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Fund History

The Trust is a Delaware statutory trust organized on January 27, 2011, and is registered with the
Securities and Exchange Commission (“SEC”) as an open-end management investment
company. The Fund is one series, or mutual fund, of the Trust. The Fund has two classes of
shares: Institutional Class Shares and Investor Class Shares. The Fund is a diversified series and
has its own investment objective and investment policies. Shares of other series of the Trust are
offered in separate prospectuses and SAls. The Fund’s Prospectus and this SAI are a part of the
Trust’s Registration Statement filed with the SEC. Copies of the Trust’s complete Registration
Statement may be obtained from the SEC upon payment of the prescribed fee or may be accessed
free of charge at the SEC’s website at www.sec.gov. As permitted by Delaware law, the Trust’s
Board of Trustees (the “Board of Trustees”) may create additional classes of the Fund and may
create additional series (and classes thereof) of the Trust and offer shares of these series and
classes under the Trust at any time without the vote of shareholders.

All shares of a series shall represent an equal proportionate interest in the assets held with respect
to that series (subject to the liabilities held with respect to that series and such rights and
preferences as may have been established and designated with respect to classes of shares of such
series), and each share of a series shall be equal to each other share of that series.

Shares are voted in the aggregate and not by series or class, except in matters where a separate
vote is required by the Investment Company Act of 1940, as amended (the “1940 Act”), or when
the matters affect only the interest of a particular series or class. When matters are submitted to
shareholders for a vote, each shareholder is entitled to one vote for each full share owned and
fractional votes for fractional shares owned.

The Trust does not normally hold annual meetings of shareholders. Meetings of the shareholders
shall be called by any member of the Board of Trustees upon written request of shareholders
holding, in the aggregate, not less than 10% of the shares, such request specifying the purpose or
purposes for which such meeting is to be called.

Interests in the Fund are represented by shares of beneficial interest each with no par value per
share. Each share is entitled to such dividends and distributions out of the assets belonging to the
Fund, as may be declared by the Board of Trustees.

The Board of Trustees has the authority from time to time to divide or combine the shares of any
series into a greater or lesser number of shares of that series without materially changing the
proportionate beneficial interest of the shares of that series in the assets belonging to that series
or materially affecting the rights of shares of any other series. In case of the liquidation of a
series, the holders of shares of the series being liquidated are entitled to receive a distribution out
of the assets, net of the liabilities, belonging to that series. Expenses attributable to any series (or
class thereof) are borne by that series (or class). Any general expenses of the Trust not readily
identifiable as belonging to a particular series are allocated by, or under the direction of, the
Board of Trustees to all applicable series (and classes thereof) in such manner and on such basis
as the Board of Trustees in its sole discretion deems fair and equitable. No shareholder is liable
to further calls for the payment of any sum of money or assessment by the Trust without his or
her express consent.



All consideration received by the Trust for the issue or sale of its shares, together with all assets
in which such consideration is invested or reinvested, and all income, earnings, profits and
proceeds thereof, including any proceeds derived from the sale, exchange or liquidation of such
assets, and any funds or payments derived from any reinvestment of such proceeds, subject only
to the rights of creditors, shall constitute the underlying assets of the Fund.

Investment Objective, Policies, Strategies and Associated Risks

The following discussion supplements the description of the Fund’s investment objective and
principal investment strategies set forth in the Prospectus. Except for the fundamental
investment limitations listed below (see “Fundamental Investment Limitations”), the Fund’s
investment objective, strategies and policies are not fundamental and may be changed by sole
action of the Board of Trustees, without shareholder approval. While the Fund is permitted to
hold securities and engage in various strategies as described hereafter, it is not obligated to do so.

Investment Objective

The investment objective of the Fund is total return. There is no assurance that the Fund will
achieve its investment objective. The investment objective is not fundamental and may be
changed by the Board of Trustees without the approval of the Fund’s shareholders upon 60 days’
prior written notice to the shareholders.

Diversification

The Fund is diversified. A diversified fund is a fund that satisfies the definition of a “diversified
company” set forth in the 1940 Act. A “diversified company” means that as to 75% of the
Fund’s total assets (1) no more than 5% may be invested in the securities of a single issuer, and
(2) the Fund may not hold more than 10% of the outstanding voting securities of a single issuer.

Since the Fund intends to qualify as a “regulated investment company”(*RIC”) under the Internal
Revenue Code of 1986, as amended, (the “Code”), the Fund’s investments will be limited so that
at the close of each quarter of each taxable year (i) at least 50% of the value of its total assets is
represented by cash and cash items, U.S. government securities, the securities of other RICs and
other securities, with such other securities limited for purposes of such calculation, in respect of
any one issuer, to an amount not greater than 5% of the value of the Fund’s total assets and not
more than 10% outstanding voting securities of such issuer, and (ii) not more than 25% of the
value of its total assets are invested in the securities of any one issuer (other than U.S.
government securities or the securities of other RICs), the securities (other than the securities of
other RICs) of any two or more issuers that the Fund controls and that are determined to be
engaged in the same business or similar or related trades or businesses, or the securities of one or
more qualified publicly traded partnerships (which includes MLPs). These tax-related limitations
may be changed by the Board of Trustees to the extent appropriate in light of changes to
applicable tax requirements.

Percentage Limitations

The Fund’s compliance with its investment policies and limitations on certain investment
percentages will be determined immediately after and as a result of the Fund’s acquisition of such
security or other asset. Accordingly, except with respect to borrowing for leverage or investing
in illiquid securities, any subsequent change in values, net assets or other circumstances will not
be considered when determining whether an investment complies with the Fund’s investment
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policies and limitations on certain investment percentages. To the extent that market value
fluctuations cause illiquid securities held by the Fund to exceed 15% of its net assets, the Fund
will take steps to bring the aggregate amount of illiquid securities back within the prescribed
limitations as soon as reasonably practical. Generally, this requirement does not obligate the
Fund to liquidate a position where the Fund would incur a loss on the sale. In addition, if a
bankruptcy or other extraordinary event occurs concerning a particular investment by the Fund,
the Fund may receive stock, real estate or other investments that the Fund would not, or could
not, buy. If this happens, the Fund will sell such investments as soon as practicable while trying
to maximize the return to its shareholders.

Equity Securities

An equity security represents a proportionate share of the ownership of a company. Its value is
based on the success of the company’s business, any income paid to stockholders, the value of its
assets and general market conditions. The value of equity securities will be affected by changes
in the stock markets, which may be the result of domestic or international political or economic
news, changes in interest rates or changing investor sentiment. At times, stock markets can be
volatile and stock prices can change substantially. Equity securities risk will affect our net asset
value per share, which will fluctuate as the value of the securities held by us change. Not all
stock prices change uniformly or at the same time, and not all stock markets move in the same
direction at the same time. Other factors affect a particular stock’s prices, such as poor earnings
reports by an issuer, loss of major customers, major litigation against an issuer, or changes in
governmental regulations affecting an industry. Adverse news affecting one company can
sometimes depress the stock prices of all companies in the same industry. Not all factors can be
predicted. Types of equity securities in which the Fund may invest include primarily common
stocks; MLP common units, limited liability company common units and MLP convertible
subordinate units; securities issued by affiliates of MLPs including MLP I-Shares and other
equity securities of corporations and limited liability companies that own, directly or indirectly,
general partner interests; and preferred equity, convertible securities, warrants, rights and
depository receipts of companies that are organized as corporations, limited partnerships or
limited liability companies; and energy infrastructure real estate investment trusts (“REITS”).

Common Stock

Common stock represents an equity ownership interest in the profits and losses of a corporation,
after payment of amounts owed to bondholders, other debt holders, and holders of preferred
stock. Holders of common stock generally have voting rights, but the Fund does not expect to
have voting control in any of the companies in which it invests. In addition to the general risks
set forth above, investments in common stocks are subject to the risk that in the event a company
in which the Fund invests is liquidated, the holders of preferred stock and creditors of that
company will be paid in full before any payments are made to the Fund as holders of common
stock. It is possible that all assets of that company will be exhausted before any payments are
made to the holders of common stock.

Master Limited Partnerships

An MLP is an entity that is generally taxed as a partnership for federal income tax purposes and
that derives each year at least 90% of its gross income from “Qualifying Income”. Qualifying
Income for MLPs includes interest, dividends, real estate rents, gain from the sale or disposition
of real property, income and gain from commaodities or commodity futures, and income and gain
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from mineral or natural resources activities that generate Qualifying Income. MLP interests
(known as units) are traded on securities exchanges or over-the-counter. An MLP’s organization
as a partnership and compliance with the Qualifying Income rules generally eliminates federal
tax at the entity level.

An MLP has one or more general partners (who may be individuals, corporations, or other
partnerships) which manage the partnership, and limited partners, which provide capital to the
partnership but have no role in its management. Typically, the general partner is owned by
company management or another publicly traded sponsoring corporation. When an investor buys
units in an MLP, the investor becomes a limited partner.

MLPs are formed in several ways. A nontraded partnership may decide to go public. Several
nontraded partnerships may roll up into a single MLP. A corporation may spin-off a group of
assets or part of its business into an MLP of which it is the general partner, to realize the assets’
full value on the marketplace by selling the assets and using the cash proceeds received from the
MLP to address debt obligations or to invest in higher growth opportunities, while retaining
control of the MLP. A corporation may fully convert to an MLP, although since 1986 the tax
consequences have made this an unappealing option for most corporations. Unlike the ways
described above, it is also possible for a newly formed entity to commence operations as an MLP
from its inception.

The sponsor or general partner of an MLP, other energy companies, and utilities may sell assets
to MLPs in order to generate cash to fund expansion projects or repay debt. The MLP structure
essentially transfers cash flows generated from these acquired assets directly to MLP limited
partner unitholders.

In the case of an MLP buying assets from its sponsor or general partner the transaction is
intended to be based upon comparable terms in the acquisition market for similar assets. To help
insure that appropriate protections are in place, the board of the MLP generally creates an
independent committee to review and approve the terms of the transaction. The committee often
obtains a fairness opinion and can retain counsel or other experts to assist its evaluation. Since
both parties normally have a significant equity stake in the MLP, both parties are aligned to see
that the transaction is accretive and fair to the MLP.

As a motivation for the general partner to successfully manage the MLP and increase cash flows,
the terms of MLPs typically provide that the general partner receives a larger portion of the net
income as distributions reach higher target levels. As cash flow grows, the general partner
receives a greater interest in the incremental income compared to the interest of limited partners.
Although the percentages vary among MLPs, the general partner’s marginal interest in
distributions generally increases from 2% to 15% at the first designated distribution target level
moving up to 25% and ultimately 50% as pre-established distribution per unit thresholds are met.
Nevertheless, the aggregate amount distributed to limited partners will increase as MLP
distributions reach higher target levels. Given this incentive structure, the general partner has an
incentive to streamline operations and undertake acquisitions and growth projects in order to
increase distributions to all partners.



Because the MLP itself generally does not pay federal income tax, its income or loss is allocated
to its investors, irrespective of whether the investors receive any cash payment or other
distributions from the MLP. An MLP typically makes quarterly cash distributions. Although they
resemble corporate dividends, MLP distributions are treated differently for tax purposes. The
MLP distribution is treated as a return of capital to the extent of the investor’s basis in his MLP
interest and, to the extent the distribution exceeds the investor’s basis in the MLP, generally as
capital gain. The investor’s original basis is the price paid for the units. The basis is adjusted
downwards with each distribution and allocation of deductions (such as depreciation) and losses,
and upwards with each allocation of taxable income and gain.

The partner will not incur federal income tax on distributions until: (1) he sells his MLP units and
pays tax on his gain, which gain is increased due to the basis decrease due to prior distributions;
or (2) his basis reaches zero. When the units are sold, the difference between the sales price and
the investor’s adjusted basis is gain or loss for federal income tax purposes.

The business of MLPs is affected by supply and demand for energy commodities because most
MLPs derive revenue and income based upon the volume of the underlying commodity
produced, transported, processed, distributed, and/or marketed. Pipeline MLPs have indirect
commodity exposure to gas and oil price volatility because although they do not own the
underlying energy commodity, the general level of commodity prices may affect the volume of
the commodity that the MLP delivers to its customers and the cost of providing services such as
distributing natural gas liquids (“NGLs”). The costs of natural gas pipeline MLPs to perform
services may exceed the negotiated rates under “negotiated rate” contracts. Specifically,
processing MLPs may be directly affected by energy commodity prices. Propane MLPs own the
underlying energy commodity, and therefore have direct exposure to energy commaodity prices,
although the Adviser intends to target high quality MLPs that seek to mitigate or manage direct
margin exposure to commodity prices. However, the MLP industry in general could be hurt by
market perception that an MLP’s performance and valuation are directly tied to commodity
prices.

The Fund may invest up to 25% of its total assets in the securities of MLPs, which include:

MLP Common Units. MLP common units represent an equity ownership interest in an
MLP, providing limited voting rights and entitling the holder to a share of the company’s
success through distributions and/or capital appreciation. Unlike stockholders of a
corporation, common unitholders do not elect directors annually and generally have the
right to vote only on certain significant events, such as mergers, a sale of substantially all
of the assets, removal of the general partner or material amendments to the partnership
agreement. MLPs are required by their partnership agreements to distribute a large
percentage of their current operating earnings. Common unitholders generally have first
right to a minimum quarterly distribution (“MQD”) prior to distributions to the
convertible subordinated unitholders or the general partner (including incentive
distributions). Common unitholders typically have arrearage rights if the MQD is not
met. In the event of liquidation, MLP common unitholders have first rights to the
partnership’s remaining assets after bondholders, other debt holders, and preferred
unitholders have been paid in full. MLP common units trade on a national securities
exchange or over-the-counter. In addition, like common stock, prices of MLP common
units are sensitive to general movements in the stock market and a drop in the stock
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market may depress the price of MLP common units to which the Fund has exposure.
MLP common units may represent an ownership interest, held directly or indirectly, in a
limited partnership whose primary assets are general partner interests in an underlying
operating MLP.

Limited Liability Company Common Units. Some energy infrastructure companies in
which the Fund may invest have been organized as LLCs. Such LLCs are treated in the
same manner as MLPs for federal income tax purposes. Consistent with its investment
objective and policies, the Fund may invest in common units or other securities of such
LLCs. LLC common units represent an equity ownership interest in an LLC, entitling the
holders to a share of the LLC’s success through distributions and/or capital appreciation.
Similar to MLPs, LLCs typically do not pay federal income tax at the entity level and are
required by their operating agreements to distribute a large percentage of their current
operating earnings. LLC common unitholders generally have first right to a MQD prior to
distributions to subordinated unitholders and typically have arrearage rights if the MQD
is not met. In the event of liquidation, LLC common unitholders have first right to the
LLC’s remaining assets after bondholders, other debt holders and preferred unitholders, if
any, have been paid in full. LLC common units trade on a national securities exchange or
over-the-counter.

In contrast to MLPs, LLCs have no general partner and there are generally no incentives
that entitle management or other unitholders to increased percentages of cash
distributions as distributions reach higher target levels. In addition, LLC common
unitholders typically have voting rights with respect to the LLC, whereas MLP common
units have limited voting rights.

MLP Convertible Subordinated Units. MLP convertible subordinated units are typically
issued by MLPs to founders, corporate general partners of MLPs, entities that sell assets
to the MLP, and institutional investors. The purpose of the convertible subordinated units
is to increase the likelihood that during the subordination period there will be available
cash to be distributed to common unitholders. Convertible subordinated units generally
are not entitled to distributions until holders of common units have received specified
MQD, plus any arrearages, and may receive less than common unitholders in
distributions upon liquidation. Convertible subordinated unitholders generally are entitled
to MQD prior to the payment of incentive distributions to the general partner but are not
entitled to arrearage rights. Therefore, convertible subordinated units generally entail
greater risk than MLP common units. They are generally convertible automatically into
the senior common units of the same issuer at a one-to-one ratio upon the passage of time
and/or the satisfaction of certain financial tests. These units generally do not trade on a
national exchange or over-the-counter, and there is no active market for convertible
subordinated units. Although the means by which convertible subordinated units convert
into senior common units depend on a security’s specific terms, MLP convertible
subordinated units typically are exchanged for common units. The value of a convertible
security is a function of its worth if converted into the underlying common units.
Convertible subordinated units generally have similar voting rights as MLP common
units. Distributions may be paid in cash or in-kind.



Equity Securities of MLP Affiliates. In addition to equity securities of MLPs, the Fund may also
invest in equity securities of MLP affiliates. MLP affiliates are issuers of MLP I-Shares and
entities that own interests of general partners of MLPs.

MLP I-Shares. MLP I-Shares represent indirect ownership interests in MLP common
units. I-Shares are equity securities typically issued by MLP affiliates as publicly traded
limited liability company interests. The MLP affiliate uses the proceeds from the sale of
I-Shares to purchase limited partnership interests in the MLP in the form of I-units. The I-
Share issuer’s assets consist exclusively of I-units. I-units represent an indirect limited
partner interest in the MLP. I-Shares have features similar to MLP common units in
terms of voting rights and liquidation preference. I-Shares differ from MLP common
units primarily in that instead of receiving cash distributions, holders of 1-Shares receive
distributions in the form of additional 1-Shares generally equal in amount to the cash
distributions received by MLP common unit holders. The issuer of the I-Share is taxed as
a corporation; however, the MLP does not allocate income or loss to the I-Share issuer.
Accordingly, investors receive a Form 1099, are not allocated their proportionate share of
income of the MLPs and are not subject to state income tax filing obligations based
solely on the issuer’s operations within a state. The Fund will receive taxable income
from its ownership of I-Shares when they are sold or exchanged. [-Shares are not
redeemable at the holder’s option, but trade on a national stock exchange in the
secondary market. 1-Shares may be less liquid than their affiliated MLP’s common units.
The market price of I-Shares may be affected by distribution levels of their affiliated
MLP and may also trade at a discount to the price of the MLP’s common units.

General Partner Interests. Indirect investments in MLP general partner interests are
available through investment in the equity securities of MLP affiliates organized as
corporations and limited liability companies that own, directly or indirectly, general
partner interests. While these general partner interests themselves are generally not
publicly traded, the MLP affiliates investing in such interests and in which the Fund may
invest are publicly traded. General partner interests often confer direct board
participation rights and in many cases, operating control, over the MLP. General partner
interests receive cash distributions, typically 2% of the MLP’s aggregate cash
distributions, which are contractually defined in the partnership agreement. In addition,
holders of general partner interests typically hold incentive distribution rights (“IDRs”),
which provide them with an increasing larger share of the aggregate MLP cash
distributions upon the payment of distributions to limited partner unitholders that exceed
prescribed levels. Due to the incentive distribution rights, general partner interests have
higher distribution growth prospects than their underlying MLPs, but incentive
distribution payments would also decline at a greater rate than the decline rate in
distributions to common unitholders in the event of a reduction in the MLP’s distribution.

General partner interests generally cannot be converted into common units. The general partner
interest can be redeemed by the MLP if the MLP unitholders choose to remove the general
partner, typically with a supermajority vote by limited partner unitholders.



REITs

The Fund may invest in the equity securities of real estate investment trusts (“REITs”) focused
on the energy infrastructure industry. A REIT is a corporation or business trust that invests in real
estate and derives its income from rents or sales of real property or interest on loans secured by
mortgages on real property. The market value of REITs may be affected by numerous factors,
including decreases in the value of real estate, vacancies, decreases in lease rates, defaults by
lessees, changes in the tax laws or by their inability to qualify for the tax-free pass-through of
their income.

Preferred Equity

Preferred equity represents an ownership interest in a company, often pays dividends at a specific
rate and has a preference over common stocks in dividend payments and liquidation of assets. A
preferred equity is a blend of the characteristics of a bond and common stock. It can offer the
higher yield of a bond and has priority over common stock in equity ownership, but does not
have the seniority of a bond and, unlike common stock its participation in the issuer’s growth
may be limited. Although the dividend or distribution is set at a fixed annual rate, in some
circumstances it can be changed or omitted by the issuer. In addition, preferred equity usually
does not have voting rights.

Warrants and Rights

The Fund may purchase warrants and rights, which are instruments that permit the Fund to
acquire, by subscription, the capital stock of a corporation at a set price, regardless of the market
price for such stock. The principal difference between warrants and rights is their term-rights
typically expire within weeks while warrants have longer durations. Neither rights nor warrants
have voting rights or pay dividends. The market price of warrants is usually significantly less
than the current price of the underlying stock. Thus, there is a greater risk that warrants might
drop in value at a faster rate than the underlying stock.

Initial Public Offerings

The Fund may invest in securities offered by companies in initial public offerings (“IPOs”).
Because IPO shares frequently are volatile in price, the Fund may hold IPO shares for a very
short period of time. This may increase the turnover of the Fund’s portfolio and may lead to
increased expenses to the Fund, such as commissions and transaction costs. By selling IPO
shares, the Fund may realize taxable capital gains that it will subsequently distribute to
shareholders. Companies that offer securities in IPOs tend to typically have small market
capitalizations and therefore their securities may be more volatile and less liquid that those issued
by larger companies. Certain companies offering securities in an IPO may have limited operating
experience and, as a result face a greater risk of business failure.

Non-U.S. Investments and Currencies

The Fund may invest in securities of non-U.S. issuers that are not publicly traded in the United
States, purchase and sell foreign currency on a spot basis and enter into forward currency
contracts (see “Forward Currency Contracts,” below). The Fund may also invest in American
Depositary Receipts (“ADRs”) and non-U.S. securities that are publicly traded on a U.S.
exchange. Investments in ADRs and non-U.S. securities involve certain inherent risks, including
the following:



American Depositary Receipts. Among the means through which the Fund may invest in non-
U.S. securities that are publicly traded on a U.S. exchange is the purchase of ADRs. ADRs, in
registered form, are denominated in U.S. dollars and are designed for use in the U.S. securities
markets. ADRs are receipts typically issued by a U.S. bank or trust company evidencing
ownership of the underlying securities. ADRs may be purchased through “sponsored” or
“unsponsored” facilities. A sponsored facility is established jointly by the issuer of the
underlying security and a depositary, whereas a depositary may establish an unsponsored facility
without participation by the issuer of the depositary security. Holders of unsponsored depositary
receipts generally bear all the costs of such facilities, and the depositary of an unsponsored
facility frequently is under no obligation to distribute shareholder communications received from
the issuer of the deposited security or to pass through voting rights to the holders of such receipts
of the deposited securities. Accordingly, available information concerning the issuer may not be
current and the prices of unsponsored depositary receipts may be more volatile than the prices of
sponsored depositary receipts. For purposes of the Fund’s investment policies, ADRs are deemed
to have the same classification as the underlying securities they represent. Thus, an ADR
representing ownership of common stock will be treated as common stock.

