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This Statement of Additional Information (“SAI”) is not a prospectus. This SAI should be read in conjunction with 
the prospectus of Alpha Alternative Assets Fund (the “Fund”), dated January 31, 2024 (the “Prospectus”), as it may be 
supplemented from time to time. The Prospectus is hereby incorporated by reference into this SAI (legally made a part 
of this SAI). Capitalized terms used but not defined in this SAI have the meanings given to them in the Prospectus. 
This SAI does not include all information that a prospective investor should consider before purchasing the shares of 
the Fund.

You should obtain and read the Prospectus and any related Prospectus supplement prior to purchasing any of the Fund’s 
securities. A copy of the Prospectus may be obtained without charge by calling the Fund toll-free at (877) 774-7724 
or by visiting the Fund’s website at www.funds.alphagrowthmgt.com. Information on the website is not incorporated 
herein by reference. The Fund’s filings with the SEC are also available to the public on the SEC’s Internet web site 
at www.sec.gov. Copies of these filings may be obtained, after paying a duplicating fee, by electronic request at the 
following E-mail address: publicinfo@sec.gov.
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GENERAL INFORMATION AND HISTORY

The Fund is a continuously offered, non-diversified, closed-end management investment company that is operated as 
an interval fund. The Fund was organized as a Delaware statutory trust on May 9, 2019. The investment objectives 
and principal investment strategies of the Fund, as well as the principal risks associated with the Fund’s investment 
strategies, are set forth in the Prospectus. Certain additional investment information is set forth below. The Fund may 
issue an unlimited number of shares of beneficial interest. All shares of the Fund have equal rights and privileges. Each 
share of the Fund is entitled to one vote on all matters as to which shares are entitled to vote. In addition, each share 
of the Fund is entitled to participate equally with other shares (i) in dividends and distributions declared by the Fund 
and (ii) on liquidation to its proportionate share of the assets remaining after satisfaction of outstanding liabilities. 
Shares of the Fund are fully paid and non-assessable when issued and have no pre-emptive, conversion or exchange 
rights. Fractional shares have proportionately the same rights, including voting rights, as are provided for a full share.

The Fund engages in a continuous offering of its shares, sold through its Prospectus. The Fund’s Board of Trustees 
(the “Board” or “Trustees” or “Board of Trustees”) may classify and reclassify the shares of the Fund into additional 
classes of shares at a future date. The Fund currently offers two classes of shares: Class A shares and Class I shares.

Alpha Growth Management, LLC (the “Adviser”) serves as the Fund’s investment adviser.
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ADDITIONAL INFORMATION ABOUT THE FUND’S INVESTMENT OBJECTIVE, POLICIES, 
INVESTMENT STRATEGIES AND RISKS

Investment Objective

The Fund’s investment objective is current income and long-term capital appreciation.

Fundamental Policies

The Fund’s stated fundamental policies, which may only be changed by the affirmative vote of a majority of the 
outstanding voting securities of the Fund (the shares), are listed below. For the purposes of this SAI, “majority of the 
outstanding voting securities of the Fund” means the vote, at an annual or special meeting of shareholders, duly called, 
(a) of 67% or more of the shares present at such meeting, if the holders of more than 50% of the outstanding shares are 
present or represented by proxy; or (b) of more than 50% of the outstanding shares, whichever is less.

(1)	 The Fund may not borrow money, except to the extent permitted by the Investment Company Act of 1940, 
as amended (the “1940 Act”) (which currently limits borrowing to no more than 33-⅓% of the value of the 
Fund’s total assets, including the value of the assets purchased with the proceeds of its indebtedness, if any).

(2)	 The Fund may not issue senior securities, except to the extent permitted by Section 18 of the 1940 Act 
(which currently limits the issuance of a class of senior securities that is indebtedness to no more than 
33-⅓% of the value of the Fund’s total assets or, if the class of senior security is stock, to no more than 
50% of the value of the Fund’s total assets).

(3)	 The Fund may not purchase securities on margin, except the Fund may (a) obtain such short-term credit as 
may be necessary for the clearance of purchases and sales of its portfolio securities; (b) enter into repurchase 
or reverse repurchase agreements (and purchase securities using the proceeds of such transactions) and 
(c) pay or transfer margin or collateral in connection with engaging in transactions in derivatives.

(4)	 The Fund may not underwrite securities of other issuers, except insofar as the Fund may be deemed an 
underwriter under the Securities Act of 1933, as amended (the “Securities Act”) in connection with the 
disposition of its portfolio securities. The Fund may invest in restricted securities (those that must be 
registered under the Securities Act before they may be offered or sold to the public).

(5)	 The Fund will concentrate, i.e., invest 20% or more of its total assets in the insurance industry. For purposes 
of determining industry concentration, if the Fund invests in its wholly owned subsidiary or affiliated 
underlying registered investment companies, the Fund will treat the assets of the subsidiary or underlying 
registered investment companies as if held directly by the Fund. Further, if the Fund invests in unaffiliated 
underlying investment companies, the Fund will consider the concentration of the underlying investment 
companies for purposes of determining compliance with its own concentration policy.

(6)	 The Fund may not purchase or sell commodities, unless acquired as a result of ownership of securities or 
other investments, except that the Fund may purchase and sell forward and futures contracts and options 
to the full extent permitted under the 1940 Act, sell foreign currency contracts in accordance with any 
rules of the Commodity Futures Trading Commission, invest in securities or other instruments backed by 
or linked to commodities, and invest in companies that are engaged in a commodities business or have a 
significant portion of their assets in commodities, and may invest in commodity pools and other entities 
that purchase and sell commodities and commodity contracts.

(7)	 The Fund may not make loans to others, except (a) where each loan is represented by a note executed 
by the borrower, (b) through the purchase of debt securities or other investments in accordance with its 
investment objectives and policies, (c) to the extent the entry into a repurchase agreement, in a manner 
consistent with the Fund’s investment policies or as otherwise permitted under the 1940 Act, is deemed to 
be a loan, and (d) by loaning portfolio securities.

(8)	 The Fund may purchase or sell real estate or interests in real estate, securities that are secured by or represent 
interests in real estate (e.g. mortgage loans evidenced by notes or other writings defined to be a type of 
security), mortgage-related securities or investments in companies engaged in the real estate business or 
that have a significant portion of their assets in real estate (including real estate investment trusts).
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(9)	 The Fund will make quarterly repurchase offers pursuant to Rule 23c-3 under the 1940 Act for no less 
than for 5% of the Fund’s shares outstanding at net asset value (“NAV”) less any repurchase fee, unless 
suspended or postponed in accordance with regulatory requirements, and each repurchase pricing shall 
occur no later than the 14th day after the Repurchase Request Deadline, or the next business day if the 
14th is not a business day.

If a restriction on the Fund’s investments is adhered to at the time an investment is made, a subsequent change in the 
percentage of Fund assets invested in certain securities or other instruments, or change in average duration of the 
Fund’s investment portfolio, resulting from changes in the value of the Fund’s total assets, will not be considered a 
violation of the restriction; provided, however, that the asset coverage requirement applicable to borrowings shall be 
maintained in the manner contemplated by applicable law.

For the purposes of determining compliance with its concentration policy, the Fund will consider the concentration 
of the underlying investment companies or other pooled investment vehicles (including closed-end funds, business 
development companies (“BDCs”) and CLOs) in which the Fund invests.

Additional Information About Principal and Non-Principal Investment Strategies and Risks

Principal Investment Strategies and Risks

Collateralized Loan Obligations.  The Fund may invest in CLOs, which are debt instruments typically backed by a 
pool of loans. The risks of an investment in a CLO depend largely on the type of the collateral securities and the class 
of the CLO in which the Fund invests. Some CLOs have credit ratings, but are typically issued in various classes with 
various priorities. Normally, CLOs are privately offered and sold (that is, they are not registered under the securities 
laws) and may be characterized by the Fund as illiquid securities; however, an active dealer market may exist for CLOs 
that qualify for Rule 144A transactions. In addition to the normal interest rate, default and other risks of fixed income 
securities, CLOs carry additional risks, including the possibility that distributions from collateral securities will not be 
adequate to make interest or other payments, the quality of the collateral may decline in value or default, the Fund may 
invest in CLOs that are subordinate to other classes, values may be volatile, and disputes with the issuer may produce 
unexpected investment results.

CLN Risk.  A CLN is a form of collateralized credit derivative. It is structured as a note issued by a bankruptcy-remote 
issuer, with an embedded credit default swap allowing the issuer to transfer a specific credit risk, such as default or 
failure to pay, to investors. In the case of a default on a reference obligation within the portfolio, the investors receive 
a recovery rate. The note may have a stated maturity and coupon, which may be fixed or floating and make payments 
on a monthly, quarterly or semiannual basis. A CLN is non-principal protected. Investors’ capital is 100% at risk and 
investors may lose all of their initial investment. The issuer is not obligated to repay the debt if a specified event occurs. 
The reference portfolios may be subject to replenishments, which may materially change the characteristics of the 
portfolio subject to concentration limitations. In addition to the credit risk of the reference portfolio, payments on the 
credit linked notes are subject to the credit risk of the referenced entity. In the case of a default, the special purpose 
entity or trust may pay par minus the recovery rate.

Direct Lending/Origination Risk.  To the extent the Fund is the sole lender in privately offered debt, it may be solely 
responsible for the expense of servicing that debt, including, if necessary, taking legal actions to foreclose on any 
security instrument securing the debt (e.g., the mortgage or, in the case of a mezzanine loan, the pledge). This may 
increase the risk and expense to the Fund compared to syndicated or publicly offered debt. The Fund may originate 
certain of its investments with the expectation of later syndicating a portion of such investment to third parties. Prior to 
such syndication, or if such syndication is not successful, the Fund’s exposure to the originated investment may exceed 
the exposure that the Adviser intended to have over the long-term or would have had had it purchased such investment 
in the secondary market rather than originating it.

A portion of the Fund’s investments may be directly originated. The Fund’s inability to raise capital and the risk of 
portfolio company defaults may materially and adversely affect the Fund’s investment originations, business, liquidity, 
financial condition, results of operations and its ability to make distributions to its shareholders. The Fund may 
originate or acquire certain investments with the expectation that the loan will make payments in kind or default and 
borrowers will forfeit assets and the Fund may collect amendment fees.



S-4

Asset-Backed Securities.  Asset-backed securities represent participations in, or are secured by and payable from, 
assets such as motor vehicle installment sales, installment loan contracts, leases of various types of real and personal 
property, receivables from revolving credit (credit card) agreements and other categories of receivables. Such assets 
are securitized through the use of trusts and special purpose corporations. Payments or distributions of principal and 
interest may be guaranteed up to certain amounts and for a certain time period by a letter of credit or a pool insurance 
policy issued by a financial institution unaffiliated with the trust or corporation, or other credit enhancements may be 
present.

The Fund may invest in asset-backed securities. Such securities are often subject to more rapid repayment than their 
stated maturity date would indicate as a result of the pass-through of prepayments of principal on the underlying loans. 
During periods of declining interest rates, prepayment of loans underlying asset-backed securities can be expected to 
accelerate. Accordingly, the Fund’s ability to maintain positions in such securities will be affected by reductions in 
the principal amount of such securities resulting from prepayments, and its ability to reinvest the returns of principal 
at comparable yields is subject to generally prevailing interest rates at that time. To the extent that the Fund invests 
in asset-backed securities, the values of the Fund’s portfolio securities will vary with changes in market interest rates 
generally and the differentials in yields among various kinds of asset-backed securities.

Asset-backed securities present certain additional risks because asset-backed securities generally do not have the 
benefit of a security interest in collateral that is comparable to mortgage assets. Credit card receivables are generally 
unsecured and the debtors on such receivables are entitled to the protection of a number of state and federal consumer 
credit laws, many of which give such debtors the right to set-off certain amounts owed on the credit cards, thereby 
reducing the balance due. Automobile receivables generally are secured, but by automobiles rather than residential 
real property. Most issuers of automobile receivables permit the loan servicers to retain possession of the underlying 
obligations. If the servicer were to sell these obligations to another party, there is a risk that the purchaser would acquire 
an interest superior to that of the holders of the asset-backed securities. In addition, because of the large number of 
vehicles involved in a typical issuance and technical requirements under state laws, the trustee for the holders of the 
automobile receivables may not have a proper security interest in the underlying automobiles. Therefore, if the issuer 
of an asset-backed security defaults on its payment obligations, there is the possibility that, in some cases, the Fund 
will be unable to possess and sell the underlying collateral and that the Fund’s recoveries on repossessed collateral may 
not be available to support payments on these securities.

Syndicated Loans and Participations and Risks Related to Exposure to Certain Types of Loans.  The Fund’s 
investment program may include significant amounts of syndicated loans and participations. These obligations are 
subject to unique risks, including (i) the possible avoidance of an investment transaction as a “preferential transfer,” 
“fraudulent conveyance” or “fraudulent transfer,” among other avoidance actions, under relevant bankruptcy, insolvency 
and/or creditors’ rights laws, (ii) so-called “lender liability” claims by the issuer of the obligations, (iii) environmental 
liabilities that may arise with respect to collateral securing the obligations, (iv) limitations on the ability of the Fund to 
directly enforce its rights with respect to participations and (v) the contractual nature of participations where the Fund 
takes on the credit risk of the agent bank rather than the actual borrower.

The Fund may acquire interests in loans either directly (by way of assignment) or indirectly (by way of participation). 
The purchaser of an assignment typically succeeds to all the rights and obligations of the assigning institution and 
becomes a contracting party under the loan agreement with respect to the loan; however, its rights can be more 
restricted than those of the assigning institution. Participations in a portion of a loan typically result in a contractual 
relationship only with the institution participating out the interest and not with the obligor. The Fund would, in such 
a case, have the right to receive payments of principal and interest to which it is entitled only from the institution 
selling the participation, and not directly from the obligor, and only upon receipt by such institution of such payments 
from the obligor. As the owner of a participation, the Fund generally will have no right to enforce compliance by the 
obligor with the terms of the loan agreement or to vote on amendments to the loan agreement, nor any rights of set-off 
against the obligor, and the Fund may not directly benefit from collateral supporting the loan in which it has purchased 
the participation. In addition, in the event of the insolvency of the selling institution, the Fund may be treated as a 
general creditor of such selling institution, and may not have any exclusive or senior claim with respect to the selling 
institution’s interest in, or the collateral with respect to, the applicable loan. Consequently, the Fund will assume the 
credit risk of both the obligor and the institution selling the participation to the Fund. As a result, concentrations of 
participations from any one selling institution subject the Fund to an additional degree of risk with respect to defaults 
by such selling institution.
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The Fund may be subject to risks associated with syndicated loans. Under the documentation for syndicated loans, 
a financial institution or other entity typically is designated as the administrative agent and/or collateral agent. This 
agent is granted a lien on any collateral on behalf of the other lenders and distributes payments on the indebtedness as 
they are received. The agent is the party responsible for administering and enforcing the loan and generally may take 
actions only in accordance with the instructions of a majority or two-thirds in commitments and/or principal amount 
of the associated indebtedness. In most cases for the Fund’s syndicated loan investments, the Fund does not expect to 
hold a sufficient amount of the indebtedness to be able to compel any actions by the agent. Consequently, the Fund 
would only be able to direct such actions if instructions from the Fund were made in conjunction with other holders of 
associated indebtedness that together with the Fund compose the requisite percentage of the related indebtedness then 
entitled to take action. Conversely, if holders of the required amount of the associated indebtedness other than the Fund 
desire to take certain actions, such actions may be taken even if the Fund did not support such actions. Furthermore, 
if a syndicated loan is subordinated to one or more senior loans made to the applicable obligor, the ability of the Fund 
to exercise such rights may be subordinated to the exercise of such rights by the senior lenders. Whenever the Fund 
is unable to direct such actions, the parties taking such actions may not have interests that are aligned with us, and 
the actions taken may not be in the Fund’s best interests. In addition, the Fund’s ability to direct such actions may be 
limited by the tax rules governing publicly traded partnerships.

If an investment is a syndicated revolving loan or delayed drawdown loan, other lenders may fail to satisfy their full 
contractual funding commitments for such loan, which could create a breach of contract, result in a lawsuit by the 
obligor against the lenders and adversely affect the fair market value of the Fund’s investment.

There is a risk that a loan agent may become bankrupt or insolvent. Such an event would delay, and possibly impair, 
any enforcement actions undertaken by holders of the associated indebtedness, including attempts to realize upon the 
collateral securing the associated indebtedness and/or direct the agent to take actions against the related obligor or the 
collateral securing the associated indebtedness and actions to realize on proceeds of payments made by obligors that 
are in the possession or control of any other financial institution. In addition, the Fund may be unable to remove the 
agent in circumstances in which removal would be in the Fund’s best interests. Moreover, agented loans typically allow 
for the agent to resign with certain advance notice, and the Fund may not find a replacement agent on a timely basis, 
or at all, in order to protect our investment.

The Fund’s investment program may include significant amounts of loans made to individuals, including mortgage 
loans and consumer loans. As a result of these loan investments, the Fund could be subject to liability for potential 
violations of predatory lending laws, which could materially adversely affect the Fund. Loan originators and servicers 
are required to comply with various federal, state and local laws and regulations, including anti-predatory lending laws 
and laws and regulations imposing certain restrictions on requirements on high cost loans. Failure of loan originators or 
servicers to comply with these laws, to the extent any of their loans become part of our assets, could subject the Fund, 
as an assignee or purchaser of the related loans, to monetary penalties and could result in the borrowers rescinding the 
affected loans. Lawsuits have been brought in various states making claims against assignees or purchasers of high 
cost loans for violations of state law. Named defendants in these cases have included assignees or purchasers of certain 
types of loans the Fund may invest in. If the loans are found to have been originated in violation of predatory or abusive 
lending laws, the Fund could incur losses, which could materially adversely affect the Fund.

The Fund is exposed to the performance of consumer loans both through the consumer loans that it owns directly, and 
through those consumer loans to which the Fund is exposed indirectly through its ownership of consumer-loan-backed 
ABS. The ability of borrowers to repay consumer loans may be adversely affected by numerous borrower-specific 
factors, including unemployment, divorce, major medical expenses or personal bankruptcy. General factors, including 
an economic downturn, high energy costs or acts of God or terrorism, may also affect the financial stability of 
borrowers and impair their ability or willingness to repay their loans. Whenever any of the Fund’s consumer loans 
defaults, the Fund is at risk of loss to the extent of any deficiency between the liquidation value of the collateral, if 
any, securing the loan, and the principal and accrued interest of the loan. Many of the Fund’s anticipated investments 
in consumer loans are unsecured, or are secured by collateral (such as an automobile) that depreciates rapidly; as a 
result, these loans may be at greater risk of loss than residential real estate loans. Pursuing any remaining deficiency 
following a default is often difficult or impractical, especially when the borrower has a low credit score, making 
further substantial collection efforts unwarranted. In addition, repossessing personal property securing a consumer 
loan can present additional challenges, including locating and taking physical possession of the collateral. The Fund 
relies on servicers who service these consumer loans, to, among other things, collect principal and interest payments 
on the loans and perform loss mitigation services, and these servicers may not perform in a manner that promotes 
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the Fund’s interests. Since the Fund purchases some of its consumer loans and its consumer-loan-backed ABS at a 
premium to the remaining unpaid principal balance, the Fund may incur a loss when such loans are voluntarily prepaid. 
There can be no guarantee that the Fund will not suffer unexpected losses on its investments as a result of the factors 
set out above, which could materially adversely affect the Fund.

Certain consumer advocacy groups, media reports, and federal and state legislators have asserted that laws and 
regulations should be tightened to severely limit, if not eliminate, the availability of certain consumer loan products. 
The consumer advocacy groups and media reports generally focus on higher cost consumer loans, which are typically 
made to less creditworthy borrowers, and which bear interest rates that are higher than the interest rates typically 
charged by lending institutions to more creditworthy consumers. These consumer advocacy groups and media reports 
have characterized these consumer loans as predatory or abusive. If the negative characterization of these types of loans 
becomes increasingly accepted by consumers, legislators or regulators, our reputation, as a purchaser of such loans, 
could be negatively impacted. Furthermore, if legislators or regulators take action against originators of consumer 
loans or provide for payment relief for borrowers, we could incur additional losses on the consumer loans we have 
purchased.

Participation Interests Risks.  Participation interests in which the Fund invests are unsecured and participants have 
limited rights. The Fund will hold many of its assets in participation interests or other indirect economic interests 
in loans or other debt assets. In such circumstances, the Fund will not directly own the debt assets underlying such 
participation interests or other economic interests and/or have custody thereof. While the originating lender’s interest 
is secured by the assets pledged to the underlying loan from which the participation interest stems, the participation 
interests held by the Fund are not directly secured by the same assets. As such, if the originating lender becomes 
insolvent, then the participation interests could be superseded by the senior creditors of the originating lender and the 
Fund may lose some or all of their investment or payment thereon could be substantially delayed.

In addition, as an owner of participation interests or other indirect economic interests (including as a member of a 
loan syndicate), the Fund may not be able to assert any rights against borrowers of the underlying indebtedness, and 
may need to rely on the holder/custodian (or other financial institution) issuing the participation interests or such 
other entity charged with the responsibility for asserting such rights, if any. Such holders/custodians and financial 
institutions or other entities may have reasons not to assert their rights, whether due to a limited financial interest in 
the outcome, other relationships with the underlying defaulting borrowers, the threat of potential counterclaims or 
other reasons, that may diverge from our interests. The failure of such holders/custodians and financial institutions or 
other entities to assert their rights (on the Fund’s behalf) or the insolvency of such entities could materially adversely 
affect the Fund’s NAV.

“Covenant-Lite” Loans.  The loan investments that the Fund holds may include “covenant-lite” or “cov-lite” loans. 
Cov-lite loans have fewer protective covenants than traditional loans have, which means that they are issued with fewer 
restrictions on the borrower and fewer protections for the lender. For example, cov-lite loans tend to be more flexible 
with regard to the borrower’s collateral, level of income, and the loan’s payment terms, and they tend to have fewer 
requirements intended to protect the lender’s safety, like financial maintenance tests that measure the debt-service 
capabilities of the borrower. Cov-lite loans therefore may carry more risk to the lender (i.e., the Fund as investor) than 
traditional loans do.

Real Estate and Real Estate-Related Assets.  Real estate and real estate-related assets (such as mortgage loans 
and mortgage-backed securities (“MBS”)) are subject to the risks associated with real property. Real estate and real 
estate-related assets are subject to various risks, including:

•	 continued declines in the value of real estate;

•	 acts of God, including earthquakes, floods, and other natural disasters, which may result in uninsured 
losses;

•	 acts of war or terrorism, including the consequences of terrorist attacks, such as those that occurred on 
September 11, 2001;

•	 adverse changes in national and local economic and market conditions;

•	 changes in governmental laws and regulations, fiscal policies and zoning ordinances and the related costs 
of compliance with laws and regulations, fiscal policies and zoning ordinances;
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•	 costs of remediation and liabilities associated with environmental conditions such as indoor mold;

•	 potential liabilities for other legal actions related to property ownership including tort claims; and

•	 the potential for uninsured or under-insured property losses.

Mortgage-Backed Securities.  The Fund may invest in a variety of mortgage-related and other asset-backed securities 
issued by government agencies or other governmental entities or by private originators or issuers.

Mortgage-related securities include mortgage pass-through securities, collateralized mortgage obligations (“CMOs”), 
residential mortgage-backed securities (“RMBS”), commercial mortgage-backed securities (“CMBS”), mortgage 
dollar rolls, CMO residuals, adjustable rate mortgage-backed securities (“ARMBS”), stripped mortgage-backed 
securities (“SMBS”), home equity conversion mortgage backed securities (“HMBS”) and other securities that directly 
or indirectly represent a participation in, or are secured by and payable from, mortgage loans on real property.

Mortgage Pass-Through Securities and RMBS.  Interests in pools of mortgage-related securities differ from other 
forms of debt securities, which normally provide for periodic payment of interest in fixed amounts with principal 
payments at maturity or specified call dates. Instead, these securities provide a monthly payment which consists of 
both interest and principal payments. In effect, these payments are a “pass through” of the monthly payments made 
by the individual borrowers on their residential or commercial mortgage loans, net of any fees paid to the issuer or 
guarantor of such securities. Additional payments are caused by repayments of principal resulting from the sale of 
the underlying property, refinancing or foreclosure, net of fees or costs that may be incurred. Some mortgage-related 
securities (such as securities issued by the Government National Mortgage Association (“GNMA”)) are described as 
“modified pass-through.” These securities entitle the holder to receive all interest and principal payments owed on the 
mortgage pool, net of certain fees, at the scheduled payment dates regardless of whether or not the mortgagor actually 
makes the payment.

The rate of pre-payments on underlying mortgages will affect the price and volatility of a mortgage-related security, 
and may have the effect of shortening or extending the effective duration of the security relative to what was anticipated 
at the time of purchase. To the extent that unanticipated rates of prepayment on underlying mortgages increase the 
effective duration of a mortgage-related security, the volatility of such security can be expected to increase. The 
mortgage market in the United States has experienced heightened difficulties over the past several years that may 
adversely affect the performance and market value of mortgage-related investments. Delinquencies and losses on 
residential and commercial mortgage loans (especially subprime and second-lien residential mortgage loans) generally 
have increased recently and may continue to increase, and a decline in or flattening of property values (as has recently 
been experienced and may continue to be experienced in many markets) may exacerbate such delinquencies and 
losses. Borrowers with adjustable-rate mortgage loans are more sensitive to changes in interest rates, which affect 
their monthly mortgage payments, and may be unable to secure replacement mortgages at comparably low interest 
rates. Also, a number of residential mortgage loan originators have recently experienced serious financial difficulties 
or bankruptcy. Owing largely to the foregoing, reduced investor demand for mortgage loans and mortgage-related 
securities and increased investor yield requirements have caused limited liquidity in the secondary market for 
mortgage-related securities, which can adversely affect the market value of mortgage-related securities. It is possible 
that such limited liquidity in such secondary markets could continue or worsen.

