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FUND HISTORY

The fund is a continuously offered, non-diversified, closed-end management investment
company that is operated as an interval fund. The fund was organized as a Delaware statutory
trust on February 26, 2018. City National Rochdale, LLC (“City National Rochdale” or the
“Adviser”) is the fund’s investment adviser. The Adviser has engaged CIFC Investment
Management LLC (“CIFC” or the “Sub-Adviser”) as the fund’s sub-adviser.

USE OF PROCEEDS

The fund will invest the proceeds of the offering of shares in accordance with the fund’s
investment objective and principal investment strategies as stated in the Prospectus. It is
presently anticipated that the fund will be able to fully invest all of the proceeds according to
its investment objective and strategies within approximately three to six months after receipt
of the proceeds, depending on the amount and timing of proceeds available to the fund as well
as the availability of investments consistent with the fund’s investment objective and
strategies. Pending investment, all or a portion of the proceeds may be invested in U.S.
government securities or high grade, short-term money market instruments.

INVESTMENT PRACTICES AND POLICIES

The Prospectus presents the investment objective and the principal investment strategies and
risks of the fund. This section supplements the disclosure in the Prospectus and provides
additional information on the fund’s investment practices and policies.

Restrictions or policies stated as a maximum percentage of the fund’s assets are only applied
immediately after a portfolio investment to which the policy or restriction is applicable (other
than the limitation on borrowing). Accordingly, any later increase or decrease in a percentage
resulting from a change in values, net assets or other circumstances will not be considered in
determining whether the investment complies with the fund’s restrictions and policies. There
is no limit on the ability of the fund to make any type of investment or to invest in any type of
security, except as expressly stated in the Prospectus or in this SAI or as imposed by law.

The fund’s investment objective and, unless otherwise noted in the Prospectus or in this SAI,
its investment policies and techniques may be changed by the fund’s Board of Trustees
without approval of shareholders. A change in the investment objective or policies of the fund
may result in the fund having an investment objective or policies different from those which a
shareholder deemed appropriate at the time of investment.

INVESTMENT PRACTICES
Debt securities

The fund may invest in a variety of debt securities. The fund may have exposure to debt
securities of U.S. or foreign issuers. These debt securities may have fixed or floating interest
rates; may or may not be collateralized;



and may be below investment grade or, if unrated, determined by the Sub-Adviser to be of
comparable quality. The fund has no limits as to the maturity of debt securities in which the fund
may invest directly or indirectly or as to the market capitalization range of the issuers. The fund
does not have investment policies establishing specific maturity ranges for its investments which
may be within any maturity range (short, medium or long) depending on the Sub-Adviser’s
evaluation of investment opportunities available within the debt securities markets.

The values of debt securities (and other income-producing securities, such as preferred
securities and convertible securities) to which the fund is exposed change in response to
interest rate changes. In general, the value of a debt security is likely to fall as interest rates
rise. This risk is generally greater for obligations with longer maturities or for debt securities
that do not pay current interest (such as zero-coupon securities). Debt securities with floating
interest rates can be less sensitive to interest rate changes, although, to the extent the fund’s
income is based on short-term interest rates that fluctuate over short periods of time, income
received by the fund may decrease as a result of a decline in interest rates. In response to an
interest rate decline, debt securities that provide the issuer with the right to call or redeem the
security prior to maturity may be called or redeemed. If a debt security is repaid more quickly
than expected, the fund may not be able to reinvest the proceeds at the same interest rate,
reducing the potential for gain. When interest rates increase or for other reasons, debt
securities may be repaid more slowly than expected. As a result, the maturity of the debt
instrument is extended, increasing the potential for loss.

Interest rate changes can be sudden and unpredictable, and the fund may lose money if these
changes are not anticipated by the Adviser. A wide variety of factors can cause interest rates
to fluctuate (e.g., central bank monetary policies, inflation rates, general economic conditions,
and market developments) and debt securities may be difficult to value during such periods.
Continued economic recovery, the end of the U.S. Federal Reserve Board’s quantitative
easing program, and an increased likelihood of a rising interest rate environment increase the
risk that interest rates will continue to rise in the near future. Rising interest rates could have a
material adverse effect on prices for debt securities and on the management of the fund.

In addition, while debt securities markets have consistently grown over the past three decades,
the capacity for traditional dealer counterparties to engage in debt securities trading has not kept
pace and in some cases has decreased. As a result, dealer inventories of debt securities, which
provide a core indication of the ability of financial intermediaries to “make markets,” are at or
near historic lows in relation to market size. Because market makers provide stability to a
market through their intermediary services, any significant reduction in dealer inventories could
potentially lead to decreased liquidity and increased volatility in the debt securities markets.

Maturity and duration

The maturity of a fixed income security is a measure of the time remaining until the final
payment on the security is due. For simple fixed income securities, duration indicates the
average time at which the security’s cash flows are to be received. For simple fixed income
securities with interest payments occurring prior to the payment of
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principal, duration is always less than maturity. For example, a current coupon bullet bond
with a maturity of 3.5 years will have a duration of approximately three years. In general, the
lower the stated or coupon rate of interest of a fixed income security, the closer its duration
will be to its final maturity; conversely, the higher the stated or coupon rate of interest of a
fixed income security, the shorter its duration will be compared to its final maturity. The
determination of duration becomes more complex when fixed income securities with features
like floating coupon payments, optionality, prepayments, and structuring are evaluated. There
are differing methodologies for computing effective duration prevailing in the industry. As a
result, different investors may estimate duration differently.

Some principal risks of debt securities

Debt and fixed-income securities share three principal risks. First, the level of interest income
generated by a fund’s fixed income investments may decline due to a decrease in market
interest rates. If rates decline, when a fund’s fixed income securities mature or are sold, they
may be replaced by lower-yielding investments. Second, the values of fixed income securities
fluctuate with changes in interest rates. A decrease in interest rates will generally result in an
increase in the value of a fund’s fixed income investments. Conversely, during periods of
rising interest rates, the value of a fund’s fixed income investments will generally decline.
However, a change in interest rates will not have the same impact on all fixed rate securities.
For example, the magnitude of these fluctuations will generally be greater when a fund’s
duration or average maturity is longer. Third, certain fixed income securities are subject to
credit risk, which is the risk that an issuer of securities will be unable to pay principal and
interest when due, or that the value of the security will suffer because investors believe the
issuer is unable to pay.

Collateralized loan obligations

Collateralized loan obligations (“CLOs”) are a type of asset-backed security. A CLO is a
special purpose investment vehicle that issues debt and equity securities and primarily uses the
proceeds from such issuances to purchase senior secured corporate loans and, in the case of
European CLOs, senior secured loans and senior secured corporate bonds (together, “Senior
Secured Obligations” or “SSOs”) and other assets. CLOs offer investors access to diversified
pools of such assets, with term, non-recourse, non-mark-to-market leverage, which are
anticipated to provide a steady stream of current cash flows.

The debt issued by a CLO is divided into several tranches with different priority claims, which
represent different risk/return profiles. The equity tranches of CLOs (i.e., the junior-most tranches)
receive excess cash flow after the payment of interest on the more senior tranches (i.e., the debt
tranches), and other excess cash flow after the more senior tranches are repaid. The mezzanine
tranches of CLOs (and there are typically multiple mezzanine tranches with differing priorities)
are the most junior of the debt tranches. CLO equity and mezzanine tranches entail generally
higher risk (albeit different risks because the mezzanine tranches are structurally superior to the
equity tranche), with the potential for higher returns, than other tranches of CLO debt that are
more senior. CLO equity and mezzanine tranches are considered speculative with respect to
timely payment of distributions or investment and reinvestment or repayment of principal.
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The risks of an investment in a CLO depend largely on the type of the collateral securities and
the tranche of the CLO in which the fund invests. Normally, CLOs are privately offered and
sold, and thus, are not registered under the securities laws. As a result, investments in CLOs
may be characterized by the fund as illiquid securities. However, an active dealer market may
exist for CLOs allowing a CLO to qualify for Rule 144 A transactions. In addition to the risks
typically associated with fixed income securities discussed elsewhere in this SAI and the
Prospectus (e.g., interest rate risk and credit risk), CLOs carry additional risks including, but
not limited to: (i) the possibility that distributions from collateral securities will not be
adequate to make interest or other payments; (ii) the collateral may decline in value or default;
(ii1) the fund may invest in tranches of CLOs that are subordinate to other tranches; (iv) the
complex structure of the security may not be fully understood at the time of investment and
may produce disputes with the issuer or unexpected investment results; and (v) the CLO’s
manager may perform poorly.

Exposure to portfolios of Senior Secured Obligations

It is currently expected that the underlying investments held by CLOs in which the fund plans
to invest will primarily be Senior Secured Obligations. These SSOs are senior secured loans
made by banks or other institutions to leveraged, non-investment grade firms (or, in the case
of European CLOs, senior secured bonds issued by non-investment grade firms), in each case,
to finance mergers and acquisitions, recapitalizations, capital expenditures and general
corporate purposes. These loans (or bonds) are syndicated, or sold, to institutional investors.

Typically, SSOs will be floating rate in nature (usually London Interbank Offered Rate
(LIBOR) based) and will benefit from collateral protection, as well as, in some cases, financial
maintenance covenants. Financial maintenance covenants are intended to warn investors of
weakening performance and, when breached, may permit lenders to re-price the obligation or
take further action to protect their interests, a benefit generally unavailable to holders of high
yield bonds (which instead are protected by incurrence covenants).

SSOs are secured and typically hold the senior most position in the capital structure. Because
SSOs often are secured by a lien (which may be a first priority lien or a second priority lien)
on substantially all of the assets of the borrower and other relevant obligors and/or guarantors,
including receivables, inventory and property, plant and equipment, they must be repaid, to
the extent the relevant obligor is otherwise unable to do so, from the proceeds of such assets
before unsecured debt obligations (i.e., before the holders of most high yield bonds and

equity).

CLO equity

The equity tranches of CLOs have several potentially positive investment characteristics.
These characteristics include exposure to a diversified portfolio of SSOs and professional
management of such portfolio. In addition, the CLO structure provides term financing in
which the equity tranche investor risks only its upfront investment and the equity cash flow is
generally not subject to market price fluctuations of the underlying assets. Furthermore, new
CLOs permit an investor in their equity tranches to invest indirectly in SSOs using leverage.
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The equity tranche of a CLO also typically generates most of its total return from current
income, derived from its underlying SSOs.

CLO mezzanine tranches

The mezzanine tranches of CLOs offer potentially positive investment characteristics similar
to those of equity tranches of CLOs, generally with less risk (including less exposure to
defaults on the underlying assets) due to their structural superiority and a fixed return above a
benchmark interest rate (typically LIBOR) that protects the holder against rising interest rates.
In addition, the Adviser believes that investing in mezzanine tranches of CLOs may allow the
fund to earn attractive returns pending higher yielding investment opportunities and may
increase the fund’s negotiating position with CLO issuers by enabling the fund to submit
combination CLO mezzanine and equity tranche orders.

Warehouse Investments

Prior to a CLO closing and issuing CLO securities to CLO investors, in anticipation of such
CLO closing, a vehicle (often the future CLO issuer) will purchase and “warehouse” a portion
of the underlying loans (and, in the case of European CLOs, bonds) that will be held by such
CLO (the “Warehouse”). To finance the accumulation of these assets, a financing facility (a
“Warehouse Facility”) is opened, equitized either by the entity or affiliates of the entity that
will become the collateral manager of the CLO upon its closing and/or by third-party investors
that may or may not invest in the CLO. The period from the date such Warehouse is opened
and asset accumulation begins to the date the CLO closes is referred to as the “warehousing
period.” The fund may participate in SSOs during warehousing periods by providing equity
capital in support of Warehouses. In practice, a Warehouse Investment may be structured in a
variety of legal forms (typically determined by the bank engaged to underwrite the associated
CLO which will also typically be the provider of senior financing to the Warehouse),
including by subscribing for equity interests or a subordinated debt investment in a special
purpose vehicle that obtains a Warehouse Facility secured by the assets (primarily SSOs) that
are accumulated in anticipation of the related CLO.

Risk Retention Vehicles

The fund may invest in CLO debt and equity tranches and Warehouse Investments directly or
indirectly through an investment in U.S. and/or European vehicles (“Risk Retention
Vehicles”) established for the purpose of satisfying U.S. and/or E.U. regulations that require
eligible risk retainers to purchase and retain specified amounts of the credit risk associated
with certain CLOs, which vehicles themselves are invested in CLO securities, Warehouse
Investments, and/or Senior Secured Obligations.



The Risk Retention Vehicles in which the fund invests qualify as eligible risk retainers (i) under
Section 941 of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “U.S.
Retention Requirements’); and/or (ii) under applicable European risk retention requirements
including those promulgated under (a) Part Five of EU Regulation No. 575/2013 together with
any regulatory and/or implementing technical standards and guidance relating thereto as
amended, replaced or supplemented from time to time (“CRR Retention Requirements”); (b)
EU Directive 2011/61/EU (“AIFMD Retention Requirements”); and (c) Commission Delegated
Regulation (EU) 2015/35 (“Solvency II Retention Requirements” and, together with the CRR
Retention Requirements and the AIFMD Retention Requirements and other applicable
European risk retention rules, the “European Retention Requirements” and, together with the
U.S. Retention Requirements, the “Retention Requirements”). Such Risk Retention Vehicles
will be structured to satisfy the Retention Requirements by purchasing and retaining the
percentage of CLO notes prescribed under the applicable Retention Requirements (the
“Retention Notes”) and will include Risk Retention Vehicles with respect to CLOs managed by
other collateral managers, but will not include Risk Retention Vehicles with respect to CLOs for
which the Sub-Adviser acts as collateral manager.

In connection with satisfying the CRR Retention Requirements, it is expected that the fund
may invest indirectly in CLO equity securities (and possibly in some instances in more senior
CLO securities) and Warehouse Investments through an entity (the “Retaining Party”)
satisfying the CRR Retention Requirements and of which the fund has either a direct or
indirect equity ownership. If the Retaining Party is structured as an “originator” under the
CRR Retention Requirements, it would be required to commit: (a) either (i) to establish and
manage the relevant CLO, contributing some of the securitized obligations to the relevant
CLO on closing (typically 5 to 10% of the target par amount), or (ii) to establish the relevant
CLO and contribute over 50% of the total securitized obligations on the closing date and for
so long as the securities of the CLO are outstanding; and (b) in respect of the obligations
contributed by the Retaining Party to the relevant CLO, (i) to have been involved in the
original agreements which created such obligations, or (ii) to have purchased such obligations
for its own account prior to contributing them to the relevant CLO.

In connection with satisfying U.S. Retention Requirements, the fund may invest indirectly in
CLO equity securities (and possibly in some instances in more senior CLO securities) through
an investment in a CLO collateral manager (including a CLO collateral manager that has been
established for the purpose of complying with the U.S. Retention Requirements), an entity that
1s a majority-owned affiliate of a CLO collateral manager or an entity in which the collateral
manager or a person that directly or indirectly controls the collateral manager owns a
controlling financial interest under U.S. generally accepted accounting principles (“GAAP”).

Indirect investments in CLO equity securities (and in some instances more senior CLO
securities) and Warehouse Investments through entities that have been established to satisfy
the U.S. Retention Requirements and/or the European Retention Requirements may allow for
better economics for the fund (including through fee rebate arrangements) by creating stronger
negotiating positions with CLO managers and underwriting banks who are incentivized to
issue CLOs and who require the participation of a Risk Retention Vehicle to enable the
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CLO securities to be issued. However, Retention Notes differ from other securities of the
same ranking since the Retention Requirements prescribe that such Retention Notes must be
held by the relevant risk retainer for a specified period. In the case of European Risk Retention
Vehicles, the prescribed holding period is the lifetime of the CLO, and in the case of U.S. Risk
Retention Vehicles it is the longer of (x) the period until the CLO has paid down its securities
to 33% of their original principal amount, (y) the period until the CLO has sold down its assets
to 33% of their original principal amount and (z) two years after the closing of the CLO. In
addition, Retention Notes are subject to other restrictions not imposed on other securities of
the same ranking; for example, Retention Notes may not be subject to credit risk mitigation,
and breach of the retention requirements may result in the imposition of regulatory sanctions
or, in the case of the European Retention Requirements, in claims being brought against the
retaining party.

Structured notes and related instruments

“Structured” notes and other related instruments are privately negotiated debt obligations
where the principal and/or interest is determined by reference to the performance of a
benchmark asset, market or interest rate (an “embedded index’’), such as selected securities, an
index of securities or specified interest rates, or the differential performance of two assets or
markets, such as indexes reflecting bonds. Structured instruments may be issued by
corporations, including banks, as well as by governmental agencies and frequently are
assembled in the form of medium-term notes, but a variety of forms is available and may be
used in particular circumstances. The terms of such structured instruments normally provide
that their principal and/or interest payments are to be adjusted upwards or downwards (but
ordinarily not below zero) to reflect changes in the embedded index while the instruments are
outstanding. As a result, the interest and/or principal payments that may be made on a
structured product may vary widely, depending on a variety of factors, including the volatility
of the embedded index and the effect of changes in the embedded index on principal and/or
interest payments. The rate of return on structured notes may be determined by applying a
multiplier to the performance or differential performance of the referenced index(es) or other
asset(s). Application of a multiplier involves leverage that will serve to magnify the potential
for gain and the risk of loss. Investment in indexed securities and structured notes involves
certain risks, including the credit risk of the issuer and the normal risks of price changes in
response to changes in interest rates. Further, in the case of certain indexed securities or
structured notes, a decline in the reference instrument may cause the interest rate to be reduced
to zero, and any further declines in the reference instrument may then reduce the principal
amount payable on maturity. Finally, these securities may be less liquid than other types of
securities, and may be more volatile than their underlying reference instruments.



Loans

Loans are negotiated and underwritten by a bank or syndicate of banks and other institutional
investors. The fund may acquire an interest in loans through the primary market by acting as
one of a group of lenders of a loan. The primary risk in an investment in loans is that the
borrower may be unable to meet its interest and/or principal payment obligations. The
occurrence of such a default with regard to a loan in which the fund had invested would have
an adverse effect on the fund’s NAV. In addition, a sudden and significant increase in market
interest rates may cause a decline in the value of these investments and in the fund’s NAV.
Other factors, such as rating downgrades, credit deterioration, or large downward movement
in stock prices, a disparity in supply and demand of certain securities or market conditions that
reduce liquidity could reduce the value of loans, impairing the fund’s NAV. Loans may not be
considered “securities” for certain purposes and purchasers, such as the fund, therefore may
not be entitled to rely on the anti-fraud protections of the federal securities laws.

Loans in which the fund may invest may be collateralized or uncollateralized and senior or
subordinate. Investments in uncollateralized and/or subordinate loans entail a greater risk of
nonpayment than do investments in loans which hold a more senior position in the borrower’s
capital structure or that are secured with collateral. In the case of collateralized senior loans,
however, there is no assurance that sale of the collateral would raise enough cash to satisfy the
borrower’s payment obligation or that the collateral can or will be liquidated. As a result, the fund
might not receive payments to which it is entitled and thereby may experience a decline in the value
of its investment and its NAV. In the event of bankruptcy, liquidation may not occur and the court
may not give lenders the full benefit of their senior positions. If the terms of a senior loan do not
require the borrower to pledge additional collateral, the fund will be exposed to the risk that the
value of the collateral will not at all times equal or exceed the amount of the borrower’s obligations
under the senior loans. To the extent that a senior loan is collateralized by stock in the borrower or its
subsidiaries, such stock may lose all of its value in the event of bankruptcy of the borrower.

The fund may acquire loans of borrowers that are experiencing, or are more likely to
experience, financial difficulty, including loans of borrowers that have filed for bankruptcy
protection. Although loans in which the fund will invest generally will be secured by specific
collateral, there can be no assurance that liquidation of such collateral would satisfy the
borrower’s obligation in the event of nonpayment of scheduled interest or principal, or that
such collateral could be readily liquidated. In the event of bankruptcy of a borrower, the fund
could experience delays or limitations with respect to its ability to realize the benefits of the
collateral securing a senior loan.

In addition, the fund may have difficulty disposing of its investments in loans. The liquidity of
such securities is limited and the fund anticipates that such securities could be sold only to a
limited number of institutional investors. The lack of a liquid secondary market could have an
adverse impact on the value of such securities and on the fund’s ability to dispose of particular
loans when necessary to meet the fund’s liquidity needs or in response to a specific economic
event, such as a deterioration in the creditworthiness of the borrower. The lack of a liquid
secondary market for loans also may make it more difficult for the fund to assign a value to those
securities for purposes of valuing the fund’s investments and calculating its net asset value.
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The issuer of a loan may offer to provide material, non-public information about the issuer to
investors, such as the fund. The fund’s Adviser may avoid receiving this type of information
about the issuer of a loan either held by or considered for investment by the fund, because of
prohibitions on trading in securities of issuers while in possession of such information. The
decision not to receive material, non-public information may place the fund at a disadvantage,
relative to other loan investors, in assessing a loan or the loan’s issuer.

Floating rate loans

A floating rate loan is typically originated, negotiated and structured by a U.S. or foreign
commercial bank, insurance company, finance company or other financial institution for a
group of investors. The financial institution typically acts as an agent for the investors,
administering and enforcing the loan on their behalf. In addition, an institution, typically but
not always the agent, holds any collateral on behalf of the investors.

The interest rates are adjusted based on a base rate plus a premium or spread or minus a
discount. The base rate usually is the London Interbank Offered Rate (“LIBOR?”), the Federal
Reserve federal funds rate, the prime rate or other base lending rates used by commercial
lenders. LIBOR usually is an average of the interest rates quoted by several designated banks
as the rates at which they pay interest to major depositors in the London interbank market on
U.S. dollar-denominated deposits.

Floating rate loans include loans to corporations and institutionally traded floating rate debt
obligations issued by an asset-backed pool, and interests therein. The fund may invest in loans in
different ways. The fund may: (i) make a direct investment in a loan by participating as one of the
lenders; (ii) purchase an assignment of a loan; or (iii) purchase a participation interest in a loan.

Direct investment in loans

It can be advantageous to the fund to make a direct investment in a loan as one of the lenders.
When a new issue is purchased, such an investment is typically made at par. This means that
the fund receives a return at the full interest rate for the loan. Secondary purchases of loans
may be made at par, at a premium from par or at a discount from par. When the fund invests in
an assignment of, or a participation interest in, a loan, the fund may pay a fee or forgo a
portion of the interest payment. Consequently, the fund’s return on such an investment may be
lower than it would have been if the fund had made a direct investment in the underlying
corporate loan. The fund may be able, however, to invest in corporate loans only through
assignments or participation interests at certain times when reduced direct investment
opportunities in corporate loans may exist. At other times, however, such as recently,
assignments or participation interests may trade at significant discounts from par.

Assignments

An assignment represents a portion of a loan previously attributable to a different lender. The
purchaser of an assignment typically succeeds to all the rights and obligations under the loan
agreement of the assigning investor and becomes an investor under the loan agreement with
the same rights and obligations as the assigning investor. Assignments may, however, be
arranged through private negotiations between potential assignees and potential assignors, and
the rights and obligations acquired by the purchaser of an assignment may differ from, and be
more limited than, those held by the assigning investor.
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Participation interests

Participation interests are interests issued by a lender or other financial institution, which
represent a fractional interest in a corporate loan. The fund may acquire participation interests
from the financial institution or from another investor. The fund typically will have a
contractual relationship only with the financial institution that issued the participation interest.
As a result, the fund may have the right to receive payments of principal, interest and any fees
to which it is entitled only from the financial institution and only upon receipt by such entity
of such payments from the borrower. In connection with purchasing a participation interest,
the fund generally will have no right to enforce compliance by the borrower with the terms of
the loan agreement, nor any rights with respect to any funds acquired by other investors
through set-off against the borrower and the fund may not directly benefit from the collateral
supporting the loan in which it has purchased the participation interest. As a result, the fund
may assume the credit risk of both the borrower and the financial institution issuing the
participation interest. In the event of the insolvency of the financial institution issuing a
participation interest, the fund may be treated as a general creditor of such entity.

Other information about floating rate loans

Loans typically have a senior position in a borrower’s capital structure. The capital structure of a
borrower may include loans, senior unsecured loans, senior and junior subordinated debt, preferred
stock and common stock, typically in descending order of seniority with respect to claims on the
borrower’s assets. Although loans typically have the most senior position in a borrower’s capital
structure, they remain subject to the risk of non-payment of scheduled interest or principal.

Such non-payment would result in a reduction of income to the fund, a reduction in the value of
the investment and a potential decrease in the fund’s net asset value (“NAV”). There can be no
assurance that the liquidation of any collateral securing a loan would satisfy a borrower’s
obligation in the event of non-payment of scheduled interest or principal payments, or that such
collateral could be readily liquidated. In the event of bankruptcy of a borrower, the fund could
experience delays or limitations with respect to its ability to realize the benefits of the collateral
securing a loan. Although a loan may be senior to equity and other debt securities in an issuer’s
capital structure, such obligations may be structurally subordinated to obligations of the issuer’s
subsidiaries. For example, if a holding company were to issue a loan, even if that issuer pledges
the capital stock of its subsidiaries to secure the obligations under the loan, the assets of the
operating companies are available to the direct creditors of an operating company before they
would be available to the holders of the loan issued by the holding company.

