the Fund’s behalf. Under these arrangements, the
Fund will be deemed to have received an order when an authorized Servicing
Agent receives the order. Accordingly, customer orders will be priced at the
Fund’s NAV per share next calculated after they are received by an authorized
Servicing Agent even though the orders may be transmitted to the Fund by the
Servicing Agent after the time the Fund calculates its NAV.
PAYMENT
If you hold an account directly with the Fund and you plan to purchase shares
from us with a check, the instrument must be written in U.S. dollars and
drawn on a U.S. bank. In addition, initial purchases into an account by
electronic funds transfer or check may be held for up to 30 days before any
redemptions may be processed. We do not accept the following foreign
instruments: checks, money orders, traveler’s checks, or other similar
instruments. In addition, we do not accept cash or coins. If you plan to
purchase shares through a financial intermediary, please check with that
financial intermediary regarding acceptable forms of payment.

REDEMPTIONS
For federal income tax purposes, a redemption of shares of the Fund is a
taxable event, upon which you may recognize a capital gain or loss (unless
you hold the shares of the Fund in a tax-deferred account or are a tax-exempt
investor). A capital gain or loss is based on the difference between your basis
in the redeemed shares and the proceeds you receive upon their redemption.
See the section titled Taxes for information regarding basis election and
reporting.
The Fund may elect to suspend the redemption of shares or postpone the date
of payment in limited circumstances (e.g., if the NYSE is closed or when
permitted by order of the SEC).
Under normal market conditions, the Fund typically expects to meet
redemption requests by paying out proceeds from cash or cash equivalent
portfolio holdings, or by selling portfolio holdings. Under deteriorating market
conditions or market stress, the Fund also may borrow from a line of credit to
which the Fund and certain other affiliated Funds are parties. The Fund and
the other affilitated Funds are limited as to the amount that each may
individually and collectively borrow under the line of credit. As a result,
borrowings available to the Fund may be insufficient to satisfy Fund
redemption requests. In addition, the Fund reserves the right to honor
redemption orders wholly or partly with in-kind distributions of Fund portfolio
securities instead of cash.
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REDEEMING SHARES
You may redeem Fund Shares through your investment account on the
Internet or by telephone on any day the NAV per share is calculated. If you
have a direct account with the Fund, you also may redeem shares by mail.
Shareholders will receive a redemption price of the NAV per share next
calculated after we receive your request in “proper form” as provided in the
section titled Important Transaction Information. If we receive your
redemption request in proper form prior to the close of the NYSE’s regular
trading session (generally 4 p.m. Eastern time), your redemption price will be
the NAV per share calculated for that day. If we receive the redemption
request after that time, the redemption price will be the NAV per share
calculated as of the close of the next regular trading session of the NYSE.
Shares redeemed through your investment account will be subject to
applicable policies and procedures.
The Fund has undertaken certain authentication procedures regarding
telephone transactions and will employ reasonable procedures to confirm that
instructions communicated by telephone are genuine. Before any discussion
regarding your account, we will obtain certain information from you to verify
your identity. Additionally, your telephone calls may be recorded or
monitored, and confirmations of account transactions are sent to the address
of record or by electronic delivery to your designated e-mail address.
If you hold Fund Shares through an investment account or an account directly
with the Fund, the Fund typically expects to pay out redemption proceeds on
the next business day after your order is received in proper form; however, it
may take up to seven days to send your proceeds. Payment for redemption of
shares purchased by electronic funds transfer (“EFT”) or check will be sent
after the EFT or check has cleared, which could take up to 30 days from the
initial purchase date into a Fund and, for any subsequent purchases into a
Fund, seven days from the purchase date.
If you hold Fund Shares in your account with a financial intermediary, please
contact your financial intermediary regarding redemption policies. Generally,
any redemption request you place with your financial intermediary in proper
form prior to the close of the NYSE (generally 4 p.m. Eastern time) will
receive the NAV per share calculated for that day, subject to the financial
intermediary’s applicable policies and procedures. Normally, the Fund
transmits proceeds to intermediaries for redemption orders that are received in
proper form on the next business day after receipt. Under certain
circumstances and when deemed to be in the Fund’s best interests, proceeds
may not be sent to intermediaries for up to seven days after receipt of the
redemption order.
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EXCHANGES
For federal income tax purposes, an exchange between funds is a taxable
event, upon which you may recognize a capital gain or loss (unless you hold
the shares of the Fund in a tax-deferred account or are a tax-exempt investor).
Such a gain or loss is based on the difference, if any, between your basis in
the exchanged shares and the aggregate NAV of the shares you receive in the
exchange. See the section titled Taxes for information regarding basis election
and reporting.
EXCHANGE PRIVILEGE
You may exchange shares between funds in the USAA family of funds,
provided the shares to be acquired are offered in your state of residence. The
Fund, however, reserves the right to terminate or change the terms of an
exchange offer.
If you have opened an account directly with the Fund, you may make
exchanges on usaa.com. If you have an investment account, you may make
exchanges on usaa.com or on mobile.usaa.com. After we receive the
exchange orders, the Fund’s transfer agent will simultaneously process
exchange redemptions and purchases at the share prices next calculated
pursuant to the procedures set forth herein. See the section titled Effective
Date of Purchase for additional information. The investment minimums
applicable to share purchases also apply to exchanges.
If you hold shares of the Fund in an account with a financial intermediary or
plan sponsor, the policies and procedures on an exchange may differ from
those discussed in this prospectus. Additional fees also may apply to your
investment in the Fund, including a transaction fee, if you buy, sell, or
exchange shares of the Fund through a broker or other investment
professional. For more information on these fees, check with your investment
professional.