The principal U.S.  governmental guarantor of mortgage-related securities is GNMA.  GNMA is a wholly owned 
U.S. Government corporation within the Department of Housing and Urban Development. GNMA is authorized to 
guarantee, with the full faith and credit of the U.S.  Government, the timely payment of principal and interest on 
securities issued by institutions approved by GNMA (such as savings and loan institutions, commercial banks and 
mortgage bankers) and backed by pools of mortgages insured by the Federal Housing Administration (the “FHA”), 
or guaranteed by the Department of Veterans Affairs (the “VA”). Government-related guarantors (i.e., not backed 
by the full faith and credit of the U.S. Government) include the Federal National Mortgage Association (“FNMA”) 
and the Federal Home Loan Mortgage Corporation (“FHLMC”). FNMA is a government-sponsored corporation the 
common stock of which is owned entirely by private stockholders. FNMA purchases conventional (i.e., not insured or 
guaranteed by any government agency) residential mortgages from a list of approved seller/servicers which include 
state and federally chartered savings and loan associations, mutual savings banks, commercial banks and credit unions 
and mortgage bankers. Pass-through securities issued by FNMA are guaranteed as to timely payment of principal 
and interest by FNMA, but are not backed by the full faith and credit of the U.S. Government. FHLMC was created 
by Congress in 1970 for the purpose of increasing the availability of mortgage credit for residential housing. It is a 
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government-sponsored corporation formerly owned by the twelve Federal Home Loan Banks but the common stock 
of which is now owned entirely by private stockholders. FHLMC issues Participation Certificates (“PCs”), which are 
pass-through securities, each representing an undivided interest in a pool of residential mortgages. FHLMC guarantees 
the timely payment of interest and ultimate collection of principal, but PCs are not backed by the full faith and credit 
of the U.S. Government.

On September 6, 2008, FHFA placed FNMA and FHLMC into conservatorship. As the conservator, FHFA succeeded 
to all rights, titles, powers and privileges of FNMA and FHLMC and of any stockholder, officer or director of FNMA 
and FHLMC with respect to FNMA and FHLMC and the assets of FNMA and FHLMC. FHFA selected a new chief 
executive officer and chairman of the board of directors for each of FNMA and FHLMC.  In connection with the 
conservatorship, the U.S. Treasury entered into a Senior Preferred Stock Purchase Agreement with each of FNMA and 
FHLMC pursuant to which the U.S. Treasury will purchase up to an aggregate of $100 billion of each of FNMA and 
FHLMC to maintain a positive net worth in each enterprise. This agreement contains various covenants that severely 
limit each enterprise’s operations. In exchange for entering into these agreements, the U.S. Treasury received $1 billion 
of each enterprise’s senior preferred stock and warrants to purchase 79.9% of each enterprise’s common stock. On 
February 18, 2009, the U.S. Treasury announced that it was doubling the size of its commitment to each enterprise 
under the Senior Preferred Stock Program to $200 billion. The U.S. Treasury’s obligations under the Senior Preferred 
Stock Program are for an indefinite period of time for a maximum amount of $200 billion per enterprise. FNMA and 
FHLMC are continuing to operate as going concerns while in conservatorship and each remain liable for all of its 
obligations, including its guaranty obligations, associated with its mortgage-backed securities. The Senior Preferred 
Stock Purchase Agreement is intended to enhance each of FNMA’s and FHLMC’s ability to meet its obligations. The 
FHFA has indicated that the conservatorship of each enterprise will end when the director of FHFA determines that 
FHFA’s plan to restore the enterprise to a safe and solvent condition has been completed.

The U.S. Government, through the U.S. Treasury, FHA, and the Federal Deposit Insurance Corporation (“FDIC”), 
has implemented various programs designed to provide homeowners with assistance in avoiding mortgage loan 
foreclosures. The programs may involve, among other things, the modification of mortgage loans to reduce the 
principal amount of the loans or the rate of interest payable on the loans, or to extend the payment terms of the loans. 
Loan modification and refinance programs may adversely affect the performance of credit sensitive RMBS, and 
residential mortgage loans. In the case of credit sensitive RMBS, a significant number of loan modifications with 
respect to a given security, including those related to principal forgiveness and coupon reduction, could negatively 
impact the realized yields and cash flows on such security. Similarly, principal forgiveness and/or coupon reduction 
could negatively impact the performance of any residential mortgage loans we own. In addition, it is also likely that 
loan modifications would result in increased prepayments on some RMBS.

The U.S.  Congress and various state and local legislatures are considering, and in the future may consider, 
mortgage-related legislation that would affect our business, including legislation that would permit limited assignee 
liability for certain violations in the mortgage loan origination process, and legislation that would allow judicial 
modification of loan principal in the event of personal bankruptcy. The Fund cannot predict whether or in what form 
Congress or the various state and local legislatures may enact legislation affecting its contemplated investments or 
whether any such legislation will require the Fund to change its practices or make changes in its portfolio in the 
future. These changes, if required, could materially adversely affect the Fund, particularly if we make such changes in 
response to new or amended laws, regulations or ordinances in any state where the Fund acquires a significant portion 
of its mortgage loans, or if such changes result in the Fund being held responsible for any violations in the mortgage 
loan origination process.

The existing loan modification programs, together with future legislative or regulatory actions, including possible 
amendments to the bankruptcy laws, which result in the modification of outstanding residential mortgage loans and/or 
changes in the requirements necessary to qualify for refinancing mortgage loans with Fannie Mae, Freddie Mac, or 
Ginnie Mae, may adversely affect the value of, and the returns on, the Fund’s assets.

Commercial banks, savings and loan institutions, private mortgage insurance companies, mortgage bankers and other 
secondary market issuers also create pass-through pools of conventional residential mortgage loans. Such issuers may 
be the originators and/or servicers of the underlying mortgage loans as well as the guarantors of the mortgage-related 
securities. Pools created by such non-governmental issuers generally offer a higher rate of interest than government 
and government-related pools because there are no direct or indirect government or agency guarantees of payments in 
the former pools. However, timely payment of interest and principal of these pools may be supported by various forms 
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of insurance or guarantees, including individual loan, title, pool and hazard insurance and letters of credit, which may 
be issued by governmental entities or private insurers. Such insurance and guarantees and the creditworthiness of the 
issuers thereof will be considered in determining whether a mortgage-related security meets the Fund’s investment 
quality standards. There can be no assurance that the private insurers or guarantors can meet their obligations under 
the insurance policies or guarantee arrangements. The Fund may buy mortgage-related securities without insurance 
or guarantees if, the Adviser determines that the securities meet the Fund’s risk/reward standards. Securities issued by 
certain private organizations may not be readily marketable.

The Fund’s portfolio includes credit sensitive RMBS which are backed by residential mortgage loans that do not 
conform to the Fannie Mae or Freddie Mac underwriting guidelines, including subprime, manufactured housing, 
Alt-A, and prime jumbo mortgage loans. Consequently, the principal and interest on credit sensitive RMBS, unlike 
those on agency RMBS, are not guaranteed by GSEs such as Fannie Mae and Freddie Mac or, in the case of Ginnie 
Mae, the U.S. Government.

Credit sensitive RMBS are subject to many of the risks of the respective underlying mortgage loans. A residential 
mortgage loan is typically secured by single-family residential property and is subject to risks of delinquency and 
foreclosure and risk of loss. The ability of a borrower to repay a loan secured by a residential property is dependent upon 
the income or assets of the borrower. A number of factors, including a general economic downturn, unemployment, acts 
of God, terrorism, social unrest, and civil disturbances, may impair borrowers’ abilities to repay their mortgage loans. 
In periods following home price declines, “strategic defaults” (decisions by borrowers to default on their mortgage 
loans despite having the ability to pay) also may become more prevalent.

In the event of defaults under mortgage loans backing any of the Fund’s credit sensitive RMBS, the Fund will bear a 
risk of loss of principal to the extent of any deficiency between the value of the collateral and the principal and accrued 
interest of the mortgage loan. The law informally known as the Tax Cuts and Jobs Act (“TCJA”), which was enacted 
in 2017, reduced the mortgage interest deduction and the state and local income and property tax deduction. These 
changes could adversely impact housing prices in markets to which we have exposure.

Additionally, in the event of the bankruptcy of a mortgage loan borrower, the mortgage loan to such borrower will 
be deemed to be secured only to the extent of the value of the underlying collateral at the time of bankruptcy (as 
determined by the bankruptcy court), and the lien securing the mortgage loan will be subject to the avoidance powers 
of the bankruptcy trustee or debtor-in-possession to the extent the lien is unenforceable under state law. Foreclosure 
of a mortgage loan can be an expensive and lengthy process which could have a substantial negative effect on our 
anticipated return on the foreclosed mortgage loan. If borrowers default on the mortgage loans backing the Fund’s 
credit sensitive RMBS and the Fund is unable to recover any resulting loss through the foreclosure process, the Fund 
could be materially adversely affected.

Less stringent underwriting guidelines and the resultant potential for delinquencies or defaults on certain mortgage 
loans could lead to losses on many of the credit sensitive RMBS the Fund holds.

Many of the credit sensitive RMBS in which the Fund invests are collateralized by Alt-A and subprime mortgage 
loans, which are mortgage loans that were originated using less stringent underwriting guidelines than those used 
in underwriting prime mortgage loans (mortgage loans that generally conform to Fannie Mae or Freddie Mac 
underwriting guidelines). These underwriting guidelines were more permissive as to borrower credit history or credit 
score, borrower debt-to-income ratio, loan-to-value ratio, and/or as to documentation (such as whether and to what 
extent borrower income was required to be disclosed or verified). In addition, even when specific underwriting 
guidelines were represented by loan originators as having been used in connection with the origination of mortgage 
loans, these guidelines were in many cases not followed as a result of aggressive lending practices, fraud (including 
borrower or appraisal fraud), or other factors. Mortgage loans that were underwritten pursuant to less stringent or 
looser underwriting guidelines, or that were poorly underwritten to their stated guidelines, have experienced, and 
should be expected to experience in the future, substantially higher rates of delinquencies, defaults, and foreclosures 
than those experienced by mortgage loans that were underwritten in a manner more consistent with Fannie Mae or 
Freddie Mac guidelines. Thus, because of the higher delinquency rates and losses associated with Alt-A and subprime 
mortgage loans, the performance of RMBS backed by Alt-A and subprime mortgage loans that the Fund may acquire 
could be correspondingly adversely affected, which could adversely impact our business, financial condition and 
results of operations.
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The Fund depends on a variety of services provided by third-party service providers related to its credit sensitive 
RMBS, European assets, and mortgage loans and loan pools. The Fund relies on the mortgage servicers who service 
the mortgage loans backing its credit sensitive RMBS, its European assets, as well as the mortgage loans and loan 
pools that the Fund owns directly, to, among other things, collect principal and interest payments on the underlying 
mortgages and perform loss mitigation services. These mortgage servicers and other service providers to the Fund’s 
credit sensitive RMBS, and European assets, such as trustees, bond insurance providers, due diligence vendors, 
and custodians, may not perform in a manner that promotes the Fund’s interests. In addition, legislation that has 
been enacted or that may be enacted in order to reduce or prevent foreclosures through, among other things, loan 
modifications, may reduce the value of mortgage loans backing the Fund’s credit sensitive RMBS or whole mortgage 
loans that it acquires. Mortgage servicers may be incentivized by the U.S. federal, state, or local governments to pursue 
such loan modifications, as well as forbearance plans and other actions intended to prevent foreclosure, even if such 
loan modifications and other actions are not in the best interests of the beneficial owners of the mortgage loans. In 
addition to legislation that creates financial incentives for mortgage loan servicers to modify loans and take other 
actions that are intended to prevent foreclosures, legislation has also been adopted that creates a safe harbor from 
liability to creditors for servicers that undertake loan modifications and other actions that are intended to prevent 
foreclosures. Finally, legislation has been adopted that delays the initiation or completion of foreclosure proceedings 
on specified types of residential mortgage loans or otherwise limit the ability of mortgage servicers to take actions 
that may be essential to preserve the value of the mortgage loans underlying the mortgage servicing rights. Any such 
limitations are likely to cause delayed or reduced collections from mortgagors and generally increase servicing costs. 
As a result of these legislative actions, the mortgage loan servicers on which the Fund relies may not perform in its 
best interests or up to its expectations. If the applicable third-party service providers, including mortgage servicers, do 
not perform as expected, the Fund may be materially adversely affected.

The Fund relies on mortgage servicers for our loss mitigation efforts, and the Fund also may engage in its own loss 
mitigation efforts with respect to whole mortgage loans that the Fund owns directly. Such loss mitigation efforts may 
be unsuccessful or not cost effective.

Both default frequency and default severity of mortgage loans are highly dependent on the quality of the mortgage 
servicer. The Fund depend on the loss mitigation efforts of mortgage servicers and in some cases “special servicers,” 
which are mortgage servicers who specialize in servicing non-performing loans. If mortgage servicers are not vigilant 
in encouraging borrowers to make their monthly payments, the borrowers are far less likely to make those payments. 
In addition, for the whole mortgage loans that the Fund owns directly, the Fund may engage in its own loss mitigation 
efforts over and beyond the efforts of the mortgage servicers, including more hands-on mortgage servicer oversight 
and management, borrower refinancing solicitations, as well as other efforts. These loss mitigation efforts may be 
unsuccessful in limiting delinquencies, defaults, and losses, or may not be cost effective, which may materially 
adversely affect the Fund. In addition, the Fund’s ability to accomplish such loss mitigation may be limited by the tax 
rules governing publicly traded partnerships.

One of the biggest risks for credit sensitive RMBS is the uncertainty around the timing and ability of servicers to 
foreclose on defaulted loans, so that they can liquidate the underlying properties and ultimately pass the liquidation 
proceeds through to RMBS holders. Given the magnitude of the housing crisis, and in response to the well-publicized 
failures of many servicers to follow proper foreclosure procedures, mortgage servicers are being held to much higher 
foreclosure-related documentation standards than they previously were. However, because many mortgages have been 
transferred and assigned multiple times (and by means of varying assignment procedures) throughout the origination, 
warehouse, and securitization processes, mortgage servicers are generally having much more difficulty furnishing the 
requisite documentation to initiate or complete foreclosures. This leads to stalled or suspended foreclosure proceedings, 
and ultimately additional foreclosure-related costs. Foreclosure-related delays also tend to increase ultimate loan loss 
severities as a result of property deterioration, amplified legal and other costs, and other factors. Many factors delaying 
foreclosure, such as borrower lawsuits and judicial backlog and scrutiny, are outside of a servicer’s control and have 
delayed, and will likely continue to delay, foreclosure processing in both judicial states (where foreclosures require 
court involvement) and non-judicial states. The concerns about deficiencies in foreclosure practices of servicers and 
related delays in the foreclosure process may impact our loss assumptions and affect the values of, and the Fund’s 
returns on and investments in RMBS and residential mortgage loans.

To the extent that due diligence is conducted on potential assets, such due diligence may not reveal all of the risks 
associated with such assets and may not reveal other weaknesses in such assets, which could lead to losses. Before 
making an investment, the Adviser may decide to conduct (either directly or using third parties) certain due diligence. 
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There can be no assurance that the Adviser will conduct any specific level of due diligence, or that, among other 
things, the Adviser’s due diligence processes will uncover all relevant facts or that any purchase will be successful, 
which could result in losses on these assets, which, in turn, could adversely affect the Fund.

Sellers of the mortgage loans that the Fund acquires, or that underlie the credit sensitive RMBS in which the Fund 
invests, may be unable to repurchase defective mortgage loans, which could have a material adverse effect on the value 
of the Fund’s loans, or the loans held by the trust that issued the RMBS, and could cause shortfalls in the payments due 
on the RMBS or losses on the mortgage loans.

Sellers of mortgage loans that the Fund acquires or that are sold to the trusts that issued the credit sensitive RMBS 
in which the Fund invests made various representations and warranties related to the mortgage loans sold by them 
to the Fund or the trusts that issued the RMBS. If a seller fails to cure a material breach of its representations and 
warranties with respect to any mortgage loan in a timely manner, then the Fund, or the trustee or the servicer of the 
loans, may have the right to require that the seller repurchase the defective mortgage loan (or in some cases substitute 
a performing mortgage loan). It is possible, however, that for financial or other reasons, the seller either may not be 
capable of repurchasing defective mortgage loans, or may dispute the validity of or otherwise resist its obligation to 
repurchase defective mortgage loans. The inability or unwillingness of a seller to repurchase defective mortgage loans 
from the Fund or from a credit sensitive RMBS trust in which the Fund invests would likely cause higher rates of 
delinquencies, defaults, and losses for the mortgage loans the Fund holds, or the mortgage loans backing such credit 
sensitive RMBS, and ultimately greater losses for the Fund’s investment in such assets.

Certain securities that the Fund acquires are deemed by rating agencies to have substantial vulnerability to default in 
payment of interest and/or principal. Other securities that the Fund acquires have the lowest quality ratings or are unrated. 
Many securities that the Fund acquires are subordinated in cash flow priority to other more “senior” securities of the same 
securitization. The exposure to defaults on the underlying mortgages is severely magnified in subordinated securities. 
Certain subordinated securities (“first loss securities”) absorb all losses from default before any other class of securities 
is at risk. Such securities therefore are considered to be highly speculative investments. Also, the risk of declining real 
estate values, in particular, is amplified in subordinated RMBS, as are the risks associated with possible changes in the 
market’s perception of the entity issuing or guaranteeing them, or by changes in government regulations and tax policies. 
Accordingly, the subordinated and lower-rated (or unrated) securities in which the Fund invests may experience significant 
price and performance volatility relative to more senior or higher-rated securities, and they are subject to greater risk of 
loss than more senior or higher-rated securities which, if realized, could materially adversely affect the Fund.

The Fund may invest in second-lien mortgage loans or RMBS backed by such loans. If a borrower defaults on a 
second-lien mortgage loan or on its senior debt (i.e., a first-lien loan, in the case of a residential mortgage loan), or in 
the event of a borrower bankruptcy, such loan will be satisfied only after all senior debt is paid in full. As a result, if 
the Fund invests in second-lien mortgage loans and the borrower defaults, the Fund may lose all or a significant part 
of its investment.

Prepayment rates can change, adversely affecting the performance of the Fund’s assets. The frequency at which 
prepayments (including both voluntary prepayments by borrowers and liquidations due to defaults and foreclosures) 
occur on mortgage loans, including those underlying the Fund’s RMBS, is affected by a variety of factors, including 
the prevailing level of interest rates as well as economic, demographic, tax, social, legal, and other factors. Generally, 
borrowers tend to prepay their mortgages when prevailing mortgage rates fall below the interest rates on their 
mortgage loans. When borrowers prepay their mortgage loans at rates that are faster or slower than expected, it results 
in prepayments that are faster or slower than expected on such loans or the related RMBS. These faster or slower than 
expected payments may adversely affect the Fund’s profitability.

The Fund may purchase securities or loans that have a higher interest rate than the then-prevailing market interest rate. 
In exchange for this higher interest rate, the Fund may pay a premium to par value to acquire the security or loan. In 
accordance with U.S. GAAP, the Fund amortizes this premium as an expense over the expected term of the security or 
loan based on its prepayment assumptions. If a security or loan is prepaid in whole or in part at a faster than expected 
rate, however, the Fund must expense all or a part of the remaining unamortized portion of the premium that was paid 
at the time of the purchase, which will adversely affect the Fund.

The Fund also may purchase securities or loans that have a lower interest rate than the then-prevailing market interest 
rate. In exchange for this lower interest rate, the Fund may pay a discount to par value to acquire the security or 
loan. The Fund accretes this discount as income over the expected term of the security or loan based on the Fund’s 
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prepayment assumptions. If a security or loan is prepaid at a slower than expected rate, however, the Fund must accrete 
the remaining portion of the discount at a slower than expected rate. This will extend the expected life of investment 
portfolio and result in a lower than expected yield on securities and loans purchased at a discount to par.

Prepayment rates generally increase when interest rates fall and decrease when interest rates rise. Since many RMBS, 
especially fixed rate RMBS, will be discount securities when interest rates are high, and will be premium securities 
when interest rates are low, these RMBS may be adversely affected by changes in prepayments in any interest 
rate environment. Prepayment rates are also affected by factors not directly tied to interest rates, and are difficult 
to predict. Prepayments can also occur when borrowers sell their properties or when borrowers default on their 
mortgages and the mortgages are prepaid from the proceeds of a foreclosure sale of the underlying property and/or 
from the proceeds of a mortgage insurance policy or other guarantee. Consequently, prepayment rates also may 
be affected by conditions in the housing and financial markets, which may result in increased delinquencies on 
mortgage loans. Prepayment rates can also be affected by general economic conditions, and the relative interest rates 
on fixed and adjustable rate loans.

The adverse effects of prepayments may impact the Fund in various ways. First, particular investments may experience 
outright losses, as in the case of IOs and IIOs in an environment of faster actual or anticipated prepayments. Second, 
particular investments may underperform relative to any hedges that the Adviser may have constructed for these 
assets, resulting in a loss to the Fund. In particular, prepayments (at par) may limit the potential upside of many RMBS 
to their principal or par amounts, whereas their corresponding hedges often have the potential for unlimited loss. 
Furthermore, to the extent that faster prepayment rates are due to lower interest rates, the principal payments received 
from prepayments will tend to be reinvested in lower-yielding assets, which may reduce the Fund’s income in the 
long run. Therefore, if actual prepayment rates differ from anticipated prepayment rates, the Fund could be materially 
adversely affected.

The Fund’s fixed rate investments, especially most fixed rate mortgage loans, fixed rate MBS, and most MBS backed 
by fixed rate mortgage loans, decline in value when long-term interest rates increase. In the case of RMBS backed by 
ARMs, increases in interest rates can lead to increases in delinquencies and defaults as borrowers become less able to 
make their mortgage payments following interest payment resets. Additionally, an increase in short-term interest rates 
would increase the amount of interest owed on any of the Fund’s reverse repo borrowings.

Rising interest rates generally reduce the demand for mortgage loans due to the higher cost of borrowing. A reduction 
in the volume of mortgage loans originated may affect the volume of targeted assets available to the Fund, which 
could adversely affect the Fund’s ability to acquire assets that satisfy its investment objectives. If rising interest rates 
cause the Fund to be unable to acquire a sufficient volume of the Fund’s targeted assets with a yield that is above its 
borrowing cost, the Fund’s ability to satisfy its investment objective may be materially and adversely affected.

Residential mortgage loans, including residential NPLs and non-QM loans, are subject to increased risk of loss. 
Residential mortgage loans generally are not guaranteed by the U.S. Government or any GSE, though in some cases 
they may benefit from private mortgage insurance. Additionally, by directly acquiring residential mortgage loans, 
the Fund does not receive the structural credit enhancements that benefit senior tranches of RMBS. A residential 
mortgage loan is directly exposed to losses resulting from default. Therefore, the value of the underlying property, the 
creditworthiness and financial position of the borrower, and the priority and enforceability of the lien will significantly 
impact the value of such mortgage loan. In the event of a foreclosure, the Fund may assume direct ownership of the 
underlying real estate. The liquidation proceeds upon sale of such real estate may not be sufficient to recover the Fund’s 
cost basis in the loan, and any costs or delays involved in the foreclosure or liquidation process may increase losses.

Residential mortgage loans are also subject to property damage caused by hazards, such as earthquakes or environmental 
hazards, not covered by standard property insurance policies, or “special hazard risk,” and to reduction in a borrower’s 
mortgage debt by a bankruptcy court, or “bankruptcy risk.” In addition, claims may be assessed against the Fund on 
account of its position as a mortgage holder or property owner, including assignee liability, environmental hazards, 
and other liabilities. We could also be responsible for property taxes. In some cases, these liabilities may be “recourse 
liabilities” or may otherwise lead to losses in excess of the purchase price of the related mortgage or property.

If the Fund subsequently resells any mortgage loans that the Fund acquires, it would generally be required to make 
customary representations and warranties about such loans to the loan purchaser. The Fund’s residential mortgage loan 
sale agreements and terms of any securitizations into which the Fund sells loans will generally require the Fund to 
repurchase or substitute loans in the event the Fund breaches a representation or warranty given to the loan purchaser. 
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In addition, the Fund may be required to repurchase loans as a result of borrower fraud or in the event of early payment 
default on a mortgage loan. The remedies available to a purchaser of mortgage loans are generally broader than those 
available to the Fund against an originating broker or correspondent. Repurchased loans are typically worth only a 
fraction of the original price. Significant repurchase activity could materially adversely affect the Fund.

Collateralized Mortgage Obligations.  A CMO is a debt obligation of a legal entity that is collateralized by mortgages 
and divided into classes. Similar to a bond, interest and prepaid principal is paid, in most cases, on a monthly basis. 
CMOs may be collateralized by mortgage loans or private mortgage bonds, but are more typically collateralized by 
portfolios of mortgage pass-through securities guaranteed by GNMA, FHLMC or FNMA and their income streams. 
CMOs are structured into multiple classes, often referred to as “tranches,” with each class bearing a different stated 
maturity and entitled to a different schedule for payments of principal and interest, including prepayments. Actual 
maturity and average life will depend upon the pre-payment experience of the collateral. In the case of certain CMOs 
(known as “sequential pay” CMOs), payments of principal received from the pool of underlying mortgages, including 
prepayments, are applied to the classes of CMOs in the order of their respective final distribution dates. Thus, no 
payment of principal will be made to any class of sequential pay CMOs until all other classes having an earlier final 
distribution date have been paid in full. CMOs may be less liquid and may exhibit greater price volatility than other 
types of mortgage- or asset-backed securities

Adjustable Rate Mortgage-Backed Securities.  ARMBSs have interest rates that reset at periodic intervals. Acquiring 
ARMBSs permits the Fund to participate in increases in prevailing current interest rates through periodic adjustments 
in the coupons of mortgages underlying the pool on which ARMBSs are based. Such ARMBSs generally have higher 
current yield and lower price fluctuations than is the case with more traditional fixed-income instruments of comparable 
rating and maturity. In addition, when prepayments of principal are made on the underlying mortgages during periods 
of rising interest rates, the Fund can reinvest the proceeds of such prepayments at rates higher than those at which 
they were previously invested. Mortgages underlying most ARMBSs, however, have limits on the allowable annual 
or lifetime increases that can be made in the interest rate that the mortgagor pays. Therefore, if current interest rates 
rise above such limits over the period of the limitation, the Fund, when holding an ARMBS, does not benefit from 
further increases in interest rates. Moreover, when interest rates are in excess of coupon rates (i.e., the rates being paid 
by mortgagors) of the mortgages, ARMBSs behave more like fixed-income instruments and less like adjustable-rate 
securities and are subject to the risks associated with fixed-income instruments. In addition, during periods of rising 
interest rates, increases in the coupon rate of adjustable-rate mortgages generally lag current market interest rates 
slightly, thereby creating the potential for capital depreciation on such securities.