In order to borrow money pursuant to a loan, a borrower will frequently, for the term of the
loan, pledge collateral, including but not limited to, (1) working capital assets, such as
accounts receivable and inventory; (i1) tangible fixed assets, such as real property, buildings
and equipment; (iii) intangible assets, such as trademarks and patent rights (but excluding
goodwill); and (iv) security interests in shares of stock of subsidiaries or affiliates. In the case
of loans made to non-public companies, the company’s shareholders or owners may provide
collateral in the form of secured guarantees and/or security interests in assets that they own. In
many instances, a loan may be secured only by stock in the borrower or its subsidiaries.
Collateral may consist of assets that may not be readily liquidated, and there is no assurance
that the liquidation of such assets would satisfy fully a borrower’s obligations under a loan.
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In the process of buying, selling and holding loans, the fund may receive and/or pay certain
fees. Any fees received are in addition to interest payments received and may include facility
fees, commitment fees, commissions and prepayment penalty fees. When the fund buys a loan
it may receive a facility fee and when it sells a loan it may pay a facility fee. On an ongoing
basis, the fund may receive a commitment fee based on the undrawn portion of the underlying
line of credit portion of a loan. In certain circumstances, the fund may receive a prepayment
penalty fee upon the prepayment of a loan by a borrower. Other fees received by the fund may
include covenant waiver fees and covenant modification fees.

A borrower must comply with various restrictive covenants contained in a loan agreement or
note purchase agreement between the borrower and the holders of the loan. Such covenants, in
addition to requiring the scheduled payment of interest and principal, may include restrictions
on dividend payments and other distributions to stockholders, provisions requiring the
borrower to maintain specific minimum financial ratios, and limits on total debt.

In a typical loan, the agent administers the terms of the loan agreement. In such cases, the
agent is normally responsible for the collection of principal and interest payments from the
borrower and the apportionment of these payments to the credit of all institutions that are
parties to the loan agreement. The fund will generally rely upon the agent or an intermediate
participant to receive and forward to the fund its portion of the principal and interest payments
on the loan. Furthermore, unless the fund has direct recourse against the borrower, the fund
will rely on the agent and the other investors to use appropriate credit remedies against the
borrower.

For some loans, such as revolving credit facility loans (“revolvers”), an investor may have
certain obligations pursuant to the loan agreement that may include the obligation to make
additional loans in certain circumstances. The fund generally will reserve against these
contingent obligations by segregating or otherwise designating a sufficient amount of
permissible liquid assets. Delayed draw term loans are similar to revolvers, except that once
drawn upon by the borrower during the commitment period, they remain permanently drawn
and become term loans. A prefunded L/C term loan is a facility created by the borrower in
conjunction with an agent, with the loan proceeds acting as collateral for the borrower’s
obligations in respect of the letters of credit. Each participant in a prefunded L/C term loan
fully funds its commitment amount to the agent for the facility.

The fund may acquire interests in loans that are designed to provide temporary or “bridge”
financing to a borrower pending the sale of identified assets or the arrangement of longer-term
loans or the issuance and sale of debt obligations. Bridge loans often are unrated. The fund
may also invest in loans of borrowers that have obtained bridge loans from other parties. A
borrower’s use of bridge loans involves a risk that the borrower may be unable to locate
permanent financing to replace the bridge loan, which may impair the borrower’s perceived
creditworthiness.
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From time to time, the Adviser and its affiliates may borrow money from various banks in
connection with their business activities. Such banks may also sell interests in loans to or
acquire them from the fund or may be intermediate participants with respect to loans in which
the fund owns interests. Such banks may also act as agents for loans held by the fund.

Floating rate investments

Floating rate investments are securities and other instruments with interest rates that adjust or
“float” periodically based on a specified interest rate or other reference and include repurchase
agreements, money market securities and shares of money market and short-term bond funds.
For purposes of the fund’s investment policies, the fund considers as floating rate instruments
adjustable rate securities, fixed rate securities with durations of less than or equal to one year
and funds that invest primarily in floating rate instruments.

Inverse floating rate securities

The fund may invest in inverse floating rate obligations. The interest on an inverse floater
resets in the opposite direction from the market rate of interest to which the inverse floater is
indexed. An inverse floater may be considered to be leveraged to the extent that its interest
rate varies by a magnitude that exceeds the magnitude of the change in the index rate of
interest. The higher degree of leverage inherent in inverse floaters is associated with greater
volatility in their market values.

Below investment grade securities

Below investment grade debt securities are those rated Ba/BB or lower or the equivalent rating
by at least one Nationally Recognized Statistical Rating Organization (“NRSRO”) or
determined to be of equivalent credit quality by the Adviser. See “Appendix A” for a
description of rating categories. The fund may invest in debt securities rated below investment
grade or, if unrated, of equivalent quality as determined by the Sub-Adviser. Below
investment grade securities, which are commonly referred to as “junk” bonds, have high risk,
speculative characteristics.
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The amount of high yield securities outstanding has proliferated as an increasing number of
issuers have used high yield securities for corporate financing. The recent economic downturn
has severely affected the ability of many highly leveraged issuers to service their debt
obligations or to repay their obligations upon maturity. Factors having an adverse impact on
the market value of lower quality securities will have an adverse effect on the fund’s NAV to
the extent that it invests in such securities. In addition, the fund may incur additional expenses
to the extent it is required to seek recovery upon a default in payment of principal or interest
on its portfolio holdings or to take other steps to protect its investment in an issuer.

The secondary market for high yield securities is not usually as liquid as the secondary market
for more highly rated securities, a factor which may have an adverse effect on the fund’s
ability to dispose of a particular security when necessary to meet its liquidity needs. Under
adverse market or economic conditions, such as those recently prevailing, the secondary
market for high yield securities could contract further, independent of any specific adverse
changes in the condition of a particular issuer. As a result, the fund could find it more difficult
to sell these securities or may be able to sell the securities only at prices lower than if such
securities were widely traded. Prices realized upon the sale of such lower rated or unrated
securities, under these and other circumstances, may be less than the prices used in calculating
the fund’s NAV.

Since generally greater risks are associated with lower quality debt securities of the type in
which the fund may invest, the yields and prices of such securities may tend to fluctuate more
than those for higher rated securities. In the lower quality segments of the debt securities
market, changes in perceptions of issuers’ creditworthiness tend to occur more frequently and
in a more pronounced manner than do changes in higher quality segments of the debt
securities market, resulting in greater yield and price volatility.

Lower rated and comparable unrated debt securities tend to offer higher yields than higher
rated securities with the same maturities because the historical financial condition of the
issuers of such securities may not have been as strong as that of other issuers. However, lower
rated securities generally involve greater risks of loss of income and principal than higher
rated securities.

For purposes of the fund’s credit quality policies, if a security receives different ratings from
two or more NRSROs, the fund will use the rating chosen by the Portfolio Managers as most
representative of the security’s credit quality. The ratings of NRSROs represent their opinions
as to the quality of the securities that they undertake to rate and may not accurately describe
the risks of the securities. An NRSRO may have a conflict of interest with respect to a security
for which it assigns a quality rating. In addition, there may be a delay between a change in the
credit quality of a security or other asset and a change in the quality rating assigned to the
security or other asset by an NRSRO. If an NRSRO changes the quality rating assigned to one
or more of the fund’s portfolio securities, the Sub-Adviser will consider if any action is
appropriate in light of the fund’s investment objective and strategies. An investor can still lose
significant amounts when investing in investment grade securities.
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OTHER INVESTMENTS
Mortgage-backed securities

Mortgage-backed securities may be issued or guaranteed by the U.S. government, its agencies
or instrumentalities, or private issuers such as banks, insurance companies, and savings and
loans. Some of these securities, such as Government National Mortgage Association (“Ginnie
Mae”) certificates, are backed by the full faith and credit of the U.S. Treasury while others,
such as Freddie Mac (formally known as the Federal Home Loan Mortgage Corporation) and
Fannie Mae (formally known as the Federal National Mortgage Association) certificates, are
not. The U.S. government has provided recent financial support to Fannie Mae and Freddie
Mac, but there can be no assurance that it will support these or other government-sponsored
entities in the future.

Mortgage-backed securities represent interests in a pool of mortgages. Principal and interest
payments made on the mortgages in the underlying mortgage pool are passed through to the
fund. These securities are often subject to more rapid repayment than their stated maturity
dates would indicate as a result of principal prepayments on the underlying loans. This can
result in significantly greater price and yield volatility than with traditional fixed-income
securities. During periods of declining interest rates, prepayments can be expected to
accelerate which will shorten these securities’ weighted average life and may lower their
return. Conversely, in a rising interest rate environment, a declining prepayment rate will
extend the weighted average life of these securities which generally would cause their values
to fluctuate more widely in response to changes in interest rates.

The value of these securities also may change because of changes in the market’s perception
of the creditworthiness of the federal agency or private institution that issued or guarantees
them. In addition, the mortgage securities market in general may be adversely affected by
changes in governmental regulation or tax policies.

Mortgage-backed securities that are issued or guaranteed by the U.S. government, its agencies
or instrumentalities, are not subject to the funds’ industry concentration restrictions, by virtue
of the exclusion from that test available to all U.S. government securities. In the case of
privately issued mortgage-related securities, the funds take the position that mortgage-related
securities do not represent interests in any particular “industry” or group of industries.
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As noted above, there are a number of important differences among the agencies and
instrumentalities of the U.S. government that issue mortgage related securities and among the
securities that they issue. Mortgage-related securities issued by Ginnie Mae include Ginnie
Mae Mortgage Pass-Through Certificates (also known as “Ginnie Maes”) which are
guaranteed as to the timely payment of principal and interest by Ginnie Mae and such
guarantee is backed by the full faith and credit of the U.S. Ginnie Mae is a wholly owned U.S.
government corporation within the Department of Housing and Urban Development. Ginnie
Mae certificates also are supported by the authority of Ginnie Mae to borrow funds from the
U.S. Treasury to make payments under its guarantee. Mortgage-related securities issued by
Fannie Mae include Fannie Mae Guaranteed Mortgage Pass-Through Certificates (also known
as “Fannie Maes”) which are solely the obligations of Fannie Mae and are not backed by or
entitled to the full faith and credit of the U.S. Fannie Mae is a government-sponsored
organization owned entirely by private stockholders. Fannie Maes are guaranteed as to the
timely payment of the principal and interest by Fannie Mae. Mortgage-related securities
issued by Freddie Mac include Freddie Mac Mortgage Participation Certificates (also known
as “Freddie Macs” or “PCs”). Freddie Mac is a corporate instrumentality of the U.S., created
pursuant to an Act of Congress, which is owned entirely by Federal Home Loan Banks.
Freddie Macs are not guaranteed by the U.S. or by any Federal Home Loan Banks and do not
constitute a debt or obligation of the U.S. or of any Federal Home Loan Bank. Freddie Macs
entitle the holder to the timely payment of interest, which is guaranteed by Freddie Mac.
Freddie Mac guarantees either ultimate collection or the timely payment of all principal
payments on the underlying mortgage loans. When Freddie Mac does not guarantee timely
payment of principal, Freddie Mac may remit the amount due on account of its guarantee of
ultimate payment of principal at any time after default on an underlying mortgage, but in no
event later than one year after it becomes payable.

CMOs, which are debt obligations collateralized by mortgage loans or mortgage pass-through
securities, provide the holder with a specified interest in the cash flow of a pool of underlying
mortgages or other mortgage-backed securities. Issuers of CMOs frequently elect to be taxed
as pass-through entities known as real estate mortgage investment conduits. CMOs are issued
in multiple classes, each with a specified fixed or floating interest rate and a final distribution
date. The relative payment rights of the various CMO classes may be structured in many
ways. In most cases, however, payments of principal are applied to the CMO classes in the
order of their respective stated maturities, so that no principal payments will be made on a
CMO class until all other classes having an earlier stated maturity date are paid in full. The
classes may include accrual certificates (also known as “Z-Bonds”), which only accrue
interest at a specified rate until other specified classes have been retired and are converted
thereafter to interest-paying securities. They may also include planned amortization classes
which generally require, within certain limits, that specified amounts of principal be applied
on each payment date, and generally exhibit less yield and market volatility than other classes.
In many cases, CMOs are issued or guaranteed by the U.S. government or its agencies or
instrumentalities or may be collateralized by a fund of mortgages or mortgage-related
securities guaranteed by such an agency or instrumentality. Certain CMOs in which the fund
may invest are not guaranteed by the U.S. government or its agencies or instrumentalities.
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Stripped Mortgage-Backed Securities (“SMBS”) are derivative multi-class mortgage
securities. SMBS may be issued by agencies or instrumentalities of the U.S. government, or
by private originators of, or investors in, mortgage loans, including savings and loan
associations, mortgage banks, commercial banks, investment banks and special purpose
entities of the foregoing.

SMBS are usually structured with two classes that receive different proportions of the interest and
principal distributions on a pool of mortgage assets. A common type of SMBS will have one class
receiving some of the interest and most of the principal from the mortgage assets, while the other
class will receive most of the interest and the remainder of the principal. In the most extreme case,
one class will receive all of the interest (the “IO” class), while the other class will receive all of the
principal (the principal-only or “PO” class). The yield to maturity on an IO class is extremely
sensitive to the rate of principal payments (including prepayments) on the related underlying
mortgage assets, and a rapid rate of principal payments may have a material adverse effect on the
fund’s yield to maturity from these securities. If the underlying mortgage assets experience greater
than anticipated prepayments of principal, the fund may fail to recoup some or all of its initial
investment in these securities even if the security is in one of the highest rating categories.

The repayment of certain mortgage-related securities depends primarily on the cash collections
received from the issuer’s underlying asset portfolio and, in certain cases, the issuer’s ability to
issue replacement securities (such as asset-backed commercial paper). As a result, the fund
could experience losses in the event of credit or market value deterioration in the issuer’s
underlying portfolio, mismatches in the timing of the cash flows of the underlying asset interests
and the repayment obligations of maturing securities, or the issuer’s inability to issue new or
replacement securities. This is also true for other asset-backed securities. Upon the occurrence
of certain triggering events or defaults, the investors in a security held by the fund may become
the holders of underlying assets at a time when those assets may be difficult to sell or may be
sold only at a loss. If mortgage-backed securities or asset-backed securities are bought at a
discount, however, both scheduled payments of principal and unscheduled prepayments will
increase current and total returns and will accelerate the recognition of income.

Unlike mortgage-backed securities issued or guaranteed by the U.S. government or one of its
sponsored entities, mortgage-backed securities issued by private issuers do not have a
government or government-sponsored entity guarantee, but may have credit enhancement
provided by external entities such as banks or financial institutions or achieved through the
structuring of the transaction itself. Examples of such credit support arising out of the
structure of the transaction include the issue of senior and subordinated securities (e.g., the
issuance of securities by a special purpose vehicle in multiple classes or “tranches,” with one
or more classes being senior to other subordinated classes as to the payment of principal and
interest, with the result that defaults on the underlying mortgage loans are borne first by the
holders of the subordinated class); creation of “reserve funds” (in which case cash or
investments, sometimes funded from a portion of the payments on the underlying mortgage
loans, are held in reserve against future losses); and “over-collateralization” (in which case the
scheduled payments on, or the principal amount of, the underlying mortgage loans exceeds
that required to make payment of the securities and pay any servicing or other fees). However,
there can be no guarantee that credit enhancements, if any, will be sufficient to prevent losses
in the event of defaults on the underlying mortgage loans. The fund may also buy mortgage-
backed securities without insurance or guarantees.
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If the fund purchases subordinated mortgage-backed securities, the payments of principal and
interest on the fund’s subordinated securities generally will be made only after payments are
made to the holders of securities senior to the fund’s securities. Therefore, if there are defaults
on the underlying mortgage loans, the fund will be less likely to receive payments of principal
and interest, and will be more likely to suffer a loss. Privately issued mortgage-backed
securities are not traded on an exchange and there may be a limited market for the securities,
especially when there is a perceived weakness in the mortgage and real estate market sectors.
Without an active trading market, mortgage-backed securities held in the fund may be
particularly difficult to value because of the complexities involved in assessing the value of
the underlying mortgage loans.

In addition, mortgage-backed securities that are issued by private issuers are not subject to the
underwriting requirements for the underlying mortgages that are applicable to those mortgage-
backed securities that have a government or government-sponsored entity guarantee. As a
result, the mortgage loans underlying private mortgage-backed securities may, and frequently
do, have less favorable collateral, credit risk or other underwriting characteristics than
government or government-sponsored mortgage-backed securities and have wider variances in
a number of terms including interest rate, term, size, purpose and borrower characteristics.
Privately issued pools more frequently include second mortgages, high loan-to-value
mortgages and manufactured housing loans. The coupon rates and maturities of the underlying
mortgage loans in a private-label mortgage-backed securities pool may vary to a greater extent
than those included in a government guaranteed pool, and the pool may include subprime
mortgage loans. Subprime loans refer to loans made to borrowers with weakened credit
histories or with a lower capacity to make timely payments on their loans. For these reasons,
the loans underlying these securities have had, in many cases, higher default rates than those
loans that meet government underwriting requirements.

The risk of non-payment is greater for mortgage-backed securities that are backed by
mortgage pools that contain subprime loans, but a level of risk exists for all loans. Market
factors adversely affecting mortgage loan repayments may include a general economic
turndown, high unemployment, a general slowdown in the real estate market, a drop in the
market prices of real estate, or an increase in interest rates resulting in higher mortgage
payments by holders of adjustable rate mortgages.

The funds may invest in mortgage-related securities issued or guaranteed by the U.S.
government, its agencies and instrumentalities, and by private issuers entities, provided,
however, that to the extent that the fund purchases mortgage-related securities from such
issuers which may, solely for purposes of the 1940 Act, be deemed to be investment
companies, the fund’s investment in such securities will be subject to the limitations on its
investment in investment company securities.
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Other asset-backed securities

Asset-backed securities are generally issued as pass-through certificates, which represent
undivided fractional ownership interests in the underlying pool of assets, or as debt
instruments, which are generally issued as the debt of a special purpose entity organized solely
for the purpose of owning such assets and issuing such debt. The pool of assets generally
represents the obligations of a number of different parties.

Asset-backed securities have many of the same characteristics and risks as the mortgage-
backed securities described above, except that asset-backed securities may be backed by
non-real-estate loans, leases or receivables such as auto, credit card or home equity loans.

Non-mortgage asset-backed securities are not issued or guaranteed by the U.S. government or
its agencies or government-sponsored entities; however, the payment of principal and interest
on such obligations may be guaranteed up to certain amounts and for a certain time period by
a letter of credit issued by a financial institution (such as a bank or insurance company) which
may be affiliated or unaffiliated with the issuers of such securities. In addition, such securities
generally will have remaining estimated lives at the time of purchase of five years or less.

Asset-backed securities frequently carry credit protection in the form of extra collateral,
subordinated certificates, cash reserve accounts, letters of credit or other enhancements. Assets
which, to date, have been used to back asset-backed securities include motor vehicle
installment sales contracts or installment loans secured by motor vehicles, and receivables
from revolving credit (credit card) agreements. Other types of asset-backed securities include
those that represent interest in pools of corporate bonds (such as collateralized bond
obligations or “CBOs”), bank loans (such as CLOs as discussed above) and other debt
obligations (such as collateralized debt obligations or “CDOs”).

Asset-backed security values may also be affected by factors such as changes in interest rates,
the availability of information concerning the pool and its structure, the creditworthiness of
the servicing agent for the loan pool, the originator of the loans, or the financial institution
providing any credit enhancement and the exhaustion of any credit enhancement. The risks of
investing in asset-backed securities depend upon payment of the underlying loans by the
individual borrowers (i.e., the backing asset). In its capacity as purchaser of an asset-backed
security, the fund would generally have no recourse to the entity that originated the loans in
the event of default by the borrower. If a letter of credit or other form of credit enhancement is
exhausted or otherwise unavailable, holders of asset-backed securities may experience delays
in payments or losses if the full amounts due on underlying assets are not realized. Asset-
backed securities may also present certain additional risks related to the particular type of
collateral. For example, 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. Asset-backed securities are also subject to prepayment risk, which
may shorten the weighted average life of such securities and may lower their return. In
addition, asset backed securities are subject to risks similar to those associated with mortgage-
backed securities, as well as additional risks associated with the nature of the assets and the
servicing of those assets.
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Asset-backed securities are relatively new and untested instruments and may be subject to
greater risk of default during periods of economic downturn than other securities, which could
result in possible losses to the fund. In addition, the secondary market for asset-backed
securities may not be as liquid as the market for other securities, which may result in the fund
experiencing difficulty in valuing asset-backed securities.

Corporate debt

The fund may invest in corporate debt securities of U.S. issuers and foreign issuers, and/or it may
hold its assets in these securities for cash management purposes. The investment return of
corporate debt securities reflects interest earnings and changes in the market value of the security.
The market value of a corporate debt obligation may be expected to rise and fall inversely with
interest rates generally. There also exists the risk that the issuers of the securities may not be able
to meet their obligations on interest or principal payments at the time called for by an instrument.
The fund’s investments in U.S. dollar or foreign currency-denominated corporate debt securities
of domestic or foreign issuers are limited to corporate debt securities (corporate bonds, debentures,
notes and other similar corporate debt instruments, including convertible securities) that meet the
minimum ratings criteria set forth for the fund, or, if unrated, are in the Sub-Adviser’s opinion
comparable in quality to corporate debt securities in which the fund may invest. Corporate
income-producing securities may include forms of preferred or preference stock. The interest rate
on a corporate debt security may be fixed, floating or variable, and may vary inversely with
respect to a reference rate. The rate of return or return of principal on some debt obligations may
be linked or indexed to the level of exchange rates between the U.S. dollar and a foreign currency
or currencies. Corporate debt securities may be acquired with warrants attached. Securities rated
Baa by Moody’s, BBB by S&P and BBB by Fitch are the lowest which are considered
“investment grade” obligations. Moody’s describes securities rated Baa as “medium-grade”
obligations; they are subject to moderate credit risk and as such may possess certain speculative
characteristics. S&P describes securities rated BBB as “having adequate capacity to meet financial
commitments, however, adverse economic conditions or changing circumstances are more likely
to lead to a weakened capacity of the obligor to meet its financial commitments.” For securities
rated BBB, Fitch states that “.... expectations of default risk are currently low... capacity for
payment of financial commitments is considered adequate, but adverse business or economic
conditions are more likely to impair this capacity.”

Commercial paper

The fund may purchase commercial paper. Commercial paper refers to short-term unsecured
promissory notes issued by commercial and industrial corporations to finance their current
operations. Commercial paper may be issued at a discount and redeemed at par, or issued at
par with interest added at maturity. The interest or discount rate depends on general interest
rates, the credit standing of the issuer, and the maturity of the note, and generally moves in
tandem with rates on large CDs and Treasury bills. An established secondary market exists for
commercial paper, particularly that of stronger issuers rated by Moody’s Investors Service
(“Moody’s”) and Standard & Poor’s Rating Group (“S&P”). Investments in commercial paper
are subject to the risks that general interest rates will rise, that the credit standing or rating of
the issuer will fall, or that the secondary market in the issuer’s notes will become too limited
to permit their liquidation at a reasonable price.
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Commercial paper includes asset-backed commercial paper (“ABCP”) that is issued by structured
investment vehicles or other conduits. These conduits may be sponsored by mortgage companies,
investment banking firms, finance companies, hedge funds, private equity firms and special purpose
finance entities. ABCP typically refers to a debt security with an original term to maturity of up to 270
days, the payment of which is supported by cash flows from underlying assets, or one or more liquidity
or credit support providers, or both. Assets backing ABCP, which may be included in revolving pools
of assets with large numbers of obligors, include credit card, car loan and other consumer receivables
and home or commercial mortgages, including subprime mortgages. The repayment of ABCP issued
by a conduit depends primarily on the cash collections received from the conduit’s underlying asset
portfolio and the conduit’s ability to issue new ABCP. Therefore, there could be losses to the fund in
the event of credit or market value deterioration in the conduit’s underlying portfolio, mismatches in
the timing of the cash flows of the underlying asset interests and the repayment obligations of maturing
ABCEP, or the conduit’s inability to issue new ABCP. To protect investors from these risks, ABCP
programs may be structured with various protections, such as credit enhancement, liquidity support,
and commercial paper stop-issuance and wind-down triggers. However, there can be no guarantee that
these protections will be sufficient to prevent losses to investors in ABCP.

Some ABCP programs provide for an extension of the maturity date of the ABCP if, on the related
maturity date, the conduit is unable to access sufficient liquidity by issuing additional ABCP. This
may delay the sale of the underlying collateral and the fund may incur a loss if the value of the
collateral deteriorates during the extension period. Alternatively, if collateral for ABCP
deteriorates in value, the collateral may be required to be sold at inopportune times or at prices
insufficient to repay the principal and interest on the ABCP. ABCP programs may provide for the
issuance of subordinated notes as an additional form of credit enhancement. The subordinated
notes are typically of a lower credit quality and have a higher risk of default. The fund will
therefore have a higher likelihood of loss than investors in the senior notes.

