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Glossary

As used in this SA, the following terms have the meanings listed.

“Accountant” means U.S. Bancorp Fund Services, LLC.
“Administrator” means U.S. Bancorp Fund Services, LLC.
“Adviser” means Windowpane Advisors, L.L.C.

“Board” means the Board of Trustees of the Trust.

“CFTC” means Commodities Future Trading Commission.
“Code” means the Internal Revenue Code of 1986, as amended.
“Custodian” means U.S. Bank, National Association.
“Distributor” means Quasar Distributors, LLC.

“Fitch” means Fitch Ratings.

“Fund” means Jordan Opportunity Fund.

“Independent Trustee” means a Trustee that is not an “interested person” of the Trust as that term is defined
in Section 2(a)(19) of the 1940 Act.

“IRS” means Internal Revenue Service.

“Moody’s” means Moody’s Investors Service.

“NAV” means net asset value per share.

“NRSRO” means a nationally recognized statistical rating organization.
“SAI” means Statement of Additional Information.

“SEC” means the U.S. Securities and Exchange Commission.

“S&P” means Standard & Poor’s Corporation, a division of the McGraw Hill Companies.
“Sub-adviser” means Hellman, Jordan Management Co., Inc.

“Transfer Agent” means U.S. Bancorp Fund Services, LLC.

“Trust” means Professionally Managed Portfolios.

“U.S.” means United States.

“USBFS” means U.S. Bancorp Fund Services, LLC

“U.S. Government Securities” means obligations issued or guaranteed by the U.S. Government, its agencies
or instrumentalities.

#1933 Act” means the Securities Act of 1933, as amended, and including rules and resolutions as
promulgated thereunder.

#1934 Act” means the Securities Exchange Act of 1934, as amended, and including rules and resolutions
as promulgated thereunder.

“1940 Act” means the Investment Company Act of 1940, as amended, and including rules and resolutions as
promulgated thereunder.



The Trust

The Trust is a Massachusetts business trust organized on February 24, 1987 and is registered with the SEC as an
open-end management investment company. Prior to May of 1991, the Trust was known as the Avondale
Investment Trust. The Trust’s Agreement and Declaration of Trust (the “Declaration of Trust”) permits the Trust’s
Board of Trustees (the “Board”) to issue an unlimited number of full and fractional shares of beneficial interest,
without par value, which may be issued in any number of series. The Trust consists of various series that represent
separate investment portfolios. The Board may from time to time issue other series, the assets and liabilities of
which will be separate and distinct from any other series. This SAI relates only to the Fund.

The shareholders of a Massachusetts business trust could, under certain circumstances, be held personally liable as
partners for its obligations. However, the Declaration of Trust contains an express disclaimer of shareholder
liability for acts or obligations of the Trust.

The Declaration of Trust also provides for indemnification and reimbursement of expenses out of the Fund’s assets
for any shareholder held personally liable for obligations of the Fund or the Trust. The Declaration of Trust
provides that the Trust shall, upon request, assume the defense of any claim made against any shareholder for any
act or obligation of the Fund or the Trust and satisfy any judgment thereon. All such rights are limited to the assets
of the Fund. The Declaration of Trust further provides that the Trust may maintain appropriate insurance (for
example, fidelity bonding and errors and omissions insurance) for the protection of the Trust, its shareholders,
trustees, officers, employees and agents to cover possible tort and other liabilities. However, the activities of the
Trust as an investment company would not likely give rise to liabilities in excess of the Trust’s total assets. Thus,
the risk of a shareholder incurring financial loss on account of shareholder liability is limited to circumstances in
which both inadequate insurance exists and a Fund itself is unable to meet its obligations.

On September 22, 2008, the Board of Trustees of Forum Funds (“Forum Funds Trust”) approved an Agreement and
Plan of Reorganization providing for, among other things, the transfer of the assets and stated liabilities of the
Jordan Opportunity Fund, the predecessor fund within the Forum Funds Trust (“Predecessor Fund”) into the Fund of
the Trust described in this SAI. The effective date of the reorganization was the close of business on April 30, 2009.

The Fund, a series of the Trust, commenced operations on May 1, 2009 as a successor to the Jordan Opportunity
Fund, a series of Forum Funds Trust. The predecessor Jordan Opportunity Fund commenced operations on
January 21, 2005. Prior to January 21, 2005, the predecessor Jordan Opportunity Fund was a limited partnership
managed by the Sub-Adviser.

The Fund does not hold itself out as related to any other series within the Trust for purposes of investment and
investor services, nor does it share the same investment advisor with any other series of the Trust. The Fund’s
Prospectus and this SAI is a part of the Trust’s Registration Statement filed with the SEC. Copies of the Trust’s
complete Registration Statement may be obtained from the SEC upon payment of the prescribed fee or may be
accessed free of charge at the SEC’s website at www.sec.gov.



Investment Policies and Risks

The Fund is a non-diversified series of the Trust. This section discusses in greater detail than the Fund’s Prospectus
certain investments that the Fund can make, each of which is subject to certain risks.

Security Ratings Information

The Fund’s investments in convertible and other debt securities are subject to the credit risk relating to the financial
condition of the issuers of the securities that the Fund holds. There is no minimum rating requirement applicable to
the Fund’s investments in debt securities. Debt securities are considered investment grade or higher if they are rated
at least Baa by Moody’s or BBB by S&P. Securities rated Ba or below by Moody’s or BB or below by S&P are
often referred to as “junk bonds.” The Fund may invest up to 25% of the Fund’s total assets in junk bonds.

The Fund may purchase unrated debt securities if, at the time of purchase, the Adviser believes that they are of
comparable quality to rated securities that the Fund may purchase. Unrated securities may not be as actively traded
as rated securities.

Moody’s, S&P and other NRSROs are private services that provide ratings of the credit quality of debt obligations,
including convertible securities. A description of the range of ratings assigned to various types of bonds and other
securities by several NRSROs is included in Appendix A to this SAl. The Fund may use these ratings to determine
whether to purchase, sell or hold a security. Ratings are general and are not absolute standards of quality. Securities
with the same maturity, interest rate and rating may have different market prices. To the extent that the ratings given
by an NRSRO may change as a result of changes in such organizations or their rating systems, the Adviser will
attempt to substitute comparable ratings. Credit ratings attempt to evaluate the safety of principal and interest
payments and do not evaluate the risks of fluctuations in market value. Also, rating agencies may fail to make
timely changes in credit ratings. An issuer’s current financial condition may be better or worse than a rating
indicates.

Recent Regulatory Events

The U.S. Government, the Federal Reserve, the Treasury, the SEC, the Federal Deposit Insurance Corporation and
other governmental and regulatory bodies have recently taken or are considering taking actions to address the
financial crisis. These actions include, but are not limited to, the enactment by the United States Congress of the
“Dodd-Frank Wall Street Reform and Consumer Protection Act”, which was signed into law on July 21, 2010 and
imposes a new regulatory framework over the U.S. financial services industry and the consumer credit markets in
general, and proposed regulations by the SEC. Given the broad scope, sweeping nature, and relatively recent
enactment of some of these regulatory measures, the potential impact they could have on securities held by the Fund
is unknown. There can be no assurance that these measures will not have an adverse effect on the value or
marketability of securities held by the Fund. Furthermore, no assurance can be made that the U.S. Government or
any U.S. regulatory body (or other authority or regulatory body) will not continue to take further legislative or
regulatory action in response to the economic crisis or otherwise, and the effect of such actions, if taken, cannot be
known.

Common and Preferred Stock

General. The Fund may invest in common and preferred stock. Common stock represents an equity (ownership)
interest in a company, usually possesses voting rights and earns dividends. Dividends on common stock are not
fixed but are declared at the discretion of the issuer. Common stock generally represents the riskiest investment in a
company. In addition, common stock generally has the greatest appreciation and depreciation potential because
increases and decreases in earnings are usually reflected in a company’s stock price.

Preferred stock is a class of stock having a preference over common stock as to the payment of dividends and the
recovery of investment should a company be liquidated, although preferred stock is usually junior to the debt



securities of the issuer. Preferred stock typically does not possess voting rights and its market value may change
based on changes in interest rates.

Risks. The fundamental risk of investing in common and preferred stock is the risk that the value of the stock might
decrease. Stock values fluctuate in response to the activities of an individual company or in response to general
market and/or economic conditions. Historically, common stocks have provided greater long-term returns and have
entailed greater short-term risks than preferred stocks, fixed-income and money market investments. The market
value of all securities, including common and preferred stocks, is based upon the market’s perception of value and
not necessarily the book value of an issuer or other objective measures of a company’s worth. The Fund may invest
in companies without regard to market capitalization, including small- and medium-sized companies. Because
investing in small and medium companies may have more risk than investing in larger, more established companies,
an investment in the Fund may have the following additional risks:

e The earnings and prospects of smaller companies are more volatile than those of larger companies;

o Smaller companies may experience higher failure rates than larger companies;

e Analysts and other investors typically follow these companies less actively and information about these
companies is not always readily available;

e The trading volume of securities of smaller companies is normally lower and such securities may be less liquid
than those of larger companies, which may disproportionately affect their stock prices, and may cause their
stock prices to fall more in response to selling pressure than is the case with larger companies; and

e Smaller companies may have limited markets, product lines, or financial resources and may lack management
experience, making these companies more susceptible to economic and market setbacks.

For these and other reasons, the security prices of smaller capitalization companies may fluctuate more significantly
than the security prices of large capitalization companies. The smaller the company, the greater effect these risks
may have on that company’s operations and performance. As a result, an investment in the Fund may exhibit a
higher degree of volatility than the general domestic securities market. If you invest in the Fund, you should be
willing to accept the risks of the stock market and should consider an investment in the Fund only as a part of your
overall investment portfolio.

Fixed Income Securities

General. U.S. Government Securities. The Fund may invest in U.S. Government Securities. U.S. Government
Securities include securities issued by the U.S. Treasury and by U.S. Government agencies and instrumentalities.
U.S. Government Securities may be supported by the full faith and credit of the U.S. (such as the mortgage-related
securities and certificates of the Government National Mortgage Association and securities of the Small Business
Administration); by the right of the issuer to borrow from the U.S. Treasury (for example, Federal Home Loan Bank
securities); by the discretionary authority of the U.S. Treasury to lend to the issuer (for example, Fannie Mae
(formerly the Federal National Mortgage Association) securities); or solely by the creditworthiness of the issuer (for
example, Federal Home Loan Mortgage Corporation securities).

Securities Issued by U.S. Government Agencies. Holders of U.S. Government Securities not backed by the full faith
and credit of the United States must look principally to the agency or instrumentality issuing the obligation for
repayment and may not be able to assert a claim against the United States in the event that the agency or
instrumentality does not meet its commitment. No assurance can be given that the U.S. Government would provide
support if it were not obligated to do so by law. Neither the U.S. Government nor any of its agencies or
instrumentalities guarantees the market value of the securities they issue.

Corporate Debt Obligations. The Fund may invest in corporate debt obligations. Corporate debt obligations include
corporate bonds, debentures, notes, commercial paper and other similar corporate debt instruments. These
instruments are used by companies to borrow money from investors. The issuer pays the investor a fixed or variable
rate of interest and must repay the amount borrowed at maturity. Commercial paper (short-term unsecured
promissory notes) is issued by companies to finance their current obligations and normally has a maturity of less
than 9 months. The Fund may also invest in corporate debt securities registered and sold in the U.S. by foreign
issuers (Yankee bonds) and those sold outside the U.S. by foreign or U.S. issuers (Eurobonds).




Mortgage-Backed Securities. The Fund may invest in mortgage-backed securities. Mortgage-backed securities
represent interests in a pool of mortgage loans originated by lenders such as commercial banks, savings associations
and mortgage bankers and brokers. Mortgage-backed securities may be issued by governmental or government-
related entities or by non-governmental entities such as special purpose trusts created by commercial lenders. Pools
of mortgages consist of whole mortgage loans or participations in mortgage loans. The majority of these loans are
made to purchasers of 1-4 family homes. The terms and characteristics of the mortgage instruments are generally
uniform within a pool but may vary among pools. For example, in addition to fixed-rate, fixed-term mortgages, the
Fund may purchase pools of adjustable-rate mortgages, growing equity mortgages, graduated payment mortgages
and other types. Mortgage pools apply qualification standards to lending institutions, which originate mortgages for
the pools as well as credit standards and underwriting criteria for individual mortgages included in the pools. In
addition, many mortgages included in pools are insured through private mortgage insurance companies. Mortgage-
backed 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 on specified call dates. Most mortgage-backed securities,
however, are pass-through securities, which means that investors receive payments consisting of a pro-rata share of
both principal and interest (less servicing and other fees), as well as unscheduled prepayments, as loans in the
underlying mortgage pool are paid off by the borrowers. Additional prepayments to holders of these securities are
caused by prepayments resulting from the sale or foreclosure of the underlying property or refinancing of the
underlying loans. As prepayment rates of individual pools of mortgage loans vary widely, it is not possible to
predict accurately the average life of a particular mortgage-backed security. Although mortgage-backed securities
are issued with stated maturities of up to forty years, unscheduled or early payments of principal and interest on the
mortgages may shorten considerably the securities’ effective maturities.

Government and Agency Mortgage-Backed Securities. The principal issuers or guarantors of mortgage-backed
securities are the Government National Mortgage Association (“GNMA”), Fannie Mae (“FNMA”) and the Federal
Home Loan Mortgage Corporation (“FHLMC”). GNMA, a wholly-owned U.S. Government corporation within the
Department of Housing and Urban Development (“HUD”), creates pass-through securities from pools of
government guaranteed (Farmers’ Home Administration, Federal Housing Authority or Veterans Administration)
mortgages. The principal and interest on GNMA pass-through securities are backed by the full faith and credit of
the U.S. Government. Holders of U.S. Government Securities not backed by the full faith and credit of the United
States must look principally to the agency or instrumentality issuing the obligation for repayment and may not be
able to assert a claim against the United States in the event that the agency or instrumentality does not meet its
commitment. No assurance can be given that the U.S. Government would provide support if it were not obligated to
do so by law. Neither the U.S. Government nor any of its agencies or instrumentalities guarantees the market value
of the securities they issue.

FNMA, which is a U.S. Government-sponsored corporation owned entirely by private stockholders that is subject to
regulation by the Secretary of HUD, and FHLMC, a corporate instrumentality of the U.S. Government, issue pass-
through securities from pools of conventional and federally insured and/or guaranteed residential mortgages.
FNMA guarantees full and timely payment of all interest and principal, and FHMLC guarantees timely payment of
interest and ultimate collection of principal of its pass-through securities. Mortgage-backed securities from FNMA
and FHLMC are not backed by the full faith and credit of the U.S. Government.

As of September 7, 2008, the Federal Housing Finance Agency (“FHFA™) has been appointed to be the Conservator
of the Federal Home Loan Mortgage Corporation and the FNMA for an indefinite period. In accordance with the
Federal Housing Finance Regulatory Reform Act of 2008 and the Federal Housing Enterprises Financial Safety and
Soundness Act of 1992, as Conservator, the FHFA will control and oversee the entities until the FHFA deems them
financially sound and solvent. During the Conservatorship, each entity’s obligations are expected to be paid in the
normal course of business. Although no express guarantee exists for the debt or mortgage-backed securities issued
by the entities, the U.S. Department of Treasury, through a secured lending credit facility and a Senior Preferred
Stock Purchase Agreement, has attempted to enhance the ability of the entities to meet their obligations.

Privately Issued Mortgage-Backed Securities. The Fund may invest in privately issued mortgage-backed securities.
Mortgage-backed securities offered by private issuers include pass-through securities consisting of pools of
conventional residential mortgage loans; mortgage-backed bonds, which are considered to be debt obligations of the
institution issuing the bonds and are collateralized by mortgage loans; and bonds and collateralized mortgage




obligations that are collateralized by mortgage-backed securities issued by GNMA, FNMA or FHLMC or by pools
of conventional mortgages of multi-family or of commercial mortgage loans.

Privately-issued mortgage-backed securities generally offer a higher rate of interest (but greater credit and interest
rate risk) than securities issued by U.S. Government issuers because there are no direct or indirect governmental
guarantees of payment. Many non-governmental issuers or servicers of mortgage-backed securities guarantee or
provide insurance for timely payment of interest and principal on the securities. The market for privately-issued
mortgage-backed securities is smaller and less liquid than the market for mortgage-backed securities issued by U.S.
government issuers.

Stripped Mortgage-Backed Securities. The Fund may invest in stripped mortgage-backed securities. Stripped
mortgage-backed securities are multi-class mortgage-backed securities that are created by separating the securities
into their principal and interest components and selling each piece separately. Stripped mortgage-backed securities
are usually structured with two classes that receive different proportions of the interest and principal distributions in
a pool of mortgage assets.