OTHER IMPORTANT INFORMATION
ABOUT PURCHASES,
REDEMPTIONS, AND EXCHANGES
Contacting the USAA Funds
The following features may be available to you to purchase, redeem, and
exchange shares of the Fund you hold in an investment account or in an
account opened directly with the Fund.
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Internet Access
䡲

Review account information and make most account transactions. This
includes making purchases, exchanges, and redemptions; reviewing
account activity; checking balances; and more.

Mobile Access
䡲

Review account information and make most account transactions.

Telephone System (800) 235-8396
䡲 Access account information and make most account transactions.
Telephone
䡲 Call toll free (800) 235-8396 Monday – Friday, 7:30 a.m. to 8 p.m.
and Saturday, 8 a.m. to 5 p.m., Central time, to speak with a member
service representative.
Mail
䡲

If you hold an account directly with the Fund and would like to make a
purchase or request a redemption by mail, send your written
instructions to:
Regular Mail:
P.O. Box 659453
San Antonio, TX 78265-9825
Registered or Express Mail:
9800 Fredericksburg Road
San Antonio, TX 78240

Bank Wire
䡲

To add to your account or request a redemption by bank wire, visit the
usaa.com website or call (800) 235-8396 for instructions. This helps to
ensure that your account will be credited or debited promptly and
correctly.

Electronic Funds Transfer
䡲

Additional purchases on a regular basis may be deducted electronically
from a bank account. Sign up for these services when opening an
account, log on to usaa.com or call (800) 235-8396 for assistance.
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IMPORTANT TRANSACTION INFORMATION
Purchase, redemption, and exchange requests are not processed until received
in proper form. “Proper form” means actual receipt of the order along with all
information and supporting documentation necessary to effect the transaction.
Complete information may include any verification or confirmation of identity
that the Fund’s transfer agent or other authorized Fund agent may request. For
purchase requests, “proper form” also generally includes receipt of sufficient
funds to effect the purchase. The Fund, its transfer agent, or any authorized
Fund agent may, in its sole discretion, determine whether any particular
transaction request is in good order and reserve the right to change or waive
any good order requirement at any time. Financial intermediaries may have
their own requirements for recognizing a transaction in proper form or good
order. If you hold your shares through a financial intermediary, please contact
them for specific proper form or good order requirements.
ACCOUNT BALANCE
Victory Capital Transfer Agency, Inc. may assess annually a small balance
account fee of $12 to each shareholder account with a balance of less than
$2,000 at the time of assessment. Accounts exempt from the fee include: (1)
any account regularly purchasing additional shares each month through an
automatic investment plan; (2) any UGMA/UTMA account; (3) all (non-IRA)
money market fund accounts; (4) any account whose registered owner has an
aggregate balance of $50,000 or more invested in affiliated Funds; and (5) all
IRAs (for the first year the account is open). The fee is not currently being
assessed. The Fund will provide advance notice in the event it is assessed in
the future.
EXCESSIVE SHORT-TERM TRADING
The affiliated Funds generally are not intended as short-term investment
vehicles (except for the money market funds, Short-Term Bond Fund, Ultra
Short-Term Bond Fund, and Tax Exempt Short-Term Fund). Some investors
try to profit by using excessive short-term trading practices involving mutual
fund shares, frequently referred to as “market timing.”
Excessive short-term trading activity can disrupt the efficient management of
a fund and raise its transaction costs by forcing portfolio managers to first buy
and then sell portfolio securities in response to a large investment or
redemption by short-term traders. While there is no assurance that the
affiliated Funds can deter all excessive and short-term trading, the Board has
adopted the following policies (except for the money market funds,
Short-Term Bond Fund, Ultra Short-Term Bond Fund, and Tax Exempt
Short-Term Fund). These policies are designed to deter disruptive, excessive
short-term trading without needlessly penalizing bona fide investors.
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To deter such trading activities, the affiliated Funds’ policies and procedures
state that:
䡲