U.S. government obligations

U.S. government securities include (1) U.S. Treasury bills (maturity of one year or less), U.S. Treasury
notes (maturity of one to ten years) and U.S. Treasury bonds (maturities generally greater than ten
years) and (2) obligations issued or guaranteed by U.S. government agencies or instrumentalities
which are supported by any of the following: (a) the full faith and credit of the U.S. government (such
as Ginnie Mae certificates); (b) the right of the issuer to borrow an amount limited to a specific line of
credit from the U.S. government (such as obligations of the Federal Home Loan Banks); (c) the
discretionary authority of the U.S. government to purchase certain obligations of agencies or
instrumentalities (such as securities issued by Fannie Mae); or (d) only the credit of the instrumentality
(such as securities issued by Freddie Mac). U.S. government securities include issues by
non-governmental entities (like financial institutions) that carry direct guarantees from U.S.
government agencies as part of government initiatives in response to the market crisis or otherwise. In
the case of obligations not backed by the full faith and credit of the United States, the fund must look
principally to the agency or instrumentality issuing or guaranteeing the obligation for ultimate
repayment and may not be able to assert a claim against the United States itself in the event the agency
or instrumentality does not meet its commitments. The U.S. government has, however, provided
financial support to Fannie Mae and Freddie Mac, which are currently being operated under the
conservatorship of the Federal Housing Finance Agency, but there can be no assurances that it will
support these or other government-sponsored entities in the future. Neither the U.S. government nor
any of its agencies or instrumentalities guarantees the market value of the securities it issues.
Therefore, the market value of such securities will fluctuate in response to changes in interest rates.
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Non-U.S. investments

The fund may invest without limitation in securities of non-U.S. issuers, including securities
of emerging market issuers. Non-U.S. issuers are issuers that are organized and have their
principal offices outside of the United States. Non- U.S. securities may be issued by non-U.S.
governments, banks or corporations, or private issuers, and certain supranational
organizations, such as the World Bank and the European Union. The fund expects that a
majority of its investments in CLOs will consist of securities of non-U.S. issuers.

Debt obligations of non-U.S. governments

The fund may invest in all types of debt obligations of non-U.S. governments. An investment
in debt obligations of non-U.S. governments and their political subdivisions (sovereign debt)
involves special risks that are not present in corporate debt obligations. The non-U.S. issuer of
the sovereign debt or the non-U.S. governmental authorities that control the repayment of the
debt may be unable or unwilling to repay principal or interest when due, and the fund may
have limited recourse in the event of a default. As a sovereign entity, the issuing government
may be immune from lawsuits in the event of its failure or refusal to pay the obligations when
due. During periods of economic uncertainty (such as the financial crisis that began in 2008),
the values of sovereign debt and of securities of issuers that purchase sovereign debt may be
more volatile than prices of debt obligations of U.S. issuers. In the past, certain non-U.S.
countries have encountered difficulties in servicing their debt obligations, withheld payments
of principal and interest, declared moratoria on the payment of principal and interest on their
sovereign debt, or restructured their debt to effectively eliminate portions of it, and similar
occurrences may happen in the future. There is no bankruptcy proceeding by which sovereign
debt on which governmental entities have defaulted may be collected in whole or in part.

A sovereign debtor’s willingness or ability to repay principal and pay interest in a timely
manner may be affected by, among other factors, its cash flow situation, the extent of its
foreign currency reserves, the availability of sufficient foreign exchange, the relative size of
the debt service burden, the sovereign debtor’s policy toward its principal international lenders
and local political constraints. Sovereign debtors may also be dependent on disbursements or
assistance from non-U.S. governments, multinational agencies and other entities to reduce
principal and interest arrearages on their debt. Assistance may be dependent on a country’s
implementation of austerity measures and reforms, which measures may limit or be perceived
to limit economic growth and recovery. The failure of a sovereign debtor to implement
economic reforms, achieve specified levels of economic performance or repay principal or
interest when due may result in the cancellation of third-party commitments to lend funds to
the sovereign debtor, which may further impair such debtor’s ability or willingness to service
its debts.
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Equity securities of non-U.S. issuers

The fund may invest in equity securities of non-U.S. issuers, including American Depositary
Receipts (“ADRs”), European Depositary Receipts (“EDRs”), Global Depositary Receipts
(“GDRs”) and other similar instruments. Generally, ADRs in registered form are designed for
use in U.S. securities markets, and EDRs and GDRs and other similar global instruments in
bearer form are designed for use in non-U.S. securities markets.

ADRs are denominated in U.S. dollars and represent an interest in the right to receive
securities of non-U.S. issuers deposited in a U.S. bank or correspondent bank. ADRs do not
eliminate all the risk inherent in investing in the securities of non-U.S. issuers. However, by
investing in ADRs rather than directly in equity securities of non-U.S. issuers, the fund will
avoid currency risks during the settlement period for either purchases or sales. EDRs and
GDRs are not necessarily denominated in the same currency as the underlying securities
which they represent.

For purposes of the fund’s investment policies, investments in ADRs, EDRs, GDRs and
similar instruments will be deemed to be investments in the underlying equity securities of
non-U.S. issuers. The fund may acquire depositary receipts from banks that do not have a
contractual relationship with the issuer of the security underlying the depositary receipt to
issue and secure such depositary receipt. To the extent the fund invests in such unsponsored
depositary receipts there may be an increased possibility that the fund may not become aware
of events affecting the underlying security and thus the value of the related depositary receipt.
In addition, certain benefits (i.e., rights offerings) which may be associated with the security
underlying the depositary receipt may not inure to the benefit of the holder of such depositary
receipt.

Investments in emerging markets

The fund may invest in securities of issuers in countries with emerging economies or
securities markets. Emerging economies or securities markets will generally include, but not
be limited to, countries included in the Morgan Stanley Capital International (MSCI)
Emerging & Frontier Markets Index. The fund will generally focus on emerging markets that
do not impose unusual trading requirements which tend to restrict the flow of investments. In
addition, the fund may invest in unquoted securities of emerging market issuers.
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Risks of non-U.S. investments

Investing in securities of non-U.S. issuers involves considerations and risks not typically associated
with investing in the securities of issuers in the U.S. These risks are heightened with respect to
investments in countries with emerging markets and economies. The risks of investing in securities
of non-U.S. issuers generally, or in issuers with significant exposure to non-U.S. markets, may be
related, among other things, to (i) differences in size, liquidity and volatility of, and the degree and
manner of regulation of, the securities markets of certain non-U.S. markets compared to the
securities markets in the U.S.; (ii) economic, political and social factors; and (iii) foreign exchange
matters, such as restrictions on the repatriation of capital, fluctuations in exchange rates between the
U.S. dollar and the currencies in which the portfolio securities are quoted or denominated, exchange
control regulations and costs associated with currency exchange. The political and economic
structures in certain countries, particularly emerging markets, may undergo significant evolution and
rapid development, and such countries may lack the social, political and economic stability
characteristic of more developed countries.

Non-U.S. securities markets and regulations. There may be less publicly available information about
non-U.S. markets and issuers than is available with respect to U.S. securities and issuers. Non-U.S.
companies generally are not subject to accounting, auditing and financial reporting standards, practices
and requirements comparable to those applicable to U.S. companies. The trading markets for most
non-U.S. securities are generally less liquid and subject to greater price volatility than the markets for
comparable securities in the U.S. The markets for securities in certain emerging markets are in the
earliest stages of their development. Even the markets for relatively widely traded securities in certain
non-U.S. markets, including emerging market countries, may not be able to absorb, without price
disruptions, a significant increase in trading volume or trades of a size customarily undertaken by
institutional investors in the U.S. Additionally, market making and arbitrage activities are generally
less extensive in such markets, which may contribute to increased volatility and reduced liquidity. The
less liquid a market, the more difficult it may be for the fund to accurately price its portfolio securities
or to dispose of such securities at the times determined by the Adviser to be appropriate. The risks
associated with reduced liquidity may be particularly acute in situations in which the fund’s operations
require cash, such as in order to meet redemptions and to pay its expenses.

Economic, political and social factors. Certain countries, including emerging markets, may be
subject to a greater degree of economic, political and social instability than in the U.S. and
Western European countries. Such instability may result from, among other things:

(i) authoritarian governments or military involvement in political and economic decision making;
(i1) popular unrest associated with demands for improved economic, political and social
conditions; (iii) internal insurgencies; (iv) hostile relations with neighboring countries; and

(v) ethnic, religious and racial conflict. Such economic, political and social instability could
significantly disrupt the financial markets in such countries and the ability of the issuers in such
countries to repay their obligations. In addition, it may be difficult for the fund to pursue claims
against a foreign issuer in the courts of a foreign country. Investing in emerging market countries
also involves the risk of expropriation, nationalization, confiscation of assets and property or the
imposition of restrictions on foreign investments and on repatriation of capital invested. In the
event of such expropriation, nationalization or other confiscation in any emerging country, the
fund could lose its entire investment in that country.

Investments that have exposure to Russian or Ukrainian issuers or markets may be significantly
affected by continuing instability in Ukraine and economic sanctions against Russia, and other
responses to these events by the United States and other nations.
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Certain emerging market countries restrict or control foreign investment in their securities markets to
varying degrees. These restrictions may limit the fund’s investment in those markets and may increase
the expenses of the fund. In addition, the repatriation of both investment income and capital from
certain markets is subject to restrictions such as the need for certain governmental consents. Even
where there is no outright restriction on repatriation of capital, the mechanics of repatriation may affect
certain aspects of the fund’s operation.

Economies in individual countries may differ favorably or unfavorably from the U.S. economy in such
respects as growth of gross domestic product, rates of inflation, currency valuation, capital reinvestment,
resource self-sufficiency and balance of payments positions. Many countries have experienced substantial,
and in some cases extremely high, rates of inflation for many years. Inflation and rapid fluctuations in
inflation rates have had, and may continue to have, very negative effects on the economies and securities
markets of certain emerging countries.

Unanticipated political or social developments may affect the values of the fund’s investments and the
availability to the fund of additional investments in such countries. In the past, the economies,
securities and currency markets of many emerging markets have experienced significant disruption and
declines. There can be no assurance that these economic and market disruptions might not occur again.

Economies in emerging market countries generally are dependent heavily upon international trade and,
accordingly, have been and may continue to be affected adversely by trade barriers, exchange controls,
managed adjustments in relative currency values and other protectionist measures imposed or negotiated
by the countries with which they trade. These economies also have been, and may continue to be,
affected adversely and significantly by economic conditions in the countries with which they trade.

Some countries in Europe have experienced severe economic and financial difficulties. Many
non-governmental issuers, and even certain governments, have defaulted on, or been forced to restructure,
their debts; many other issuers have faced difficulties obtaining credit or refinancing existing obligations;
financial institutions have in many cases required government or central bank support, have needed to raise
capital, and/or have been impaired in their ability to extend credit; and financial markets in Europe and
elsewhere have experienced extreme volatility and declines in asset values and liquidity. These difficulties
may continue, worsen or spread within and beyond Europe. Responses to the financial problems by
European governments, central banks and others, including austerity measures and reforms, may not work,
may result in social unrest and may limit future growth and economic recovery or have other unintended
consequences. Further defaults or restructurings by governments and others of their debt could have
additional adverse effects on economies, financial markets and asset valuations around the world. In
addition, one or more countries may abandon the euro, the common currency of the European Union, and/or
withdraw from the European Union. The impact of these actions, especially if they occur in a disorderly
fashion, is not clear but could be significant and far-reaching. Whether or not the fund invests in securities
of issuers located in Europe or with significant exposure to European issuers or countries, these events
could negatively affect the value and liquidity of the fund’s investments due to the interconnected nature of
the global economy and capital markets.

Currency risks. The value of the securities quoted or denominated in foreign currencies may be
adversely affected by fluctuations in the relative currency exchange rates and by exchange control
regulations. The fund’s investment performance may be negatively affected by a devaluation of a
currency in which the fund’s investments are quoted or denominated. Further, the fund’s investment
performance may be significantly affected, either positively or negatively, by currency exchange rates
because the U.S. dollar value of securities quoted or denominated in another currency will increase or
decrease in response to changes in the value of such currency in relation to the U.S. dollar.
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Subordinated securities

Subordinated securities are subordinated or “junior” to more senior securities of the issuer, or which
represent interests in pools of such subordinated or junior securities. Such securities may include
so-called “high yield” or “junk” bonds (i.e., bonds that are rated below investment grade by a rating
agency or that are determined by a fund’s sub-adviser to be of equivalent quality) and preferred stock.
Under the terms of subordinated securities, payments that would otherwise be made to their holders
may be required to be made to the holders of more senior securities, and/or the subordinated or junior
securities may have junior liens, if they have any rights at all, in any collateral (meaning proceeds of
the collateral are required to be paid first to the holders of more senior securities). As a result,
subordinated or junior securities will be disproportionately adversely affected by a default or even a
perceived decline in creditworthiness of the issuer.

Defaulted securities

The fund may invest in defaulted securities. The risk of loss due to default may be considerably greater
with lower-quality securities because they are generally unsecured and are often subordinated to other
debt of the issuer. Investing in defaulted debt securities involves risks such as the possibility of
complete loss of the investment where the issuer does not restructure to enable it to resume principal
and interest payments. If the issuer of a security in the fund’s portfolio defaults, the fund may have
unrealized losses on the security, which may lower the fund’s NAV. Defaulted securities tend to lose
much of their value before they default. Thus, the fund’s NAV may be adversely affected before an
issuer defaults. In addition, the fund may incur additional expenses if it must try to recover principal or
interest payments on a defaulted security.

Distressed securities

While the fund does not intend to acquire distressed securities, the fund may continue to hold
leveraged loans and other debt instruments that were not distressed at the time of investment
during periods of market dislocation or in instances where the issuers of such instruments
experience some level of financial or business distress (including undergoing bankruptcy or other
reorganization or liquidation proceedings) such that the instruments held by the fund may be
deemed distressed securities. Distressed securities may involve a substantial degree of risk. In
certain periods, there may be little or no liquidity in the markets for these securities or instruments.
In addition, the prices of such securities or instruments may be subject to periods of abrupt and
erratic market movements and above-average price volatility. It may be more difficult to value
such securities and the spread between the bid and ask prices of such securities may be greater
than normally expected. If the Advisor’s evaluation of the risks and anticipated outcome of an
investment in a distressed security should prove incorrect, the fund may lose a substantial portion
or all of its investment or the fund may be required to accept cash or securities with a value less
than its original investment.

Certificates of deposit, bankers’ acceptances and time deposits

The fund may acquire certificates of deposit, bankers’ acceptances and time deposits. Certificates
of deposit are negotiable certificates issued against funds deposited in a commercial bank for a
definite period of time and earning a specified return. Bankers’ acceptances are negotiable drafts
or bills of exchange, normally drawn by an importer or exporter to pay for specific merchandise,
which are “accepted” by a bank, meaning in effect that the bank unconditionally agrees to pay the
face value of the instrument on maturity. Certificates of deposit and
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bankers’ acceptances acquired by the fund will be dollar-denominated obligations of domestic
banks, savings and loan associations or financial institutions at the time of purchase, have
capital, surplus and undivided profits in excess of $100 million (including assets of both
domestic and foreign branches), based on latest published reports, or less than $100 million if
the principal amount of such bank obligations are fully insured by the U.S. government. In
addition to purchasing certificates of deposit and bankers’ acceptances, to the extent permitted
under the fund’s investment objective and policies, the fund may make interest-bearing time
or other interest-bearing deposits in commercial or savings banks. Time deposits are
non-negotiable deposits maintained at a banking institution for a specified period of time at a
specified interest rate.

U.S. commercial banks organized under federal law are supervised and examined by the
Comptroller of the Currency and are required to be members of the Federal Reserve System
and to be insured by the Federal Deposit Insurance Corporation (the “FDIC”). U.S. banks
organized under state law are supervised and examined by state banking authorities, but are
members of the Federal Reserve System only if they elect to join. Most state banks are insured
by the FDIC (although such insurance may not be of material benefit to the fund, depending
upon the principal amount of certificates of deposit of each held by the fund) and are subject
to federal examination and to a substantial body of federal law and regulation. As a result of
federal and state laws and regulations, U.S. branches of U.S. banks are, among other things,
generally required to maintain specified levels of reserves, and are subject to other supervision
and regulation designed to promote financial soundness.

Obligations of foreign branches of U.S. banks, such as certificates of deposit and time
deposits, may be general obligations of the parent bank in addition to the issuing branch, or
may be limited by the terms of a specific obligation and governmental regulation. Such
obligations are subject to different risks than are those of U.S. banks or U.S. branches of
foreign banks. These risks include foreign economic and political developments, foreign
governmental restrictions that may adversely affect payment of principal and interest on the
obligations, foreign exchange controls and foreign withholding and other taxes on interest
income. Foreign branches of U.S. banks and foreign branches of foreign banks are not
necessarily subject to the same or similar regulatory requirements that apply to U.S. banks,
such as mandatory reserve requirements, loan limitations and accounting, auditing and
financial recordkeeping requirements. In addition, less information may be publicly available
about a foreign branch of a U.S. bank or about a foreign bank than about a U.S. bank.

Obligations of U.S. branches of foreign banks may be general obligations of the parent bank,
in addition to the issuing branch, or may be limited by the terms of a specific obligation and
by federal and state regulation as well as governmental action in the country in which the
foreign bank has its head office. A U.S. branch of a foreign bank with assets in excess of

$1 billion may or may not be subject to reserve requirements imposed by the Federal Reserve
System or by the state in which the branch is located if the branch is licensed in that state. In
addition, branches licensed by the Comptroller of the Currency and branches licensed by
certain states may or may not be required to: (a) pledge to the regulator, by depositing assets
with a designated bank within the state; and (b) maintain assets within the state in an amount
equal to a specified percentage of the aggregate amount of
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liabilities of the foreign bank payable at or through all of its agencies or branches within the
state. The deposits of state branches may not necessarily be insured by the FDIC. In addition,
there may be less publicly available information about a U.S. branch of a foreign bank than
about a U.S. bank.

Non-diversification

The fund is currently classified as a non-diversified fund under the 1940 Act. A
non-diversified fund can invest a greater portion of its assets in a single issuer or a limited
number of issuers than may a diversified fund. As a consequence, a non-diversified fund is
subject to greater risk than a diversified fund. A diversified fund may not purchase securities
of an issuer (other than obligations issued or guaranteed by the U.S. government, its agencies
or instrumentalities) if, with respect to 75% of the fund’s total assets, (a) more than 5% of the
fund’s total assets would be invested in securities of that issuer, or (b) the fund would hold
more than 10% of the outstanding voting securities of that issuer. Under the 1940 Act, the
fund may change its classification from non-diversified to diversified without shareholder
approval.

Equity securities

The fund also may invest up to 20% of its net assets in equity securities of companies of any
market capitalization throughout the world. Those equity securities include common stocks,
preferred stocks, and rights and warrants. Returns on equities consist of any dividends
received plus the amount of appreciation or depreciation in the value of the equity security.
Certain equity securities may be purchased because they may provide dividend income.

e Common stock. Holders of common stock generally have voting rights in the issuer
and are entitled to receive common stock dividends when, as and if declared by the
corporation’s board of directors. Common stock normally occupies the most
subordinated position in an issuer’s capital structure.

* Preferred stocks. Preferred stock, unlike common stock, has a stated dividend rate
payable from the corporation’s earnings. Preferred stock dividends may be cumulative
or non-cumulative, participating, or auction rate. “Cumulative” dividend provisions
require all or a portion of prior unpaid dividends to be paid. Preferred stock may be
“participating” stock, which means that it may be entitled to a dividend exceeding the
stated dividend in certain cases.

Preferred stock may have mandatory sinking fund provisions, as well as provisions
allowing calls or redemption prior to maturity, which also can have a negative impact
on prices when interest rates decline.

* Rights and warrants. The fund can hold warrants or rights. Warrants are options to
purchase equity securities at specific prices valid for a specific period of time. Their
prices do not necessarily move parallel to the prices of the underlying securities.
Rights are similar to warrants, but normally have a short duration and are distributed
directly by the issuer to its shareholders. Rights and warrants have no voting rights,
receive no dividends and have no rights with respect to the assets of the issuer.
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Risks of investing in equities. Equities fluctuate in price, and their short-term volatility
at times may be great. To the extent that the fund obtains exposure to equity securities,
the value of the fund’s portfolio will be affected by changes in the stock markets.
Market risk can affect the fund’s NAV per share, which will fluctuate as the values of
the fund’s portfolio securities change. The prices of individual equity securities do not
all move in the same direction uniformly or at the same time. Different stock markets
may behave differently from one another.

Convertible securities. Convertible securities are debt securities or preferred stock that
may be converted in whole or in part into common stock or other equity securities.
Their prices do not necessarily move parallel to the prices of the underlying securities.
Convertible securities generally have no voting rights. The value of a convertible
security is a function of its “bond value,” which is the value of the debt or preferred
stock component of the security, and its “conversion value,” which is the value of the
right to convert the securities into common stock or other equity securities. The bond
value will likely increase when interest rates fall and decrease when interest rates rise,
and the conversion value will likely increase when the value of the underlying equity
security increases and decrease when the value of the underlying equity security
decreases. If the bond value is relatively high compared to the conversion value, the
security will behave more like a debt security, and if the conversion value is relatively
high compared to the bond value, the security will behave more like an equity security.

Other factors can affect a particular equity security’s price, such as poor earnings reports by

the issuer, loss of major customers, major litigation against the issuer, or changes in
government regulations affecting the issuer or its industry.

Small and medium capitalization companies

The fund may invest in companies with small or medium capitalizations. Smaller and medium

capitalization securities can be more volatile than, and perform differently from, larger
capitalization securities. There may be less trading in a smaller or medium company’s

securities, which means that buy and sell transactions in those securities could have a larger
impact on the securities’ price than is the case with larger company securities. Smaller and

medium company securities may be particularly sensitive to changes in interest rates,

borrowing costs and earnings. Smaller and medium companies may have fewer business lines;
changes in any one line of business, therefore, may have a greater impact on the price of a
smaller and medium company’s securities than is the case for a larger company. As a result,

the purchase or sale of more than a limited number of securities of a small and medium

company may affect its market price. The fund may need a considerable amount of time to

purchase or sell its positions in these securities. In addition, smaller or medium company
securities may not be well known to the investing public.
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Reverse repurchase agreements

Reverse repurchase agreements involve the sale of securities to a bank or other institution with
an agreement that the fund will buy back the securities at a fixed future date at a fixed price
plus an agreed amount of “interest” which may be reflected in the repurchase price. Reverse
repurchase agreements involve the risk that the market value of securities purchased by the
fund with proceeds of the transaction may decline below the repurchase price of the securities
sold by the fund that it is obligated to repurchase. The fund will also continue to be subject to
the risk of a decline in the market value of the securities sold under the agreements because it
will reacquire those securities upon effecting their repurchase. Reverse repurchase agreements
may be considered to be a type of borrowing. The 1940 Act permits a fund to borrow money
in amounts of up to one-third of the fund’s total assets from banks for any purpose and up to
5% of the fund’s total assets from banks and other lenders for temporary purposes. The fund
will segregate assets in an amount at least equal to the repurchase price of the securities.

Repurchase agreements

The fund may enter into repurchase agreements with broker-dealers, member banks of the
Federal Reserve System and other financial institutions. Repurchase agreements are
arrangements under which the fund purchases securities and the seller agrees to repurchase the
securities within a specific time and at a specific price. The repurchase price is generally
higher than the fund’s purchase price, with the difference being income to the fund. A
repurchase agreement may be considered a loan by the fund collateralized by securities. Under
the direction of the Board of Trustees, the Adviser reviews and monitors the creditworthiness
of any institution which enters into a repurchase agreement with the fund. All repurchase
agreements entered into by the fund shall be fully collateralized with U.S. Treasury and/or
agency obligations at all times during the period of the agreement in that the value of the
collateral shall be at least equal to an amount of the loan, including interest thereon. Collateral
is held by the fund’s custodian in a segregated, safekeeping account for the benefit of the fund.
Repurchase agreements afford the fund an opportunity to earn income on temporarily
available cash. In the event of commencement of bankruptcy or insolvency proceedings with
respect to the seller of the security before repurchase of the security under a repurchase
agreement, the fund may encounter delay and incur costs before being able to sell the security.
Such a delay may involve loss of interest or a decline in price of the security. If the court
characterizes the transaction as a loan and the fund has not perfected a security interest in the
collateral, the fund may be required to return the collateral 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 interest involved in the transaction. There is no specific
limit on the fund’s ability to enter into repurchase agreements. The SEC frequently treats
repurchase agreements as loans for purposes of the 1940 Act.

Zero coupon, pay-in-kind, deferred and contingent payment securities

The fund may invest in zero coupon securities, which are securities that are sold at a discount
to par value and on which interest payments are not made during the life of the security. Upon
maturity, the holder is entitled to
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receive the par value of the security. Pay-in-kind securities are securities that have interest
payable by delivery of additional securities. Upon maturity, the holder is entitled to receive the
aggregate par value of the securities. The fund accrues income with respect to zero coupon
and pay-in-kind securities prior to the receipt of cash payments. Deferred payment securities
are securities that remain zero coupon securities until a predetermined date, at which time the
stated coupon rate becomes effective and interest becomes payable at regular intervals. The
interest rate on contingent payment securities is determined by the outcome of an event, such
as the performance of a financial index. If the financial index does not increase by a
prescribed amount, the fund may receive no interest.

Money market instruments

The fund can invest directly or indirectly in money market instruments, which are U.S. dollar-
denominated, high-quality, short-term debt obligations, to provide liquidity, for temporary
defensive purposes, or for other purposes. Money market instruments may have fixed, variable
or floating interest rates. Examples of money market instruments include obligations issued or
guaranteed by the U.S. government (or any of its agencies or instrumentalities); bank
obligations, such as time deposits, certificates of deposit and bankers’ acceptances;
commercial paper; and variable amount master demand notes.