Collateralized Mortgage Obligations. The Fund may invest in collateralized mortgage obligations (“CMOs”) that
are collateralized by mortgage-backed securities issued by GNMA, FHLMC or FNMA (“Mortgage Assets”). CMOs
are multiple-class debt obligations. Payments of principal and interest on the Mortgage Assets are passed through to
the holders of the CMOs as they are received, although certain classes (often referred to as “tranches™) of CMOs
have priority over other classes with respect to the receipt of mortgage prepayments. Each tranche is issued at a
specific or floating coupon rate and has a stated maturity or final distribution date. Interest is paid or accrues in all
tranches on a monthly, quarterly or semi-annual basis. Payments of principal and interest on Mortgage Assets are
commonly applied to the tranches in the order of their respective maturities or final distribution dates, so that
generally, no payment of principal will be made on any tranche until all other tranches with earlier stated maturity or
distribution dates have been paid in full.

Asset-backed Securities. The Fund may invest in asset-backed securities. Asset-backed securities have structural
characteristics similar to mortgage-backed securities but have underlying assets that are not mortgage loans or
interests in mortgage loans. Asset-backed securities represent fractional interests in, or are secured by and payable
from, pools of assets such as motor vehicle installment sales contracts, installment loan contracts, leases of various
types of real and personal property and receivables from revolving credit (for example, credit card) agreements.
Assets are securitized through the use of trusts and special purpose corporations that issue securities that are often
backed by a pool of assets representing the obligations of a number of different parties. Repayments relating to the
assets underlying the asset-backed securities depend largely on the cash flows generated by such assets. The credit
quality of most asset-backed securities depends primarily on the credit quality of the assets underlying such
securities, how well the entity issuing the security is insulated from the credit risk of the originator or any other
affiliated entities, and the amount and quality of any credit enhancements associated with the securities. Payments
or distributions of principal and interest on asset-backed securities may be supported by credit enhancements
including letters of credit, an insurance guarantee, reserve funds and over collateralization. Asset-backed securities
have structures and characteristics similar to those of mortgage-backed securities and, accordingly, are subject to
many of the same risks, although often, to a greater extent.

Variable Amount Master Demand Notes. Variable amount master demand notes are unsecured demand notes that
permit investment of fluctuating amounts of money at variable rates of interest pursuant to arrangements with
issuers who meet certain quality criteria. All variable amount master demand notes acquired by the Fund will be
payable within a prescribed notice period not to exceed seven days.

Non-US Dollar Denominated Securities. The Fund may invest in non-US dollar denominated securities including
debt obligations denominated in foreign or composite currencies (such as the European Currency Unit) issued by (1)
foreign national, provincial, state or municipal governments or their political subdivisions; (2) international
organizations designated or supported by governmental entities (e.g., the World Bank and the European
Community); (3) non-dollar securities issued by the U.S. Government; and (4) foreign corporations.

Junk Bonds. Junk bonds (i.e., high yield bonds) are debt securities that are not rated by a nationally recognized
statistical rating organization or are rated below investment grade or have an equivalent rating by a nationally



recognized statistical rating organization. The Fund defines high yield bonds to include: bank loans; fixed, variable,
floating rate and deferred interest debt obligations; mortgage-backed and asset-backed debt obligations provided
they are unrated or rated below investment grade.

Risks. General Risks. The market value of the interest-bearing debt securities held by the Fund will be affected by
changes in interest rates. There is normally an inverse relationship between the market value of securities sensitive
to prevailing interest rates and actual changes in interest rates. The longer the remaining maturity (and duration) of
a security, the more sensitive the security is to changes in interest rates. All debt securities, including U.S.
Government Securities, can change in value when there is a change in interest rates. Changes in the ability of an
issuer to make payments of interest and principal and in the markets’ perception of an issuer’s creditworthiness will
also affect the market value of that issuer’s debt securities. As a result, an investment in the Fund is subject to risk
even if all debt securities in the Fund’s investment portfolio are paid in full at maturity. In addition, certain debt
securities may be subject to extension risk, which refers to the change in total return on a security resulting from an
extension or abbreviation of the security’s maturity.

Yields on debt securities are dependent on a variety of factors, including the general conditions of the debt securities
markets, the size of a particular offering, the maturity of the obligation and the rating of the issue. Under normal
conditions, debt securities with longer maturities tend to offer higher yields and are generally subject to greater price
movements than obligations with shorter maturities.

The issuers of debt securities are subject to the provisions of bankruptcy, insolvency and other laws affecting the
rights and remedies of creditors that may restrict the ability of the issuer to pay, when due, the principal of and
interest on its debt securities. Bankruptcy, litigation or other conditions may impair an issuers’ ability to pay, when
due, the principal of and interest on its debt securities.

Credit Risk. The Fund’s investment in debt securities is subject to the credit risk relating to the financial condition
of the issuers of the securities that the Fund holds.

Mortgage-Backed Securities. The value of mortgage-backed securities may be significantly affected by changes in
interest rates, the markets’ perception of issuers, the structure of the securities and the creditworthiness of the parties
involved. The ability of the Fund to successfully utilize mortgage-backed securities depends in part upon the ability
of the Adviser to forecast interest rates and other economic factors correctly. Some mortgage-backed securities have
structures that make their reaction to interest rate changes and other factors difficult to predict.

Prepayments of principal of mortgage-backed securities by mortgagors or mortgage foreclosures affect the average
life of the mortgage-backed securities. The occurrence of mortgage prepayments is affected by various factors,
including the level of interest rates, general economic conditions, the location and age of the mortgages and other
social and demographic conditions. In periods of rising interest rates, the prepayment rate tends to decrease,
lengthening the average life of a pool of mortgage-backed securities. In periods of falling interest rates, the
prepayment rate tends to increase, shortening the average life of a pool. The volume of prepayments of principal on
the mortgages underlying a particular mortgage-backed security will influence the yield of that security, affecting
the Fund’s yield. Because prepayments of principal generally occur when interest rates are declining, it is likely that
the Fund, to the extent it retains the same percentage of debt securities, may have to reinvest the proceeds of
prepayments at lower interest rates than those of their previous investments. If this occurs, the Fund’s yield will
correspondingly decline.

Thus, mortgage-backed securities may have less potential for capital appreciation in periods of falling interest rates
(when prepayment of principal is more likely) than other debt securities of comparable duration, although they may
have a comparable risk of decline in market value in periods of rising interest rates. A decrease in the rate of
prepayments may extend the effective maturities of mortgage-backed securities, reducing their sensitivity to changes
in market interest rates. To the extent that the Fund purchases mortgage-backed securities at a premium,
unscheduled prepayments, which are made at par, result in a loss equal to an unamortized premium.

To lessen the effect of the failures by obligors on Mortgage Assets to make payments, CMOs and other mortgage-
backed securities may contain elements of credit enhancement, consisting of either (1) liquidity protection or (2)
protection against losses resulting after default by an obligor on the underlying assets and allocation of all amounts



recoverable directly from the obligor and through liquidation of the collateral. This protection may be provided
through guarantees, insurance policies or letters of credit obtained by the issuer or sponsor from third parties,
through various means of structuring the transaction or through a combination of these. The Fund will not pay any
additional fees for credit enhancements for mortgage-backed securities, although the credit enhancement may
increase the costs of the mortgage-backed securities.

Asset-Backed Securities. Like mortgages-backed securities, the collateral underlying asset-backed securities are
subject to prepayment, which may reduce the overall return to holders of asset-backed securities. Asset-backed
securities present certain additional and unique risks. Primarily, these securities do not always have the benefit of a
security interest in collateral comparable to the security interests associated with mortgage-backed securities. Credit
card receivables are generally unsecured and the debtors 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 by automobiles. 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 the 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. As a result, the risk
that recovery on repossessed collateral might be unavailable or inadequate to support payments on asset-backed
securities is greater for asset-backed securities than for mortgage-backed securities. In addition, because asset-
backed securities are relatively new, the market experience in these securities is limited and the market’s ability to
sustain liquidity through all phases of an interest rate or economic cycle has not been tested.

Junk Bonds. Securities rated below investment grade, i.e., Ba or BB and lower, are subject to greater risk of loss of
principal and interest than higher-rated securities and are considered to be predominantly speculative with respect to
the issuer’s capacity to pay interest and repay principal, which may in any case decline during sustained periods of
deteriorating economic conditions or rising interest rates. They are also generally considered to be subject to greater
market risk than higher-rated securities in times of deteriorating economic conditions. In addition, lower-rated
securities may be more susceptible to real or perceived adverse economic and competitive industry conditions than
investment grade securities, although the market values of securities rated below investment grade and comparable
unrated securities tend to react less to fluctuations in interest rate levels than do those of higher-rated securities.

The market for lower-rated securities may be thinner and less active than that for higher-quality securities, which
can adversely affect the prices at which these securities can be sold. To the extent that there is no established
secondary market for lower-rated securities, the Portfolio may experience difficulty in valuing such securities and, in
turn, the Portfolio’s assets. In addition, adverse publicity and investor perceptions about lower-rated securities,
whether or not based on fundamental analysis, may tend to decrease the market value and liquidity of such lower-
rated securities.

Convertible Securities

General. The Fund may invest in convertible securities. Convertible securities include debt securities, preferred
stock or other securities that may be converted into or exchanged for a given amount of common stock of the same
or a different issuer during a specified period and at a specified price in the future. A convertible security entitles the
holder to receive interest on debt or the dividend on preferred stock until the convertible security matures or is
redeemed, converted or exchanged.

Convertible securities rank senior to common stock in a company’s capital structure but are usually subordinated to
comparable nonconvertible securities. Convertible securities have unique investment characteristics in that they
generally: (1) have higher yields than common stocks, but lower yields than comparable non-convertible securities;
(2) are less subject to fluctuation in value than the underlying stocks since they have fixed income characteristics;
and (3) provide the potential for capital appreciation if the market price of the underlying common stock increases.

A convertible security may be subject to redemption at the option of the issuer at a price established in the
convertible security’s governing instrument. If a convertible security is called for redemption, the Fund will be



required to permit the issuer to redeem the security, convert it into the underlying common stock or sell it to a third
party.

Risks. Investments in convertible securities generally entail less risk than an investment in the issuer’s common
stock. Convertible securities are typically issued by smaller capitalized companies whose stock price may be
volatile. Therefore, the price of a convertible security may reflect variations in the price of the underlying common
stock in a way that nonconvertible debt does not. The extent to which such risk is reduced, however, depends in
large measure upon the degree to which the convertible security sells above its value as a fixed income security.

Warrants

General. The Fund may invest in warrants. Warrants are securities, typically issued with preferred stock or bonds
that give the holder the right to purchase a given number of shares of common stock at a specified price and time.
The price of the warrant usually represents a premium over the applicable market value of the common stock at the
time of the warrant’s issuance. Warrants have no voting rights with respect to the common stock, receive no
dividends and have no rights with respect to the assets of the issuer.

Risks. Investments in warrants involve certain risks, including the possible lack of a liquid market for the resale of
the warrants, potential price fluctuations due to adverse market conditions or other factors and failure of the price of
the common stock to rise. If the warrant is not exercised within the specified time period, it becomes worthless.

Foreign Securities

The Fund may invest up to 50% of its total assets in the securities of foreign issuers, including American Depositary
Receipts (“ADRs”). Investments in the securities of foreign issuers may involve risks in addition to those normally
associated with investments in the securities of U.S. issuers. All foreign investments are subject to risks of: (1)
foreign political and economic instability; (2) adverse movements in foreign exchange rates; (3) the imposition or
tightening of exchange controls or other limitations on repatriation of foreign capital; and (4) changes in foreign
governmental attitudes towards private investment, including potential nationalization, increased taxation or
confiscation of the Fund’s assets.

In addition, dividends payable on foreign securities may be subject to foreign taxes and withholding, thereby
reducing the income available for distribution to you. The Fund does not expect to be eligible to pass through to
shareholders any federal income tax credits or deductions with respect to any foreign taxes and withholding incurred
directly by the Fund. Some foreign brokerage commissions and custody fees are higher than those in the United
States. Foreign accounting, auditing and financial reporting standards differ from those in the United States and
therefore, less information may be available about foreign companies than is available about issuers of comparable
U.S. companies. Foreign securities also may trade less frequently and with lower volume and may exhibit greater
price volatility than U.S. securities.

Changes in foreign exchange rates will affect the U.S. dollar value of all foreign currency-denominated securities
held by the Fund. Exchange rates are influenced generally by the forces of supply and demand in the foreign
currency markets and by numerous other political and economic events occurring outside the United States, many of
which may be difficult, if not impossible, to predict.

Income from foreign securities will be received and realized in foreign currencies and the Fund is required to
compute and distribute income in U.S. dollars. Accordingly, a decline in the value of a particular foreign currency
against the U.S. dollar after the Fund’s income has been earned and computed in U.S. dollars may require the Fund
to liquidate portfolio securities to acquire sufficient U.S. dollars to make a distribution. Similarly, if the exchange
rate declines between the time the Fund incurs expenses in U.S. dollars and the time such expenses are paid, the
Fund may be required to liquidate additional foreign securities to purchase the U.S. dollars required to meet such
expenses.
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Depositary Receipts

General. The Fund may invest in sponsored and unsponsored ADRs. ADRs typically are issued by a U.S. bank or
trust company, evidence ownership of underlying securities issued by a foreign company, and are designed for use
in U.S. securities markets. The Fund may invest in depositary receipts in order to obtain exposure to foreign
securities markets.

Risks. Unsponsored depositary receipts may be created without the participation of the foreign issuer. Holders of
these receipts generally bear all the costs of the depositary receipt facility, whereas foreign issuers typically bear
certain costs in a sponsored depositary receipt. The bank or trust company depository of an unsponsored depositary
receipt may be under no obligation to distribute shareholder communications received from the foreign issuer or to
pass through voting rights. Accordingly, available information concerning the issuer may not be current and the
prices of unsponsored depositary receipts may be more volatile than the prices of sponsored depositary receipts.

Options

General. The Fund may purchase put and call options written by others and may write covered calls. The Fund may
purchase options on securities, currencies and stock indices. The Fund may only write covered put options on
securities, foreign currencies and stock indices to effect closing transactions. The Fund may only invest in options
that trade on an exchange or over-the-counter. The Fund may purchase put and call options to hedge against either a
decline in the value of securities owned by the Fund or an increase in the price of securities that the Fund plans to
purchase. The Fund may sell options so purchased.

Options Strategies. Options on Securities. A call option is a contract under which the purchaser of the call option,
in return for a premium paid, has the right to buy the security (or index) underlying the option at a specified
exercise price at any time during the term of the option. The writer of the call option, who receives the premium,
has the obligation upon exercise of the option to deliver the underlying security against payment of the exercise
price. A put option gives its purchaser, in return for a premium, the right to sell the underlying security at a
specified price during the term of the option. The writer of the put, who receives the premium, has the obligation to
buy, upon exercise of the option, the underlying security (or a cash amount equal to the value of the index) at the
exercise price. The amount of a premium received or paid for an option is based upon certain factors, including the
market price of the underlying security, the relationship of the exercise price to the market price, the historical price
volatility of the underlying security, the option period and interest rates.

Options on Indices. An index assigns relative values to the securities in the index, and the index fluctuates with
changes in the market values of the securities included in the index. Index options operate in the same way as the
more traditional options on securities except that index options are settled exclusively in cash and do not involve
delivery of securities. Thus, upon exercise of index options, the purchaser will realize and the writer will pay an
amount based on the differences between the exercise price and the closing price of the index.

Options on foreign currency. Options on foreign currency operate in the same way as more traditional options on
securities except that currency options are settled exclusively in the currency subject to the option. The value of a
currency option is dependent upon the value of the currency relative to the U.S. dollar and has no relationship to the
investment merits of a foreign security. Because foreign currency transactions occurring in the interbank market
involve substantially larger amounts than those that may be involved in the use of foreign currency options, the Fund
may be disadvantaged by having to deal in an odd lot market (generally consisting in transactions of less than $1
million) for the underlying currencies at prices that are less favorable than round lots. To the extent that the U.S.
options markets are closed while the market for the underlying currencies are open, significant price and rate
movements may take place in the underlying markets that cannot be reflected in the options markets.

Risks of Options. There are certain investment risks associated with options transactions. These risks include: (1)
dependence on the Adviser’s ability to predict movements in the prices of individual securities and fluctuations in
the general securities markets; (2) imperfect correlations between movements in the prices of options and
movements in the price of the securities (or indices) hedged or used for cover which may cause a given hedge not to
achieve its objective; (3) the fact that the skills and techniques needed to trade these instruments are different from
those needed to select the securities in which the Fund invests; and (4) lack of assurance that a liquid secondary
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market will exist for any particular instrument at any particular time, which, among other things, may hinder the
Fund’s ability to limit exposures by closing its positions.

Other risks include the inability of the Fund, as the writer of covered call options, to benefit from any appreciation
of the underlying securities above the exercise price, and the possible loss of the entire premium paid for options
purchased by the Fund. There is no assurance that a counterparty in an over-the-counter option transaction will be
able to perform its obligations. The activities in the options markets may result in higher portfolio turnover rates
and additional brokerage costs, which could reduce the Fund’s yield.