Forward Currency Contracts

A forward currency contract (“forward contract”) involves an obligation to purchase or sell a
specific amount of a specific currency at a future date, which may be any fixed number of days
(usually less than one year) from the date of the contract agreed upon by the parties, at a price set
at the time of the contract. At or before settlement of a forward currency contract, the Fund may
either deliver the currency or terminate its contractual obligation to deliver the currency by
purchasing an offsetting contract. If the Fund makes delivery of the foreign currency at or before
the settlement of a forward contract, it may be required to obtain the currency through the
conversion of assets of the Fund into the currency. The Fund may close out a forward contract
obligating it to purchase currency by selling an offsetting contract, in which case, it will realize a
gain or a loss.

The Fund enters into forward contracts in order to “lock in” the exchange rate between the
currency it will deliver and the currency it will receive for the duration of the contract. In
addition, the Fund may enter into forward contracts to hedge against risks arising from securities
the Fund owns or anticipates purchasing, or the U.S. dollar value of interest and dividends paid
on those securities. The Fund does not intend to enter into forward contracts on a regular or
continuing basis and the Fund will not enter these contracts for speculative purposes.

Foreign currency transactions involve certain costs and risks. The Fund incurs foreign exchange
expenses in converting assets from one currency to another. Forward contracts involve a risk of
loss if the Adviser is inaccurate in its prediction of currency movements. The projection of short-
term currency market movements is extremely difficult and the successful execution of a short-
term hedging strategy is highly uncertain. The precise matching of forward contract amounts and
the value of the securities involved is generally not possible. Accordingly, it may be necessary
for the Fund to purchase additional foreign currency if the market value of the security is less
than the amount of the foreign currency the Fund is obligated to deliver under the forward
contract and the decision is made to sell the security and make delivery of the foreign currency.
The use of forward contracts as a hedging technique does not eliminate fluctuations in the prices
of the underlying securities the Fund owns or intends to acquire, but it does fix a rate of exchange
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in advance. Although forward contracts can reduce the risk of loss due to a decline in the value of
the hedged currencies, they also limit any potential gain that might result from an increase in the
value of the currencies. There is also the risk that the other party to the transaction may fail to
deliver currency when due which may result in a loss to a Fund.

Debt Securities

The Fund may invest in a wide range of debt securities, which may investment grade debt
securities and below investment grade debt securities (commonly known as “junk bonds” or
“high yield bonds”). Investment grade corporate bonds are those rated BBB or better by
Standard & Poor’s Rating Service, Inc. (“S&P”) or Baa or better by Moody’s Investors Service,
Inc. (“Moody’s”) each of which are considered a nationally recognized statistical rating
organization (“NRSRO”). Securities rated BBB by S&P are considered investment grade, but
Moody’s considers securities rated Baa to have speculative characteristics. To the extent that the
Fund invests in below investment grade debt securities, such securities will be rated, at the time
of investment, at least B- by S&P or B3 by Moody’s or a comparable rating by at least one other
rating agency or, if unrated, determined by the Adviser to be of comparable quality. The Fund
may hold a debt security rated investment grade if a downgrade occurs after the security has been
purchased. See Appendix A for a description of corporate bond ratings.

Below Investment Grade Debt Securities. Below investment grade debt securities generally offer
a higher current yield than that available for investment grade issues. However, below investment
grade debt securities involve higher risks, in that they are especially subject to adverse changes in
general economic conditions and in the industries in which the issuers are engaged, to changes in
the financial condition of the issuers and to price fluctuations in response to changes in interest
rates. During periods of economic downturn or rising interest rates, highly leveraged issuers may
experience financial stress that could adversely affect their ability to make payments of interest
and principal and increase the possibility of default. At times in recent years, the prices of many
below investment grade debt securities declined substantially, reflecting an expectation that many
issuers of such securities might experience financial difficulties. As a result, the yields on below
investment grade debt securities rose dramatically, reflecting the risk that holders of such
securities could lose a substantial portion of their value as a result of the issuers’ financial
restructuring or default. There can be no assurance that such price declines will not recur. The
market for below investment grade debt issues generally is thinner and less active than that for
higher quality securities, which may limit the Fund’s ability to sell such securities at fair value in
response to changes in the economy or financial markets. Adverse publicity and investor
perceptions, whether or not based on fundamental analysis, may also decrease the values and
liquidity of below investment grade debt securities, especially in a thinly traded market. Changes
by recognized rating services in their rating of a debt security may affect the value of these
investments. The Fund will not necessarily dispose of a security when its rating is reduced below
its rating at the time of purchase. However, the Adviser will monitor the investment to determine
whether continued investment in the security will assist in meeting the Fund’s investment
objective.

Corporate Debt Securities. Corporate debt securities are fixed-income securities issued by

businesses to finance their operations, although corporate debt instruments may also include bank
loans to companies. Notes, bonds, debentures and commercial paper are the most common types
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of corporate debt securities, with the primary difference being their maturities and secured or un-
secured status. Commercial paper has the shortest term and is usually unsecured.

The broad category of corporate debt securities includes debt issued by domestic or foreign
companies of all kinds, including those with small-, mid- and large-capitalizations. Corporate
debt may be rated investment grade or below investment grade and may carry variable or floating
rates of interest.

Because of the wide range of types and maturities of corporate debt securities, as well as the
range of creditworthiness of its issuers, corporate debt securities have widely varying potentials
for return and risk profiles. For example, commercial paper issued by a large established
domestic corporation that is rated investment grade may have a modest return on principal, but
carries relatively limited risk. On the other hand, a long-term corporate note issued by a small
foreign corporation from an emerging market country that has not been rated may have the
potential for relatively large returns on principal, but carries a relatively high degree of risk.

Corporate debt securities carry credit risk, interest rate risk and prepayment risk. Credit risk is
the risk that a fund could lose money if the issuer of a corporate debt security is unable to pay
interest or repay principal when it is due. Some corporate debt securities that are rated below
investment grade are generally considered speculative because they present a greater risk of loss,
including default, than higher quality debt securities. The credit risk of a particular issuer’s debt
security may vary based on its priority for repayment. For example, higher ranking (senior) debt
securities have a higher priority than lower ranking (subordinated) securities. This means that the
issuer might not make payments on subordinated securities while continuing to make payments
on senior securities. In addition, in the event of bankruptcy, holders of higher-ranking senior
securities may receive amounts otherwise payable to the holders of more junior securities.

Interest rate risk is the risk that the value of certain corporate debt securities will tend to fall
when interest rates rise. In general, corporate debt securities with longer terms tend to fall more
in value when interest rates rise than corporate debt securities with shorter terms. Prepayment
risk occurs when issuers may prepay fixed rate debt securities when interest rates fall, forcing the
Fund to invest in securities with lower interest rates. Issuers of debt securities are also subject to
the provisions of bankruptcy, insolvency and other laws affecting the rights and remedies of
creditors that may restrict the ability of the issuer to pay, when due, the principal of and interest
on its debt securities. The possibility exists therefore, that, as a result of bankruptcy, litigation or
other conditions, the ability of an issuer to pay, when due, the principal of and interest on its debt
securities may become impaired.

Convertible Securities. Convertible securities include fixed income securities that may be
exchanged or converted into a predetermined number of shares of the issuer’s underlying
common stock or other equity security at the option of the holder during a specified period.
Convertible securities may take the form of convertible preferred stock, convertible bonds or
debentures, units consisting of “usable” bonds and warrants or a combination of the features of
several of these securities. The investment characteristics of each convertible security vary
widely, which allows convertible securities to be employed for a variety of investment strategies.
The Fund will exchange or convert convertible securities into shares of underlying common stock
when, in the opinion of the Adviser, the investment characteristics of the underlying common
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stock or other equity security will assist the Fund in achieving its investment objectives. The
Fund may also elect to hold or trade convertible securities. In selecting convertible securities, the
Adviser evaluates the investment characteristics of the convertible security as a fixed income
instrument, and the investment potential of the underlying equity security for capital
appreciation.

Zero-Coupon Securities. Zero-coupon securities make no periodic interest payments, but are
sold at a deep discount from their face value. The buyer recognizes a rate of return determined
by the gradual appreciation of the security, which is redeemed at face value on a specified
maturity date. The discount varies depending on the time remaining until maturity, as well as
market interest rates, liquidity of the security, and the issuer’s perceived credit quality. If the
issuer defaults, the holder may not receive any return on its investment. Because zero-coupon
securities bear no interest, their price fluctuates more than other types of bonds. Since zero-
coupon bondholders do not receive interest payments, when interest rates rise, zero-coupon
securities fall more dramatically in value than bonds paying interest on a current basis. When
interest rates fall, zero-coupon securities rise more rapidly in value because the bonds reflect a
fixed rate of return. An investment in zero-coupon may cause the Fund to recognize income and
make distributions to shareholders before it receives any cash payments on its investment.

Unrated Debt Securities. The Fund may also invest in unrated debt securities. Unrated debt,
while not necessarily lower in quality than rated securities, may not have as broad a market.
Because of the size and perceived demand for the issue, among other factors, certain issuers may
decide not to pay the cost of getting a rating for their bonds. The creditworthiness of the issuer,
as well as any financial institution or other party responsible for payments on the security, will be
analyzed to determine whether to purchase unrated bonds.

Yankee Bonds. The Fund may invest in Yankee bonds. Yankee bonds are U.S. dollar
denominated bonds typically issued in the U.S. by non-U.S. governments and their agencies and
non-U.S. banks and corporations. The fund may also invest in Yankee Certificates of Deposit
(*Yankee CDs”). Yankee CDs are U.S. dollar-denominated certificates of deposit issued by a
U.S. branch of a non-U.S. bank and held in the U.S. These investments involve risks that are
different from investments in securities issued by U.S. issuers, including potential unfavorable
political and economic developments, non-U.S. withholding or other taxes, seizure of non-U.S.
deposits, currency controls, interest limitations or other governmental restrictions which might
affect and create increased risk relative to payment of principal or interest.

Variable and Floating Rate Securities. Variable and floating rate securities provide for a periodic
adjustment in the interest rate paid on the obligations. The terms of such obligations must provide
that interest rates are adjusted periodically based upon an interest rate adjustment index as
provided in the respective obligations. The adjustment intervals may be regular, and range from
daily up to annually, or may be event based, such as based on a change in the prime rate. The
Fund may invest in floating rate debt instruments (“floaters”) and engage in credit spread trades.
The interest rate on a floater is a variable rate which is tied to another interest rate, such as a
money-market index or Treasury bill rate. The interest rate on a floater resets periodically,
typically every six months. While, because of the interest rate reset feature, floaters provide a
Fund with a certain degree of protection against rises in interest rates, a Fund will participate in
any declines in interest rates as well. A credit spread trade is an investment position relating to a
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difference in the prices or interest rates of two securities or currencies, where the value of the
investment position is determined by movements in the difference between the prices or interest
rates, as the case may be, of the respective securities or currencies. The Fund also may invest in
inverse floating rate debt instruments (“inverse floaters™). The interest rate on an inverse floater
resets in the opposite direction from the market rate of interest to which the inverse floater is
indexed. An inverse floating rate security may exhibit greater price volatility than a fixed rate
obligation of similar credit quality.

Restricted or Thinly Traded Securities

Restricted securities are less liquid than securities traded in the open market, therefore, the Fund
may not be able to readily sell such securities. Such securities are unlike securities that are traded
in the open market, which can be expected to be sold immediately if the market is adequate. The
sale price of securities that are not readily marketable may be lower or higher than the company’s
most recent determination of their fair value. In addition, the value of these securities typically
requires more reliance on the judgment of the Adviser than that required for securities for which
there is an active trading market. Due to the difficulty in valuing these securities and the absence
of an active trading market for these securities, the Fund may not be able to realize these
securities’ true value, or may have to delay their sale in order to do so.

Restricted securities generally can be sold in private transactions, pursuant to an exemption from
registration under the Securities Act of 1933, as amended (the “1933 Act”), or in a registered
public offering. If the issuer of the restricted securities has an effective registration statement on
file with the SEC covering the restricted securities, the Adviser has the ability to deem restricted
securities as liquid. To enable the Fund to sell its holdings of a restricted security not registered
under the 1933 Act, the Fund may have to cause those securities to be registered. When the Fund
must arrange registration because it wishes to sell the security, a considerable period may elapse
between the time the decision is made to sell the security and the time the security is registered so
that the Fund can sell it. The Fund would bear the risks of any downward price fluctuation during
that period.

In recent years, a large institutional market developed for certain securities that are not registered
under the 1933 Act, including private placements, repurchase agreements, commercial paper,
foreign securities and corporate bonds and notes. These instruments are often restricted securities
because the securities are either themselves exempt from registration or were sold in transactions
not requiring registration, such as Rule 144A transactions. Institutional investors generally will
not seek to sell these instruments to the general public, but instead will often depend on an
efficient institutional market in which such unregistered securities can be resold or on an issuer’s
ability to honor a demand for repayment. Therefore, the fact that there are contractual or legal
restrictions on resale to the general public or certain institutions is not dispositive of the liquidity
of such investments.

Rule 144A under the 1933 Act establishes a “safe harbor” from the registration requirements of
the 1933 Act for resales of certain securities to qualified institutional buyers. Institutional
markets for restricted securities that exist or may develop as a result of Rule 144A may provide
both readily ascertainable values for restricted securities and the ability to liquidate an
investment. An insufficient number of qualified institutional buyers interested in purchasing Rule
144A-eligible securities held by us, however, could affect adversely the marketability of such

13



portfolio securities and the Fund might be unable to dispose of such securities promptly or at
reasonable prices.

The Fund may also invest in securities that may not be restricted, but are thinly-traded. Although
securities of certain energy infrastructure companies trade on the New York Stock Exchange
(“NYSE”), NYSE Alternext U.S. (formerly known as AMEX), the NASDAQ National Market or
other securities exchanges or markets, such securities may have a trading volume lower than
those of larger companies due to their relatively smaller capitalizations. Such securities may be
difficult to dispose of at a fair price during times when the Adviser believes it is desirable to do
so. Thinly-traded securities are also more difficult to value and the Adviser’s judgment as to
value will often be given greater weight than market quotations, if any exist. If market quotations
are not available, thinly-traded securities will be valued in accordance with procedures
established by the Board. Investment of capital in thinly-traded securities may restrict our ability
to take advantage of market opportunities. The risks associated with thinly-traded securities may
be particularly acute in situations in which our operations require cash and could result in us
borrowing to meet our short term needs or incurring losses on the sale of thinly-traded securities.

Iliquid Securities

Illiquid securities in which the Fund may generally invest include direct placements in the
securities of listed companies or 144A debt securities. The Fund will not invest in private
companies. Historically, illiquid securities have included securities subject to contractual or legal
restrictions on resale because they have not been registered under the 1933 Act, securities which
are otherwise not readily marketable, and securities such as repurchase agreements having a
maturity of longer than seven days and purchased over-the-counter (“OTC”) options. Securities
which have not been registered under the 1933 Act are referred to as private placements or
restricted securities and are purchased directly from the issuer or in the secondary market. In
recent years, however, a large institutional market has developed for certain securities that are not
registered under the 1933 Act including commercial paper, foreign securities, and corporate
bonds and notes. Institutional investors depend on an efficient institutional market in which the
unregistered security can be readily resold or on an issuer’s ability to honor a demand for
repayment. The fact that there are contractual or legal restrictions on resale to the general public
or to certain institutions may not be indicative of the liquidity of such investments. The Board of
Trustees may determine that such securities are not illiquid securities notwithstanding their legal
or contractual restrictions on resale. In all other cases, however, securities subject to restrictions
on resale will be deemed illiquid. The Fund will determine a security to be illiquid if it cannot be
sold or disposed of in the ordinary course of business within seven days at the value at which the
Fund has valued the security. Factors considered in determining whether a security is illiquid
may include, but are not limited to: the frequency of trades and quotes for the security; the
number of dealers willing to purchase and sell the security and the number of potential
purchasers; the number of dealers who undertake to make a market in the security; the nature of
the security, including whether it is registered or unregistered, and the market place; whether the
security has been rated by an NRSRO; the period of time remaining until the maturity of a debt
instrument or until the principal amount of a demand instrument can be recovered through
demand; and the nature of any restrictions on resale. The Fund will not hold more than 15% of
the value of its net assets in illiquid securities.
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Investment Companies

The Fund may invest in other investment companies to the extent permitted by the 1940 Act. The
Fund generally may purchase or redeem, without limitation, shares of any affiliated or
unaffiliated money market funds, including unregistered money market funds, so long as the
Fund does not pay a sales load or service fee in connection with the purchase, sale or redemption
or if such fees are paid, and the Fund’s investment adviser waives its management fee in an
amount necessary to offset the amounts paid. With respect to other investments in investments
companies, the 1940 Act generally limits the Fund from acquiring (i) more than 3% of the total
outstanding shares of another investment company; (ii) shares of another investment company
having an aggregate value in excess of 5% of the value of the total assets of the Fund; or (iii)
shares of another registered investment company and all other investment companies having an
aggregate value in excess of 10% of the value of the total assets of the Fund.

Investments by the Fund in other investment companies will be subject to the limitations of the
1940 Act (including limitations on sales charges), and the rules and regulations thereunder. By
investing in securities of an investment company, the Fund’s shareholders will indirectly bear the
fees and expenses of that underlying fund in addition to a Fund’s own fees and expenses.

Closed-End Funds. Closed-end funds are investment companies that typically issue a fixed
number of shares that trade on a securities exchange or over-the-counter. The risks of investment
in closed-end funds typically reflect the risk of the types of securities in which the funds invest.
Investments in closed-end funds are subject to the additional risk that shares of the fund may
trade at a premium or discount to their net asset value per share. Closed-end funds come in many
varieties and can have different investment objectives, strategies and investment portfolios. They
also can be subject to different risks, volatility and fees and expenses. When the Fund invests in
shares of a closed-end fund, shareholders of the Fund bear their proportionate share of the closed-
end fund’s fees and expenses, as well as their share of the Fund’s fees and expenses.

Open-End Mutual Funds. Open-end mutual funds are investment companies that issue new
shares continuously and redeem shares daily. The risks of investment of open-end mutual funds
typically reflect securities in which the funds invest. The net asset value per share of an open-end
fund will fluctuate daily depending upon the performance of the securities held by the fund. Each
open-end fund may have a different investment objective and strategy and different investment
portfolio. Different funds may also be subject to different risks, volatility and fees and expenses.
When a Fund invests in shares of an open-end fund, shareholders of the Fund bear their
proportionate share of the open-end funds’ fees and expenses, as well as their share of the Fund’s
fees and expenses.

Exchange-Traded Funds. Exchange Traded Funds (“ETFs”) are typically open-end investment
companies that are bought and sold on a national securities exchange. When the Fund invests in
an ETF, it will bear additional expenses based on its pro rata share of the ETF’s operating
expenses, including the potential duplication of management fees. The risk of owning an ETF
generally reflects the risks of owning the underlying securities it holds. Many ETFs seek to
replicate a specific benchmark index. However, an ETF may not fully replicate the performance
of its benchmark index for many reasons, including because of the temporary unavailability of
certain index securities in the secondary market or discrepancies between the ETF and the index
with respect to the weighting of securities or the number of stocks held. Lack of liquidity in an
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ETF could result in an ETF being more volatile than the underlying portfolio of securities it
holds. In addition, because of ETF expenses, compared to owning the underlying securities
directly, it may be more costly to own an ETF.

If the Fund invests in shares of an ETF, shareholders will indirectly bear fees and expenses
charged by the underlying ETF in which the Fund invests in addition to the Fund’s direct fees
and expenses. The Fund also will incur brokerage costs when it purchases ETFs. Furthermore,
investments in other ETFs could affect the timing, amount and character of distributions to
shareholders and therefore may increase the amount of taxes payable by investors in the Fund.

Exchange-Traded Notes

Exchange-traded notes (“ETNs”) are senior, unsecured, unsubordinated debt securities whose
returns are linked to the performance of a particular market benchmark or strategy minus
applicable fees. ETNs are traded on an exchange (e.g., the New York Stock Exchange) during
normal trading hours. However, investors can also hold the ETN until maturity. At maturity, the
issuer pays to the investor a cash amount equal to the principal amount, subject to the day's
market benchmark or strategy factor. ETNs do not make periodic coupon payments or provide
principal protection. ETNs are subject to credit risk and the value of the ETN may drop due to a
downgrade in the issuer's credit rating, despite the underlying market benchmark or strategy
remaining unchanged. The value of an ETN may also be influenced by time to maturity, issuer
call options, level of supply and demand for the ETN, volatility and lack of liquidity in
underlying assets, changes in the applicable interest rates, changes in the issuer's credit rating,
and economic, legal, political, or geographic events that affect the referenced underlying asset.
When a Fund invests in ETNs it will bear its proportionate share of any fees and expenses borne
by the ETN. A Fund's decision to sell its ETN holdings may be limited by the availability of a
secondary market. In addition, although an ETN may be listed on an exchange, the issuer may
not be required to maintain the listing and there can be no assurance that a secondary market will
exist for an ETN. ETNs are also subject to tax risk. No assurance can be given that the IRS will
accept, or a court will uphold, how the Funds characterize and treat ETNs for tax purposes.
Further, the IRS and Congress are considering proposals that would change the timing and
character of income and gains from ETNs. An ETN that is tied to a specific market benchmark or
strategy may not be able to replicate and maintain exactly the composition and relative weighting
of securities, commaodities or other components in the applicable market benchmark or strategy.
Some ETNs that use leverage can, at times, be relatively illiquid and, thus, they may be difficult
to purchase or sell at a fair price. Leveraged ETNs are subject to the same risk as other
instruments that use leverage in any form. The market value of ETN shares may differ from their
market benchmark or strategy. This difference in price may be due to the fact that the supply and
demand in the market for ETN shares at any point in time is not always identical to the supply
and demand in the market for the securities, commodities or other components underlying the
market benchmark or strategy that the ETN seeks to track. As a result, there may be times when
an ETN share trades at a premium or discount to its market benchmark or strategy.