Cybersecurity issues

With the increased use of technologies such as the Internet to conduct business, the fund is
susceptible to operational, information security and related risks. In general, cyber incidents
can result from deliberate attacks or unintentional events. Cyber-attacks include, but are not
limited to, gaining unauthorized access to digital systems (e.g., through “hacking” or
malicious software coding) for purposes of misappropriating assets or sensitive information,
corrupting data, or causing operational disruption. Cyber-attacks may also be carried out in a
manner that does not require gaining unauthorized access, such as causing denial-of-service
attacks on websites (i.e., efforts to make network services unavailable to intended users).
Cybersecurity failures or breaches by the Adviser, transfer agent, distributor and other service
providers (including, but not limited to, the fund’s custodian and financial intermediaries), and
the issuers of securities in which the fund invests, have the ability to cause disruptions and
impact business operations potentially resulting in financial losses, interference with the
fund’s ability to calculate its NAV, impediments to trading, the inability of fund shareholders
to transact business, violations of applicable privacy and other laws, regulatory fines,
penalties, reputational damage, reimbursement or other compensation costs, or additional
compliance costs. In addition, substantial costs may be incurred in order to prevent any cyber
incidents in the future. While the fund or its adviser has established business continuity plans
in the event of, and risk management systems to prevent, such cyber-attacks, there are inherent
limitations in such plans and systems including the possibility that certain risks have not been
identified. Furthermore, the fund cannot control the cyber security plans and systems put in
place by service providers to the fund and issuers in which the fund invests. The fund and its
shareholders could be negatively impacted as a result.
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Derivatives

Although the fund does not currently intend to use derivatives, the fund may, in the future, or
may, directly, or indirectly through its investment in one or more special purpose vehicles,
partnerships, securitizations, structured financings or other collective investment vehicles
managed by third parties utilize a variety of derivative instruments (both long and short
positions) for investment or risk management purposes, as well as to leverage its portfolio.
The fund may use derivatives to gain exposure to securities markets in which it may invest
(e.g., pending investment of the proceeds of this offering in individual securities, as well as on
an ongoing basis). Derivatives transactions that the fund may utilize include, but are not
limited to, purchases or sales of futures and forward contracts (including foreign currency
exchange contracts), call and put options, credit default swaps, total return swaps, basis swaps
and other swap agreements. The fund’s use of derivative instruments involves risks different
from, and possibly greater than, the risks associated with investing directly in securities and
other traditional investments. Certain derivatives may be considered senior securities unless
steps are taken to segregate the fund’s assets or otherwise cover its obligations. To avoid
having these instruments considered senior securities, the fund may segregate liquid assets
with a value equal (on a daily mark-to-market basis) to its obligations under these types of
leveraged transactions, enter into offsetting transactions or otherwise cover such transactions.

Regulatory issues

With respect to the fund, the Adviser has claimed an exclusion from the definition of the term
Commodity Pool Operator (“CPQO”) under the Commodity Exchange Act (the “CEA”)
pursuant to U.S. Commodity Futures Trading Commission Rule 4.5. Accordingly, the
Adviser, with respect to the fund, is not subject to registration or regulation as a CPO under
the CEA. To remain eligible for the exclusion, the fund will be limited in its ability to use
certain financial instruments regulated under the CEA (“commodity interests”), including
futures and options on futures and certain swaps transactions.

Short-term investments

For temporary defensive or cash management purposes, the fund may invest in all types of
short-term investments including, but not limited to, (a) commercial paper and other short-
term commercial obligations; (b) obligations (including certificates of deposit and bankers’
acceptances) of banks; (c) obligations issued or guaranteed by a governmental issuer,
including governmental agencies or instrumentalities; (d) fixed income securities of
non-governmental issuers; and (e) other cash equivalents or cash. Subject to the fund’s
restrictions regarding investment in non-U.S. securities, these securities may be denominated
in any currency. Although these investments generally are rated investment grade or are
determined by the Adviser to be of equivalent credit quality, the fund may also invest in these
instruments if they are rated below investment grade in accordance with its investment
objective, policies and restrictions.
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Dollar rolls

The fund may enter into mortgage “dollar rolls” in which the fund sells securities for delivery
in the current month and simultaneously contracts with the same counterparty to repurchase
similar (same type, coupon and maturity), but not identical securities on a specified future
date. During the roll period, the fund loses the right to receive principal and interest paid on
the securities sold. However, the fund would benefit to the extent of any difference between
the price received for the securities sold and the lower forward price for the future purchase
(often referred to as the “drop”) or fee income plus the interest earned on the cash proceeds of
the securities sold until the settlement date of the forward purchase. Unless such benefits
exceed the income, capital appreciation and gain or loss due to mortgage prepayments that
would have been realized on the securities sold as part of the mortgage dollar roll, the use of
this technique will diminish the investment performance of the fund compared with what such
performance would have been without the use of mortgage dollar rolls. All cash proceeds will
be invested in instruments that are permissible investments for the fund. The fund will hold
and maintain in a segregated account until the settlement date cash or liquid securities in an
amount equal to its forward purchase price.

For financial reporting and tax purposes, the fund treats mortgage dollar rolls as two separate
transactions; one involving the purchase of a security and a separate transaction involving a
sale.

Dollar rolls involve certain risks including the following: if the broker-dealer to whom the
fund sells the security becomes insolvent, the fund’s right to purchase or repurchase the
securities subject to the dollar roll may be restricted and the instrument which the fund is
required to repurchase may be worth less than an instrument which the fund originally held.
Successful use of dollar rolls will depend upon the Sub-Adviser’s ability to manage its interest
rate and prepayment exposure. There is no assurance that dollar rolls can be successfully
employed.

Asset segregation

The 1940 Act requires that the fund segregate assets in connection with certain types of
transactions that may have the effect of leveraging the portfolio. If the fund enters into a
transaction requiring segregation, such as a forward commitment or a reverse repurchase
agreement, the custodian or the Adviser will segregate liquid assets in an amount required to
comply with the 1940 Act. To the extent the fund sells or writes credit default swaps, the fund
segregates liquid assets at least equal to the full notional value of such swaps. Such segregated
assets will be valued at market daily. If the aggregate value of such segregated assets declines
below the aggregate value required to satisfy the 1940 Act, additional liquid assets will be
segregated. In some instances, the fund may “cover” its obligation using other methods to the
extent permitted under the 1940 Act, orders or releases issued by the SEC thereunder, or
no-action letters or other guidance of the SEC staff.
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Portfolio turnover

It is the policy of the fund not to engage in trading for short-term profits, although portfolio
turnover rate is not considered a limiting factor in the execution of investment decisions for
the fund. A high rate of portfolio turnover (100% or more) involves correspondingly greater
transaction costs which must be borne by the fund and its shareholders.

Lending of portfolio securities

The fund may lend portfolio securities to registered broker-dealers or other institutional
investors deemed by the Adviser to be of good standing under agreements which require that
the loans be secured continuously by collateral in the form of cash, cash equivalents, U.S.
government securities or irrevocable letters of credit issued by banks approved by the fund.
The value of the collateral is monitored on a daily basis and the borrower is required to
maintain the collateral at an amount at least equal to the market value of the securities loaned.
The fund continues to receive the equivalent of the interest or dividends paid by the issuer on
the securities loaned and continues to have all of the other risks associated with owning the
securities. Where the collateral received is cash, the cash will be invested and the fund will be
entitled to a share of the income earned on the investment, but will also be subject to
investment risk on the collateral and will bear the entire amount of any loss in connection with
investment of such collateral. The fund may pay administrative and custodial fees in
connection with loans of securities and, where the collateral received is cash, the fund may
pay a portion of the income earned on the investment of collateral to the borrower, lending
agent or other intermediary. Fees and expenses paid by the fund in connection with loans of
securities are not reflected in the fee table or expense example in the Prospectus. If the income
earned on the investment of the cash collateral is insufficient to pay these amounts or if the
value of the securities purchased with such cash collateral declines, the fund may take a loss
on the loan. Where the fund receives securities as collateral, the fund will earn no income on
the collateral, but will earn a fee from the borrower. The fund reserves the right to recall
loaned securities so that it may exercise voting rights on loaned securities according to the
fund’s Proxy Voting Policies and Procedures.

The risk in lending portfolio securities, as with other extensions of credit, consists of the
possibility of loss to the fund due to (i) the inability of the borrower to return the securities,
(i1) a delay in receiving additional collateral to adequately cover any fluctuations in the value
of securities on loan, (ii1) a delay in recovery of the securities, or (iv) the loss of rights in the
collateral should the borrower fail financially. In addition, as noted above, the fund continues
to have market risk and other risks associated with owning the securities on loan. Where the
collateral delivered by the borrower is cash, the fund will also have the risk of loss of principal
and interest in connection with its investment of collateral. If a borrower defaults, the value of
the collateral may decline before the fund can dispose of it. The fund will lend portfolio
securities only to firms that have been approved in advance by the Adviser, which will
monitor the creditworthiness of any such firms. However, this monitoring may not protect the
fund from loss. At no time would the value of the securities loaned exceed 331/3% of the value
of the fund’s total assets.

34



When-issued and delayed delivery securities

The fund may purchase securities, including U.S. government securities, on a when-issued basis
or may purchase or sell securities for delayed delivery. In such transactions, delivery of the
securities occurs beyond the normal settlement period, but no payment or delivery is made by the
fund prior to the actual delivery or payment by the other party to the transaction. The fund will not
earn income on these securities until delivered. The purchase of securities on a when-issued or
delayed delivery basis involves the risk that the value of the securities purchased will decline prior
to the settlement date. The sale of securities for delayed delivery involves the risk that the prices
available in the market on the delivery date may be greater than those obtained in the sale
transaction. When the fund enters into when-issued or delayed delivery transactions it will
segregate liquid assets with a value equal to the fund’s obligations. See “Asset Segregation.”

Market events

The market prices of the fund’s securities may go up or down, sometimes rapidly or
unpredictably, due to general market conditions, such as real or perceived adverse economic
or political conditions, inflation, changes in interest rates or currency rates, lack of liquidity in
the markets or adverse investor sentiment. Adverse market conditions may be prolonged and
may not have the same impact on all types of securities. Market prices of securities also may
go down due to events or conditions that affect particular sectors, industries or issuers. When
market prices fall, the value of your investment will go down. The fund may experience a
substantial or complete loss on any individual security.

In the past decade, financial markets throughout the world have experienced increased volatility,
depressed valuations, decreased liquidity and heightened uncertainty. Governmental and non-
governmental issuers defaulted on, or were forced to restructure, their debts. These market
conditions may continue, worsen or spread. Events that have contributed to these market
conditions include, but are not limited to major cybersecurity events; geopolitical events
(including wars and terror attacks); measures to address budget deficits; downgrading of
sovereign debt; declines in oil and commodity prices; dramatic changes in currency exchange
rates; and public sentiment. The European Union has experienced increasing stress for a variety
of reasons, including economic downturns in various member countries. The United Kingdom
held a referendum in June 2016 in which voters determined to withdraw from the European
Union. On March 29, 2017, the United Kingdom government provided formal notice to the
European Union of its intent to withdraw. Additional members of the European Union could do
the same, and the impact of these conditions and events is not yet known.

The U.S. government and the Federal Reserve, as well as certain foreign governments and
central banks, have taken steps to support financial markets, including by keeping interest
rates at historically low levels. This and other government interventions may not work as
intended, particularly if the efforts are perceived by investors as being unlikely to achieve the
desired results. The Federal Reserve has reduced its market support activities and has begun
raising interest rates. Certain foreign governments and central banks are implementing or
discussing so-called negative interest rates (e.g., charging depositors who keep their cash at a
bank) to spur economic growth.
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Further Federal Reserve or other U.S. or non-U.S. governmental or central bank actions,
including interest rate increases or contrary actions by different governments could negatively
affect financial markets generally, increase market volatility and reduce the value and liquidity
of securities in which the fund invests.

Policy and legislative changes in the United States and in other countries are affecting many
aspects of financial regulation, and may in some instances contribute to decreased liquidity
and increased volatility in the financial markets. The impact of these changes on the markets,
and the practical implications for market participants, may not be fully known for some time.

Economies and financial markets throughout the world are increasingly interconnected.
Economic, financial or political events, trading and tariff arrangements, terrorism, natural
disasters and other circumstances in one country or region could have profound impacts on
global economies or markets. As a result, whether or not the fund invests in securities of
issuers located in or with significant exposure to the countries directly affected, the value and
liquidity of the fund’s investments may be negatively affected.

INVESTMENT POLICIES
Fundamental investment policies

The fund has adopted certain fundamental investment policies which may not be changed
without the affirmative vote of the holders of a “majority of the outstanding voting securities”
(as defined in the 1940 Act) of the fund. For this purpose, a majority of the outstanding shares
of the fund means the vote of the lesser of (a) 67% or more of the shares represented at a
meeting, if the holders of more than 50% of the outstanding shares are present in person or by
proxy; or (b) more than 50% of the outstanding shares of the fund. The fund’s fundamental
policies are as follows:

(1) The fund may not borrow money except as permitted under, or to the extent not
prohibited by, (1) the 1940 Act, or interpretations or modifications by the SEC, SEC
staff or other authority of competent jurisdiction, or (ii) exemptive or other relief or
permission from the SEC, SEC staff or other authority of competent jurisdiction.

(2) The fund may not engage in the business of underwriting the securities of other issuers
except as permitted under, or to the extent not prohibited by, (i) the 1940 Act, or
interpretations or modifications by the SEC, SEC staff or other authority of competent
jurisdiction, or (i1) exemptive or other relief or permission from the SEC, SEC staff or
other authority of competent jurisdiction.

(3) The fund may lend money or other assets as permitted under, or to the extent not
prohibited by, (1) the 1940 Act, or interpretations or modifications by the SEC, SEC
staff or other authority of competent jurisdiction or (ii) exemptive or other relief or
permission from the SEC, SEC staff or other authority of competent jurisdiction.
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(4) The fund may not issue senior securities except as permitted under, or to the extent not
prohibited by, (i) the 1940 Act, or interpretations or modifications by the SEC, SEC
staff or other authority of competent jurisdiction, or (ii) exemptive or other relief or
permission from the SEC, SEC staff or other authority of competent jurisdiction.

(5) The fund may not purchase or sell real estate except as permitted under, or to the
extent not prohibited by, (i) the 1940 Act, or interpretations or modifications by the
SEC, SEC staff or other authority of competent jurisdiction, or (ii) exemptive or other
relief or permission from the SEC, SEC staff or other authority of competent
jurisdiction.

(6) The fund may purchase or sell commodities or contracts related to commodities to the
extent permitted by, or to the extent not prohibited by, (i) the 1940 Act, or
interpretations or modifications by the SEC, SEC staff or other authority of competent
jurisdiction, or (i1) exemptive or other relief or permission from the SEC, SEC staff or
other authority of competent jurisdiction.

(7) Except as permitted by exemptive or other relief or permission from the SEC, SEC
staff or other authority of competent jurisdiction, the fund may not make any
investment if, as a result, the fund’s investments will be concentrated in any one
industry or group of industries.

With respect to the fundamental policy relating to borrowing money set forth in (1) above, the
1940 Act permits a fund to borrow money in amounts of up to one-third of the fund’s total
assets from banks for any purpose, and to borrow up to 5% of the fund’s total assets from
banks or other lenders for temporary purposes (the fund’s total assets include the amounts
being borrowed). To limit the risks attendant to borrowing, the 1940 Act requires the fund to
maintain at all times an “asset coverage” of at least 300% of the amount of its borrowings.
Asset coverage means the ratio that the value of the fund’s total assets (including amounts
borrowed), minus liabilities other than borrowings, bears to the aggregate amount of all
borrowings. Borrowing money to increase a fund’s investment portfolio is known as
“leveraging.” Borrowing, especially when used for leverage, may cause the value of a fund’s
shares to be more volatile than if the fund did not borrow. This is because borrowing tends to
magnify the effect of any increase or decrease in the value of the fund’s portfolio holdings.
Borrowed money thus creates an opportunity for greater gains, but also greater losses. To
repay borrowings, the fund may have to sell securities at a time and at a price that is
unfavorable to the fund. There also are costs associated with borrowing money, and these
costs would offset and could eliminate a fund’s net investment income in any given period.
The policy in (1) above will be interpreted to permit the fund to engage in trading practices
and investments that may be considered to be borrowing to the extent permitted by the 1940
Act. Reverse repurchase agreements may be considered to be a type of borrowing. Short-term
credits necessary for the settlement of securities transactions and arrangements with respect to
securities lending will not be considered to be borrowings under the policy. Practices and
investments that may involve leverage but are not considered to be borrowings are not subject
to the policy. Such trading practices may include futures, options on futures, forward contracts
and other derivative investments.
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A fund may pledge its assets and guarantee the securities of another company without
limitation, subject to the fund’s investment policies (including the fund’s fundamental policy
regarding borrowing) and applicable laws and interpretations. Pledges of assets and guarantees
of obligations of others are subject to many of the same risks associated with borrowings and,
in addition, are subject to the credit risk of the obligor for the underlying obligations. To the
extent that pledging or guaranteeing assets may be considered the issuance of senior securities,
the issuance of senior securities is governed by the fund’s policies on senior securities. If the
fund were to pledge its assets, the fund would take into account any then-applicable legal
guidance, including any applicable SEC staff position, would be guided by the judgment of
the fund’s Board and the Adviser regarding the terms of any credit facility or arrangement,
including any collateral required, and would not pledge more collateral than, in their
judgment, is necessary for the fund to obtain the credit sought.

With respect to the fundamental policy relating to underwriting set forth in (2) above, the 1940
Act does not prohibit a fund from engaging in the underwriting business or from underwriting
the securities of other issuers; in fact, the 1940 Act permits a fund to have underwriting
commitments of up to 25% of its assets under certain circumstances. Those circumstances
currently are that the amount of the fund’s underwriting commitments, when added to the
value of the fund’s investments in issuers where the fund owns more than 10% of the
outstanding voting securities of those issuers, cannot exceed the 25% cap. A fund engaging in
transactions involving the acquisition or disposition of portfolio securities may be considered
to be an underwriter under the Securities Act of 1933, as amended (the “1933 Act”). Under the
1933 Act, an underwriter may be liable for material omissions or misstatements in an issuer’s
registration statement or prospectus. Securities purchased from an issuer and not registered for
sale under the 1933 Act are considered restricted securities. There may be a limited market for
these securities. If these securities are registered under the 1933 Act, they may then be eligible
for sale but participating in the sale may subject the seller to underwriter liability. These risks
could apply to a fund investing in restricted securities. Although it is not believed that the
application of the 1933 Act provisions described above would cause a fund to be engaged in
the business of underwriting, the policy in (2) above will be interpreted not to prevent the fund
from engaging in transactions involving the acquisition or disposition of portfolio securities,
regardless of whether the fund may be considered to be an underwriter under the 1933 Act.

With respect to the fundamental policy relating to lending set forth in (3) above, the 1940 Act
does not prohibit a fund from making loans; however, SEC staff interpretations currently
prohibit funds from lending more than one-third of their total assets, except through the
purchase of debt obligations or the use of repurchase agreements. (A repurchase agreement is
an agreement to purchase a security, coupled with an agreement to sell that security back to
the original seller on an agreed-upon date at a price that reflects current interest rates. The
SEC frequently treats repurchase agreements as loans.) While lending securities may be a
source of income to a fund, as with other extensions of credit, there are risks of delay in
recovery or even loss of rights in the underlying securities should the borrower fail financially.
However, loans would be made only when the fund’s manager or a subadviser believes the
income justifies the attendant risks. The fund also will be permitted by this policy to make
loans of money, including to other funds. The policy in (3) above will be interpreted not to

38



prevent the fund from purchasing or investing in debt obligations and loans. In addition,
collateral arrangements with respect to options, forward currency and futures transactions and
other derivative instruments, as well as delays in the settlement of securities transactions, will
not be considered loans.

With respect to the fundamental policy relating to issuing senior securities set forth in

(4) 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, swaps, dollar rolls, options, futures and forward contracts. The
policy in (4) 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.

With respect to the fundamental policy relating to real estate set forth in (5) above, the 1940
Act does not prohibit a fund from owning real estate. Investing in real estate may involve
risks, including that real estate is generally considered illiquid and may be difficult to value
and sell. Owners of real estate may be subject to various liabilities, including environmental
liabilities. The policy in (5) above will be interpreted not to prevent the fund from investing in
real estate-related companies, companies whose businesses consist in whole or in part of
investing in real estate, instruments (like mortgages) that are secured by real estate or interests
therein, or real estate investment trust securities.

With respect to the fundamental policy relating to commodities set forth in (6) above, the 1940
Act does not prohibit a fund from owning commodities, whether physical commodities and
contracts related to physical commodities (such as oil or grains and related futures contracts),
or financial commodities and contracts related to financial commodities (such as currencies
and, possibly, currency futures). If a fund were to invest in a physical commodity or a physical
commodity-related instrument, the fund would be subject to the additional risks of the
particular physical commodity and its related market. The value of commodities and
commodity-related instruments may be extremely volatile and may be affected either directly
or indirectly by a variety of factors. There also may be storage charges and risks of loss
associated with physical commodities. The policy in (6) above will be interpreted to permit
investments in exchange traded funds that invest in physical and/or financial commodities.
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With respect to the fundamental policy relating to concentration set forth in (7) above, the
1940 Act does not define what constitutes “concentration” in an industry. The SEC staff has
taken the position that investment of 25% or more of a fund’s total assets in one or more
issuers conducting their principal activities in the same industry or group of industries
constitutes concentration. It is possible that interpretations of concentration could change in
the future. A fund that invests a significant percentage of its total assets in a single industry
may be particularly susceptible to adverse events affecting that industry and may be more
risky than a fund that does not concentrate in an industry. The policy in (7) above will be
interpreted to refer to concentration as that term may be interpreted from time to time. In
determining and assigning industry classifications for its CLO investments, the fund will look
through the CLO vehicles in which it invests to the industries of the loan borrowers in the
CLO vehicles’ portfolios. The policy also will be interpreted to permit investment without
limitation in securities of the U.S. government and its agencies or instrumentalities,
tax-exempt securities of governments or their political sub-divisions, and repurchase
agreements collateralized by any such obligations. Accordingly, issuers of the foregoing
securities will not be considered to be members of any industry. The policy also will be
interpreted to give broad authority to the fund as to how to classify issuers within or among
industries. When identifying industries for purposes of its concentration policy, the fund may
rely upon available industry classifications. As of the date of this SAI, the fund’s adviser may
assign an industry classification for an exchange-traded fund in which the fund invests based
on the constituents of the index on which the exchange-traded fund is based. The fund may
change any source used for determining industry classifications without shareholder approval.

Pursuant to Rule 23c-3 under the 1940 Act, the fund has also adopted the following
fundamental investment policies relating to periodic repurchase offers, which may not be
changed without a vote of a majority of the outstanding voting securities:

(i) the fund will make repurchase offers at periodic intervals pursuant to Rule 23c-3 under
the 1940 Act, as that Rule may be amended from time to time, and as it is interpreted
by the SEC, SEC staff or other authority of competent jurisdiction, and in accordance
with any exemptive or other relief or permission from the SEC, SEC staff or other
authority of competent jurisdiction;

(i1) the periodic interval between repurchase request deadlines will be three months;

(ii1) the repurchase request deadline (as defined in Rule 23c-3 under the 1940 Act) for each
repurchase offer will be no earlier than the 21st day after the issuance of notification of
the repurchase offer (or the next business day if the 21st day is not a business day); and

(iv) each repurchase pricing date (as defined in Rule 23c-3) will be not later than the 14th
day after the preceding repurchase request deadline (or the next business day if the
14th day is not a business day).
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The fund’s fundamental policies are written and will be interpreted broadly. For example, the
policies will be interpreted to refer to the 1940 Act and the related rules as they are in effect
from time to time, and to interpretations and modifications of or relating to the 1940 Act by
the SEC, SEC staff or other authority of competent jurisdiction as they are given from time to
time. When a policy provides that an investment practice may be conducted as permitted by
the 1940 Act, the policy will be interpreted to mean either that the 1940 Act expressly permits
the practice or that the 1940 Act does not prohibit the practice.

TRUSTEES AND OFFICERS

The Trustees and officers of the fund, their principal occupations during the past five years,
and their affiliations, if any, with City National Rochdale are set forth below. The persons
listed below may have held other positions with their employers named below during the
relevant periods. Trustees who are “interested persons” of the fund, within the meaning of the
1940 Act, are referred to as Interested Trustees. Trustees who are not interested persons of the
fund are referred to as Independent Trustees. The address for the Trustees and the officers of
the fund is 400 North Roxbury Drive, Beverly Hills, California 90210, unless otherwise noted.

Number of Other
Term of Portfolios in Directorships
Office and Principal Fund Held by
Position(s) Length of  Occupation(s) Complex™® Trustee
Held with the  Time During the Past 5 Overseen by During Past 5
Name and Age Fund Served Years Trustee Years

Independent Trustees:

Daniel A. Trustee Since 2018 CEO and President, 17 None
Hanwacker Hanwacker
Age: 66 Associates, Inc.