Borrowing

General. Subject to the Fund’s investment limitations, the Fund will generally borrow money to increase its
returns. Typically, if a security purchased with borrowed funds increases in value, the Fund may sell the security,
repay the loan and secure a profit.

Risks. Borrowing creates the risk of magnified capital losses. If the Fund buys securities with borrowed funds and
the value of the securities declines, the Fund may be required to provide the lender with additional funds or liquidate
its position in these securities to continue to secure or repay the loan. The Fund may also be obligated to liquidate
other portfolio positions at an inappropriate time in order to pay off the loan or any interest payments associated
with the loan. To the extent that the interest expense involved in a borrowing transaction approaches the net return
on the Fund’s investment portfolio, the benefit of borrowing will be reduced, and, if the interest expense is incurred
as a result of borrowing were to exceed the net return to investors, the Fund’s use of borrowing would result in a
lower rate of return than if the Fund did not borrow. The size of any loss incurred by the Fund due to borrowing will
depend on the amount borrowed. The greater the percentage borrowed the greater potential of gain or loss to the
Fund.

Illiquid and Restricted Securities

General. The term “illiquid securities” means securities that cannot be disposed of within seven days in the ordinary
course of business at approximately the amount at which the Fund has valued the securities. Illiquid securities
include: (1) repurchase agreements not entitling the holder to payment of principal within seven days; (2) purchased
over-the-counter options; (3) securities which are not readily marketable; and (4) securities subject to contractual or
legal restrictions on resale because they have not been registered under the 1933 Act (“restricted securities”).

Risks. Limitations on resale may have an adverse effect on the marketability of a security and the Fund might also
have to register a restricted security in order to dispose of it, resulting in expense and delay. The Fund might not be
able to dispose of restricted or illiquid securities promptly or at reasonable prices and might thereby experience
difficulty satisfying redemption requests. There can be no assurance that a liquid market will exist for any security
at any particular time. Any security, including securities determined by the Adviser to be liquid, can become
illiquid.

Determination of Liquidity. The Board has the ultimate responsibility for determining whether specific securities
are liquid or illiquid and has delegated the function of making determinations of liquidity to the Adviser, pursuant to
guidelines approved by the Board. The Adviser determines and monitors the liquidity of the portfolio securities and
reports periodically on its decisions to the Board. The Adviser takes into account a number of factors in reaching
liquidity decisions, including but not limited to: (1) the frequency of trades and quotations for the security; (2) the
number of dealers willing to purchase or sell the security and the number of other potential buyers; (3) the
willingness of dealers to undertake to make a market in the security; and (4) the nature of the marketplace trades,
including the time needed to dispose of the security, the method of soliciting offers and the mechanics of the
transfer.

An institutional market has developed for certain restricted securities. Accordingly, contractual or legal restrictions
on the resale of a security may not be indicative of the liquidity of the security. If such securities are eligible for
purchase by institutional buyers in accordance with Rule 144A under the 1933 Act or other exemptions, the Adviser
may determine that the securities are not illiquid.
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Repurchase Agreements.

General. Although the Fund currently does not do so, the Fund may enter into repurchase agreements. However,
the Fund may not invest more than 5% of its net assets in repurchase agreements. For purposes of the 1940 Act, a
repurchase agreement is deemed to be a loan from a Fund to the seller of the U.S. government security subject to the
repurchase agreement. (However, repurchase agreements are not restricted transactions, notwithstanding the Fund’s
Fundamental Restriction regarding making loans.) Under such agreements, the seller of the security agrees to
repurchase it at a mutually agreed upon time and price. The repurchase price may be higher than the purchase price,
the difference being income to a Fund, or the purchase and repurchase prices may be the same, with interest at a
stated rate due to the Fund together with the repurchase price on repurchase. In either case, the income to a Fund is
unrelated to the interest rate on the U.S. government security itself. Such repurchase agreements will be made only
with banks with assets of $500 million or more that are insured by the Federal Deposit Insurance Corporation or
with government securities dealers recognized by the Federal Reserve Board and registered as broker-dealers with
the SEC or exempt from such registration. The Fund will generally enter into repurchase agreements of short
durations, from overnight to one week, although the underlying securities generally have longer maturities. The
Fund may not enter into a repurchase agreement with more than seven days to maturity if, as a result, more than
15% of the value of its net assets would be invested in illiquid securities, including such repurchase agreements.

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

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

Reverse Repurchase Agreements.

The Fund may enter into reverse repurchase agreements. Reverse repurchase agreements, among the forms of
borrowing, involve the sale of a debt security held by the Fund, with an agreement by the Fund to repurchase the
security at a stated price, date and interest payment.

The use of reverse repurchase agreements by the Fund creates leverage which increases the Fund’s investment risk.
If the income and gains on securities purchased with the proceeds of reverse repurchase agreements exceed the cost
of the agreements, the Fund’s earnings or net asset value will increase faster than otherwise would be the case;
conversely, if the income and gains fail to exceed the costs, earnings or net asset value would decline faster than
otherwise would be the case. The Fund will seek to enter reverse repurchase agreements only when the interest
income to be earned from the investment of the proceeds of the transaction is greater than the interest expense of the
transaction. However, reverse repurchase agreements involve the risk that the market value of securities retained by
the Fund may decline below the repurchase price of the securities sold by the Fund which it is obligated to
repurchase.
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The Fund may enter into reverse repurchase agreements with banks or broker-dealers. Entry into such agreements
with broker-dealers requires the creation and maintenance of segregated assets consisting of U.S. government
securities, cash or liquid securities marked-to-market at least equal in value to its obligations in respect of reverse
repurchase agreements.

Currently, the Fund does not intend to engage in reverse repurchase agreements.
Other Investment Companies.

The Fund may invest in the securities of other registered investment companies, subject to the limitations set forth in the
Investment Company Act of 1940, as amended, (the “1940 Act”). Investments in the securities of other investment
companies will likely result in the duplication of advisory fees and certain other expenses. By investing in another
investment company, the Fund becomes a shareholder of that investment company. As a result, Fund shareholders
indirectly will bear the Fund’s proportionate share of the fees and expenses paid by shareholders of the other investment
company, in addition to the fees and expenses Fund shareholders directly bear in connection with the Fund’s own
operations.

Section 12(d)(1)(A) generally prohibits a fund from purchasing (1) more than 3% of the total outstanding voting stock of
another fund; (2) securities of another fund having an aggregate value in excess of 5% of the value of the acquiring fund;
and (3) securities of the other fund and all other funds having an aggregate value in excess of 10% of the value of the
total assets of the acquiring fund. There are some exceptions, however, to these limitations pursuant to various rules
promulgated by the SEC.

In accordance with Section 12(d)(1)(F) and Rule 12d1-3 of the 1940 Act, the provisions of Section 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 is not proposing to offer or sell any security issued by it through a
principal underwriter or otherwise at a public or offering price including a sales load that exceeds the limits set forth in
Rule 2830 of the Conduct Rules of the Financial Industry Regulatory Authority (“FINRA”) applicable to a fund of funds
(i.e., 8.5%).

Securities Lending.

Although the Fund has no present intent to do so, the Fund reserves the right, pending receipt of Board approval, to
lend securities from its portfolio to brokers, dealers and financial institutions (but not individuals) in order to
increase the return on its portfolio. The SEC currently requires that the following conditions must be met whenever
a Fund’s portfolio securities are loaned: (1) the Fund must receive at least 100% cash collateral from the borrower;
(2) the borrower must increase such collateral whenever the market value of the securities rises above the level of
such collateral; (3) the Fund must be able to terminate the loan at any time; (4) the Fund must receive reasonable
interest on the loan, as well as any dividends, interest or other distributions on the loaned securities, and any increase
in market value; (5) the Fund may pay only reasonable custodian fees approved by the Board in connection with the
loan; (6) while voting rights on the loaned securities may pass to the borrower, the Board must terminate the loan
and regain the right to vote the securities if a material event adversely affecting the investment occurs, and (7) the
Fund may not loan its portfolio securities so that the value of the loaned securities is more than one-third of its total
asset value, including collateral received from such loans. These conditions may be subject to future modification.
Such loans will be terminable at any time upon specified notice. The Fund might experience the risk of loss if the
institution with which it has engaged in a portfolio loan transaction breaches its agreement with the Fund. The
principal risk of portfolio lending is potential default or insolvency of the borrower. In either of these cases, the
Fund could experience delays in recovering securities or collateral or could lose all or part of the value of the loaned
securities. As part of participating in a lending program, the Fund may be required to invest in collateralized debt or
other securities that bear the risk of loss of principal. In addition, all investments made with the collateral received
are subject to the risks associated with such investments. If such investments lose value, the Fund will have to cover
the loss when repaying the collateral.
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Any loans of portfolio securities are fully collateralized based on values that are marked-to-market daily. Any
securities that the Fund may receive as collateral will not become part of the Fund’s investment portfolio at the time
of the loan and, in the event of a default by the borrower, the Fund will, if permitted by law, dispose of such
collateral except for such part thereof that is a security in which the Fund is permitted to invest. During the time
securities are on loan, the borrower will pay the Fund any accrued income on those securities, and the Fund may
invest the cash collateral and earn income or receive an agreed-upon fee from a borrower that has delivered cash-
equivalent collateral.

Temporary Defensive Position

The Fund may assume a temporary defensive position by investing all or a portion of its assets in money market
instruments, commercial paper, securities of other no-load mutual funds, or repurchase agreements, or individual
stocks or put options. Money market instruments usually have maturities of one year or less and fixed rates of
return. The money market instruments in which the Fund may invest include short-term U.S. Government
Securities, commercial paper, bankers’ acceptances, certificates of deposit, interest-bearing savings deposits of
commercial banks, repurchase agreements concerning securities in which the Fund may invest and money market
mutual funds. If the Fund invests in shares of another mutual fund, shareholders of the Fund will bear the advisory
and other fees of both the Fund and the mutual fund in which it invests.

The Fund may also invest in such instruments at any time to maintain liquidity or pending selection of investments
in accordance with its investment policies. The risk of this strategy to the Fund is the opportunity cost associated
with the market moving higher or that the put options expire worthless, thereby losing the premiums paid for the
option.

Non-Diversification

The Fund is a “non-diversified” mutual fund and, as such, its investments are not required to meet certain
diversification requirements under federal securities law. The Fund is permitted to invest a greater percentage of its
assets in the securities of a single issuer than a diversified fund. Thus, the Fund may have fewer holdings than other
funds. As a result, a decline in the value of those investments would cause the Fund’s overall value to decline to a
greater degree than if the Fund held a more diversified portfolio.

Although the Fund is a “non-diversified” investment company, and consequently is not limited in the proportion of
its assets that may be invested in the securities of a single issuer, the Fund intends to conduct its operations so as to
qualify to be taxed as a “regulated investment company” for purposes of Code, which will relieve the Fund of any
liability for federal income tax to the extent its income and capital gains are distributed to shareholders. To so
qualify, among other requirements, the Fund will limit its investment so that, at the close of each quarter of the
taxable year, (i) not more than 25% of the Fund’s total assets will be invested in the securities of a single issuer, and
(if) with respect to 50% of its total assets, not more than 5% of its total assets will be invested in the securities of a
single issuer and the Fund will not own more than 10% of the outstanding voting securities of a single issuer. The
Fund’s investments in U.S. Government securities are not subject to these limitations.

Industry Sector Focus
If the Fund’s portfolio is overweighted in a certain industry, any negative development affecting that industry will

have a greater impact on the Fund than a fund that is not overweighted in that industry.

Investment Limitations

For purposes of all investment policies of the Fund: (1) the term 1940 Act includes the rules thereunder, SEC
interpretations and any exemptive order upon which the Fund may rely; and (2) the term Code includes the rules
thereunder, Treasury Regulations and IRS guidance and any private letter ruling or similar guidance upon which the
Fund may rely.
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Except as required by the 1940 Act or the Code, if any percentage restriction on investment or utilization of assets is
adhered to at the time an investment is made, a later change in percentage resulting from a change in the market
values of the Fund’s assets or purchases and redemptions of shares will not be considered a violation of the
limitation.

A fundamental policy of the Fund and the Fund’s investment objective cannot be changed without the affirmative
vote of the lesser of: (1) 50% of the outstanding shares of the Fund; or (2) 67% of the shares of the Fund present or
represented at a shareholders meeting at which the holders of more than 50% of the outstanding shares of the Fund
are present or represented. A nonfundamental policy of the Fund may be changed by the Board without shareholder
approval.

1. Fundamental Limitations

The Fund has adopted the following investment limitations which cannot be changed by the Board without
shareholder approval. The Fund may not:

A Borrowing Money. Borrow money if, as a result, outstanding borrowings would exceed an
amount equal to 33 1/3% of the Fund’s total assets.

B. Concentration. Invest 25% or more of the value of its assets in the securities of companies
engaged in any one industry or group of related industries (other than U.S. government agency and
instrumentality securities).

C. Underwriting Activities. Underwrite securities issued by other persons except, to the extent that
in connection with the disposition of portfolio securities, the Fund may be deemed to be an underwriter.

D. Making Loans. Make loans to other parties. For purposes of this limitation, entering into
repurchase agreements, lending securities and acquiring any debt security are not deemed to be the making
of loans.

E. Purchases and Sales of Real Estate. Purchase or sell real estate unless acquired as a result of
ownership of securities or other instruments (but this shall not prevent the Fund from investing in securities
backed by real estate or securities of companies engaged in the real estate business).

F. Purchases and Sales of Commodities. Purchase or sell physical commaodities unless acquired as
a result of ownership of securities or other instruments (but this shall not prevent the Fund from purchasing
or selling options and or from investing in securities or other instruments backed by physical commodities).

G. Issuance of Senior Securities. Issue senior securities except pursuant to Section 18 of the 1940
Act. Generally, issuing senior securities is prohibited under the 1940 Act; however, certain exceptions
apply such as in the case of borrowing and certain other leveraging transactions.

With respect to the fundamental policy relating to concentration set forth in (B) above, the Fund does not consider
any of the sectors mentioned in the Prospectus to be an industry. With respect to the fundamental policy relating to
issuing senior securities set forth in (G) above, “senior securities” are defined as fund obligations that have a priority
over the fund’s shares with respect to the payment of dividends or the distribution of fund assets. The 1940 Act
prohibits a fund from issuing senior securities except that the fund may borrow money in amounts of up to one-third
of the fund’s total assets from banks for any purpose. A fund also may borrow up to 5% of the fund’s total assets
from banks or other lenders for temporary purposes, and these borrowings are not considered senior securities. The
issuance of senior securities by a fund can increase the speculative character of the fund’s outstanding shares
through leveraging. Leveraging of a fund’s portfolio through the issuance of senior securities magnifies the
potential for gain or loss on monies, because even though the fund’s net assets remain the same, the total risk to
investors is increased. Certain widely used investment practices that involve a commitment by a fund to deliver
money or securities in the future are not considered by the SEC to be senior securities, provided that a fund
segregates cash or liquid securities in an amount necessary to pay the obligation or the fund holds an offsetting
commitment from another party. These investment practices include repurchase and reverse repurchase agreements,
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swaps, dollar rolls, options, futures and forward contracts. The policy in (G) above will be interpreted not to prevent
collateral arrangements with respect to swaps, options, forward or futures contracts or other derivatives, or the
posting of initial or variation margin.

2. Non-Fundamental Limitations

The Fund has adopted the following investment limitations that may be changed by the Board without shareholder
approval. The Fund may not:

A Securities of Investment Companies. Invest in the securities of any investment company except
to the extent permitted by the 1940 Act as described in this SAI.

B. Short Sales. Sell securities short, unless it owns or has the right to obtain securities equivalent in
kind and amount to the securities sold short (short sales “against the box”), and provided that transactions
in options are not deemed to constitute selling securities short.

C. Illiquid Securities. Invest more than 15% of its net assets in illiquid assets such as: (1) securities
that cannot be disposed of within seven days at their then-current value; (2) repurchase agreements not
entitling the holder to payment of principal within seven days; and (3) securities subject to restrictions on
the sale of the securities to the public without registration under the 1933 Act (“restricted securities™) that
are not readily marketable. The Fund may treat certain restricted securities as liquid pursuant to guidelines
adopted by the Board.

D. Purchases on Margin. Purchase securities on margin, except that the Fund may use short-term
credit for the clearance of the Fund’s transactions, and provided that initial and variation margin payments
in connection with futures contracts and options on futures contracts shall not constitute purchasing
securities on margin.

E. Borrowing. Purchase or otherwise acquire any security if, the total of borrowings would exceed
5% of the value of its total assets.

F. Options and Futures Contracts. The Fund will not write put options, except that the Fund may
write covered put options on securities, foreign currencies and stock indices to effect closing transactions.
The Fund will not invest in futures contracts.