Commercial Mortgage Loans and Commercial Mortgage-Backed Securities.  Commercial mortgage loans are 
secured by multi-family or commercial property and are subject to risks of delinquency and foreclosure, and risk 
of loss that may be greater than similar risks associated with loans made on the security of single-family residential 
property. The ability of a borrower to repay a loan secured by an income-producing property typically is dependent 
primarily upon the successful operation of such property rather than upon the existence of independent income or assets 
of the borrower. If the net operating income of the property is reduced, the borrower’s ability to repay the loan may be 
impaired. Net operating income of an income-producing property can be adversely affected by, among other things:

•	 tenant mix;

•	 declines in tenant income and/or changes to tenant businesses;

•	 property management decisions;

•	 property location, condition, and design;

•	 new construction of competitive properties;

•	 changes in laws that increase operating expenses or limit rents that may be charged;

•	 changes in national, regional, or local economic conditions and/or specific industry segments, including 
the credit and securitization markets;

•	 declines in regional or local real estate values;

•	 declines in regional or local rental or occupancy rates;
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•	 increases in interest rates, real estate tax rates, and other operating expenses;

•	 costs of remediation and liabilities associated with environmental conditions;

•	 the potential for uninsured or underinsured property losses;

•	 changes in governmental laws and regulations, including fiscal policies, zoning ordinances and 
environmental legislation, and the related costs of compliance; and

•	 acts of God, terrorist attacks, social unrest, and civil disturbances.

In the event of any default under a mortgage loan held directly by the Fund, it will bear a risk of loss to the extent of 
any deficiency between the value of the collateral and the Fund’s cost basis in the outstanding principal and accrued 
interest of the mortgage loan.

In the event of the bankruptcy of a mortgage loan borrower, the mortgage loan to such borrower will be deemed to 
be secured only to the extent of the value of the underlying collateral at the time of bankruptcy (as determined by the 
bankruptcy court), and the lien securing the mortgage loan will be subject to the avoidance powers of the bankruptcy 
trustee or debtor-in-possession to the extent the lien is unenforceable under state law. Foreclosure of a mortgage loan 
can be an expensive and lengthy process, which could have a substantial negative effect on our anticipated return on 
the foreclosed mortgage loan.

CMBS include securities that reflect an interest in, and are secured by, commercial mortgage loans. Accordingly, the 
CMBS in which the Fund invests are subject to all of the risks of the respective underlying commercial mortgage 
loans, which in turn reflect many of the risks of investing in the real estate securing the underlying mortgage loans. 
These risks reflect the effects of local and other economic conditions on real estate markets, the ability of tenants to 
make loan payments and the ability of a property to attract and retain tenants. Commercial mortgage-backed securities 
may be less liquid and exhibit greater price volatility than other types of mortgage- or asset-backed securities.

The Fund’s investments in CMBS are at risk of loss. In general, losses on real estate securing a mortgage loan 
included in a securitization will be borne first by the owner of the property, then by the holder of a mezzanine loan 
or a subordinated participation interest in a bifurcated first lien loan, or “B-Note,” if any, then by the “first loss” 
subordinated security holder (generally, the B-piece buyer) and then by the holder of a higher-rated security. In the 
event of losses on mortgage loans included in a securitization and the subsequent exhaustion of any applicable reserve 
fund, letter of credit, or classes of securities junior to those in which the Fund invests, the Fund may not be able to 
recover all of its investment in the securities the Fund purchases. In addition, if any of the real estate underlying the 
securitization mortgage portfolio has been overvalued by the originator, or if real estate values subsequently decline 
and, as a result, less collateral is available to satisfy interest and principal payments due on the related CMBS, 
the Fund may incur losses. The prices of lower credit quality securities are generally less sensitive to interest rate 
changes than more highly rated investments, but more sensitive to adverse economic downturns or individual issuer 
developments.

For the CMBS investments targeted by the Fund, overall control over the special servicing of the related underlying 
mortgage loans will be held by a “directing certificateholder” or a “controlling class representative,” which is generally 
appointed by the holders of the most subordinate class of CMBS in such series. In connection with the servicing of the 
specially serviced mortgage loans, the related special servicer may, at the direction of the directing certificateholder, 
take actions with respect to the specially serviced mortgage loans that could adversely affect the Fund’s interests.

A portion of the Fund’s investments may be in the form of commercial and residential mortgage loans, including 
subprime mortgage loans and non-performing and sub-performing mortgage loans, which are subject to increased 
risks of loss. Such loans may become non-performing or sub-performing for a variety of reasons, including because 
the underlying property is too highly leveraged or the borrower falls upon financial distress. Such non-performing 
or sub-performing loans may require a substantial amount of workout negotiations and/or restructuring, which may 
divert the attention of the Adviser from other activities and entail, among other things, a substantial reduction in the 
interest rate, capitalization of interest payments, and a substantial write-down of the principal of the loan. However, 
even if such restructuring were successfully accomplished, a risk exists that the borrower will not be able or willing 
to maintain the restructured payments or refinance the restructured mortgage upon maturity. In addition, the Fund’s 
ability to accomplish such restructuring may be limited by the tax rules governing publicly traded partnerships.
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In addition, certain non-performing or sub-performing loans that the Fund may acquire may have been originated 
by financial institutions that are or may become insolvent, suffer from serious financial stress, or are no longer in 
existence.

As a result, the standards by which such loans were originated, the recourse to the selling institution, and/or the 
standards by which such loans are being serviced or operated may be adversely affected. Further, loans on properties 
operating under the close supervision of a mortgage lender are, in certain circumstances, subject to certain additional 
potential liabilities that may exceed the value of the Fund’s investment.

In the future, it is possible that the Fund may find it necessary or desirable to foreclose on some, if not many, of the 
loans it acquires, and the foreclosure process may be lengthy and expensive. Borrowers or junior lenders may resist 
mortgage foreclosure actions by asserting numerous claims, counterclaims, and defenses against the Fund including, 
without limitation, numerous lender liability claims and defenses, even when such assertions may have no basis in fact, 
in an effort to prolong the foreclosure action and force the lender into a modification of the loan or capital structure or 
a favorable buy-out of the borrower’s or junior lender’s position. In some states, foreclosure actions can sometimes take 
several years or more to litigate. At any time prior to or during the foreclosure proceedings, the borrower may file, or 
a junior lender may cause the borrower to file, for bankruptcy, which would have the effect of staying the foreclosure 
actions and further delaying the foreclosure process. Foreclosure and associated litigation may create a negative public 
perception of the related mortgaged property, resulting in a diminution of its value. Even if the Fund is successful in 
foreclosing on a loan, the liquidation proceeds upon sale of the underlying real estate may not be sufficient to recover 
the Fund’s cost basis in the loan, resulting in a loss to the Fund, and the borrower or junior lenders may continue to 
challenge whether the foreclosure process was commercially reasonable, which could result in additional costs and 
potential liability. Any costs or delays involved in the effectuation of a foreclosure of the loan or a liquidation of the 
underlying property, or defending challenges brought after the completion of a foreclosure, will further reduce the 
liquidation proceeds and thus increase the loss. Any such reductions could materially and adversely affect the value 
the Fund realizes from the loans in which the Fund invests.

Whether or not the Adviser has participated in the negotiation of the terms of any such mortgage loans, there can be no 
assurance as to the adequacy of the protection of the terms of the loan, including the validity or enforceability of the 
loan and the maintenance of the anticipated priority and perfection of the applicable security interests. Furthermore, 
claims may be asserted that might interfere with enforcement of the Fund’s rights. In the event of a foreclosure, the 
Fund may assume direct ownership of the underlying real estate. The liquidation proceeds upon sale of such real estate 
may not be sufficient to recover the Fund’s cost basis in the loan, resulting in a loss to the Fund.

Commercial mortgage loans are also subject to special hazard risk and to bankruptcy risk. In addition, claims may 
be assessed against us on account of the Fund’s position as mortgage holder or property owner, including assignee 
liability, responsibility for tax payments, environmental hazards and other liabilities. In some cases, these liabilities 
may be “recourse liabilities” or may otherwise lead to losses in excess of the purchase price of the related mortgage 
or property.

Reverse Repurchase Agreements.  The Fund may enter into reverse repurchase agreements with respect to its 
portfolio investments subject to the investment restrictions set forth herein. Reverse repurchase agreements involve the 
sale of securities held by the Fund with an agreement by the Fund to repurchase the securities at an agreed upon price, 
date and interest payment. At the time the Fund enters into a reverse repurchase agreement, it may designate on its 
books and records liquid instruments having a value not less than the repurchase price (including accrued interest). If 
the Fund establishes and maintains such a segregated account, a reverse repurchase agreement will not be considered a 
borrowing by the Fund for purposes of the 1940 Act; however, under certain circumstances in which the Fund does not 
establish and maintain such a segregated account, such reverse repurchase agreement will be considered a borrowing 
for the purpose of the Fund’s limitation on borrowings. The use by the Fund of reverse repurchase agreements involves 
many of the same risks of leverage since the proceeds derived from such reverse repurchase agreements may be 
invested in additional securities. Reverse repurchase agreements involve the risk that the market value of the securities 
acquired in connection with the reverse repurchase agreement may decline below the price of the securities the Fund 
has sold but is obligated to repurchase. Also, reverse repurchase agreements involve the risk that the market value of 
the securities retained in lieu of sale by the Fund in connection with the reverse repurchase agreement may decline 
in price.

If the buyer of securities under a reverse repurchase agreement files for bankruptcy or becomes insolvent, such buyer 
or its trustee or receiver may receive an extension of time to determine whether to enforce the Fund’s obligation to 
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repurchase the securities, and the Fund’s use of the proceeds of the reverse repurchase agreement may effectively 
be restricted pending such decision. Also, the Fund would bear the risk of loss to the extent that the proceeds of the 
reverse repurchase agreement are less than the value of the securities subject to such agreement.

Repurchase Agreements.  The Fund may invest in repurchase agreements. A repurchase agreement is a contractual 
agreement whereby the seller of securities agrees to repurchase the same security at a specified price on a future date 
agreed upon by the parties. The agreed-upon repurchase price determines the yield during the Fund’s holding period. 
Repurchase agreements are considered to be loans collateralized by the underlying security that is the subject of the 
repurchase contract. The Fund will only enter into repurchase agreements with registered securities dealers or domestic 
banks that, in the opinion of the Adviser, present minimal credit risk. The risk to the Fund is limited to the ability of 
the issuer to pay the agreed-upon repurchase price on the delivery date; however, although the value of the underlying 
collateral at the time the transaction is entered into always equals or exceeds the agreed-upon repurchase price, if the 
value of the collateral declines there is a risk of loss of both principal and interest. In the event of default, the collateral 
may be sold but the Fund might incur a loss if the value of the collateral declines, and might incur disposition costs or 
experience delays in connection with liquidating the collateral. In addition, if bankruptcy proceedings are commenced 
with respect to the seller of the security, realization upon the collateral by the Fund may be delayed or limited. The 
Adviser will monitor the value of the collateral at the time the transaction is entered into and at all times subsequent 
during the term of the repurchase agreement in an effort to determine that such value always equals or exceeds the 
agreed-upon repurchase price. In the event the value of the collateral declines below the repurchase price, the Adviser 
will demand additional collateral from the issuer to increase the value of the collateral to at least that of the repurchase 
price, including interest.

Rights Offerings and Warrants to Purchase.  The Fund may participate in rights offerings and may purchase 
warrants, which are privileges issued by corporations enabling the owners to subscribe to and purchase a specified 
number of shares of the corporation at a specified price during a specified period of time. Subscription rights normally 
have a short life span to expiration. The purchase of rights or warrants involves the risk that the Fund could lose the 
purchase value of a right or warrant if the right to subscribe to additional shares is not exercised prior to the rights’ 
and warrants’ expiration. Also, the purchase of rights and/or warrants involves the risk that the effective price paid for 
the right and/or warrant added to the subscription price of the related security may exceed the value of the subscribed 
security’s market price such as when there is no movement in the level of the underlying security.

Special Situations.  The Fund may invest in companies undergoing work-outs, liquidations, reorganizations, 
bankruptcies, insolvencies or other fundamental changes or similar transactions. In any investment opportunity 
involving any such type of special situation, there exists the risk that the contemplated transaction will be unsuccessful, 
will take considerable time or will result in a distribution of cash or new securities, the value of which will be less than 
the purchase price to the Fund of the securities or other financial instruments in respect of which such distribution is 
received. Similarly, if an anticipated transaction does not in fact occur, the Fund may be required to sell its investment 
at a loss. The consummation of such transactions can be prevented or delayed by a variety of factors, including but 
not limited to (i) intervention of a regulatory agency, (ii) market conditions resulting in material changes in securities 
prices, (iii) compliance with any applicable bankruptcy, insolvency or securities laws, and (iv) the inability to obtain 
adequate financing. Because there is substantial uncertainty concerning the outcome of transactions involving 
financially troubled companies in which the Fund may invest, there is a potential risk of loss by the Fund of its entire 
investment in such companies.

Certain Bankruptcy and Insolvency Issues.  Some of the companies in which the Fund may invest may be involved 
in a complex bankruptcy or insolvency proceeding in the United States or elsewhere. There are a number of significant 
risks inherent in the bankruptcy or insolvency process. The Fund cannot guarantee the outcome of any bankruptcy or 
insolvency proceeding.

Under U.S. bankruptcy proceedings or other insolvency proceedings, the Fund may risk taking a loss on its investment 
and having its claim released or discharged against the debtor and third parties. For example, under a plan of 
reorganization, the Fund could receive a cash distribution for less than its initial investment or receive securities or 
other financial instruments in exchange for its claims, which then could be discharged and released against the debtor 
or other third parties. In addition, under U.S. bankruptcy proceedings, a debtor can effectuate a sale of assets with a 
purchaser acquiring such assets free and clear of any claims or liens underlying the Fund’s investment with the Fund 
having only potential recourse to the proceeds of the sale.



S-17

Under certain circumstances, payments to the Fund may be reclaimed, recharacterized or avoided if any such payment 
or distribution is later determined by the applicable court to have been a fraudulent conveyance, fraudulent transfer, 
a preferential payment or otherwise subject to avoidance under applicable law. In addition, especially in the case of 
investments made prior to the commencement of bankruptcy proceedings, creditors can lose their ranking and priority 
if they exercise “domination and control” of a debtor and other creditors can demonstrate that they have been harmed 
by such actions.

Many events in a bankruptcy are often beyond the control of the creditors. While creditors may be given an opportunity 
to object to or otherwise participate in significant actions, there can be no assurance that a court in the exercise of its 
broad powers or discretion would not approve actions that would be contrary to the interests of the Fund as a creditor.

The duration of a bankruptcy or insolvency proceeding is difficult to predict. A creditor’s return on investment can be 
adversely impacted by delays while a plan of reorganization is being negotiated, approved by the creditors, confirmed 
by the bankruptcy court or until the plan ultimately becomes effective. Similar delays can occur while a court may 
be considering a sale or other restructuring transaction. In addition, the administrative costs in connection with a 
bankruptcy or insolvency proceeding are frequently high and will be paid out of the debtor’s estate prior to any return 
to unsecured creditors or equity holders. If a proceeding involves protracted or difficult litigation, or turns into a 
liquidation, substantial assets may be devoted to administrative costs. Also, in the early stages of the bankruptcy 
process, it is often difficult to estimate the extent of, or even to identify, any contingent claims that might be made. 
Further, certain claims that have priority by law (for example, claims for taxes) may be quite substantial.

The effect of a bankruptcy filing on or by a portfolio company may adversely and permanently affect the portfolio 
company. The portfolio company may lose its market position, going concern value and key employees and otherwise 
become incapable of restoring itself as a viable entity. If for this or any other reason the proceeding is converted to a 
liquidation, the liquidation value of the portfolio company may not equal the liquidation value that was believed to 
exist at the time of the investment.

Equity Securities.  In addition to common and preferred stocks, the Fund may invest in other types of equity securities, 
including convertible securities, warrants and depository receipts.

Convertible Securities.  A convertible security is a bond, debenture, note, preferred stock or other security that may 
be converted into or exchanged for a prescribed amount of common stock or other equity security of the same or a 
different issuer within a particular period of time at a specified price or formula. A convertible security entitles the 
holder to receive interest paid or accrued on debt or the dividend paid on preferred stock until the convertible security 
matures or is redeemed, converted or exchanged. Before conversion, convertible securities have characteristics similar 
to nonconvertible income securities in that they ordinarily provide a stable stream of income with generally higher 
yields than those of common stocks of the same or similar issuers, but lower yields than comparable nonconvertible 
securities. The value of a convertible security is influenced by changes in interest rates, with investment value declining 
as interest rates increase and increasing as interest rates decline. The credit standing of the issuer and other factors also 
may have an effect on the convertible security’s investment value. Convertible securities rank senior to common stock 
in a corporation’s capital structure but are usually subordinated to comparable nonconvertible securities. Convertible 
securities may be subject to redemption at the option of the issuer at a price established in the convertible security’s 
governing instrument.

Derivatives.  The Fund may generally invest in transactions involving options, futures and other derivative financial 
instruments for speculative purposes or to hedge against risks or other factors and variables that may affect the values 
of the Fund’s portfolio securities. A hedging transaction may not perform as anticipated, and the Fund may suffer 
losses as a result of its hedging activities. Derivatives can be volatile and involve various types and degrees of risk. By 
using derivatives, the Fund may be permitted to increase or decrease the level of risk, or change the character of the 
risk, to which the portfolio is exposed.

A small investment in derivatives could have a substantial impact on the Fund’s performance. The market for many 
derivatives is, or suddenly can become, illiquid. Changes in liquidity may result in significant and rapid changes in the 
prices for derivatives. If the Fund were to invest in derivatives at an inopportune time, or the Adviser evaluates market 
conditions incorrectly, the Fund’s derivative investment could negatively impact the Fund’s return, or result in a loss. 
In addition, the Fund could experience a loss if its derivatives were poorly correlated with its other investments, or if 
the Fund were unable to liquidate its position because of an illiquid secondary market.
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Hedging instruments and other derivatives, including certain types of credit default swaps, involve risk because they 
may not, in many cases, be traded on exchanges and may not be guaranteed or regulated by any U.S.  or foreign 
governmental authorities. Consequently, for these instruments, there may be less stringent requirements with respect 
to record keeping and compliance with applicable statutory and commodity and other regulatory requirements and, 
depending on the identity of the counterparty, applicable international requirements. The Adviser has only a limited 
internal credit function to evaluate the creditworthiness of its counterparties, mainly relying on its experience with 
such counterparties and their general reputation as participants in these markets. The business failure of a hedging 
counterparty with whom the Fund enters into a hedging transaction will most likely result in a default under the 
agreement governing the hedging arrangement. Default by a party with whom the Fund enters into a hedging transaction, 
such as occurred with Lehman Brothers in 2008, may result in losses and may force the Adviser to re-initiate similar 
hedges with other counterparties at the then-prevailing market levels. Generally the Fund will seek to reserve the right 
to terminate the Fund’s hedging transactions upon a counterparty’s insolvency, but absent an actual insolvency, the 
Fund may not be able to terminate a hedging transaction without the consent of the hedging counterparty, and the Fund 
may not be able to assign or otherwise dispose of a hedging transaction to another counterparty without the consent 
of both the original hedging counterparty and the potential assignee. If the Fund terminates a hedging transaction, the 
Fund may not be able to enter into a replacement contract in order to cover the Fund’s risk. There can be no assurance 
that a liquid secondary market will exist for hedging instruments purchased or sold, and therefore the Fund may be 
required to maintain any hedging position until exercise or expiration, which could adversely affect the Fund.

The CFTC and certain commodity exchanges have established limits referred to as speculative position limits or 
position limits on the maximum net long or net short position which any person or group of persons may hold or 
control in particular futures and options. Limits on trading in options contracts also have been established by the 
various options exchanges. It is possible that trading decisions may have to be modified and that positions held may 
have to be liquidated in order to avoid exceeding such limits. Such modification or liquidation, if required, could 
adversely affect the Fund.

With respect to Rule 18f-4 under the Investment Company Act, the Fund will be considered a “limited derivatives user” 
for the purposes of compliance with the rule. As such, the Fund’s limits its aggregate notional derivatives exposure to 
10% of the Fund’s net assets.

Swap Agreements.  The Fund may enter into swap agreements, which generally include equity, interest rate, and index 
and currency rate swap agreements. The Fund is not limited to any particular form of swap agreement if the Adviser 
determines that other forms are consistent with the Fund’s investment objectives and policies. Swap agreements 
are contracts entered into by two parties (primarily institutional investors) for periods ranging from a few weeks to 
many years. In a standard swap transaction, the parties agree to exchange the returns (or differentials in rates of return) 
earned or realized on particular predetermined investments or instruments, which may be adjusted for an interest 
factor. The gross returns to be exchanged or “swapped” between the parties are generally calculated with respect 
to a “notional amount,” i.e., the return on or increase in value of a particular dollar amount invested at a particular 
interest rate, in a particular foreign currency, or in a “basket” of securities representing a particular index. Additional 
forms of swap agreements include (i) interest rate caps, under which, in return for a premium, one party agrees to 
make payments to the other to the extent interest rates exceed a specified rate or “cap;” (ii) interest rate floors, under 
which, in return for a premium, one party agrees to make payments to the other to the extent interest rates fall below 
a specified level or “floor;” and (iii) interest rate collars, under which a party sells a cap and purchases a floor (or vice 
versa) in an attempt to protect itself against interest rate movements exceeding certain minimum or maximum levels.

Generally, the Fund’s obligations (or rights) under a swap agreement will be equal only to the net amount to be paid or 
received under the agreement, based on the relative values of the positions held by the parties. The risk of loss is limited 
to the net amount of interest payments that a party is contractually required to make. As such, if the counterparty to a 
swap defaults, the Fund’s risk of loss consists of the net amount of payments that it is entitled to receive.

The Fund enters into interest rate swaps and credit default swaps (“CDS”) on corporations or on corporate indices 
(“CDX”) to hedge risks associated with its portfolio. Entities entering into such swaps are exposed to credit losses in 
the event of non-performance by counterparties to these transactions. The CFTC issued rules regarding such swaps 
under the authority granted to it pursuant to the Dodd-Frank Act.

The rules primarily impact the Fund’s trading of these instruments in two ways. First, certain newly executed swaps, 
including many interest rate and credit default swaps, are subject to mandatory clearing through a central counterparty 
clearinghouse (“CCP”). It is the intent of the Dodd-Frank Act that, by mandating the clearing of swaps in this manner, 
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swap counterparty risk would not become overly concentrated in any single entity, but rather would be spread and 
centralized among the CCP and its members. The Fund is not a direct member of any CCP, so the Fund must access 
the CCPs through a futures commission merchant (“FCM”) which acts as intermediary between the Fund and the CCP 
with respect to all facets of the transaction, including the posting and receipt of required collateral. If the Fund lost 
access to its FCMs or CCPs, the Fund could potentially be unable to use interest rate swaps and credit default swaps 
to hedge its risks.

The second way that the rules impact the Fund’s trading of these instruments is the Swap Execution Facility (“SEF”) 
mandate, which requires that the Fund execute most interest rate swaps and CDX on an electronic platform, rather than 
over the phone or in some other manner. If the Fund were to lose access to its selected SEFs or the Fund were otherwise 
unable to communicate with them, this would prevent the Fund from being able to trade these instruments. If the Fund 
were unable to execute our hedging trades in a timely manner, particularly in a volatile market environment, the Fund 
may not be able to execute our strategies in the most advantageous manner.

In addition to subjecting the Fund’s swap transactions to greater initial margin requirements and additional transaction 
fees charged by CCPs, FCMs, and SEFs, the Fund’s swap transactions are now subjected to greater regulation by 
both the CFTC and the SEC. These additional fees, costs, margin requirements, documentation, and regulation could 
adversely affect the Fund.

Options.  The Fund may engage in the use of options contracts, so-called “synthetic” options, including options 
on baskets of specific securities, or other derivative instruments written by broker-dealers or other financial 
intermediaries. These transactions may be effected on securities exchanges or in the over-the-counter market, or 
they may be negotiated directly with counterparties. In cases where instruments are purchased over-the-counter or 
negotiated directly with counterparties, the Fund is subject to the risk that the counterparty will be unable or unwilling 
to perform its obligations under the contract. These transactions may also be illiquid and, if so, it might be difficult to 
close out the Fund’s position.

The Fund may purchase call and put options on specific securities. The Fund may also write and sell covered or 
uncovered call and put options for both hedging and speculative purposes. A put option gives the purchaser of the 
option the right to sell, and obligates the writer to buy, the underlying security at a stated price at any time before the 
option expires. Similarly, a call option gives the purchaser of the option the right to buy, and obligates the writer to sell, 
the underlying security at a stated price at any time before the option expires.

In a covered call option, the Fund owns the underlying security. The sale of such an option exposes the Fund to a 
potential loss of opportunity to realize appreciation in the market price of the underlying security during the term of 
the option. Using covered call options might expose the Fund to other risks, as well. For example, the Fund might be 
required to continue holding a security that the Fund might otherwise have sold to protect against depreciation in the 
market price of the security.

In a covered put option, cash or liquid securities are placed in a segregated account on the Fund’s books. The sale of 
such an option exposes the seller, during the term of the option, to a decline in price of the underlying security while 
also depriving the seller of the opportunity to invest the segregated assets.

When writing options, the Fund may close its position by purchasing an option on the same security with the same 
exercise price and expiration date as the option that it has previously written on the security. If the amount paid to 
purchase an option is less or more than the amount received from the sale, the Fund will, accordingly, realize a profit 
or loss. To close out a position as a purchaser of an option, the Fund would liquidate the position by selling the option 
previously purchased.