Options, Futures and Other Strategies

General. The Fund may use certain options (both traded on an exchange and OTC), futures
contracts (sometimes referred to as “futures”) and options on futures contracts (collectively,
“Financial Instruments”) as a substitute for a comparable market position in the underlying
security, to attempt to hedge or limit the exposure of a particular portfolio security, to create a
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synthetic money market position, for certain tax-related purposes and to close out previously
established options and futures positions.

The use of Financial Instruments may be subject to applicable regulations of the SEC, the several
exchanges upon which they are traded and the Commodity Futures Trading Commission (the
“CFTC”). In addition, the Fund’s ability to use Financial Instruments may be limited by tax
considerations. Pursuant to a claim for exemption filed with the National Futures Association on
behalf of the Fund, the Fund is not deemed to be a commodity pool operator or a commodity
pool under the Commodity Exchange Act and is not subject to registration or regulation as such
under the Commodity Exchange Act. In addition to the instruments, strategies and risks
described below, the Adviser may discover additional opportunities in connection with Financial
Instruments and other similar or related techniques. These new opportunities may become
available as the Adviser develops new investment techniques, as regulatory authorities broaden
the range of permitted transactions and as new Financial Instruments or other techniques are
developed. The Adviser may utilize these opportunities to the extent that they are consistent with
the Fund’s investment objective and permitted by the Fund’s investment limitations and
applicable regulatory authorities. The Prospectus or this SAI will be supplemented to the extent
that new products or techniques involve materially different risks than those described below.

Special Risks. The use of Financial Instruments involves special considerations and risks, certain
of which are described below. Risks pertaining to particular Financial Instruments are described
in the sections that follow.

(@) Successful use of most Financial Instruments depends upon the Adviser’s ability to
predict movements of the overall securities markets, which requires different skills than
predicting changes in the prices of individual securities. The ordinary spreads between prices in
the cash and futures markets, due to the differences in the natures of those markets, are subject to
distortion. Due to the possibility of distortion, a correct forecast of stock market trends by the
Adviser may still not result in a successful transaction. The Adviser may be incorrect in its
expectations as to the extent of market movements or the time span within which the movements
take place, which, thus, may result in the strategy being unsuccessful.

(2 Options and futures prices can diverge from the prices of their underlying instruments.
Options and futures prices are affected by such factors as current and anticipated short-term
interest rates, changes in volatility of the underlying instrument and the time remaining until
expiration of the contract, which may not affect security prices the same way. Imperfect or no
correlation also may result from differing levels of demand in the options and futures markets
and the securities markets, from structural differences in how options and futures and securities
are traded, and from the imposition of daily price fluctuation limits or trading halts.

(3) As described below, the Fund might be required to maintain assets as “cover,” maintain
segregated accounts or make margin payments when it takes positions in Financial Instruments
involving obligations to third parties (e.g., Financial Instruments other than purchased options).
If the Fund is unable to close out its positions in such Financial Instruments, it might be required
to continue to maintain such assets or accounts or make such payments until the position expired
or matured. These requirements might impair the Fund’s ability to sell a portfolio security or
make an investment when it would otherwise be favorable to do so or require that the Fund sells
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a portfolio security at a disadvantageous time. The Fund’s ability to close out a position in a
Financial Instrument prior to expiration or maturity depends on the existence of a liquid
secondary market or, in the absence of such a market, the ability and willingness of the other
party to the transaction (the “counter-party”) to enter into a transaction closing out the position.
Therefore, there is no assurance that any position can be closed out at a time and price that is
favorable to the Fund.

4) Losses may arise due to unanticipated market price movements, lack of a liquid
secondary market for any particular instrument at a particular time or due to losses from
premiums paid by the Fund on options transactions.

Cover. Transactions using Financial Instruments, other than purchasing options, expose the Fund
to an obligation to another party. The Fund will not enter into any such transactions unless it
owns either (1) an offsetting (“covered”) position in securities or other options or futures
contracts or (2) cash and liquid assets with a value, marked-to-market daily, sufficient to cover its
potential obligations to the extent not covered as provided in (1) above. The Fund will comply
with SEC guidelines regarding cover for these instruments and will, if the guidelines so require,
set aside cash or liquid assets in an account with its custodian, U.S. Bank, N.A. (the
“Custodian”), in the prescribed amount as determined daily.

Assets used as cover or held in an account cannot be sold while the position in the corresponding
Financial Instrument is open, unless they are replaced with other appropriate assets. As a result,
the commitment of a large portion of the Fund’s assets to cover obligations under Financial
Instruments could impede portfolio management or the Fund’s ability to meet redemption
requests or other current obligations.

Options. The value of an option position will reflect, among other things, the current market
value of the underlying investment, the time remaining until expiration, the relationship of the
exercise price to the market price of the underlying investment and general market conditions.
Options that expire unexercised have no value. Options currently are traded on the Chicago
Board Options Exchange (“CBOE”), the American Stock and Options Exchange (“AMEX”) and
other exchanges, as well as the OTC markets.

By buying a call option on a security, the Fund has the right, in return for the premium paid, to
buy the security underlying the option at the exercise price. By writing (selling) a call option and
receiving a premium, the Fund becomes obligated during the term of the option to deliver
securities underlying the option at the exercise price if the option is exercised. The Fund will
only write call options on securities it holds in its portfolio (i.e., covered calls). By buying a put
option, the Fund has the right, in return for the premium, to sell the security underlying the option
at the exercise price. By writing a put option and receiving a premium, the Fund becomes
obligated during the term of the option to purchase the securities underlying the option at the
exercise price.

Because options premiums paid or received by the Fund are small in relation to the market value

of the investments underlying the options, buying and selling put and call options can be more
speculative than investing directly in securities.

18



The Fund may effectively terminate its right or obligation under an option by entering into a
closing transaction. For example, the Fund may terminate an obligation under a call option or
put option that it has written by purchasing an identical call option or put option. This is known
as a closing purchase transaction. Conversely, the Fund may terminate a position in a put or call
option it had purchased by writing an identical put or call option. This is known as a closing sale
transaction. Closing transactions permit the Fund to realize profits or limit losses on an option
position prior to its exercise or expiration.

Risks of Options on Commodities, Currencies and Securities. Exchange-traded options in the
United States are issued by a clearing organization affiliated with the exchange on which the
option is listed that, in effect, guarantees completion of every exchange-traded option transaction.
In contrast, OTC options are contracts between the Fund and its counter-party (usually a
securities dealer or a bank) with no clearing organization guarantee. Thus, when the Fund
purchases an OTC option, it relies on the counter-party from whom it purchased the option to
make or take delivery of the underlying investment upon exercise of the option. Failure by the
counter-party to do so would result in the loss of any premium paid by the Fund as well as the
loss of any expected benefit of the transaction.

The Fund’s ability to establish and close out positions in exchange-traded options depends on the
existence of a liquid market. However, there can be no assurance that such a market will exist at
any particular time. Closing transactions can be made for OTC options only by negotiating
directly with the counter-party or by a transaction in the secondary market if any such market
exists. There can be no assurance that the Fund will in fact be able to close out an OTC option
position at a favorable price prior to expiration. In the event of insolvency of the counter-party,
the Fund might be unable to close out an OTC option position at any time prior to its expiration.

If the Fund were unable to affect a closing transaction for an option it had purchased, it would
have to exercise the option to realize any profit. The inability to enter into a closing purchase
transaction for a covered call option written by the Fund could cause material losses because the
Fund would be unable to sell the investment used as cover for the written option until the option
expires or is exercised.

Options on Indices. An index fluctuates with changes in the market values of the securities
included in the index. Options on indices give the holder the right to receive an amount of cash
upon exercise of the option. Receipt of this cash amount will depend upon the closing level of
the index upon which the option is based being greater than (in the case of a call) or less than (in
the case of put) the exercise price of the option. Some stock index options are based on a broad
market index such as the S&P 500 Index, the NYSE Composite Index or the AMEX Major
Market Index or on a narrower index such as the Philadelphia Stock Exchange Over-the-Counter
Index.

Each of the exchanges has established limitations governing the maximum number of call or put
options on the same index that may be bought or written by a single investor, whether acting
alone or in concert with others (regardless of whether such options are written on the same or
different exchanges or are held or written on one or more accounts or through one or more
brokers). Under these limitations, option positions of all investment companies advised by the
Adviser are combined for purposes of these limits. Pursuant to these limitations, an exchange
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may order the liquidation of positions and may impose other sanctions or restrictions. These
position limits may restrict the number of listed options that the Fund may buy or sell.

Puts and calls on indices are similar to puts and calls on securities except that all settlements are
in cash and gain or loss depends on changes in the index in question rather than on price
movements in individual securities. When the Fund writes a call on an index, it receives a
premium and agrees that, prior to the expiration date, the purchaser of the call, upon exercise of
the call, will receive from the Fund an amount of cash if the closing level of the index upon
which the call is based is greater than the exercise price of the call. The amount of cash is equal
to the difference between the closing price of the index and the exercise price of the call times a
specified multiple (“multiplier”). When the Fund buys a call on an index, it pays a premium and
has the same rights to such call as are indicated above. When the Fund buys a put on an index, it
pays a premium and has the right, prior to the expiration date, to require the seller of the put,
upon the Fund’s exercise of the put, to deliver to the Fund an amount of cash if the closing level
of the index upon which the put is based is less than the exercise price of the put, which amount
of cash is determined by the multiplier, as described above for calls. When the Fund writes a put
on an index, it receives a premium and the purchaser of the put has the right, prior to the
expiration date, to require the Fund to deliver to it an amount of cash equal to the difference
between the closing level of the index and the exercise price times the multiplier if the closing
level is less than the exercise price.

Risks of Options on Indices. If the Fund has purchased an index option and exercises it before
the closing index value for that day is available, it runs the risk that the level of the underlying
index may subsequently change. If such a change causes the exercised option to fall out-of-the-
money, the Fund will be required to pay the difference between the closing index value and the
exercise price of the option (times the applicable multiplier) to the assigned writer.

Futures Contracts and Options on Futures Contracts. A futures contract obligates the seller to
deliver (and the purchaser to take delivery of) the specified security on the expiration date of the
contract. An index futures contract obligates the seller to deliver (and the purchaser to take) an
amount of cash equal to a specific dollar amount times the difference between the value of a
specific index at the close of the last trading day of the contract and the price at which the
agreement is made. No physical delivery of the underlying securities in the index is made.

When the Fund writes an option on a futures contract, it becomes obligated, in return for the
premium received, to assume a position in the futures contract at a specified exercise price at any
time during the term of the option. If the Fund writes a call, it assumes a short futures position.
If the Fund writes a put, it assumes a long futures position. When the Fund purchases an option
on a futures contract, it acquires the right in return for the premium it pays to assume a position
in a futures contract (a long position if the option is a call and a short position if the option is a

put).

Whether the Fund realizes a gain or loss from futures activities depends upon movements in the
underlying security or index. The extent of the Fund’s loss from an unhedged short position in
futures contracts or from writing unhedged call options on futures contracts is potentially
unlimited. The Fund only purchases and sells futures contracts and options on futures contracts
that are traded on a U.S. exchange or board of trade.
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No price is paid upon entering into a futures contract. Instead, at the inception of a futures
contract the Fund is required to deposit “initial margin” in an amount generally equal to 10% or
less of the contract value. Margin also must be deposited when writing a call or put option on a
futures contract, in accordance with applicable exchange rules. Unlike margin in securities
transactions, initial margin does not represent a borrowing, but rather is in the nature of a
performance bond or good-faith deposit that is returned to the Fund at the termination of the
transaction if all contractual obligations have been satisfied. Under certain circumstances, such
as periods of high volatility, the Fund may be required by an exchange to increase the level of its
initial margin payment, and initial margin requirements might be increased generally in the future
by regulatory action.

Subsequent “variation margin” payments are made to and from the futures commission merchant
daily as the value of the futures position varies, a process known as “marking-to-market.”
Variation margin does not involve borrowing, but rather represents a daily settlement of the
Fund’s obligations to or from a futures commission merchant. When the Fund purchases an
option on a futures contract, the premium paid plus transaction costs is all that is at risk. In
contrast, when the Fund purchases or sell a futures contract or writes a call or put option thereon,
it is subject to daily variation margin calls that could be substantial in the event of adverse price
movements. If the Fund has insufficient cash to meet daily variation margin requirements, it
might need to sell securities at a time when such sales are disadvantageous.

Purchasers and sellers of futures contracts and options on futures can enter into offsetting closing
transactions, similar to closing transactions in options, by selling or purchasing, respectively, an
instrument identical to the instrument purchased or sold. Positions in futures and options on
futures contracts may be closed only on an exchange or board of trade that provides a secondary
market. However, there can be no assurance that a liquid secondary market will exist for a
particular contract at a particular time. In such event, it may not be possible to close a futures
contract or options position.

Under certain circumstances, futures exchanges may establish daily limits on the amount that the
price of a futures contract or an option on a futures contract can vary from the previous day’s
settlement price. Once that limit is reached, no trades may be made that day at a price beyond the
limit. Daily price limits do not limit potential losses because prices could move to the daily limit
for several consecutive days with little or no trading, thereby preventing liquidation of
unfavorable positions.

If the Fund were unable to liquidate a futures contract or an option on a futures position due to
the absence of a liquid secondary market or the imposition of price limits, it could incur
substantial losses. The Fund would continue to be subject to market risk with respect to the
position. In addition, except in the case of purchased options, the Fund would continue to be
required to make daily variation margin payments and might be required to maintain cash or
liquid assets in an account.

Risks of Futures Contracts and Options Thereon. The ordinary spreads between prices in the
cash and futures markets (including the options on futures markets), due to differences in the
natures of those markets, are subject to the following factors, which may create distortions. First,
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all participants in the futures market are subject to margin deposit and maintenance requirements.
Rather than meeting additional margin deposit requirements, investors may close futures
contracts through offsetting transactions, which could distort the normal relationships between
the cash and futures markets. Second, the liquidity of the futures market depends on participants
entering into offsetting transactions rather than making or taking delivery. To the extent
participants decide to make or take delivery, liquidity in the futures market could be reduced,
thus producing distortion. Third, from the point of view of speculators, the deposit requirements
in the futures market are less onerous than margin requirements in the securities market.
Therefore, increased participation by speculators in the futures market may cause temporary price
distortions.

Combined Positions. The Fund may purchase and write options in combination with each other.
For example, the Fund may purchase a put option and write a call option on the same underlying
instrument in order to construct a combined position whose risk and return characteristics are
similar to selling a futures contract. Another possible combined position would involve writing a
call option at one strike price and buying a call option at a lower price, in order to reduce the risk
of the written call option in the event of a substantial price increase. Because combined options
positions involve multiple trades, they result in higher transaction costs and may be more difficult
to open and close out.

Temporary Defensive Positions and Cash Investments

The Fund may invest up to 100% of its total assets in cash, high-quality short-term debt securities
and money market instruments for temporary defensive purposes in response to adverse market,
economic, political or other conditions, and to retain flexibility in meeting redemptions and
paying expenses. These short-term debt securities and money market instruments include cash
equivalents, shares of other mutual funds, commercial paper, certificates of deposit, bankers’
acceptances, time deposits, U.S. government securities and repurchase agreements. Taking a
temporary defensive position may result in the Fund not achieving its investment objective. A
defensive position, taken at the wrong time, may have an adverse impact on the Fund’s
performance. Furthermore, to the extent that the Fund invests in money market mutual funds for
its cash position, there will be some duplication of expenses because the Fund will bear its pro
rata portion of such money market funds’ management fees and operational expenses.

For longer periods of time, the Fund may hold a substantial position in cash and cash equivalents.
If the market advances during periods when the Fund is holding a large cash position, the Fund
may not participate to the extent it would have if the Fund had been more fully invested, and this
may result in the Fund not achieving its investment objective during that period.

Investments in high quality, short-term debt securities and money market instruments are subject
to credit risk and interest rate risk although to a lesser extent than longer-term debt securities due
to their short-term, significant liquidity, and the high credit quality typically associated with the
issues of such securities.
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The Fund may invest in any of the following securities and instruments:

Money Market Mutual Funds. Generally, money market mutual funds seek to earn income
consistent with the preservation of capital and maintenance of liquidity. They primarily invest in
high quality money market obligations, including U.S. government obligations, bank obligations
and high-grade corporate instruments. These investments generally mature within 397 days from
the date of purchase. An investment in a money market mutual fund is not a bank deposit and is
not insured or guaranteed by the Federal Deposit Insurance Corporation or any government
agency.

To the extent that the Fund invests in money market funds, your cost of investing in the Fund
will generally be higher since you will indirectly bear fees and expenses charged by the
underlying money market mutual funds in addition to the Fund’s direct fees and expenses.
Furthermore, investing in money market funds could affect the timing, amount and character of
distributions to you and therefore may increase the amount of taxes payable by you.

Bank Certificates of Deposit, Bankers’ Acceptances and Time Deposits. The Fund may acquire
certificates of deposit, bankers’ acceptances and time deposits. Certificates of deposit are
negotiable certificates issued against monies deposited in a commercial bank for a definite period
of time and earning a specified return. Bankers’ acceptances are negotiable drafts or bills of
exchange, normally drawn by an importer or exporter to pay for specific merchandise, which are
“accepted” by a bank, meaning in effect that the bank unconditionally agrees to pay the face
value of the instrument on maturity. Certificates of deposit and bankers’ acceptances acquired by
the Fund will be dollar-denominated obligations of domestic or foreign banks or financial
institutions which at the time of purchase have capital, surplus and undivided profits in excess of
$100 million (including assets of both domestic and foreign branches), based on latest published
reports, or less than $100 million if the principal amount of such bank obligations are fully
insured by the U.S. government.

In addition to purchasing certificates of deposit and bankers’ acceptances, to the extent permitted
under the investment objective and policies stated above and in the Prospectus, the Fund may
make interest-bearing time or other interest-bearing deposits in commercial or savings banks.
Time deposits are non-negotiable deposits maintained at a banking institution for a specified
period of time at a specified interest rate.

Commercial Paper, Short-Term Notes and Other Corporate Obligations. The Fund may invest a
portion of its assets in commercial paper and short-term notes. Commercial paper consists of
unsecured promissory notes issued by corporations. Issues of commercial paper and short-term
notes will normally have maturities of less than nine months and fixed rates of return, although
such instruments may have maturities of up to one year.

Commercial paper and short-term notes will consist of issues rated at the time of purchase “A-2"
or higher by S&P, “Prime-1" or “Prime-2” by Moody’s, or similarly rated by another nationally
recognized statistical rating organization or, if unrated, will be determined by the Adviser to be of
comparable quality.
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Corporate obligations include bonds and notes issued by corporations to finance longer-term
credit needs than supported by commercial paper. While such obligations generally have
maturities of ten years or more, the Fund may purchase corporate obligations which have
remaining maturities of one year or less from the date of purchase and which are rated “A” or
higher by S&P or “A” or higher by Moody’s.

U.S. Government Obligations. The Fund may invest in U.S. government obligations. U.S.
government obligations include securities issued or guaranteed as to principal and interest by the
U.S. government, its agencies or instrumentalities. Treasury bills, the most frequently issued
marketable government securities, have a maturity of up to one year and are issued on a discount
basis. U.S. government obligations include securities issued or guaranteed by government-
sponsored enterprises.

Payment of principal and interest on U.S. government obligations may be backed by the full faith
and credit of the United States or may be backed solely by the issuing or guaranteeing agency or
instrumentality itself. In the latter case, the investor must look principally to the agency or
instrumentality issuing or guaranteeing the obligation for ultimate repayment, which agency or
instrumentality may be privately owned. There can be no assurance that the U.S. government
would provide financial support to its agencies or instrumentalities, including government-
sponsored enterprises, where it is not obligated to do so (see “Agency Obligations,” below). In
addition, U.S. government obligations are subject to fluctuations in market value due to
fluctuations in market interest rates. As a general matter, the value of debt instruments, including
U.S. government obligations, declines when market interest rates increase and rises when market
interest rates decrease. Certain types of U.S. government obligations are subject to fluctuations
in yield or value due to their structure or contract terms.

Repurchase Agreements

The Fund may enter into repurchase agreements. Under such agreements, the Fund agrees to
purchase U.S. government obligations from a counterparty and the counterparty agrees to
repurchase the securities at a mutually agreed upon time and price. The repurchase price may be
higher than the purchase price, the difference being income to the Fund, or the purchase and
repurchase prices may be the same, with interest at a stated rate due to the Fund together with the
repurchase price on repurchase. In either case, the income to the Fund is unrelated to the interest
rate on the security itself. Such repurchase agreements will be made only with banks with assets
of $500 million or more that are insured by the Federal Deposit Insurance Corporation or with
government securities dealers recognized by the Federal Reserve Board and registered as broker-
dealers with the SEC or exempt from such registration. The Fund will generally enter into
repurchase agreements of short durations, from overnight to one week, although the underlying
securities generally have longer maturities. The Fund may not enter into a repurchase agreement
with more than seven days to maturity if, as a result, more than 15% of the value of the Fund’s
net assets would be invested in illiquid securities including such repurchase agreements.

For purposes of the 1940 Act, a repurchase agreement is deemed to be a loan from the Fund to
the seller of the U.S. government obligations that are subject to the repurchase agreement. It is
not clear whether a court would consider the U.S. government obligations to be acquired by the
Fund subject to a repurchase agreement as being owned by the Fund or as being collateral for a
loan by the Fund to the seller. In the event of the commencement of bankruptcy or insolvency
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proceedings with respect to the seller of the U.S. government obligations before its repurchase
under a repurchase agreement, the Fund could encounter delays and incur costs before being able
to sell the underlying U.S. government obligations. Delays may involve loss of interest or a
decline in price of the U.S. government obligations. If a court characterizes the transaction as a
loan and the Fund has not perfected a security interest in the U.S. government obligations, the
Fund may be required to return the securities to the seller’s estate and be treated as an unsecured
creditor of the seller. As an unsecured creditor, the Fund would be at the risk of losing some or
all of the principal and income involved in the transaction. As with any unsecured debt
instrument purchased for the Fund, the Adviser seeks to minimize the risk of loss through
repurchase agreements by analyzing the creditworthiness of the other party, in this case the seller
of the U.S. government security.