G. Exercising Control of Issuers. Make investments for the purpose of exercising control of an
issuer. Investments by the Fund in entities created under the laws of foreign countries solely to facilitate
investment in securities in that country will not be deemed the making of investments for the purpose of
exercising control.

Management

1. Trustees and Executive Officers

The Board is responsible for the overall management of the Trust, including general supervision and review of the
investment activities of the Fund. The Board, in turn, elects the Officers of the Trust, who are responsible for
administering the day-to-day operations of the Trust and its separate series. The current Trustees and Officers of the
Trust, their dates of birth and positions with the Trust, term of office with the Trust and length of time served, their
principal occupations for the past five years and other directorships are set forth in the table below.
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Number of

Portfolios
in Fund
Term of Office and Complex® Other
Name, Address Position with Length of Time Principal Occupation Overseen by  Directorships
and Age the Trust® Served During Past Five Years Trustees Held
Independent Trustees of the Trust
Dorothy A. Berry Chairman and Indefinite Term President, Talon 1 Trustee,
(born 1943) Trustee Since May 1991. Industries, Inc. PNC Funds,
c¢/o U.S. Bancorp Fund (administrative, Inc.
Services, LLC management and
2020 E. Financial Way business consulting);
Suite 100 formerly, Executive
Glendora, CA 91741 Vice President and
Chief Operating
Officer, Integrated
Asset Management
(investment adviser and
manager) and formerly,
President, Value Line,
Inc. (investment
advisory and financial
publishing firm).
Wallace L. Cook Trustee Indefinite Term Investment Consultant; 1 The Dana
(born 1939) Since May 1991. formerly, Chief Foundation;
c¢/o U.S. Bancorp Fund Executive Officer, The
Services, LLC Rockefeller Trust Co., University of
2020 E. Financial Way (prior thereto Senior Virginia Law
Suite 100 Vice President), and School
Glendora, CA 91741 Managing Director, Foundation.
Rockefeller & Co.
(Investment Manager
and Financial Advisor);
formerly, Senior Vice
President, Norton
Simon, Inc.
Carl A. Froebel Trustee Indefinite Term Former Owner, Golf 1 None.

(born 1938)
c/o U.S. Bancorp Fund
Services, LLC
2020 E. Financial Way
Suite 100
Glendora, CA 91741

Since May 1991.

Adventures, LLC,
(\Vacation Services);
formerly, President and
Founder, National
Investor Data Services,
Inc. (investment related
computer software).
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Number of

Portfolios
in Fund
Term of Office and Complex® Other
Name, Address Position with Length of Time Principal Occupation Overseen by  Directorships
and Age the Trust® Served During Past Five Years Trustees Held
Steven J. Paggioli Trustee Indefinite Term Consultant, since July 1 Independent
(born 1950) Since May 1991. 2001; formerly, Trustee, The
c¢/o U.S. Bancorp Fund Executive Vice Managers
Services, LLC President, Investment Funds;
2020 E. Financial Way Company Trustee,
Suite 100 Administration, LLC Managers
Glendora, CA 91741 (“ICA”) (mutual fund AMG Funds,
administrator). Aston Funds;
Advisory
Board
Member,
Sustainable
Growth
Advisers, LP;
Independent
Director,
Chase
Investment
Counsel;
formerly
Independent
Director,
Guardian
Mutual
Funds.
Officers of the Trust
Robert M. Slotky Chief Indefinite Term; Senior Vice President, Not Not
(born 1947) Compliance Since September U.S. Bancorp Fund Applicable Applicable.
c/o U.S. Bancorp Fund  Officer 2004. Services, LLC, since
Services, LLC July 2001.
2020 E. Financial Way  Anti-Money Indefinite Term;
Suite 100 Laundering Since December
Glendora, CA 91741 Officer 2005.
Eric W. Falkeis President Indefinite Term; Senior Vice President, Not Not
(born 1973) Since January 2011. and Chief Financial Applicable Applicable.
c¢/o U.S. Bancorp Fund Officer (and other
Services, LLC positions), U.S.
615 East Michigan St. Bancorp Fund Services,
Milwaukee, WI 53202 LLC, since 1997.
Patrick J. Rudnick Treasurer Indefinite Term; Vice President, U.S. Not Not
(born 1973) Since November Bancorp Fund Services, Applicable. Applicable.

c¢/o U.S. Bancorp Fund
Services, LLC

615 East Michigan St.
Milwaukee, WI 53202

2009.

LLC, since 2006;
formerly, Manager,
PricewaterhouseCooper
s LLP (1999-2006).
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Number of

Portfolios
in Fund
Term of Office and Complex® Other
Name, Address Position with Length of Time Principal Occupation Overseen by  Directorships

and Age the Trust® Served During Past Five Years Trustees Held

Elaine E. Richards Secretary Indefinite Term; Vice President and Not Not
(born 1968) Since February 2008.  Legal Compliance Applicable Applicable

c¢/o U.S. Bancorp Fund Officer, U.S. Bancorp
Services, LLC Fund Services, LLC,
2020 E. Financial Way since July 2007;
Suite 100 formerly, Vice
Glendora, CA 91741 President and Senior

Counsel, Wells Fargo
Funds Management,
LLC (2004-2007).

@ The Trustees of the Trust are not “interested persons” of the Trust as defined under the 1940 Act (“Independent Trustees”).
@ The Trust is comprised of numerous series managed by unaffiliated investment advisers. The term “Fund Complex” applies only to
the Fund, the only one managed by the Adviser.

Additional Information Concerning the Board of Trustees
The Role of the Board

The Board oversees the management and operations of the Trust. Like all mutual funds, the day-to-day management
and operation of the Trust is the responsibility of the various service providers to the Trust, such as the Adviser, the
Distributor, the Administrator, the Custodian, and the Transfer Agent, each of whom are discussed in greater detail
in this Statement of Additional Information. The Board has appointed various senior employees of the
Administrator as officers of the Trust, with responsibility to monitor and report to the Board on the Trust’s
operations. In conducting this oversight, the Board receives regular reports from these officers and the service
providers. For example, the Treasurer reports as to financial reporting matters and the President reports as to
matters relating to the Trust’s operations. In addition, the Adviser provides regular reports on the investment
strategy and performance of the Fund. The Board has appointed a Chief Compliance Officer who administers the
Trust’s compliance program and regularly reports to the Board as to compliance matters. These reports are provided
as part of formal “Board Meetings” which are typically held quarterly, in person, and involve the Board’s review of
recent operations. In addition, various members of the Board also meet with management in less formal settings,
between formal “Board Meetings,” to discuss various topics. In all cases, however, the role of the Board and of any
individual Trustee is one of oversight and not of management of the day-to-day affairs of the Trust and its oversight
role does not make the Board a guarantor of the Trust’s investments, operations or activities.

Board Structure, Leadership

The Board has structured itself in a manner that it believes allows it to perform its oversight function effectively. It
has established four standing committees, a Nominating Committee, an Audit Committee, a Qualified Legal
Compliance Committee, and a Valuation Committee, which are discussed in greater detail below under “Trust
Committees”. All of the Trustees are Independent Trustees, which are Trustees that are not affiliated with the
Adviser, the principal underwriter, or their affiliates. The Nominating Committee, Audit Committee and Qualified
Legal Compliance Committee are comprised entirely of Independent Trustees. The Chairman of the Board is an
Independent Trustee. The Board has determined not to combine the Chairman position and the principal executive
officer position and has appointed a Senior Vice President of the Administrator as the President of the Trust. The
Board reviews its structure and the structure of its committees annually. The Board has determined that the structure
of the Independent Chairman, the composition of the Board, and the function and composition of its various
committees are appropriate means to address any potential conflicts of interest that may arise.
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Board Oversight of Risk Management

As part of its oversight function, the Board of Trustees receives and reviews various risk management reports and
discusses these matters with appropriate management and other personnel. Because risk management is a broad
concept comprised of many elements (e.g., investment risk, issuer and counterparty risk, compliance risk,
operational risks, business continuity risks, etc.), the oversight of different types of risks is handled in different
ways. For example, the Audit Committee meets with the Treasurer and the Trust’s independent registered public
accounting firm to discuss, among other things, the internal control structure of the Trust’s financial reporting
function. The Board meets regularly with the Chief Compliance Officer to discuss compliance and operational risks
and how they are managed. The Board also receives reports from the Adviser as to investment risks of the Fund. In
addition to these reports, from time to time the Board receives reports from the Administrator and the Adviser as to
enterprise risk management.

Information about Each Trustee’s Qualification, Experience, Attributes or Skills

The Board believes that each of the Trustees has the qualifications, experience, attributes and skills (“Trustee
Attributes™) appropriate to their continued service as Trustees of the Trust in light of the Trust’s business and
structure. In addition to a demonstrated record of business and/or professional accomplishment, each of the Trustees
has served on the Board for a number of years. They have substantial board experience and, in their service to the
Trust, have gained substantial insight as to the operation of the Trust. They have demonstrated a commitment to
discharging their oversight duties as trustees in the interests of shareholders. The Board annually conducts a “self-
assessment” wherein the effectiveness of the Board and individual Trustees is reviewed.

In addition to the information provided in the chart above, below is certain additional information concerning each
particular Trustee and his/her Trustee Attributes. The information is not all-inclusive. Many Trustee Attributes
involve intangible elements, such as intelligence, integrity, work ethic, the ability to work together, the ability to
communicate effectively, the ability to exercise judgment, to ask incisive questions, and commitment to shareholder
interests.

Ms. Berry’s Trustee Attributes include her substantial mutual fund experience, including her role as Chairman-elect
of the Independent Directors Council and a member of the Board of Governors of the Investment Company Institute.
She has executive experience as the President of Talon Industries, Inc. (a consulting company) and through her
former positions as the Executive Vice President and Chief Operating Officer of Integrated Asset Management (an
investment advisor and manager) and as the President of Value Line, Inc. (an investment advisory and financial
publishing firm). Ms. Berry also has board experience with another investment management company. Ms. Berry
has been determined to qualify as an Audit Committee financial expert for the Trust. The Board believes
Ms. Berry’s experience, qualifications, attributes or skills on an individual basis and in combination with those of
the other Trustees lead to the conclusion that she possesses the requisite skills and attributes as a Trustee to carry out
oversight responsibilities with respect to the Trust.

Mr. Cook’s Trustee Attributes include his investment and executive experience through his investment consulting
business and former Chief Executive Officer of Rockefeller Trust Company (an investment manager and financial
advisor). He has substantial board experience, serving on the board of several foundations. Mr. Cook has been
determined to qualify as an Audit Committee financial expert for the Trust. The Board believes Mr. Cook’s
experience, qualifications, attributes or skills on an individual basis and in combination with those of the other
Trustees lead to the conclusion that he possesses the requisite skills and attributes as a Trustee to carry out oversight
responsibilities with respect to the Trust.

Mr. Froebel’s Trustee Attributes include his significant systems and operations experience. He was a Director of
Scudder, Stevens & Clark (with responsibility for its systems department) and founder and President of Systems
Dynamics Corp. (“SDC”) and later Vice President of Bradford Computer & Systems after its acquisition of SDC,
(providing record keeping and reporting for investment advisors and mutual funds). He also served as Vice President
of Automatic Data Processing (automated services to the brokerage and investment advisory industry) and was the
former President and founder of National Investor Data Services, Inc. (a software and computer vendor to the
mutual fund industry with fund accounting and transfer agent systems). Mr. Froebel has been determined to qualify
as an Audit Committee financial expert for the Trust. The Board believes Mr. Froebel’s experience, qualifications,
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attributes or skills on an individual basis and in combination with those of the other Trustees lead to the conclusion
that he possesses the requisite skills and attributes as a Trustee to carry out oversight responsibilities with respect to
the Trust.

Mr. Paggioli’s Trustee Attributes include his substantial mutual fund and investment advisory experience. Mr.
Paggioli is an independent consultant on investment company and investment advisory matters. He has held a
number of senior positions with mutual fund and investment advisory organizations and related businesses,
including Executive Vice President, Director and Principal of the Wadsworth Group (fund administration,
distribution transfer agency and accounting services). He serves on the boards of several investment management
companies and advisory firms. He has served on various industry association and self-regulatory committees and
formerly worked on the staff of the Securities and Exchange Commission. Mr. Paggioli has been determined to
qualify as an Audit Committee financial expert for the Trust. The Board believes Mr. Paggioli’s experience,
qualifications, attributes or skills on an individual basis and in combination with those of the other Trustees lead to
the conclusion that he possesses the requisite skills and attributes as a Trustee to carry out oversight responsibilities
with respect to the Trust.

2. Trust Committees.

The Trust has four standing committees: the Nominating Committee, the Audit Committee, which also serves as the
Qualified Legal Compliance Committee (“QLCC"), and the Valuation Committee.

The Nominating Committee, comprised of all the Independent Trustees, is responsible for seeking and reviewing
candidates for consideration as nominees for Trustees and meets only as necessary. The Nominating Committee
will consider nominees nominated by shareholders. Recommendations by shareholders should be sent to the
President of the Trust in writing together with the appropriate biographical information concerning each such
proposed Nominee, and such recommendation must comply with the notice provisions set forth in the Trust By-
Laws. In general, to comply with such procedures, such nominations, together with all required biographical
information, must be delivered to, and received by, the President of the Trust at the principal executive offices of the
Trust not later than 120 days and no more than 150 days prior to the shareholder meeting at which any such nominee
would be voted on. The Nominating Committee did not meet during the Fund’s last fiscal year.

The Audit Committee is comprised of all of the Independent Trustees. The Audit Committee typically meets on a
quarterly basis with respect to each series of the Trust and may meet more frequently. The function of the Audit
Committee, with respect to each series of the Trust, is to review the scope and results of the audit and any matters
bearing on the audit or a fund’s financial statements and to ensure the integrity of a fund’s pricing and financial
reporting. The Audit Committee met once during the Fund’s last fiscal year with respect to the Fund.

The function of the QLCC is to receive reports from an attorney retained by the Trust of evidence of a material
violation by the Trust or by any officer, director, employee or agent of the Trust. The QLCC did not meet during the
Fund’s last fiscal year with respect to the Fund.

The Board has delegated day-to-day valuation issues to a Valuation Committee that is comprised of one or more
Independent Trustees and the Trust’s Treasurer. The function of the Valuation Committee is to value securities held
by any series of the Trust for which current and reliable market quotations are not readily available. Such securities
are valued at their respective fair values as determined in good faith by the Valuation Committee, and the actions of
the Valuation Committee are subsequently reviewed and ratified by the Board. The Valuation Committee meets as
needed. The Valuation Committee did not meet during the Fund’s last fiscal year with respect to the Fund.
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3.

The following table shows the amount of shares in the Fund and the amount of shares in other portfolios of the Trust
owned by the Trustees as of the calendar year ended December 31, 2010.

Trustee Ownership of Fund Shares and Other Interests.

Dollar Range of

Aggregate Dollar
Range of Fund Shares

Name Fund Shares in the Trust
Dorothy A. Berry None $10,001-$50,000
Wallace L. Cook None Over $100,000
Carl A. Froebel None $10,001-$50,000

Steven J. Paggioli

$10,001-$50,000

$50,001-$100,000

Furthermore, neither the Independent Trustees nor members of their immediate family, own securities beneficially
or of record in the Adviser, the Fund’s principal underwriter, or any of their affiliates. Accordingly, during the two
most recently completed calendar years, neither the Independent Trustees nor members of their immediate family,
have had a direct or indirect interest, the value of which exceeds $120,000, in the Adviser, the Portfolio’s principal
underwriter or any of its affiliates.

4, Compensation.

Independent Trustees each receive an annual retainer of $50,000 allocated among each of the various portfolios
comprising the Trust. The Chairman of the Board receives an additional annual retainer of $12,000 also allocated
among each of the various portfolios comprising the Trust. Independent Trustees receive additional fees from
applicable portfolios for any special meetings at rates assessed by the Trustees depending on the length of the
meeting and whether in-person attendance is required. Independent Trustees are also reimbursed for expenses in
connection with each Board meeting attended, which reimbursement is allocated among applicable portfolios of the
Trust. The Trust has no pension or retirement plan. No other entity affiliated with the Trust pays any compensation
to the Trustees. Set forth below is the rate of compensation received by the following Independent Trustees from
the Fund for the fiscal year ended December 31, 2010.