Each affiliated Fund reserves the right to reject any purchase order,
including an exchange, that it regards as disruptive to the efficient
management of the particular fund.

䡲

Each affiliated Fund may use a fair value pricing service or other
model to assist in establishing the current value of foreign securities
held by the affiliated Fund. Fair value pricing is used to adjust for
“stale pricing” that may occur between the close of certain foreign
exchanges or markets and the time when the affiliated Fund calculates
its NAV per share. The use of fair value pricing is intended to deter
investors who may be trying to take advantage of time-zone differences
in the valuation of foreign securities and to prevent dilution to
long-term investors. Fair value pricing of a foreign security can result
in an affiliated Fund using a price that is higher or lower than the
closing price of a foreign security for purposes of calculating an
affiliated Fund’s NAV.

THE AFFILIATED FUNDS’ RIGHT TO REJECT PURCHASE AND
EXCHANGE ORDERS AND LIMIT TRADING IN ACCOUNTS
The affiliated Funds’ main safeguard against excessive short-term trading is
their right to reject purchase or exchange orders if in the best interest of the
affected fund. In exercising this discretion to reject purchase and exchange
orders, the affiliated Funds deem that certain excessive short-term trading
activities are not in the best interest of the fund because such activities can
hamper the efficient management of the fund. Generally, persons who engage
in an “in and out” (or “out and in”) transaction within a 30-day period will
violate the affiliated Funds’ policy if they engage in another “in and out” (or
“out and in”) transaction in the same fund within 90 days. The affiliated
Funds also reserve the right to restrict future purchases or exchanges if an
investor is classified as engaged in other patterns of excessive short-term
trading, including after one large disruptive purchase and redemption or
exchange. Finally, the affiliated Funds reserve the right to reject any other
purchase or exchange order in other situations that do not involve excessive
short-term trading activities if in the best interest of a fund.
The following transactions are exempt from the excessive short-term trading
activity policies described above:
䡲

Transactions in the money market funds, Short-Term Bond Fund, Ultra
Short-Term Bond Fund, and Tax Exempt Short-Term Fund;

䡲

Purchases and sales pursuant to automatic investment or withdrawal
plans;
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®

䡲

Purchases and sales made through USAA Managed Portfolios-UMP ,
USAA 529 College Savings PlanTM, USAA Federal Savings Bank Trust
Department, or other designated USAA managed investment accounts;

䡲

Purchases and sales by the Target Retirement Funds, Cornerstone
Conservative Fund, and/or Cornerstone Equity Fund; and

䡲

Other transactions that are not motivated by short-term trading
considerations if they are approved by transfer agent management
personnel and are not disruptive to a fund.