Apart from the risk of bankruptcy or insolvency proceedings, there is also the risk that the seller
may fail to repurchase the U.S. government obligations. However, the Fund will always receive
as collateral for any repurchase agreement to which it is a party securities acceptable to the
Adviser, the market value of which is equal to at least 100% of the repurchase price, and the
Fund will make payment against such securities only upon physical delivery or evidence of book
entry transfer to the account of its Custodian. If the market value of the U.S. government
obligations subject to the repurchase agreement become less than the repurchase price (including
interest), the Fund will direct the seller of the U.S. government obligations to deliver additional
securities so that the market value of all securities subject to the repurchase agreement will equal
or exceed the repurchase price. It is possible that the Fund could be unsuccessful in seeking to
enforce on the seller a contractual obligation to deliver additional securities.

Reverse Repurchase Agreements

The Fund may enter into reverse repurchase agreements for temporary purposes with banks and
securities dealers if the creditworthiness of the bank or securities dealer has been determined by
the Adviser to be satisfactory. A reverse repurchase agreement is a repurchase agreement in
which the Fund is the seller of, rather than the investor in, securities and agrees to repurchase
them at an agreed-upon time and price. Use of a reverse repurchase agreement may be preferable
to a regular sale and later repurchase of securities because it avoids certain market risks and
transaction costs.

At the time when the Fund enters into a reverse repurchase agreement, liquid assets (such as
cash, U.S. government securities or other “high-grade” debt obligations) of the Fund’s having a
value at least as great as the purchase price of the securities to be purchased will be segregated on
the Fund’s books and held by the Custodian throughout the period of the obligation. The use of
reverse repurchase agreements by the Fund creates leverage which increases its investment risk.
If the income and gains on securities purchased with the proceeds of these transactions exceed
the cost, the Fund’s earnings or net asset value will increase faster than otherwise would be the
case; conversely, if the income and gains fail to exceed the cost, earnings or net asset value
would decline faster than otherwise would be the case. The Fund intends to enter into reverse
repurchase agreements only if the income from the investment of the proceeds is expected to be
greater than the expense of the transaction, because the proceeds are invested for a period no
longer than the term of the reverse repurchase agreement.
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Borrowing

The Fund may borrow money from banks in amounts of up to one-third of its total assets
(including the amount borrowed) less liabilities (other than borrowings). Any such borrowing
that comes to exceed this amount will be reduced within three days (not including Sundays and
holidays) to the extent necessary to comply with the one-third limitation.

In addition, the Fund is authorized to borrow money from time to time for temporary,
extraordinary or emergency purposes, including addressing liquidity concerns or meeting
redemption requests, or for clearance of transactions. The use of borrowing by the Fund involves
special risk considerations that may not be associated with other funds having similar objectives
and policies. Because substantially all of a Fund’s assets fluctuate in value, while the interest
obligation resulting from a borrowing will be fixed by the terms of the Fund’s agreement with its
lender, the net asset value per share of the Fund will tend to increase more when its portfolio
securities increase in value and to decrease more when its portfolio assets decrease in value than
would otherwise be the case if the Fund did not borrow funds. In addition, interest costs on
borrowings may fluctuate with changing market rates of interest and may partially offset or
exceed the return earned on borrowed funds. Under adverse market conditions, the Fund might
have to sell portfolio securities to meet interest or principal payments at a time when fundamental
investment considerations would not favor such sales.

RIC Compliance

In order to qualify as a RIC for federal income tax purposes, the Fund must diversify its holdings
so that, at the end of each quarter (i) at least 50% of the value of the Fund’s total assets is
represented by cash and cash items, U.S. government securities, the securities of other RICs and
other securities, with such other securities limited for purposes of such calculation, in respect of
any one issuer, to an amount not greater than 5% of the value of the Fund’s total assets and not
more than 10% of the outstanding voting securities of such issuer, and (ii) not more than 25% of
the value of the Fund’s total assets is invested in the securities of any one issuer (other than U.S.
government securities or the securities of other RICs), the securities (other than the securities of
other RICs) of any two or more issuers that the Fund controls and that are engaged in the same
trade or business or similar or related trades or businesses, or the securities of one or more
qualified publicly traded partnerships (which includes MLPs). An inherent risk associated with
any investment concentration is that the Fund may be adversely affected if one or two of its
investments perform poorly. Given the Fund’s investments in MLPs and other entities that are
treated as partnerships for U.S. federal income tax purposes, compliance with the qualifying
income and asset diversification tests applicable to RICs presents unusual challenges and will
require careful, ongoing monitoring.. There can be no assurance, however, that the Fund will
succeed under all circumstances in ensuring that the Fund meets the requirements for RIC status,
particularly given that certain determinations may not be free from doubt. If the Fund fails to
qualify as a RIC for tax purposes, this would have a negative impact on the Fund and its
shareholders. The Fund will not be required to reduce a position due solely to market value
fluctuations in order to comply with the 25% limitation in publicly traded partnerships, inclusive
of MLP investments, but will not be able to purchase additional MLP securities unless the Fund
is in compliance with the restriction.
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Taxes

The Fund has elected to be treated, and intends to qualify each year, as a RIC. To maintain its
qualification for federal income tax purposes as a RIC under the Code, it must meet certain
source-of-income, asset diversification and annual distribution requirements. If for any taxable
year it fails to qualify for the special federal income tax treatment afforded to RICs, all of its
taxable income will be subject to federal income tax at regular corporate rates (without any
deduction for distributions to the Fund’s shareholders) and its income available for distribution
will be reduced.

Fundamental and Non-Fundamental Investment Limitations

The Trust (on behalf of the Fund) has adopted the following restrictions as fundamental policies,
which may not be changed without the favorable “vote of the holders of a majority of the
outstanding voting securities” of the Fund, as defined under the 1940 Act. Under the 1940 Act,
the “vote of the holders of a majority of the outstanding voting securities” means the vote of the
holders of the lesser of (i) 67% of the shares of the Fund represented at a meeting at which the
holders of more than 50% of its outstanding shares are represented; or (ii) more than 50% of the
outstanding shares of the Fund.

The Fund may not:

1. Issue senior securities, borrow money or pledge its assets, except that (i) the Fund
may borrow from banks in amounts not exceeding one-third of its total assets (including
the amount borrowed) less liabilities (other than borrowings); and (ii) this restriction shall
not prohibit the Fund from engaging in options transactions, reverse repurchase
agreements, purchasing securities on a when-issued, delayed delivery or forward delivery
basis or short sales in accordance with its objectives and strategies;

2. Underwrite the securities of other issuers (except that the Fund may engage in
transactions involving the acquisition, disposition or resale of its portfolio securities
under circumstances where it may be considered to be an underwriter under the 1933
Act);

3. Purchase or sell real estate or interests in real estate, unless acquired as a result of
ownership of securities (although the Fund may purchase and sell securities which are
secured by real estate and securities of companies that invest or deal in real estate,
including REITS);

4, Purchase or sell physical commodities or commodities contracts, unless acquired
as a result of ownership of securities or other instruments and provided that this
restriction does not prevent the Fund from engaging in transactions involving currencies
and futures contracts and options thereon or investing in securities or other instruments
that are secured by physical commodities;

5. Make loans of money (except for the lending of the Fund’s portfolio securities
and purchases of debt securities consistent with the investment policies of the Fund);
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6. Invest, 25% or more of the Fund’s total assets in any particular industry or group
of industries, except that the Fund will concentrate its assets in the industry constituting
the energy infrastructure industry, and the foregoing does not apply to securities issued or
guaranteed by the U.S. government, its agencies or instrumentalities;

7. With respect to 75% of the Fund’s total assets, the Fund may not purchase the
securities of any issuer (other than securities issued or guaranteed by the U.S.
government or any of its agencies or instrumentalities, or, to the extent permitted by the
1940 Act, the rules and regulations thereunder and any applicable exemptive relief,
securities of other investment companies) if, as a result, (1) more than 5% of the Fund’s
total assets would be invested in the securities of that issuer; or (2) the Fund would hold
more than 10% of the outstanding voting securities of that issuer.

The following lists the non-fundamental investment restrictions applicable to the Fund. These
restrictions can be changed by the Board of Trustees, but the change will only be effective after
prior written notice is given to shareholders of the Fund. The Fund must provide shareholders
with 60 days’ prior written notice if the Board of Trustees changes the 80% Policy.

Under normal circumstances, the Fund will invest at least 80% of its net assets plus the
amount of any borrowings for investment purposes in securities of MLP and pipeline
companies. MLPs, also known as publicly traded partnerships, predominately operate, or
directly or indirectly own, energy-related assets. Pipeline companies are defined as either
entities in which the largest component of their assets, cash flow or revenue is associated
with the operation or ownership of energy pipelines and complementary assets or entities
operating in the energy pipeline industry as defined by standard industrial classification.
Pipeline companies include investment companies that invest primarily in MLP or
pipeline companies. The Fund intends to focus its investments primarily in equity
securities of MLP and pipeline companies that own and operate a network of energy
infrastructure asset systems that transport, store, distribute, gather and/or process crude
oil, refined petroleum products (including biodiesel and ethanol), natural gas or natural
gas liquids.

Under normal circumstances, the Fund may invest up to 30% of its total assets in
securities issued by non-U.S. issuers (including Canadian issuers), which may include
securities issued by pipeline companies organized and/or having securities traded on an
exchange outside the U.S. or may be securities of U.S. companies that are denominated in
the currency of a different country.

Under normal circumstances, the Fund may also invest up to 20% of its total assets in
debt securities of any issuers, including securities which may be rated below investment
grade (“junk bonds”) by an NRSRO or judged by the Adviser to be of comparable credit
quality.

Under normal circumstances, the Fund may invest up to 15% of its net assets in illiquid

securities. Illiquid securities are those securities that cannot be disposed of within seven
days in the ordinary course of business at approximately the amount at which the Fund
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has valued them. Illiquid securities may include restricted securities not determined by
the Board of Trustees to be liquid.

e The Fund will not invest in private companies.
e The Fund will not engage in short sales of securities.

Except with respect to borrowing for leverage and investments in illiquid securities, if a
percentage or rating restriction on investment or use of assets set forth herein or in the Prospectus
is adhered to at the time a transaction is effected, later changes in percentage resulting from any
cause other than actions by the Fund will not be considered a violation. To the extent that market
value fluctuations cause illiquid securities held by the Fund to exceed 15% of its net assets, the
Fund will take steps to bring the aggregate amount of illiquid securities back within the
prescribed limitations as soon as reasonably practical. Generally, this requirement does not
obligate the Fund to liquidate a position where the Fund would incur a loss on the sale. With
respect to borrowing, if at any time the Fund’s borrowings exceed one-third of its total assets
(including the amount borrowed) less liabilities (other than borrowings), such borrowings will be
reduced within three days, (not including Sundays and holidays) or such longer period as may be
permitted by the 1940 Act, to the extent necessary to comply with the one-third limitation.

Management of the Fund

Board of Trustees

The management and affairs of the Fund are supervised by the Board of Trustees. The Board of
Trustees consists of five individuals. The Trustees are fiduciaries and are governed by the laws
of the State of Delaware in this regard. The Board of Trustees establishes policies for the
operation of the Fund and appoints the officers who conduct the daily business of the Fund.

The Role of the Board of Trustees

The Board of Trustees provides oversight of the management and operations of the Trust. Like
all mutual funds, the day-to-day responsibility for the management and operation of the Trust is
the responsibility of various service providers to the Trust and its individual series, such as the
Adviser, Distributor, Administrator, Custodian, and Transfer Agent, each of whom are discussed
in greater detail in this SAl. The Board approves all significant agreements between the Trust
and its service providers, including the agreements with the Adviser, Distributor, Administrator,
Custodian and Transfer Agent. The Board has appointed various individuals of certain of these
service providers as officers of the Trust, with responsibility to monitor and report to the Board
on the Trust’s day-to-day operations. In conducting this oversight, the Board receives regular
reports from these officers and service providers regarding the Trust’s operations. The Board has
appointed a Chief Compliance Officer who reports directly to the Board and who administers the
Trust’s compliance program and regularly reports to the Board as to compliance matters,
including an annual compliance review. Some of these reports are provided as part of formal
Board Meetings, which are held four times per year, in person, and such other times as the Board
determines is necessary, and involve the Board’s review of recent Trust operations. From time to
time one or more members of the Board may also meet with Trust officers in less formal settings,
between formal Board Meetings to discuss various topics. In all cases, however, the role of the
Board and of any individual Trustee is one of oversight and not of management of the day-to-day
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affairs of the Trust and its oversight role does not make the Board a guarantor of the Trust’s
investments, operations or activities.

Board Leadership Structure

The Board has structured itself in a manner that it believes allows it to effectively perform its
oversight function. The Board of Trustees is comprised of four Independent Trustees — Messrs.
Roel C. Campos, David A. Massart, Leonard M. Rush and David M. Swanson — and one
Interested Trustee — Mr. Robert J. Kern. Accordingly, 80% of the members of the Board are
Independent Trustees, who are Trustees that are not affiliated with any investment adviser to the
Trust or their respective affiliates or other service providers to the Trust or any Trust series. The
Board of Trustees has established three standing committees, an Audit Committee, a Nominating
Committee and a Valuation Committee, which are discussed in greater detail under “Board
Committees” below. Each of the Audit Committee and the Nominating Committee are
comprised entirely of Independent Trustees. The Independent Trustees have engaged
independent counsel to advise them on matters relating to their responsibilities in connection with
the Trust, as well as the Fund.

The Trust’s Chairman, Mr. Kern, is an “interested person” of the Trust, as defined by the 1940
Act, by virtue of the fact that he is an interested person of Quasar Distributors, LLC, which acts
as principal underwriter to many of the Trust’s underlying funds. Mr. Kern also serves as an
Executive Vice President of the Administrator. The Trust has not appointed a lead Independent
Trustee.

In accordance with the fund governance standards prescribed by the SEC under the 1940 Act, the
Independent Trustees on the Nominating Committee select and nominate all candidates for
Independent Trustee positions. Each Trustee was appointed to serve on the Board of Trustees
because of his experience, qualifications, attributes and skills as set forth in the subsection
“Trustee Qualifications” below.

The Board of Trustees reviews its structure regularly in light of the characteristics and
circumstances of the Trust, including: the affiliated nature of certain investment advisers in the
Trust; the number of funds that comprise the Trust; the variety of asset classes that those funds
reflect; the net assets of the Trust; the committee structure of the Trust; and the distribution
arrangements of each of the Trust’s underlying funds.

The Board of Trustees has determined that the function and composition of the Audit Committee
and the Nominating Committee are appropriate means to address any potential conflicts of
interest that may arise from the Chairperson’s status as an Interested Trustee. In addition, the
inclusion of all Independent Trustees as members of the Audit Committee and the Nominating
Committee allows all such Trustees to participate in the full range of the Board of Trustees’
oversight duties, including oversight of risk management processes discussed below. Given the
composition of the Board and the function and composition of its various committees as
described above, the Trust has determined that the Board of Trustees’ leadership structure is
appropriate.
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Board Oversight of Risk Management

As part of its oversight function, the Board of Trustees receives and reviews various risk
management reports and assessments and discusses these matters with appropriate management
and other personnel, including personnel of the Trust’s service providers. Because risk
management is a broad concept comprised of many elements (such as, for example, investment
risk, issuer and counter-party risk, compliance risk, operational risks, business continuity risks,
etc.) the oversight of different types of risks is handled in different ways. For example, the Chief
Compliance Officer regularly reports to the Board of Trustees during Board Meetings and meets
in executive session with the Independent Trustees and their legal counsel to discuss compliance
and operational risks. In addition, Mr. Rush, the Independent Trustee designated as the Audit
Committee’s “audit committee financial expert” meets with the President, Treasurer and the
Fund’s independent registered public accounting firm to discuss, among other things, the internal
control structure of the Fund’s financial reporting function. The full Board of Trustees receives
reports from the investment advisers to the underlying series as to investment risks.

Trustees and Officers
The Trustees and officers of the Trust are listed below with their addresses, present positions
with the Trust and principal occupations over at least the last five years.

Term of Number of
Office and Portfolios in
Position(s) Length of Trust Principal Other
Name, Address and  Held with Time Overseen by Occupation(s) During Directorships
Age the Trust Served Trustee the Past Five Years Held by Trustee

Independent Trustees
Roel C. Campos, Trustee Indefinite 3 Partner, Locke Lord None
Esq. Term; Since Bissell & Liddell LLP (a
615 E. Michigan St. April 2011 law firm) (2011-
Milwaukee, WI present); Partner, Cooley
53202 LLP (a law firm) (2007-
Age: 62 2011); Commissioner,

U.S. Securities and

Exchange Commission

(2002-2007).
David A. Massart Trustee Indefinite 3 Co-Founder and Chief None
615 E. Michigan St. Term; Since Investment Strategist,
Milwaukee, WI April 2011 Next Generation Wealth
53202 Management, Inc.
Age: 43 (2005-present).
Leonard M. Rush, Trustee Indefinite 3 Chief Financial Officer, None
CPA Term; Since Robert W. Baird & Co.
615 E. Michigan St. April 2011 Incorporated (2000-
Milwaukee, WI 2011).
53202
Age: 65
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Term of Number of
Office and Portfolios in
Position(s) Length of Trust Principal Other
Name, Address and  Held with Time Overseen by Occupation(s) During Directorships
Age the Trust Served Trustee the Past Five Years Held by Trustee
David M. Swanson Trustee Indefinite 3 Founder and Managing None
615 E. Michigan St. Term; Since Principal, SwanDog
Milwaukee, WI April 2011 Strategic Marketing,
53202 LLC (2006-present);
Age: 54 Executive Vice
President, Calamos
Investments (2004-
2006).
Interested Trustee and Officers
Robert J. Kern* Chairperson  Indefinite 3 Executive Vice None
615 E. Michigan St. and Trustee  Term; Since President, U.S. Bancorp
Milwaukee, WI January Fund Services, LLC
53202 2011 (1994-present).
Age: 51
James R. Arnold President Indefinite N/A Senior Vice President, N/A
615 E. Michigan St. and Term, Since U.S. Bancorp Fund
Milwaukee, WI Principal January Services, LLC (2002 -
53202 Executive 2011 present).
Age: 53 Officer
Raobert M. Slotky Vice Indefinite N/A Senior Vice President, N/A
2020 E. Financial President, Term; Since U.S. Bancorp Fund
Way, Suite 100 Chief January Services, LLC (2001-
Glendora, CA 91741  Complianc 2011 present).
Age: 63 e Officer
and Anti-
Money
Laundering
Officer
Brian R. Wiedmeyer Treasurer Indefinite N/A Vice President, U.S. N/A
615 E. Michigan St. and Term; Since Bancorp Fund Services,
Milwaukee, WI Principal January LLC (2005-present).
53202 Financial 2011
Age: 38 Officer
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Angela L. Pingel, Secretary Indefinite N/A Vice President and N/A

Esq. Term; Since Counsel, U.S. Bancorp
615 E. Michigan St. January Fund Services, LLC
Milwaukee, WI 2011 (2011-present); Vice
53202 President and Securities
Age: 40 Counsel, Marshall &

lIsley Trust Company
N.A. (2007-2010);
Corporation Assistant
Vice President and
Counsel, U.S. Bancorp
Fund Services, LLC
(2004-2007).

* Mr. Kern is an “interested person” of the Trust as defined by the 1940 Act by virtue of the fact that he is an
interested person of Quasar Distributors, LLC, the Fund’s principal underwriter.

Trustee Qualifications

The Board of Trustees believes that each of the Trustees has the qualifications, experience,
attributes and skills appropriate to their continued service as Trustees of the Trust in light of the
Trust’s business and structure. The Trustees have substantial business and professional
backgrounds that indicate they have the ability to critically review, evaluate and assess
information provided to them. Certain of these business and professional experiences are set
forth in detail in the table above. In addition, the Trustees have substantial board experience and,
in their service to the Trust, have gained substantial insight as to the operation of the Trust. The
Board of Trustees annually conducts a “self-assessment” wherein the effectiveness of the Board
and the individual Trustees is reviewed.

In addition to the information provided in the table above, below is certain additional information
concerning each individual Trustee. The information provided below, and in the table above, is
not all-inclusive. Many of the Trustees’ qualifications to serve on the Board of Trustees involve
intangible elements, such as intelligence, integrity, work ethic, the ability to work together, the
ability to communicate effectively, the ability to exercise judgment, the ability to ask incisive
questions, and commitment to shareholder interests.

Mr. Campos’ trustee attributes include substantial industry experience, including being named to
President Obama’s economic advisory board and transition team. He previously was a
Commissioner of the SEC and has presided over hundreds of complex enforcement cases
applying the Securities Act, the Securities Exchange Act, the 1940 Act, and the Investment
Advisers Act of 1940. Mr. Campos extensively participated in the crafting and adoption of many
of the SEC’s recent regulatory initiatives, including the Sarbanes-Oxley Act, mutual fund
governance and compliance rules and the new National Market System and has extensive
experience advising corporate management teams and boards of directors with respect to
enforcement, internal investigations, prosecutions, securities and international regulations and
corporate governance. The Board believes Mr. Campos’ experience, qualifications, attributes
and skills on an individual basis and in combination with those of the other Trustees lead to the
conclusion that he possesses the requisite skills and attributes as a Trustee to carry out oversight
responsibilities with respect to the Trust.
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Mr. Kern’s trustee attributes include substantial industry experience, including his 27 years of
service with U.S. Bancorp Fund Services, LLC (the fund accountant, fund administrator, transfer
agent and custodian to the Trust) where he manages business development and has previously
managed the mutual fund transfer agent operation including investor services, account services,
legal compliance, document processing and systems support. He also serves as a board member
of U.S. Bancorp Fund Services, LLC and Quasar Distributors, LLC (the principal underwriter to
the Trust). The Board believes Mr. Kern’s experience, qualifications, attributes and skills on an
individual basis and in combination with those of the other Trustees lead to the conclusion that he
possesses the requisite skills and attributes as a Trustee to carry out oversight responsibilities
with respect to the Trust.