Pension or
Retirement Total
Benefits Estimated Compensation
Accrued as Annual from the Fund
Aggregate Part of Benefits and Fund
Name of Compensation Fund Upon Complex® Paid
Person/Position From the Fund Expenses Retirement to Trustees
Dorothy A. Berry, $1,222 None None $1,222
Trustee
Wallace L. Cook, $1,028 None None $1,028
Trustee
Carl A. Froebel, $1,028 None None $1,028
Trustee
Steve J. Paggioli, $1,028 None None $1,028

Trustee

@ There are currently numerous portfolios comprising the Trust. The term “Fund Complex” applies only to the Fund. For the
fiscal year ended December 31, 2010, Trustees’ fees and expenses in the amount of $178,000 were incurred by the Trust.
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5. Investment Advisers
A. Services of Adviser and Sub-Adviser

The Adviser serves as investment adviser to the Fund pursuant to an investment advisory agreement with the Trust
(the “Advisory Agreement”). Under the Advisory Agreement, the Adviser furnishes, at its own expense, all
services, facilities and personnel necessary in connection with managing the Fund’s investments and effecting
portfolio transactions for the Fund. The Adviser may also pay fees to certain brokers/dealers to have the Fund
available for sale through such institutions as well as for certain shareholder services provided to customers
purchasing Fund shares through such institutions. Subject to the direction of the Trust’s Board of Trustees and the
overall supervision and control of the Adviser, the Sub-Adviser makes decisions regarding the investment and
reinvestment of the Fund’s assets.

B. Ownership of Adviser

Windowpane Advisors, L.L.C. is a Delaware limited liability company. The Adviser’s primary business address is
600 West Broadway, Suite 1225, San Diego, California 92101. The Adviser, founded in 2004, specializes in
managing mutual funds, while the Adviser’s affiliate investment adviser, Stolper & Co., Inc. (“SCI”) is engaged in
the business of analysis of investment managers on behalf of its clients, which include corporate retirement plans,
foundations, educational institutions, charitable organizations and individuals. The Adviser is controlled by Michael
Stolper and Barbara Malone. Mr. Stolper and Ms. Malone are both actively engaged in the investment advisory
business. By virtue of their ownership of the Adviser, Mr. Stolper and Ms. Malone are affiliates of the Adviser.
Mr. Stolper is an affiliate of the Fund due to the amount of Fund shares held by a family trust that Mr. Stolper
manages.

C. Ownership of the Sub-Adviser

Hellman, Jordan Management Company, Inc., a Delaware corporation and a registered investment adviser, serves as
sub-adviser to the Fund (“Sub-Adviser) pursuant to a sub-advisory agreement between the Sub-Adviser and the
Adviser (the “Sub-Advisory Agreement”). The Sub-Adviser’s primary business address is 125 High Street,
Suite 800, Boston, Massachusetts 02110. The Sub-Adviser, founded in 1978, specializes in asset management for
corporate pension plans, endowments, state and local retirement funds, foundations, unions and wealthy individuals.
The Sub-Adviser is a wholly-owned subsidiary of Jordan Capital Management, Inc.

Information Concerning Accounts Managed by Portfolio Manager

The Sub-Adviser has provided the following information regarding other accounts managed by the Fund’s portfolio
manager and conflicts of interest.

As of December 31, 2010, Gerald R. Jordan acted as Portfolio Manager for seventeen other accounts with a total
market value of $164 million. One of these accounts pays the Sub-Adviser a performance-based advisory fee. Mr.
Jordan also manages five Limited Partnerships with a total market value of $24 million, and he receives an advisory
fee that is based on performance for two of these accounts. The Portfolio Manager is not the lead portfolio manager
for any other registered investment companies or pooled investment vehicles, other than those listed above.

Actual or apparent conflicts of interest may arise when a Portfolio Manager has day-to-day management
responsibilities with respect to more than one account. More specifically, the Portfolio Manager, who manages
multiple accounts, is presented with the following potential conflicts:

e The management of multiple accounts may result in the Portfolio Manager devoting unequal time and
attention to the management of the Fund and/or other accounts. The Sub-Adviser maintains a Code of
Ethics to detect and prevent activities of employees that would result in a breach of the Sub-Adviser’s
fiduciary duties to the Fund.

o If the Portfolio Manager identifies a limited investment opportunity that may be suitable for more than one
account, the Fund may not be able to take full advantage of that opportunity due to an allocation of filled
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purchase or sale orders across all eligible funds and other accounts. To deal with these situations, the Sub-
Adviser has adopted procedures for allocating portfolio transactions across multiple accounts.

There is no guarantee that such procedures will detect each and every situation in which a conflict arises.
Information Concerning Compensation of Portfolio Manager

For the period ended December 31, 2010, Mr. Jordan was compensated based on a salary plus a bonus. This bonus
was based on the overall profitability of the Sub-Adviser based on assets under management.

Portfolio Manager Ownership in the Fund

Portfolio
Manager
Gerald Reid Jordan

Dollar Range of Beneficial Ownership in
the Fund as of December 31, 2010
Over $1,000,000

D. Advisory Fees

The Adviser’s fee is calculated as a percentage of the Fund’s average daily net assets. The fee is accrued daily by
the Fund and is paid monthly based on average net assets for the previous month.

In addition to receiving an advisory fee from the Fund, the Adviser may also act and be compensated as investment
manager for its clients with respect to assets the clients invest in the Fund. If you have a separately managed
account with the Adviser with assets invested in the Fund, the Adviser will credit an amount equal to all or a portion
of the fees received by the Adviser from the Fund against any investment management fee received from you.

The following table shows the dollar amount of fees payable to the Adviser with respect to the Fund and the
Predecessor Fund, the amount of fee that was waived by the Adviser, if any, and the actual fees received by the
Adviser.

Advisory Fee Advisory Fee Advisory Fee
Payable Waived Retained
'Year Ended December 31, 2010 $492,937 $0 $492,937
Period from May 1, 2009 - $323,379 $0 $323,379
December 31, 2009
Period from January 1, 2009 — $102,431 $0 $102,431
April 30, 2009
'Year Ended December 31, 2008 $987,708 $58,223 $929,485
o Prior to May 1, 2009, the Fund was a series of Forum Funds.

The following table shows the dollar amount of fees payable to the Sub-Adviser out of the Adviser’s fees shown
above with respect to the Fund and the Predecessor Fund, the amount of fee that was waived by the Sub-Adviser, if

any, and the actual fees received by the Sub-Adviser.

Sub-Advisory Fee | Sub-Advisory Fee Sub-Advisory Fee
Payable Waived Retained
Year Ended December 31, 2010 $500,105 $0 $500,105
Period from May 1, 2009 — $328,687 $0 $328,687
December 31, 2009
Period from January 1, 2009 — $102,432 $0 $102,432
April 30, 2009
'Year Ended December 31, 2008 $513,593 $29,112 $484,482
D Prior to May 1, 2009, the Fund was a series of Forum Funds.
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E. Other Provisions of Advisory Agreement

The Adviser is not affiliated with USBFS or any company affiliated with USBFS. The Advisory Agreement
remains in effect for a period of two years from the date of its effectiveness. Subsequently, the Advisory Agreement
must be approved at least annually by the Board or by majority vote of the shareholders, and in either case by a
majority of the Trustees who are not parties to the agreement or interested persons of any such party (other than as
Trustees of the Trust).

The Advisory Agreement is terminable without penalty by the Trust with respect to the Fund on 60 days’ written
notice when authorized either by vote of the Fund’s shareholders or by a majority vote of the Board, or by the
Adviser on 60 days’ written notice to the Trust. The Advisory Agreement terminates immediately upon assignment.

Under the Advisory Agreement, the Adviser is not liable for any error of judgment, mistake of law, or in any event
whatsoever except for willful misfeasance, bad faith or gross negligence in the performance of its duties or by
reason of reckless disregard of its obligations and duties under the agreement.

6. Distributor
A. Distribution Services

Effective May 1, 2009, Quasar Distributors, LLC, 615 East Michigan Street, Milwaukee, Wisconsin 53202
(“Quasar™), serves as the Fund’s principal underwriter in a continuous public offering of the Fund’s shares.
Pursuant to a distribution agreement between the Fund and Quasar (the “Distribution Agreement”), Quasar acts as
the Fund’s principal underwriter and distributor and provides certain administration services and promotes and
arranges for the sale of the Fund’s shares. Quasar is a registered broker-dealer under the Securities Exchange Act of
1934, as amended, and is a member of the Financial Industry Regulatory Authority (“FINRA”).

The Distribution Agreement between the Fund and Quasar has an initial term of up to two years and will continue in
effect only if such continuance is specifically approved at least annually by the Board or by vote of a majority of the
Fund’s outstanding voting securities and, in either case, by a majority of the Independent Trustees. The Distribution
Agreement is terminable without penalty by the Trust on behalf of the Fund on a 60-day written notice when
authorized either by a majority vote of the Fund’s shareholders or by vote of a majority of the Board, including a
majority of the Independent Trustees, or by the Quasar on a 60-day written notice, and will automatically terminate
in the event of its “assignment” (as defined in the 1940 Act).

Prior to May 1, 2009, distribution services were provided by Foreside Fund Services, LLC.

7. Other Fund Service Providers
A. Administrator, Transfer Agent and Fund Accountant

Effective May 1, 2009, USBFS, 615 East Michigan Street, Milwaukee, Wisconsin 53202, acts as administrator to
the Fund pursuant to an administration agreement (the “Administration Agreement”). USBFS provides certain
administrative services to the Fund, including, among other responsibilities, coordinating the negotiation of
contracts and fees with, and the monitoring of performance and billing of, the Fund’s independent contractors and
agents; preparation for signature by an officer of the Trust of all documents required to be filed for compliance by
the Trust and the Fund with applicable laws and regulations excluding those of the securities laws of various states;
arranging for the computation of performance data, including NAV and yield; responding to shareholder inquiries;
and arranging for the maintenance of books and records of the Fund, and providing, at its own expense, office
facilities, equipment and personnel necessary to carry out its duties. In this capacity, USBFS does not have any
responsibility or authority for the management of the Fund, the determination of investment policy, or for any matter
pertaining to the distribution of Fund shares.

Pursuant to the Administration Agreement, the Administrator receives from the Fund 0.08% of average net assets on
the first $250 million of Fund assets and 0.05% on the balance, subject to an annual minimum fee of $45,000. The
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Administrator also acts as fund accountant, transfer agent and dividend disbursing agent under separate agreements.
Additionally, the transfer agent provides Chief Compliance Officer services to the Trust under a separate agreement.
The cost for the Chief Compliance Officer Services is allocated to the Fund by the Board of Trustees.

From June 2, 2008 through April 30, 2009, Atlantic Fund Administration, LLC and its subsidiaries (“Atlantic”)
provided administration, fund accounting and transfer agency services to the Fund. Prior to June 2, 2008, the Fund’s
administrator, accountant and transfer agent was Citi Fund Services Ohio, Inc. (“Citi”).

The table below shows the dollar amount of administration fees payable to the Fund’s (and Predecessor Fund’s)
current and previous administrators, the amount of fees, if any, that were waived by the current and previous
administrators and the actual fees received by the current and previous administrators for the three fiscal years
shown below.

Paid to USBFS Paid to Atlantic Paid to Citi

January 1 through | May 1 through January 1 June 2 through January 1,

Administration December 31, December 31, | through April 30,| December 31, through June 1,
Fee 2010 2009 2009 2008 2008

Payable $79,444 $52,166 $44,368 $96,358 $58,068
Waived $0 $0 $0 $0 $0
Retained $79,444 $52,166 $44,368 $96,358 $58,068
B. Custodian

U.S. Bank, National Association is the custodian of the assets of the Fund (the “Custodian™) pursuant to a custody
agreement between the Custodian and the Trust, whereby the Custodian provides for fees on a transactional basis
plus out-of-pocket expenses. The Custodian’s address is 1555 North River Center Drive, Suite 302, Milwaukee,
Wisconsin 53212. The Custodian does not participate in decisions relating to the purchase and sale of securities by
the Fund. USBFS, the Custodian, and the Fund’s principal underwriter are affiliated entities under the common
control of U.S. Bancorp. The Custodian and its affiliates may participate in revenue sharing arrangements with the
service providers of mutual funds in which the Fund may invest.

C. Legal Counsel

Paul, Hastings, Janofsky & Walker LLP, Park Avenue Tower, 75 East 55th Street, New York, New York, 10022
serves as legal counsel to the Trust.

D. Independent Registered Public Accounting Firm

Tait, Weller and Baker LLP is the Fund’s independent registered public accounting firm, providing audit services,
tax services and assistance with respect to the preparation of filings with the U.S. Securities and Exchange
Commission.

Control Persons and Principal Shareholders

A principal shareholder is any person who owns of record or beneficially 5% or more of the outstanding shares of
the Fund. A control person is one who owns beneficially or through controlled companies more than 25% of the
voting securities of a Fund or acknowledges the existence of control. As of March 31, 2011, the Trustees as a group
did not own more than 1% of the outstanding shares of the Fund. As of March 31, 2011, the following shareholders
were considered to be either a control person or principal shareholder of the Fund:
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Principal Holders of the Jordan Opportunity Fund

Name and Address % Ownership Type of Ownership
Charles Schwab & Co. Inc.

Special Custody Acct FBO Customers
101 Montgomery Street

San Francisco, CA 94104

26.44% Record

TD Ameritrade Inc.

For the Exclusive Benefit of Clients
P.O. Box 2226

Omaha, NE 68103

19.49% Record

Stolper Family Trust
600 W Broadway 5.75% Beneficial
San Diego, CA 92101

SEI Private Trust Company
c/o State Street Bank

One Freedom Valley Drive
Oaks, PA 19456

5.31% Record

Portfolio Transactions

1. How Securities Are Purchased and Sold

Purchases and sales of portfolio securities that are fixed income securities (for instance, money market instruments
and bonds, notes and bills) usually are principal transactions. In a principal transaction, the party from whom the
Fund purchases or to whom the Fund sells is acting on its own behalf (and not as the agent of some other party such
as its customers). These securities normally are purchased directly from the issuer or from an underwriter or market
maker for the securities. There usually are no brokerage commissions paid for these securities.

Purchases and sales of portfolio securities that are equity securities (for instance common stock and preferred stock)
are generally effected: (1) if the security is traded on an exchange, through brokers who charge commissions; and
(2) if the security is traded in the “over-the-counter” markets, in a principal transaction directly from a market
maker. In transactions on stock exchanges, commissions are negotiated. When transactions are executed in an over-
the-counter market, the Adviser will seek to deal with the primary market makers; but when necessary in order to
obtain best execution, the Adviser will utilize the services of others.

The price of securities purchased from underwriters includes a disclosed fixed commission or concession paid by the
issuer to the underwriter, and prices of securities purchased from dealers serving as market makers reflects the
spread between the bid and asked price.

In the case of fixed income and equity securities traded in the over-the-counter markets, there is generally no stated
commission, but the price usually includes an undisclosed commission or markup.

2. Commissions Paid

The following table shows the aggregate brokerage commissions paid by the Fund as well as aggregate commissions
paid to an affiliate of the Fund or the Adviser. The data presented are for the past three fiscal years.
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Total
Brokerage % of Brokerage % of
Commissions Commissions Transactions
Total ($) Paid to an Paid to an Executed by an
Brokerage Affiliate of the Affiliate of the Affiliate of the
Commissions Fund or Fund or Fund or
$ Adviser Adviser Adviser
'Year Ended December 31, 2010 $686,686 $0 0% 0%
Period from May 1, 2009 - $685,042 $0 0% 0%
December 31, 2009Y
Period from January 1, 2009 — $723,033 $0 0% 0%
April 30, 2009
Year Ended December 31, 2008® $2,944,885 $0 0% 0%
o Prior to May 1, 2009, the Fund was a series of Forum Funds.
@ Brokerage commissions for the Fund increased in 2008 as a result of increased use of put options by the Fund.
3. Sub-Adviser Responsibility for Purchases and Sales

The Sub-Adviser places orders for the purchase and sale of securities with broker-dealers selected by and in the
discretion of the Sub-Adviser. The Fund does not have any obligation to deal with a specific broker or dealer in the
execution of portfolio transactions. Allocations of transactions to brokers and dealers and the frequency of
transactions are determined by the Sub-Adviser in its best judgment and in a manner deemed to be in the best
interest of the Fund rather than by any formula. The Sub-Adviser seeks “best execution” for all portfolio
transactions. This means that the Sub-Adviser seeks the most favorable price and execution available. The Sub-
Adviser’s primary consideration in executing transactions for the Fund is prompt execution of orders in an effective
manner and at the most favorable price available.

4. Choosing Broker-Dealers

The Fund may not always pay the lowest commission or spread available. Rather, in determining the amount of
commissions (including certain dealer spreads) paid in connection with securities transactions, the Sub-Adviser
takes into account factors such as size of the order, difficulty of execution, efficiency of the executing broker’s
facilities (including the research services described below) and any risk assumed by the executing broker.

5. Obtaining Research from Brokers

The Sub-Adviser may give consideration to research services furnished by brokers to the Sub-Adviser for its use and
may cause the Fund to pay these brokers a higher amount of commission than may be charged by other brokers.
This research is designed to augment the Sub-Adviser’s own internal research and investment strategy capabilities.
This research may be used by the Sub-Adviser in connection with services to clients other than the Fund, and not all
research services may be used by the Sub-Adviser in connection with the Fund. The Sub-Adviser’s fees are not
reduced by reason of the Sub-Adviser’s receipt of research services.