If a person is classified as having engaged in excessive short-term trading, the
remedy will depend upon the trading activities of the investor in the account
and related accounts and its disruptive effect, and can include warnings to
cease such activity and/or restrictions or termination of trading privileges in a
particular affiliated Fund or all of the affiliated Funds.
The affiliated Funds rely on the transfer agent to review trading activity for
excessive short-term trading. There can be no assurance, however, that its
monitoring activities will successfully detect or prevent all excessive
short-term trading. The affiliated Funds or the transfer agent may exclude
transactions below a certain dollar amount from monitoring and may change
that dollar amount from time to time.
The affiliated Funds seek to apply these policies and procedures uniformly to
all investors; however, some investors purchase shares of an affiliated Fund
through financial intermediaries that establish omnibus accounts to invest in
the affiliated Funds for their clients and submit net orders to purchase or
redeem shares after combining their client orders. The affiliated Funds subject
to the short-term trading policies generally treat these omnibus accounts as an
individual investor and will apply the short-term trading policies to the net
purchases and sales submitted by the omnibus account unless the affiliated
Funds or their transfer agent have entered into an agreement requiring the
omnibus account to submit the underlying trading information for their clients
upon our request and/or monitor for excessive trading. For those omnibus
accounts for which we have entered into agreements to monitor excessive
trading or provide underlying trade information, the financial intermediary or
affiliated Funds will review net activity in these omnibus accounts for activity
that indicates potential, excessive short-term trading activity. If we detect
suspicious trading activity at the omnibus account level, we will request
underlying trading information and review the underlying trading activity to
identify individual accounts engaged in excessive short-term trading activity.
We will instruct the omnibus account to restrict, limit, or terminate trading
privileges in a particular fund for individual accounts identified as engaging in
excessive short-term trading through these omnibus accounts.
We also may rely on the financial intermediary to review for and identify
underlying trading activity for individual accounts engaged in excessive
short-term trading activity, and to restrict, limit, or terminate trading privileges
if the financial intermediary’s policies are determined by us to be at least as
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stringent as the affiliated Funds’ policy. For shares purchased through
financial intermediaries there may be additional or more restrictive policies.
You may wish to contact your financial intermediary to determine the policies
applicable to your account.
Because of the increased costs to review underlying trading information, the
affiliated Funds will not enter into agreements with every financial
intermediary that operates an omnibus account. The affiliated Funds or their
transfer agent could decide to enter into such contracts with financial
intermediaries for all funds or particular funds and can terminate such
agreements at any time.
OTHER FUND RIGHTS
The Fund reserves the right to:
䡲

Reject or restrict purchase or exchange orders when in the best interest
of the Fund;

䡲

Limit or discontinue the offering of shares of the Fund without notice
to the shareholders;

䡲

Calculate the NAV per share and accept purchase, exchange, and
redemption orders on a business day that the NYSE is closed;

䡲

Redeem some or all of its shares in kind when in the best interest of
the Fund;

䡲

Require a signature guarantee for transactions or changes in account
information in those instances where the appropriateness of a signature
authorization is in question (the SAI contains information on acceptable
guarantors);

䡲

Redeem an account with less than $500, with certain limitations;

䡲

Restrict or liquidate an account when necessary or appropriate to
comply with federal law; and

䡲

Discontinue or otherwise limit the opening of accounts with us.