Mr. Massart’s trustee attributes include substantial industry experience, including 18 years
working with high net worth individuals, families, trusts and retirement accounts to make
strategic and tactical asset allocation decisions, evaluate and select investment managers and
manage client relationships. He is currently the Chief Investment Strategist and lead member of
the investment management committee of the SEC registered investment advisory firm he co-
founded. Previously, he served as Managing Director of Strong Private Client and as a Manager
of Wells Fargo Investments, LLC. The Board believes Mr. Massart’s experience, qualifications,
attributes and skills on an individual basis and in combination with those of the other Trustees
lead to the conclusion that he possesses the requisite skills and attributes as a Trustee to carry out
oversight responsibilities with respect to the Trust.

Mr. Rush’s trustee attributes include substantial industry experience, including serving in several
different senior executive roles at various global financial services firms. He most recently
served as Managing Director and Chief Financial Officer of Robert W. Baird & Co. Incorporated
and several other affiliated entities and served as the Treasurer for Baird Funds. He also served
as the Chief Financial Officer for Fidelity Investments’ four broker-dealers and has substantial
experience with mutual fund and investment advisory organizations and related businesses,
including Vice President and Head of Compliance for Fidelity Investments, a Vice President at
Credit Suisse First Boston, a Manager with Goldman Sachs, & Co. and a Senior Manager with
Deloitte & Touche. Mr. Rush has been determined to qualify as an Audit Committee Financial
Expert for the Trust. The Board believes Mr. Rush’s experience, qualifications, attributes and
skills on an individual basis and in combination with those of the other Trustees lead to the
conclusion that he possesses the requisite skills and attributes as a Trustee to carry out oversight
responsibilities with respect to the Trust.

Mr. Swanson’s trustee attributes include substantial industry experience, including 30 years of
senior management and marketing experience with 25 years dedicated to the financial services
industry. He is currently the Founder and Managing Principal of a marketing strategy boutique
serving asset and wealth management businesses. He has also served as Chief Operating Officer
and Chief Marketing Officer of Van Kampen Investments, President and Chief Executive Officer
of Scudder, Stevens & Clark, Canada, Ltd., Managing Director and Head of Global Investment
Products at Morgan Stanley, Director of Marketing for Morgan Stanley Mutual Funds, Director
of Marking for Kemper Funds, and Executive Vice President and Head of Distribution for
Calamos Investments. The Board believes Mr. Swanson’s experience, qualifications, attributes
and skills on an individual basis and in combination with those of the other Trustees lead to the
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conclusion that he possesses the requisite skills and attributes as a Trustee to carry out oversight
responsibilities with respect to the Trust.

The experience and qualifications of the Trustees discussed herein are pursuant to SEC
requirements and do constitute holding out the Board of Trustees or any Trustee as having special
expertise and shall not impose any greater responsibility or liability on any such Trustee or the
Board of Trustees by reason thereof.

Trustee and Management Ownership of Fund Shares

As of December 31, 2010, no Trustee of the Trust beneficially owned shares of the Fund or any
other series of the Trust. As of the date of this SAI, the Trustees and Officers of the Trust as a
group did not own more than 1% of the outstanding shares of the Fund.

Board Committees

Audit Committee. The Trust has an Audit Committee, which is comprised of the Independent
Trustees. The Audit Committee reviews financial statements and other audit-related matters for
the Fund. The Audit Committee also holds discussions with management and with the Fund’s
independent registered public accounting firm concerning the scope of the audit and the auditor’s
independence.

Nominating Committee. The Trust has a Nominating Committee, which is comprised of the
Independent Trustees. The Nominating Committee is responsible for seeking and reviewing
candidates for consideration as nominees for the position of trustee and meets only as necessary.

The Nominating Committee will consider nominees recommended by shareholders for vacancies
on the Board of Trustees. Recommendations for consideration by the Nominating Committee
should be sent to the President of the Trust in writing together with the appropriate biographical
information concerning each such proposed nominee, and such recommendation must comply
with the notice provisions set forth in the Trust’s Bylaws. In general, to comply with such
procedures, such nominations, together with all required information, must be delivered to and
received by the President of the Trust at the principal executive office of the Trust not later than
120 days, and no more than 150 days, prior to the shareholder meeting at which any such
nominee would be voted on. Shareholder recommendations for nominations to the Board of
Trustees will be accepted on an ongoing basis. The Nominating Committee’s procedures with
respect to reviewing shareholder nominations will be disclosed as required by applicable
securities laws.

Valuation Committee. The Trust has a Valuation Committee. The Valuation Committee is
responsible for the following: (1) monitoring the valuation of Fund securities and other
investments; and (2) as required, when the Board of Trustees is not in session, determining the
fair value of illiquid securities and other holdings after consideration of all relevant factors,
which determinations are reported to the Board of Trustees. The Valuation Committee is
currently comprised of one or more Independent Trustees and the Trust’s Chairman, President,
and Treasurer. The Valuation Committee meets as necessary when a price for a portfolio
security is not readily available.

As the Fund is new, none of the Trust’s committees have met with respect to the Fund.
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Trustee Compensation

The Independent Trustees receive an annual retainer fee of $15,000 per calendar year, which
shall compensate the Independent Trustees for their service to the Trust and attendance at the
four regularly scheduled quarterly meetings and one annual meeting, if necessary, and shall
receive additional compensation for each additional meeting attended of $1,500 for an in-person
meeting and $500 for a telephonic meeting, as well as reimbursement for expenses incurred in
connection with attendance at meetings. The Interested Trustee does not receive any
compensation for his service as Trustee. Because the Fund has recently commenced operations,
the following compensation figures represent estimates for the current fiscal year ending
November 30, 2011:

Pension or Total
Aggregate Retirement Compensation
Compensation Benefits Estimated from the Fund
from the MLP Accrued as Annual and the Trust?
& Pipeline Part of Fund Benefits Upon Paid to
Name of Person/Position Fund* Expenses Retirement Trustees
Roel C. Campos, Independent $3,750 None None $11,250
Trustee
David A. Massart, Independent $3,750 None None $11,250
Trustee
Leonard M. Rush, Independent $3,750 None None $11,250
Trustee
David M. Swanson, Independent $3,750 None None $11,250
Trustee
Robert J. Kern, Interested Trustee None None None None

1 Trustees fees and expenses are allocated among the Fund and any other series comprising the Trust. The Administrator

has agreed to pay a portion of this amount as part of the Trust’s organization costs.
The Trust includes other series in addition to the Fund.

2
Control Persons and Principal Shareholders

A principal shareholder is any person who owns of record or beneficially 5% or more of the
outstanding shares of the Fund. A control person is one who owns beneficially or through
controlled companies more than 25% of the voting securities of the Fund or acknowledges the
existence of control. A controlling person possesses the ability to control the outcome of matters
submitted for shareholder vote by the Fund. As of the date of this SAI, there were no principal
shareholders or control persons of the Fund.

Investment Adviser

Investment advisory services are provided to the Fund by Tortoise Capital Advisors, L.L.C., a
SEC registered investment adviser (the “Adviser”), pursuant to an investment advisory
agreement (the “Advisory Agreement”). The Adviser has significant expertise in managing
energy infrastructure investments and, as of April 30, 2011, the Adviser managed investments of
approximately $6.9 billion in the energy sector, including the assets of six publicly traded closed-
end management investment companies and private accounts.

Pursuant to the Advisory Agreement, the Adviser provides the Fund with investment research
and advice and furnishes the Fund with an investment program consistent with the Fund’s
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investment objective and policies, subject to the supervision of the Board of Trustees. The
Adviser determines which portfolio securities will be purchased or sold, arranges for the placing
of orders for the purchase or sale of portfolio securities, selects brokers or dealers to place those
orders, maintains books and records with respect to the securities transactions and reports to the
Board of Trustees on the Fund’s investments and performance. The Adviser is solely responsible
for making investment decisions on behalf of the Fund. The Board of Trustees will have sole
responsibility for selecting, evaluating the performance of, and replacing as necessary any of the
service providers to the Fund, including the Adviser.

The Adviser also serves as investment adviser to Tortoise Energy Infrastructure Corporation
(*“TYG”), Tortoise Energy Capital Corporation (“TYY?”), Tortoise North American Energy
Corporation (“TYN”), Tortoise Power and Energy Infrastructure Fund, Inc. (“TPZ”), and
Tortoise MLP Fund, Inc. (“NTG”), which are non-diversified, closed-end investment
management companies. TYG, which commenced operations on February 27, 2004, invests
primarily in equity securities of MLPs and their affiliates in the energy infrastructure sector.
TYY, which commenced operations on May 31, 2005, invests primarily in equity securities of
MLPs and their affiliates in the energy infrastructure sector. TYN, which commenced operations
on October 31, 2005, invests primarily in securities of MLPs, including midstream energy
infrastructure, oil and gas exploitation and production, and energy shipping companies. TPZ,
which commenced operations on July 31, 2009, invests in a portfolio consisting primarily of
fixed income and equity securities issued by power and energy infrastructure companies. NTG,
which commenced operations on July 30, 2010, invests primarily in equity securities of natural
gas infrastructure MLPs and their affiliates. The Adviser also serves as the investment adviser to
Tortoise Capital Resources Corporation (“TTO”), a non-diversified closed-end management
investment company. TTO, which commenced operations on December 8, 2005, invests
primarily in privately held and micro-cap public companies operating in the midstream and
downstream segments, and to a lesser extent the upstream and coal/aggregates segments, of the
energy infrastructure sector. To the extent certain energy infrastructure company securities meet
the investment objective and the objectives of other investment companies or accounts managed
by the Adviser, the Fund may compete with such companies or accounts for the same investment
opportunities.

The Adviser is wholly-owned by Tortoise Holdings, LLC, a holding company. Mariner Holdings,
LLC, an independent investment firm with affiliates focused on wealth and asset management,
through its wholly-owned subsidiary, Montage Investments, LLC, owns a majority interest in
Tortoise Holdings, LLC, with the remaining interests held by the five members of the Adviser’s
investment committee and certain other senior employees of the Adviser. In September 2009, the
five members of the Adviser’s investment committee entered into employment agreements with
the Adviser.

The Adviser currently has 38 employees, including the five members of the investment
committee.

After an initial two-year period, the Advisory Agreement will continue in effect from year to
year, only if such continuance is specifically approved at least annually by: (i) the Board of
Trustees or the vote of a majority of the outstanding voting securities of the Fund (with respect to
such Fund); and (ii) the vote of a majority of the Independent Trustees, cast in person at a
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meeting called for the purpose of voting on such approval. The Advisory Agreement is
terminable without penalty by the Trust, on behalf of the Fund, upon 60 days’ written notice to
the Adviser, when authorized by either: (i) a majority vote of the Fund’s shareholders (with
respect to such Fund); or (ii) by a vote of a majority of the Board of Trustees. The Advisory
Agreement is also terminable without penalty by the Adviser upon 60 days’ written notice to the
Trust. The Advisory Agreement will automatically terminate in the event of its “assignment,” as
defined under the 1940 Act. The Advisory Agreement provides that the Adviser under such
agreement shall not be liable for any error of judgment or mistake of law or for any loss arising
out of any investment or for any act or omission in the execution of portfolio transactions for the
Fund, except for willful misfeasance, bad faith or negligence in the performance of its duties, or
by reason of reckless disregard of its obligations and duties thereunder.

In consideration of the investment advisory services provided by the Adviser pursuant to the
Advisory Agreement, the Adviser is entitled to receive from the Fund a management fee, as
specified in the Prospectus.

Fund Expenses. The Fund is responsible for its own operating expenses. Pursuant to an
Operating Expense Limitation Agreement between the Adviser and the Fund, the Adviser has
agreed to reimburse the Fund for its operating expenses, and may reduce its management fees, in
order to ensure that Total Annual Fund Operating Expenses (excluding acquired fund fees and
expenses, brokerage commissions, interest, taxes and extraordinary expenses), do not exceed
1.10% of the average daily net assets of the Institutional Class and 1.35% of the average daily net
assets of the Investor Class. The Operating Expense Limitation Agreement will be in effect and
cannot be terminated for at least one year from the date of the Fund’s Prospectus, subject
thereafter to termination at any time upon 60 days’ written notice by either the Trust or the
Adviser through April 30, 2013. The Board of Trustees must consent to the termination of the
Operating Expense Limitation Agreement by the Adviser after one year from the date of the
Fund’s Prospectus, which consent shall not be unreasonably withheld.

Expenses reimbursed and/or fees reduced by the Adviser may be recouped by the Adviser for a
period of three fiscal years following the fiscal year during which such reimbursement or
reduction was made if such recoupment can be achieved within the foregoing expense limits.

License Agreement. Pursuant to the Advisory Agreement, the Adviser has consented to the
Fund’s use on a non-exclusive, royalty-free basis, of the name “Tortoise” in its name. The Fund
will have the right to use the “Tortoise” name and the related logo so long as the Adviser or one
of its approved affiliates remains the Fund’s investment adviser. Other that with respect to this
limited right, the Fund will have no legal right to the “Tortoise” name. This right will remain in
effect for so long as the Advisory Agreement with the Adviser is in effect and will automatically
terminate if the Advisory Agreement were to terminate for any reason, including upon its
assignment.

Investment Committee

As disclosed in the Prospectus, the investment management of the Fund’s portfolio is the
responsibility of the Adviser’s investment committee. The investment committee’s members are
H. Kevin Birzer, Zachary A. Hamel, Kenneth P. Malvey, Terry C. Matlack and David J. Schulte,
all of whom share responsibility for such investment management. It is the policy of the
investment committee that any one member can require the Adviser to sell a security and any one
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member can veto the committee’s decision to invest in a security. Each committee member has
been a member of the Adviser’s investment committee since 2002.

The following provides information regarding other accounts managed by the investment
committee members, including information regarding the number of managed accounts that pay a

performance fee as of December 31, 2010:

Name of Account Category # of Total Assets of | # of Accounts | Total Assets of
Manager Accounts Accounts Paying a Accounts
Performance Paying a
Fee Performance
Fee
H. Kevin Birzer
Registered investment 7 $4,468,551,012 0 -
companies
Other pooled investment 5 $164,063,608 1 $95,803,625
vehicles
Other Accounts 431 $1,486,414,959 0 -
Zachary A. Hamel
Registered investment 7 $4,468,551,012 0 -
companies
Other pooled investment 7 $225,792,601 1 $95,803,625
vehicles
Other Accounts 443 2,609,060,663 0 -
Kenneth P. Malvey
Registered investment 7 $4,468,551,012 0 -
companies
Other pooled investment 7 $225,792,601 1 $95,803,625
vehicles
Other Accounts 443 2,609,060,663 0 -
Terry C. Matlack
Registered investment 7 $4,468,551,012 0 -
companies
Other pooled investment 5 $164,063,608 1 $95,803,625
vehicles
Other Accounts 431 $1,486,414,959 0 -
David J. Schulte
Registered investment 7 $4,468,551,012 0 -
companies
Other pooled investment 5 $164,063,608 1 $95,803,625
vehicles
Other Accounts 431 $1,486,414,959 0 -

Conflicts of interest may arise because the Adviser and its affiliates generally will be carrying on
substantial investment activities for other clients in which the Fund will have no interest. The
Adviser may have financial incentives to favor certain of such accounts over the Fund. Certain of
the Adviser’s managed funds and accounts may invest in the equity securities of a particular
company, while other funds and accounts managed by the Adviser may invest in the debt
securities of the same company. Any of its proprietary accounts and other customer accounts may
compete with the Fund for specific trades. The Adviser may buy or sell securities for the Fund
that differ from securities bought or sold for other accounts and customers, although their
investment objectives and policies may be similar to the Fund’s. Situations may occur in which
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the Fund could be disadvantaged because of the investment activities conducted by the Adviser
for its other accounts. Such situations may be based on, among other things, legal or internal
restrictions on the combined size of positions that may be taken for the Fund and the other
accounts, thereby limiting the size of its position, or the difficulty of liquidating an investment
for the Fund and the other accounts where the market cannot absorb the sale of the combined
position. The Adviser may also have an incentive to make investments in one fund, having the
effect of increasing the value of a security in the same issuer held by another fund, which in turn
may result in an incentive fee being paid to the Adviser by that other fund.

The Fund’s investment opportunities may be limited by affiliations of the Adviser or its affiliates
with infrastructure companies. In addition, to the extent the Adviser sources, contemplates,
structures, or makes private investments in infrastructure companies, certain employees of the
Adviser may become aware of actions planned by such companies, such as acquisitions, that may
not be announced to the public. It is possible that the Fund could be precluded from investing in
an infrastructure company about which the Adviser has material nonpublic information.

The Fund’s investment opportunities may be limited by investment opportunities in companies
that the Adviser is evaluating for other clients. To the extent a potential investment is appropriate
for the Fund and one or more other clients, the Adviser will need to fairly allocate that
investment to the Fund or the other client, or both, depending on its allocation procedures and
applicable law related to combined or joint transactions. There may arise an attractive limited
investment opportunity suitable for the Fund in which it cannot invest under the particular
allocation method being used for that investment.

Under the 1940 Act, the Fund and its affiliated companies are generally precluded from co-
investing in negotiated private placements of securities. Except as permitted by law, the Adviser
will not co-invest its other clients’ assets in negotiated private transactions in which the Fund
invests. To the extent the Fund is precluded from co-investing, the Adviser will allocate private
investment opportunities among its clients, including but not limited to the Fund and the Fund’s
affiliated companies, based on allocation policies that take into account several suitability factors,
including the size of the investment opportunity, the amount each client has available for
investment and the client’s investment objectives. These allocation policies may result in the
allocation of investment opportunities to an affiliated company rather than to the Fund.

The Adviser and its principals, officers, employees, and affiliates may buy and sell securities or
other investments for their own accounts and may have actual or potential conflicts of interest
with respect to investments made on the Fund’s behalf. As a result of differing trading and
investment strategies or constraints, positions may be taken by principals, officers, employees,
and affiliates of the Adviser that are the same as, different from, or made at a different time than
positions taken for the Fund. Further, the Adviser may at some time in the future, manage other
investment funds with the same investment objectives as the Fund’s.

None of Messrs. Birzer, Hamel, Malvey, Matlack and Schulte receive any direct compensation
from the Fund or any other of the managed accounts reflected in the table above. Messrs. Birzer,
Hamel, Malvey, Matlack and Schulte are employees of the Adviser and receive a fixed salary for
the services they provide. They each own an equity interest in Tortoise Holdings, LLC, the sole
member of the Adviser, and each thus benefits from increases in the net income of the Adviser.
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As of the date of this SAI, the investment committee members did not own any shares of the
Fund.

Service Providers

Pursuant to an administration agreement (the “Administration Agreement”) between the Trust
and U.S. Bancorp Fund Services, LLC (“USBFS”), 615 East Michigan Street, Milwaukee,
Wisconsin, 53202 (the “Administrator”), the Administrator acts as the Fund’s administrator. The
Administrator provides certain administrative services to the Fund, including, among other
responsibilities, coordinating the negotiation of contracts and fees with, and the monitoring of
performance and billing of, the Fund’s independent contractors and agents; preparation for
signature by an officer of the Trust of all documents required to be filed for compliance by the
Trust and the Fund with applicable laws and regulations; arranging for the computation of
performance data, including net asset value per share (“NAV”) and vyield; responding to
shareholder inquiries; and arranging for the maintenance of books and records of the Fund, and
providing, at its own expense, office facilities, equipment and personnel necessary to carry out its
duties. In this capacity, the Administrator does not have any responsibility or authority for the
investment management of the Fund, the determination of investment policy, or for any matter
pertaining to the distribution of Fund shares. Pursuant to the Administration Agreement, for its
services, the Administrator receives from the Fund a fee computed daily and payable monthly
based on the Fund’s average net assets at the rate of 0.08% of average net assets on the first $125
million, 0.06% of average net assets on the next $250 million, and 0.04% on the balance, all
subject to an annual minimum fee of $60,000.

USBFS also acts as fund accountant (“Fund Accountant”), transfer agent (“Transfer Agent”) and
dividend disbursing agent under separate agreements with the Trust.

Pursuant to a custody agreement between the Trust and the Fund, U.S. Bank, N.A., an affiliate of
USBFS, serves as the custodian of the Fund’s assets. The custody agreement provides for fees on
a transaction basis plus out-of-pocket expenses. The Custodian’s address is 1555 North
RiverCenter Drive, Milwaukee, Wisconsin, 53212. The Custodian does not participate in
decisions relating to the purchase and sale of securities by the Fund. U.S. Bank, N.A. and its
affiliates may participate in revenue sharing arrangements with service providers of mutual funds
in which the Fund may invest.

Legal Counsel
Bernstein, Shur, Sawyer & Nelson, P.A., 100 Middle Street, P.O. Box 9729, Portland, Maine
04104, serves as counsel to the Fund.

Independent Registered Public Accounting Firm
Ernst & Young LLP, 220 South Sixth Street, Suite 1400, Minneapolis, Minnesota 55402, serves
as the independent registered public accounting firm for the Fund.

Distribution of Fund Shares

The Trust has entered into a distribution agreement (the “Distribution Agreement”) with Quasar
Distributors, LLC (the “Distributor”), 615 East Michigan Street, Milwaukee, Wisconsin 53202,
pursuant to which the Distributor acts as the Fund’s principal underwriter, provides certain
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administration services and promotes and arranges for the sale of the Fund’s shares on a best
efforts basis. The offering of the Fund’s shares is continuous. The Distributor, Administrator
and Custodian are affiliated companies. The Distributor is a registered broker-dealer and
member of the Financial Industry Regulatory Authority, Inc. (“FINRA”).

The Distribution Agreement has an initial term of up to two years and will continue in effect only
if such continuance is specifically approved at least annually by the Board of Trustees or by vote
of a majority of the Fund’s outstanding voting securities and, in either case, by a majority of the
Independent Trustees. The Distribution Agreement is terminable without penalty by the Trust,
on behalf of the Fund, on 60 days’ written notice when authorized either by a majority vote of the
Fund’s shareholders or by vote of a majority of the Board of Trustees, including a majority of the
Trustees who are not “interested persons” (as defined under the 1940 Act) of the Trust, or by the
Distributor on 60 days’ written notice, and will automatically terminate in the event of its
“assignment,” as defined in the 1940 Act.