Option Spread Sub-Strategy.  Rather than buying single call or put options, the Fund may invest in a combination 
of long and short positions on an option but with different strike prices when the Adviser believes this strategy offers 
favorable risk management attributes or greater potential returns. An example of this strategy is commonly referred to 
as a “debit” spread. A call option debit spread is created by purchasing a call option while simultaneously writing a call 
option with a higher strike price. A debit put option spread consists of buying put options on an instrument and selling 
an equal number of put options on the same instrument at a lower exercise price. The Fund may invest in call spreads 
and put spreads that are “out of the money” (i.e., the exercise price of the call options sold generally will be above the 
current level of the underlying security when written and the exercise price of put options sold generally will be below 
the current level of the underlying security when written).
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The economics of writing debit call spreads and debit put spreads differs from writing equivalent calls and puts in that 
(i) the net premiums received are reduced by the premiums paid on the purchased options and (ii) the risk of loss if 
written options expire in-the-money is reduced because the purchased option will tend to offset any losses associated 
with the written option. Amounts payable at settlement by a seller of call and put spreads will equal the total payments 
made with respect to written calls and puts less the total payments received with respect to purchased calls and puts. If 
written calls and puts expire worthless, the Fund will receive settlement proceeds equal to the related option premiums. 
If written calls or puts expire in-the-money, the Fund will receive net proceeds at settlement equal to the difference 
between the amounts payable on written calls and amounts receivable, if any, on the associated purchased calls and 
puts. If purchased calls or puts expire in-the-money, the net amount payable by the Fund will be capped at an amount 
defined by the difference in exercise price of the written and purchased options positions. The purchased put or call 
option in a spread strategy may expire worthless resulting in a total loss of the net amount invested.

Generally, on behalf of the Fund, the Adviser buys options that it believes will generate positive capital appreciation 
or reduce risk and sells them when a fair-value price target is achieved or fundamentals have diverged from the Fund’s 
investment goal. On behalf of the Fund, the Adviser writes options to reduce the net cost of the Fund’s purchased 
option positions. It covers (buys back) written options when a fair-value price target is achieved, to adjust portfolio 
positions when a purchased option is sold, or when fundamentals have diverged from the Fund’s investment goal. The 
Adviser may engage in active and frequent trading of the Fund’s portfolio options to achieve the Fund’s investment 
objectives. Option spread strategies expose the Fund to tracking risk to the extent that the underlying security’s price 
changes differently than the Fund’s portfolio securities it is expected to track; or to the extent the put or call option 
price changes are not highly correlated to the Fund’s portfolio securities intended to be hedged. On behalf of the Fund, 
the Adviser may combine various call and put strategies that may vary by amount, maturity, strike price or underlying 
security. Option premiums are treated as short-term capital gains and when distributed to shareholders, are usually 
taxable as ordinary income, which may have a higher tax rate than long-term capital gains for shareholders holding 
Fund shares in a taxable account.

Generally, when writing options, the Fund may close its position by purchasing an option on the same security with 
the same exercise price and expiration date as the option that it has previously written on the security. If the amount 
paid to purchase an option is less or more than the amount received from the sale, the Fund will, accordingly, realize a 
profit or loss. To close out a position as a purchaser of an option, the Fund would liquidate the position by selling the 
option previously purchased.

Options on Securities Indexes.  The Fund may purchase and sell call and put options on stock indexes listed on 
national securities exchanges or traded in the over-the-counter market for hedging and speculative purposes. A stock 
index fluctuates with changes in the market values of the stocks included in the index. Accordingly, successful use of 
options on stock indexes will be subject to the Adviser’s ability to correctly evaluate movements in the stock market 
generally, or of a particular industry or market segment.

Equity Swaps.  In a typical equity swap, one party agrees to pay another party the return on a security, security index 
or basket of securities in return for a specified interest rate. By entering into an equity index swap, the index receiver 
can gain exposure to securities making up the index of securities without actually purchasing those securities. Equity 
index swaps involve not only the risk associate with investment in the securities represented in the index, but also the 
risk that the performance of such securities, including dividends, will not exceed the interest that the Fund will be 
committed to pay under the swap.

Futures.  The Fund expects to obtain exposure to futures contracts. Futures are financial contracts the value of which 
depends on, or is derived from, the underlying reference asset. Futures involve the risk that changes in their value may 
not move as expected relative to changes in the value of the underlying reference asset. The Fund’s use of futures may 
not be effective or have the desired results.

The Fund may enter into futures contracts in U.S. domestic markets or on exchanges located outside the United States. 
Foreign markets may offer advantages, such as trading opportunities or arbitrage possibilities not available in the 
United  States, but they also may subject the Fund to greater risk than domestic markets. For example, common 
clearing facilities may not exist in markets where foreign exchanges are the principal markets, and investors may look 
only to the broker to perform the contract. Adverse changes in the exchange rate could eliminate any profits that might 
be realized in trading, or a loss could be incurred as a result of those changes. Transactions on foreign exchanges 
may include both commodities traded on domestic exchanges and those that are not. Unlike trading on domestic 
commodity exchanges, trading on foreign commodity exchanges is not regulated by the CFTC.
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The Fund may also purchase and sell stock index futures contracts. A stock index futures contract obligates the Fund 
to pay or receive an amount of cash equal to a fixed dollar amount specified in the futures contract, multiplied by the 
difference between the settlement price of the contract on the contract’s last trading day, and the value of the index 
based on the stock prices of the securities that comprise it at the opening of trading in those securities on the next 
business day. The Fund may purchase and sell interest rate futures contracts, which represent obligations to purchase 
or sell an amount of a specific debt security at a future date at a specific price. In addition, the Fund may purchase and 
sell currency futures or commodity futures. A currency future creates an obligation to purchase or sell an amount of a 
specific currency at a future date at a specific price. A commodity future creates an obligation to purchase or sell an 
amount of a specific commodity at a future date at a specific price.

The use of futures involves risks that are in addition to, and potentially greater than, the risks of investing directly in 
securities and other more assets. The primary risks associated with the use of futures contracts are imperfect correlation, 
liquidity, volatility, leverage, unanticipated market movement and FCM and clearinghouse risk. A purchase or sale 
of a futures contract may result in losses in excess of the amount invested in the futures contract. There can be no 
guarantee that there will be a correlation between price movements in the futures and in reference asset. Futures 
markets may be thinly traded relative to other markets and may experience significant price volatility. Futures roll on a 
monthly or quarterly basis. The Fund may experience increased trading or “roll” costs due to the frequency of futures 
expiration. Futures exchanges may limit the amount of fluctuation permitted in certain futures contract prices during a 
single trading day. Once the daily limit has been reached in a futures contract subject to the limit, no more trades may be 
made on that day at a price beyond that limit. The daily limit governs only price movements during a particular trading 
day and therefore does not limit potential losses because the limit may work to prevent the liquidation of unfavorable 
positions. There can be no assurance that a liquid market will exist at a time when the Fund seeks to close out a futures 
contract, and the Fund would remain obligated to meet collateral requirements until the position is closed. The Fund 
incurs costs in connection with opening and closing futures contracts.

In connection with entering into futures transactions, the Fund will post collateral directly to an FCM, which will 
typically deposit all or a portion of that collateral to a clearinghouse. All futures in which the Fund invests are effected 
by an FCM through a clearinghouse associated with the exchange on which the contracts are traded. The collateral 
maintained by these FCMs is not subject to the regulatory protections provided by bank custody arrangements 
commonly employed by investment companies. Collateral posted by the Fund to an FCM is exposed to the credit risk 
and fraud risk of that FCM. There is no limit on the amount of collateral that the Fund may be required to post directly 
to any particular FCM. As a result, at any time the Fund may have substantial credit exposure to one or more FCMs 
and clearinghouses.

In the event of the insolvency or liquidation of an FCM to whom the Fund has posted collateral, the Fund is likely 
to experience substantial delays in recovering its collateral, or it may not be able to recover it at all. Any inability or 
unwillingness of an FCM to meet its obligation to return collateral to the Fund, including by reason of insolvency 
or liquidation, or any improper activity involving such FCM, would likely result in a substantial loss to the Fund. 
Furthermore, in the event of an FCM’s bankruptcy, the Fund would be limited to recovering only a pro rata share 
of all available funds segregated on behalf of an FCM’s combined customer accounts, even though certain property 
specifically traceable to the Fund (for example, U.S. Treasury bills deposited by the Fund) may be held by the 
FCM. FCM bankruptcies have occurred in which customers were unable to recover from the FCM’s estate the full 
amount of their funds owed and on deposit with such FCM. Such situations could arise due to various factors, or 
a combination of factors, including inadequate FCM capitalization, inadequate controls on customer trading and 
inadequate customer capital.

Furthermore, in the event of the bankruptcy or insolvency of a clearinghouse, the Fund might experience a loss of 
funds deposited through its FCM as collateral with the clearinghouse, a loss of unrealized profits on its open positions 
and the loss of funds owed to it as realized profits on closed positions. Such a bankruptcy or insolvency might also 
cause a substantial delay before the Fund could obtain the return of funds owed to it by an FCM who was a member 
of such clearinghouse.

Collateralized Loans.  A portion of the Fund’s investments may consist of loans or private placement securities that 
are secured by a broad range of assets and receivables. To the extent a Credit Investment is secured, there can be no 
assurance as to the amount of any funds that may be realized from recovering and liquidating any collateral or the 
timing of such recovery and liquidation and hence there is no assurance that sufficient funds (or, possibly, any funds) 
will be available to offset any payment defaults that occur under the Credit Investment. For example, with respect to 
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real estate-related loans, the real property security for the loan may decline in value, which could result in the loan 
amount being greater than the property value and therefore increase the likelihood of borrower default. In addition, 
if it becomes necessary to recover and liquidate any collateral with respect to a secured Credit Investment, it may 
be difficult to sell such collateral and there will likely be associated costs that would reduce the amount of funds 
otherwise available to offset the payments due under the loan. An investment may represent an indirect ownership, or 
lien on collateral which may have no value. As a result, any investment product with collateral may be unsecured. The 
value of the collateral may at any point be worth less than the value of the original investment.

The Fund will rely on service providers selected by the Advisor, third party originators or by borrowers to store, 
transfer, buy, sell, liquidate, record or otherwise service assets and collateral. To the extent that a service provider or 
the technology deployed by a service provider fails to perform these tasks, the Fund’s investments may be adversely 
affected. These risks could affect the value of a particular investment, including the possible loss of the entire invested 
amount.

Collateral on loan instruments may consist of assets that may not be readily liquidated, and there can be no guarantee 
that the collateral can be liquidated and any costs associated with such liquidation could reduce or eliminate the 
amount of funds otherwise available to offset the payments due under the loan. Additionally, collateral might be 
subject to price volatility, making it difficult to predict liquidation proceeds. It is also possible that the same collateral 
could secure multiple loans, in which case the liquidation proceeds of the collateral may be insufficient to cover the 
payments due on all the loans secured by that collateral.

In the event that a borrower becomes bankrupt, insolvent or a default dispute occurs, the Fund may expect priority 
over other creditors based on a perfected security interest. The failure, by the originator or other party, to perfect a 
security interest due to inability, faulty documentation or faulty official filings could lead to the invalidation of the 
Fund’s security interest in loan collateral. If the Fund’s security interest in loan collateral is invalidated or the loan is 
subordinated to other debt of a borrower in bankruptcy or other proceedings, the Fund would have substantially lower 
recovery, and perhaps no recovery, on the full amount of the principal and interest due on the loan.

Digital Records-Related Risks.  The use of technology to digitally record loan collateral or income generating assets, 
such as on a distributed ledger, presents certain risks, which are summarized below. The technology utilized may be 
new and developing. It may be subject to risks associated with conflicting intellectual property claims. Competing 
platforms, networks and technologies maybe be developed such that consumers and/or investors use an alternative 
system or protocol. Users may be subject to possible cybersecurity risk and risk related to adherence to cryptography 
requirements, such as theft, loss or destruction of passwords or private keys. Technology regulations are continuing 
to be developed and therefore may be inconsistent, absent or deficient, such as those pertaining to distributed ledger 
technology. As such the Fund may be subject to various extensive and complex regulatory regimes. Regulatory changes 
or actions may restrict the use of a particular technology or platform that facilitate the trading and custody of such 
assets. The technology systems on which these assets are recorded, stored, transferred, or traded may be dependent 
on internet infrastructure and susceptible to system failures, security risks and rapid technological change. Changes 
in the network protocol, including software upgrades, or forks could result in total loss of asset value or record of 
title ownership. “Forks” generally refer to changes to the way in which a distributed ledger is constructed. The lack 
of a liquid market for digitally recorded assets could decrease the Fund’s NAV in the event that it needs to liquidate 
collateral.

There is relatively small use of distributed ledger technology in the retail and commercial marketplace, thus contributing 
to price volatility that could adversely affect the Fund and the investments. Political or economic crises may motivate 
large-scale sales of digital assets, which could result in a reduction in value and adversely affect an investment in 
the Fund. The Fund does not currently intend to attempt to insure its investments or the collateral supporting its 
investments. To the extent that the profit margins are low associated with supporting the operations of networks, 
operators may be more likely to immediately sell digital assets earned by mining, resulting in a reduction in the price, 
negatively effecting collateral value. Price volatility; valuation uncertainties; and lack of regulatory guidance expose 
the Fund to risk.

Any widespread delays in the recording of transactions on a network could result in a loss of confidence. It is possible 
that actors could manipulate the network(s) and smart contract technology upon which assets rely. Risk of weaknesses 
or exploitable breakthroughs in the field of cryptography and misuse of digital assets would result in a loss of 
confidence. Custody of digital assets may entail certain additional risks.
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Restricted and Illiquid Securities.  The Fund may not be able to readily dispose of illiquid securities at prices that 
approximate those at which the Fund could sell such securities if they were more widely traded and, as a result of such 
illiquidity, the Fund may have to sell other investments or engage in borrowing transactions if necessary to raise cash 
to meet its obligations.

The Fund may purchase certain securities (“Rule 144A Securities”) eligible for resale to qualified institutional buyers 
as contemplated by Rule 144A under the Securities Act of 1933. Rule 144A provides an exemption from the registration 
requirements of the Securities Act for the resale of certain restricted securities to certain qualified institutional buyers. 
One effect of Rule 144A is that certain restricted securities may be considered liquid, though no assurance can be given 
that a liquid market for Rule 144A Securities will develop or be maintained. However, where a substantial market 
of qualified institutional buyers has developed for certain unregistered securities purchased by the Fund pursuant to 
Rule 144A under the Securities Act, the Fund intends to treat such securities as liquid securities in accordance with 
procedures approved by the Fund’s Board. Because it is not possible to predict with assurance how the market for 
Rule 144A Securities will develop, in connection with the Fund’s liquidity policies, the Board has directed the Adviser 
to monitor carefully the Fund’s investments in such securities with particular regard to trading activity, availability of 
reliable price information and other relevant information. To the extent that, for a period of time, qualified institutional 
buyers cease purchasing restricted securities pursuant to Rule 144A, the Fund’s investing in such securities may have 
the effect of increasing the level of illiquidity in its investment portfolio during such period.

Short Sales.  The Fund may engage in short sales of securities, particularly of corporate bonds and other fixed-income 
instruments. A short sale is a transaction in which the Fund sells a security it does not own as a means of attractive 
financing for purchasing other assets or in anticipation that the market price of that security will decline. The Fund 
may make short sales for financing, risk management, in order to maintain portfolio flexibility or to enhance income 
or gain.

When the Fund makes a short sale, it must borrow the security sold short and deliver it to the broker-dealer through 
which it made the short sale as collateral for its obligation to deliver the security upon conclusion of the sale. The Fund 
may have to pay a fee to borrow particular securities and is often obligated to pay over any payments received on such 
borrowed securities.

The Fund’s obligation to replace the borrowed security may be secured by collateral deposited with the broker-dealer, 
usually cash, U.S. government securities or other liquid securities. The Fund may also be required to designate on its 
books and records similar collateral with its custodian to the extent, if any, necessary so that the aggregate collateral 
value is at all times at least equal to the current market value of the security sold short. Depending on arrangements 
made with the broker-dealer from which it borrowed the security regarding payment over of any payments received by 
the Fund on such security, the Fund may not receive any payments (including interest) on its collateral deposited with 
such broker-dealer.

If the price of the security sold short increases between the time of the short sale and the time the Fund replaces the 
borrowed security, the Fund will incur a loss; conversely, if the price declines, the Fund will realize a gain. Any gain 
will be decreased, and any loss increased, by the transaction costs described above. Although the Fund’s gain is limited 
to the price at which it sold the security short, its potential loss is theoretically unlimited.

Emerging Market Securities.  The Fund may invest, directly or indirectly, in issuers domiciled in emerging markets. 
Emerging market countries include countries that are experiencing significant economic growth and possess some, 
but not all, of the characteristics of a developed country. When determining whether a country is considered an 
“emerging market” the Fund will consider countries that are generally recognized to be emerging market countries by 
the international financial community (including organizations such as the World Bank and International Monetary 
Fund). Investing in emerging market securities imposes risks different from, or greater than, risks of investing in 
foreign developed countries. These risks include (i)  the smaller market capitalization of securities markets, which 
may suffer periods of relative illiquidity, (ii) significant price volatility, (iii) restrictions on foreign investment, and 
(iv) possible repatriation of investment income and capital. In addition, foreign investors may be required to register the 
proceeds of sales, and future economic or political crises could lead to price controls, forced mergers, expropriation or 
confiscatory taxation, seizure, nationalization, or the creation of government monopolies. The currencies of emerging 
market countries may experience significant declines against the U.S. dollar, and devaluation may occur subsequent 
to investments in these currencies by the Fund. Inflation and rapid fluctuations in inflation rates have had, and may 
continue to have, negative effects on the economies and securities markets of certain emerging market countries.
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Certain emerging markets limit, or require governmental approval prior to, investments by foreign persons. Repatriation 
of investment income and capital from certain emerging markets is subject to certain governmental consents. Even 
where there is no outright restriction on repatriation of capital, the mechanics of repatriation may affect the operation 
of the Fund.

Additional risks of emerging market securities may include (i) greater social, economic and political uncertainty and 
instability, (ii) more substantial governmental involvement in the economy, (iii)  less governmental supervision and 
regulation, (iv) the unavailability of currency hedging techniques, (v) companies that are newly organized and small, 
(vi) differences in auditing and financial reporting standards, which may result in unavailability of material information 
about issuers, and (vii)  less developed legal systems. In addition, emerging securities markets may have different 
clearance and settlement procedures, which may be unable to keep pace with the volume of securities transactions or 
otherwise make it difficult to engage in such transactions. Settlement problems may cause the Fund to miss attractive 
investment opportunities, hold a portion of its assets in cash pending investment, or be delayed in disposing of a 
portfolio security. Such a delay could result in possible liability to a purchaser of the security.

Foreign Securities.  The Fund may invest in non-U.S. companies and other foreign securities. Purchases of foreign 
securities entail certain risks. For example, there may be less information publicly available about a foreign company 
than about a U.S. company, and foreign companies generally are not subject to accounting, auditing and financial 
reporting standards and practices comparable to those in the U.S. Other risks associated with investments in foreign 
securities include changes in restrictions on foreign currency transactions and rates of exchanges, changes in the 
administrations or economic and monetary policies of foreign governments, the imposition of exchange control 
regulations, the possibility of expropriation decrees and other adverse foreign governmental action, the imposition 
of foreign taxes, less liquid markets, less government supervision of exchanges, brokers and issuers, difficulty in 
enforcing contractual obligations, delays in settlement of securities transactions and greater price volatility. In addition, 
investing in foreign securities will generally result in higher commissions than investing in similar domestic securities.

Origination of Loans and Advances to Foreign Entities.  The foreign lending industry may be subject to less 
governmental supervision and regulation than exists in the U.S.; conversely, foreign regulatory regimes applicable 
to the lending industry may be more complex and more restrictive than those in the U.S., resulting in higher costs 
associated with such investments, and such regulatory regimes may be subject to interpretation or change without prior 
notice to investors. Foreign lending may not be subject to accounting, auditing, and financial reporting standards and 
practices comparable to those in the U.S. Due to differences in legal systems, there may be difficulty in obtaining or 
enforcing a court judgment outside the U.S. For example, bankruptcy laws may differ across the jurisdictions in which 
the Fund may invest and it may be difficult for a servicer to pursue non-U.S. borrowers. In addition, to the extent that 
investments are made in a limited number of countries, events in those countries will have a more significant impact on 
the Fund’s NAV. Loans or advances to foreign entities and individuals may be subject to risks of increased transaction 
costs, potential delays in settlement or unfavorable differences between the U.S. economy and foreign economies. 
The Fund’s exposure to loans to foreign entities and individuals may be subject to withholding and other foreign 
taxes, which may adversely affect the net return on such investments. In addition, fluctuations in foreign currency 
exchange rates and exchange controls may adversely affect the market value of exposure to loans to foreign entities 
and individuals.

Insurance-Linked Securities (“Cat Bonds”).  Cat Bonds are debt obligations for which the return of principal and 
the payment of interest are contingent on the non-occurrence of a pre-defined “trigger” event, such as a hurricane or 
an earthquake of a specific magnitude. For some Cat Bonds, the trigger event or magnitude of losses may be based 
on company-wide losses, index-portfolio losses, industry indexes or readings of scientific instruments rather than 
specified actual losses. Cat Bonds may be issued by government agencies, insurance companies, reinsurers, special 
purpose corporations or other on-shore or off-shore entities. If a trigger event, as defined within the terms of a Cat 
Bond, involves losses or other metrics exceeding a specific magnitude in the geographic region and time period 
specified therein, the Fund may lose a portion or all of its accrued interest and/or principal invested in such Cat Bond. 
The Fund is entitled to receive principal and interest payments so long as no trigger event occurs of the description and 
magnitude specified by the instrument. Because Cat Bond issuers currently are structured to be bankruptcy remote 
SPVs, it is unlikely that the Fund could lose its entire investment in a Cat Bond if the applicable trigger event never 
occurs. However, there can be no assurance that Cat Bonds in which the Fund may invest in the future will be structured 
in a similar manner or that a court would uphold the intended bankruptcy remote characterization of the structure. If 
a Cat Bond that is issued in the future is structured in a different manner, it may be possible that the Fund would lose 
its entire investment in a Cat Bond even though the applicable trigger event never occurs.



S-25

Often Cat Bonds provide for extensions of maturity that are mandatory, or optional at the discretion of the issuer, in 
order to process and audit loss claims in those cases when a trigger event has, or possibly has, occurred. The typical 
duration of mandatory and optional extensions of maturity for Cat Bonds currently is between three to six months, but 
maturity may be extended for a period of up to two years. In rare circumstances, the extension may exceed two years. 
Upon the occurrence or possible occurrence of a trigger event, and until the completion of the processing and auditing 
of applicable loss claims, the Fund’s investment in such Cat Bond may be fair valued, which may be at a price higher 
or lower than actual market quotations prior to the trigger event and may affect the Fund’s net asset value per share. 
Market quotes may not be readily available during the completion of the processing and auditing of applicable loss 
claims, which may require the Fund to fair value such securities. In addition to the specified trigger events, Cat Bonds 
may also expose the Fund to certain unanticipated risks, including but not limited to issuer (credit) default, adverse 
regulatory or jurisdictional interpretations and adverse tax consequences. Cat Bonds are subject to the risk that the 
model used to calculate the probability of a trigger event was not accurate and underestimated the likelihood of a 
trigger event. This may result in more frequent and greater than expected loss of principal and/or interest, which would 
adversely impact the Fund’s total returns. Further, to the extent there are events that involve losses or other metrics, 
as applicable, that are at, or near, the threshold for a trigger event, there may be some delay in the return of principal 
and/or interest until it is determined whether a trigger event has occurred. Finally, to the extent there is a dispute 
concerning the definition of the trigger event relative to the specific manifestation of a catastrophe, there may be losses 
or delays in the payment of principal and/or interest on the Cat Bond. As such, there is no significant trading history of 
these securities, and there can be no assurance that a liquid market in these instruments will develop. Lack of a liquid 
market may impose the risk of higher transactions costs and the possibility that the Fund may be forced to liquidate 
positions when it would not be advantageous to do so.

Litigation Finance Securities.  The Fund may invest in litigation finance-related credit investments. Some litigation 
finance investments pertain to litigation in which a settlement agreement or some form of agreement in principle between 
the parties exists. However, in some circumstances, these settlements, whether finalized or under a memorandum of 
understanding, require court approval or procedural steps beyond the Adviser’s or the Fund’s control. If parties to an 
agreement or agreement in principle, or the relevant judicial authorities, terminate or reject a settlement, the Fund 
could suffer losses in its litigation finance investments.

Parties to a litigation, arbitration or settlement agreement must have the ability to pay a fee, judgment, award or the 
agreed upon amount if a case outcome or transaction is ultimately successful or completed. Part of the investment 
process involves the Adviser’s assessment of this ability to pay or repay a debt obligation based on the cash flows of the 
settlement. However, if the party is unable to pay or further challenges the validity of a judgment or award, the Fund 
may have difficulties ultimately collecting its share of monetary judgments or awards. Further, given the nature of 
these recoveries, the Fund cannot always control the ultimate timing of an amount recovered, and there is no assurance 
that the Adviser will be able to predict the timing of any such payments.

For litigation finance investments made by the Fund, the Fund will not be the client of the law firm representing the 
party to the litigation or transaction and will not have the ability to control decisions made by the parties or the law 
firm. Lawyers are generally required to act pursuant to their clients’ directives and are fiduciaries to their clients, not 
to the Fund. The law firms involved also will be subject to an overriding duty to the courts and not the Fund. The 
Fund will be dependent upon the skills and efforts of independent law firms to complete any settlement or underlying 
litigation or transactional matter. There is no guarantee that the ultimate outcome of any opportunity will be in line 
with a law firm’s or expert’s initial assessment.