SHAREHOLDER INFORMATION
PAYMENTS TO FINANCIAL INTERMEDIARIES
Certain financial intermediaries perform recordkeeping, networking,
administrative, sub-transfer agency, and shareholder services for their clients
with respect to their investments in the Fund that otherwise would be
performed by the Fund’s transfer agent or administrator and shareholder
servicing agent. In some circumstances, we, or one of our affiliates, will pay a
financial intermediary for these services out of our own resources. In other
circumstances, the Fund will pay a fee to the financial intermediary for
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performing those services. The Fund will not pay financial intermediaries
more than it would pay its direct service providers for transfer agency,
administration, and/or shareholder services. In cases where intermediary fees
are higher due to differences in the services being provided or other factors,
the additional amounts will be paid by us and/or the distributor. In addition,
these payments generally are based on either (1) a percentage of the average
daily net assets of Fund shareholders’ accounts serviced by a financial
intermediary or (2) a fixed dollar amount for each account serviced by a
financial intermediary. The aggregate amount of these payments may be
substantial.
In addition, we and the Fund’s distributor may make payments to
intermediaries for various additional services, other expenses, and/or the
financial intermediaries’ distribution of shares of the Fund. Such payments are
sometimes referred to as “revenue sharing” and generally are negotiated with
a financial intermediary on the basis of such factors as the number or value of
shares of the Fund that the financial intermediary sells or may sell; the value
of client assets invested; or the type and nature of services or support
furnished by the financial intermediary. Such revenue sharing payments are
intended to compensate a financial intermediary for one or more of the
following: (1) distribution, which may include expenses incurred by financial
intermediaries for their sales activities with respect to the Fund, such as
preparing, printing, and distributing sales literature and advertising materials
and compensating registered representatives or other employees of such
financial intermediaries for their sales activities, as well as the opportunity for
the Fund to be made available by such financial intermediaries; (2)
shareholder services, such as providing individual and custom investment
advisory services to clients of the financial intermediaries; and (3) marketing
and promotional services, including business planning assistance, educating
personnel about the Fund, including the Fund on preferred or recommended
lists or in certain sales programs sponsored by the intermediary, and
sponsorship of sales meetings, which may include covering costs of providing
speakers. The distributor may sponsor seminars and conferences designed to
educate financial intermediaries about the Fund and may cover the expenses
associated with attendance at such meetings, including travel costs. These
payments and activities are intended to educate financial intermediaries about
the Fund and may help defray or compensate the financial intermediary for
the costs associated with offering the Fund.
The payments also may, to the extent permitted by applicable regulations,
contribute to various non-cash and cash incentive arrangements to promote the
sale of shares of the Fund, as well as sponsor various educational programs,
sales contests and/or promotions. We and the Fund’s distributor may, from
time to time, provide occasional gifts, meals, tickets or other entertainment, or
support for due diligence trips. These payments are in addition to any fees
paid by the Fund to compensate financial intermediaries for providing
distribution-related services to the Fund and/or shareholder services to Fund
shareholders. These payments may be a fixed dollar amount or may be based
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on a percentage of the value of shares sold to, or held by, customers of the
financial intermediary involved. The amount of these payments may be
substantial and may differ among financial intermediaries. In addition, certain
financial intermediaries may have access to certain services from us or the
distributor, including research reports and economic analysis, and portfolio
analysis tools. In certain cases, the financial intermediary may not pay for
these services. These payments and other arrangements may create a conflict
of interest by influencing the financial intermediary to recommend the Fund
over another investment. Ask your salesperson or visit your financial
intermediary’s website for more information. The amount of any payments
described by this paragraph is determined by us or the distributor, and all such
amounts are paid out of our available assets or the assets of the distributor
and do not directly affect the total expense ratio of the Fund.
SHARE PRICE CALCULATION
The price at which you purchase and redeem shares of the Fund is equal to
the NAV per share calculated on the effective date of the purchase or
redemption. The NAV per share is calculated by adding the value of the
Fund’s assets (i.e., the value of its investments and other assets), deducting
liabilities, and dividing by the number of shares outstanding. Shares of the
Fund may be purchased and sold at the NAV per share without a sales charge.
The Fund’s NAV per share is calculated as of the close of the NYSE
(generally 4 p.m. Eastern time) each day that the NYSE is open for regular