The Fund has adopted a distribution plan for Investor Class Shares pursuant to Rule 12b-1 under
the 1940 Act (the “12b-1 Plan”). Under the 12b-1 Plan, the Fund pays a fee to the Distributor for
distribution and/or shareholder services (the “Distribution and Servicing Fee”) at an annual rate
of 0.25% of the Fund’s average daily net asset value of Investor Class Shares. The 12b-1 Plan
provides that the Distributor may use all or any portion of such Distribution and Servicing Fee to
finance any activity that is principally intended to result in the sale of Fund shares, subject to the
terms of the 12b-1 Plan, or to provide certain shareholder services.

The Distribution and Servicing Fee is payable to the Distributor regardless of the distribution-
related expenses actually incurred. Because the Distribution and Servicing Fee is not directly
tied to expenses, the amount of distribution fees paid by Investor Class Shares during any year
may be more or less than actual expenses incurred pursuant to the 12b-1 Plan. For this reason,
this type of distribution fee arrangement is characterized by the staff of the SEC as a
“compensation” plan.

The Distributor may use the Distribution and Servicing Fee to pay for services covered by the
12b-1 Plan including, but not limited to, advertising, compensating underwriters, dealers and
selling personnel engaged in the distribution of Fund shares, the printing and mailing of
prospectuses, statements of additional information and reports, the printing and mailing of sales
literature pertaining to the Funds, and obtaining whatever information, analyses and reports with
respect to marketing and promotional activities that the Fund may, from time to time, deem
advisable.

The 12b-1 Plan provides that it will continue from year to year upon approval by the majority
vote of the Board of Trustees, including a majority of the Independent Trustees cast in person at a
meeting called for that purpose, provided that such trustees have made a determination that there
is a reasonable likelihood that the 12b-1 Plan will benefit the Fund and its shareholders. It is also
required that the Independent Trustees, select and nominate all other trustees who are not
“interested persons” of the Fund. The 12b-1 Plan and any related agreements may not be
amended to materially increase the amounts to be spent for distribution expenses without
approval of shareholders holding a majority of the Fund shares outstanding. All material
amendments to the 12b-1 Plan or any related agreements must be approved by a vote of a
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majority of the Board of Trustees and the Independent Trustees, cast in person at a meeting called
for the purpose of voting on any such amendment.

The 12b-1 Plan requires that the Distributor provide to the Board of Trustees, at least quarterly, a
written report on the amounts and purpose of any payment made under the 12b-1 Plan. The
Distributor is also required to furnish the Board of Trustees with such other information as may
reasonably be requested in order to enable the Board of Trustees to make an informed
determination of whether the 12b-1 Plan should be continued.

As noted above, the 12b-1 Plan provides for the ability to use Fund assets to pay financial
intermediaries (including those that sponsor mutual fund supermarkets and affiliates of the
Adviser), plan administrators and other service providers to finance any activity that is
principally intended to result in the sale of Fund shares (distribution services) and for the
provision of personal services to shareholders. The payments made by the Fund to financial
intermediaries are based primarily on the dollar amount of assets invested in the Fund through the
financial intermediaries. These financial intermediaries may pay a portion of the payments that
they receive from the Fund to their investment professionals. In addition to the ongoing asset-
based fees paid to these financial intermediaries under the 12b-1 Plan, the Fund may, from time
to time, make payments under the 12b-1 Plan that help defray the expenses incurred by these
intermediaries for conducting training and educational meetings about various aspects of the
Funds for their employees. In addition, the Fund may make payments under the 12b-1 Plan for
exhibition space and otherwise help defray the expenses these financial intermediaries incur in
hosting client seminars where the Funds are discussed.

In addition, the Fund may participate in various “fund supermarkets” in which a mutual fund
supermarket sponsor (usually a broker-dealer) offers many mutual funds to the sponsor’s
customers without charging the customers a sales charge. In connection with its participation in
such platforms, the Distributor may use all or a portion of the Distribution Fee to pay one or
more supermarket sponsors a negotiated fee for distributing the Fund’s shares. In addition, in its
discretion, the Adviser may pay additional fees to such intermediaries from its own assets.

Portfolio Transactions and Brokerage

The Adviser is responsible for decisions to buy and sell securities for the Fund, broker-dealer
selection, and negotiation of brokerage commission rates. The Adviser’s primary consideration in
effecting a security transaction will be to obtain the best execution. In selecting a broker-dealer to
execute each particular transaction, the Adviser will initially consider their ability to execute
transactions at the most favorable prices and lowest overall execution costs, while also taking
into consideration other relevant factors, such as, the reliability, integrity and financial condition
of the broker-dealer, the size of and difficulty in executing the order, the quality of execution and
custodial services, and the provision of valuable research services that can be reasonably
expected to enhance the investment return of clients managed by the Adviser. Research services
may include reports on energy infrastructure companies, the market, the economy and other
general widely distributed research, and may be used by the Adviser in servicing all funds and
accounts managed by the Adviser, including the Fund. Receipt of research is one of a number of
factors considered in assigning an overall internal ranking to brokers. The price to the Fund in
any transaction may be less favorable than that available from another broker-dealer if the
difference is reasonably justified by other aspects of the execution services offered.
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The Fund may, from time to time, enter into arrangements with placement agents in connection
with direct placement transactions. In evaluating placement agent proposals, the Adviser will
consider each broker’s access to issuers of energy infrastructure company securities and
experience in the energy infrastructure market, particularly the direct placement market. In
addition to these factors, the Adviser will consider whether the proposed services are customary,
whether the proposed fee schedules are within the range of customary rates, whether any
proposal would obligate us to enter into transactions involving a minimum fee, dollar amount or
volume of securities, or into any transaction whatsoever, and other terms such as indemnification
provisions.

The Adviser shall not be deemed to have acted unlawfully or to have breached any duty solely by
reason of its having caused the Fund to pay a broker or dealer that provides brokerage and
research services to the Adviser an amount of commission for effecting an investment transaction
in excess of the amount of commission another broker or dealer would have charged for effecting
that transaction, if the Adviser determines in good faith that such amount of commission was
reasonable in relation to the value of the brokerage and research services provided by such broker
or dealer, viewed in terms of either that particular transaction or the Adviser’s overall
responsibilities with respect to the Fund and to other clients of the Adviser as to which the
Adviser exercises investment discretion. The Adviser is further authorized to allocate the orders
placed by it on behalf of the Fund to such brokers and dealers who also provide research or
statistical material or other services to us, the Adviser or to any sub-adviser. Such allocation shall
be in such amounts and proportions as the Adviser shall determine and the Adviser will report on
said allocations regularly to the Board of Trustees indicating the brokers to whom such
allocations have been made and the basis therefor.

Portfolio transactions may be placed with broker-dealers who sell shares of the Fund subject to
rules adopted by FINRA and the SEC. Portfolio transactions may also be placed with broker-
dealers in which the Adviser has invested on behalf of the Fund and/or client accounts.

Portfolio Turnover

Although the Fund generally will not invest for short-term trading purposes, portfolio securities
may be sold without regard to the length of time they have been held when, in the opinion of the
Adviser, investment considerations or redemption requests warrant such action. Portfolio
turnover rate is calculated by dividing (1) the lesser of purchases or sales of portfolio securities
for the fiscal year by (2) the monthly average of the value of portfolio securities owned during
the fiscal year. A 100% turnover rate would occur if all the securities in the Fund’s portfolio,
with the exception of securities whose maturities at the time of acquisition were one year or less,
were sold and either repurchased or replaced within one year. A high rate of portfolio turnover
(100% or more) generally leads to above-average transaction costs and could generate capital
gains that must be distributed to shareholders as short-term capital gains taxed at ordinary income
rates (currently as high as 35%). To the extent that the Fund experiences an increase in
brokerage commissions due to a higher portfolio turnover rate, the performance of the Fund
could be negatively impacted by the increased expenses incurred by the Fund and may result in a
greater number of taxable transactions.
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Code of Ethics

The Fund, the Adviser and the Distributor have each adopted Codes of Ethics under Rule 17j-1 of
the 1940 Act. These Codes permit, subject to certain conditions, personnel of the Fund, Adviser
and Distributor to invest in securities that may be purchased or held by the Fund.

Proxy Voting Procedures

The Board of Trustees has adopted proxy voting policies and procedures (“Proxy Policies™)
wherein the Trust has delegated to the Adviser the responsibility for voting proxies relating to
portfolio securities held by the Fund as part of its investment advisory services, subject to the
supervision and oversight of the Board of Trustees. Notwithstanding this delegation of
responsibilities, however, the Fund retains the right to vote proxies relating to its portfolio
securities. The fundamental purpose of the Proxy Policies is to ensure that each vote will be in a
manner that reflects the best interest of the Fund and its shareholders, taking into account the
value of the Fund’s investments.

The actual voting records relating to portfolio securities during the most recent 12-month period
ended June 30 will be available without charge, upon request, by calling toll-free, (800) SEC-
0330 or by accessing the SEC’s website at www.sec.gov.

The Adviser’s Proxy Voting Policies and Procedures

The Adviser will vote proxies on behalf of the Fund in a manner that it believes is consistent with
the best interests of the Fund and its shareholders. Absent special circumstances, all proxies will
be voted consistent with guidelines established and described in the Adviser’s Proxy Voting
Policies and Procedures. A summary of the Adviser’s Proxy Voting Policies and Procedures is
as follows:

e The investment committee (or an employee of the Adviser designated by the Investment
Committee) will be responsible for all decisions regarding proxy voting, including
monitoring corporate actions, making voting decisions in the best interest of the Fund,
and ensuring that proxies are submitted in a timely manner.

e The investment committee will generally vote proxies according to the Adviser’s then-
current Proxy Voting Policies and Procedures, which it believes are reasonably designed
to ensure that proxies are voted in the best interests of its clients. In pursuing this policy,
proxies should be voted in a manner that is intended to maximize value to the client.

e Although the Adviser’s Proxy Voting Policies and Procedures are to be followed as a
general policy, certain issues will be considered on a case-by-case basis based on the
relevant facts and circumstances. Since corporate governance issues are diverse and
continually evolving, the Adviser shall devote an appropriate amount of time and
resources to monitor these changes.

e In situations where there may be a conflict of interest in the voting of proxies due to
business or personal relationships that the Adviser maintains with persons having an
interest in the outcome of certain votes, the Adviser will take appropriate steps to ensure
that its proxy voting decisions are made in the best interest of the Fund and its
shareholders, and not the product of such conflict.

e All proxies will be voted in accordance with any applicable investment restrictions of the
Fund and, to the extent applicable, any resolutions or other instructions approved by the
Board of Trustees.
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Anti-Money Laundering Compliance Program

The Trust has established an Anti-Money Laundering Compliance Program (the “Program”) as
required by the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 (“USA PATRIOT Act”). To ensure compliance
with this law, the Trust’s Program provides for the development of internal practices, procedures
and controls, designation of anti-money laundering compliance officers, an ongoing training
program and an independent audit function to determine the effectiveness of the Program. Mr.
Robert J. Slotky has been designated as the Trust’s Anti-Money Laundering Compliance Officer.

Procedures to implement the Program include, but are not limited to: determining that the
Distributor and the Transfer Agent have established proper anti-money laundering procedures;
reporting suspicious and/or fraudulent activity; and a complete and thorough review of all new
account applications. The Fund will not transact business with any person or entity whose
identity cannot be adequately verified under the provisions of the USA PATRIOT Act.

As a result of the Program, the Fund may be required to “freeze” the account of a shareholder if
the shareholder appears to be involved in suspicious activity or if certain account information
matches information on government lists of known terrorists or other suspicious persons, or the
Fund may be required to transfer the account or proceeds of the account to a governmental
agency.

Portfolio Holdings Information

The Trust, on behalf of the Fund, has adopted portfolio holdings disclosure policies (“Portfolio
Holdings Policies”) that govern the timing and circumstances of disclosure of portfolio holdings
of the Fund. The Portfolio Holdings Policies are applicable to service providers of the Fund,
including the Adviser. Information about the Fund’s portfolio holdings will not be distributed to
any third party except in accordance with these Portfolio Holdings Policies. The Board of
Trustees considered the circumstances under which the Fund’s portfolio holdings may be
disclosed under the Portfolio Holdings Policies. The Board of Trustees also considered actual
and potential material conflicts that could arise in such circumstances between the interests of the
Fund’s shareholders and the interests of the Adviser, Distributor or any other affiliated person of
the Fund. After due consideration, the Board of Trustees determined that the Fund has a
legitimate business purpose for disclosing portfolio holdings to persons described in the Portfolio
Holdings Policies. The Board of Trustees also authorized the Adviser or appointed officers to
consider and authorize dissemination of portfolio holdings information to additional parties, after
considering the best interests of the shareholders and potential conflicts of interest in making
such disclosures.

The Board of Trustees exercises continuing oversight of the disclosure of the Fund’s portfolio
holdings by (1) overseeing the implementation and enforcement of the Portfolio Holdings
Policies, codes of ethics and other relevant policies of the Fund and its service providers by the
CCO, (2) by considering reports and recommendations by the CCO concerning any material
compliance matters (as defined in Rule 38a-1 under the 1940 Act), and (3) by considering
whether to approve any amendment to these Portfolio Holdings Policies. The Board of Trustees
reserves the right to amend the Portfolio Holdings Policies at any time without prior notice in its
sole discretion.
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Disclosure of the Fund’s complete holdings is required to be made quarterly within 60 days of
the end of each fiscal quarter, in the annual and semi-annual reports to Fund shareholders, and in
the quarterly holdings report on Form N-Q. These reports will be made available, free of charge,
on the EDGAR database on the SEC’s website at www.sec.gov.

In the event of a conflict between the interests of the Fund and the interests of the Adviser or an
affiliated person of the Adviser under the Portfolio Holdings Policy, the CCO of the Adviser, in
consultation with the Trust’s CCO, shall make a determination in the best interests of the Fund,
and shall report such determination to the Board of Trustees at the end of the quarter in which
such determination was made. Any employee of the Adviser who suspects a breach of this
obligation must report the matter immediately to the Adviser’s CCO or to his or her supervisor.

In addition, material non-public holdings information may be provided without lag as part of the
normal investment activities of the Fund to each of the following entities which, by explicit
agreement or by virtue of their respective duties to the Fund, are required to maintain the
confidentiality of the information disclosed: the Administrator; the Adviser; the Fund’s
accountant; the Custodian; the Transfer Agent; the Fund’s independent registered public
accounting firm; counsel to the Fund or the Board of Trustees (current parties are identified in
this SAI); broker-dealers (in connection with the purchase or sale of securities or requests for
price guotations or bids on one or more securities); lending agents; and regulatory authorities.
Portfolio holdings information not publicly available with the SEC may only be provided to
additional third parties in accordance with the Portfolio Holdings Policies, when the Fund has a
legitimate business purpose, and the third party recipient is subject to a confidentiality agreement.
Portfolio holdings information may be separately provided to any person, including rating and
ranking organizations such as Lipper and Morningstar, at the same time that it is filed with the
SEC or one day after it is first published on the Fund’s website. Portfolio holdings disclosure
may be approved under the Portfolio Holdings Policies by the Trust’s CCO, Treasurer or
President.

In no event shall the Adviser, its affiliates or employees, or the Fund receive any direct or
indirect compensation in connection with the disclosure of information about the Fund’s portfolio
holdings.

There can be no assurance that the Portfolio Holdings Policies and these procedures will protect
the Fund from potential misuse of that information by individuals or entities to which it is
disclosed.

Determination of Net Asset Value

The NAYV of the Fund’s shares will fluctuate and is determined by the Fund Accountant as of the
close of the regular trading session on the New York Stock Exchange (the “NYSE”) (generally
4:00 p.m., Eastern time) each business day. The NYSE annually announces the days on which it
will not be open for trading. The most recent announcement indicates that it will not be open on
the following days: New Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, Good
Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day.
However, the NYSE may close on days not included in that announcement.
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The NAV per share is computed by dividing the value of the securities held by the Fund plus any
cash or other assets (including interest and dividends accrued but not yet received) minus all
liabilities (including accrued expenses) by the total number of shares in the Fund outstanding at
such time.

Net Assets = Net Asset Value Per Share

Shares Outstanding

The Fund’s assets are generally valued at their market price on the valuation date based on
valuations provided by independent pricing services consistent with the Fund’s valuation
procedures.

Each security owned by the Fund that is listed on a securities exchange is valued at its last sale
price on that exchange on the date as of which assets are valued. Where the security is listed on
more than one exchange, the Fund will use the price of the exchange that the Fund generally
considers to be the principal exchange on which the stock is traded. If no sale is reported, the
security is valued at the mean between the last available bid and asked price.

Portfolio securities primarily traded on the NASDAQ Stock Market (“NASDAQ”) shall be
valued using the NASDAQ Official Closing Price (“NOCP”), which may not necessarily
represent the last sale price. If the NOCP is not available, such securities shall be valued at the
last sale price on the day of valuation, or if there has been no sale on such day, at the mean
between the bid and asked prices. OTC securities that are not traded on NASDAQ shall be valued
at the most recent trade price.

Fixed income securities are valued at the mean of the bid and asked prices as determined by an
independent pricing service, taking into consideration recent transactions, yield, liquidity, risk,
credit quality, coupon, maturity, type of issue and any other factors or market data the pricing
service deems relevant. Fixed income securities with remaining maturities of 60 days or less are
valued at amortized cost, which approximates fair value.

Exchange traded options are valued at the composite price, using the National Best Bid and Offer
quotes (“NBBO”). NBBO consists of the highest bid price and lowest ask price across any of the
exchanges on which an option is quoted, thus providing a view across the entire U.S. options
marketplace. Specifically, composite pricing looks at the last trades on the exchanges where the
options are traded. If there are no trades for the option on a given business day composite option
pricing calculates the mean of the highest bid price and lowest ask price across the exchanges
where the option is traded.

All other assets of the Fund are valued in such manner as the Board of Trustees in good faith
deems appropriate to reflect their fair value.

Purchase and Redemption of Fund Shares

Purchase of Shares

Shares of the Fund are sold in a continuous offering and may be purchased on any business day
from the Fund. The Fund may also authorize one or more financial intermediaries to accept
purchase orders (an “Authorized Intermediary”). Authorized Intermediaries are authorized to
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designate other Authorized Intermediaries to accept orders on the Fund’s behalf. An order is
deemed to be received when the Fund or an Authorized Intermediary accepts the order.

Orders received by the Fund or an Authorized Intermediary by the close of trading on the NYSE
(generally 4:00 p.m., Eastern time) on a business day will be processed at the applicable price
determined as of the close of trading on the NYSE on that day. Otherwise, the orders will be
processed at the next applicable price.

Orders received by financial intermediaries that are not Authorized Intermediaries, will be
processed at the applicable price next calculated after the Transfer Agent receives the order from
the financial intermediary.

Purchase Requests Must be Received in Good Order
“Good order” generally means that your purchase request includes:

The name of the Fund you are investing in;

The dollar amount of shares to be purchased;

The class of shares to be purchased;

Your Account Application or investment stub; and

A check payable to the name of the Fund or a wire transfer received by the Fund.

Shares of the Fund have not been registered for sale outside of the United States. Except for
investors with United States military APO or FPO addresses, the Fund does not sell shares to
investors residing outside the United States, even if they are United States citizens or lawful
permanent residents, and such purchase requests are not considered in good order.

Redemption of Shares

In general, orders to sell or “redeem” shares may be placed directly with the Fund or through a
financial intermediary. You may redeem all or part of your investment in the Fund’s shares on
any business day that the Fund calculates its NAV. It is the financial intermediary’s
responsibility to transmit orders timely to the Fund.

Redemption Requests Must be Received in Good Order

Your share price will be based on the next NAV per share calculated after the Transfer Agent or
an Authorized Intermediary receives your redemption request in good order. A redemption
request will generally be deemed in “good order” if it includes:

The shareholder’s name;

The name of the Fund you are redeeming;

The account number;

The share or dollar amount to be redeemed;

The class of shares to be redeemed; and

Signatures by all shareholders on the account (with signature(s) guaranteed if applicable).

Unless you instruct the Transfer Agent otherwise, redemption proceeds will be sent to the address
of record. The Fund will not be responsible for interest lost on redemption amounts due to lost or
misdirected mail.
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A signature guarantee of each owner is required in the following situations:

e If ownership is changed on your account;

e When redemption proceeds are payable or sent to any person, address or bank account
not on record;

e |f achange of address request was received by the Transfer Agent within the last 15 days;
or

e For all redemptions in excess of $100,000 from any shareholder account.

Non-financial transactions, including establishing or modifying certain services on an account,
may require a signature verification from a Signature Validation Program member or other
acceptable form of authentication from a financial institution source. Signature guarantees can
be obtained from banks and securities dealers, but not from a notary public.

The Fund may elect in the future to limit eligible signature guarantors to institutions that are
members of a signature guarantee program. The Fund and the Transfer Agent reserve the right to
amend these standards at any time without notice.

Redemption-in-Kind

The Fund normally does not intend to redeem shares in any form except cash. The Trust,
however, has filed a notice of election under Rule 18f-1 of the 1940 Act that allows the Fund to
redeem in-kind redemption requests during any 90-day period in excess of the lesser of $250,000
or 1% of the net assets of the Fund, valued at the beginning of such period. If the Fund pays your
redemption proceeds by a distribution of securities, you could incur brokerage or other charges in
converting the securities to cash, and will bear any market risks associated with such securities
until they are converted into cash. The Fund potentially could distribute MLP interests. The tax
reporting of MLP investments may be more complicated than the income tax reporting for stock
and debt investments in that you would receive a K-1, the income or loss would be subject to the
passive activity loss limitation provisions in the case of an individual or other non-corporate
owners, and you may be subject to state income tax filings and unrelated business income tax.

Cancellations
The Fund will not accept a request to cancel or modify a transaction once processing has begun.