Life Settlement Investments.  The Fund may invest in structured products that are tied to a portfolio of life 
settlements. Life settlements are the transfers of the beneficial interest in a life insurance policy by the underlying 
insured person to a third party. The third party will generally purchase the beneficial interest in a life insurance policy 
for more than its cash surrender value but at a discount to its face value (i.e., the payment amount set forth in the 
life insurance policy that is payable on the death of the insured or upon maturity of the life insurance policy). After 
purchase, the third party will be responsible for premiums payable on the life insurance policy and will be entitled 
to receive the full face value from the insurance company upon maturation (i.e., upon the death of the insured). 
Accordingly, if the third party is unable to make premium payments on a purchased life insurance policy due to 
liquidity issues or for any other reason, the policy will lapse, and the third party will lose its ownership interest in the 
policy. The Fund does not purchase individual life insurance policies or life settlement policies and does not operate 
as a life settlement provider or agent.
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Although the Fund does not invest directly in individual life settlements, the Fund is indirectly exposed to certain risks 
involved in purchasing life settlements, including inaccurate estimations of life expectancy of the insured individuals, 
liquidity risk, credit risk of the insurance company, risks of any policies purchased being unenforceable and risks 
of adverse regulatory and legal changes. Such legal challenges may include the heirs of an insured challenging a 
particular life settlement.

The actual rate of return on an individual life settlement policy cannot be calculated before the insured dies and the 
longer the insured lives, the lower the rate of return on the related life settlement policy will be. The Fund will not have 
access to private health information about individual insureds, however, current privacy laws may limit the information 
available to actuary services used by the Fund about insureds and may cause such actuaries to inaccurately estimate 
the value of particular policies, or a group of policies in the aggregate. The inability predict with certainty the life 
expectancies of the pool of underlying insured persons tied to life settlement policies that make up any particular 
structured product that the Fund invests in, may cause unanticipated delays in the collection of policy payouts. 
Structured products tied to an underlying pool of life settlements are also generally considered illiquid because there 
is a limited secondary market for such products. Accordingly, the Fund may be limited in its ability to sell a structured 
product in its portfolio in a timely fashion and/or at a favorable price. In addition, if a life insurance company declares 
bankruptcy or otherwise is insolvent, there may not be sufficient funds for it to pay its liability, and while many states 
have an insurance guarantee fund to provide payments to beneficiaries of insurance companies that declare bankruptcy, 
the collection process can be prolonged and complicated, and collection may not be possible in all circumstances.

Individual life settlement policies may also be subject to contest by the issuing life insurance company. If the insurance 
company successfully contests a policy, the policy will be rescinded and declared void. For example, insurers may 
refuse to pay benefits on certain life insurance policies on the basis that there was no “insurable interest” on the part 
of the purchaser of a life insurance policy at the time such policy was issued. Recently the issue of a lack of insurable 
interest has been raised by insurers and beneficiaries of irrevocable life insurance trusts, in the context of so-called 
“stranger originated life insurance” policies. It is possible that courts may void certain life settlement policies for 
these or other reasons. The market for life settlement policies may also be subject to new government regulation that 
may impact the ability of third parties to obtain life settlement policies. Insurance companies may seek regulation or 
changes of law restricting or otherwise encumbering the transfer of life insurance policies in life settlement policy 
transactions. No assurance can be made that insurance companies will not be successful in limiting the supply of life 
insurance policies available for purchase in life settlement policy transactions.

Hedge Funds and Private Equity Funds.  The Fund may invest up to 15% of its net assets in private investment funds 
(which are commonly known as hedge funds or private equity funds) that would be required to register as investment 
companies but for an exemption under section 3(c)(1) or 3(c)(7) of the 1940 Act. These funds are not subject to the 
requirements and protections of the 1940 Act and carry all of the risks associated with Private Investment Funds, as 
disclosed in the Fund’s Prospectus. In addition, investors should be aware that these funds often engage in leverage, 
short-selling, arbitrage, hedging, derivatives, and other speculative investment practices that may significantly increase 
investment loss. These funds are highly illiquid, are not required to provide periodic pricing or valuation information to 
investors, and often charge high fees that can erode investment performance. Certain of these funds charge performance 
fees that may create an incentive for its manager to make investments that are riskier or more speculative than those it 
might have made in the absence of a performance fee. Additionally, these funds need not have independent boards of 
trustees and do not require investor approval of advisory contracts.

Investment Companies.  The Fund may invest in investment companies, which consist of open-end funds (mutual 
funds), closed-end funds, and exchange traded funds (also referred to as “Underlying Funds”). The 1940 Act provides 
that the Fund may not: (1) purchase more than 3% of an investment company’s outstanding shares; (2) invest more than 
5% of its assets in any single such investment company (the “5% Limit”), and (3) invest more than 10% of its assets in 
investment companies overall (the “10% Limit”), unless: (i) the underlying investment company and/or the Fund has 
received an order for exemptive relief from such limitations from the SEC; and (ii) the underlying investment company 
and the Fund take appropriate steps to comply with any conditions in such order.

In addition, Section 12(d)(1)(F) of the 1940 Act provides that the provisions of paragraph 12(d)(1) shall not apply to 
securities purchased or otherwise acquired by the Fund if (i) immediately after such purchase or acquisition not more 
than 3% of the total outstanding stock of such registered investment company is owned by the Fund and all affiliated 
persons of the Fund; and (ii) the Fund has not, and is not proposing to offer or sell any security issued by it through a 
principal underwriter or otherwise at a public or offering price which includes a sales load of more than 1½% percent. 
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An investment company that issues shares to the Fund pursuant to paragraph 12(d)(1)(F)  shall not be required to 
redeem its shares in an amount exceeding 1% of such investment company’s total outstanding shares in any period of 
less than thirty days. The Fund (or the Adviser acting on behalf of the Fund) must comply with the following voting 
restrictions: when the Fund exercises voting rights, by proxy or otherwise, with respect to investment companies 
owned by the Fund, the Fund will either seek instruction from the Fund’s shareholders with regard to the voting of all 
proxies and vote in accordance with such instructions, or vote the shares held by the Fund in the same proportion as 
the vote of all other holders of such security.

Further, if the Fund is relying on Section 12(d)(1)(F), the Fund may also rely on Rule 12d1-3, which allows unaffiliated 
investment companies to exceed the 5% Limitation and the 10% Limitation, provided the aggregate sales loads any 
investor pays (i.e., the combined distribution expenses of both the acquiring fund and the acquired funds) does not 
exceed the limits on sales loads established by FINRA for funds of funds.

The Fund and any “affiliated persons,” as defined by the 1940 Act, in reliance on Section 12(d)(1)(F) of the 1940 Act 
may purchase in the aggregate only up to 3% of the total outstanding securities of any Underlying Fund. Accordingly, 
when affiliated persons hold shares of any of the Underlying Funds, the Fund’s ability to invest fully in shares of 
those funds is restricted, and the Adviser must then, in some instances, select alternative investments that would not 
have been its first preference. The 1940 Act also provides that an Underlying Fund whose shares are purchased by the 
Fund in the foregoing manner will be obligated to redeem shares held by the Fund only in an amount up to 1% of the 
Underlying Fund’s outstanding securities during any period of less than 30 days. Shares held by the Fund in excess 
of 1% of an Underlying Fund’s outstanding securities will therefore be considered not readily marketable securities.

Further, Rule 12d1-4 of the 1940 Act provides that the provisions of paragraph 12(d)(1) shall not apply to securities 
purchased or otherwise acquired by the Fund if (i) the Fund does not control the acquired fund; (ii) the Fund uses 
mirror voting if it holds more than 25% of an acquired open-end fund due to a decrease in the outstanding securities 
of the acquired fund and if it holds more than 10% of a closed-end fund; (iii) the Adviser and the investment adviser 
to the acquired fund make certain findings regarding the fund of funds arrangement, after considering specific factors; 
(iv) the Fund and acquired funds not advised by the Adviser have entered into an agreement prior to exceeding the 
limits of section 12(d)(1); and (v) the Fund is not part of a three tiered or more fund of funds structure.

Stripped Mortgage-Backed Securities.  SMBSs are derivative multi-class mortgage securities. SMBSs may be 
issued by agencies or instrumentalities of the U.S. Government, or by private originators of, or investors in, mortgage 
loans, including savings and loan associations, mortgage banks, commercial banks, investment banks and special 
purpose entities of the foregoing. SMBSs are usually structured with two classes that receive different proportions 
of the interest and principal distributions on a pool of mortgage assets. A common type of SMBS will have one class 
receiving some of the interest and most of the principal from the mortgage assets, while the other class will receive 
most of the interest and the remainder of the principal. In the most extreme case, one class will receive all of the 
interest (the “IO” class), while the other class will receive all of the principal (the principal-only or “PO” class). The 
yield to maturity on an IO class is extremely sensitive to the rate of principal payments (including prepayments) on 
the related underlying mortgage assets, and a rapid rate of principal payments may have a material adverse effect on 
the Fund’s yield to maturity from these securities. If the underlying mortgage assets experience greater than anticipated 
prepayments of principal, the Fund may fail to recoup some or all of its initial investment in these securities even if the 
security is in one of the highest rating categories.

CMO Residuals.  CMO residuals are mortgage securities issued by agencies or instrumentalities of the 
U.S. Government or by private originators of, or investors in, mortgage loans, including savings and loan associations, 
homebuilders, mortgage banks, commercial banks, investment banks and special purpose entities of the foregoing. 
The cash flow generated by the mortgage assets underlying a series of a CMO is applied first to make required 
payments of principal and interest on the CMO and second to pay the related administrative expenses and any 
management fee of the issuer. The residual in a CMO structure generally represents the interest in any excess cash 
flow remaining after making the foregoing payments. Each payment of such excess cash flow to a holder of the 
related CMO residual represents income and/or a return of capital. The amount of residual cash flow resulting from 
a CMO will depend on, among other things, the characteristics of the mortgage assets, the coupon rate of each class 
of CMO, prevailing interest rates, the amount of administrative expenses and the prepayment experience on the 
mortgage assets. In particular, the yield to maturity on CMO residuals is extremely sensitive to prepayments on the 
related underlying mortgage assets, in the same manner as an interest-only (“IO”) class of stripped mortgage-backed 
securities (described below). In addition, if a series of a CMO includes a class that bears interest at an adjustable 
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rate, the yield to maturity on the related CMO residual will also be extremely sensitive to changes in the level of the 
index upon which interest rate adjustments are based. As described below with respect to stripped mortgage-backed 
securities, in certain circumstances the Fund may fail to recoup fully its initial investment in a CMO residual. CMO 
residuals are generally purchased and sold by institutional investors through several investment banking firms acting 
as brokers or dealers. CMO residuals may, or pursuant to an exemption therefrom, may not, have been registered 
under the Securities Act. CMO residuals, whether or not registered under the Securities Act, may be subject to certain 
restrictions on transferability. Collateralized Mortgage Obligations. A CMO is a debt obligation of a legal entity that is 
collateralized by mortgages and divided into classes. Similar to a bond, interest and prepaid principal is paid, in most 
cases, on a monthly basis. CMOs may be collateralized by mortgage loans or private mortgage bonds, but are more 
typically collateralized by portfolios of mortgage pass-through securities guaranteed by GNMA, FHLMC or FNMA 
and their income streams. CMOs are structured into multiple classes, often referred to as “tranches,” with each class 
bearing a different stated maturity and entitled to a different schedule for payments of principal and interest, including 
prepayments. Actual maturity and average life will depend upon the pre-payment experience of the collateral. In the 
case of certain CMOs (known as “sequential pay” CMOs), payments of principal received from the pool of underlying 
mortgages, including prepayments, are applied to the classes of CMOs in the order of their respective final distribution 
dates. Thus, no payment of principal will be made to any class of sequential pay CMOs until all other classes having an 
earlier final distribution date have been paid in full. CMOs may be less liquid and may exhibit greater price volatility 
than other types of mortgage- or asset-backed securities.

Recharacterization of Lender Claims Under the Bankruptcy Code.  Under U.S. Bankruptcy Code, a court may use 
its equitable powers to “recharacterize” the claim of a lender, i.e., notwithstanding the characterization by the lender 
and borrower of a loan advance as a “debt,” to find that the advance was in fact a contribution in exchange for equity. 
Typically, recharacterization occurs when an equity holder asserts a claim based on a loan made by the equity holder 
to the borrower at a time when the borrower was in such poor financial condition so that other lenders would not 
make such a loan. In effect, a court that recharacterizes a claim makes a determination that the original circumstance 
of the contribution warrants treating the holder’s advance not as debt but rather as equity. In determining whether 
recharacterization is warranted in any given circumstance, courts may look at the following factors: (i) the names given 
to the instruments (if any) evidencing the indebtedness; (ii) the presence or absence of a fixed maturity or scheduled 
payment; (iii) the presence or absence of a fixed rate of interest and interest payments; (iv) the source of repayments; 
(v) the adequacy or inadequacy of capital; (vi) the identity of interest between the creditor and the equity holders; 
(vii)  the security (if any) for the advances; (viii)  the borrower’s ability to obtain financing from outside lending 
institutions; (ix) the extent to which the advances were subordinated to the claims of outside creditors; (x) the extent 
to which the assets were used to acquire capital assets; and (xi) the presence or absence of a sinking fund to provide 
for repayment. These factors are reviewed under the circumstances of each case, and no one factor is controlling. The 
Fund may be subject to claims from creditors of an obligor that debt obligations of such obligor held by us should be 
recharacterized. The Fund could be adversely affected whether the Fund were the lender of record or the Fund acquired 
a participation interest in a loan that was subject to recharacterization.

Non-Principal Investment Strategies and Risks

Cash Equivalents Short-Term Debt Securities, and Money Market Instruments. For temporary defensive purposes or 
otherwise, the Fund may invest up to 100% of its assets in cash equivalents, short-term debt securities, money market 
instruments and money market mutual funds. Short-term debt investments having a remaining maturity of 60 days 
or less when purchased will be valued at cost, adjusted for amortization of premiums and accretion of discounts. 
Short-term debt securities are defined to include, without limitation, the following:

(1)	 U.S.  government securities, including bills, notes and bonds differing as to maturity and rates of 
interest that are either issued or guaranteed by the U.S. Treasury or by other U.S. government agencies 
or instrumentalities. U.S.  government securities include securities issued by (a)  the Federal Housing 
Administration, Farmers Home Administration, Export-Import Bank of the United States, Small Business 
Administration and Government National Mortgage Association, whose securities are supported by the 
full faith and credit of the United States; (b) the Federal Home Loan Banks, Federal Intermediate Credit 
Banks and Tennessee Valley Authority, whose securities are supported by the right of the agency to borrow 
from the U.S. Treasury; (c) the Federal National Mortgage Association, whose securities are supported 
by the discretionary authority of the U.S. government to purchase certain obligations of the agency or 
instrumentality; and (d)  the Student Loan Marketing Association, whose securities are supported only 
by its credit. While the U.S. government provides financial support to such U.S. government-sponsored 



S-29

agencies or instrumentalities, no assurance can be given that it always will do so since it is not so obligated 
by law. The U.S. government, its agencies and instrumentalities do not guarantee the market value of their 
securities. Consequently, the value of such securities may fluctuate. In 2008, the Federal Housing Finance 
Agency (“FHFA”) placed the Federal National Mortgage Association (“Fannie Mae”) and the Federal Home 
Loan Mortgage Corporation (“Freddie Mac”) into conservatorship. As conservator, FHFA succeeded to 
all rights, titles, powers and privileges of Fannie Mae and Freddie Mac and of any stockholder, officer or 
director of Fannie Mae and Freddie Mac and the assets of Fannie Mae and Freddie Mac. Fannie Mae and 
Freddie Mac are continuing to operate as going concerns while in conservatorship and each remains liable 
for all of its obligations, including its guaranty obligations, associated with its mortgage-backed securities. 
There is no assurance that the obligations of such entities will be satisfied in full, or that such obligations 
will lose value or default. See “Mortgage-Backed Securities — Mortgage Pass-Through Securities” below. 
The Adviser will monitor developments and seek to manage the Fund’s portfolio in a manner consistent 
with achieving the Fund’s investment objectives, but there can be no assurance that it will be successful in 
doing so;

(2)	 Certificates of deposit issued against funds deposited in a bank or a savings and loan association. Such 
certificates are for a definite period of time, earn a specified rate of return and are normally negotiable. 
The issuer of a certificate of deposit agrees to pay the amount deposited plus interest to the bearer of the 
certificate on the date specified thereon. Certificates of deposit purchased by the Fund may not be fully 
insured by the FDIC;

(3)	 Repurchase agreements, which involve purchases of debt securities. At the time the Fund purchases 
securities pursuant to a repurchase agreement, it simultaneously agrees to resell and redeliver such 
securities to the seller, who also simultaneously agrees to buy back the securities at a fixed price and 
time. This assures a predetermined yield for the Fund during its holding period, since the resale price 
is always greater than the purchase price and reflects an agreed-upon market rate. Such actions afford 
an opportunity for the Fund to invest temporarily available cash. The Fund may enter into repurchase 
agreements only with respect to obligations of the U.S.  government, its agencies or instrumentalities; 
certificates of deposit; or bankers’ acceptances in which the Fund may invest. Repurchase agreements may 
be considered loans to the seller, collateralized by the underlying securities. The risk to the Fund is limited 
to the ability of the seller to pay the agreed-upon sum on the repurchase date; in the event of default, the 
repurchase agreement provides that the Fund is entitled to sell the underlying collateral. If the value of 
the collateral declines after the agreement is entered into, and if the seller defaults under a repurchase 
agreement when the value of the underlying collateral is less than the repurchase price, the Fund could 
incur a loss of both principal and interest. The Adviser monitors the value of the collateral at the time the 
action is entered into and at all times during the term of the repurchase agreement. The Adviser does so in 
an effort to determine that the value of the collateral always equals or exceeds the agreed-upon repurchase 
price to be paid to the Fund. If the seller were to be subject to a federal bankruptcy proceeding, the ability 
of the Fund to liquidate the collateral could be delayed or impaired because of certain provisions of the 
bankruptcy laws; and

(4)	 Commercial paper, which consists of short-term unsecured promissory notes, including variable rate master 
demand notes issued by corporations to finance their current operations. Master demand notes are direct 
lending arrangements between the Fund and a corporation. There is no secondary market for such notes. 
However, they are redeemable by the Fund at any time. The Adviser will consider the financial condition of 
the corporation (e.g., earning power, cash flow and other liquidity ratios) and will continuously monitor the 
corporation’s ability to meet all of its financial obligations, because the Fund’s liquidity might be impaired 
if the corporation were unable to pay principal and interest on demand. Investments in commercial paper 
will be limited to commercial paper rated in the highest categories by a major rating agency and which 
mature within one year of the date of purchase or carry a variable or floating rate of interest.

Money market instruments are high quality, short-term fixed-income obligations, which generally have remaining 
maturities of one year or less and may include U.S. Government securities, commercial paper, certificates of deposit 
and bankers acceptances issued by domestic branches of U.S. banks that are members of the Federal Deposit Insurance 
Corporation, and repurchase agreements. Money market mutual funds are mutual funds holding primarily money 
market instruments.
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MANAGEMENT OF THE FUND

Trustees and Officers

The Board has overall responsibility to manage and control the business affairs of the Fund, including the complete 
and exclusive authority to oversee and to establish policies regarding the management, conduct and operation of 
the Fund’s business. The Board exercises the same powers, authority and responsibilities on behalf of the Fund as 
are customarily exercised by the board of directors of a registered investment company organized as a corporation. The 
business of the Fund is managed under the direction of the Board in accordance with the Agreement and Declaration 
of Trust of the Fund (the “Agreement and Declaration of Trust”) and the By-laws of the Fund (the “By-laws” and, 
collectively with the Agreement and Declaration of Trust, the “Governing Documents”), each as amended from time 
to time, which have been filed with the SEC and are available upon request.

The Board consists of four individuals, three of whom are not “interested persons” (as defined under the 1940 Act) 
of the Fund, the Adviser, or Foreside Financial Services, LLC (the “Distributor”), the Fund’s principal underwriter 
(the “Independent Trustees”). Under certain 1940 Act governance guidelines that apply to the Fund, the Independent 
Trustees will meet in executive session, at least quarterly. Interested persons generally include affiliates, immediate 
family members of affiliates, any partner or employee of the Fund’s legal counsel, and any person who has engaged 
in portfolio transactions for the Fund or who has loaned the Fund money or property within the previous six months. 
Pursuant to the Governing Documents of the Fund, the Trustees shall elect officers including a President, a Secretary, 
a Treasurer, a Principal Executive Officer and a Principal Financial Officer. The Board retains the power to conduct, 
operate and carry on the business of the Fund and has the power to incur and pay any expenses, which, in the opinion 
of the Board, are necessary or incidental to carry out any of the Fund’s purposes. The Trustees, officers, employees and 
agents of the Fund, when acting in such capacities, shall not be subject to any personal liability except for his or her 
own bad faith, willful misfeasance, gross negligence or reckless disregard of his or her duties.

Board Leadership Structure

The Fund is led by Patrick Seese, who has served as the Chairman of the Board since September 2022 and is also an 
interested Trustee. Under the Fund’s Agreement and Declaration of Trust and By-Laws, the Chairman of the Board is 
responsible for: (a) presiding at Board meetings, (b) calling special meetings on an as-needed basis, (c) execution and 
administration of Trust policies including (i) setting the agendas for Board meetings and (ii) providing information to 
Board members in advance of each Board meeting and between board meetings. The Fund believes that its Chairman, 
the chair of the Audit Committee, and, as an entity, the full Board of Trustees, provide effective leadership that is in the 
best interests of the Fund and each shareholder.

Board Risk Oversight

The Board of Trustees is comprised of a majority of Independent Trustees with a standing independent Audit Committee 
with a separate chair. The Board is responsible for overseeing risk management, and the full Board regularly engages 
in discussions of risk management and receives compliance reports that inform its oversight of risk management 
from its Chief Compliance Officer at quarterly meetings and on an ad hoc basis, when and if necessary. The Audit 
Committee considers financial and reporting risk within its area of responsibilities. Generally, the Board believes 
that its oversight of material risks is adequately maintained through the compliance-reporting chain where the Chief 
Compliance Officer is the primary recipient and communicator of such risk-related information.

Trustee Qualifications

Generally, the Fund believes that each Trustee is competent to serve because of their individual overall merits including: 
(i) experience, (ii) qualifications, (iii) attributes and (iv) skills.

Christopher Shaw.  Mr. Shaw is a Vice President and Managing Director at SS&C Technologies. He has worked 
at SS&C and its affiliated companies since 1993. He has over 25  years of experience working in the investment 
management industry. In his current role, he provides strategic direction and executive oversight for a transfer agency 
organization supporting multiple alternative investment products, such as closed end interval funds, non-traded REITS 
and BDCs, private equity, hedge fund and mutual fund clients. Mr. Shaw is a graduate of the University of Kansas.



S-31

Kate Davis.  Ms. Davis has served as a Director of Portfolio Management at Harrison Street Real Estate Capital LLC 
since 2021. Prior to this she served as Principal at Radcliffe Capital LLC during 2020, and as President and Portfolio 
Manager of Broadstone Real Estate Access Fund from 2017 to 2020. From 2013 to 2017, Ms. Davis was Portfolio 
Manager and Head of Research and Operations at Resource America. Prior to this, Ms. Davis held various finance 
roles at Microsoft and Tandem Realty. Ms. Davis has over a decade of experience in real estate and finance, including 
experience with investment companies. Ms. Davis possesses a strong understanding of the regulatory framework 
under which investment companies must operate. Ms. Davis holds a BS in Finance from the University of Illinois 
Urbana-Champaign as well as an MBA from the University of Chicago Booth School of Business, with concentrations 
in Finance and Strategic Management.

Felix Rivera.  Mr. Rivera is the founder of Independent Channel Advisors, LLC. He began his career in 1988 at 
Shearson Lehman Brothers and created Independent Channel Advisors, LLC (“ICA”) in 2011. He spent 16 years with 
Smith Barney and its predecessor firms in a variety of different roles within Operations, Marketing & Sales and The 
Consulting Group. Prior to forming ICA, Felix was the Chief Operating Officer for Biondo Investment Advisors, 
LLC. His responsibilities included management of the day-to-day operations, compliance, finance, administration 
and trading. While at Biondo Investment Advisors, LLC Felix launched two mutual funds and sat as a Trustee Board 
Member of the Ralph Parks Cyclical Equity Fund. Mr. Rivera has over 30 years of business experience in the investment 
management and brokerage business and possesses a strong understanding of the regulatory framework under which 
investment companies must operate.

Patrick Seese.  Mr.  Seese is an owner and a Managing Director of Integris Partners, a middle-market investment 
banking firm serving closely-held companies, financial sponsors and public companies and has served as such since 
2008. Prior to this, from 2003 to 2008, Mr. Sees was a Managing Director of Headwaters MB, a middle-market investing 
banking firm. Prior to that, Mr. Seese worked in Credit Suisse First Boston’s Mergers and Acquisitions Group and served 
as Head of Corporation Development, Katy Industries, a publicly traded industrial and consumer products company, and 
at Deloitte & Touche LLP, where he began his career in 1994. Through his experience as a senior officer of and board 
member of financial and other organizations, Mr. Seese contributes his management and oversight experience to the 
Board. The Board also benefits from his experience as a member of the board of other organizations. He was selected 
to serve as a Trustee based on his business, financial services and accounting experience. Mr. Seese is a graduate of the 
University of Colorado and earned an MBA from The University of Chicago Booth School of Business. He is one of 
the founders of The Mile High Five Foundation (MH5), a charity dedicated to fund youth/health-related organizations.

Independent Trustees

Name, Address  
and Year of Birth

Position/Term  
of Office*

Principal Occupation During the  
Past Five Years

Number of  
Portfolios in  

Fund Complex  
Overseen by  

Trustee**

Other 
Directorships  

held by Trustee  
During the Past  

Five Years

Kate Davis 
Year: 1981

Trustee, Since  
2022

Director, Portfolio Management, 
Harrison Street Real Estate Capital 
LLC (Jan. 2021 – Present); Principal, 
Radcliffe Capital LLC (Jul. 2020 – Dec. 
2020); President and Portfolio Manager, 
Broadstone Real Estate Access Fund 
(Aug. 2017 – Jul. 2020); Portfolio 
Manager and Head of Research & 
Operations, Resource America, Inc. 
(Jan 2013 – Aug. 2017).

1 None

Felix Rivera 
Year: 1963

Trustee, Since  
2022

Managing Partner, Independent 
Channel Advisors, LLC 
(Jan. 2011 – Present).