The Sub-Adviser has full brokerage discretion. It evaluates the range and quality of a broker’s services in placing
trades including securing best price, confidentiality, clearance and settlement capabilities, promptness of execution
and the financial stability of the broker-dealer. Under certain circumstances, the value of research provided by a
broker-dealer may be a factor in the selection of a broker. This research would include reports that are common in
the industry. Typically, the research will be used to service all of the Sub-Adviser’s accounts, although a particular
client may not benefit from all the research received on each occasion. The nature of the services obtained for
clients include industry research reports and periodicals, quotation systems, software for portfolio management and
formal databases.

Occasionally, the Sub-Adviser utilizes a broker and pays a slightly higher commission than another might charge.
The higher commission is paid because of the Sub-Adviser’s need for specific research, for specific expertise a firm
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may have in a particular type of transaction (due to factors such as size or difficulty), or for speed/efficiency in
execution. Since most of the Sub-Adviser’s brokerage commissions for research are for economic research on
specific companies or industries, and since the Sub-Adviser follows a limited number of securities, most of the
commission dollars spent for industry and stock research directly benefit the Sub-Adviser’s clients and the Fund’s
investors.

There are occasions on which portfolio transactions may be executed as part of concurrent authorizations to
purchase or sell the same securities for more than one account served by the Sub-Adviser. Although such concurrent
authorizations potentially could be either advantageous or disadvantageous to any one or more particular accounts,
they will be effected only when the Sub-Adviser believes that to do so will be in the best interest of the affected
accounts. When such concurrent authorizations occur, the objective will be to allocate the execution in a manner
equitable to the accounts involved. Clients are typically allocated securities with prices averaged on a per-share or
per-bond basis.

6. Counterparty Risk

The Adviser monitors the creditworthiness of counterparties to the Fund’s transactions and intends to enter into a
transaction only when it believes that the counterparty presents minimal and appropriate credit risks.

7. Transactions through Affiliates

The Adviser may effect transactions through affiliates of the Adviser (or affiliates of those persons) pursuant to
procedures adopted by the Trust.

8. Other Accounts of the Adviser

Investment decisions for the Fund are made independently from those for any other account or investment company
that is or may in the future become advised by the Adviser or its affiliates. Investment decisions are the product of
many factors, including basic suitability for the particular client involved. Likewise, a particular security may be
bought or sold for certain clients even though it could have been bought or sold for other clients at the same time.
Likewise, a particular security may be bought for one or more clients when one or more clients are selling the
security. In some instances, one client may sell a particular security to another client. In addition, two or more
clients may simultaneously purchase or sell the same security, in which event, each day’s transactions in such
security are, insofar as is possible, averaged as to price and allocated between such clients in a manner which, in the
Adviser’s opinion, is in the best interest of the affected accounts and is equitable to each and in accordance with the
amount being purchased or sold by each. There may be circumstances when purchases or sales of a portfolio
security for one client could have an adverse effect on another client that has a position in that security. In addition,
when purchases or sales of the same security for the Fund and other client accounts managed by the Adviser occurs
contemporaneously, the purchase or sale orders may be aggregated in order to obtain any price advantages available
to large denomination purchases or sales.

9. Portfolio Turnover

The frequency of portfolio transactions of the Fund (the portfolio turnover rate) will vary from year to year
depending on many factors. From time to time, the Fund may engage in active short-term trading to take advantage
of price movements affecting individual issues, groups of issues or markets. An annual portfolio turnover rate of
100% would occur if all the securities in a fund were replaced once in a period of one year. It is expected that the
portfolio turnover of the Fund will be high given the inherent volatility of concentrated positions. Higher portfolio
turnover rates may result in increased brokerage costs to the Fund and a possible increase in short-term capital gains
or losses.
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The portfolio turnover for the Fund for the following fiscal periods is set forth below.

Jordan Opportunity Fund Portfolio Turnover
Fiscal Year Ended December 31, 2010 246%
Fiscal Year Ended December 31, 2009 336%
o Prior to May 1, 2009, the Fund was a series of Forum Funds.

10. Securities of Regular Broker-Dealers

From time to time, the Fund may acquire and hold securities issued by its “regular brokers and dealers” or the
parents of those brokers and dealers. For this purpose, regular brokers and dealers means the 10 brokers or dealers
that: (1) received the greatest amount of brokerage commissions during the Fund’s last fiscal year; (2) engaged in
the largest amount of principal transactions for portfolio transactions of the Fund during the Fund’s last fiscal year;
or (3) sold the largest amount of the Fund’s shares during the Fund’s last fiscal year. The table below lists the
regular brokers and dealers of the Fund whose securities (or the securities of the parent company) were acquired
during the past fiscal year and the appropriate value of the Fund’s holdings at those securities as of the Fund’s most
recent fiscal year.

Year Ended December 31, 2010

Regular Broker or Dealer Value Held
Goldman Sachs & Co. $3,142,910

11. Portfolio Holdings

The Trust, on behalf of the Fund, has adopted a portfolio holdings disclosure policy that governs the timing and
circumstances of disclosure of portfolio holdings of the Fund. The Adviser has also adopted a policy with respect to
disclosure of portfolio holdings of the Fund (the “Adviser’s Policy”). Information about the Fund’s portfolio
holdings will not be distributed to any third party except in accordance with the portfolio holdings policies and the
Adviser’s Policy (the “Disclosure Policies™). The Adviser and the Board considered the circumstances under which
the Fund’s portfolio holdings may be disclosed under the Disclosure Policies and the actual and potential material
conflicts that could arise in such circumstances between the interests of the Fund’s shareholders and the interests of
the Adviser, distributor or any other affiliated person of the Fund. After due consideration, the Adviser and the
Board determined that the Fund has a legitimate business purpose for disclosing portfolio holdings to persons
described in the Disclosure Policies, including mutual fund rating or statistical agencies, or persons performing
similar functions, and internal parties involved in the investment process, administration or custody of the Fund.
Pursuant to the Disclosure Policies, the Trust’s Chief Compliance Officer (“CCQ”), President and Treasurer are
each authorized to consider and authorize dissemination of portfolio holdings information to additional third parties,
after considering the best interests of the Fund shareholders and potential conflicts of interest in making such
disclosures.

The Board exercises continuing oversight of the disclosure of the Fund’s portfolio holdings by (1) overseeing the
implementation and enforcement of the Disclosure Policies, Codes of Ethics and other relevant policies of the Fund
and its service providers by the Trust’s CCO, (2) by considering reports and recommendations by the Trust’s CCO
concerning any material compliance matters (as defined in Rule 38a-1 under the 1940 Act), and (3) by considering
to approve any amendment to the Disclosure Policies. The Board reserves the right to amend the Disclosure Policies
at any time without prior notice to shareholders in its sole discretion.

Disclosure of the Fund’s complete holdings is required to be made quarterly within 60 days of the end of each
period covered by the Annual Report and Semi-Annual Report to Fund shareholders and in the quarterly holdings
report on Form N-Q. These reports are available, free of charge, on the EDGAR database on the SEC’s website at
www.sec.gov. You may also request a copy of the Fund’s latest annual and semi-annual report to shareholders by
contacting the Transfer Agent at the address or phone number listed on the cover of this SAI and at the Fund’s
website at http://www.jordanopportunity.com.
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In addition, the Fund’s Adviser makes publicly available, on a quarterly basis, information regarding the Fund’s top
ten holdings (including name and percentage of the Fund’s assets invested in each such holding) and the percentage
breakdown of the Fund’s investments by country, sector and industry, as applicable. This holdings information is
made available through the Fund or Adviser’s website, marketing communications (including printed advertisements
and sales literature), and/or the Fund’s Transfer Agent telephone customer service center that supports the Fund.
This quarterly holdings information is released within 15 days after the quarter end. Portfolio holdings information
posted on the Fund’s website may be separately provided to any person, commencing on the day after it is first
published on the Fund’s website. In addition, the Fund may provide its complete portfolio holdings at the same time
that it is filed with the SEC.

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

In addition, material non-public holdings information may be provided without lag as part of the normal investment
activities of the Fund to each of the following entities, which, by explicit agreement or by virtue of their respective
duties to the Fund, are required to maintain the confidentiality of the information disclosed, including a duty not to
trade on non-public information: the fund administrator, fund accountant, custodian, transfer agent, auditors,
counsel to the Fund or the Board, broker-dealers (in connection with the purchase or sale of securities or requests for
price quotations or bids on one or more securities) and regulatory authorities. Portfolio holdings information not
publicly available with the SEC or through the Fund’s website may only be provided to additional third parties,
including mutual fund ratings or statistical agencies, in accordance with the Disclosure Policies, when the Fund has
a legitimate business purpose and the third party recipient is subject to a confidentiality agreement that includes a
duty not to trade on non-public information.

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

There can be no assurance that the Disclosure Policies will protect the Fund from potential misuse of portfolio
holdings information by individuals or entities to which it is disclosed.

From time to time, the Adviser may make additional disclosure of the Fund’s portfolio holdings on the Fund’s
website. Shareholders can access the Fund’s website at www.jordanopportunity.com for additional information
about the Fund, including, without limitation, the periodic disclosure of its portfolio holdings.

Purchase and Redemption Information

1. General Information

The information provided below supplements the information contained in the Prospectus regarding the purchase
and redemption of the Fund’s shares.

How to Buy Shares.

In addition to purchasing shares directly from the Fund, you may purchase shares of the Fund from certain financial
intermediaries and their agents that have made arrangements with the Fund and are authorized to buy and sell shares
of the Fund (collectively, “Financial Intermediaries”). Investors should contact their Financial Intermediary directly
for appropriate instructions, as well as information pertaining to accounts and any service or transaction fees that
may be charged by those agents. If you transmit your order to these Financial Intermediaries before the close of
regular trading (generally 4:00 p.m., Eastern Time) on a day that the NYSE is open for business, your order will be
priced at the Fund’s NAV next computed after it is received by the Financial Intermediary. Investors should check
with their Financial Intermediary to determine if it participates in these arrangements.
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The public offering price of Fund shares is its NAV plus any applicable sales charges. Shares are purchased at the
public offering price next determined after USBFS receives your order in proper form as discussed in the Fund’s
Prospectus. In order to receive that day’s public offering price, USBFS must receive your order in proper form
before the close of regular trading on the NYSE, generally 4:00 p.m., Eastern Time.

2. Additional Purchase Information

The Trust reserves the right in its sole discretion (1) to suspend the continued offering of a Fund’s shares, (2) to
reject purchase orders in whole or in part when in the judgment of the Adviser or the Distributor such rejection is in
the best interest of a Fund, and (3) to reduce or waive the minimum for initial and subsequent investments and
redemption fees for certain fiduciary and retirement plan accounts, for employees of the Adviser or under
circumstances where certain economies can be achieved in sales of a Fund’s shares.

In addition to cash purchases, a Fund’s shares may be purchased by tendering payment in-kind in the form of shares
of stock, bonds or other securities. Any securities used to buy Fund shares must be readily marketable, their
acquisition consistent with the Fund’s objective and otherwise acceptable to the Adviser and the Board.

3. Automatic Investment Plan

As discussed in the Prospectus, the Fund provides an Automatic Investment Plan (“AlIP”) for the convenience of
investors who wish to purchase shares of the Fund on a regular basis. All record keeping and custodial costs of the
AIP are paid by the Fund. The market value of the Fund’s shares is subject to fluctuation. Prior to participating in
the AIP, an investor should note that the AIP does not assure a profit nor does it protect against depreciation in
declining markets.

4, How to Sell Shares and Delivery of Redemption Proceeds

You can sell your Fund shares any day the NYSE is open for regular trading. Payments to shareholders for Fund
shares redeemed directly from the Fund will be made as promptly as possible but no later than seven days after
receipt by USBFS of the written request in proper form, with the appropriate documentation as stated in the Fund’s
Prospectus, except that the Fund may suspend the right of redemption or postpone the date of payment during any
period when (a) trading on the NYSE is restricted as determined by the SEC or the NYSE is closed for other than
weekends and holidays; (b) an emergency exists as determined by the SEC making disposal of portfolio securities or
valuation of net assets of the Fund not reasonably practicable; or (c) for such other period as the SEC may permit for
the protection of the Fund’s shareholders. Under unusual circumstances, the Fund may suspend redemptions, or
postpone payment for more than seven days, but only as authorized by SEC rules.

The value of shares on redemption or repurchase may be more or less than the investor’s cost, depending upon the
market value of the Fund’s portfolio securities at the time of redemption or repurchase.

5. Telephone Redemptions

As described in the Prospectus, shareholders with telephone privileges established on their account may redeem
Fund shares by telephone. Upon receipt of any instructions or inquiries from any person claiming to be a
shareholder, the Fund or its authorized agents may carry out the instructions and/or to respond to the inquiry
consistent with the shareholder’s previously established account service options. For joint accounts, instructions or
inquiries from either party will be carried out without prior notice to the other account owners. In acting upon
telephone instructions, the Fund and its agents use procedures that are reasonably designed to ensure that such
instructions are genuine. These include recording all telephone calls, requiring pertinent information about the
account and sending written confirmation of each transaction to the registered owner.

USBFS will employ these and other reasonable procedures to confirm that instructions communicated by telephone

are genuine. If it fails to employ reasonable procedures, the Fund and USBFS may be liable for any losses due to
unauthorized or fraudulent instructions. If these procedures are followed, however, that to the extent permitted by
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applicable law, neither the Fund nor its agents will be liable for any loss, liability, cost or expense arising out of any
redemption request, including any fraudulent or unauthorized request. For additional information, contact USBFS.

During periods of unusual market changes and shareholder activity, you may experience delays in contacting
USBFS by telephone. In this event, you may wish to submit a written redemption request, as described in the
Prospectus. The Telephone Redemption Privilege may be modified or terminated without notice.

6. Redemptions In-Kind

The Trust has filed an election under SEC Rule 18f-1 committing to pay in cash all redemptions by a shareholder of
record up to amounts specified by the rule (in excess of the lesser of (i) $250,000 or (ii) 1% of the Fund’s assets).
The Fund has reserved the right to pay the redemption price of its shares, either totally or partially, by a distribution
in kind of portfolio securities (instead of cash). The securities so distributed would be valued at the same amount as
that assigned to them in calculating the NAV for the shares being sold. If a shareholder receives a distribution in
kind, the shareholder could incur brokerage or other charges in converting the securities to cash and would bear any
market risks associated with such securities until they are converted into cash.

The Fund does not intend to hold any significant percentage of its portfolio in illiquid securities, although the Fund,
like virtually all mutual funds, may from time to time hold a small percentage of securities that are illiquid. In the
unlikely event the Fund were to elect to make an in-kind redemption, the Fund expects that it would follow the
normal protocol of making such distribution by way of a pro rata distribution based on its entire portfolio. If the
Fund held illiquid securities, such distribution may contain a pro rata portion of such illiquid securities or the Fund
may determine, based on a materiality assessment, not to include illiquid securities in the in-kind redemption. The
Fund does not anticipate that it would ever selectively distribute a greater than pro rata portion of any illiquid
securities to satisfy a redemption request. If such securities are included in the distribution, shareholders may not be
able to liquidate such securities and may be required to hold such securities indefinitely. Shareholders’ ability to
liquidate such securities distributed in-kind may be restricted by resale limitations or substantial restrictions on
transfer imposed by the issuers of the securities or by law. Shareholders may only be able to liquidate such
securities distributed in-kind at a substantial discount from their value, and there may be higher brokerage costs
associated with any subsequent disposition of these securities by the recipient.

7. IRAs

All contributions into an IRA through the automatic investing service are treated as IRA contributions made during
the year the investment is received.

8. UGMAS/UTMAS

If the custodian’s name is not in the account registration of a gift or transfer to minor (“UGMA/UTMA”) account,
the custodian must provide instructions in a matter indicating custodial capacity.

9. Suspension of Right of Redemption

The right of redemption may not be suspended, except for any period during which: (1) the New York Stock
Exchange is closed (other than customary weekend and holiday closings) or during which the SEC determines that
trading thereon is restricted; (2) an emergency (as determined by the SEC) exists as a result of which disposal by the
Fund of its securities is not reasonably practicable or as a result of which it is not reasonably practicable for the Fund
fairly to determine the value of its net assets; or (3) the SEC may by order permit for the protection of the
shareholders of the Fund.

10. When and How NAV is Determined
The Fund calculates its NAV as of the close of the New York Stock Exchange (normally 4:00 p.m., Eastern Time)
on each weekday except days when the New York Stock Exchange is closed. Under unusual circumstances, the

Fund may accept and process orders when the New York Stock Exchange is closed if deemed appropriate by the
Trust’s officers. The time at which NAV is calculated may change in case of an emergency.
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The NAV is determined by taking the market value of the Fund’s total assets, subtracting the Fund’s liabilities, and
then dividing the result (net assets) by the number of the Fund’s shares outstanding.