Tax Matters

The following discussion is a summary of certain U.S. federal income tax considerations
affecting the Fund, its shareholders. The discussion reflects applicable U.S. federal income tax
laws of the U.S. as of the date of this SAI, which tax laws may be changed or subject to new
interpretations by the courts or the Internal Revenue Service (the “IRS”), possibly with
retroactive effect. No attempt is made to present a detailed explanation of all U.S. federal
income, estate or gift, or state, local or foreign tax concerns affecting the Fund and its
shareholders (including shareholders owning large positions in the Fund). The discussion set
forth herein does not constitute tax advice. Investors are urged to consult their own tax advisers
to determine the tax consequences to them of investing in the Fund.

50



In addition, no attempt is made to address tax concerns applicable to an investor with a special
tax status, such as a financial institution, “real estate investment trust,” insurance company, RIC,
individual retirement account, other tax-exempt entity, dealer in securities or non-U.S. investor.
Furthermore, this discussion does not reflect possible application of the alternative minimum tax.
Unless otherwise noted, this discussion assumes the Fund’s stock and debt securities are held by
U.S. persons and that such shares and securities are held as capital assets.

A U.S. holder is a beneficial owner that is for U.S. federal income tax purposes:

. A citizen or individual resident of the United States (including certain former
citizens and former long-term residents);

. A corporation or other entity treated as a corporation for U.S. federal income tax
purposes, created or organized in or under the laws of the United States or any
state thereof or the District of Columbia;

. An estate, the income of which is subject to U.S. federal income taxation
regardless of its source; or

. A trust with respect to which a court within the United States is able to exercise
primary supervision over its administration and one or more U.S. shareholders
have the authority to control all of its substantial decisions or the trust has made a
valid election in effect under applicable Treasury regulations to be treated as a
U.S. person.

A “Non-U.S. holder” is a beneficial owner of shares of the Fund that is an individual,
corporation, trust, or estate and is not a U.S. holder. If a partnership (including any entity treated
as a partnership for U.S. federal income tax purposes) holds shares of the Fund, the tax treatment
of a partner in the partnership will generally depend upon the status of the partner and the
activities of the partnership.

Each series of the Trust is treated as a separate entity for federal income tax purposes. The Fund,
a series of the Trust, intends to qualify and elect to be treated as a RIC under Subchapter M of the
Code, provided it complies with all applicable requirements regarding the source of its income,
diversification of its assets and timing of distributions.

As long as the Fund meets certain requirements that govern the Fund’s source of income,
diversification of assets and distribution of earnings to shareholders, the Fund will not be subject
to U.S. federal income tax on income distributed (or treated as distributed, as described below) to
its shareholders. With respect to the source of income requirement, the Fund must derive in each
taxable year at least 90% of its gross income (including tax-exempt interest) from (i) dividends,
interest, payments with respect to certain securities loans, and gains from the sale or other
disposition of stock, securities or foreign currencies, or other income (including but not limited to
gains from options, futures and forward contracts) derived with respect to its business of
investing in such shares, securities or currencies and (ii) net income derived from interests in
qualified publicly traded partnerships. A qualified publicly traded partnership is generally
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defined as a publicly traded partnership under Section 7704 of the Code, but does not include a
publicly traded partnership if 90% or more of its income is described in (i) above.

With respect to the diversification of assets requirement, the Fund must diversify its holdings so
that, at the end of each quarter of each taxable year, (i) at least 50% of the value of the Fund’s
total assets is represented by cash and cash items, U.S. government securities, the securities of
other RICs and other securities, with such other securities limited for purposes of such
calculation, in respect of any one issuer, to an amount not greater than 5% of the value of the
Fund’s total assets and not more than 10% of the outstanding voting securities of such issuer and
(if) not more than 25% of the value of the Fund’s total assets is invested in the securities of any
one issuer (other than U.S. government securities or the securities of other RICs), the securities
(other than the securities of other RICs) of any two or more issuers that the Fund controls and
that are determined to be engaged in the same, similar or related trades or businesses, or the
securities of one or more qualified publicly traded partnerships.

The Fund’s policy is to distribute to its shareholders substantially all of its net investment
company taxable income and any net realized long-term capital gains for each fiscal year in a
manner that complies with the distribution requirements of the Code, so that the Fund will not be
subject to any federal income or excise taxes based on net income. However, the Fund can give
no assurances that its anticipated distributions will be sufficient to eliminate all taxes. If the Fund
does not qualify as a regulated investment company, it would be taxed as a corporation and, in
such case, it would be more beneficial for a shareholder to directly own the Fund’s underlying
investments rather than indirectly owning the underlying investments through the Fund. If the
Fund fails to distribute (or be deemed to have distributed) by December 31 of each calendar year
(i) at least 98% of its ordinary income for such year, (ii) at least 98% of the excess of its realized
capital gains over its realized capital losses for the 12-month period ending on October 31 during
such year and (iii) any amounts from the prior calendar year that were not distributed and on
which the Fund paid no federal income tax, the Fund will be subject to a 4% excise tax.

Net investment income generally consists of interest, dividends, operational income from
investments in MLP companies, and short-term capital gains, less expenses. Net realized capital
gains for a fiscal period are computed by taking into account any capital loss carry forward of the
Fund.

Distributions of net investment income are generally taxable to shareholders as ordinary income.
For individual shareholders, a portion of the distributions paid by the Fund may consist of
qualified dividends eligible for taxation at the rate applicable to long-term capital gains to the
extent the Fund designates the amount distributed as a qualified dividend and the shareholder
meets certain holding period requirements with respect to his or her Fund shares. In the case of
corporate shareholders, a portion of the distributions may qualify for the intercorporate
dividends-received deduction to the extent the Fund designates the amount distributed as eligible
for deduction and the shareholder meets certain holding period requirements with respect to its
Fund shares. The aggregate amount so designated to either individuals or corporate shareholders
cannot, however, exceed the aggregate amount of such dividends received by the Fund for its
taxable year. In view of the Fund’s investment policies, it is expected that part (but not all) of the
distributions by the Fund may be eligible for the qualified dividend income treatment for
individual shareholders and the dividends-received deduction for corporate shareholders. Any
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distributions to you in excess of the Fund’s investment company taxable income and net capital
gains will be treated by you, first, as a tax-deferred return of capital, which is applied against and
will reduce the adjusted tax basis of your shares and, after such adjusted tax basis is reduced to
zero, will generally constitute capital gains.

Any long-term capital gain distributions are taxable to shareholders as long-term capital gains
regardless of the length of time shares have been held. Net capital gains distributions are not
eligible for the qualified dividend income treatment or the dividends-received deduction referred
to in the previous paragraph.

Distributions of any net investment income and net realized capital gains will be taxable as
described above, whether received in shares or in cash. Shareholders who choose to receive
distributions in the form of additional shares will have a cost basis for federal income tax
purposes in each share so received equal to the NAV of a share on the reinvestment date.
Distributions are generally taxable when received. However, distributions declared in October,
November or December to shareholders of record on a date in such a month and paid the
following January are taxable as if received on December 31. Distributions are includable in
alternative minimum taxable income in computing a shareholder’s liability for the alternative
minimum tax.

A redemption of Fund shares may result in recognition of a taxable gain or loss and, if held as a
capital asset, capital gain or loss. Any loss realized upon a redemption of shares within six
months from the date of their purchase will be treated as a long-term capital loss to the extent of
any amounts treated as distributions of long-term capital gains received on those shares. Any
loss realized upon a redemption may be disallowed under certain wash sale rules to the extent
shares of the Fund are purchased (through reinvestment of distributions or otherwise) within
30 days before or after the redemption.

Except in the case of certain exempt shareholders, if a shareholder does not furnish the Fund with
its correct Taxpayer Identification Number and certain certifications or the Fund receives
notification from the Internal Revenue Service requiring back-up withholding, the Fund is
required by federal law to withhold federal income tax from the shareholder’s distributions and
redemption proceeds currently at a rate of 28% for U.S. residents.

The Fund potentially could distribute MLP interests. The tax reporting of MLPs may be more
complicated than the income tax reporting for stock and debt investments in that you would
receive a K-1, the income or loss would be subject to the passive activity loss limitation
provisions in the case of an individual or other non-corporate owners, and you may be subject to
state income tax filings and unrelated business income tax.

Foreign taxpayers (including nonresident aliens) are generally subject to a flat withholding rate,
currently 30% on U.S. source income. This withholding rate may be lower under the terms of a
tax treaty. Certain distributions of short-term capital gains and qualified interest income of the
Fund will not be subject to withholding for tax years beginning before January 1, 2012.

Federal Income Taxation of MLPs. MLPs are similar to corporations in many respects, but differ

in others, especially in the way they are taxed for federal income tax purposes. A corporation is a

distinct legal entity, separate from its stockholders and employees and is treated as a separate
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entity for federal income tax purposes as well. Like individual taxpayers, a corporation must pay
a federal income tax on its income. To the extent the corporation distributes its income to its
stockholders in the form of dividends, the stockholders must pay federal income tax on the
dividends they receive. For this reason, it is said that corporate income is double-taxed, or taxed
at two levels.

An MLP that satisfies the Qualifying Income rules described below, and does not elect otherwise,
is treated for federal income tax purposes as a pass-through entity. No federal income tax is paid
at the partnership level. A partnership’s income is considered earned by all the partners; it is
allocated among all the partners in proportion to their interests in the partnership (generally as
provided in the partnership agreement), and each partner pays tax on his, her or its share of the
partnership’s income. All the other items that go into determining taxable income and tax owed
are passed through to the partners as well — capital gains and losses, deductions, credits, etc.
Partnership income is thus said to be single-taxed or taxed only at one level — that of the partner.
The Code generally requires “publicly traded partnerships” to be treated as corporations for
federal income tax purposes. However, if the publicly traded partnership satisfies certain
requirements and does not elect otherwise, the publicly traded partnership will be taxed as a
partnership for federal income tax purposes, referred to herein as an MLP. Under these
requirements, an MLP must derive each taxable year at least 90% of its gross income from
Qualifying Income.

Qualifying Income for MLPs includes interest, dividends, real estate rents, gain from the sale or
disposition of real property, certain income and gain from commaodities or commodity futures,
and income and gain from certain mineral or natural resources activities. Mineral or natural
resources activities that generate Qualifying Income include income and gains from the
exploration, development, mining or production, processing, refining, transportation (including
pipelines transporting gas, oil or products thereof), or the marketing of any mineral or natural
resource (including fertilizer, geothermal energy, and timber).

Because the MLP itself does not pay federal income tax, its income or loss is allocated to its
investors, irrespective of whether the investors receive any cash payment from the MLP. MLPs
generally make quarterly cash distributions. Although they resemble corporate dividends, MLP
distributions are treated differently. The MLP distribution is treated as a return of capital to the
extent of the investor’s basis in his MLP interest and, to the extent the distribution exceeds the
investor’s basis in the MLP interest, capital gain. The investor’s original basis is the price paid
for the units. The basis is adjusted downward with each distribution and allocation of deductions
(such as depreciation) and losses, and upwards with each allocation of income.

When the units are sold, the difference between the sales price and the investor’s adjusted basis is
the gain or loss for federal income tax purposes. The partner generally will not be taxed on
distributions until (1) he sells his MLP units and pays tax on his gain, which gain is increased
resulting from the basis decrease resulting from prior distributions; or (2) his basis reaches zero.
This discussion and the related discussion in the Prospectus have been prepared by Fund
management, and counsel to the Fund has expressed no opinion in respect thereof.
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This section is not intended to be a full discussion of federal tax laws and the effect of such laws
on you. There may be other federal, state, foreign or local tax considerations to a particular
investor. You are urged to consult your own tax adviser.

Distributions

The Fund will receive income in the form of dividends and interest earned on its investments in
securities or operational income from its investments securities of MLP companies. This income,
less the expenses incurred in its operations, is the Fund’s net investment income, substantially all
of which will be distributed to the Fund’s shareholders.

The amount of the Fund’s distributions is dependent upon the amount of net investment income
received by the Fund from its portfolio holdings, is not guaranteed, and is subject to the
discretion of the Board of Trustees. The Fund does not pay “interest” or guarantee any fixed rate
of return on an investment in its shares.

The Fund may also derive capital gains or losses in connection with sales or other dispositions of
its portfolio securities. Any net gain the Fund may realize from transactions involving
investments held less than the period required for long-term capital gain or loss recognition or
otherwise producing short-term capital gains and losses (taking into account any carryover of
capital losses from the eight previous taxable years), although a distribution from capital gains,
will be distributed to shareholders with and as a part of the distributions of net investment income
giving rise to ordinary income. If during any year the Fund realizes a net gain on transactions
involving investments held for the period required for long-term capital gain or loss recognition
or otherwise producing long-term capital gains and losses, the Fund will have a net long-term
capital gain. After deduction of the amount of any net short-term capital loss, the balance (to the
extent not offset by any capital losses carried over from the eight previous taxable years) will be
distributed and treated as long-term capital gains in the hands of the shareholders regardless of
the length of time the Fund’s shares may have been held by the shareholders. For more
information concerning applicable capital gains tax rates, see your tax adviser.

Any distribution paid by the Fund reduces that Fund’s NAV per share on the date paid by the
amount of the distribution per share. Accordingly, a distribution paid shortly after a purchase of
shares by a shareholder would represent, in substance, a partial return of principal (to the extent it
is paid on the shares so purchased), even though it would be subject to income taxes.

Distributions will be automatically reinvested in additional common shares, unless the
shareholder specifically has indicated otherwise. Investors have the right to change their elections
with respect to the reinvestment of distributions by notifying the Transfer Agent in writing.
However, any such change will be effective only as to distributions for which the record date is
five or more business days after the Transfer Agent has received the written request.

Financial Statements

As the Fund has recently commenced operations, there are no financial statements available at
this time. Shareholders of the Fund will be informed of the Fund’s progress through periodic
reports when those reports become available. Financial statements certified by the independent
registered public accounting firm will be submitted to shareholders at least annually.
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APPENDIX “A” DESCRIPTION OF BOND RATINGS

Standard & Poor’s Issue Credit Rating Definitions

A Standard & Poor’s issue credit rating is a forward-looking opinion about the creditworthiness of an
obligor with respect to a specific financial obligation, a specific class of financial obligations, or a specific
financial program (including ratings on medium-term note programs and commercial paper programs). It
takes into consideration the creditworthiness of guarantors, insurers, or other forms of credit enhancement
on the obligation and takes into account the currency in which the obligation is denominated. The opinion
reflects Standard & Poor’s view of the obligor’s capacity and willingness to meet its financial
commitments as they come due, and may assess terms, such as collateral security and subordination,
which could affect ultimate payment in the event of default.

Issue credit ratings can be either long term or short term. Short-term ratings are generally assigned to
those obligations considered short-term in the relevant market. In the U.S., for example, that means
obligations with an original maturity of no more than 365 days—including commercial paper. Short-term
ratings are also used to indicate the creditworthiness of an obligor with respect to put features on long-
term obligations. The result is a dual rating, in which the short-term rating addresses the put feature, in
addition to the usual long-term rating. Medium-term notes are assigned long-term ratings.

Short-Term Issue Credit Ratings

A-1

A short-term obligation rated “A-1" is rated in the highest category by Standard & Poor’s. The obligor’s
capacity to meet its financial commitment on the obligation is strong. Within this category, certain
obligations are designated with a plus sign (+). This indicates that the obligor’s capacity to meet its
financial commitment on these obligations is extremely strong.

A-2

A short-term obligation rated ‘A-2’ is somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than obligations in higher rating categories. However, the
obligor’s capacity to meet its financial commitment on the obligation is satisfactory.

A-3

A short-term obligation rated ‘A-3’ exhibits adequate protection parameters. However, adverse economic
conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to
meet its financial commitment on the obligation.

B

A short-term obligation rated ‘B’ is regarded as having significant speculative characteristics. Ratings of
‘B-1’, ‘B-2’, and ‘B-3’ may be assigned to indicate finer distinctions within the ‘B’ category. The obligor
currently has the capacity to meet its financial commitment on the obligation; however, it faces major
ongoing uncertainties which could lead to the obligor’s inadequate capacity to meet its financial
commitment on the obligation.
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B-1

A short-term obligation rated ‘B-1’ is regarded as having significant speculative characteristics, but the
obligor has a relatively stronger capacity to meet its financial commitments over the short-term compared
to other speculative-grade obligors.

B-2

A short-term obligation rated ‘B-2’ is regarded as having significant speculative characteristics, and the
obligor has an average speculative-grade capacity to meet its financial commitments over the short-term
compared to other speculative-grade obligors.

B-3

A short-term obligation rated ‘B-3’ is regarded as having significant speculative characteristics, and the
obligor has a relatively weaker capacity to meet its financial commitments over the short-term compared
to other speculative-grade obligors.

C

A short-term obligation rated ‘C’ is currently vulnerable to nonpayment and is dependent upon favorable
business, financial, and economic conditions for the obligor to meet its financial commitment on the
obligation.

D

A short-term obligation rated ‘D’ is in payment default. The ‘D’ rating category is used when payments
on an obligation, including a regulatory capital instrument, are not made on the date due even if the
applicable grace period has not expired, unless Standard & Poor’s believes that such payments will be
made during such grace period. The ‘D’ rating also will be used upon the filing of a bankruptcy petition
or the taking of a similar action if payments on an obligation are jeopardized.

SPUR (Standard & Poor’s Underlying Rating)

This is a rating of a stand-alone capacity of an issue to pay debt service on a credit-enhanced debt issue,
without giving effect to the enhancement that applies to it. These ratings are published only at the request
of the debt issuer/obligor with the designation SPUR to distinguish them from the credit-enhanced rating
that applies to the debt issue. Standard & Poor’s maintains surveillance of an issue with a published
SPUR.

Dual Ratings

Standard & Poor’s assigns “dual” ratings to all debt issues that have a put option or demand feature as
part of their structure. The first rating addresses the likelihood of repayment of principal and interest as
due, and the second rating addresses only the demand feature. The long-term rating symbols are used for
bonds to denote the long-term maturity and the short-term rating symbols for the put option (for example,
‘AAA/A-1+"). With U.S. municipal short-term demand debt, note rating symbols are used with the short-
term issue credit rating symbols (for example, ‘SP-1+/A-1+").

The ratings and other credit related opinions of Standard & Poor’s and its affiliates are statements of
opinion as of the date they are expressed and not statements of fact or recommendations to purchase,
hold, or sell any securities or make any investment decisions. Standard & Poor’s assumes no obligation
to update any information following publication. Users of ratings and credit related opinions should not
rely on them in making any investment decision. Standard &Poor’s opinions and analyses do not address
the suitability of any security. Standard & Poor’s Financial Services LLC does not act as a fiduciary or an
investment adviser. While Standard & Poor’s has obtained information from sources it believes to be
reliable, Standard & Poor’s does not perform an audit and undertakes no duty of due diligence or
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independent verification of any information it receives. Ratings and credit related opinions may be
changed, suspended, or withdrawn at any time.

Active Qualifiers (Currently applied and/or outstanding)

i

This subscript is used for issues in which the credit factors, terms, or both, that determine the likelihood
of receipt of payment of interest are different from the credit factors, terms or both that determine the
likelihood of receipt of principal on the obligation. The ‘i’ subscript indicates that the rating addresses the
interest portion of the obligation only. The ‘i’ subscript will always be used in conjunction with the ‘p’
subscript, which addresses likelihood of receipt of principal. For example, a rated obligation could be
assigned ratings of “AAAp NRi” indicating that the principal portion is rated “AAA” and the interest
portion of the obligation is not rated.

L
Ratings qualified with ‘L’ apply only to amounts invested up to federal deposit insurance limits.

p
This subscript is used for issues in which the credit factors, the terms, or both, that determine the

likelihood of receipt of payment of principal are different from the credit factors, terms or both that
determine the likelihood of receipt of interest on the obligation. The “p’ subscript indicates that the rating
addresses the principal portion of the obligation only. The ‘p” subscript will always be used in
conjunction with the ‘i’ subscript, which addresses likelihood of receipt of interest. For example, a rated
obligation could be assigned ratings of “AAAp NRi” indicating that the principal portion is rated “AAA”
and the interest portion of the obligation is not rated.

pi

Ratings with a “pi’ subscript are based on an analysis of an issuer’s published financial information, as
well as additional information in the public domain. They do not, however, reflect in-depth meetings
with an issuer’s management and therefore may be based on less comprehensive information than ratings
without a “pi’ subscript. Ratings with a ‘pi’ subscript are reviewed annually based on a new year’s
financial statements, but may be reviewed on an interim basis if a major event occurs that may affect the
issuer’s credit quality.

preliminary

Preliminary ratings, with the “‘prelim’ qualifier, may be assigned to obligors or obligations, including
financial programs, in the circumstances described below. Assignment of a final rating is conditional on
the receipt by Standard & Poor’s of appropriate documentation. Standard & Poor’s reserves the right not
to issue a final rating. Moreover, if a final rating is issued, it may differ from the preliminary rating.

. Preliminary ratings may be assigned to obligations, most commonly structured and project
finance issues, pending receipt of final documentation and legal opinions.
* Preliminary ratings are assigned to Rule 415 Shelf Registrations. As specific issues, with

defined terms, are offered from the master registration, a final rating may be assigned to them
in accordance with Standard & Poor’s policies
d Preliminary ratings may be assigned to obligations that will likely be issued upon the obligor’s
emergence from bankruptcy or similar reorganization, based on late-stage reorganization
plans, documentation and discussions with the obligor. Preliminary ratings may also be
assigned to the obligors. These ratings consider the anticipated general credit quality of the
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reorganized or post-bankruptcy issuer as well as attributes of the anticipated obligation(s).