1 Advisors Preferred 
Trust; Centerstone 

Investors Trust

Patrick Seese 
Year: 1971

Trustee, Since  
2022

Managing Director, Integris Partners 
(Feb. 2008 – Present).)

1 The Mile High Five 
Foundation and 

ALPS Series Trust

*	 The term of office for each Trustee listed above will continue indefinitely.
**	 The “Fund Complex” consists of the Fund.
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Interested Trustees and Officers

Name, Address 
and Year of Birth

Position/Term 
of Office*

Principal Occupation During the  
Past Five Years

Number of 
Portfolios in 

Fund Complex 
Overseen by 

Trustee**

Other 
Directorships  

held by Trustee  
During the Past  

Five Years

Christopher Shaw 
Year: 1968

Interested 
Trustee, 
President 

and Principal 
Executive 

Officer, Since 
2022

Vice President and Managing Director, 
SS&C Technologies (Apr. 2018 – 
Present); Operations Officer, DST 
Systems (Nov. 1993 – Apr. 2018).

1 None.

Ryan Johanson 
 Year: 1968

Treasurer 
and Principal 

Financial 
Officer, Since 

2023﻿

Fund Controller, ALPS Fund Services 
(2016 – Present).﻿

N/A N/A

Nicholas Adams 
Year: 1983

Secretary, 
Since 2023

Principal Legal Counsel, ALPS Fund 
Services, Inc. (Jan. 2022 – Present); 
Associate Attorney, Arnold, Newbold, 
Sollars and Hollins, P.C. (June. 2020 – 
Jan. 2022); Associate Attorney, 
Stanziola Estate Law (Jan. 2019 – 
Jun. 2020); Quality Assurance and 
Compliance Analyst, Empower 
Retirement (Jun. 2016 – Jan. 2019).

N/A N/A

Daniel Wilson 
Year: 1984

Assistant 
Secretary, 

Since 2023

Senior Paralegal, ALPS Fund Services, 
Inc. (Aug. 2023 – Present); Janus 
Henderson Investors (Aug. 2018 – 
May 2023).

N/A N/A

Theodore J. Uhl  
Year: 1974﻿

Chief 
Compliance 

Officer, Since 
2023﻿

Deputy Compliance Officer, ALPS  
Fund Services, Inc. (2010 – Present).﻿

N/A N/A

*	 The term of office for each Trustee and officer listed above will continue indefinitely.
**	 The “Fund Complex” consists of the Fund.

Board Committees

Audit Committee

The Board has an Audit Committee that consists of three Trustees, each of whom is not an “interested person” of the 
Fund within the meaning of the 1940 Act. The Audit Committee’s responsibilities include: (i) recommending to the 
Board the selection, retention or termination of the Fund’s independent auditors; (ii) reviewing with the independent 
auditors the scope, performance and anticipated cost of their audit; (iii) discussing with the independent auditors certain 
matters relating to the Fund’s financial statements, including any adjustment to such financial statements recommended 
by such independent auditors, or any other results of any audit; (iv) reviewing on a periodic basis a formal written 
statement from the independent auditors with respect to their independence, discussing with the independent auditors 
any relationships or services disclosed in the statement that may impact the objectivity and independence of the 
Fund’s independent auditors and recommending that the Board take appropriate action in response thereto to satisfy 
itself of the auditor’s independence; and (v) considering the comments of the independent auditors and management’s 
responses thereto with respect to the quality and adequacy of the Fund’s accounting and financial reporting policies 
and practices and internal controls. The Audit Committee operates pursuant to an Audit Committee Charter. During 
the fiscal year ended September 30, 2023, the Audit Committee met two times.
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Trustee Ownership

The following table indicates the dollar range of equity securities that each Trustee beneficially owned in the Fund as 
of December 31, 2023:

Name of Trustee
Dollar Range of Equity  
Securities in the Fund

Aggregate Dollar Range of Equity  
Securities in All Registered  

Investment Companies  
Overseen by Trustee in Family of  

Investment Companies

Christopher Shaw None. None.
Kate Davis None. None.
Felix Rivera None. None.
Patrick Seese None. None.

Compensation

Each Trustee who is not affiliated with the Fund or Adviser will receive an annual retainer of $7,500 for the 12-month 
period ending September 30, 2024. Effective October 1, 2023, each Independent Trustee will receive an annual retainer 
of $15,000 payable quarterly, and reimbursement for any reasonable expenses incurred attending such meetings. None 
of the executive officers receive compensation from the Fund.

The table below details the amount of compensation the prior Trustees received from the Fund for the fiscal year ended 
September 30, 2023. The Fund does not have a bonus, profit sharing, pension or retirement plan.

Name of Trustee

Aggregate  
Compensation  
From the Fund

Pension or  
Retirement  

Benefits Accrued  
as Part of Fund  

Expenses

Estimated Annual  
Benefits Upon  

Retirement

Total  
Compensation  

From Trust  
Paid to  

Trustees

George Caulkins��������������������������������������� $� 4,972 None. None. $� 4,972
Chip Clarke����������������������������������������������� $� 4,972 None. None. $� 4,972
Adam Farver��������������������������������������������� $� 4,972 None. None. $� 4,972
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CODES OF ETHICS

The Fund, Adviser and Subadviser have each adopted a code of ethics under Rule 17j-1 of the 1940 Act (collectively 
the “Ethics Codes”). Rule 17j-1 and the Ethics Codes are designed to prevent unlawful practices in connection with 
the purchase or sale of securities by covered personnel (“Access Persons”). The Ethics Codes apply to the Fund and 
permit Access Persons to, subject to certain restrictions, invest in securities, including securities that may be purchased 
or held by the Fund. Under the Ethics Codes, Access Persons may engage in personal securities transactions, but are 
required to report their personal securities transactions for monitoring purposes. In addition, certain Access Persons 
are required to obtain approval before investing in initial public offerings or private placements. The codes are available 
on the EDGAR database on the SEC’s website at www.sec.gov, and also may be obtained, after paying a duplicating 
fee, by electronic request at the following e-mail address: publicinfo@sec.gov.
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PROXY VOTING POLICIES AND PROCEDURES

The Board has adopted Proxy Voting Policies and Procedures (“Policies”) on behalf of the Fund, which delegate the 
responsibility for voting proxies to the Adviser, subject to the Board’s continuing oversight. The Policies require that 
the Adviser elect to vote or not to vote proxies received in a manner consistent with the best interests of the Fund 
and shareholders. The Policies also require the Adviser to present to the Board, at least annually, the Adviser’s Proxy 
Policies and a record of each proxy voted or not voted by the Adviser on behalf of the Fund, including a report on the 
resolution of all proxies identified by the Adviser involving a conflict of interest.

Where a proxy proposal raises a material conflict between the interests of the Adviser, any affiliated person(s) of the 
Adviser, the Distributor or any affiliated person of the Distributor, or any affiliated person of the Fund and the Fund’s 
or its shareholder’s interests, the Adviser will resolve the conflict by voting in accordance with the policy guidelines or 
at the Fund’s directive using the recommendation of an independent third party. If the third party’s recommendations 
are not received in a timely fashion, the Adviser will abstain from voting. A copy of the Adviser’s proxy voting policies 
is attached hereto as Appendix A.

Information regarding how the Fund voted proxies relating to portfolio securities held by the Fund during the most 
recent 12-month period ending June 30 will be available (1) without charge, upon request, by calling the Fund toll-free 
at (877) 774-7724; and (2) on the SEC’s website at http://www.sec.gov. In addition, a copy of the Fund’s proxy voting 
policies and procedures are also available by calling toll-free at (877) 774-7724 and will be sent within three business 
days of receipt of a request.
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INVESTMENT ADVISORY AND OTHER SERVICES

Investment Adviser

The Adviser, located at 500 Newport Center Drive, Ste. 680, Newport Beach, California 92660, serves as the 
Fund’s investment adviser. The Adviser is registered with the SEC as an investment adviser under the Investment 
Advisers Act of 1940, as amended. The Adviser was formed in November 2021 and is a wholly-owned subsidiary of 
Alpha Growth PLC. Alpha Growth PLC is a financial advisory business headquartered in the United Kingdom. As of 
December 31, 2023, the Adviser and its affiliates had $700 Million of assets under management. Alpha Growth PLC 
was established in 2015 by insurance and asset management professionals to provide specialist advisory and asset 
management services in the multi-billion dollar longevity asset management and investment business and is listed on 
the London Stock Exchange (LSE: ALGW and OTCQB: ALPGF).

Under the general supervision of the Board of Trustees, the Adviser carries out the investment and reinvestment of 
the net assets of the Fund, furnishes continuously an investment program with respect to the Fund, and determines 
which securities should be purchased, sold or exchanged. In addition, the Adviser supervises and provides oversight 
of the Fund’s service providers. The Adviser furnishes to the Fund office facilities, equipment, and personnel for 
servicing the management of the Fund. The Adviser may employ research services and service providers to assist in 
the Adviser’s market analysis and investment selection. The Adviser compensates all Adviser personnel who provide 
services to the Fund.

A discussion regarding the basis for the Board of Trustees’ approval of the Advisory Agreement is included in the 
Fund’s annual report to shareholders for the period ended September 30, 2022.

Pursuant to the Advisory Agreement, the Adviser is entitled to receive, on a monthly basis, an annual advisory fee from 
the Fund equal to 1.50% of the Fund’s average daily net assets.

The Adviser and the Fund have entered into an Expense Limitation Agreement under which the Adviser has agreed, 
until at least January 31, 2025 to waive its management fees and to pay or absorb the ordinary operating expenses of the 
Fund and the organizational and offering expenses of the Fund (excluding interest, dividends, amortization/accretion 
and interest on securities sold short, brokerage commissions, acquired fund fees and expenses, distribution and 
shareholder servicing fees, and extraordinary expenses), to the extent that its management fees plus the Fund’s 
expenses exceed 2.40% per annum of the Fund’s average daily net assets attributable to Class I Shares and Class A 
Shares. The Expense Limitation Agreement may not be terminated by the Adviser, but it may be terminated by the 
Board of Trustees, upon 60 days’ written notice to the Adviser.

Any waiver or reimbursement by the Adviser is subject to repayment by the Fund within the three years from the 
date the Adviser waived any payment or reimbursed any expense, if the Fund is able to make the repayment without 
exceeding the lesser of the expense limitation in place at the time of the waiver or the current expense limitation, and 
the repayment is approved by the Board of Trustees. See “Management of the Fund — Trustees and Officers.”

The Fund’s previous adviser received management fees in the following amounts for the periods indicated:

Fiscal Year Ended
Advisory Fees  

Earned
Fees  

Waived
Total Fees  
Received

Expenses  
Reimbursed

September 30, 2020 ������������������������������������� $� 97,815 $� 97,815 $� 0 $� 296,169
September 30, 2021 ������������������������������������� $� 170,608 $� 170,608 $� 0 $� 186,390
September 30, 2022 ������������������������������������� $� 120,895 $� 120,895 $� 0 $� 344,567

The Fund’s Adviser received management fees in the following amounts for the periods indicated:

Fiscal Year Ended
Advisory Fees  

Earned
Fees  

Waived
Total Fees  
Received

Expenses  
Reimbursed

September 30, 2022 ������������������������������������� $� 8,870 $� 8,870 $� 0 $� 33,383
September 30, 2023 ������������������������������������� $� 65,959 $� 65,959 $� 0 $� 341,428
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The Sub-Adviser

The Adviser has engaged Haven Asset Management (Interval Funds) LLC, located at 537 Steamboat Road, Suite 302, 
Greenwich, Connecticut 06830, to act as investment sub-adviser to the Fund pursuant to an Investment Sub-Advisory 
Agreement between the Adviser, Sub-Adviser and the Fund. The Adviser has delegated investment discretion for a 
portion of the Fund’s portfolio to the Sub-Adviser, as described in the Prospectus. For its management of a portion of 
the portfolio, the Sub-Adviser receives a fee paid for by the Adviser. The Fund does not pay any sub-advisory fees. 
The Sub-Adviser is registered with the SEC under the Advisers Act. The Sub-Adviser was formed in September 2021. 
The Sub-Adviser is owned by Max Holmes, who is also its portfolio manager.

For its services rendered with respect to the Fund the Sub-Adviser shall receive an annual management fee of 0.75% 
of the average daily net assets managed by the Sub-Adviser. The Sub-Adviser is paid by the Adviser, not the Fund.

A discussion regarding the basis for the Board of Trustees’ approval of the Sub-Advisory Agreement was included in 
the Fund’s annual report to shareholders for the period ended September 30, 2022.

Conflicts of Interest

The Adviser and Sub-Adviser currently or in the future may provide investment advisory and other services, directly 
and through affiliates, to various affiliated entities and accounts other than the Fund (“Adviser Accounts”). The Fund 
has no interest in these activities. The Adviser and Sub-Adviser and the investment professionals, who on behalf of 
the Adviser and Sub-Adviser provide investment advisory services to the Fund, are engaged in substantial activities 
other than on behalf of the Fund, may have differing economic interests in respect of such activities, and may have 
conflicts of interest in allocating their time and activity between the Fund and the Adviser and Sub-Adviser Accounts. 
Such persons devote only so much time to the affairs of the Fund as in their judgment is necessary and appropriate.

Administrator and Accounting Agent

Effective August 17, 2023, ALPS Fund Services, Inc. (“ALPS”) (an affiliate of ALPS Distributors, Inc.), which houses 
its principal office at 1290 Broadway, Suite 1000, Denver, Colorado 80203, serves as administrator to the Fund. 
The Fund has agreed to pay fees incurred in connection with its administrative activities (“Administration Fees”). 
Pursuant to the Services Agreement with the Trust, ALPS will provide operational services to the Fund including, 
but not limited to, fund accounting and fund administration, and will generally assist in the Fund’s operations. 
The Administration Fees are accrued on a daily basis and paid monthly. During the period between August 17, 2023 to 
September 30, 2023 the Fund paid Administrative Fees totaling $17,671.

Prior to August 17, 2023, UMB Fund Services, Inc. (“UMB”), which houses its principal office at 235 West Galena Street, 
Milwaukee Wisconsin 53212 served as the Fund’s administrator. During the periods ending September 30, 2021 and 
September 30, 2022, the Fund paid Administration Fees totaling $58,869 and $67,650 respectively. During the period 
between October 1, 2023 to August 16, 2023 the Fund paid $104,014 in Administrative Fees to UMB.

Transfer Agent

SS&C GIDS, Inc., located at 1055 Broadway Street, Kansas City, Missouri 64105, and an affiliate of the Administrator, 
serves as the transfer agent and registrar for the Fund.

Thompson Hine LLP

Thompson Hine LLP, located at 41 South High Street, Suite 1700, Columbus, Ohio 43215-6101, is counsel to the Fund.

Custodian

UMB Bank, N.A., with principal offices at 1010 Grand Boulevard, Kansas City, MO 64106, serves as custodian for the 
Fund. Under a Custody Agreement, UMB Bank, N.A. holds the Fund’s assets in safekeeping and keeps all necessary 
records and documents relating to its duties.

Independent Registered Public Accounting Firm

Cohen  & Company, LTD, located at 1835 Market Street, Suite 310, Philadelphia, PA 19103, is the independent 
registered public accounting firm for the Fund and audits the Fund’s financial statements.
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CONFLICTS OF INTEREST

As a general matter, certain conflicts of interest may arise in connection with a portfolio manager’s management 
of a fund’s investments, on the one hand, and the investments of other accounts for which the portfolio manager is 
responsible, on the other. For example, it is possible that the various accounts managed could have different investment 
strategies that, at times, might conflict with one another to the possible detriment of the Fund. Alternatively, to the 
extent that the same investment opportunities might be desirable for more than one account, possible conflicts could 
arise in determining how to allocate them. Other potential conflicts might include conflicts created by specific portfolio 
manager compensation arrangements, and conflicts relating to selection of brokers or dealers to execute Fund portfolio 
trades and/or specific uses of commissions from Fund portfolio trades (for example, research, or “soft dollars,” if any). 
Some of these service providers may be affiliated with the Adviser. The Adviser has adopted policies and procedures 
in a manner reasonably designed to safeguard the Fund from being negatively affected as a result of any such potential 
conflicts. These policies and procedures generally require that the Adviser distribute investment opportunities among 
client accounts in a fair and equitable manner (e.g., on a pro rata basis, relative to the size of the order) and seek 
best execution for securities transactions executed on the Fund’s behalf. Opportunities are generally allocated on the 
basis of capital available for such investments and other relevant factors particular to the accounts, including, but 
not limited to, investment restrictions, tax and U.S. Employee Retirement Income Security Act of 1974, as amended 
(“ERISA”), considerations and other regulatory considerations, risk parameters, existence of a pre-existing position, 
desire to avoid creation of odd lot positions, de minimis allocations, and other factors including the appropriate overall 
composition of each portfolio.

From time to time, to the extent consistent with the 1940 Act and the rules and regulations promulgated thereunder, 
or with exemptive relief the Fund may receive from the SEC, if any, the Fund and other clients for which the Adviser 
provides investment management services or carry on investment activities may make investments at different levels 
of an investment entity’s capital structure or otherwise in different classes of an issuer’s securities. These investments 
may inherently give rise to conflicts of interest or perceived conflicts of interest between or among the various classes 
of securities that may be held by the Fund and such other clients, including in the case of financial distress of the 
investment entity.

The Adviser may enter into transactions and invest in securities or other instruments on behalf of the Fund in which 
the Adviser or its affiliates, acting as principal or as agent for its customers, serves as the counterparty to the extent 
permitted by applicable law. The Adviser may also enter into cross transactions where the Adviser or its affiliates acts 
as agent on behalf of the Fund and the other party to the transaction to the extent permitted by applicable law. Cross 
transactions may include trades between funds or accounts advised by the Adviser or its affiliates. Cross transactions 
may enable the Adviser to purchase or sell a block of securities or other instruments for the Fund and possibly avoid 
commissions, a bid-ask spread, or an unfavorable price movement that may be created through entrance into the 
market with such purchase or sell order. The Adviser or its affiliates may have a potentially conflicting division of 
responsibilities to both parties to a principal or cross transaction.

The Fund may buy or sell securities of an issuer that are also bought or sold by the Adviser or other clients of 
the Adviser. In this regard, the Adviser may give advice and recommend securities, derivatives, and other financial 
instruments to the Fund which may be identical to or may differ from advice given to or instruments recommended 
or bought or sold for other clients, even though their investment objectives may be the same or similar. Differing 
advice may be given to clients pursuing overlapping though differing strategies, for example when one client pursues 
a sub-set of the sub-strategies pursued for another client, and such differing advice may result in execution of different 
transactions for such clients, including with respect to the same financial instrument.

The Adviser, by virtue of the activities of the principals of the Adviser on behalf of the other accounts or otherwise, 
may come into possession of material non-public information with respect to an issuer. Should this occur, the Adviser 
may be restricted from buying or selling securities of the issuer on behalf of the Fund until such time as the information 
becomes public or is no longer deemed material. The inability to transact in any security held by the Fund could result 
in significant losses to the Fund.

The Adviser and its members, officers and employees devote to the Fund as much time as the Adviser deems necessary 
and appropriate to manage the Fund’s business. The Adviser and its affiliates are not restricted from forming additional 
investment funds, entering into other investment advisory relationships or engaging in other business activities, even 
though such activities may be in competition with the Fund and/or may involve substantial time and resources of the 



S-39

Adviser and its affiliates. These activities could be viewed as creating a conflict of interest in that the time and effort of 
the Adviser’s officers and employees will not be devoted exclusively to the business of the Fund, but will be allocated 
between the business of the Fund and other business activities of the Adviser and its affiliates.

The Adviser is authorized to combine purchase or sale orders on behalf of the Fund together with orders for the other 
accounts managed by the Adviser or its affiliates and allocate the securities or other assets so purchased or sold, on an 
average price basis or other fair and consistent basis, among such accounts. Such aggregation of orders may not always 
be to the benefit of the Fund with regard to the price or quantity executed.

Because the Adviser may allocate certain investment opportunities to multiple funds and accounts, conflicts may arise 
when other accounts seek to sell investments when the Fund holds similar or the same investments. For example, other 
accounts in liquidation or wind-down, or with differing liquidity or redemption terms, may seek to sell commonly held 
investments before the Fund sells such investments. Sale by such other accounts of the same or similar investments, 
depending upon the volume of sales and the nature of the market, may affect the market value of investments that 
continue to be held by the Fund. Subject to internal compliance policies and approval procedures and applicable law, 
members or employees of the Adviser engage in personal trading of securities and other instruments.

As a closed-end investment company, the Fund may be limited in its ability to invest in any portfolio company in 
which an affiliates’ other client has an investment. The Fund may also be limited in its ability to co-invest in a portfolio 
company with the Adviser or one or more of its affiliates. Some of these co-investments would only be permitted 
pursuant to an exemptive order from the SEC.
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PORTFOLIO MANAGERS

Gobind Sahney and Jason Sutherland are primarily responsible for the day-to-day management of the Fund. Max 
Holmes is primarily responsible for the day-to-day management of the portion of the Fund managed by the Sub-Adviser.

As of September 30, 2023, the portfolio managers managed the following accounts in addition to the Fund:

Gobind Sahney

Account Type

Other Accounts Managed
Other Accounts Managed Subject to a  

Performance Fee
Number of  
Accounts

Assets Under  
Management

Number of  
Accounts

Assets Under  
Management

Registered Investment Companies� 0 0 0 0
Other Pooled Investment Vehicles� 1 $� 47M 1 $� 47M
Other Accounts� 0 0 0 0

Jason Sutherland

Account Type

Other Accounts Managed
Other Accounts Managed Subject to a  

Performance Fee
Number of  
Accounts

Assets Under  
Management

Number of  
Accounts

Assets Under  
Management

Registered Investment Companies� 0 0 0 0
Other Pooled Investment Vehicles� 0 0 0 0
Other Accounts� 0 0 0 0

Max Holmes

Account Type

Other Accounts Managed
Other Accounts Managed Subject to a  

Performance Fee
Number of  
Accounts

Assets Under  
Management

Number of  
Accounts

Assets Under  
Management

Registered Investment Companies� 0 0 0 0
Other Pooled Investment Vehicles� 0 0 0 0
Other Accounts� 0 0 0 0

Portfolio Manager Compensation

Alpha Growth Management:

The Portfolio Managers are paid on a total compensation basis, which includes: (i)  fixed pay (base salary) and 
(ii) variable compensation. Fixed pay is the key and primary element of compensation for the majority of the Portfolio 
Managers and reflects the value of the individual’s role and function within the organization. It rewards factors that 
the Portfolio Manager brings to the organization such as skills and experience, while reflecting regional and divisional 
specifics. Fixed pay levels play a significant role in ensuring competitiveness of the Adviser in the labor market, thus 
benchmarking provides a valuable input when determining fixed pay levels. Variable compensation is a discretionary 
compensation element that enables the Adviser to provide an additional reward the Portfolio Managers, for their 
performance and behaviors and is designed to reward each individual for their role in producing positive results for the 
Fund. Variable compensation awards reflect each individual’s positive role in affecting the Fund and the Investment 
Adviser’s goals in achieving continuous, above average Fund performance relative to benchmarks and the market. 
Such compensation may be provided in the form of cash, equity awards, or stock options granted by the Investment 
Adviser’s parent company, Alpha Growth PLC.

The proportion of variable compensation delivered via a long-term incentive award, which is subject to performance 
and forfeiture provisions, will increase significantly as the amount of the variable compensation increases. In addition, 
additional forfeiture and claw back provisions, including complete forfeiture and claw back of variable compensation, 
may apply in certain circumstances. For key investment professionals, in particular, a portion of any long-term 
incentives will be in the form of notional investments aligned, where possible, to the funds they manage.
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In general, the Adviser seeks to offer competitive short-term and long-term compensation based on continuous, above 
average, fund performance relative to the market. This includes measurement of short and long-term performance 
against industry and portfolio benchmarks. To evaluate the Fund’s Portfolio Managers, in light of and consistent with 
the compensation principles set forth above, the Adviser reviews investment performance for all accounts managed in 
relation to the appropriate peer group universe with respect to a fund. The ultimate goal of this process is to evaluate the 
degree to which investment professionals deliver investment performance that meets or exceeds their clients’ risk and 
return objectives. When determining total compensation, the Adviser considers a number of quantitative, qualitative 
and other factors: (i) Quantitative measures (e.g. one-, three- and five-year pre-tax returns versus the appropriate peer 
group universe for a fund) are utilized to measure performance; (ii) Qualitative measures (e.g. adherence to, as well as 
contributions to, the enhancement of the investment process) are included in the performance review; and (iii) Other 
factors (e.g. non-investment related performance, teamwork, adherence to compliance rules, risk management and 
“living the values” of the Fund) are included as part of a discretionary component of the review process, giving 
management the ability to consider additional markers of performance on a subjective basis.

Haven Asset (Interval Funds) Management:

The Portfolio Manager of Haven is the owner of the Sub-Adviser, and so the Portfolio Manager will be compensated 
through earnings and profits of the Sub-Adviser.
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QUARTERLY REPURCHASES OF SHARES

Once each quarter, the Fund will offer to repurchase at NAV no less than 5% of the outstanding shares of the Fund, 
unless such offer is suspended or postponed in accordance with regulatory requirements (as discussed below). The 
offer to purchase shares is a fundamental policy that may not be changed without the vote of the holders of a majority 
of the Fund’s outstanding voting securities (as defined in the 1940 Act). Shareholders will be notified in writing of 
each quarterly repurchase offer and the date the repurchase offer ends (the “Repurchase Request Deadline”). Shares 
will be repurchased at the NAV per share determined as of the close of regular trading on the NYSE no later than the 
14th day after the Repurchase Request Deadline, or the next business day if the 14th day is not a business day (each a 
“Repurchase Pricing Date”).

Shareholders will be notified in writing about each quarterly repurchase offer, how they may request that the Fund 
repurchase their shares and the Repurchase Request Deadline. Shares tendered for repurchase by shareholders prior 
to any Repurchase Request Deadline will be repurchased subject to the aggregate repurchase amounts established for 
that Repurchase Request Deadline. The time between the notification to shareholders and the Repurchase Request 
Deadline is generally 30 days, but may vary from no more than 42 days to no less than 21 days. Payment pursuant to 
the repurchase will be made by checks to the shareholder’s address of record, or credited directly to a predetermined 
bank account on the Repurchase Payment Deadline (defined below), which will be no more than seven days after the 
Repurchase Pricing Date. The Board may establish other policies for repurchases of shares that are consistent with the 
1940 Act, regulations thereunder and other pertinent laws.