(asset management
consulting and
executive search
services) (2001-
present). Managing
Director - Asset
Management,
Putnam Lovell
Securities (2000-
2001). Co-Founding
Partner,
Constellation
Financial
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Number of Other

Term of Portfolios in Directorships
Office and Principal Fund Held by
Position(s) Length of  Occupation(s) Complex® Trustee
Held with the Time During the Past 5  Overseen by During Past 5
Name and Age Fund Served Years Trustee Years
Management Co., LL.C
(1995-2000).
Jon C. Hunt Trustee Since  Retired (2013-present). 17 Advisor’s
Age: 67 2018  Consultant to Inner Circle
Management, Fund III
Convergent Capital (2014—
Management, LLC present);
(“CCM”) (2012- 2013). Winton Series
Managing Director and Trust and
Chief Operating Winton
Officer, CCM (1998- Diversified
2012). Opportunities
Fund, Lead
Independent
Trustee
(2015-
present);
Gallery Trust
(2016-
present)
Vernon C. Trustee Since  Retired (2007-present). 17 Windermere
Kozlen Chairman 2018  President and Chief Jupiter Fund,
Age: 73 Executive Officer, City LLC

National Rochdale
Funds (2000-2007).
Executive Vice
President and Director
of Asset Management
Development, City
National Bank
(“CNB”) (1996-2007).
Director, Reed,
Conner & Birdwell
LLC (2000-2007), and
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Number of Other

Term of Portfolios in Directorships
Office and Principal Fund Held by
Position(s) Length of  Occupation(s) Complex® Trustee
Held with the Time During the Past 5  Overseen by During Past 5
Name and Age Fund Served Years Trustee Years
Convergent Capital
Management, LL.C
(2003-2007). Chairman
of the Board, City
National Asset
Management, Inc.
(2001-2005). Chairman
of the Board, City
National Securities,
Inc. (1999-2005).
Jay C. Nadel  Trustee Since  Financial Services 17 Advisor’s
Age: 59 2018  Consultant (2005- Inner Circle
present). Executive Fund III
Vice President, Bank of (2016-
New York Broker- present);
Dealer and Member of Winton Series
the Operating Trust and
Committee (2002- Winton
2004). Weiss, Peck & Diversified
Greer, Partner, Opportunities
Managing Director and Fund (2016-
Chair of the Operations present);
Committee (1986- Gallery Trust
2001). (2016-
present).
James R. Trustee Since  Chief Executive 17 None
Wolford 2018  Officer of Corinthian
Age: 63 Development Company

(2013-present).
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Number of Other

Term of Portfolios in Directorships
Office and Principal Fund Held by
Position(s) Length of  Occupation(s) Complex® Trustee
Held with the Time During the Past 5  Overseen by During Past 5
Name and Age Fund Served Years Trustee Years
President, Chief
Operating Officer and

Chief Financial Officer,
Thompson National
Properties (2011-
2013). Chief Financial
Officer, Pacific Office
Properties, a real estate
investment trust (2010-
2011). Chief Financial
Officer, Bixby Land
Company, a real estate
company (2004- 2010).
Regional Financial
Officer, AIMCO, a real
estate investment trust
(2004). Chief Financial
Officer, DBM Group, a
direct mail marketing
company (2001-2004).
Senior Vice President
and Chief Operating
Officer, Forecast
Commercial Real
Estate Service, Inc.
(2000-2001). Senior
Vice President and
Chief Financial
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Number of Other

Term of Portfolios in Directorships
Office and Principal Fund Held by
Position(s) Length of  Occupation(s) Complex® Trustee
Held with the Time During the Past 5  Overseen by During Past 5
Name and Age Fund Served Years Trustee Years

Officer, Bixby Ranch
Company (1985-2000).

Interested Trustee:

Andrew S. Trustee Since  Attorney and partner, 17 None
Clare® 2018 Loeb & Loeb LLP, a
Age: 72 law firm (1972-

present).

() “Fund complex” is defined as two or more registered investment companies that hold
themselves out to investors as related companies or have a common investment adviser or
affiliated investment advisers and in this case includes series of City National Rochdale Funds
and the following registered closed-end funds: City National Rochdale High Yield Alternative
Strategies Master Fund LLC, City National Rochdale High Yield Alternative Strategies Fund
LLC, City National Rochdale High Yield Alternative Strategies Fund TEI LLC, City National
Rochdale Structured Claims Fixed Income Fund LLC and City National Rochdale Select
Strategies Fund.

@ Mr. Clare is an “interested person” of the Trust, as defined in the 1940 Act, by virtue of the
provision of significant legal services by him and his law firm to CNB.

Principal
Term of Office® Occupation(s)
Position(s) Held with and Length of During
Name and Age the Fund Time Served Past S Years

Garrett R. President and Chief Since 2018 Chief Executive

D’ Alessandro Executive Officer Officer, City

Age: 61 National Rochdale
(1986- present);
Chief Investment
Officer, City
National Rochdale
(April 2016-
present); President
and Chief
Executive Officer,
City National
Rochdale Funds
(2013-present).
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Principal

Term of Office® Occupation(s)
Position(s) Held with and Length of During
Name and Age the Fund Time Served Past 5 Years
Eric Kleinschmidt Treasurer Since 2018 Treasurer, City National
SEI Investments Rochdale Funds (2005-
One Freedom present); Director of
Valley Drive Fund Accounting, SEI
Oaks, Pennsylvania Investments Company
19456 (2004-present); Manager
Age: 50 of Fund Accounting, SEI
Investments (1999-
2004).
Michael Lukaj Chief Compliance Since 2018 CCO, City National
Age: 46 Officer (“CCQO”); Rochdale (2018-present);
Anti-Money CCO, Symphonic
Laundering Officer Financial Advisers LLC
and Identity Theft (2018-present); CCO and

Program Officer
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Anti-Money Laundering
Officer and Identity
Theft Program Officer,
City National Rochdale
Select Strategies Fund,
City National Rochdale
High Yield Alternative
Strategies Master Fund
LLC, City National
Rochdale High Yield
Alternative Strategies
Fund LLC, City National
Rochdale High Yield
Alternative Strategies
Fund TEI LLC, and City
National Rochdale
Structured Claims Fixed
Income Fund LLC
(2018-present); Director,
Credit Suisse Asset



Name and Age

Position(s) Held with
the Fund

Term of Office®
and Length of
Time Served

Principal
Occupation(s)
During
Past 5 Years

Mitchell Cepler
Age: 36

Kurt Hawkesworth
Age: 47

Vice President and
Assistant Treasurer

Vice President and
Secretary
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Since 2018

Since 2018

Management (2015-
2018); CCO, Columbus
Circle Investors (2013-
2015); Director and
CCO, Guggenheim
Partners (2007-2012).

Vice President and
Assistant Treasurer, City
National Rochdale Funds
(2015-present); Group
Finance Manager, City
National Rochdale
(2011-present); Manager,
Financial Planning and
Analysis, ESP
Technologies
Corporation (2008-
2011).

Vice President and
Secretary, City National
Rochdale Funds (2013-
present); Chief Operating
Officer, City National



Principal

Term of Office® Occupation(s)
Position(s) Held with and Length of During
Name and Age the Fund Time Served Past 5 Years
Rochdale (2003-present).
Anthony Sozio Vice President and Since 2018 Vice President and
Age: 47 Assistant Secretary Assistant Secretary, City

National Rochdale Funds
(2013-present); Assistant
Vice President of
Registered Fund
Operations, City
National Rochdale
(1998-present).

() Each officer serves until removed by the Board or the principal executive officer of the
fund, or until such officer resigns.

The Board of Trustees has responsibility for the overall management and operations of the
fund, including oversight of the valuation of the fund’s portfolio securities. The Board
establishes the fund’s policies and meets regularly to review the activities of the officers, who
are responsible for day-to-day operations of the fund.

The Trustees were selected with a view towards establishing a board that would have the
broad experience needed to oversee a registered investment company comprised of multiple
series employing a variety of different investment strategies. As a group, the Board has
extensive experience in many different aspects of the financial services and asset management
industries.

The Trustees were selected to join the Board based upon the following factors, among others:
character and integrity; willingness to serve and willingness and ability to commit the time
necessary to perform the duties of a Trustee; and with respect to certain persons, satisfying the
criteria for not being classified as an “interested person” of the fund, as defined in the 1940
Act. In addition, the following specific experience, qualifications, attributes and/or skills apply
as to each Trustee:

® Mr. Clare, legal background and experience as a corporate and litigation lawyer.

® Mr. Hanwacker, experience in the asset management industry and as a trustee of
Rochdale Investment Trust, a registered investment company the series of which
reorganized into certain series of the City National Rochdale Funds on March 29,
2013.

® Mr. Hunt, executive investment management experience and experience in
management of the City National Rochdale Funds and affiliated entities of CNB.
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® Mr. Kozlen, investment management experience as an executive in leadership roles
within CNB and affiliated entities, and as past President and Chief Executive Officer
and a Trustee of the City National Rochdale Funds.

® Mr. Nadel, experience in the financial services field and as a trustee of Rochdale
Investment Trust.

® Mr. Wolford, experience as a chief financial officer of various companies and a
Trustee of the City National Rochdale Funds.

In its periodic self-assessment of the effectiveness of the Board, the Board considers the
complementary individual skills and experience of the individual Trustees primarily in the
broader context of the Board’s overall composition, seeking to ensure that the Board, as a
body, possesses the appropriate (and appropriately diverse) skills and experience to oversee
the business of the series of the fund. The summaries set forth above as to the qualifications,
attributes and skills of the Trustees are required by the registration form adopted by the SEC
and do not impose any greater responsibility or liability on any such person or on the Board as
a whole than would otherwise be the case.

Five of the six Board members are Independent Trustees. Vernon C Kozlen, an Independent
Trustee, serves as Chairperson of the Board. The Chairperson serves as a key point person for
dealings between the fund’s management and the other Independent Trustees. Through the
committees of the Board, the Independent Trustees consider and address important matters
involving the fund, including those presenting conflicts or potential conflicts of interest. The
Independent Trustees also regularly meet outside the presence of management and are advised
by independent legal counsel. The Board has determined that its organization and leadership
structure are appropriate in light of its fiduciary and oversight obligations and the special
obligations of the Independent Trustees. The Board believes that its structure facilitates the
orderly and efficient flow of information to the Independent Trustees from management.

Committees of the Board of Trustees

The Board has an Audit Committee, comprised solely of the Independent Trustees. The
Committee makes recommendations to the Board of Trustees with respect to the engagement
of the fund’s independent registered public accounting firm, approves all auditing and other
services provided to the fund by its independent registered public accounting firm, and
reviews with the independent registered public accounting firm the plan and results of the
audit engagement and matters having a material effect on the fund’s financial operations. The
Board has designated James R. Wolford as the fund’s “audit committee financial expert,” as
defined in Form N-CSR under the 1940 Act, based on the Board’s review of their
qualifications.

The Board has an Investment Committee, comprised of all of the Trustees. The Committee
monitors on an ongoing basis the investment operations of the fund, including matters such as
the fund’s adherence to its investment mandates, historical performance of the Adviser and the
Sub-Adviser, as applicable, changes in investment processes and personnel, appropriate
benchmarks, and proposed changes in investment objective and strategies. The Committee
also
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reviews any changes in the fund’s sub-advisers proposed by the Adviser, including hiring of
any sub-advisers and termination of any sub-advisers, and makes such recommendations to
the Board regarding the proposed changes as it deems appropriate.

The Board has a Nominating Committee, comprised solely of the Independent Trustees. The
Committee periodically reviews such issues as the Board’s composition, responsibilities,
committees and other relevant issues, and recommends any appropriate changes to the Board
of Trustees.

The Board has adopted the following procedures by which shareholders may recommend
nominees to the Board of Trustees. While the Nominating Committee normally is able to
identify from its own resources an ample number of qualified candidates, it will consider
shareholder suggestions of persons to be considered as nominees to fill future vacancies on the
Board, so long as the shareholder or shareholder group submitting a proposed nominee
beneficially owns more than 5% of the fund’s voting shares and has held such shares
continuously for two years, and is not an adverse holder (i.e., the shareholder or shareholder
group has acquired such shares in the ordinary course of business and not with the purpose nor
with the effect of changing or influencing the control of the fund). No eligible shareholder or
shareholder group may submit more than one independent Board member nominee each year.
Such suggestions must be sent in writing to the fund’s Secretary, and must be accompanied by
the shareholder’s contact information, the nominee’s contact information and number of fund
shares owned by the nominee, all information regarding the nominee that would be required to
be disclosed in solicitations of proxies for elections of directors required under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), and a notarized letter from the
nominee stating his or her intention to serve as a nominee and be named in the fund’s proxy
statement, if so designated by the Nominating Committee and the Board of Trustees.

Risk Management

Consistent with its responsibility for oversight of the fund in the interests of shareholders, the
Board among other things oversees risk management of the fund’s investment program and
business affairs directly and through the Audit Committee. The Board has emphasized to City
National Rochdale the importance of maintaining vigorous risk management programs and
procedures.

The fund faces a number of risks, such as investment risk, valuation risk, reputational risk,
risk of operational failure or lack of business continuity, and legal, compliance and regulatory
risk. Risk management seeks to identify and address risks, i.e., events or circumstances that
could have material adverse effects on the business, operations, shareholder services,
investment performance or reputation of the fund. Under the overall supervision of the Board,
City National Rochdale and other service providers to the fund employ a variety of processes,
procedures and controls to identify various of those possible events or circumstances, to
ensure such risks are appropriate, and where appropriate to lessen the probability of their
occurrence and/or to mitigate the effects of such events or circumstances if they do occur.
Different processes, procedures and controls are employed with respect to different types of
risks. Various
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personnel, including the fund’s CCO, City National Rochdale’s management, and other
service providers (such as the fund’s independent registered public accounting firm) make
periodic reports to the Board or to the Audit Committee with respect to various aspects of risk
management. The Board recognizes that not all risks that may affect the fund can be
identified, that it may not be practical or cost-effective to eliminate or mitigate certain risks,
that it may be necessary to bear certain risks (such as investment-related risks) to achieve the
fund’s investment objective, and that the processes, procedures and controls employed to
address certain risks may be limited in their effectiveness. Moreover, reports received by the
Trustees as to risk management matters are typically summaries of the relevant information.
As a result of the foregoing and other factors, the Board’s risk management oversight is
subject to substantial limitations.

Stock Ownership of Trustees

Information relating to each Trustee’s share ownership in the fund and in all funds advised by
the Adviser as of December 31, 2017 is set out in the chart below.

Aggregate Dollar Range of
Equity Securities in All
Registered Investment

Companies Overseen by

Dollar Range of Trustee in Family of
Name Equity Securities in the Fund  Investment Companies
Independent Trustees
Daniel A. Hanwacker ....... None None
JonC.Hunt ............... None Over $100,000
Vernon C. Kozlen .......... None Over $100,000
JayC.Nadel ............... None Over $100,000
James R. Wolford .......... None Over $100,000
Interested Trustee
Andrew S.Clare ........... None None

The term “family of investment companies” means any two or more registered investment
companies that share the same investment adviser or principal underwriter and hold themselves
out to investors as related companies for purposes of investment and investor services.

As of the date of this SAI, none of the Trustees and officers of the fund owned any outstanding
shares of the fund. As of the date of this SAI, none of the Independent Trustees of the fund or their
immediate family members owned beneficially or of record any securities in the Adviser.

INVESTMENT ADVISER AND OTHER FUND SERVICE PROVIDERS
Investment Adviser

City National Rochdale serves as the investment adviser to the fund. The fund and the Adviser
entered into an Advisory Agreement (the “Advisory Agreement”) dated as of May 16, 2018,
regarding the fund.
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The Adviser provides a continuous investment program of general investment and economic
advice regarding the fund’s investment strategies, manages the fund’s investment portfolio and
provides other services necessary to the operation of the fund. The Adviser supervises the fund’s
investments, conducts its investment program and provides supervisory and compliance services
to the fund. The Adviser provides investment advisory services that include, without limitation,
selection, proactive oversight and monitoring of the Sub-Adviser, regular monitoring of the
Sub-Adviser’s buying and selling of securities for the fund and regular review and evaluation of
the Sub-Adviser performance and adherence to investment style and process.

As of July 31, 2018, the Adviser had approximately $37.9 billion in assets under management.
The Adviser is a wholly-owned subsidiary of City National Bank. City National Bank,
founded in the early 1950s, is a federally chartered commercial bank with approximately
$67.2 billion in assets under administration, which includes $49.2 billion in assets under
management, as of July 31, 2018. City National Rochdale is a wholly-owned subsidiary of
City National Bank, which is a wholly-owned subsidiary of RBC USA Holdco Corporation,
which is a wholly-owned indirect subsidiary of Royal Bank of Canada. Royal Bank of Canada
had approximately $681 billion Canadian dollars in assets under administration, which
includes $986 billion Canadian dollars in assets under management, as of July 31, 2018.

The Adviser receives compensation calculated daily and paid monthly from the fund in the
amount of 1.50% of the fund’s average daily net assets. The Adviser pays the Sub-Adviser a
sub-advisory fee out of the advisory fee it receives from the fund.

The Advisory Agreement provides that the Adviser shall not be liable for any error of
judgment or mistake of law, or for any loss suffered by the Trust in connection with the
matters to which the Advisory Agreement relates, except a loss resulting from willful
misfeasance, bad faith or gross negligence on the part of the Adviser in the performance of its
duties or from reckless disregard of its duties and obligations thereunder.

The Advisory Agreement is in effect with respect to the fund for a two-year term (the “Initial Term”)
from its effective date, and thereafter continues in effect for one-year terms subject to annual
approval (1) by the vote of a majority of the Trustees or by the vote of a majority of the outstanding
voting securities of the fund and (2) by the vote of a majority of the Trustees who are not parties to
the Advisory Agreement or “interested persons” (as that term is defined in the 1940 Act) of any
party thereto, cast in person at a meeting called for the purpose of voting on such approval. The
Advisory Agreement may be terminated with respect to the fund without penalty at any time upon
60 days’ notice by either party or by a vote of a majority of the outstanding shares of the fund, and
will terminate automatically upon its “assignment” (as such term is defined in the 1940 Act).

The Adviser is responsible for payment of all expenses it may incur in performing services
under the Advisory Agreement, including payment of sub-advisory fees to the Sub-Adviser.
The Adviser also pays the fund’s office rent and provides investment advisory, research and
statistical facilities and all clerical services relating to research, statistical and investment
work. To the extent applicable, the Adviser will pay all compensation, fees and expenses of
any of its directors, officers and employees, who may be elected as Trustees or officers of the
fund, with the exception of the fund’s allocable share of the compensation, and fees and
expenses of the fund’s chief compliance officer as determined by the Board.
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The Advisory Agreement provides that the fund is responsible for payment of all expenses it
may incur in its operation and all of its general administrative expenses except those expressly
assumed by the Adviser, as described in the preceding paragraph. These include (by way of
description and not of limitation) the fund’s organizational expenses, costs and expenses
relating to the registration and qualification of the fund’s shares for sale under federal and
state securities laws, expenses of portfolio transactions, the fund’s allocable share of
compensation, fees and reimbursements paid to the fund’s Trustees, cost of auditing services,
legal expenses, charges of the custodian and transfer agent, investment advisory fees,
shareholder servicing costs, pricing costs (including the daily calculation of NAV), federal,
state and local tax and costs of tax returns and reports, interest on borrowings by the fund,
certain insurance premiums, cost of maintenance of corporate existence, investor services
(including allocable personnel and telephone expenses), costs of printing and mailing updated
fund prospectuses to shareholders, costs of preparing, printing, and mailing proxy statements
and shareholder reports to shareholders, the cost of paying dividends, capital gains
distribution, costs of Trustee, Board committee and shareholder meetings, dues to trade
organizations, and any extraordinary expenses, including litigation costs in legal actions
involving the fund, or costs related to indemnification of Trustees, officers and employees of
the fund.

The Adviser also may act as an investment adviser or administrator to other persons, entities,
and corporations, including other investment companies.

The use of the name “City National Rochdale” by the fund is pursuant to the consent of the
Adviser, which may be withdrawn if the Adviser ceases to be the Adviser of the fund.

Sub-Adviser

The Adviser has engaged CIFC Investment Management LLC as the fund’s sub-adviser
pursuant to the investment sub-advisory agreement (the “Sub-Advisory Agreement”) by and
between the Adviser and the Sub-Adviser. Pursuant to the Sub-Advisory Agreement, the
Sub-Adviser carries out and effectuates the investment strategy designed for the fund by the
Adviser. Subject to review by the Adviser and the Board, the Sub-Adviser is responsible for
providing day-to-day investment advice and recommendations for the fund.

The Sub-Adviser is a registered investment adviser specializing in secured U.S. corporate loan
strategies with approximately $19.0 billion of assets under management as of July 31, 2018.
The Sub-Adviser is privately held and is a wholly owned indirect subsidiary of CIFC LLC.

The Sub-Advisory Agreement is in effect with respect to the fund for a two-year term (the
“Initial Term”) from its effective date, and thereafter continues in effect for one-year terms.
The Sub-Advisory Agreement may be terminated with respect to the fund without penalty at
any time upon 60 days’ notice by either party, and will terminate automatically upon its
“assignment” (as such term is defined in the 1940 Act).
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Pursuant to the Sub-Advisory Agreement, the Adviser pays the Sub-Adviser a portion of the
Management Fee received by the Adviser under the Advisory Agreement. The Sub-Adviser
receives monthly compensation from the Adviser in the amount of 1.25% of the fund’s
average daily net assets.

Conflicts of Interest

Each of the Adviser and the Sub-Adviser and their affiliates, directors, officers, employees
and personnel (collectively, for purposes of this section, “City National Rochdale” or “CIFC,”
as applicable), including the entities and personnel who may be involved in the management,
operations or distribution of the fund are engaged in a variety of businesses and have interests
other than that of managing the fund. The broad range of activities and interests of City
National Rochdale and CIFC gives rise to actual, potential and perceived conflicts of interest
that could affect the fund and its shareholders. Certain actual and potential conflicts are
described in this section.

City National Rochdale and CIFC manage or advise other funds and accounts in addition to
the Fund (collectively, the “Other Accounts”). Certain Other Accounts have investment
objectives similar to those of the Fund and/or engage in transactions in the same types of
securities and instruments as the Fund. Such transactions could affect the prices and
availability of the securities and instruments in which the Fund invests, and could have an
adverse impact on the Fund’s performance. Other Accounts may buy or sell positions while
the Fund is undertaking the same or a differing, including potentially opposite, strategy, which
could disadvantage the Fund. A position taken by City National Rochdale and CIFC on behalf
of one or more Other Accounts may be contrary to a position taken on behalf of the Fund or
may be adverse to a company or issuer in which the Fund has invested.

The results of the investment activities of the Fund may differ significantly from the results
achieved for Other Accounts. City National Rochdale and CIFC may give advice, and take
action, with respect to any current or future Other Accounts that may compete or conflict with
advice they may give to, or actions they may take for, the Fund. City National Rochdale and
CIFC may receive more compensation with respect to certain Other Accounts than that
received with respect to the Fund or may receive compensation based on the performance of
certain Other Accounts. City National Rochdale and CIFC personnel may have greater
economic and other interests in certain Other Accounts promoted or managed by such
personnel as compared to the Fund.

City National Rochdale and other financial service providers have conflicts associated with
their promotion of the Fund or other dealings with the Fund that would create incentives for
them to promote the Fund. City National Rochdale may directly or indirectly receive a portion
of the fees charged to the fund or its shareholders in connection with its provision of advisory
services to the fund and shareholder services to shareholders of the fund. City National
Rochdale and CIFC will also benefit from increased amounts of assets under management.
These compensation matters may create a financial incentive on the part of City National
Rochdale to recommend the Fund over other accounts or products or to effect transactions
differently in the Fund as compared to Other Accounts. City National Rochdale and CIFC
have an interest in increasing
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Fund assets, including in circumstances when that may not be in the Fund’s or its shareholders’
interests.

City National Rochdale, out of its past profits and other available sources, may provide cash payments or
non-cash compensation to brokers and other financial intermediaries to promote the distribution of the Fund
and Other Accounts. These arrangements are sometimes referred to as “revenue sharing” arrangements. The
amount of revenue sharing payments may be substantial and may be substantial to any given recipient. The
presence of these payments and the basis on which an intermediary compensates its registered representatives
or salespersons may create an incentive for a particular intermediary, registered representative or salesperson
to highlight, feature or recommend the Fund or Other Accounts, at least in part, based on the level of
compensation paid. Revenue sharing payments benefit City National Rochdale and CIFC to the extent the
payments result in more assets being invested in the Fund and Other Accounts on which fees are being
charged.

City National Rochdale may have a financial incentive to implement certain changes to the Fund or
Other Accounts. For example, the Adviser may, from time to time, recommend a change in
sub-adviser. City National Rochdale may benefit to the extent that it replaces the Sub-Adviser with a
new sub-adviser with a lower sub-advisory fee. Any recommendation to the Board concerning the
replacement of the Sub-Adviser is subject to the Adviser’s fiduciary duty to act in the best interests of
the Fund and its shareholders.

The Adviser has adopted a conflicts of interest policy and procedures to establish a framework for: (i)
identifying practices, activities and relationships of the Adviser and its affiliates that involve or could
involve a conflict of interest with its clients; (ii) assessing and, where feasible, mitigating actual or
potential conflicts with its clients; (iii) managing conflicts of interest in a manner that ensures that the
Adviser’s advice to clients is not compromised; and (iv) providing full disclosure of the nature and
sources of actual or potential conflicts to its clients. This policy requires, among other things,
escalation by the Adviser’s employees of new potential or actual conflicts of interest, regular reviews
of the functioning of the policy, and periodic training of the Adviser’s personnel concerning the topics
covered by the policy.

Expense Limitation

The Adviser has contractually agreed to waive its management fee and/or reimburse expenses to the extent
necessary to ensure that the fund’s total annual operating expenses will not exceed 1.95% (after fee waivers
and/or expense reimbursements, and exclusive of front-end or contingent deferred loads, taxes, interest,
brokerage commissions, acquired fund fees or expenses, extraordinary expenses such as litigation expenses,
and other expenses not incurred in the ordinary course of the fund’s business). These arrangements will
continue for one year from the date of the Prospectus and shall automatically renew for an additional one-year
period unless sooner terminated by the fund or by the Board of Trustees upon 60 days’ written notice to the
Adviser or termination of the Advisory Agreement. The Adviser may recoup fees waived and expenses
reimbursed for a period of three years following the date such reimbursement or reduction was made if such
recoupment does not cause current expenses to exceed the expense limit for the fund in effect at the time the
expenses were paid/waived or any expense limit in effect at the time of recoupment.