The Fund values securities for which market quotations are readily available at current market value other than
certain short-term securities, which are valued at amortized cost. Exchange traded securities for which market
quotations are readily available are valued using the last reported sales price provided by independent pricing
services as of the close of trading on the New York Stock Exchange (normally 4:00 p.m. Eastern Time) on the Fund
business day. In the absence of sales, such securities are valued at the mean of the last bid and asked price. Non-
exchange traded securities for which quotations are readily available are generally valued at the mean between the
current bid and asked price. Fixed income securities may be valued at prices supplied by the Fund’s pricing agent
based on broker or dealer supplied valuations or matrix pricing, a method of valuing securities by reference to the
value of other securities with similar characteristics, such as rating, interest rate and maturity.

The Fund values securities at fair value pursuant to procedures adopted by the Board if market quotations are not
readily available or the Adviser believes the prices or values available are unreliable. Market quotations may not be
readily available or may be unreliable if, among other things, (1) the exchange on which the Fund’s security is
principally traded closes early; (2) trading in a portfolio security was halted during the day and did not resume prior
to the time as of which the Fund calculates its NAV, or (3) events occur after the close of the securities markets on
which the Fund’s portfolio securities primarily trade but before the time as of which the Fund calculates its NAV.

The Fund invests in the securities of small and medium-sized companies. The Fund’s investment in securities of
small and medium sized companies are more likely to require a fair value determination because they are more
thinly traded and less liquid than the securities at larger companies. Similarly, the Fund’s investments in foreign
securities is more likely to require a fair value determination because, among other things, most foreign securities
markets close before the Fund values its securities. The earlier close of those foreign securities markets gives rise to
the possibility that significant events may have occurred in the interim.

Fair valuation is based on subjective factors and as a result, the fair value price of a security may differ from the
security’s market price and may not be the price at which the security may be sold. Fair valuation could result in a
different NAV than a NAV determined by using market quotes.

11. Distributions

Distributions of net investment income will be reinvested at the Fund’s NAV (unless you elect to receive
distributions in cash) as of the last day of the period with respect to which the distribution is paid. Distributions of
capital gain will be reinvested at the Fund’s NAV (unless you elect to receive distributions in cash) on the payment
date for the distribution. Cash payments may be made more than seven days following the date on which
distributions would otherwise be reinvested.

Taxation

The tax information set forth in the Prospectus and the information in this section relates solely to U.S. federal
income tax law and assumes that the Fund qualifies as a regulated investment company under Subchapter M of the
Code (as discussed below). This information is only a summary of certain key federal income tax considerations
affecting the Fund and its shareholders and is in addition to the information provided in the Prospectus. No attempt
has been made to present a complete explanation of the federal tax treatment of the Fund or the tax implications to
shareholders. The discussions here and in the Prospectus are not intended as substitutes for careful tax planning.

This “Taxation” section is based on the Code and applicable legal authority in effect on the date hereof. Future

legislative or administrative changes or court decisions may significantly change the tax rules applicable to the Fund
and its shareholders. Any of these changes or court decisions may have a retroactive effect.
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All investors should consult their own tax advisors as to the federal, state, local and foreign tax provisions
applicable to them.

1. Qualification as a Regulated Investment Company

The Fund intends, for each tax year, to qualify as a “regulated investment company” under the Code.
The tax year-end of the Fund is December 31 (the same as the Fund’s fiscal year end).

2. Meaning of Qualification

As a regulated investment company, the Fund will not be subject to federal income tax on the portion of its
investment company taxable income (which is generally taxable interest, dividends, the excess of net short-term
capital gain over net long-term capital loss, and other taxable ordinary income, net of expenses) and net capital gain
(which is generally the excess of net long-term capital gain over net short-term capital loss) that it distributes to
shareholders. In order to qualify to be taxed as a regulated investment company the Fund must satisfy the following
requirements:

e The Fund must distribute at least 90% of its investment company taxable income for the tax year. (Certain
distributions made by the Fund after the close of its tax year are considered distributions attributable to the
previous tax year for purposes of satisfying this requirement.)

e The Fund must derive at least 90% of its gross income each year from dividends, interest, payments with
respect to securities loans, gains from the sale or other disposition of securities, or other income (including
gains from options and futures contracts) derived from its business of investing in securities or net income
derived from interests in qualified publicly traded partnerships.

e The Fund must satisfy the following asset diversification test at the close of each quarter of the Fund’s tax year:
(1) at least 50% of the value of the Fund’s assets must consist of cash and cash items (including receivables),
U.S. Government securities, securities of other regulated investment companies, and securities of other issuers
(as to which the Fund has not invested more than 5% of the value of the Fund’s total assets in securities of an
issuer and as to which the Fund does not hold more than 10% of the outstanding voting securities of the issuer);
and (2) no more than 25% of the value of the Fund’s total assets may be invested in the securities of any one
issuer (other than U.S. Government securities and securities of other regulated investment companies), in two or
more issuers which the Fund controls and which are engaged in the same or similar trades or businesses, or in
the securities of qualified publicly traded partnerships.

3. Failure to Qualify

If for any tax year the Fund does not qualify as a regulated investment company, all of its taxable income (including
its net capital gain) will be subject to tax at regular corporate rates without any deduction for dividends paid to
shareholders, and the dividends will be taxable to the shareholders as ordinary income to the extent of the Fund’s
current and accumulated earnings and profits.

Failure to qualify as a regulated investment company would thus have a negative impact on the Fund’s income and
performance. It is possible that the Fund will not qualify as a regulated investment company in any given tax year.

4. Fund Distributions
The Fund anticipates distributing substantially all of its investment company taxable income for each tax year.
These distributions are taxable to you as ordinary income. A portion of these distributions may qualify for the 70%

dividends-received deduction for corporate shareholders.

A portion of the Fund’s distributions may be treated as “qualified dividend income,” taxable to individuals through
December 31, 2012 at a maximum federal tax rate of 15% (0% for individuals in lower tax brackets) provided that

36



holding period and other requirements are met. To the extent the Fund’s distributions are attributable to other
sources, such as interest or capital gains, the distributions are not treated as qualified dividend income.

The Fund anticipates distributing substantially all of its net capital gain for each tax year. These distributions
generally are made only once a year, usually in November or December, but the Fund may make additional
distributions of net capital gain at any time during the year. These distributions are taxable to you as long-term
capital gain regardless of how long you have held shares. These distributions do not qualify for the dividends-
received deduction.

Distributions by the Fund that do not constitute ordinary income dividends or capital gain dividends will be treated
as a return of capital. Return of capital distributions reduce your tax basis in the shares and are treated as gain from
the sale of the shares to the extent your basis would be reduced below zero.

All distributions by the Fund will be treated in the manner described above regardless of whether the distribution is
paid in cash or reinvested in additional shares of the Fund (or of another fund). If you receive distributions in the
form of additional shares, you will be treated as receiving a distribution in an amount equal to the fair market value
of the shares received, determined as of the reinvestment date.

You may purchase shares whose NAV at the time reflects undistributed net investment income or recognized capital
gain, or unrealized appreciation in the value of the assets of the Fund. Distributions of these amounts are taxable to
you in the manner described above, although the distribution economically constitutes a return of capital to you.

Ordinarily, you are required to take distributions by the Fund into account in the year in which they are made. A
distribution declared in October, November or December of any year and payable to shareholders of record on a
specified date in those months, however, is deemed to be received by you (and made by the Fund) on December 31
of that calendar year if the distribution is actually paid in January of the following year.

You will be advised annually as to the U.S. federal income tax consequences of distributions made (or deemed
made) during the year.

5. Certain Tax Rules Applicable to the Fund’s Transactions

For federal income tax purposes, when put and call options purchased by the Fund expire unexercised, the premiums
paid by the Fund give rise to short- or long-term capital losses at the time of expiration (depending on the length of
the respective exercise periods for the options). When put and call options written by the Fund expire unexercised,
the premiums received by the Fund give rise to short-term capital gains at the time of expiration. When the Fund
exercises a call, the purchase price of the underlying security is increased by the amount of the premium paid by the
Fund. When the Fund exercises a put, the proceeds from the sale of the underlying security are decreased by the
premium paid. When a put or call written by the Fund is exercised, the purchase price (selling price in the case of a
call) of the underlying security is decreased (increased in the case of a call) for tax purposes by the premium
received.

Certain listed options, regulated futures contracts and forward currency contracts are considered “Section 1256
contracts” for federal income tax purposes. Section 1256 contracts held by the Fund at the end of each tax year are
“marked to market” and treated for federal income tax purposes as though sold for fair market value on the last
business day of the tax year. Gains or losses realized by the Fund on Section 1256 contracts generally are
considered 60% long-term and 40% short-term capital gains or losses. The Fund can elect to exempt its Section
1256 contracts that are part of a “mixed straddle” (as described below) from the application of Section 1256.

Any option, futures contract or other position entered into or held by the Fund in conjunction with any other position
held by the Fund may constitute a “straddle” for federal income tax purposes. A straddle of which at least one, but
not all, the positions are Section 1256 contracts, may constitute a “mixed straddle.” In general, straddles are subject
to certain rules that may affect the character and timing of the Fund’s gains and losses with respect to straddle
positions by requiring, among other things, that: (1) the loss realized on disposition of one position of a straddle
may not be recognized to the extent that the Fund has unrealized gains with respect to the other position in such
straddle; (2) the Fund’s holding period in straddle positions be suspended while the straddle exists (possibly
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resulting in gain being treated as short-term capital gain rather than long-term capital gain); (3) the losses recognized
with respect to certain straddle positions which are part of a mixed straddle and which are non-Section 1256
positions be treated as 60% long-term and 40% short-term capital loss; (4) losses recognized with respect to certain
straddle positions which would otherwise constitute short-term capital losses be treated as long-term capital losses;
and (5) the deduction of interest and carrying charges attributable to certain straddle positions may be deferred.
Various elections are available to the Fund, which may mitigate the effects of the straddle rules, particularly with
respect to mixed straddles. In general, the straddle rules described above do not apply to any straddles held by the
Fund if all of the offsetting positions consist of Section 1256 contracts.

Under the Code, gains or losses attributable to fluctuations in exchange rates which occur between the time the Fund
accrues interest or other receivables or accrues expenses or other liabilities denominated in a foreign currency and
the time the Fund actually collects such receivables or pays such liabilities are treated as ordinary income or
ordinary loss. Similarly, gains or losses from the disposition of foreign currencies, from the disposition of debt
securities denominated in a foreign currency, or from the disposition of a forward contract denominated in a foreign
currency which are attributable to fluctuations in the value of the foreign currency between the date of acquisition of
the asset and the date of disposition also are treated as ordinary income or loss. These gains or losses, referred to
under the Code as “Section 988 gains or losses, increase or decrease the amount of the Fund’s investment company
taxable income available to be distributed to its shareholders as ordinary income, rather than increasing or
decreasing the amount of the Fund’s net capital gain.

Under current federal tax law, if the Fund invests in bonds issued with “original issue discount”, the Fund generally
will be required to include in income as interest each year, in addition to stated interest received on such bonds, a
portion of the excess of the face amount of the bonds over their issue price, even though the Fund does not receive
payment with respect to such discount during the year. With respect to “market discount bonds” (i.e., bonds
purchased by the Fund at a price less than their issue price plus the portion of “original issue discount” previously
accrued thereon), the Fund may likewise elect to accrue and include in income each year a portion of the market
discount with respect to such bonds. As a result, in order to make the distributions necessary for the Fund not to be
subject to federal income or excise taxes, the Fund may be required to pay out as an income distribution each year
an amount greater than the total amount of cash that the Fund has actually received as interest during the year.

If the Fund owns shares in a foreign corporation that constitutes a “passive foreign investment company” (a “PFIC”)
for Federal income tax purposes and the Fund does not elect to treat the foreign corporation as a “qualified electing
fund” within the meaning of the Code, the Fund may be subject to United States Federal income taxation on a
portion of any “excess distribution” it receives from the PFIC or any gain it derives from the disposition of such
shares, even if such income is distributed as a taxable dividend by the Fund to its shareholders. The Fund may also
be subject to additional interest charges in respect of deferred taxes arising from such distributions or gains. Any tax
paid by the Fund as a result of its ownership of shares in a PFIC will not give rise to any deduction or credit to the
Fund or to any shareholder. A PFIC means any foreign corporation if, for the taxable year involved, either (1) it
derives at least 75% of its gross income from “passive income” (including, but not limited to, interest, dividends,
royalties, rents, and annuities) or (2) on average, at least 50% of the value (or adjusted tax basis, if elected) of the
assets held by the corporation produce “passive income.” The Fund could elect to “mark-to market” stock in a
PFIC. Under such an election, the Fund would include in income each year an amount equal to the excess, if any, of
the fair market value of the PFIC stock as of the close of the taxable year over the Fund’s adjusted basis in the PFIC
stock. The Fund would be allowed a deduction for the excess, if any, of the adjusted basis of the PFIC stock over
the fair market value of the PFIC stock as of the close of the taxable year, but only to the extent of any net mark-to-
market gains included by the Fund for prior taxable years. The Fund’s adjusted basis in the PFIC stock would be
adjusted to reflect the amounts included in, or deducted from, income under this election. Amounts included in
income pursuant to this election, as well as gain realized on the sale or other disposition of the PFIC stock, would be
treated as ordinary income. The deductible portion of any mark-to-market loss, as well as loss realized on the sale
or other disposition of the PFIC stock to the extent that such loss does not exceed the net mark-to-market gains
previously included by the Fund, would be treated as ordinary loss. The Fund generally would not be subject to the
deferred tax and interest charge provisions discussed above with respect to PFIC stock for which a mark-to-market
election has been made. If the Fund purchases shares in a PFIC and the Fund does elect to treat the foreign
corporation as a “qualified electing fund” under the Code, the Fund may be required to include in its income each
year a portion of the ordinary income and net capital gains of the foreign corporation, even if this income is not
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distributed to the Fund. Any such income would be subject to the 90% and calendar year distribution requirements
described above.

6. Federal Excise Tax

A 4% nondeductible excise tax is imposed on a regulated investment company that fails to distribute in each
calendar year an amount equal to: (1) 98% of its ordinary taxable income for the calendar year; and (2) 98.2% of its
capital gain net income for the one-year period ended on October 31 of the calendar year (or December 31 if elected
by the Fund). The balance of the Fund’s income must be distributed during the next calendar year. The Fund will be
treated as having distributed any amount on which it is subject to income tax for any tax year ending in the calendar
year.

For purposes of calculating the excise tax, the Fund: (1) reduces its capital gain net income (but not below its net
capital gain) by the amount of any net ordinary loss for the calendar year; and (2) excludes foreign currency gains
and losses incurred after October 31 (or December 31 if elected by the Fund) of any year in determining the amount
of ordinary taxable income for the current calendar year. The Fund will include foreign currency gains and losses
incurred after October 31 (or December 31) in determining ordinary taxable income for the succeeding calendar
year.

The Fund intends to make sufficient distributions of its ordinary taxable income and capital gain net income prior to
the end of each calendar year to avoid liability for the excise tax. Investors should note, however, that the Fund may
in certain circumstances be required to liquidate portfolio investments to make sufficient distributions to avoid
excise tax liability.

7. Sale, Exchange or Redemption of Shares

In general, you will recognize gain or loss on the sale, exchange or redemption of shares of the Fund in an amount
equal to the difference between the proceeds of the sale, exchange or redemption and your adjusted tax basis in the
shares. All or a portion of any loss so recognized may be disallowed if you purchase (for example, by reinvesting
dividends) other shares of the Fund within 30 days before or after the sale, exchange or redemption (also called
“wash sale”). If disallowed, the loss will be reflected in an upward adjustment to the basis of the shares purchased.
In general, any gain or loss arising from the sale, exchange or redemption of shares of the Fund will be considered
capital gain or loss and will be long-term capital gain or loss if the shares were held for longer than one year. Any
capital loss arising from the sale, exchange or redemption of shares held for six months or less, however, is treated
as a long-term capital loss to the extent of the amount of distributions of net capital gain received on such shares. In
determining the holding period of such shares for this purpose, any period during which your risk of loss is offset by
means of options, short sales or similar transactions is not counted. Capital losses in any year are deductible only to
the extent of capital gains plus, in the case of a non-corporate taxpayer, $3,000 of ordinary income.

8. Backup Withholding

The Fund will be required in certain cases to withhold U.S. federal income tax at federal backup withholding rate
(currently 28%) on distributions, and the proceeds of redemptions of shares, paid to any shareholder: (1) who has
failed to provide correct a taxpayer identification number; (2) who is subject to backup withholding by the IRS for
failure to report the receipt of interest or dividend income properly; or (3) who has failed to certify to the Fund that it
is not subject to backup withholding or that it is a corporation or other “exempt recipient.”

Backup withholding is not an additional tax; any amounts so withheld may be credited against your federal income
tax liability or refunded once the required information or certification is provided.