The Fund’s first Repurchase Request Deadline occurred on March 17, 2020.

Repurchase Offer Policy Summary of Terms

1.	 The Fund will make repurchase offers at periodic intervals pursuant to Rule 23c-3 under the 1940 Act, as 
that rule may be amended from time to time. Rule 23c-3 establishes requirements that closed-end funds 
must follow when making repurchase offers to their shareholders.

2.	 The repurchase offers will be made in March, June, September and December of each year.

3.	 Repurchase requests must be submitted by the deadline included in the Shareholder Notification (defined 
below) (the “Repurchase Request Deadline”).

4.	 The maximum time between the Repurchase Request Deadline and the next date on which the Fund 
determines the NAV applicable to the purchase of shares (the “Repurchase Pricing Date”) is 14 calendar days 
(or the next business day if the fourteenth day is not a business day).

The Fund may not condition a repurchase offer upon the tender of any minimum amount of shares. The Fund may 
deduct from the repurchase proceeds only a repurchase fee that is paid to the Fund and is reasonably intended to 
compensate the Fund for expenses directly related to the repurchase. The repurchase fee may not exceed 2% of the 
proceeds. The Fund does not currently charge a repurchase fee.

The Fund may rely on Rule 23c-3 only so long as the Board of Trustees satisfies the fund governance standards 
defined in Rule 0-1(a)(7) under the 1940 Act.

Determination of Repurchase Offer Amount

The Board of Trustees, or a committee thereof, in its sole discretion, will determine the number of shares that the Fund 
will offer to repurchase (the “Repurchase Offer Amount”) for a given Repurchase Request Deadline. The Repurchase 
Offer Amount will be no less than 5% and no more than 25% of the total number of shares outstanding on the 
Repurchase Request Deadline. However, investors should not rely on repurchase offers being made in amounts in 
excess of 5% of Fund shares.

If shareholders tender for repurchase more than the Repurchase Offer Amount for a given repurchase offer, the Fund 
will repurchase the shares on a pro rata basis. However, the Fund may accept all shares tendered for repurchase by 
shareholders who own less than one hundred shares and who tender all of their shares, before prorating other amounts 
tendered. In addition, the Fund will accept the total number of shares tendered in connection with required minimum 
distributions from an IRA or other qualified retirement plan. It is the shareholder’s obligation to both notify and provide 
the Fund supporting documentation of a required minimum distribution from an IRA or other qualified retirement plan.
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Notice to Shareholders

Approximately 30 days (but no less than 21 days and more than 42 days) before each Repurchase Request Deadline, 
the Fund shall send to each shareholder of record and to each beneficial owner of the shares that are the subject of the 
repurchase offer a notification (“Shareholder Notification”). The Shareholder Notification will contain the following 
information:

1.	 A statement that the Fund is offering to repurchase its shares from shareholders at NAV;

2.	 Any fees applicable to such repurchase, if any;

3.	 The Repurchase Offer Amount;

4.	 The dates of the Repurchase Request Deadline, Repurchase Pricing Date, and the date by which the Fund 
must pay shareholders for any shares repurchased (which shall not be more than seven days after the 
Repurchase Pricing Date) (the “Repurchase Payment Deadline”);

5.	 The risk of fluctuation in NAV between the Repurchase Request Deadline and the Repurchase Pricing 
Date, and the possibility that the Fund may use an earlier Repurchase Pricing Date;

6.	 The procedures for shareholders to request repurchase of their shares and the right of shareholders to 
withdraw or modify their repurchase requests until the Repurchase Request Deadline;

7.	 The procedures under which the Fund may repurchase such shares on a pro rata basis if shareholders 
tender more than the Repurchase Offer Amount;

8.	 The circumstances in which the Fund may suspend or postpone a repurchase offer;

9.	 The NAV of the shares computed no more than seven days before the date of the notification and the 
means by which shareholders may ascertain the NAV thereafter; and

10.	 The market price, if any, of the shares on the date on which such NAV was computed, and the means by 
which shareholders may ascertain the market price thereafter.

The Fund must file Form N-23c-3 (“Notification of Repurchase Offer”) and three copies of the Shareholder Notification 
with the SEC within three business days after sending the notification to shareholders.

Notification of Beneficial Owners: Where the Fund knows that shares subject to a repurchase offer are held of record 
by a broker, dealer, voting trustee, bank, association or other entity that exercises fiduciary powers in nominee name 
or otherwise, the Fund must follow the procedures for transmitting materials to beneficial owners of securities that are 
set forth in Rule 14a-13 under the Securities Exchange Act of 1934.

Repurchase Requests: Repurchase requests must be submitted by shareholders by the Repurchase Request Deadline. 
The Fund shall permit repurchase requests to be withdrawn or modified at any time until the Repurchase Request 
Deadline, but shall not permit repurchase requests to be withdrawn or modified after the Repurchase Request Deadline.

Repurchase Requests in Excess of the Repurchase Offer Amount: If shareholders tender more than the Repurchase 
Offer Amount, the Fund may, but is not required to, repurchase an additional amount of shares not to exceed 2% of the 
outstanding shares of the Fund on the Repurchase Request Deadline. If the Fund determines not to repurchase more 
than the Repurchase Offer Amount, or if shareholders tender shares in an amount exceeding the Repurchase Offer 
Amount plus 2% of the outstanding shares on the Repurchase Request Deadline, the Fund shall repurchase the shares 
tendered on a pro rata basis. This policy, however, does not prohibit the Fund from:

1.	 Accepting all repurchase requests by persons who own, beneficially or of record, an aggregate of not 
more than 100 shares and who tender all of their stock for repurchase, before prorating shares tendered by 
others, or

2.	 Accepting by lot shares tendered by shareholders who request repurchase of all shares held by them and 
who, when tendering their shares, elect to have either (i) all or none or (ii) at least a minimum amount or 
none accepted, if the Fund first accepts all shares tendered by shareholders who do not make this election.
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Suspension or Postponement of Repurchase Offers: The Fund shall not suspend or postpone a repurchase offer except 
pursuant to a vote of a majority of the Board of Trustees, including a majority of the Trustees who are not interested 
persons of the Fund, and only:

1.	 If the repurchase would cause the Fund to lose its status as a RIC under Subchapter M of the Internal 
Revenue Code;

2.	 To the extent the Fund is listed in the future, if the repurchase would cause the shares that are the subject 
of the offer that are either listed on a national securities exchange or quoted in an inter-dealer quotation 
system of a national securities association to be neither listed on any national securities exchange nor 
quoted on any inter-dealer quotation system of a national securities association;

3.	 For any period during which the New York Stock Exchange or any other market in which the securities 
owned by the Fund are principally traded is closed, other than customary week-end and holiday closings, 
or during which trading in such market is restricted;

4.	 For any period during which an emergency exists as a result of which disposal by the Fund of securities 
owned by it is not reasonably practicable, or during which it is not reasonably practicable for the Fund 
fairly to determine the value of its net assets; or

5.	 For such other periods as the SEC may by order permit for the protection of shareholders of the Fund.

If a repurchase offer is suspended or postponed, the Fund shall provide notice to shareholders of such suspension 
or postponement. If the Fund renews the repurchase offer, the Fund shall send a new Shareholder Notification to 
shareholders.

Computing Net Asset Value: The Fund’s current NAV shall be computed no less frequently than weekly, and daily 
on the five business days preceding a Repurchase Request Deadline, on such days and at such specific time or times 
during the day as set by the Board of Trustees. Currently, the Board has determined that the Fund’s NAV shall be 
determined daily following the close of the New York Stock Exchange. The Fund’s NAV need not be calculated on:

1.	 Days on which changes in the value of the Fund’s portfolio securities will not materially affect the current 
NAV of the shares;

2.	 Days during which no order to purchase shares is received, other than days when the NAV would otherwise 
be computed; or

3.	 Customary national, local, and regional business holidays described or listed in the Prospectus.

Liquidity Requirements: From the time the Fund sends a Shareholder Notification to shareholders until the Repurchase 
Pricing Date, a percentage of the Fund’s assets equal to at least 100% of the Repurchase Offer Amount (the “Liquidity 
Amount”) shall consist of assets that individually can be sold or disposed of in the ordinary course of business, at 
approximately the price at which the Fund has valued the investment, within a period equal to the period between a 
Repurchase Request Deadline and the Repurchase Payment Deadline, or of assets that mature by the next Repurchase 
Payment Deadline. This requirement means that individual assets must be salable under these circumstances. It does 
not require that the entire Liquidity Amount must be salable. In the event that the Fund’s assets fail to comply with 
this requirement, the Board of Trustees shall cause the Fund to take such action as it deems appropriate to ensure 
compliance.

Liquidity Policy: The Board of Trustees may delegate day-to-day responsibility for evaluating liquidity of specific 
assets to the Adviser, but shall continue to be responsible for monitoring the Adviser’s performance of its duties and the 
composition of the portfolio. Accordingly, the Board of Trustees has approved this policy that is reasonably designed 
to ensure that the Fund’s portfolio assets are sufficiently liquid so that the Fund can comply with its fundamental policy 
on repurchases and comply with the liquidity requirements in the preceding paragraph.

1.	 In evaluating liquidity, the following factors are relevant, but not necessarily determinative:

(a)	 The frequency of trades and quotes for the security.

(b)	 The number of dealers willing to purchase or sell the security and the number of potential purchasers.
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(c)	 Dealer undertakings to make a market in the security.

(d)	 The nature of the marketplace trades (e.g., the time needed to dispose of the security, the method of 
soliciting offer and the mechanics of transfer).

(e)	 The size of the fund’s holdings of a given security in relation to the total amount of outstanding of 
such security or to the average trading volume for the security.

2.	 If market developments impair the liquidity of a security, the Adviser should review the advisability of 
retaining the security in the portfolio. The Adviser should report the basis for its determination to retain a 
security at the next Board of Trustees meeting.

3.	 The Board of Trustees shall review the overall composition and liquidity of the Fund’s portfolio on a 
quarterly basis.

4.	 These procedures may be modified as the Board deems necessary.

Registration Statement Disclosure:  The Fund’s registration statement must disclose its intention to make or consider 
making such repurchase offers.

Annual Report Disclosure:  The Fund shall include in its annual report to shareholders the following:

1.	 Disclosure of its fundamental policy regarding periodic repurchase offers.

2.	 Disclosure regarding repurchase offers by the Fund during the period covered by the annual report, which 
disclosure shall include:

a.	 the number of repurchase offers,

b.	 the repurchase offer amount and the amount tendered in each repurchase offer,

c.	 and the extent to which in any repurchase offer the Fund repurchased stock pursuant to the procedures 
in paragraph (b)(5) of this section.

Involuntary Repurchases.  The Fund may, at any time, repurchase at NAV shares of a shareholder, or any person 
acquiring shares from or through a shareholder, if: the shares have been transferred or have vested in any person other 
than by operation of law as the result of the death, dissolution, bankruptcy or incompetency of a shareholder; ownership 
of the shares by the shareholder or other person will cause the Fund to be in violation of, or require registration of the 
shares, or subject the Fund to additional registration or regulation under, the securities, commodities or other laws of 
the United States or any other relevant jurisdiction; continued ownership of the shares may be harmful or injurious 
to the business or reputation of the Fund or may subject the Fund or any shareholders to an undue risk of adverse tax 
or other fiscal consequences; the shareholder owns shares having an aggregate NAV less than an amount determined 
from time to time by the Trustees; or it would be in the interests of the Fund, as determined by the Board, for the Fund 
to repurchase the Shares. The Adviser may tender for repurchase in connection with any repurchase offer made by the 
Fund shares that it holds in its capacity as a shareholder.

Transfers of Shares.  No person may become a substituted shareholder without the written consent of the Board, 
which consent may be withheld for any reason in the Board’s sole and absolute discretion. Shares may be transferred 
only (i) by operation of law pursuant to the death, bankruptcy, insolvency or dissolution of a shareholder or (ii) with 
the written consent of the Board, which may be withheld in its sole and absolute discretion. The Board may, in its 
discretion, delegate to the Adviser its authority to consent to transfers of shares. Each shareholder and transferee is 
required to pay all expenses, including attorneys and accountants fees, incurred by the Fund in connection with such 
transfer.
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DISTRIBUTOR

ALPS Distributors, Inc. (the “Distributor”) (an affiliate of ALPS), located at 1290 Broadway, Suite 1000, Denver, 
Colorado 80203, serves as the principal underwriter and distributor for the shares of the Trust pursuant to a distribution 
agreement with the Trust (the “Distribution Agreement”). The Distributor is registered as a broker-dealer under the 
Securities Exchange Act of 1934 and each U.S. state’s securities laws and is a member of FINRA. The Distributor is 
not required to sell any specific number or dollar amount of the Fund’s shares however, the Distribution Agreement 
provides that the Distributor, as agent in connection with the distribution of Fund shares, will use best efforts to 
facilitate the sale of the Fund’s shares. Also, pursuant to the Distribution Agreement, the Distributor is not entitled to 
any compensation for its services as the Fund’s principal underwriter.

ALLOCATION OF BROKERAGE

Specific decisions to purchase or sell securities for the Fund are made by the Adviser’s portfolio managers who are 
employees of the Adviser. Generally, the Adviser is authorized by the Trustees to allocate the orders placed by them 
on behalf of the Fund to brokers or dealers who may, but need not, provide research or statistical material or other 
services to the Fund or the Adviser for the Fund’s use. Such allocation is to be in such amounts and proportions as the 
Adviser may determine.

In selecting a broker or dealer to execute each particular transaction, the Adviser will take the following into 
consideration:

•	 the best net price available;

•	 the reliability, integrity and financial condition of the broker or dealer;

•	 the size of and difficulty in executing the order; and

•	 the value of the expected contribution of the broker or dealer to the investment performance of the Fund 
on a continuing basis.

Brokers or dealers executing a portfolio transaction on behalf of the Fund may receive a commission in excess of 
the amount of commission another broker or dealer would have charged for executing the transaction if the Adviser 
determines in good faith that such commission is reasonable in relation to the value of brokerage and research services 
provided to the Fund. In allocating portfolio brokerage, the Adviser may select brokers or dealers who also provide 
brokerage, research and other services to other accounts over which the Adviser exercises investment discretion. 
Eligible research or brokerage services through which portfolio transaction are executed may include research 
reports on particular industries and companies, economic surveys and analyses, recommendations as to specific 
securities, online quotations, news services, financial publications and other products and services (e.g., software 
based applications for market quotes and news, database programs providing investment and industry data) providing 
lawful and appropriate assistance to the portfolio manager and its designees in the performance of their investment 
decision-making responsibilities on behalf of the Fund. Some of the services received as the result of Fund transactions 
may primarily benefit accounts other than the Fund, while services received as the result of portfolio transactions 
effected on behalf of those other accounts may primarily benefit the Fund.
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U.S. FEDERAL INCOME TAX MATTERS

The following is a summary discussion of certain U.S. federal income tax consequences that may be relevant to a 
shareholder of the Fund that acquires, holds and/or disposes of shares of the Fund, and reflects provisions of the 
Code, existing Treasury regulations, rulings published by the IRS, and other applicable authority, as of the date of 
this SAI. These authorities are subject to change by legislative or administrative action, possibly with retroactive 
effect. The following discussion is only a summary of some of the important tax considerations generally applicable 
to investments in the Fund and the discussion set forth herein does not constitute tax advice. There may be other 
tax considerations applicable to particular investors such as those holding shares in a tax deferred account such as 
an IRA or 401(k) plan. In addition, income earned through an investment in the Fund may be subject to state, local 
and foreign taxes. The following does not address special tax rules applicable to certain types of investors, such 
as financial institutions, broker-dealers, insurance companies, partnerships or other pass-through entities (including 
S corporations), persons holding shares of the Fund’s common stock in connection with a hedging, straddle, conversion 
or other integrated transactions, persons engaged in a trade or business in the United States or persons who have ceased 
to be U.S. citizens or to be taxed as resident aliens, corporate, tax-exempt and foreign investors. Investors should 
consult their tax advisers regarding other federal, state or local tax considerations that may be applicable in their 
particular circumstances, as well as any proposed tax law changes.

The Fund intends to elect to be treated and to qualify each year for taxation as a RIC under Subchapter M of the 
Code. In order for the Fund to qualify as a RIC, it must meet an income and asset diversification test each year. If 
the Fund so qualifies and satisfies certain distribution requirements, the Fund (but not its shareholders) will not be 
subject to federal income tax to the extent it distributes its investment company taxable income and net capital gains 
(the excess of net long-term capital gains over net short-term capital loss) in a timely manner to its shareholders in the 
form of dividends or capital gain distributions. Net capital gain for a fiscal year is computed by taking into account 
any capital loss carryforward of the Fund. The Code imposes a 4% nondeductible excise tax on RICs, such as the 
Fund, to the extent they do not meet certain distribution requirements by the end of each calendar year. The Fund 
generally anticipates meeting these distribution requirements. As of September 30, 2022, the Fund had no capital loss 
carryforwards available.

The Fund intends to distribute all of its net investment income, any excess of net short-term capital gains over net 
long-term capital losses, and any excess of net long-term capital gains over net short-term capital losses in accordance 
with the timing requirements imposed by the Code and therefore should generally not be required to pay any federal 
income or excise taxes. Distributions of net investment income will be made quarterly and net capital gain will be 
made after the end of each fiscal year, and no later than December 31 of each year. Both types of distributions will be 
in shares of the Fund unless a shareholder elects to receive cash.

To be treated as a RIC under Subchapter M of the Code, the Fund must also (a) derive at least 90% of its gross 
income (the “Income Test”) from dividends, interest, payments with respect to securities loans, net income from 
certain publicly traded partnerships and gains from the sale or other disposition of securities or foreign currencies, or 
other income (including, but not limited to, gains from options, futures or forward contracts) derived with respect to 
the business of investing in such securities or currencies, and (b) diversify its holdings so that, at the end of each fiscal 
quarter, (i) at least 50% of the market value of the Fund’s assets is represented by cash, U.S. government securities and 
securities of other RICs, and other securities (for purposes of this calculation, generally limited in respect of any one 
issuer, to an amount not greater than 5% of the market value of the Fund’s assets and 10% of the outstanding voting 
securities of such issuer) and (ii) not more than 25% of the value of its assets is invested in the securities of (other than 
U.S. government securities or the securities of other RICs) any one issuer, two or more issuers which the Fund controls 
and which are determined to be engaged in the same or similar trades or businesses, or the securities of certain publicly 
traded partnerships.

Some of the income and fees that the Fund will recognize may not satisfy the Income Test. In order to ensure that such 
income and fees do not disqualify the Fund as a RIC for a failure to satisfy such test, the Fund may be required to 
recognize such income and fees indirectly through one or more entities treated as corporations for U.S. federal income 
tax purposes. Such corporations will be required to pay U.S. corporate income tax on their earnings, which ultimately 
will reduce the Fund’s return on such income and fees.

The Fund intends to make distributions of investment company taxable income after payment of the Fund’s 
operating expenses no less frequently than annually. Unless a shareholder is ineligible to participate or elects 
otherwise, all distributions will be automatically reinvested in additional shares of the Fund pursuant to the dividend 
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reinvestment policy. For U.S. federal income tax purposes, all dividends are generally taxable. Distributions of the 
Fund’s investment company taxable income (including short-term capital gains) will generally be treated as ordinary 
income. Distributions of the Fund’s net capital gains (“capital gain dividends”), if any, are taxable to shareholders 
as capital gains, regardless of the length of time shares have been held by shareholders. Distributions, if any, in 
excess of the Fund’s earnings and profits will first reduce the adjusted tax basis of a holder’s shares and, after that 
basis has been reduced to zero, will constitute capital gains to the shareholder of the Fund (assuming the shares are 
held as a capital asset). A corporation that owns Fund shares generally will not be entitled to the dividends received 
deduction with respect to all of the dividends it receives from the Fund. Fund dividend payments that are attributable 
to qualifying dividends received by the Fund from certain domestic corporations may be designated by the Fund as 
being eligible for the dividends received deduction. Given the Fund’s investment strategies, it is not anticipated that 
a significant portion, if any, of the Fund’s income will be eligible to be designated as qualified dividend income. The 
determination of the character for U.S. federal income tax purposes of any distribution from the Fund (i.e. ordinary 
income dividends, capital gains dividends, qualified dividends or return of capital distributions) will be made as of 
the end of the Fund’s taxable year. The Fund will provide shareholders with a written notice reporting the amount 
of any capital gain distributions and any other distributions.

If the Fund fails to qualify as a RIC under Subchapter M in any fiscal year, it will be treated as a corporation for federal 
income tax purposes. As such, the Fund would be required to pay income taxes on its net investment income and net 
realized capital gains, if any, at the rates generally applicable to corporations. Shareholders of the Fund generally 
would not be liable for income tax on the Fund’s net investment income or net realized capital gains in their individual 
capacities. Distributions to shareholders, whether from the Fund’s net investment income or net realized capital gains, 
would be treated as taxable dividends to the extent of current or accumulated earnings and profits of the Fund.

The Fund is subject to a 4% nondeductible excise tax on certain undistributed amounts of ordinary income and capital 
gain under a prescribed formula contained in Section 4982 of the Code. The formula generally requires payment to 
shareholders during a calendar year of distributions representing an amount at least equal to the sum of (i) 98% of the 
Fund’s ordinary income for the calendar year (taking into account certain deferrals and elections) (ii) at least 98.2% 
of its capital gain net income (i.e., the excess of its capital gains over capital losses, adjusted for certain ordinary 
losses) realized during the one-year period ending October 31 during such year and (iii) 100% of any income that was 
neither distributed nor taxed to the Fund during the preceding calendar year. Under ordinary circumstances, the Fund 
generally expects to time its distributions so as to avoid liability for this tax.

The Fund will inform its shareholders that are subject to IRS reporting of the source and tax status of all distributions 
promptly after the close of each calendar year.

Distributions of taxable net investment income and the excess of net short-term capital gain over net long-term capital 
loss are taxable to shareholders as ordinary income.

Distributions of net capital gain (“capital gain dividends”) generally are taxable to shareholders as long-term capital 
gain, regardless of the length of time the shares of the Fund have been held by such shareholders.

The Fund’s use of cash to repurchase shares could adversely affect its ability to satisfy the distribution requirements 
for treatment as a RIC. The Fund could also recognize income in connection with its liquidation of portfolio securities 
to fund share repurchases. Any such income would be taken into account in determining whether the distribution 
requirements are satisfied, and to the extent that additional distributions are required, could generate additional taxable 
income for those shareholders receiving such additional distributions, either as ordinary income or long-term capital 
gain, as described above. Furthermore, if the Fund is unable to liquidate portfolio securities in a manner that would 
enable the Fund to meet the income and asset diversification tests, the Fund could fail to qualify as a RIC, with the 
adverse consequences as set forth above.

The repurchase of the Fund’s shares may result in a taxable gain or loss to a tendering shareholder. Different tax 
consequences may apply to tendering and non-tendering shareholders in connection with a repurchase offer. For 
example, if a shareholder does not tender all of his or her shares, such repurchase may not be treated as an exchange for 
U.S. federal income tax purposes, and may instead constitute a distribution subject to evaluation as a deemed dividend. 
Alternatively, shareholders who tender all of their shares (including shares deemed owned by such shareholders through 
application of the constructive ownership rules) will be treated as having sold their shares and generally will realize 
a capital gain or loss. A sale of Fund shares by a shareholder will generally result in the recognition of taxable gain 
or loss in an amount equal to the difference between the amount realized and the shareholder’s tax basis in his or her 
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Fund shares. Such gain or loss is treated as a capital gain or loss if the shares are held as capital assets. However, any 
loss realized upon the same 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 capital gain dividends during such six-month period.

An additional 3.8% Medicare tax is imposed on certain net investment income (including ordinary dividends and 
capital gain distributions received from the Fund and net gains from redemptions or other taxable dispositions of Fund 
shares) of U.S. individuals, estates and trusts to the extent that such person’s “modified adjusted gross income” (in the 
case of an individual) or “adjusted gross income” (in the case of an estate or trust) exceeds certain threshold amounts.

Adjusted cost basis information is required for covered securities, which generally include shares of a RIC, to the IRS 
and to taxpayers. Shareholders should contact their financial intermediaries with respect to reporting of cost basis and 
available elections for their accounts.

All distributions of taxable net investment income and net capital gain, whether received in shares or in cash, must 
be reported by each taxable shareholder on his or her federal income tax return. Dividends or distributions declared 
in October, November or December as of a record date in such a month, if any, will be deemed to have been received 
by shareholders on December 31, if paid during January of the following year. Redemptions of shares may result in 
tax consequences (gain or loss) to the shareholder and are also subject to these reporting requirements. Investing in 
municipal bonds and other tax-exempt securities is not a principal investment strategy of the Fund. Nonetheless, to the 
extent the Fund invests in municipal bonds that are not exempt from the alternative minimum tax, some shareholders 
may be subject to the alternative minimum tax. Investors should consult their tax advisers for more information.

If Fund shares are repurchased by the Fund, the shareholder generally will recognize taxable gain or loss in an amount 
equal to the difference between the amount realized and the shareholder’s tax basis in the shares. Such gain or loss is 
treated as capital gain or loss if the shares were held as capital assets. Such gain or loss will generally be long-term 
capital gain or loss if the shareholder held the shares for more than one year, and would be short-term capital gain or 
loss if the shareholder did not hold the shares for more than one year. However, any loss realized upon the repurchase 
of shares within six months from the date of their purchase will be treated as a long-term capital loss to the extent 
of amounts treated as capital gain dividends during such six-month period. All or part of any loss realized upon a 
repurchase of shares may be disallowed to the extent such shareholder purchases shares within 30 days before or 
after such repurchase. Under certain circumstances, if fewer than all of a shareholder’s shares are repurchased, or a 
shareholder does not tender shares in a repurchase offer, the repurchase may be treated for U.S. federal income tax 
purposes as a dividend, rather than a sale of the repurchased shares. Prospective shareholders should consult with their 
own tax advisors regarding the taxation of share repurchases.