trading. The NYSE is closed on most national holidays and Good Friday.
VALUATION OF SECURITIES
The Board has established a Valuation and Liquidity Committee (the
“Committee”); and subject to Board oversight and approval, the Committee
administers and oversees the Fund’s valuation policies and procedures. Among
other things, these policies and procedures allow the Fund to utilize
independent pricing services, quotations from securities dealers, and a wide
variety of sources and information to establish and adjust the fair value of
securities as events occur and circumstances warrant.
Equity securities, including exchange-traded funds (”ETFs“), except as
otherwise noted, traded primarily on domestic securities exchanges or the
over-the-counter markets, are valued at the last sale price or official closing
price on the exchange or primary market on which they trade. Equity
securities traded primarily on foreign securities exchanges or markets are
valued at the last quoted sale price, or the most recently determined official
closing price calculated according to local market convention, available at the
time the Fund is valued. If no last sale or official closing price is reported or
available, the closing bid price generally is used for U.S.-listed equities and
the average of the bid and ask prices generally is used for foreign listed
equities.
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Debt securities are valued each business day by a pricing service (the
“Service”) approved by the Board. The Service uses evaluated bid or the last
sales price to price securities when, in the Service’s judgment, these prices are
readily available and are representative of the securities’ market values. For
many securities, such prices are not readily available. The Service generally
prices these securities based on methods that include consideration of yields
or prices of securities of comparable quality, coupon, maturity, and type;
indications as to values from dealers in securities; and general market
conditions.
Short-term debt securities with original or remaining maturities of 60 days or
less may be valued at amortized cost, provided that amortized cost represents
the fair value of such securities.
Repurchase agreements are valued at cost.
Investments in open-end investment companies, commingled, or other funds,
other than ETFs, are valued at their NAV at the end of each business day.
Futures contracts are valued at the settlement price at the close of market on
the principal exchange on which they are traded or, in the absence of any
transactions that day, the values are based upon the settlement price on the
prior trading date.
Options contracts are valued at the mean between the last bid and ask prices.
Options on futures are valued at the settlement price determined by the
applicable exchange.
In the event that price quotations or valuations are not readily available, are
not reflective of market value, or a significant event has been recognized in
relation to a security or class of securities, the securities are valued in good
faith, at fair value, by the Committee in accordance with valuation procedures
approved by the Board. The effect of fair value pricing is that securities may
not be priced on the basis of quotations from the primary market in which
they are traded, and the actual price realized from the sale of a security may
differ materially from the fair value price. Valuing these securities at fair
value is intended to cause the Fund’s NAV to be more reliable than it
otherwise would be.
Fair value methods used by the Fund include, but are not limited to, obtaining
market quotations from secondary pricing services, broker-dealers, other
pricing services, or widely used quotation systems. General factors considered
in determining the fair value of securities include fundamental analytical data,
the nature and duration of any restrictions on disposition of the securities,
evaluation of credit quality, and an evaluation of the forces that influenced the
market in which the securities are purchased and sold.
For additional information on how securities are valued, see Valuation of
Securities in the Fund’s SAI.
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DIVIDENDS AND OTHER DISTRIBUTIONS
The Fund pays distributions of net investment income (“dividends”) quarterly.
Ordinarily, any net realized capital gains are distributed in December of each
year. The Fund may make additional distributions to shareholders, or may not
make a distribution, when considered appropriate or necessary. For example,
the Fund could make one or more additional distributions to avoid the
imposition of any federal income or excise taxes or may not make a
distribution to limit returns of capital.
The Fund automatically reinvests all dividends and other distributions in
additional shares of the Fund unless you request to receive those distributions
by way of electronic funds transfer. The share price for a reinvestment is the
NAV per share calculated on the ex-distribution date. Any distribution made
by the Fund reduces the NAV per share by the amount of the distribution on
the ex-distribution date. You should consider carefully the effects of
purchasing shares of the Fund shortly before any distribution (as explained
below). The Fund will invest in your account, at the current NAV per share,
any distribution payment returned to the Fund by your financial institution.
TAXES
The following tax information is quite general and refers to the federal
income tax law in effect as of the date of this prospectus.
■