A Preliminary ratings may be assigned to entities that are being formed or that are in the process
of being independently established when, in Standard & Poor’s opinion, documentation is
close to final. Preliminary ratings may also be assigned to these entities’ obligations.

o Preliminary ratings may be assigned when a previously unrated entity is undergoing a well-
formulated restructuring, recapitalization, significant financing or other transformative event,
generally at the point that investor or lender commitments are invited. The preliminary rating
may be assigned to the entity and to its proposed obligation(s). These preliminary ratings
consider the anticipated general credit quality of the obligor, as well as attributes of the
anticipated obligation(s), assuming successful completion of the transformative event. Should
the transformative event not occur, Standard & Poor’s would likely withdraw these
preliminary ratings.

b A preliminary recovery rating may be assigned to an obligation that has a preliminary issue
credit rating.

sf

The (sf) subscript is assigned to all issues and issuers to which a regulation, such as the European Union
Regulation on Credit Rating Agencies, requires the assignment of an additional symbol which
distinguishes a structured finance instrument or obligor (as defined in the regulation) from any other
instrument or obligor. The addition of this subscript to a credit rating does not change the definition of
that rating or our opinion about the issue’s or issuer’s creditworthiness.

t
This symbol indicates termination structures that are designed to honor their contracts to full maturity or,
should certain events occur, to terminate and cash settle all their contracts before their final maturity date.

unsolicited
Unsolicited ratings are those credit ratings assigned at the initiative of Standard & Poor’s and not at the
request of the issuer or its agents.

Inactive Qualifiers (No longer applied or outstanding)

*

This symbol indicated continuance of the ratings is contingent upon Standard & Poor’s receipt of an
executed copy of the escrow agreement or closing documentation confirming investments and cash flows.
Discontinued use in August 1998.

C
This qualifier was used to provide additional information to investors that the bank may terminate its
obligation to purchase tendered bonds if the long-term credit rating of the issuer is below an investment-
grade level and/or the issuer’s bonds are deemed taxable. Discontinued use in January 2001.

pr
The letters “pr’ indicate that the rating is provisional. A provisional rating assumes the successful
completion of the project financed by the debt being rated and indicates that payment of debt service
requirements is largely or entirely dependent upon the successful, timely completion of the project. This
rating, however, while addressing credit quality subsequent to completion of the project, makes no
comment on the likelihood of or the risk of default upon failure of such completion. The investor should
exercise his own judgment with respect to such likelihood and risk.
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q
A ‘g’ subscript indicates that the rating is based solely on quantitative analysis of publicly available

information. Discontinued use in April 2001.

r

The ‘r’ modifier was assigned to securities containing extraordinary risks, particularly market risks, which
are not covered in the credit rating. The absence of an ‘r’ modifier should not be taken as an indication
that an obligation will not exhibit extraordinary non-credit related risks. Standard & Poor’s discontinued
the use of the ‘r’ modifier for most obligations in June 2000 and for the balance of obligations (mainly
structured finance transactions) in November 2002.

Local Currency and Foreign Currency Risks

Country risk considerations are a standard part of Standard & Poor’s analysis for credit ratings on any
issuer or issue. Currency of repayment is a key factor in this analysis. An obligor’s capacity to repay
foreign currency obligations may be lower than its capacity to repay obligations in its local currency due
to the sovereign government’s own relatively lower capacity to repay external versus domestic debt.
These sovereign risk considerations are incorporated in the debt ratings assigned to specific issues.
Foreign currency issuer ratings are also distinguished from local currency issuer ratings to identify those
instances where sovereign risks make them different for the same issuer.
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Moody’s Credit Rating Definitions

Purpose

The system of rating securities was originated by John Moody in 1909. The purpose of Moody’s ratings is
to provide investors with a simple system of gradation by which relative creditworthiness of securities
may be noted.

Rating Symbols

Gradations of creditworthiness are indicated by rating symbols, with each symbol representing a group in
which the credit characteristics are broadly the same. There are nine symbols as shown below, from that
used to designate least credit risk to that denoting greatest credit risk:

AaaAaABaaBaB CaaCaC
Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through
Caa.

Absence of a Rating
Where no rating has been assigned or where a rating has been withdrawn, it may be for reasons unrelated
to the creditworthiness of the issue.

Should no rating be assigned, the reason may be one of the following:

1. An application was not received or accepted.

2. The issue or issuer belongs to a group of securities or entities that are not rated as a matter of policy.
3. There is a lack of essential data pertaining to the issue or issuer.

4. The issue was privately placed, in which case the rating is not published in Moody’s publications.

Withdrawal may occur if new and material circumstances arise, the effects of which preclude satisfactory
analysis; if there is no longer available reasonable up-to-date data to permit a judgment to be formed; if a
bond is called for redemption; or for other reasons.

Changes in Rating

The credit quality of most issuers and their obligations is not fixed and steady over a period of time, but
tends to undergo change. For this reason changes in ratings occur so as to reflect variations in the intrinsic
relative position of issuers and their obligations.

A change in rating may thus occur at any time in the case of an individual issue. Such rating change
should serve notice that Moody’s observes some alteration in creditworthiness, or that the previous rating
did not fully reflect the quality of the bond as now seen. While because of their very nature, changes are
to be expected more frequently among bonds of lower ratings than among bonds of higher ratings.
Nevertheless, the user of bond ratings should keep close and constant check on all ratings — both high
and low — to be able to note promptly any signs of change in status that may occur.
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Limitations to Uses of Ratings*

Obligations carrying the same rating are not claimed to be of absolutely equal credit quality. In a broad
sense, they are alike in position, but since there are a limited number of rating classes used in grading
thousands of bonds, the symbols cannot reflect the same shadings of risk which actually exist.

As ratings are designed exclusively for the purpose of grading obligations according to their credit
quality, they should not be used alone as a basis for investment operations. For example, they have no
value in forecasting the direction of future trends of market price. Market price movements in bonds are
influenced not only by the credit quality of individual issues but also by changes in money rates and
general economic trends, as well as by the length of maturity, etc. During its life even the highest rated
bond may have wide price movements, while its high rating status remains unchanged.

The matter of market price has no bearing whatsoever on the determination of ratings, which are not to be
construed as recommendations with respect to “attractiveness”. The attractiveness of a given bond may
depend on its yield, its maturity date or other factors for which the investor may search, as well as on its
credit quality, the only characteristic to which the rating refers.

Since ratings involve judgments about the future, on the one hand, and since they are used by investors as
a means of protection, on the other, the effort is made when assigning ratings to look at “worst”
possibilities in the “visible” future, rather than solely at the past record and the status of the present.
Therefore, investors using the rating should not expect to find in them a reflection of statistical factors
alone, since they are an appraisal of long-term risks, including the recognition of many non-statistical
factors.

Though ratings may be used by the banking authorities to classify bonds in their bank examination
procedure, Moody’s ratings are not made with these bank regulations in mind. Moody’s Investors
Service’s own judgment as to the desirability or non-desirability of a bond for bank investment purposes
is not indicated by Moody’s ratings.

Moody’s ratings represent the opinion of Moody’s Investors Service as to the relative creditworthiness of
securities. As such, they should be used in conjunction with the descriptions and statistics appearing in
Moody’s publications. Reference should be made to these statements for information regarding the issuer.
Moody’s ratings are not commercial credit ratings. In no case is default or receivership to be imputed
unless expressly stated.

*As set forth more fully on the copyright, credit ratings are, and must be construed solely as, statements
of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. Each
rating or other opinion must be weighed solely as one factor in any investment decision made by or on
behalf of any user of the information, and each such user must accordingly make its own study and
evaluation of each security and of each issuer and guarantor of, and each provider of credit support for,
each security that it may consider purchasing, selling or holding.

Short-Term Ratings

Moody’s short-term ratings are opinions of the ability of issuers to honor short-term financial obligations.
Ratings may be assigned to issuers, short-term programs or to individual short-term debt instruments.
Such obligations generally have an original maturity not exceeding thirteen months, unless explicitly
noted.

Moody’s employs the following designations to indicate the relative repayment ability of rated issuers:
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P-1
Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt
obligations.

P-2
Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt
obligations.

P-3
Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term
obligations.

NP
Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories.

Note: Canadian issuers rated P-1 or P-2 have their short-term ratings enhanced by the senior-most long-
term rating of the issuer, its guarantor or support-provider.

Short-term vs. Long-term Ratings
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Fitch’s National Credit Ratings

For those countries in which foreign and local currency sovereign ratings are below ‘AAA’, and where
there is demand for such ratings, Fitch Ratings will provide National Ratings. It is important to note that
each National Rating scale is unique and is defined to serve the needs of the local market in question.

The National Rating scale provides a relative measure of creditworthiness for rated entities only within
the country concerned. Under this rating scale, a *‘AAA’ Long-Term National Rating will be assigned to
the lowest relative risk within that country, which, in most but not all cases, will be the sovereign state.

The National Rating scale merely ranks the degree of perceived risk relative to the lowest default risk in
that same country. Like local currency ratings, National Ratings exclude the effects of sovereign and
transfer risk and exclude the possibility that investors may be unable to repatriate any due interest and
principal repayments. It is not related to the rating scale of any other national market. Comparisons
between different national scales or between an individual national scale and the international rating scale
are therefore inappropriate and potentially misleading. Consequently they are identified by the addition of
a special identifier for the country concerned, such as ‘AAA(arg)’ for National Ratings in Argentina.

In certain countries, regulators have established credit rating scales, to be used within their domestic
markets, using specific nomenclature. In these countries, the agency’s National Short-Term Rating
definitions for ‘F1+(xxx)’, ‘F1(xxx)’, ‘F2(xxx)’ and ‘F3(xxx)’ may be substituted by the regulatory
scales, e.g. “‘Al+’, “‘Al’, ‘A2’ and *A3’. The below definitions thus serve as a template, but users should
consult the individual scales for each country listed on the agency’s web-site to determine if any
additional or alternative category definitions apply.

National Short-Term Credit Ratings

F1(xxx)

Indicates the strongest capacity for timely payment of financial commitments relative to other issuers or
obligations in the same country. Under the agency’s National Rating scale, this rating is assigned to the
lowest default risk relative to others in the same country. Where the liquidity profile is particularly strong,
a “+” is added to the assigned rating.

F2(xxx)

Indicates a good capacity for timely payment of financial commitments relative to other issuers or
obligations in the same country. However, the margin of safety is not as great as in the case of the higher
ratings.

F3(xxx)

Indicates an adequate capacity for timely payment of financial commitments relative to other issuers or
obligations in the same country. However, such capacity is more susceptible to near-term adverse changes
than for financial commitments in higher rated categories.

B(xxx)

Indicates an uncertain capacity for timely payment of financial commitments relative to other issuers or
obligations in the same country. Such capacity is highly susceptible to near-term adverse changes in
financial and economic conditions.
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C(xxx)

Indicates a highly uncertain capacity for timely payment of financial commitments relative to other
issuers or obligations in the same country. Capacity for meeting financial commitments is solely reliant
upon a sustained, favorable business and economic environment.

D(xxx)
Indicates actual or imminent payment default.

Notes to Long-Term and Short-Term National Ratings:

The ISO country code suffix is placed in parentheses immediately following the rating letters to indicate
the identity of the National market within which the rating applies. For illustrative purposes, (xxx) has
been used.

“+” or “-” may be appended to a National Rating to denote relative status within a major rating category.
Such suffixes are not added to the ‘AAA(xxx)’ Long-Term National Rating category, to categories below
‘CCC(xxx)’, or to Short-Term National Ratings other than ‘F1(xxx)’.
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LONG-TERM RATINGS

Standard & Poor’s Long-Term Issue Credit Ratings

Issue credit ratings are based, in varying degrees, on Standard & Poor’s analysis of the following
considerations:

® Likelihood of payment—capacity and willingness of the obligor to meet its financial commitment on
an obligation in accordance with the terms of the obligation;

® Nature of and provisions of the obligation;

® Protection afforded by, and relative position of, the obligation in the event of bankruptcy,
reorganization, or other arrangement under the laws of bankruptcy and other laws affecting
creditors’ rights.

Issue ratings are an assessment of default risk, but may incorporate an assessment of relative seniority or
ultimate recovery in the event of default. Junior obligations are typically rated lower than senior
obligations, to reflect the lower priority in bankruptcy, as noted above. (Such differentiation may apply
when an entity has both senior and subordinated obligations, secured and unsecured obligations, or
operating company and holding company obligations.)

AAA
An obligation rated ‘AAA’ has the highest rating assigned by Standard & Poor’s. The obligor’s capacity
to meet its financial commitment on the obligation is extremely strong.

AA
An obligation rated ‘AA’ differs from the highest-rated obligations only to a small degree. The obligor’s
capacity to meet its financial commitment on the obligation is very strong.

A

An obligation rated ‘A’ is somewhat more susceptible to the adverse effects of changes in circumstances
and economic conditions than obligations in higher-rated categories. However, the obligor’s capacity to
meet its financial commitment on the obligation is still strong.

BBB

An obligation rated ‘BBB’ exhibits adequate protection parameters. However, adverse economic
conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to
meet its financial commitment on the obligation.

BB, B, CCC,CC,and C

Obligations rated ‘BB’, ‘B’, ‘CCC’, “‘CC’, and “C’ are regarded as having significant speculative
characteristics. ‘BB’ indicates the least degree of speculation and “‘C’ the highest. While such obligations
will likely have some quality and protective characteristics, these may be outweighed by large
uncertainties or major exposures to adverse conditions.

BB

An obligation rated ‘BB’ is less vulnerable to nonpayment than other speculative issues. However, it
faces major ongoing uncertainties or exposure to adverse business, financial, or economic conditions
which could lead to the obligor’s inadequate capacity to meet its financial commitment on the obligation.
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B

An obligation rated ‘B’ is more vulnerable to nonpayment than obligations rated ‘BB’, but the obligor
currently has the capacity to meet its financial commitment on the obligation. Adverse business,
financial, or economic conditions will likely impair the obligor’s capacity or willingness to meet its
financial commitment on the obligation.

CCC

An obligation rated ‘CCC’ is currently vulnerable to nonpayment, and is dependent upon favorable
business, financial, and economic conditions for the obligor to meet its financial commitment on the
obligation. In the event of adverse business, financial, or economic conditions, the obligor is not likely to
have the capacity to meet its financial commitment on the obligation.

CC
An obligation rated ‘CC’ is currently highly vulnerable to nonpayment.

C

A “C’ rating is assigned to obligations that are currently highly vulnerable to nonpayment, obligations that
have payment arrearages allowed by the terms of the documents, or obligations of an issuer that is the
subject of a bankruptcy petition or similar action which have not experienced a payment default. Among
others, the ‘C’ rating may be assigned to subordinated debt, preferred stock or other obligations on which
cash payments have been suspended in accordance with the instrument’s terms or when preferred stock is
the subject of a distressed exchange offer, whereby some or all of the issue is either repurchased for an
amount of cash or replaced by other instruments having a total value that is less than par.

D

An obligation rated ‘D’ is in payment default. The ‘D’ rating category is used when payments on an
obligation, including a regulatory capital instrument, are not made on the date due even if the applicable
grace period has not expired, unless Standard & Poor’s believes that such payments will be made during
such grace period. The ‘D’ rating also will be used upon the filing of a bankruptcy petition or the taking
of similar action if payments on an obligation are jeopardized. An obligation’s rating is lowered to ‘D’
upon completion of a distressed exchange offer, whereby some or all of the issue is either repurchased for
an amount of cash or replaced by other instruments having a total value that is less than par.

Plus (+) or minus (-)
The ratings from *‘AA’ to *CCC’ may be modified by the addition of a plus (+) or minus (-) sign to show
relative standing within the major rating categories.

NR
This indicates that no rating has been requested, that there is insufficient information on which to base a
rating, or that Standard & Poor’s does not rate a particular obligation as a matter of policy.

See active and inactive qualifiers following Standard & Poors Short-Term Issue Credit Ratings beginning
on page A-3.
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Moody’s Long-Term Debt Ratings

Long-Term Obligation Ratings

Moody’s long-term obligation ratings are opinions of the relative credit risk of fixed-income obligations
with an original maturity of one year or more. They address the possibility that a financial obligation will
not be honored as promised. Such ratings reflect both the likelihood of default and any financial loss
suffered in the event of default.

Moody’s Long-Term Rating Definitions:

Aaa
Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.

Aa
Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.

A
Obligations rated A are considered upper-medium grade and are subject to low credit risk.

Baa
Obligations rated Baa are subject to moderate credit risk. They are considered medium-grade and as such
may possess certain speculative characteristics.

Ba
Obligations rated Ba are judged to have speculative elements and are subject to substantial credit risk.

B
Obligations rated B are considered speculative and are subject to high credit risk.

Caa
Obligations rated Caa are judged to be of poor standing and are subject to very high credit risk.

Ca
Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of
recovery of principal and interest.

C
Obligations rated C are the lowest rated class of bonds and are typically in default, with little prospect for
recovery of principal or interest.

Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa
through Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic rating
category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower
end of that generic rating category.
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Fitch’s National Long-Term Credit Ratings

AAA(XXX)

*‘AAA’ National Ratings denote the highest rating assigned by the agency in its National Rating scale for
that country. This rating is assigned to issuers or obligations with the lowest expectation of default risk
relative to all other issuers or obligations in the same country.

AA(XXX)

‘AA’ National Ratings denote expectations of very low default risk relative to other issuers or obligations
in the same country. The default risk inherent differs only slightly from that of the country’s highest rated
issuers or obligations.

A(XXX)

‘A’ National Ratings denote expectations of low default risk relative to other issuers or obligations in the
same country. However, changes in circumstances or economic conditions may affect the capacity for
timely repayment to a greater degree than is the case for financial commitments denoted by a higher rated
category.

BBB(xxx)

‘BBB’ National Ratings denote a moderate default risk relative to other issuers or obligations in the same
country. However, changes in circumstances or economic conditions are more likely to affect the capacity
for timely repayment than is the case for financial commitments denoted by a higher rated category.

BB(xxx)

‘BB’ National Ratings denote an elevated default risk relative to other issuers or obligations in the same
country. Within the context of the country, payment is uncertain to some degree and capacity for timely
repayment remains more vulnerable to adverse economic change over time.

B(xxx)

‘B’ National Ratings denote a significantly elevated default risk relative to other issuers or obligations in
the same country. Financial commitments are currently being met but a limited margin of safety remains
and capacity for continued timely payments is contingent upon a sustained, favorable business and
economic environment. For individual obligations, may indicate distressed or defaulted obligations with
potential for extremely high recoveries.

CCC(xxx)

‘CCC’ National Ratings denote that default is a real possibility. Capacity for meeting financial
commitments is solely reliant upon sustained, favorable business or economic conditions.

CC(xxx)
‘CC’ National Ratings denote that default of some kind appears probable.

C(xxx)
‘C’ National Ratings denote that default is imminent.

D(xxx)
‘D’ National Ratings denote an issuer or instrument that is currently in default.
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Notes to Long-Term and Short-Term National Ratings:
The 1SO country code suffix is placed in parentheses immediately following the rating letters to indicate
the identity of the National market within which the rating applies. For illustrative purposes, (xxx) has

been used.

“+” or “-” may be appended to a National Rating to denote relative status within a major rating category.
Such suffixes are not added to the ‘AAA(xxx)’ Long-Term National Rating category, to categories below
‘CCC(xxx)’, or to Short-Term National Ratings other than *F1(xxx)’.
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MUNICIPAL NOTE RATINGS

Standard & Poor’s Municipal Short-Term Note Ratings Definitions

A Standard & Poor’s U.S. municipal note rating reflects Standard & Poor’s opinion about the liquidity
factors and market access risks unigue to the notes. Notes due in three years or less will likely receive a
note rating. Notes with an original maturity of more than three years will most likely receive a long-term
debt rating. In determining which type of rating, if any, to assign, Standard & Poor’s analysis will review
the following considerations:

®* Amortization schedule—the larger the final maturity relative to other maturities, the more likely it
will be treated as a note; and

® Source of payment—the more dependent the issue is on the market for its refinancing, the more likely
it will be treated as a note.

Note rating symbols are as follows:

SP-1

Strong capacity to pay principal and interest. An issue determined to possess a very strong capacity to
pay debt service is given a plus (+) designation.

SP-2

Satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and
economic changes over the term of the notes.

SP-3
Speculative capacity to pay principal and interest.

See active and inactive qualifiers following Standard & Poors Short-Term Issue Credit Ratings
beginning on page A-3.

Moody’s US Municipal Short-Term Debt And Demand Obligation Ratings

Short-Term Debt Ratings

There are three rating categories for short-term municipal obligations that are considered investment
grade. These ratings are designated as Municipal Investment Grade (MIG) and are divided into three
levels -- MIG 1 through MIG 3. In addition, those short-term obligations that are of speculative quality
are designated SG, or speculative grade. MIG ratings expire at the maturity of the obligation.

MIG 1
This designation denotes superior credit quality. Excellent protection is afforded by established cash
flows, highly reliable liquidity support, or demonstrated broad-based access to the market for refinancing.

MIG 2

This designation denotes strong credit quality. Margins of protection are ample, although not as large as
in the preceding group.
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MIG 3
This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow,
and market access for refinancing is likely to be less well-established.

SG
This designation denotes speculative-grade credit quality. Debt instruments in this category may lack
sufficient margins of protection.

Demand Obligation Ratings

In the case of variable rate demand obligations (VRDOSs), a two-component rating is assigned; a long or
short-term debt rating and a demand obligation rating. The first element represents Moody’s evaluation of
the degree of risk associated with scheduled principal and interest payments. The second element
represents Moody’s evaluation of the degree of risk associated with the ability to receive purchase price
upon demand (“demand feature”), using a variation of the MIG rating scale, the Variable Municipal
Investment Grade or VMIG rating.

When either the long- or short-term aspect of a VRDO is not rated, that piece is designated NR, e.g.,
Aaa/NR or NR/VMIG 1.

VMIG rating expirations are a function of each issue’s specific structural or credit features.

VMIG 1

This designation denotes superior credit quality. Excellent protection is afforded by the superior short-
term credit strength of the liquidity provider and structural and legal protections that ensure the timely
payment of purchase price upon demand.

VMIG 2

This designation denotes strong credit quality. Good protection is afforded by the strong short-term credit
strength of the liquidity provider and structural and legal protections that ensure the timely payment of
purchase price upon demand.

VMIG 3

This designation denotes acceptable credit quality. Adequate protection is afforded by the satisfactory
short-term credit strength of the liquidity provider and structural and legal protections that ensure the
timely payment of purchase price upon demand.

SG

This designation denotes speculative-grade credit quality. Demand features rated in this category may be
supported by a liquidity provider that does not have an investment grade short-term rating or may lack the
structural and/or legal protections necessary to ensure the timely payment of purchase price upon demand.
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