Administration Agreement

The fund and SEI Investments Global Funds Services (the “Administrator’’) have entered into an
administration agreement (the “Administration Agreement”). Under the Administration Agreement, the
Administrator provides the fund with administrative services, fund accounting, regulatory reporting,
necessary office space, equipment, personnel, compensation and facilities.
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The Administration Agreement provides that the Administrator shall not be liable for any
error of judgment or mistake of law or for any loss suffered by the fund in connection with the
matters to which the Administration Agreement relates, except a loss resulting from willful
misfeasance, bad faith or gross negligence on the part of the Administrator in the performance
of its duties or from reckless disregard by it of its duties and obligations thereunder. The
Administration Agreement shall remain in effect for a period of three years after the effective
date of the agreement and shall continue in effect for successive renewal terms of two years
each, unless terminated by mutual agreement, by either party on not less than 60 days’ prior
written notice to the other party, upon the liquidation of the fund, upon the liquidation of the
Administrator, or upon 45 days’ written notice following an uncured material breach.

The Administrator is entitled to fees calculated based upon the aggregate average daily net
assets (“Assets”) of the fund, subject to a minimum annual fee. The Administrator may waive
its fee or reimburse various expenses to the extent necessary to limit the total operating
expenses of the fund’s shares.

The Administrator, a Delaware statutory trust, has its principal business offices at One
Freedom Valley Drive, Oaks, Pennsylvania 19456. SEI Investments Management Corporation
(“SIMC”), a wholly-owned subsidiary of SEI Investments Company (“SEI Investments”), is
the owner of all beneficial interest in the Administrator. SEI Investments and its subsidiaries
and affiliates, including the Administrator, are leading providers of fund evaluation services,
trust accounting systems, and brokerage and information services to financial institutions,
institutional investors, and money managers.

Distributor

SEI Investments Distribution Co. (the “Distributor”), a wholly-owned subsidiary of SEI
Investments, and the fund are parties to a distribution agreement (the “Distribution
Agreement”) with respect to shares of the fund. The Distribution Agreement is renewable
annually by approval of the Board and of the Independent Trustees. The Distribution
Agreement may be terminated by the Distributor, by a majority vote of the Independent
Trustees who have no financial interest in the Distribution Agreement or by a majority vote of
the outstanding securities of the fund upon not more than 60 days’ written notice by either
party or upon assignment by the Distributor. The Distributor does not receive any fees under
the Distribution Agreement. The Distributor is located at One Freedom Valley Drive, Oaks,
Pennsylvania 19456.

Transfer Agent

Pursuant to a transfer agent servicing agreement (the “Transfer Agent Servicing Agreement”),
U.S. Bancorp Fund Services, LLC (the “Transfer Agent”), located at 615 East Michigan
Street, Milwaukee, Wisconsin 53202, serves as the fund’s transfer agent. Under the Transfer
Agent Servicing Agreement, the fund will reimburse the Transfer Agent for its cost of
providing such services to the fund. The Transfer Agent Servicing Agreement may be
terminated by the fund or the Transfer Agent (without penalty) at any time upon not less than
60 days’ prior written notice to the other party to the agreement.
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Custodian

U.S. Bank, N.A. (the “Custodian’), located at 1555 N. Rivercenter Drive, Milwaukee,
Wisconsin 53212, serves as the fund’s custodian. The custodian’s responsibilities include
safekeeping and controlling the fund’s cash and securities, handling the receipt and delivery of
securities, and collecting interest and dividends on the fund’s investments.

Independent Registered Public Accounting Firm

The fund’s independent registered public accounting firm, EisnerAmper LLP, audits and
reports on the annual financial statements of the fund and may also perform other professional
accounting, auditing and tax services when engaged to do so by the fund. Shareholders will be
sent audited annual and unaudited semi-annual financial statements. The address of
EisnerAmper is 130 North 18 Street, Suite 3000, Philadelphia, Pennsylvania 19103.

Code of Ethics

Each of the fund, the Adviser, the Sub-Adviser and the Distributor has adopted a code of
ethics which contains policies on personal securities transactions by “access persons.” These
policies comply in all material respects with Rule 17j-1 under the 1940 Act. Each code of
ethics, among other things, permits access persons to invest in certain securities, subject to
various restrictions and requirements.

Proxy Voting

The Board has adopted policies and procedures with respect to voting proxies relating to
portfolio securities held by the fund, pursuant to which the Board has delegated the
responsibility for voting such proxies to the Sub-Adviser as a part of the Sub-Adviser’s
general responsibilities in connection with the investment and re-investment of the fund’s
assets, subject to the Board’s continuing oversight.

A conflict of interest may be deemed to occur when the Sub-Adviser or one of its affiliated
persons has a financial interest in a matter presented by a proxy to be voted on behalf of the
fund, which may compromise the Sub-Adviser’s independence of judgment and action in
judging the proxy. If such a conflict occurs, the Sub-Adviser is required to submit a report to
the Board indicating the nature of the conflict of interest and how it was resolved.

Information on how the fund voted proxies relating to portfolio securities during the 12-month
period ended June 30 will be available (1) without charge, upon request, by calling (888)
889-0799 or (800) 445-1341, (2) on the fund’s website at
www.citynationalrochdalefunds.com, and (3) on the SEC’s website at www.sec.gov.

Certain information regarding the proxy voting policies of the Adviser and the Sub-Adviser is
included as “Appendix B” to this SAIL
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PORTFOLIO MANAGEMENT

Other Accounts Managed by the Portfolio Managers

The table below indicates, for the portfolio managers of the fund, information about the accounts
other than the fund over which the portfolio manager has day-to-day investment responsibility. All
information on the number of accounts and total assets in the table is as of August 30, 2018.

Number of Assets
Accounts Managed for

Managed for which
which Adyvisory Fee

Adyvisory Fee is
Number of Total Assets is Performance-
Portfolio Type of Accounts Managed Performance- Based
Manager Accounts Managed (millions) ($) Based (millions) ($)

Matthew Andrews Registered

investment

companies 0 0 0 0

Other pooled

investment

vehicles 6 600.37 4 514.40

Other accounts 2 136.63 2 136.63
Jay Huang Registered

investment

companies 0 0 0 0

Other pooled

investment

vehicles 6 600.37 4 514.40

Other accounts 2 136.63 2 136.63
Matthew Peron = Registered

investment

companies 1 3,000.0 0 0

Other pooled

investment

vehicles 0 0 0 0

Other accounts 0 0 0 0
Thomas H. Ehrlein Registered

investment

companies 1 46.00 0 0

Other pooled

investment

vehicles 1 31.43 0 0

Other accounts 0 0 0 0

Potential Conflicts of Interest

Portfolio managers who have day-to-day management responsibilities with respect to the fund and
one or more other accounts may be presented with several potential or actual conflicts of interest.

The management of the fund and other accounts may result in a portfolio manager devoting unequal
time and attention to the management of the fund and other account(s). In approving the Advisory
Agreement, the Board of Trustees was satisfied that each portfolio manager would be able to devote
sufficient attention to the management of the fund, and that the Adviser seeks to manage such
competing interests for the time and attention of portfolio managers.

The appearance of a conflict of interest may also arise where the Adviser has an incentive, such
as a performance-based management fee, which relates to the management of one or more, but
not to all, accounts with respect to which a portfolio manager has day-to-day management
responsibilities. For example, an
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investment professional may devote more time to developing and analyzing investment
strategies and opportunities or allocating securities preferentially to the account for which the
Adviser could share in investment gains.

Each of the fund and the Adviser has adopted certain compliance policies and procedures
designed to address the conflicts described above, including policies and procedures designed to
ensure that investment opportunities are allocated equitably among different customer accounts
and that no one client is favored over another. In addition, management of the Adviser meet
periodically to identify and evaluate potential conflicts of interest. However, there is no guarantee
that such policies and procedures will detect each and every situation in which a conflict arises.

Compensation of Portfolio Managers

City National Rochdale is a wholly-owned subsidiary of CNB. The compensation received from
CNB by all City National Rochdale employees, including each of the fund’s portfolio managers,
consists of base cash salaries and annual cash bonuses based on the investment professional’s
assigned portfolios’ investment performance, his/her contribution to investment strategy and
research, client retention, teamwork, and overall participation in CNB’s investment division’s
activities. Investment professionals are also eligible to participate in CNB’s stock option program,
which provides for an annual stock grant based on individual performance, and corporate profit
sharing program, which is a qualified defined contribution plan available to all CNB employees
who are entitled to receive paid vacation. An eligible employee may defer a portion of his or her
pay into the plan, a portion of which is matched by CNB. In addition, CNB may make
discretionary contributions (“employer contributions”) each year equal to a portion of its
consolidated net profits, subject to an overall maximum percentage of compensation. Employer
contributions vest over a period of five years of service with CNB.

Share Ownership by Portfolio Managers

The following table indicates as of July 31, 2018 the value, within the indicated range, of
shares of the fund beneficially owned by the portfolio managers.

Portfolio Manager Dollar Range of Equity Securities in the Fund
Matthew Andrews None
Jay Huang None
Matthew Peron None
Thomas H. Ehrlein None

PORTFOLIO TRANSACTIONS

Portfolio transactions are undertaken principally to: pursue the investment objective of the
fund; invest money obtained from the sale of the fund’s shares; reinvest proceeds from
maturing, or the sale of, portfolio securities; and meet redemptions of the fund’s shares.
Portfolio transactions may increase or decrease the returns of the fund depending upon
management’s ability correctly to time and execute them.

59



The Sub-Adviser, in effecting purchases and sales of portfolio securities for the accounts of
the fund, seeks to obtain best execution under the circumstances then prevailing. Subject to the
supervision of the Board, the Sub-Adviser generally selects broker-dealers for the fund
primarily on the basis of the quality and reliability of services provided, including but not
limited to execution capability and financial responsibility. The Adviser annually performs a
formal review of the broker-dealers used by it with respect to the fund, and performs informal
reviews of the broker-dealers on an on-going basis.

While the fund’s general policy is to seek to obtain the most favorable execution available, in
selecting a broker-dealer to execute portfolio transactions, weight may also be given to the
ability of a broker-dealer to furnish research, brokerage and statistical services to the fund or
to the Sub-Adviser, even if the specific services were not provided just to the fund and may be
lawfully and appropriately used by the Sub-Adviser in advising other clients. The Sub-Adviser
considers such information, which is in addition to, and not in lieu of, the services required to
be performed by it under the Advisory Agreement, as appropriate, to be useful in varying
degrees, but of indeterminable value. In negotiating any commissions with a broker, the fund
may therefore pay a higher commission or spread than would be the case if no weight were
given to the furnishing of these supplemental services, provided that the amount of such
commission has been determined in good faith by the Sub-Adviser to be reasonable in relation
to the value of the brokerage and/or research services provided by such broker-dealer, which
services either produce a direct benefit to the fund or assist the Sub-Adviser in carrying out its
responsibilities to the fund or to other discretionary advisory clients of the Sub-Adviser. The
Sub-Adviser complies with Section 28(e) of the Exchange Act in this regard.

Purchases from underwriters will include a commission or concession paid by the issuer to the
underwriter, and purchases from dealers serving as market makers will include the spread
between the bid and asked prices.

Investment decisions for the fund are reached independently from those for other accounts
managed by the Sub-Adviser. Such other accounts may also make investments in instruments
or securities at the same time as the fund. On occasions when the Sub-Adviser determines the
purchase or sale of a security to be in the best interest of the fund as well as of other clients,
the Sub-Adviser, to the extent permitted by applicable laws and regulations, may aggregate
the securities to be so purchased or sold in an attempt to obtain the most favorable price or
lower brokerage commissions and the most efficient execution. In such event, allocation of the
securities so purchased or sold, as well as the expenses incurred in the transaction, will be
made by the Sub-Adviser in the manner it considers to be the most equitable under the
circumstances and consistent with its fiduciary obligations to the fund and to its other
participating clients. In some cases, this procedure may affect the size or price of the position
obtainable for the fund.

The fund does not direct securities transactions to broker-dealers in recognition of the sale of
fund shares. However, broker-dealers who execute brokerage transactions for the fund may
effect purchases of shares of the fund for their customers. The fund does not use the
Distributor to execute its portfolio transactions.
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PURCHASE OF SHARES; REPURCHASE OF SHARES
Purchase of Shares

Shares of beneficial interest in the fund are being offered during an initial offering period that
is expected to terminate on or about December 14, 2018, or such earlier or later date as the
Adviser may determine in its discretion. During the initial offering period, the shares will be
offered for purchase on a daily basis at the offering price, which is $10.00 per share. The fund
will not commence investment operations until after the completion of the initial offering
period. The fund expects to close to daily purchases by new investors upon completion of the
initial offering period and only the reinvestment of dividends by existing investors will be
permitted upon completion of the initial offering period. Thereafter, the fund generally expects
to re-open to new investment and accept orders to purchase shares on a continuous basis on
the 15th day of each month (or the next business day if the 15th is not a business day).
However, the fund’s ability to accept orders to purchase shares may be limited, including
during periods when, in the judgment of the Adviser, appropriate investments for the fund are
not available. The fund reserves the right to suspend subsequent offerings or to accept
purchases on a basis more or less frequent than once a month or on a date other than the 15th
(or next business day) of a particular month. Subsequent to the initial offering, the shares are
expected to be offered at NAV per share.

Any continuous offering may be discontinued at any time. The fund will have the sole right to
accept orders to purchase shares and reserves the right to reject any order in whole or in part.

Initial purchases are subject to the minimums stated in the Prospectus, except that the Adviser
may waive these minimum investment requirements, in its sole discretion.

Share Repurchase

The fund’s shares are not listed and the fund does not intend to list its shares for trading on
any securities exchange, and does not anticipate that a secondary market will develop for its
shares. Neither the Adviser nor the Distributor intends to make a market in the fund’s shares.

In order to provide some liquidity to shareholders, the fund has adopted, pursuant to

Rule 23c¢-3 under the 1940 Act, a fundamental policy, which cannot be changed without
shareholder approval, requiring the fund to offer to repurchase at least 5% and up to 25% of its
shares at NAV on a regular schedule.

It is also possible that a repurchase offer may be oversubscribed, in which case shareholders
may only be able to have a portion of their shares repurchased. In the event a repurchase offer
by the fund is oversubscribed, the fund may repurchase, but is not required to repurchase,
additional shares up to a maximum amount of 2% of the outstanding shares of the fund. If the
fund determines not to repurchase additional shares beyond the repurchase offer amount, or if
shareholders submit for repurchase an amount of shares greater than that which the fund is
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entitled to repurchase, the fund will repurchase the shares submitted for repurchase on a pro
rata basis. The fund does not currently expect to offer to repurchase additional shares in the
event a repurchase offer is oversubscribed.

PRICING OF SHARES

The NAYV of the fund’s shares is determined by dividing the total value of the fund’s portfolio
investments, plus cash and other assets, less any liabilities (including accrued expenses or
dividends), by the total number of shares outstanding. The fund’s shares are valued as of a
particular time (the “Valuation Time”) each day that the NYSE opens for business. The
Valuation Time is ordinarily at the close of regular trading on the NYSE (normally 4:00 p.m.
Eastern time). The fund’s most recent NAYV is available on the fund’s website,
www.citynationalrochdalefunds.com.

As of the date of SAI, the NYSE is open from Monday through Friday, 9:30 a.m. to 4:00 p.m.,
Eastern Time, and will generally close on, and in observation of the following holidays: New
Year’s Day, Martin Luther King, Jr. Day, Washington’s Birthday, Good Friday, Memorial
Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day.

The Board of Trustees has approved procedures pursuant to which the fund will value its
investments. In accordance with these procedures, the fund’s investments for which market
quotations are readily available are valued at market value. Market values for various types of
securities and other instruments are determined on the basis of closing prices or last sale prices
on an exchange or other market, or based on quotes or other market information obtained from
quotation reporting systems, established market makers, brokers, data delivery vendors, or
pricing services.

The fund’s portfolio will consist primarily of debt and other credit-related investments. The price
for these investments, including CLO investments, Warehouse Investments and investments in
Risk Retention Vehicles, will generally be based on prices provided by the fund’s approved
independent third party pricing services. Pricing services may use evaluated or matrix pricing or
valuation models that utilize certain inputs and assumptions to derive values. Debt and other
credit-related investments may also be valued based on quotations obtained from unaffiliated
market makers and other financial institutions that trade in similar investments. Short-term debt
obligations that will mature in 60 days or less are valued at amortized cost, unless it is determined
that using this method would not reflect an investment’s fair value.

If market quotations are not readily available for an investment or the Adviser reasonably
believes that a valuation of an investment from an independent third party pricing service is
inaccurate or unreliable, such investment will be valued as determined in good faith pursuant
to policies and procedures approved by the Board of Trustees (“fair value pricing”) by a Fair
Value Committee formed by the Adviser to monitor and implement the fair valuation process
with respect to the fund. The Board reviews all fair value determinations typically at its
regularly scheduled meetings. In these circumstances, the Fair Value Committee determines
fair value in a manner that seeks to reflect the market value of the security on the valuation
date based on consideration
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of any information or factors it deems appropriate as further described below. For purposes of
determining the fair value of securities, the Fair Value Committee may consider, without
limitation: (i) indications or quotes from brokers, insurance companies, or reinsurance
companies; (ii) valuations provided by a third-party pricing agent; (iii) internal models that
take into consideration different factors determined to be relevant by the Adviser; (iv) the
Adviser’s and/or Sub-Adviser’s valuation recommendation and information supporting the
recommendation; or (v) any combination of the above. Fair value pricing may require
subjective determinations about the value of an asset or liability.

The values of the fund’s investments in publicly traded foreign equity securities generally will
be determined by a pricing service using pricing models designed to estimate likely changes in
the values of those securities between the times in which the trading in those securities is
substantially completed and the close of the NYSE. Fair values used to determine the fund’s
NAYV may differ from quoted or published prices, or from prices that are used by others, for
the same investments. The use of fair value pricing may not always result in adjustments to
the prices of securities or other assets or liabilities held by the fund.

Valuing securities in accordance with fair value procedures involves greater reliance on
judgment than valuing securities based on readily available market quotations. It is possible that
the fair value determined for a security may be materially different than the value that could be
realized upon the sale of such security. Thus, fair valuation may have an unintended dilutive or
accretive effect on the value of shareholders’ investments in the fund. Information that becomes
known to the fund or its agents after the NAV has been calculated on a particular day will not be
used to retroactively adjust the price of a security or the NAV determined earlier that day.

Investments initially valued in currencies other than the U.S. dollar are converted to U.S.
dollars using exchange rates obtained from pricing services. As a result, the NAV of the
fund’s shares may be affected by changes in the value of currencies in relation to the U.S.
dollar. International markets are sometimes open on days when U.S. markets are closed,
which means that the value of foreign securities owned by the fund could change on days
when fund shares cannot be bought or sold. The value of investments traded in markets
outside the U.S. or denominated in currencies other than the U.S. dollar may be affected
significantly on a day that the NYSE is closed, and the NAV of the fund’s shares may change
on days when an investor is not able to purchase shares or have their shares repurchased by the
fund. The calculation of the fund’s NAV may not take place contemporaneously with the
determination of the prices of foreign securities used in NAV calculations.

DESCRIPTION OF SHARES

The fund is authorized to issue an unlimited number of common shares, without par value. All
shares have equal rights to the payment of dividends and other distributions and the
distribution of assets upon liquidation. Shares, when issued and outstanding, will be fully paid
and non-assessable. Shareholders are entitled to share pro rata in the net assets of the fund
available for distribution to common shareholders upon liquidation of the fund. Common
shareholders are entitled to one vote for each share held.
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The Adviser provided the initial capital for the fund by purchasing shares of the fund. As of
the date of the Prospectus, the Adviser owned 100% of the outstanding shares of the fund. The
Adviser may be deemed to control the fund until such time as it owns less than 25% of the
outstanding shares of the fund.

The fund. The fund’s operations are governed by the Declaration of Trust, dated as of
February 21, 2018 (referred to in this section as the declaration). A copy of the fund’s
Certificate of Trust dated as of February 21, 2018 is on file with the office of the Secretary of
State of Delaware.

Delaware law provides a statutory framework for the powers, duties, rights and obligations of
the board (referred to in this section as the trustees) and shareholders of the Delaware statutory
trust, while the more specific powers, duties, rights and obligations of the trustees and the
shareholders are determined by the trustees as set forth in the declaration. Some of the more
significant provisions of the declaration are described below.

Shareholder voting. The declaration provides for shareholder voting as required by the 1940
Act or other applicable laws but otherwise permits, consistent with Delaware law, actions by
the trustees without seeking the consent of shareholders. The trustees may, without
shareholder approval, where approval of shareholders is not otherwise required under the 1940
Act, merge or consolidate the fund into other entities, reorganize the fund or any class into
another trust or entity or a series or class of another entity, sell the assets of the fund or any
class to another entity, or a series or class of another entity, or terminate the fund.

The fund is not required to hold an annual meeting of shareholders, but the fund will call
special meetings of shareholders whenever required by the 1940 Act or by the terms of the
declaration. Each share of the fund is entitled to one vote.

Election and removal of trustees. The declaration provides that the trustees may establish the
number of trustees and that vacancies on the board may be filled by the remaining trustees,
except when election of trustees by the shareholders is required under the 1940 Act. Trustees
are then elected by a plurality of votes cast by shareholders at a meeting at which a quorum is
present. The declaration also provides that a mandatory retirement age may be set by action of
two-thirds of the trustees and that trustees may be removed at any time or for any reason by a
majority of the board or by a majority of the outstanding shareholders of the fund.

Amendments to the declaration. The trustees are authorized to amend the declaration without
the vote of shareholders, but no amendment may be made that impairs the exemption from
personal liability granted in the declaration to persons who are or have been shareholders,
trustees, officers or, employees of the fund or that limit the rights to indemnification or
insurance provided in the declaration with respect to actions or omissions of persons entitled
to indemnification under the declaration prior to the amendment.

Issuance and redemption of shares. The fund may issue an unlimited number of shares for
such consideration and on such terms as the trustees may determine. Shareholders are not

entitled to any appraisal, preemptive, conversion, exchange or similar rights, except as the
trustees may determine. The fund may involuntarily
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redeem a shareholder’s shares upon certain conditions as may be determined by the trustees,
including, for example, if the shareholder fails to provide the fund with identification required
by law, or if the fund is unable to verify the information received from the shareholder.
Additionally, as discussed below, shares may be redeemed in connection with the closing of
small accounts.

Disclosure of shareholder holdings. The declaration specifically requires shareholders, upon
demand, to disclose to the fund information with respect to the direct and indirect ownership
of shares in order to comply with various laws or regulations, and the fund may disclose such
ownership if required by law or regulation.

Series and classes. The declaration provides that the trustees may establish series and classes
in addition to those currently established and to determine the rights and preferences,
limitations and restrictions, including qualifications for ownership, conversion and exchange
features, minimum purchase and account size, expenses and charges, and other features of the
series and classes. The trustees may change any of those features, terminate any series or
class, combine one or more classes of a series with another class in that series or convert the
shares of one class into another class.

Shareholder, trustee and officer liability. The declaration provides that shareholders are not
personally liable for the obligations of the fund and requires a fund to indemnify a shareholder
against liability arising solely from the shareholder’s ownership of shares in the fund. In
addition, the fund will assume the defense of any claim against a shareholder for personal
liability at the request of the shareholder. The declaration further provides that no trustee,
officer or employee of the fund shall be liable to the fund or any shareholder for any action,
failure to act, error or mistake except in cases of bad faith, willful misfeasance, gross
negligence or reckless disregard of duty. The declaration requires the fund to indemnify each
trustee, director, officer, employee and authorized agent to the fullest extent permitted by law
against liability and against all expenses reasonably incurred or paid by him in connection
with any claim, action, suit or proceeding in which he becomes involved as a party or
otherwise by virtue of his being or having been such a trustee, director, officer, employee, or
agent and against amounts paid or incurred by him in settlement thereof. The 1940 Act
currently provides that no officer or director shall be protected from liability to the fund or
shareholders for willful misfeasance, bad faith, gross negligence, or reckless disregard of the
duties of office. The declaration extends to trustees, officers and employees of the fund the
full protection from liability that the law allows.

The declaration provides that the appointment, designation or identification of a trustee as
chairperson, a member of a committee, an expert, lead independent trustee, or any other
special appointment, designation or identification shall not impose any heightened standard of
care or liability on such trustee.

Derivative actions. The declaration provides a detailed process for the bringing of derivative
actions by shareholders in order to permit legitimate inquiries and claims while avoiding the
time, expense, distraction, and other harm that can be caused to the fund or its shareholders as
a result of spurious shareholder demands and
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derivative actions. Prior to bringing a derivative action, a demand by three unrelated
shareholders must first be made on the fund’s trustees. The declaration details various
information, certifications, undertakings and acknowledgements that must be included in the
demand. Following receipt of the demand, the trustees have a period of 90 days, which may be
extended by an additional 60 days, to consider the demand. If a majority of the trustees who
are considered independent for the purposes of considering the demand determine that
maintaining the suit would not be in the best interests of the fund, the trustees are required to
reject the demand and the complaining shareholders may not proceed with the derivative
action unless the shareholders are able to sustain the burden of proof to a court that the
decision of the trustees not to pursue the requested action was not a good faith exercise of
their business judgment on behalf of the fund. The declaration further provides that
shareholders owning shares representing at least 10% of the voting power of the affected fund
must join in bringing the derivative action. If a demand is rejected, the complaining
shareholders will be responsible for the costs and expenses (including attorneys’ fees) incurred
by the fund in connection with the consideration of the demand, if in the judgment of the
independent trustees, the demand was made without reasonable cause or for an improper
purpose. If a derivative action is brought in violation of the declaration, the shareholders
bringing the action may be responsible for the fund’s costs, including attorneys’ fees.