Treatment of the Fund

The Fund, which is treated as a separate corporation for federal tax purposes,
has qualified for each past taxable year, and intends to continue to qualify, for
treatment as a “regulated investment company” under the Code. By doing so,
the Fund (but not its shareholders) is relieved of federal income tax on the
part of its investment company taxable income (consisting generally of taxable
net investment income, the excess, if any, of net short-term capital gain over
net long-term capital loss (“net short-term gain”), and net gains and losses
from certain foreign currency transactions, if any, all determined without
regard to any deduction for dividends paid) and net capital gain (i.e., the
excess of net long-term capital gain over net short-term capital loss), if any,
that it distributes to its shareholders.
■

Shareholder Taxation

If the Fund satisfies the requirement that, at the close of each quarter of its
taxable year, at least 50% of the value of its total assets consists of securities
the interest on which is excludable from gross income under section 103(a) of
the Code, it will be able to pay “exempt-interest dividends” to its
shareholders. Those dividends constitute the portion of its aggregate dividends
(excluding capital gain distributions) equal to the excess of its excludable
interest over certain amounts disallowed as deductions. Exempt-interest
dividends are excludable from a shareholder’s gross income for federal
income tax purposes, although the amount of those dividends must be
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reported on the recipient’s federal income tax return. Accordingly, the amount
of exempt-interest dividends—and, to the extent determination thereof is
possible after reasonable effort, the part thereof constituting interest that is a
Tax Preference Item—that the Fund pays to its shareholders will be reported
to them annually on Forms 1099-DIV (or substitutes therefor). Shareholders’
treatment of dividends from the Fund under state and local income tax laws
may differ from the treatment thereof under the Code. Investors should
consult their tax advisers concerning this matter.
Distributions that shareholders receive from the Fund (other than
exempt-interest dividends) are subject to federal income tax, and all Fund
distributions, including exempt-interest dividends, may be subject to state
and/or local taxes. Dividends (other than exempt-interest dividends) and
distributions of net short-term capital gain are taxable to you as ordinary
income, whether received in cash or reinvested in additional shares of the
Fund. A portion of the Fund’s dividends may qualify for (1) the 50%
dividends-received deduction available to corporations, and (2) the lower
maximum federal income tax rates applicable to “qualified dividend income”
of individuals and certain other non-corporate shareholders (each, an
“individual shareholder”) who satisfy certain holding period and other
restrictions with respect to their shares of the Fund – a maximum of 15% for
a single shareholder with taxable income not exceeding $425,800 ($479,700
for married shareholders filing jointly) and 20% for those individual
shareholders with taxable income exceeding those respective amounts (which
are effective for 2018 and will be adjusted for inflation annually thereafter).
Regardless of the length of time you have held shares of the Fund,
distributions of net capital gains that the Fund realizes are taxable to you as
long-term capital gains, whether received in cash or reinvested in additional
shares of the Fund. Those distributions are taxed to individual shareholders at
the 15% and 20% tax rates described above.
You may realize a capital gain or loss for federal income tax purposes on a
redemption or an exchange (which is treated like a redemption for those
purposes) of shares of the Fund. Your gain or loss is based on the difference,
if any, between your basis in the redeemed (or exchanged) shares and the
redemption proceeds (or the aggregate NAV of the shares of the fund into
which you exchange) you receive. Any capital gain an individual shareholder
recognizes on a redemption or exchange of his or her shares of the Fund that
have been held for more than one year will qualify for the 15% and 20% tax
rates described above.
In addition, an individual shareholder is subject to a 3.8% federal tax on the
lesser of (1) the individual’s “net investment income,” which generally
includes taxable distributions the Fund pays and net gains realized on the
redemption or exchange of shares of the Fund, or (2) the excess of his or her
“modified adjusted gross income” over $200,000 (or $250,000 if married and
filing jointly). This tax is in addition to any other taxes due on that income.
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You should consult your tax adviser regarding the effect, if any, this provision
may have on your investment in shares of the Fund.
Your basis in shares of the Fund that you acquired after December 31, 2011,
(“Covered Shares”) will be determined in accordance with the Fund’s default
method, which is average basis, unless you affirmatively elect in writing
(which may be electronic) to use a different acceptable basis determination
method, such as a specific identification method. The basis determination
method you elect (or the default method) may not be changed with respect to
a redemption of Covered Shares after the settlement date of the redemption.
You should consult with your tax adviser to determine the best IRS-accepted
basis determination method.
■

Withholding

Federal law requires the Fund to withhold (referred to as “backup
withholding”) and remit to the U.S. Treasury 24% of (1) taxable dividends,
capital gain distributions, and proceeds of redemptions, regardless of the
extent to which gain or loss may be realized, otherwise payable to any
individual shareholder who fails to furnish the Fund with a correct taxpayer
identification number and (2) those dividends and distributions otherwise
payable to any individual shareholder who:
䡲

Underreports dividend or interest income or

䡲

Fails to certify that he or she is not subject to backup withholding.

Backup withholding is not an additional tax, and any amounts so withheld
may be credited against a shareholder’s federal income tax liability or
refunded. To avoid this withholding, you must certify on your application, or
on a separate IRS Form W-9 supplied by the Fund’s transfer agent, that your
taxpayer identification number is correct and you currently are not subject to
backup withholding.
■

Reporting

The Fund will report information to you annually concerning the tax status of
your dividends and other distributions for federal income tax purposes,
including the portion of the dividends, if any, constituting a Tax Preference
Item and the percentage and source (by state) of interest income earned during
the preceding year on tax-exempt securities held by the Fund. In addition, the
Fund (or its administrative agent) must report to the IRS and furnish to its
shareholders the basis information for Covered Shares and indicate whether
they had a short-term (one year or less) or long-term (more than one year)
holding period. You should consult with your tax adviser to obtain more
information about how the basis reporting law applies to you.