Under the Code, the Fund will be required to report to the Internal Revenue Service all distributions of taxable income 
and capital gains as well as gross proceeds from the redemption or exchange of Fund shares, except in the case of 
certain exempt shareholders. Under the backup withholding provisions of Section 3406 of the Code, distributions of 
taxable net investment income and net capital gain and proceeds from the redemption or exchange of the shares of a 
RIC may be subject to withholding of federal income tax in the case of non-exempt shareholders who fail to furnish the 
investment company with their taxpayer identification numbers and with required certifications regarding their status 
under the federal income tax law, or if the Fund is notified by the IRS or a broker that withholding is required due to an 
incorrect TIN or a previous failure to report taxable interest or dividends. If the withholding provisions are applicable, 
any such distributions and proceeds, whether taken in cash or reinvested in additional shares, will be reduced by the 
amounts required to be withheld.

Options, Futures, Forward Contracts and Swap Agreements

To the extent such investments are permissible for the Fund, the Fund’s transactions in options, futures contracts, 
hedging transactions, forward contracts, straddles and foreign currencies will be subject to special tax rules (including 
mark-to-market, constructive sale, straddle, wash sale and short sale rules), the effect of which may be to accelerate 
income to the Fund, defer losses to the Fund, cause adjustments in the holding periods of the Fund’s securities, convert 
long-term capital gains into short-term capital gains and convert short-term capital losses into long-term capital losses. 
These rules could therefore affect the amount, timing and character of distributions to shareholders.

To the extent such investments are permissible, certain of the Fund’s hedging activities (including its transactions, if 
any, in foreign currencies or foreign currency-denominated instruments) are likely to produce a difference between its 
book income and its taxable income. If the Fund’s book income exceeds its taxable income, the distribution (if any) 
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of such excess book income will be treated as (i) a dividend to the extent of the Fund’s remaining earnings and profits 
(including earnings and profits arising from tax-exempt income), (ii) thereafter, as a return of capital to the extent of 
the recipient’s basis in the shares, and (iii) thereafter, as gain from the sale or exchange of a capital asset. If the Fund’s 
book income is less than taxable income, the Fund could be required to make distributions exceeding book income to 
qualify as a RIC that is accorded special tax treatment.

Passive Foreign Investment Companies

Investment by the Fund in certain “passive foreign investment companies” (“PFICs”) could subject the Fund to a 
U.S.  federal income tax (including interest charges) on distributions received from the company or on proceeds 
received from the disposition of shares in the company, which tax cannot be eliminated by making distributions to 
Fund shareholders. However, the Fund may elect to treat a PFIC as a “qualified electing fund” (“QEF election”), in 
which case the Fund will be required to include its share of the company’s income and net capital gains annually, 
regardless of whether it receives any distribution from the company.

The Fund also may make an election to mark the gains (and to a limited extent losses) in such holdings “to the market” 
as though it had sold and repurchased its holdings in those PFICs on the last day of the Fund’s taxable year. Such 
gains and losses are treated as ordinary income and loss. The QEF and mark-to-market elections may accelerate the 
recognition of income (without the receipt of cash) and increase the amount required to be distributed for the Fund 
to avoid taxation. Making either of these elections therefore may require the Fund to liquidate other investments 
(including when it is not advantageous to do so) to meet its distribution requirement, which also may accelerate the 
recognition of gain and affect the Fund’s total return.

Foreign Currency Transactions

Under Section 988 of the Code, gains or losses attributable to fluctuations in exchange rates between the time the 
Fund accrues income, expenses or other liabilities denominated in a foreign currency and the time the Fund actually 
collects such income or pays such expenses or liabilities are generally treated as ordinary income or loss. Similarly, 
gains or losses on foreign currency forward contracts and the disposition of debt obligations denominated in a foreign 
currency, to the extent attributable to fluctuations in exchange rates between the acquisition and disposition dates, are 
also treated as ordinary income or loss.

Investment in CLOs

Some of the CLOs in which the Fund invests may be PFICs, which are generally subject to the tax consequences 
described above. Investment in CLOs that are PFICs may cause the Fund to be required to recognize in a year income 
in excess of the Fund’s distributions from PFICs and the Fund’s proceeds from dispositions of PFIC stock during 
that year (i.e., phantom interest), and the Fund must distribute such income to satisfy the distribution requirements 
applicable to RICs.

If the Fund holds more than 10% of the interests treated as equity for U.S. federal income tax purposes in a foreign 
corporation that is treated as a controlled foreign corporation (“CFC”) (including equity tranche investments and 
certain debt tranche investments in a CLO treated as a CFC), the Fund may be treated as receiving a deemed distribution 
(taxable as ordinary income) each year from such foreign corporation in an amount equal to the Fund’s pro rata share 
of the corporation’s income for the tax year (including both ordinary earnings and capital gains), whether or not the 
corporation makes an actual distribution during such year. This deemed distribution is required to be included in the 
income of certain U.S. shareholders of a CFC regardless of whether the shareholder has made a QEF election with 
respect to such CFC. In general, a foreign corporation will be classified as a CFC if more than 50% of the shares 
of the corporation, measured by reference to combined voting power or value, is owned (directly, indirectly or by 
attribution) by U.S. Shareholders. A “U.S. Shareholder,” for this purpose, is any U.S. person that possesses (actually 
or constructively) 10% or more of the combined voting power of all classes of shares of a corporation. If the Fund 
is treated as receiving a deemed distribution from a CFC, the Fund will be required to include such distribution in 
its investment company taxable income regardless of whether the Fund receives any actual distributions from such 
CFC. The Fund must distribute such income to satisfy the distribution requirements applicable to RICs, even to the 
extent the Fund’s income from a CFC exceeds the distributions from the CFC and the Fund’s proceeds from the 
dispositions of CFC stock during that year (i.e., phantom income).
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Investments in other RICs

The Fund may invest in BDCs, ETFs mutual funds and other entities that seek to qualify as RICs under Subchapter M 
of the Code. To qualify and remain eligible for the special tax treatment accorded to RICs and their shareholders under 
the Code, each of such entities must meet certain source-of-income, asset diversification and annual distribution 
requirements. If such an entity fails to qualify as a RIC, such entity would generally be liable for federal, and possibly 
state, corporate taxes on its taxable income and gains. Such failure could substantially reduce the entity’s net assets 
and the amount of income available for distribution to the Fund, which would in turn decrease the total return of the 
Fund in respect of such investment.

Phantom Income

Certain of the Fund’s investments will require the Fund to recognize taxable income in a taxable year in excess of the 
cash generated on those investments during that year. In particular, the Fund expects to invest in loans and other debt 
obligations that will be treated as having “market discount” and/or OID for U.S. federal income tax purposes and, as 
described above, the Fund may invest in CLOs that are treated as PFICs or CFCs. Because the Fund may be required 
to recognize income in respect of these investments before, or without receiving, cash representing such income, the 
Fund may have difficulty satisfying the annual distribution requirements applicable to RICs and avoiding Fund-level 
U.S. federal income and/or excise taxes. Accordingly, the Fund may be required to sell assets, including at potentially 
disadvantageous times or prices, borrow, raise additional equity capital, make taxable distributions of its shares or 
debt securities, or reduce new investments, to obtain the cash needed to make these income distributions. If the Fund 
liquidates assets to raise cash, the Fund may realize gain or loss on such liquidations; in the event the Fund realizes net 
capital gains from such liquidation transactions, its shareholders may receive larger capital gain distributions than they 
would in the absence of such transactions.

Uncertain Tax Treatment

The Fund may invest a portion of its net assets in below investment grade instruments. Investments in these types of 
instruments may present special tax issues for the Fund. U.S. federal income tax rules are not entirely clear about issues 
such as when the Fund may cease to accrue interest, original issue discount or market discount, when and to what extent 
deductions may be taken for bad debts or worthless instruments, how payments received on obligations in default should 
be allocated between principal and income and whether exchanges of debt obligations in a bankruptcy or workout 
context are taxable. These and other issues will be addressed by the Fund, to the extent necessary, in order to seek to 
ensure that it distributes sufficient income to ensure that it does not become subject to U.S. federal income or excise tax.

Foreign Taxation

Income received by the Fund from sources within foreign countries may be subject to withholding and other taxes 
imposed by such countries. Tax treaties and conventions between certain countries and the U.S. may reduce or eliminate 
such taxes. If more than 50% of the value of the Fund’s total assets at the close of its taxable year consists of securities of 
foreign corporations, the Fund may be able to elect to “pass through” to the Fund’s shareholders the amount of eligible 
foreign income and similar taxes paid by the Fund. It is not generally expected that the Fund will be eligible to make 
this election. If this election is made, a shareholder generally subject to tax will be required to include in gross income 
(in addition to taxable dividends actually received) his or her pro rata share of the foreign taxes paid by the Fund, and 
may be entitled either to deduct (as an itemized deduction) his or her pro rata share of foreign taxes in computing his 
or her taxable income or to use it as a foreign tax credit against his or her U.S. federal income tax liability, subject to 
certain limitations. In particular, a shareholder must hold his or her shares (without protection from risk of loss) on 
the ex-dividend date and for at least 15 more days during the 30-day period surrounding the ex-dividend date to be 
eligible to claim a foreign tax credit with respect to a gain dividend. No deduction for foreign taxes may be claimed by 
a shareholder who does not itemize deductions. Each shareholder will be notified within 60 days after the close of the 
Fund’s taxable year whether the foreign taxes paid by the Fund will “pass through” for that year.

Absent a specific statutory exemption, dividends other than capital gain dividends paid (or deemed paid) by the 
Fund to an Investor that is not a “U.S. person” within the meaning of the Code (a “foreign Investor”) are subject to 
withholding of U.S. federal income tax at a rate of 30% (or lower applicable treaty rate) even if they are funded by 
income or gains (such as portfolio interest, short-term capital gains, or foreign-source dividend and interest income) 
that, if paid to a foreign Investor directly, would not be subject to withholding. Distributions properly reported as 
capital gain dividends generally are not subject to withholding of U.S. federal income tax.
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In the case of shares held through an intermediary, the intermediary may have taxes withheld even if a RIC reported 
all or a portion of a payment as an interest-related or short-term capital gain dividend to investors. Foreign Investors 
should contact their intermediaries regarding the application of these rules to their accounts.

A foreign Investor is not, in general, subject to U.S. federal income tax on gains (and is not allowed a deduction for 
losses) realized on the sale of Shares of the Fund or on capital gain dividends unless (i)  such gain or dividend is 
effectively connected with the conduct by the foreign Investor of a trade or business within the United States, (ii) in 
the case of a foreign Investor that is an individual, the Investor is present in the United States for a period or periods 
aggregating 183 days or more during the year of the sale or the receipt of the capital gain dividend and certain other 
conditions are met, or (iii) the special rules relating to gain attributable to the sale or exchange of “U.S. real property 
interests” (“USRPIs”) if such rules were applicable to the foreign Investor’s sale of Shares of the Fund or to the capital 
gain dividend the foreign Investor received.

The Foreign Investment in Real Property Tax Act of 1980 (“FIRPTA”) makes non-U.S. persons subject to U.S. tax on 
a disposition of a U.S. real property interest (“USRPI”) as if he or she were a U.S. person. Such gain is sometimes 
referred to as FIRPTA gain. The Fund may invest in equity securities of corporations that invest in USRPI, including 
U.S. REITs, which may trigger FIRPTA gain to the Fund’s foreign Investors.

The Code provides a look-through rule for distributions of FIRPTA gain when a RIC is classified as a qualified 
investment entity. A RIC will be classified as a qualified investment entity if, in general, 50% or more of the RIC’s 
assets consist of interests in U.S. REITs, USRPIs and other U.S. real property holding corporations (“USRPHC”). If 
a RIC (i) is a qualified investment entity and (ii) foreign Investors own 50% or more (directly or indirectly) of the 
RIC stock during the applicable testing period under the Code, then the FIRPTA distribution to the foreign Investor 
is treated as gain from the disposition of a USRPI, causing the distribution to be subject to U.S. withholding tax at a 
rate of 35% (unless reduced by future regulations), and requiring the foreign Investor to file a nonresident U.S. income 
tax return. Also, such gain may be subject to a 30% branch profits tax in the hands of a foreign Investor that is a 
corporation.

Investors that are U.S. persons and own, directly or indirectly, more than 50% of the Fund could be required to report 
annually their “financial interest” in the Fund’s “foreign financial accounts,” if any, on FinCEN Form 114, Report of 
Foreign Bank and Financial Accounts (“FBAR”). Investors should consult a tax advisor, and persons investing in the 
Fund through an intermediary should consult their intermediary, regarding the applicability to them of this reporting 
requirement.

Generally, a credit for foreign taxes is subject to the limitation that it may not exceed the shareholder’s U.S.  tax 
attributable to his or her total foreign source taxable income. For this purpose, if the pass-through election is made, the 
source of the Fund’s income will flow through to shareholders of the Fund. With respect to the Fund, gains from the sale 
of securities will be treated as derived from U.S. sources and certain currency fluctuation gains, including fluctuation 
gains from foreign currency-denominated debt securities, receivables and payables will be treated as ordinary income 
derived from U.S.  sources. The limitation on the foreign tax credit is applied separately to foreign source passive 
income, and to certain other types of income. A shareholder may be unable to claim a credit for the full amount of his 
or her proportionate share of the foreign taxes paid by the Fund. The foreign tax credit can be used to offset only 90% 
of the revised alternative minimum tax imposed on corporations and individuals and foreign taxes generally are not 
deductible in computing alternative minimum taxable income.

In general, dividends (other than capital gains dividends) to a non-U.S. shareholder (an investor that, for U.S. federal 
income tax purposes, is a nonresident alien individual, a foreign corporation, or a foreign estate or trust) will be 
subject to withholding tax at a 30% rate or such lower rate as may be specified by an applicable income tax treaty. In 
order to obtain a reduced rate of withholding, a non-U.S. shareholder will be required to provide an applicable Internal 
Revenue Service Form W-8 (or substitute form) certifying its entitlement to benefits under a treaty.

The Fund is required to withhold U.S. tax (at a 30% rate) on payments of dividends and redemption proceeds and 
certain capital gain dividends made to certain non-U.S. entities that fail to comply (or be deemed compliant) with 
extensive new reporting and withholding requirements designed to inform the U.S. Department of the Treasury of 
U.S.-owned foreign investment accounts. Shareholders may be requested to provide additional information to enable 
the Fund to determine whether withholding is required.
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CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES

A principal shareholder is any person who owns (either of record or beneficially) 5% or more of the outstanding 
shares of the Fund. A control person is one who owns, either directly or indirectly more than 25% of the voting 
securities of the Fund or acknowledges the existence of control. A control person may be able to determine the 
outcome of a matter put to a shareholder vote. The name, address, and percentage ownership of each principal 
shareholder as of January 3, 2024:

Name and Address
Percentage 
Ownership 

Brown Brothers Harriman & Co. *������������������������������������������������������������������������������������������������������ 83.84%﻿
Charles Schwab & Co. Inc.**﻿�������������������������������������������������������������������������������������������������������������� 9.43%﻿

*	 Address is c/o Brown Brothers Harriman & Co., 140 Broadway, New York, NY 1005-1108.
**	 Address is c/o Charles Schwab & Co. Inc., ATTN Mutual Funds, 211 Main. St., San Fransisco, CA 94105-1901.

OTHER INFORMATION

Each share represents a proportional interest in the assets of the Fund. Each share has one vote at shareholder 
meetings, with fractional shares voting proportionally, on matters submitted to the vote of shareholders. There are 
no cumulative voting rights. Shares do not have pre-emptive or conversion or redemption provisions. In the event 
of a liquidation of the Fund, shareholders are entitled to share pro rata in the net assets of the Fund available for 
distribution to shareholders after all expenses and debts have been paid.

FINANCIAL STATEMENTS

The Financial Statements and independent registered public accounting firm’s report thereon contained in the Fund’s 
annual report dated September 30, 2023 are incorporated by reference in this Statement of Additional Information. 
The Fund’s annual report and semi-annual report are available upon request, without charge, by calling the Fund 
toll-free at (877) 774-7724.
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APPENDIX A

Alpha Growth Management, LLC Proxy Voting Policy and Procedures

SS&C ALPS Closed-End Interval Platform (the “Fund”)

Proxy Voting Policy and Procedures

The Fund has adopted a Proxy Voting Policy (the “Proxy Voting Policy”) used to determine how the Fund votes 
proxies relating to its portfolio securities. Under the Fund’s Proxy Voting Policy, the Fund has, subject to the oversight 
of the Fund’s Board, delegated to the Investment Adviser the following duties: (1) to make the proxy voting decisions 
for the Fund, subject to the exceptions described below; and (2) to assist the Fund in disclosing their respective 
proxy voting record as required by Rule 30b1-4 under the 1940 Act (the “Proxy Duties”).

The Fund’s CCO shall ensure that the Investment Adviser has adopted a Proxy Voting Policy, which it uses to vote 
proxies for its clients, including the Fund.

A. General

The Fund believes that the voting of proxies is an important part of portfolio management as it represents an opportunity 
for shareholders to make their voices heard and to influence the direction of a company. The Fund is committed to 
voting corporate proxies in the manner that best serves the interests of the Fund’s shareholders.

B. Delegation to the Investment Advisers

The Fund believes that the Investment Adviser is in the best position to make individual voting decisions for the Fund 
consistent with this Policy Voting Policy. Therefore, subject to the oversight of the Board, the Investment Adviser is 
hereby delegated the following duties:

(1)	 to make the proxy voting decisions for the Fund, in accordance with the Proxy Voting Policy of the 
Investment Adviser except as provided herein; and

(2)	 to assist the Fund in disclosing their respective proxy voting record as required by Rule 30b1-4 under the 1940 
Act, including providing the following information for each matter with respect to which the Fund is entitled 
to vote: (a) information identifying the matter voted on; (b) whether the matter was proposed by the issuer or 
by a security holder; (c) whether and how the Fund cast its vote; and (d) whether the Fund cast its vote for or 
against management.

(3)	 Annually the Investment Adviser will provide to the Board a proxy voting report showing all proxies for 
the year.

The Board, including a majority of the Independent Trustees of the Board, must approve each Proxy Voting and 
Disclosure Policy of the Investment Adviser, (the “Investment Adviser Voting Policy”) as it relates to the Fund. The 
Board must also approve any material changes to the Investment Adviser Voting Policy no later than six (6) months 
after adoption by the Investment Adviser and Investment.

C. Conflicts

In cases where a matter with respect to which the Fund was entitled to vote presents a conflict between the interest of 
the Fund’s shareholders, on the one hand, and those of the Investment Adviser or an affiliated person of the Fund, or 
its Investment Adviser, on the other hand, the Fund shall always vote in the best interest of the Fund’s shareholders. 
For purposes of this Proxy Voting Policy a vote shall be considered in the best interest of the Fund’s shareholders when 
a vote is cast consistent with the specific voting policy as set forth in the Investment Adviser Voting Policy, provided 
such specific voting policy was approved by the Board.

D. Preparation and Filing of Proxy Voting Record on Form N-PX

The Fund will annually file its complete proxy voting record with the SEC on Form N-PX.

The Fund’s Administrator will be responsible for oversight and completion of the filing of the Fund’s reports on 
Form  N-PX with the SEC.  Each Fund’s Administrator will file Form  N-PX for each twelve-month period ended 
June 30 and the filing for each year will be made with the SEC on or before August 31 of that year.

Adopted: November 21, 2023
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APPENDIX B

HAVEN ASSET MANAGEMENT (INTERVAL FUNDS) LLC 
PROXY VOTING POLICY AND PROCEDURES
Adopted September 14, 2021

I.	 STATEMENT OF POLICY

Proxy voting is an important right of shareholders and reasonable care and diligence must be undertaken to 
ensure that such rights are properly and timely exercised. When Haven Asset Management (Interval Funds) LLC 
(the “Adviser”) has discretion to vote the proxies of its clients, it will vote those proxies in the best interest of its 
clients and in accordance with these policies and procedures.

II.	 PROXY VOTING PROCEDURES

Voting Procedures

All proxies received by the Adviser will be sent to the Compliance Officer. The Compliance Officer will:

•	 Keep a record of each proxy received;

•	 Forward the proxy to the Portfolio Manager or Head Trader responsible for voting the proxy on behalf of 
the Adviser;

•	 Determine which accounts managed by the Adviser hold the security to which the proxy relates; and

•	 Provide the Portfolio Manager or Head Trader with a list of accounts that hold the security, together with 
the number of votes each account controls (reconciling any duplications), and the date by which the 
Adviser must vote the proxy in order to allow enough time for the completed proxy to be returned to the 
issuer prior to the vote taking place.

•	 Absent material conflicts (see Section IV below), the Portfolio Manager or Head Trader will determine 
how the Adviser should vote the proxy. The Portfolio Manager or Head Trader will send its decision on 
how the Adviser will vote a proxy to the Compliance Officer. The Compliance Officer is responsible for 
completing the proxy and mailing the proxy in a timely and appropriate manner.

•	 The Adviser may retain a third party to assist it in coordinating and voting proxies with respect to client 
securities. If so, the Compliance Officer will monitor the third party to assure that all proxies are being 
properly voted and appropriate records are being retained.

•	 Perform reconciliations to ensure that all proxies are voted (e.g., reconcile the list of clients for which 
the Adviser has proxy voting obligations against a list of votes cast by the Adviser or by the Proxy 
Voting Service for clients) or that the Adviser has determined that not voting for a particular client is 
appropriate.

Abstentions; Determination Not to Vote; Closed Positions

The Adviser will abstain from voting or affirmatively decide not to vote if the Adviser determines that abstention 
or not voting is in the best interests of the client. In making this determination, the Adviser will consider various 
factors, including, but not limited to, (i) the costs associated with exercising the proxy (e.g., translation or travel 
costs); and (ii) any legal restrictions on trading resulting from the exercise of a proxy. The Adviser may determine 
not to vote proxies relating to securities in which clients have no position as of the receipt of the proxy (for example, 
when the Adviser has sold, or has otherwise closed, a client position after the proxy record date but before the proxy 
receipt date).

III.	 VOTING GUIDELINES

In the absence of specific voting guidelines from the client, the Adviser will vote proxies in the best interests of each 
particular client, which may result in different voting results for proxies for the same issuer. The Adviser believes that 
voting proxies in accordance with the following guidelines is in the best interests of its clients.
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•	 Generally, the Adviser will vote in favor of routine corporate housekeeping proposals, including election 
of directors (where no corporate governance issues are implicated), selection of auditors, and increases in 
or reclassification of common stock.

•	 For other proposals, the Adviser shall determine whether a proposal is in the best interests of its clients and 
may take into account the following factors, among others:

•	 whether the proposal was recommended by management and the Adviser’s opinion of management;

•	 whether the proposal acts to entrench existing management; and

•	 whether the proposal fairly compensates management for past and future performance.

IV.	 CONFLICTS OF INTEREST

1.	 The Compliance Officer will identify any conflicts that exist between the interests of the Adviser and its 
clients. This examination will seek to include a review of the relationship of the Adviser and its affiliates 
with the issuer of each security and any of the issuer’s affiliates to determine if the issuer is a client of the 
Adviser or an affiliate of the Adviser or has some other relationship with the Adviser or a client of the 
Adviser.

2.	 If a material conflict exists, the Adviser will determine whether voting in accordance with the voting 
guidelines and factors described above is in the best interests of the client. The Adviser will also determine 
whether it is appropriate to disclose the conflict to the affected clients and, except in the case of clients that 
are subject to the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), give the 
clients the opportunity to vote their proxies themselves. In the case of an ERISA client, if the Investment 
Management Agreement reserves to the ERISA client the authority to vote proxies when the Adviser 
determines it has a material conflict that affects its best judgment as an ERISA fiduciary, the Adviser will 
give the ERISA client the opportunity to vote the proxies itself. Absent the client reserving voting rights, 
the Adviser will vote the proxies solely in accordance with the policies outlined in Section III, “Voting 
Guidelines” above.

V.	 DISCLOSURE

1.	 The Adviser will disclose in its Form ADV Part 2 that clients may contact the Compliance Officer, via 
e-mail or telephone, in order to obtain information on how the Adviser voted such client’s proxies, and 
to request a copy of these policies and procedures. If a client requests this information, the Compliance 
Officer will prepare a written response to the client that lists, with respect to each voted proxy about which 
the client has inquired, (a) the name of the issuer; (b) the proposal voted upon; and (c) how the Adviser 
voted the client’s proxy.

2.	 A concise summary of this Proxy Voting Policy and Procedures will be included in the Adviser’s Form ADV 
Part 2, and will be updated whenever these policies and procedures are updated. The Compliance Officer 
will arrange for a copy of this summary to be sent to all existing clients either as a separate mailing or 
along with a periodic account statement or other correspondence sent to clients.

VI.	 RECORDKEEPING

The Compliance Officer will maintain files relating to the Adviser’s proxy voting procedures in an easily accessible 
place. Records will be maintained and preserved for five years from the end of the fiscal year during which the last 
entry was made on a record, with records for the first two years kept in the offices of the Adviser. Records of the 
following will be included in the files:

•	 Copies of this proxy voting policy and procedures, and any amendments thereto.

•	 A copy of each proxy statement that the Adviser receives, provided however that the Adviser may rely on 
obtaining a copy of proxy statements from the SEC’s EDGAR system for those proxy statements that are 
so available.
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•	 A record of each vote that the Adviser casts.

•	 A copy of any document the Adviser created that was material to making a decision how to vote proxies, 
or that memorializes that decision.

•	 A copy of each written client request for information on how the Adviser voted such client’s proxies, and 
a copy of any written response to any (written or oral) client request for information on how the Adviser 
voted its proxies.

VII.	 ANNUAL REVIEW

Due Diligence.  The Compliance Officer will annually review a sample of proxy votes to determine whether those 
votes complied with these policies and procedures.

Annual Review.  The Compliance Officer will annually review the adequacy of these policies and procedures to make 
sure they have been implemented effectively, including whether the policies and procedures continue to be reasonably 
designed to ensure that proxies are voted in the best interests of its clients.
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