The declaration further provides that the fund shall be responsible for payment of attorneys’
fees and legal expenses incurred by a complaining shareholder only if required by law, and
any attorneys’ fees that the fund is obligated to pay shall be calculated using reasonable hourly
rates. The declaration also requires that actions by shareholders against the fund be brought
only in the U.S. District Court for the Southern District of New York, or if such action may
not be brought in that court, then in the New York Supreme Court sitting in New York County
with assignment to the Commercial Division to the extent such assignment is permitted under
the Uniform Civil Rules for the Supreme Court, and that shareholders have no right to jury
trial for such actions.

TAX STATUS

The following is a summary discussion of certain U.S. federal income tax consequences that may
be relevant to a shareholder acquiring, holding or disposing of shares of the fund. This discussion
addresses only U.S. federal income tax consequences to U.S. shareholders who hold their shares
as capital assets (within the meaning of Section 1221 of the Internal Revenue Code of 1986, as
amended (the “Code”)) and does not address all of the U.S. federal income tax consequences that
may be relevant to particular shareholders in light of their individual circumstances. This
discussion also does not address the tax consequences to shareholders who are subject to special
rules, including, without limitation, banks and financial institutions, insurance companies, real
estate investment trusts, other regulated investment companies, dealers in securities or foreign
currencies, foreign shareholders, shareholders who hold their shares as or in a hedge, a
constructive sale, or a conversion transaction, S corporations, shareholders who are subject to the
alternative minimum tax, shareholders whose functional currency (as defined in Section 985 of
the Code) is not the U.S. dollar, or governments or their agencies or instrumentalities. In addition,
the discussion does not address any state, local, or non-U.S. or non-income
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tax consequences, and it does not address the effect of any treaty. The discussion reflects
applicable tax laws of the United States as of the date of the Prospectus, which tax laws may
be changed or subject to new interpretations by the courts or the Internal Revenue Service (the
“IRS”) retroactively or prospectively. No attempt is made to present a detailed explanation of
all U.S. federal income tax concerns affecting the fund and its shareholders. Investors are
urged to consult their own tax advisers to determine the specific tax consequences to them of
acquiring, holding and disposing of shares in the fund, including the applicable federal, state,
local and foreign tax consequences to them and the effect of possible changes in tax laws.

The fund will elect to be treated, and intends to qualify each year, as a “regulated investment
company”’ under Subchapter M of the Code, so that it will not be subject to U.S. federal
income tax on income and capital gains distributed as dividends for U.S. federal income tax
purposes to shareholders. In order to qualify as a regulated investment company under
Subchapter M of the Code, the fund must, among other things, (i) derive at least 90% of its
gross income for each taxable year from dividends, interest, payments with respect to certain
securities loans, gains from the sale or other disposition of stock, securities or foreign
currencies, or other income (including gains from options, futures and forward contracts)
derived with respect to its business of investing in such stock, securities or currencies, and net
income derived from an interest in a qualified publicly traded partnership (as defined in
Section 851(h) of the Code) (the “90% income test”) and (i1) diversify its holdings so that, at
the end of each quarter of each taxable year (subject to certain exceptions and special rules):
(a) at least 50% of the value of the fund’s total assets is represented by (1) cash and cash
items, U.S. government securities, securities of other regulated investment companies, and
(2) other securities, with such other securities limited, in respect of any one issuer, to an
amount not greater than 5% of the value of the fund’s total assets and to not more than 10% of
the outstanding voting securities of such issuer and (b) not more than 25% of the value of the
fund’s total assets is invested, including through corporations in which the fund owns a 20%
or more voting stock interest, in (1) the securities (other than U.S. government securities and
securities of other regulated investment companies) of any one issuer, (2) the securities (other
than securities of other regulated investment companies) of two or more issuers that the fund
controls and that are engaged in the same, similar, or related trades or businesses, or (3) the
securities of one or more qualified publicly traded partnerships (collectively, the “asset
diversification tests”).

For purposes of the 90% income test, the character of gross income earned by any entities in
which the fund may invest that are not treated as corporations for U.S. federal income tax
purposes (e.g., partnerships other than certain publicly traded partnerships or trusts that have
not elected to be classified as corporations under the “check-the-box™ regulations) will
generally pass through to the fund. Consequently, in order to qualify as a regulated investment
company, the fund may be required to limit its equity investments in such entities that earn fee
income, rental income, insurance income or other non-qualifying gross income.
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If the fund qualifies as a regulated investment company and properly distributes to its
shareholders each taxable year dividends for U.S. federal income tax purposes in an amount
equal to or exceeding the sum of (i) 90% of its “investment company taxable income” as that
term is defined in the Code (which includes, among other things, dividends, taxable interest,
and the excess of any net short-term capital gains over net long-term capital losses, as reduced
by certain deductible expenses) without regard to the deduction for dividends paid and (ii)
90% of the excess of its gross tax-exempt interest income, if any, over certain disallowed
deductions, the fund generally will not be subject to U.S. federal income tax on any income of
the fund, including “net capital gain” (the excess of net long-term capital gain over net short-
term capital loss), distributed as dividends for U.S. federal income tax purposes to
shareholders. However, if the fund meets such distribution requirements, but chooses to retain
some portion of its taxable income or gains, it generally will be subject to U.S. federal income
tax at regular corporate rates on the amount retained. In the case of capital gains, the fund may
designate certain amounts retained as undistributed net capital gain in a notice to its
shareholders, who (i) will be required to include in income for U.S. federal income tax
purposes, as long-term capital gain, their proportionate shares of the undistributed amount so
designated, (ii) will be entitled to credit their proportionate shares of the income tax paid by
the fund on that undistributed amount against their federal income tax liabilities and to claim
refunds to the extent such credits exceed their liabilities and (iii) will be entitled to increase
their tax basis, for federal income tax purposes, in their shares by an amount equal to the
excess of the amount of undistributed net capital gain included in their respective income over
their respective income tax credits. The fund intends to distribute at least annually all or
substantially all of its investment company taxable income (computed without regard to the
dividends-paid deduction), net tax-exempt interest income, and net capital gain.

If, for any taxable year, the fund does not qualify as a regulated investment company or does
not satisfy the 90% distribution requirement, it generally will be treated as a U.S. corporation
subject to U.S. federal income tax, thereby subjecting any income earned by the fund to tax at
the corporate level and to a further tax at the shareholder level when such income is
distributed. Under certain circumstances, the fund may be able to cure a failure to qualify as a
regulated investment company, but in order to do so, the fund may incur significant fund-level
taxes and may be forced to dispose of certain assets.

Under the Code, the fund will be subject to a nondeductible 4% U.S. federal excise tax on a
portion of its undistributed ordinary income and capital gain net income if it fails to meet
certain distribution requirements with respect to each calendar year and generally for the
twelve month period ending October 31, respectively. The fund intends to make distributions
in a timely manner and accordingly does not expect to be subject to the excise tax.

The fund expects to declare and pay dividends of net investment income and net realized
capital gains annually. Dividends from income and/or capital gains may also be paid at such
other times as may be necessary for the fund to avoid U.S. federal income or excise tax.
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Unless a shareholder specifies otherwise, all distributions from the fund to that shareholder
will be automatically reinvested in additional shares of the fund. For U.S. federal income tax
purposes, all dividends generally are taxable whether a shareholder takes them in cash or they
are reinvested in additional shares of the fund.

In general, assuming that the fund has sufficient earnings and profits, dividends from net
investment income and net short-term capital gains are taxable either as ordinary income or, if
certain conditions are met, as “‘qualified dividend income,” taxable to individual and certain other
noncorporate shareholders at reduced U.S. federal income tax rates relative to ordinary income.

In general, dividends may be reported by the fund as qualified dividend income if they are
attributable to qualified dividend income received by the fund. Qualified dividend income, with
respect to dividends received by a fund shareholder, generally means dividend income received
from the fund’s investments, if any, in common and preferred stock of U.S. companies and stock
of certain qualified foreign corporations, provided that certain holding period and other
requirements are met by both the fund and the fund shareholder in question. The fund is permitted
to acquire stock of corporations and instruments treated as stock of corporations for U.S. federal
income tax purposes, and it is therefore possible that a portion of the fund’s distributions may be
eligible for treatment as qualified dividend income, although the fund does not expect that such
eligible amounts (if any) will constitute a significant portion of its distributions.

A foreign corporation is treated as a qualified foreign corporation for this purpose if it is
incorporated in a possession of the United States or it is eligible for the benefits of certain income
tax treaties with the United States and meets certain additional requirements. Certain foreign
corporations that are not otherwise qualified foreign corporations will be treated as qualified foreign
corporations with respect to dividends paid by them if the stock with respect to which the dividends
are paid is readily tradable on an established securities market in the United States. Passive foreign
investment companies (“PFICs”) are not qualified foreign corporations for this purpose.

A dividend that is attributable to qualified dividend income of the fund that is paid by the fund
to a shareholder will not be taxable as qualified dividend income to such shareholder (1) if the
dividend is received with respect to any share of the fund held for fewer than 61 days during the
121-day period beginning on the date which is 60 days before the date on which such share
became ex-dividend with respect to such dividend (or, in the case of certain preferred stock, 91
days during the 181-day period beginning 90 days before such date), (2) to the extent that the
shareholder is under an obligation (whether pursuant to a short sale or otherwise) to make
related payments with respect to positions in substantially similar or related property, or (3) if
the shareholder elects to have the dividend treated as investment income for purposes of the
limitation on deductibility of investment interest. The “ex-dividend” date is the date on which
the owner of the share at the commencement of such date is entitled to receive the next issued
dividend payment for such share even if the share is sold by the owner on that date or thereafter.

Distributions by the fund in excess of the fund’s current and accumulated earnings and profits
will be treated as a return of capital to the extent of (and in reduction of) the shareholder’s tax
basis in its shares and any such amount in excess of that basis will be treated as gain from the
sale of shares, as discussed below.
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Certain dividends received by the fund from U.S. corporations (generally, dividends received
by the fund in respect of any share of stock (1) with a tax holding period of at least 46 days
during the 91-day period beginning on the date that is 45 days before the date on which the
stock becomes ex-dividend as to that dividend and (2) that is held in an unleveraged position)
and distributed and appropriately so reported by the fund may be eligible for the 50%
dividends-received deduction generally available to certain corporations under the Code.
Certain preferred stock must have a holding period of at least 91 days during the 181-day
period beginning on the date that is 90 days before the date on which the stock becomes
ex-dividend as to that dividend in order to be eligible for this corporate dividends-received
deduction. Capital gain dividends distributed to the fund from other regulated investment
companies are not eligible for the dividends-received deduction. The fund is permitted to
acquire stock of U.S. domestic corporations, and it is therefore possible that a portion of the
fund’s distributions may qualify for this deduction. In order to qualify for the deduction,
corporate shareholders must meet the minimum holding period requirement stated above with
respect to their fund shares, taking into account any holding period reductions from certain
hedging or other transactions or positions that diminish their risk of loss with respect to their
fund shares, and, if they borrow to acquire or otherwise incur debt attributable to fund shares,
they may be denied a portion of the dividends-received deduction with respect to those shares.
Any corporate shareholder should consult its tax adviser regarding the possibility that its tax
basis in its shares may be reduced, for U.S. federal income tax purposes, by reason of
“extraordinary dividends” received with respect to the shares and, to the extent such basis
would be reduced below zero, current recognition of income may be required. As of the date
of this SAI, the fund does not expect to make significant distributions (if any) that will be
eligible for the dividends-received deduction for corporations.

Distributions from net capital gains, if any, that are reported to a fund shareholder as capital
gain dividends by the fund are taxable as long-term capital gains for U.S. federal income tax
purposes without regard to the length of time the shareholder has held shares of the fund.
Capital gain dividends distributed by the fund to individual and certain other noncorporate
shareholders will be taxed as long-term capital gains, which are generally taxable to
noncorporate taxpayers at reduced U.S. federal income tax rates relative to ordinary income. A
shareholder should also be aware that the benefits of the favorable tax rates applicable to long-
term capital gains and qualified dividend income may be affected by the application of the
alternative minimum tax to individual shareholders.

The U.S. federal income tax status of all distributions will be reported to shareholders
annually.

A 3.8% Medicare contribution tax generally applies to all or a portion of the net investment
income of a shareholder who is an individual and not a nonresident alien for federal income
tax purposes and who has adjusted gross income (subject to certain adjustments) that exceeds
a threshold amount ($250,000 if married filing jointly or if considered a “surviving spouse”
for federal income tax purposes, $125,000 if married filing separately, and $200,000 in other
cases). This 3.8% tax also applies to all or a portion of the undistributed net
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investment income of certain shareholders that are estates and trusts. For these purposes,
interest, dividends and certain capital gains (among other categories of income) are generally
taken into account in computing a shareholder’s net investment income.

Certain tax-exempt educational institutions will be subject to a 1.4% tax on net investment
income. For these purposes, certain dividends and capital gain distributions, and certain gains
from the disposition of fund shares (among other categories of income), are generally taken
into account in computing a shareholder’s net investment income.

Although dividends generally will be treated as distributed when paid, any dividend declared by
the fund in October, November or December and payable to shareholders of record in such a
month that is paid during January of the following calendar year will be treated for U.S. federal
income tax purposes as received by shareholders on December 31 of the calendar year in which
it was declared. In addition, certain distributions made after the close of a taxable year of the
fund may be “spilled back™ and treated for certain purposes as paid by the fund during such
taxable year. In such case, however, shareholders generally will be treated as having received
such dividends in the taxable year in which the distributions were actually made. For purposes
of calculating the amount of a regulated investment company’s undistributed income and gain
subject to the 4% excise tax described above, such “spilled back™ dividends are treated as paid
by the regulated investment company when they are actually paid.

For U.S. federal income tax purposes, the fund is permitted to carry forward indefinitely a net
capital loss incurred in any taxable year to offset its capital gains, if any, in taxable years
following the taxable year of the loss. To the extent subsequent capital gains are offset by such
losses, they will not cause the fund to incur a U.S. federal income tax liability, and may not be
distributed as capital gain dividends to shareholders. Generally, the fund may not carry
forward any losses other than net capital losses. Under certain circumstances, the fund may
elect to treat certain losses as though they were incurred on the first day of the taxable year
immediately following the taxable year in which they were actually incurred.

At the time of a purchase of fund shares, a portion of the purchase price paid by a fund
shareholder may be attributable to unrealized appreciation in the fund’s portfolio, or to
undistributed investment income or capital gains of the fund. Consequently, subsequent
distributions by the fund with respect to these shares from such appreciation, investment
income or gains may be taxable to such investor even if the NAV of the investor’s shares is, as
a result of the distributions, reduced below the investor’s cost for such shares and the
distributions economically represent a return of a portion of the investment.

A repurchase by the fund of its shares from a shareholder generally is expected to be treated as
a sale of the shares by the shareholder. If, however, the shareholder continues to own shares of
the fund after the repurchase (including shares owned by attribution), and if the repurchase does
not otherwise qualify under the Code for treatment as a sale of shares, some or all of the
amounts received by a shareholder in a repurchase may be recharacterized either as an ordinary
income dividend or as a capital gain dividend. There is also a risk that shareholders who do not
participate in the repurchase may be deemed to have received such a distribution as a
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result of their proportionate increase in the ownership of the fund. The fund will use its judgment
in reporting repurchases as sales or deemed distributions, but the IRS may disagree with the fund’s
reporting. Shareholders should consult their own tax advisers with reference to their individual
circumstances to determine whether any particular transaction in fund shares (including a
repurchase) is properly treated as a sale for tax purposes, as the following discussion assumes, and
to ascertain the tax treatment of any gains or losses recognized in such transactions.

In general, if fund shares are sold, the shareholder will recognize gain or loss equal to the
difference between the amount realized on the sale and the shareholder’s adjusted basis in the
shares. Such gain or loss generally will be treated as long-term capital gain or loss if the shares
were held for more than one year and otherwise generally will be treated as short-term capital gain
or loss. Any loss recognized by a shareholder upon the sale or other disposition of shares with a
tax holding period of six months or less will be treated as a long-term capital loss to the extent of
any amounts treated as distributions to the shareholder of long-term capital gain with respect to
such shares (including any amounts credited to the shareholder as undistributed capital gains).

The fund may report to the IRS the amount of proceeds that a shareholder receives from a
repurchase of fund shares. The fund may also report the shareholder’s basis in those shares
and whether any gain or loss that the shareholder realizes on the repurchase is short-term or
long-term gain or loss. If a shareholder has a different basis for different shares of the fund in
the same account (e.g., if a shareholder purchased fund shares in the same account at different
times for different prices, including as the result of reinvestment of dividends), the fund will
calculate the basis of the shares using its default method unless the shareholder has properly
elected to use a different method. The fund’s default method for calculating basis will be the
average basis method, under which the basis per share is reported as the average of the bases
of all of the shareholder’s fund shares in the account. A shareholder may elect, on an
account-by-account basis, to use a method other than average basis by following procedures
established by the fund. If such an election is made on or prior to the date of the first
repurchase of shares in the account and on or prior to the date that is one year after the
shareholder receives notice of the fund’s default method, the new election will generally apply
as if the average basis method had never been in effect for such account. If such an election is
not made on or prior to such dates, the shares in the account at the time of the election will
generally retain their averaged bases. Shareholders should consult their tax advisers
concerning the tax consequences of applying the average basis method or electing another
method of basis calculation.

Losses on repurchases of shares may be disallowed under “wash sale” rules in the event of
other investments in the fund (including those made pursuant to reinvestment of distributions)
within a period of 61 days beginning 30 days before and ending 30 days after a repurchase or
other disposition of shares. In such a case, the disallowed portion of any loss generally would
be included in the U.S. federal tax basis of the shares acquired in the other investments.

Under Treasury Regulations, if a shareholder recognizes a loss with respect to fund shares of
$2 million or more for an individual shareholder, or $10 million or more for a corporate
shareholder, in any single taxable year
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(or certain greater amounts over a combination of years), the shareholder must file with the
IRS a disclosure statement on IRS Form 8886. Shareholders who own portfolio securities
directly are in many cases excepted from this reporting requirement but, under current
guidance, shareholders of regulated investment companies are not excepted. A shareholder
who fails to make the required disclosure to the IRS may be subject to adverse tax
consequences, including substantial penalties. The fact that a loss is reportable under these
regulations does not affect the legal determination of whether or not the taxpayer’s treatment
of the loss is proper. Shareholders should consult with their tax advisers to determine the
applicability of these regulations in light of their individual circumstances.

Shareholders that are exempt from U.S. federal income tax, such as retirement plans that are
qualified under Section 401 of the Code, generally are not subject to U.S. federal income tax
on fund dividends or distributions, or on repurchases of fund shares unless the fund shares are
“debt-financed property” within the meaning of the Code. However, in the case of fund shares
held through a non-qualified deferred compensation plan, fund dividends and distributions
received by the plan and gains from repurchases of fund shares by the plan generally are
taxable to the employer sponsoring such plan in accordance with the U.S. federal income tax
laws that are generally applicable to shareholders receiving such dividends or distributions
from regulated investment companies such as the fund.

A plan participant whose retirement plan invests in the fund, whether such plan is qualified or
not, generally is not subject to tax on fund dividends or distributions received by the plan or
on gains from repurchases of fund shares by the plan for U.S. federal income tax purposes.
However, distributions to plan participants from a retirement plan account generally are
taxable as ordinary income, and different tax treatment, including penalties on certain excess
contributions and deferrals, certain pre-retirement and post-retirement distributions and certain
prohibited transactions, is accorded to accounts maintained as qualified retirement plans.
Shareholders should consult their tax advisers for more information.

Foreign exchange gains and losses realized by the fund in connection with certain transactions
involving foreign currency-denominated debt securities, certain options, futures contracts,
forward contracts and similar financial instruments relating to foreign currency, foreign
currencies, or payables or receivables denominated in a foreign currency are subject to

Section 988 of the Code, which generally causes such gains and losses to be treated as
ordinary income and losses and may affect the amount, timing and character of distributions to
shareholders. Under Treasury Regulations that may be promulgated in the future, any gains
from such transactions that are not directly related to the fund’s principal business of investing
in stock or securities (or its options contracts or futures contracts with respect to stock or
securities) may have to be limited in order to enable the fund to satisfy the 90% income test.

Certain investments made by the fund (including equity tranche investments in CLOs) may be
treated as equity interests in PFICs for federal income tax purposes. In general, a PFIC is a
foreign corporation (i) that earns at least 75% of its annual gross income from passive sources
(such as interest, dividends, certain rents and royalties, or capital gains) or (i1) where at least
50% of its assets (computed based on average fair market value) either
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produce or are held for the production of passive income. If the fund directly or indirectly
holds any equity interest (under Treasury Regulations that may be promulgated in the future,
generally including not only stock but also an option to acquire stock such as is inherent in a
convertible bond) in a PFIC, the fund could be subject to U.S. federal income tax and
additional interest charges on “excess distributions” received (directly or indirectly) from the
PFIC or on any gain recognized by the fund (directly or indirectly) from the sale or other
disposition of stock in the PFIC, even if all income or gain actually earned by the fund is
timely distributed to its shareholders. The fund would not be able to pass through to its
shareholders any credit or deduction for such a tax. Gains recognized by the fund from the
sale or other disposition of stock of PFICs may also be treated as ordinary income.

A “qualified electing fund” election or a “mark to market” election may be available that would
ameliorate these adverse tax consequences, but such elections could require the fund to recognize
taxable income or gain (which would be subject to the distribution requirements applicable to
regulated investment companies, as described above) without the concurrent receipt of cash. In
order to satisfy the distribution requirements with respect to such income or gain and avoid a tax
on the fund, the fund may be required to liquidate portfolio securities that it might otherwise have
continued to hold (potentially resulting in taxable gain or loss to the fund and potentially under
disadvantageous circumstances), or the fund may be required to borrow cash. In order for the fund
to make a qualified electing fund election with respect to a PFIC, the PFIC would have to agree to
provide certain tax information to the fund on an annual basis, which it might not agree to do. If
the fund makes a valid qualified electing fund election with respect to a PFIC, the fund will
include in its income each year its pro rata share of the PFIC’s net capital gains (as long-term
capital gain) and other earnings and profits (as ordinary income), whether or not any amounts are
distributed from the PFIC to the fund. If the qualified electing fund election is made, actual cash
distributions by the PFIC paid out of earnings and profits already included in taxable income will
not be taken into account in determining the taxable income of the fund. Any gain or loss
recognized by the fund from the sale or other disposition of stock of a PFIC for which the fund has
made a qualified electing fund election will generally be treated as a capital gain or loss. Under
proposed Treasury Regulations, certain income derived by the fund from a PFIC with respect to
which the fund has made a qualified electing fund election would generally constitute qualifying
income only to the extent the PFIC makes timely distributions of that income to the fund, which
could limit the fund’s investment strategy or adversely affect the fund’s ability to qualify as a
regulated investment company. If the fund makes a mark-to-market election with respect to a
PFIC, the fund generally will include as ordinary income each taxable year the excess, if any, of
the fair market value of its stock in the PFIC at the end of the year over its adjusted tax basis in
that stock, and the fund generally will be allowed to take an ordinary loss in respect of the excess,
if any, of its adjusted tax basis in that stock over the fair market value of that stock at the end of
the year (but only to the extent of the net amount of income previously included by the fund as a
result of the mark-to-market election). If the fund makes a mark-to-market election with respect to
a PFIC, then any gain recognized by the fund from the sale or other disposition of the stock of a
PFIC will generally be treated as ordinary income, and any loss so recognized will be treated as an
ordinary loss to the extent of the net amount of income previously included by the fund as a result
of the mark-to-market election. The fund may limit and/or manage its holdings in PFICs to limit
its tax liability or maximize its after-tax return from these investments.
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If the fund owns (directly or indirectly) 10% or more of the total combined voting power of all
classes of stock of a foreign corporation or 10% or more of the total value of shares of all classes
of stock of a foreign corporation (including, in each case, certain interests in CLOs), the fund
will be treated as a “U.S. Shareholder” for purposes of determining whether such foreign
corporation is a “controlled foreign corporation” (a “CFC”). If the fund is a U.S. Shareholder
with respect to such foreign corporation and a sufficient portion of the interests in such foreign
corporation (including equity tranche investments in CLOs) are held by the fund, independently
or together with certain other U.S. Shareholders, should foreign corporation would be treated as
a CFC with respect to the fund, in which case the fund will be required to take into account each
year, as ordinary income, its share of certain portions of such CFC’s income, whether or not
such amounts are distributed. The fund may have to dispose of its portfolio securities
(potentially resulting in the recognition of taxable gain or loss, and potentially under
disadvantageous circumstances) to generate cash, or may have to borrow the cash, to meet its
distribution requirements and avoid fund-level taxes. Under proposed Treasury Regulations,
certain income derived by the fund from a CFC would generally constitute qualifying income
only to the extent the CFC makes timely distributions of that income to the fund, which could
limit the fund’s investment strategy or adversely affect the fund’s ability to qualify as a
regulated investment company. In addition, some fund gains recognized from the sale or other
disposition of interests in such an issuer may be treated as ordinary income. The fund may limit
and/or manage its holdings in issuers that could be treated as CFCs in order to limit its tax
liability or maximize its after-tax return from these investments.