Prospectus | 39

SHAREHOLDER MAILINGS
■

Householding

Through our ongoing efforts to help reduce Fund expenses, each household
will receive a single copy of the Fund’s most recent shareholder reports and
prospectus. You will receive a single copy if you and/or a family member own
more than one account in the Fund. This eliminates duplicate copies and saves
paper and postage costs for the Fund. However, if you would like to receive
individual copies, please contact us; and we will begin your individual
delivery within 30 days of your request.
■

Electronic Delivery

Log on to usaa.com and sign up to receive your statements, confirmations,
financial reports, tax documents, and prospectuses electronically instead of
through the mail.
ADDITIONAL INFORMATION
The Trust enters into contractual arrangements with various parties, including,
among others, the Fund’s manager, transfer agent, and distributor, who
provide services to the Fund. Shareholders are not parties to, or intended (or
“third-party”) beneficiaries of, any of those contractual arrangements, and
those contractual arrangements are not intended to create in any individual
shareholder or group of shareholders any right to enforce them against the
service providers or to seek any remedy under them against the service
providers, either directly or on behalf of the Trust or the Fund.
This prospectus provides information concerning the Trust and the Fund that
you should consider in determining whether to purchase shares of the Fund.
Neither this prospectus nor the related SAI is intended to be, or should be
read to give rise to, an agreement or contract between the Trust or the Fund
and any investor, or to give rise to any rights in any shareholder or other
person other than any rights under federal or state law that may not be
waived.

FINANCIAL HIGHLIGHTS
The following 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 income dividends and
capital gain distributions).
The information has been derived from financial statements audited by Ernst
& Young LLP, an independent registered public accounting firm, whose
report, along with the Fund’s financial statements, is included in the Fund’s
annual report to shareholders, which is available upon request.
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Net asset value at beginning of period

2019
$ 19.77

2018
$ 18.76

Income from investment operations:
Net investment income
Net realized and unrealized gain

.47
.47

.44
1.01

Total from investment operations

.94

Less distributions from:
Net investment income
Realized capital gains

(.48)
(.05)

Total distributions
Net asset value at end of period

Year Ended May 31,
2017
$ 17.79

2016
$ 17.48

2015
$ 16.86

.42
.96

.43
.35

.44
.59

1.45

1.38

.78

1.03

(.44)
–

(.41)
–

(.47)
–

(.41)
–

(.53)

(.44)

(.41)

(.47)

(.41)

$ 20.18

$ 19.77

$ 18.76

$ 17.79

$ 17.48

Total return (%)*
4.83
7.81
7.88
4.60
6.16
Net assets at end of period (000)
$526,320
$459,682
$391,020
$327,334
$283,181
Ratios to average daily net assets:**
Expenses (%)(a)
.60
.68
.84
.87
.85
Net investment income (%)
2.44
2.32
2.33
2.53
2.63
Portfolio turnover (%)
7
10
4
10
9
* Assumes reinvestment of all net investment income and realized capital gain distributions, if
any, during the period. Includes adjustments in accordance with U.S. generally accepted
accounting principles and could differ from the Lipper reported return. Total returns for
periods of less than one year are not annualized.
** For the year ended May 31, 2019, average daily net assets were $491,402,000.
(a) Does not include acquired fund fees, if any.
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If you would like more information about the Fund, you may call (800) 235-8396 to
request a free copy of the Fund’s statement of additional information (“SAI”), annual
or semiannual reports, or to ask other questions about the Fund. The SAI has been
filed with the SEC and is incorporated by reference into and legally a part of this
prospectus. 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 the last fiscal year. The Fund’s SAI and annual and semiannual reports also
may be viewed, free of charge, on usaa.com/prospectus. A complete description of the
Fund’s policies and procedures with respect to the disclosure of the Fund’s portfolio
securities is available in the Fund’s SAI.
To view these documents, along with other related documents, you may visit the
EDGAR database on the SEC’s website (www.sec.gov). Additionally, copies of this
information may be obtained, after payment of a duplicating fee, by electronic request
at the following e-mail address: publicinfo@sec.gov.
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