9. State and Local Taxes
The tax rules of the various states of the U.S. and their local jurisdictions with respect to an investment in the Fund
can differ from the U.S. federal income taxation rules described above. These state and local rules are not discussed

herein. You are urged to consult your tax advisers as to the consequences of state and local tax rules with respect to
an investment in the Fund.
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10. Foreign Income Tax

Income received by the Fund from sources within foreign countries may be subject to foreign income taxes withheld
at the source. The United States has entered into tax treaties with many foreign countries that may entitle the Fund to
a reduced rate of such taxes or exemption from taxes on such income. It is impossible to know the effective rate of
foreign tax in advance since the amount of the Fund’s assets to be invested within various countries cannot be
determined. If more than 50% of the value of the Fund’s total assets at the close of its taxable year consists of stocks
or securities of foreign corporations, the Fund will be eligible and intends to file an election with the Internal
Revenue Service to pass through to its shareholders the amount of foreign taxes paid by the Fund subject to certain
exceptions for qualified fund of funds structures. However, there can be no assurance, and it is not expected that the
Fund will be able to do so. Pursuant to this election, a shareholder will be required to (i) include in gross income (in
addition to taxable dividends actually received) his pro rata share of foreign taxes paid by the Fund, (ii) treat his pro
rata share of such foreign taxes as having been paid by him, and (iii) either deduct such pro rata share of foreign
taxes in computing his taxable income or treat such foreign taxes as a credit against U.S. federal income taxes.
Shareholders may be subject to rules which limit or reduce their ability to fully deduct, or claim a credit for, their
pro rata share of the foreign taxes paid by the Fund.
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Other Matters

Codes of Ethics

The Trust, the Adviser, the Sub-Adviser, and the Distributor have each adopted a code of ethics under Rule 17j-1 of
the 1940 Act which is designed to eliminate conflicts of interest between the Fund and personnel of the Trust, the
Adviser and the Distributor. The codes permit such personnel to invest in securities, including securities that may
be purchased or held by the Fund, subject to certain limitations.

Proxy Voting Procedures

The Board has adopted Proxy Voting Policies and Procedures (the “Policies”) on behalf of the Trust which delegate
the responsibility for voting proxies to the Adviser, subject to the Board’s continuing oversight. The Policies require
that the Adviser vote proxies received in a manner consistent with the best interests of each Fund and its
shareholders. The Policies also require the Adviser to present to the Board, at least annually, the Adviser’s Proxy
Voting Policies (the “Adviser’s Policy”) and a record of each proxy voted by the Adviser on behalf of each Fund,
including a report on the resolution of all proxies identified by the Adviser as involving a conflict of interest. The
Adviser has adopted a Proxy Voting Policy that underscores the Adviser’s concern that all proxies voting decisions
be made in the best interests of each Fund and to maximize portfolio values over time. The Adviser has delegated
the voting of proxies to the Sub-Adviser. The Sub-Adviser’s Proxy Voting Policy is attached as Appendix B.

The Trust is required to file Form N-PX, with the Fund’s complete proxy voting record for the 12 months ended

June 30th, no later than August 31st of each year. Form N-PX for the Fund is available without charge, upon
request, by calling toll-free (800) 441-7013 and on the SEC’s website at www.sec.gov.

Financial Statements

The Fund’s Annual Report to shareholders for the fiscal year ended December 31, 2010 is a separate document and
the financial statements, accompanying notes and report of the independent registered public accounting firm
appearing therein are incorporated by reference into this SAI.
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Appendix A — Description of Securities Ratings

Corporate Bonds (Including Convertible Bonds)

Moody’s

Aaa

Aa

Baa

Ba

Caa

Note

Bonds which are rated Aaa are judged to be of the best quality. They carry the smallest degree of
investment risk and are generally referred to as “gilt edged.” Interest payments are protected by a large or
by an exceptionally stable margin and principal is secure. While the various protective elements are likely
to change, such changes as can be visualized are most unlikely to impair the fundamentally strong position
of such issues.

Bonds which are rated Aa are judged to be of high quality by all standards. Together with the Aaa group
they comprise what are generally known as high-grade bonds. They are rated lower than the best bonds
because margins of protection may not be as large as in Aaa securities or fluctuation of protective elements
may be of greater amplitude or there may be other elements present, which make the long-term risk, appear
somewhat larger than the Aaa securities.

Bonds which are rated A possess many favorable investment attributes and are to be considered as upper-
medium-grade obligations. Factors giving security to principal and interest are considered adequate, but
elements may be present which suggest a susceptibility to impairment some time in the future.

Bonds which are rated Baa are considered as medium-grade obligations (i.e., they are neither highly
protected nor poorly secured). Interest payments and principal security appear adequate for the present but
certain protective elements may be lacking or may be characteristically unreliable over any great length of
time. Such bonds lack outstanding investment characteristics and in fact have speculative characteristics as
well.

Bonds, which are rated Ba, are judged to have speculative elements; their future cannot be considered as
well assured. Often the protection of interest and principal payments may be very moderate, and thereby
not well safeguarded during both good and bad times over the future. Uncertainty of position characterizes
bonds in this class.

Bonds which are rated B generally lack characteristics of the desirable investment. Assurance of interest
and principal payments or of maintenance of other terms of the contract over any long period of time may
be small.

Bonds which are rated Caa are of poor standing. Such issues may be in default or there may be present
elements of danger with respect to principal or interest. Ca Bonds which are rated Ca represent obligations
which are speculative in a high degree. Such issues are often in default or have other marked shortcomings.

Bonds which are rated C are the lowest rated class of bonds, and issues so rated can be regarded as having
extremely poor prospects of ever attaining any real investment standing.

Moody’s applies numerical modifiers 1, 2, and 3 in each generic rating classification from Aa through Caa.

The modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; the
modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that
generic rating category.
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S&P

AAA

AA

BBB

Note

BB

CCC

CcC

Note

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

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

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

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

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

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

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

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

An obligation rated CC is currently highly vulnerable to nonpayment.

The C rating may be used to cover a situation where a bankruptcy petition has been filed or similar action
has been taken, but payments on this obligation are being continued.

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

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

The “r” symbol is attached to the ratings of instruments with significant noncredit risks. It highlights risks
to principal or volatility of expected returns which are not addressed in the credit rating. Examples include:
obligations linked or indexed to equities, currencies, or commodities; obligations exposed to severe
prepayment risk-such as interest-only or principal-only mortgage securities; and obligations with unusually
risky interest terms, such as inverse floaters.
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Fitch

AAA

AA

BBB

BB

CCcC
CC,C

DDD
DD, D

Investment Grade

Highest credit quality. ‘AAA’ ratings denote the lowest expectation of credit risk. They are assigned only
in case of exceptionally strong capacity for timely payment of financial commitments. This capacity is
highly unlikely to be adversely affected by foreseeable events.

Very high credit quality. ‘AA’ ratings denote a very low expectation of credit risk. They indicate very
strong capacity for timely payment of financial commitments. This capacity is not significantly vulnerable
to foreseeable events.

High credit quality. ‘A’ ratings denote a low expectation of credit risk. The capacity for timely payment of
financial commitments is considered strong. This capacity may, nevertheless, be more vulnerable to
changes in circumstances or in economic conditions than is the case for higher ratings.

Good credit quality. ‘BBB’ ratings indicate that there is currently a low expectation of credit risk. The
capacity for timely payment of financial commitments is considered adequate, but adverse changes in
circumstances and in economic conditions are more likely to impair this capacity. This is the lowest
investment-grade category.

Speculative Grade

Speculative. ‘BB’ ratings indicate that there is a possibility of credit risk developing, particularly as the
result of adverse economic change over time; however, business or financial alternatives may be available
to allow financial commitments to be met. Securities rated in this category are not investment grade.

Highly speculative. ‘B’ ratings indicate that significant credit risk is present, but a limited margin of safety
remains. Financial commitments are currently being met; however, capacity for continued payment is
contingent upon a sustained, favorable business and economic environment.

High default risk. Default is a real possibility. Capacity for meeting financial commitments is solely
reliant upon sustained, favorable business or economic developments. A ‘CC’ rating indicates that default
of some kind appears probable. ‘C’ ratings signal imminent default.

Default. Securities are not meeting current obligations and are extremely speculative. ‘DDD’ designates
the highest potential for recovery of amounts outstanding on any securities involved. For U.S. corporates,
for example, ‘DD’ indicates expected recovery of 50% — 90% of such outstandings, and ‘D’ the lowest
recovery potential, i.e. below 50%.
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Preferred Stock

Moody’s

aaa

aa

baa

ba

Caa

ca

Note

S&P

AAA

AA

BBB

An issue which is rated “aaa” is considered to be a top-quality preferred stock. This rating indicates good
asset protection and the least risk of dividend impairment within the universe of preferred stocks.

An issue which is rated “aa” is considered a high- grade preferred stock. This rating indicates that there is a
reasonable assurance the earnings and asset protection will remain relatively well maintained in the
foreseeable future.

An issue which is rated “a” is considered to be an upper-medium grade preferred stock. While risks are
judged to be somewhat greater then in the “aaa” and “aa” classification, earnings and asset protection are,
nevertheless, expected to be maintained at adequate levels.

An issue which is rated “baa” is considered to be a medium-grade preferred stock, neither highly protected
nor poorly secured. Earnings and asset protection appear adequate at present but may be questionable over
any great length of time.

An issue which is rated “ba” is considered to have speculative elements and its future cannot be considered
well assured. Earnings and asset protection may be very moderate and not well safeguarded during adverse
periods. Uncertainty of position characterizes preferred stocks in this class.

An issue which is rated “b” generally lacks the characteristics of a desirable investment. Assurance of
dividend payments and maintenance of other terms of the issue over any long period of time may be small.

An issue which is rated “caa” is likely to be in arrears on dividend payments. This rating designation does
not purport to indicate the future status of payments.

An issue which is rated “ca” is speculative in a high degree and is likely to be in arrears on dividends with
little likelihood of eventual payments.

This is the lowest rated class of preferred or preference stock. Issues so rated can thus be regarded as
having extremely poor prospects of ever attaining any real investment standing.

Moody’s applies numerical modifiers 1, 2, and 3 in each rating classification: the modifier 1 indicates that
the security ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range
ranking and the modifier 3 indicates that the issue ranks in the lower end of its generic rating category.

This is the highest rating that may be assigned by Standard & Poor’s to a preferred stock issue and indicates
an extremely strong capacity to pay the preferred stock obligations.

A preferred stock issue rated AA also qualifies as a high-quality, fixed-income security. The capacity to
pay preferred stock obligations is very strong, although not as overwhelming as for issues rated AAA.

An issue rated A is backed by a sound capacity to pay the preferred stock obligations, although it is
somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions.

An issue rated BBB is regarded as backed by an adequate capacity to pay the preferred stock obligations.
Whereas it normally exhibits adequate protection parameters, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity to make payments for a preferred stock in this
category than for issues in the A category.
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BB

B, CCC Preferred stock rated BB, B, and CCC is regarded, on balance, as predominantly speculative with respect to

CcC

N.R.

Note

the issuer’s capacity to pay preferred stock obligations. BB indicates the lowest degree of speculation and
CCC the highest. While such issues will likely have some quality and protective characteristics, these are
outweighed by large uncertainties or major risk exposures to adverse conditions.

The rating CC is reserved for a preferred stock issue that is in arrears on dividends or sinking fund
payments, but that is currently paying.

A preferred stock rated C is a nonpaying issue.
A preferred stock rated D is a nonpaying issue with the issuer in default on debt instruments.

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

Plus (+) or minus (-). To provide more detailed indications of preferred stock quality, ratings from AA to

CCC may be modified by the addition of a plus or minus sign to show relative standing within the major
rating categories.
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Short Term Ratings

Moody’s

Moody’s employs the following three designations, all judged to be investment grade, to indicate the relative
repayment ability of rated issuers:

Prime-1 Issuers rated Prime-1 (or supporting institutions) have a superior ability for repayment of senior short-term

debt obligations. Prime-1 repayment ability will often be evidenced by many of the following
characteristics:

Leading market positions in well-established industries.

High rates of return on funds employed.

Conservative capitalization structure with moderate reliance on debt and ample asset protection.

Broad margins in earnings coverage of fixed financial charges and high internal cash generation.
Well-established access to a range of financial markets and assured sources of alternate liquidity.

Prime-2 Issuers rated Prime-2 (or supporting institutions) have a strong ability for repayment of senior short-term

debt obligations. This will normally be evidenced by many of the characteristics cited above but to a lesser
degree. Earnings trends and coverage ratios, while sound, may be more subject to variation. Capitalization
characteristics, while still appropriate, may be more affected by external conditions. Ample alternate
liquidity is maintained.

Prime-3 Issuers rated Prime-3 (or supporting institutions) have an acceptable ability for repayment of senior short-

Not
Prime

S&P

A-1

A-2

term obligations. The effect of industry characteristics and market compositions may be more pronounced.
Variability in earnings and profitability may result in changes in the level of debt protection measurements
and may require relatively high financial leverage. Adequate alternate liquidity is maintained.

Issuers rated Not Prime do not fall within any of the Prime rating categories.

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

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

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

A short-term obligation rated B is regarded as having significant speculative characteristics. The obligor
currently has the capacity to meet its financial commitment on the obligation; however, it faces major
ongoing uncertainties, which could lead to the obligor’s inadequate capacity to meet its financial
commitment on the obligation.

A short-term obligation rated C is currently vulnerable to nonpayment and is dependent upon favorable

business, financial, and economic conditions for the obligor to meet its financial commitment on the
obligation.
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Fitch

F1

F2

F3

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

Obligations assigned this rating have the highest capacity for timely repayment under Fitch’s national
rating scale for that country, relative to other obligations in the same country. This rating is automatically
assigned to all obligations issued or guaranteed by the sovereign state. Where issues possess a particularly
strong credit feature, a “+” is added to the assigned rating.

Obligations supported by a strong capacity for timely repayment relative to other obligors in the same
country. However, the relative degree of risk is slightly higher than for issues classified as ‘Al’ and
capacity for timely repayment may be susceptible to adverse changes in business, economic, or financial
conditions.

Obligations supported by an adequate capacity for timely repayment relative to other obligors in the same
country. Such capacity is more susceptible to adverse changes in business, economic, or financial
conditions than for obligations in higher categories.

Obligations for which the capacity for timely repayment is uncertain relative to other obligors in the same
country. The capacity for timely repayment is susceptible to adverse changes in business, economic, or
financial conditions.

Obligations for which there is a high risk of default to other obligors in the same country or which are in
default.
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Appendix B — Proxy Voting Procedures

HIMC PROXY VOTING POLICIES AND PROCEDURES

1. Instructions to bank custodians:

All custodian banks are to be notified that all proxy voting materials should be forwarded to HIMC upon receipt,
unless client has other instructions.

2. HIMC administrative responsibilities for proxy voting:

Upon receipt of proxy materials from custodian, the administrator will be responsible for all proxies for our clients.
Richard Frank will have overall administrative responsibility for proxy execution and record keeping.

A. Upon receipt of proxy materials, the proxy statement is to be stamp-dated and given to the account administrator;
B. The administrator will enter, by security, the following information into the "Proxy Voting Log Book":

1. client name
2. number of shares to be voted
3. date proxy received

C. The administrator will then examine the first client proxy statement that is received from a particular company to
determine if there are any non-routine issues to be voted which might impact on the economic interest of
shareholders (“shareholder impact issues"); if no such issues are identified, the proxies are to be voted for
management; if a stockholder impact issue is identified, the proxy statement is to be forwarded to the "Proxy
Committee" for instructions, along with a "Proxy Instruction Form" noting the voting deadline; it will continue to be
the administrator's responsibility to make sure all proxies are voted on time.

D. When the Proxy Committee completes its review of a "shareholder impact™ proxy statement, it will complete the
"Proxy Instruction Form™ which instructs how to vote and briefly identifies reasons for action. This form will be
given to the administrator who will then vote the proxy and will make the following entries in the Proxy Voting
Log:

If vote is for management, so note, along with a notation that the vote was approved by the Proxy Committee.

If any portion of the vote was against management, a brief description of the vote will be made.

All additional proxies received from the same company for all clients will be voted as the original without review by
the proxy committee unless specific client circumstances require otherwise.

E. After the proxy is voted, any Proxy Instruction Forms will be maintained in a separate file.
3. The Proxy Committee:

The Proxy Committee will consist of Richard Frank, Nick Gleysteen and Gerald Reid Jordan, any two of whom may
act on a proxy issue. Gerald R. Jordan, Jr. will be an advisory member and may substitute as necessary.

The Proxy Committee will review shareholder impact issues, and, in all cases, will give due consideration of the

appropriate vote in light of the economic interests of the shareholder. The economic interests of the shareholder are
to be evaluated in a judgmental manner considering any relevant facts and circumstances surrounding a proxy vote.
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