If the fund invests in certain pay-in-kind securities, zero coupon securities, deferred interest
securities or, in general, any other securities with original issue discount (or with market discount
if the fund elects or is otherwise required to include market discount in income currently), the fund
generally must accrue income on such investments for each taxable year, which generally will be
recognized by the fund as a component of its investment company taxable income prior to the
receipt of the corresponding cash payments. However, the fund must distribute to its shareholders,
at least annually, all or substantially all of its investment company taxable income (determined
without regard to the deduction for dividends paid), including such accrued income, in order to
qualify to be treated as a regulated investment company under the Code and avoid U.S. federal
income and excise taxes. Therefore, the fund may have to dispose of its portfolio securities,
potentially under disadvantageous circumstances, to generate cash, or may have to borrow the
cash, to satisty distribution requirements. Such a disposition of securities may potentially result in
additional taxable gain or loss to the fund.

The fund may invest to a significant extent in, or hold, debt instruments that are below
investment grade or that are unrated, including debt instruments of issuers not currently
paying interest or that are in default. Investments in debt instruments that are at risk of or are
in default present special tax issues for the fund. Federal income tax rules are not entirely clear
about issues such as when the fund may cease to accrue interest, original issue discount or
market discount, when and to what extent deductions may be taken for bad debts or worthless
securities, how payments received on debt instruments in default should be allocated between
principal and interest and whether certain exchanges of debt instruments in a workout context
are taxable events for U.S. federal income tax purposes. These and other issues will be
addressed by the fund, in the event it invests in or holds such debt instruments, in order to
mitigate the risk that it fails to distribute sufficient income to preserve its qualification for
treatment as a regulated investment company and minimize U.S. federal income or excise tax.
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Options written or purchased and futures contracts entered into by the fund on certain
securities, indices and foreign currencies, as well as certain forward foreign currency contracts
and similar financial instruments, may cause the fund to recognize gains or losses from
marking-to-market even though such options may not have lapsed or been closed out or
exercised, or such futures or forward contracts or similar financial instruments may not have
been performed or closed out. The tax rules applicable to these contracts, options and similar
financial instruments may affect the characterization of some capital gains and losses realized
by the fund as long-term or short-term. Certain options, futures and forward contracts and
similar financial instruments relating to foreign currency may be subject to Section 988 of the
Code, as described above, and accordingly may produce ordinary income or loss.
Additionally, the fund may be required to recognize gain if an option, futures contract,
forward contract, short sale or similar transaction that is not subject to the mark-to-market
rules is treated as a “constructive sale” of an “appreciated financial position” held by the fund
under Section 1259 of the Code. Any net mark-to-market gains and/or gains from constructive
sales may also have to be distributed to satisfy the distribution requirements referred to above
even though the fund may receive no corresponding cash amounts, possibly requiring the
disposition of portfolio securities or borrowing to obtain the necessary cash. Such a
disposition of securities may potentially result in additional taxable gain or loss to the fund.
Losses on certain options, futures or forward contracts and similar financial instruments, and/
or offsetting positions (portfolio securities or other positions with respect to which the fund’s
risk of loss is substantially diminished by one or more options, futures or forward contracts)
may also be deferred under the tax straddle rules of the Code, which may also affect the
characterization of capital gains or losses from straddle positions and certain successor
positions as long-term or short-term. Certain tax elections may be available that would enable
the fund to ameliorate some adverse effects of the tax rules described in this paragraph. The
tax rules applicable to options, futures, forward contracts and straddles may affect the amount,
timing and character of the fund’s income and gains or losses and hence of its distributions to
shareholders.

The fund will not be considered a “publicly offered” regulated investment company if it does
not have at least 500 shareholders at all times during a taxable year and its shares are not
treated as continuously offered pursuant to a public offering. If for any taxable year the fund
were not a “publicly offered” regulated investment company within the meaning of

Section 67(c)(2)(B) of the Code, certain of the fund’s direct and indirect expenses would be
subject to special rules relating to expenses. Very generally, pursuant to Treasury Regulations,
expenses of a regulated investment company that is not “publicly offered,” except those
specific to its status as a regulated investment company or separate entity (e.g., registration
fees or transfer agency fees), are treated as additional dividends to certain fund shareholders
(generally including other regulated investment companies that are not “publicly offered,”
individuals and entities that compute their taxable income in the same manner as individuals)
and, for years beginning after December 31, 2017 and before January 1, 2026, are not
deductible by those shareholders that are individuals (or entities that compute their taxable
income in the same manner as individuals).
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The fund may be subject to withholding and other taxes imposed by foreign countries,
including taxes imposed on interest, dividends and capital gains with respect to its investments
in those countries. Any such taxes would, if imposed, reduce the yield on or return from those
investments. Tax conventions between certain countries and the U.S. may reduce or eliminate
such taxes in some cases. If more than 50% of the fund’s total assets at the close of any
taxable year consist of stock or securities of foreign corporations, the fund may elect to pass
through to its shareholders their pro rata shares of qualified foreign taxes paid by the fund for
that taxable year. If the fund so elects, shareholders would be required to include such taxes in
their gross incomes (in addition to the dividends and distributions they actually receive),
would treat such taxes as foreign taxes paid by them, and as described below may be entitled
to a tax deduction for such taxes or a tax credit, subject to a holding period requirement and
other limitations under the Code.

Qualified foreign taxes generally include taxes that would be treated as income taxes under
U.S. tax regulations but do not include certain taxes, such as stamp taxes, securities
transaction taxes, and similar taxes. If the fund qualifies to make, and makes, the election
described above, shareholders may deduct their pro rata portion of qualified foreign taxes paid
by the fund for that taxable year in computing their income subject to U.S. federal income
taxation or, alternatively, claim them as credits, subject to applicable limitations under the
Code, against their U.S. federal income taxes. Shareholders who do not itemize deductions for
U.S. federal income tax purposes will not, however, be able to deduct their pro rata portion of
qualified foreign taxes paid by the fund, although such shareholders will be required to
include their shares of such taxes in gross income if the fund makes the election described
above. No deduction for such taxes will be permitted to individuals in computing their
alternative minimum tax liability.

If the fund makes this election and a shareholder chooses to take a credit for the foreign taxes
deemed paid by such shareholder, the amount of the credit that may be claimed in any taxable
year may not exceed the same proportion of the U.S. tax against which such credit is taken that
the shareholder’s taxable income from foreign sources (but not in excess of the shareholder’s
entire taxable income) bears to his entire taxable income. For this purpose, long-term and short-
term capital gains the fund realizes and distributes to shareholders will generally not be treated
as income from foreign sources in their hands, nor will distributions of certain foreign currency
gains subject to Section 988 of the Code or of any other income recognized by the fund that is
deemed, under the Code, to be U.S.-source income in the hands of the fund. This foreign tax
credit limitation may also be applied separately to certain specific categories of foreign-source
income and the related foreign taxes. As a result of these rules, which may have different
effects depending upon each shareholder’s particular tax situation, certain shareholders may not
be able to claim a credit for the full amount of their proportionate share of the foreign taxes
paid by the fund. Shareholders who are not liable for U.S. federal income taxes, including
tax-exempt shareholders, will ordinarily not benefit from this election. If the fund does make
the election, it will provide required tax information to shareholders. The fund generally may
deduct any foreign taxes that are not passed through to its shareholders in computing its income
available for distribution to shareholders to satisfy applicable

77



tax distribution requirements. Under certain circumstances, if the fund receives a refund of
foreign taxes paid in respect of a prior year, the value of fund shares could be reduced, or any
foreign tax credits or deductions passed through to shareholders in respect of the fund’s
foreign taxes for the current year could be reduced.

The fund is required to withhold (as “backup withholding™) a portion of reportable payments,
including dividends, capital gain distributions and the proceeds of repurchases of fund shares,
paid to shareholders who have not complied with certain IRS regulations. The backup
withholding rate is currently 24%. In order to avoid this withholding requirement,
shareholders, other than certain exempt entities, must generally certify that the Social Security
Number or other Taxpayer Identification Number they provide is their correct number and that
they are not currently subject to backup withholding, or that they are exempt from backup
withholding. The fund may nevertheless be required to backup withhold if it receives notice
from the IRS or a broker that the number provided is incorrect or backup withholding is
applicable as a result of previous underreporting of interest or dividend income.

Backup withholding is not an additional tax. Any amounts withheld may be credited against
the applicable shareholder’s federal income tax liability, provided the appropriate information
is timely furnished to the IRS.

Persons holding fund shares who are not U.S. persons may be subject to different U.S. federal
income tax treatment, including a non-resident alien U.S. withholding tax at the rate of 30% or
any lower applicable treaty rate on amounts treated as ordinary dividends from the fund (other
than certain dividends reported by the fund as (i) interest-related dividends, to the extent such
dividends are derived from the fund’s “qualified net interest income,” or (i1) short-term capital
gain dividends, to the extent such dividends are derived from the fund’s “qualified short-term
gain”) or, in certain circumstances, unless an effective IRS Form W-8BEN or other applicable
and authorized U.S. nonresident withholding certificate is on file, to backup withholding on
certain other payments from the fund. “Qualified net interest income” is generally the fund’s
net income derived from U.S.-source interest and original issue discount, subject to certain
exceptions and limitations. “Qualified short-term gain” generally means the excess of the net
short-term capital gain of the fund for the taxable year over its net long-term capital loss, if
any. Backup withholding will not be applied to payments that have been subject to the 30%
(or lower applicable treaty rate) withholding tax described in this paragraph.

Unless certain non-U.S. entities that hold fund shares comply with IRS requirements that will
generally require them to report information regarding U.S. persons investing in, or holding
accounts with, such entities, a 30% withholding tax may apply to fund distributions payable to
such entities and, after December 31, 2018, repurchase proceeds and certain capital gain
dividends payable to such entities. A non-U.S. shareholder may be exempt from the
withholding described in this paragraph under an applicable intergovernmental agreement
between the U.S. and a foreign government, provided that the shareholder and the applicable
foreign government comply with the terms of such agreement.
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Income earned by a non-U.S. shareholder from the fund that is effectively connected with a
trade or business conducted by the non-U.S. shareholder in the U.S. (“effectively connected
income”) generally will be subject to federal income tax at the graduated rates applicable to
U.S. citizens, residents or domestic corporations, whether such income is received in cash or
reinvested in fund shares and, in the case of a non-U.S. corporation, may also be subject to a
branch profits tax.

Shareholders should consult their own tax advisers on these matters and on state, local, foreign
and other applicable tax laws.

A state income (and possibly local income and/or intangible property) tax exemption is
generally available to the extent the fund’s distributions are derived from interest on (or, in the
case of intangible property taxes, to the extent the value of its assets is attributable to) certain
U.S. government obligations, provided, in some states, that certain thresholds for holdings of
such obligations and/or reporting requirements are satisfied. The fund will not seek to satisfy
any threshold or reporting requirements that may apply in particular taxing jurisdictions,
although the fund may in its sole discretion provide relevant information to shareholders.

ADDITIONAL INFORMATION

A Registration Statement on Form N-2, including amendments thereto, relating to the shares
offered hereby, has been filed by the fund with the SEC, Washington, D.C. The Prospectus
and this SAI do not contain all of the information set forth in the Registration Statement,
including any exhibits and schedules thereto. For further information with respect to the fund
and the shares offered hereby, reference is made to the Registration Statement. A copy of the
Registration Statement may be inspected without charge at the SEC’s principal office in
Washington, D.C., and copies of all or any part thereof may be obtained from the SEC upon
the payment of certain fees prescribed by the SEC.
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FINANCIAL STATEMENTS AND REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

EiznerAmper LLP

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Trustees
City National Rochdale Strategic Credit Fund

Opinion on the Financial Statements

We have audited the accompanying statement of assets and liabilities of City National
Rochdale Strategic Credit Fund (the “Fund”) as of September 14, 2018, and the related
statement of operations for the period from February 26, 2018 (inception) through
September 14, 2018. In our opinion, the financial statements present fairly, in all material
respects, the financial position of the Fund as of September 14, 2018, and the results of its
operations for the period from February 26, 2018 (inception) through September 14, 2018
in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Fund’s management. Our
responsibility is to express an opinion on the Fund’s financial statements based on our
audit. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (“PCAOB”) and are required to be independent with
respect to the Fund in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, whether due to
error or fraud. The Fund is not required to have, nor were we engaged to perform, an
audit of its internal control over financial reporting. As part of our audit we are required to
obtain an understanding of internal control over financial reporting but not for the purpose
of expressing an opinion on the effectiveness of the Fund’s internal control over financial
reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement of
the financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audit also
included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that our audit provides a reasonable basis for our opinion.

/sl EisnerAmper LLP

We have served as the auditor of one or more City National Rochdale investment
companies since 2015.

EISNERAMPER LLP
Philadelphia, Pennsylvania
October 1, 2018
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City National Rochdale Strategic Credit Fund

Statement of Assets and Liabilities

As of September 14, 2018

Assets
Cash ... $ 100,000
Deferred offering costs . ... ... 269,244
Receivable due from AdVISEr . ......... .. 151,465
TOAl ASSELS . . o v v e e e e $ 520,709
Liabilities
Offering costs payable . ... ... .. . . . $ 269,244
Organization costs payable ........ ... .. .. 151,465
Total HabilitieS . . ... ..ottt $ 420,709
Net aSSetS . ..o e $ 100,000
Net Assets
Paid-in Capital, $0.00, unlimited authorization, 10,000 shares issued and
OUtStaNding .. ... $ 100,000
TOtal NEL ASSELS -« o v v e e e e e e e e e e $ 100,000
Netasset value pershare ........ ... .. ... i $ 10.00

See accompanying notes to financial statements.
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City National Rochdale Strategic Credit Fund

Statement of Operations

February 26, 2018 (date of organization) to September 14, 2018 *

Expenses

Organization COSES . .. ...ttt ettt e e e et e e $ 151,465
Total EXPENSES . . .ottt 151,465

Less: reimbursement by Adviser .............. i (151,465)

INEL EXPEONSES - . v v vttt e et e e e e e e e

Net investment inCome . . . . ... ... e $ -

*  Date of initial share purchase by the Investment Adviser is September 14, 2018.

See accompanying notes to financial statements.
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City National Rochdale Strategic Credit Fund

Notes to Financial Statements

September 14, 2018

1. Organization

City National Rochdale Strategic Credit Fund (the “Fund”) is a Delaware statutory trust
registered as an investment company under the Investment Company Act of 1940, as amended
(the “1940 Act”), and was organized on February 26, 2018. The Fund is a continuously offered,
non-diversified, closed-end management investment company. The Fund is an interval fund that
will offer to make quarterly repurchases of shares at net asset value (“NAV”). The Fund will
initially offer shares at the offering price of $10.00 per share. Subsequent to the initial offering,
the shares are expected to be offered on a continuous basis at NAV per share.

The Fund expects to commence operations in the fourth calendar quarter of 2018. The Fund’s
investment advisor, City National Rochdale, LLC, a wholly-owned subsidiary of City
National Bank (the “Advisor”), on a day-to-day basis for investment of the Fund’s portfolio in
accordance with its investment objective and principal investment strategies. The Advisor is
registered as an investment advisor with the Securities and Exchange Commission (the
“SEC”) under the Investment Advisers Act of 1940, as amended. A Statement of Changes in
Net Assets and Financial Highlights are not disclosed within the financial statements, as the
Fund has not commenced operations as of the date of the financial statements.

The Fund’s primary objective is to generate current income; its secondary objective is long-term
capital appreciation. The Fund seeks to achieve its investment objective by investing, under
normal circumstances, at least 80% of its net assets (plus the amount of any borrowings for
investment purposes) in debt securities and other credit-related investments. For purposes of the
Fund’s 80% policy, “credit-related investments” include equity tranches of collateralized loan
obligations (“CLOs”), equity interests in CLO warehouse, funds that invest primarily in debt
securities, and derivatives that have similar economic characteristics to debt securities. The Fund
normally will focus on investments in equity and mezzanine tranches of collateralized loan
obligations (“CLOs”). The Fund also may invest in other types of debt securities and credit-related
investments, including, without limitation, more senior debt tranches of CLOs, mortgage-backed
and other asset-backed securities, other forms of structured credit, high yield and investment grade
bonds, notes and debentures of U.S. and non-U.S. issuers, securities issued or guaranteed by the
U.S. government, its agencies, instrumentalities or sponsored entities, senior secured or second
lien or other subordinated or unsecured floating rate and fixed rate loans or debt, and other fixed,
floating, or variable interest rate securities. The Fund may invest in debt securities and credit-
related investments of any maturity and credit quality. The Fund also may invest up to 20% of its
net assets in equity securities of companies of any market capitalization throughout the world. To
the extent consistent with the repurchase liquidity requirements for interval funds under

Rule 23c-3 of the Act, the Fund may invest without limitation in illiquid securities.

The Fund may invest in debt securities and credit-related investments of any maturity and
credit quality, including securities rated below investment grade (such as high yield bonds)
and unrated securities. Investment grade securities are those rated in the Baa3 or higher
categories by Moody’s Investors Service, Inc. (“Moody’s”), or in the BBB- or higher
categories by Standard & Poor’s, a division of McGraw Hill
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Companies Inc. (“S&P”), or Fitch Ratings Ltd. (“Fitch”) or, if unrated by S&P, Moody’s,
Fitch or another Nationally Recognized Statistical Rating Organization (“NRSRO”),
determined by the Sub-Adviser to be of comparable credit quality. High yield bonds,
commonly referred to as “junk bonds,” have predominately speculative characteristics with
respect to the issuer’s capacity to pay interest and repay principal and may be difficult to value
and illiquid. The Fund may invest in securities and other instruments for which the issuer is
not current in its payment obligations, including securities of stressed, distressed and bankrupt
issuers and debt obligations that are in default.

The Fund also may invest up to 20% of its net assets in equity securities of companies of any
market capitalization throughout the world. The Fund may invest in both U.S. dollar
denominated and non-U.S. dollar denominated loans and securities, as well as securities of
foreign issuers. In addition to the above, the Fund may invest in a broad range of other types
of debt securities, including certificates of deposit, money market securities, funds that invest
primarily in debt securities, and cash, cash equivalents and other short term holdings and may
enter into repurchase agreements and reverse repurchase agreements.

The Fund has had no operations to date other than matters relating to its organization and
offering as a closed-end management investment company under the 1940 Act. To date, the
only capital contribution to the Fund resulted in the issuance of 10,000 shares of beneficial
interest of the Fund at an aggregate purchase price of $100,000 on September 14, 2018.

2. Summary of Significant Accounting Policies

Basis of Presentation: The Fund is an investment company that conforms with accounting
principles generally accepted in the United States of America (“U.S. GAAP”). The
accompanying financial statements were prepared in accordance with U.S. GAAP. The Fund
is an investment company and follows the accounting and reporting guidance under Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic
946, “Financial Services-Investment Companies.

The significant accounting policies followed by the Fund in the preparation of its financial
statements are as follows:

In accordance with the authoritative guidance on fair value measurements and disclosure under
U.S. GAAP, the Fund discloses fair value of its investments in a hierarchy that prioritizes the
inputs to valuation techniques used to measure the fair value. The objective of a fair value
measurement is to determine the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date (an exit
price). Accordingly, the fair value hierarchy gives the highest priority to quoted prices
(unadjusted) in active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). The three levels of the fair value hierarchy are described below:
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Level 1 — Unadjusted quoted prices in active markets for identical, unrestricted assets or
liabilities that the Funds have the ability to access at the measurement date;

Level 2 — Other significant observable inputs (includes quoted prices for similar securities,
interest rates, prepayment speeds, credit risk, referenced indices, quoted prices in inactive markets,
adjusted quoted prices in active markets, adjusted quoted prices on foreign equity securities that
were adjusted in accordance with pricing procedures approved by the Board, etc.); and

Level 3 — Prices, inputs or exotic modeling techniques which are both significant to the fair
value measurement and unobservable (supported by little or no market activity). Investments are
classified within the level of the lowest significant input considered in determining fair value.

Investments classified within Level 3 whose fair value measurement considers several inputs
may include Level 1 or Level 2 inputs as components of the overall fair value measurement.

Use of Estimates: The preparation of the financial statements in conformity with U.S. GAAP
requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates and such differences could be material.

Cash and Cash Equivalents: The Fund considers all highly liquid investments with original
maturities of 90 days or less to be cash equivalents. The Fund’s cash and cash equivalents are
maintained with a major United States financial institution, which is a member of the Federal
Deposit Insurance Corporation.

Federal Income Taxes: The Fund intends to qualify as a “regulated investment company”
under Sub-chapter M of the Internal Revenue Code of 1986, as amended. If so qualified, the
Fund will not be subject to federal income tax to the extent it distributes substantially all of its
net investment income and net capital gains to its shareholders.

The Fund evaluates tax positions taken or expected to be taken in the course of preparing the
Fund’s tax returns to determine whether it is “more-likely-than not” (i.e., greater than
50-percent) that each tax position will be sustained upon examination by a taxing authority
based on the technical merits of the position. Tax positions not deemed to meet the more-
likely-than-not threshold are recorded as a tax benefit or expense in the current year.

Organizational and Offering Costs: Organization costs have been expensed as incurred in
accordance with U.S. GAAP. The Adviser has agreed to reimburse the Fund for such
organization costs, and such reimbursement is subject to recapture by the Adviser as discussed
in Note 3. Offering costs, consisting of
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the costs related to initial prospectus and registration of the Fund, will be paid by the Fund and
amortized on a straight line basis over the first 12 months of operations.

3. Agreements
Investment Advisory Agreement

The Fund will pay to the Adviser a monthly fee calculated daily at an annual rate equal to 1.50%
of the Fund’s average daily net assets. The Adviser has contractually agreed to waive its
management fee and/or reimburse expenses to the extent necessary to ensure that the Fund’s total
annual operating expenses will not exceed 1.95% (after fee waivers and/or expense
reimbursements, and exclusive of front-end or contingent deferred loads, taxes, interest, brokerage
commissions, acquired fund fees or expenses, extraordinary expenses such as litigation expenses,
and other expenses not incurred in the ordinary course of the Fund’s business). These
arrangements will continue for one year from the date of the Fund’s Prospectus and shall
automatically renew for an additional one-year period unless sooner terminated by the Fund or by
the Board of Trustees upon sixty (60) days’ written notice to the Adviser or termination of the
Advisory Agreement. The Adviser may recoup fees waived and expenses reimbursed for a period
of three years following the date such reimbursement or reduction was made if such recoupment
does not cause current expenses to exceed the expense limit for the Fund in effect at the time the
expenses were paid/waived or any expense limit in effect at the time of recoupment. As of
September 14, 2018, the amount subject to recapture by the Adviser is $151,465 within 12 months
of commencement of operations subject to the Expense Limitation Agreement. Such amount
subject to recapture represents the organization costs incurred by the Fund.

Administrator, Custodian and Transfer Agent

The Fund and SEI Investments Global Funds Services (the “Administrator’”) have entered into
an administration agreement (the “Administration Agreement”). Under the Administration
Agreement, the

Administrator provides the Fund with administrative and accounting services and receives an
annual fee based on the aggregate average daily net assets (‘““Assets”) of the Fund, subject to a
minimum annual fee. The Administrator may waive its fee or reimburse various expenses to
the extent necessary to limit the total operating expenses of the Fund’s shares. These fees are
not charged until the Fund’s commencement of operations.

U.S. Bank, N.A. (the “Custodian”) serves as the Fund’s Custodian pursuant to a custody agreement.

U.S Bancorp Fund Services, LLC (the “Transfer Agent”) serves as the Fund’s Transfer Agent,
pursuant to a transfer agency agreement.
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Distribution Agreement

SEI Investments Distribution Co. (the “Distributor”) is the principal distributor of shares of
the Fund. The Distributor may enter into selected dealer agreements with other selling agents
or sub-distributors for the sale and distribution of Fund shares.

Certain officers of the Fund are also officers or employees of City National Rochdale, LLC or
the Administrator. Such officers are paid no fees by the Fund for serving as officers of the Fund.

Sub-Advisory Agreement

As of September 27, 2018 the Adviser has appointed CIFC Investment Management LLC (the
“Sub-Adviser”) as the Fund’s sub-adviser to manage the investment and reinvestment of the
Fund’s assets as shall be allocated to the Sub-Adviser by the Adviser from time to time,
subject to the supervision and direction of the Adviser and the Board.

As compensation for the services performed by the Sub-Adviser as provided herein, the Adviser
shall pay to the Sub-Adviser out of the advisory fee it receives with respect to the Fund, as
promptly as possible and in no event more than 15 days after the last day of each month, a fee,
computed daily at an annual rate equal to 1.25% of the Fund’s average daily net assets.

4. Share Capital

The Fund has had no operations other than activities related to its organization and the
preparation and filing of its initial registration statement. The Fund was initially capitalized on
September 14, 2018 through the sale of 10,000 common shares for $100,000 ($10.00 per share).

Shares of beneficial interest in the Fund are being offered during an initial offering period that is
expected to terminate on or about December 14, 2018 or such earlier or later date as the Adviser
may determine in its discretion. During the initial offering period, the shares will be offered for
purchase on a daily basis at the offering price, which is $10.00 per share. The Fund will not
commence investment operations until after the completion of the initial offering period. The Fund
expects to close to daily purchases by new investors upon completion of the initial offering period
and only the reinvestment of dividends by existing investors will be permitted upon completion of
the initial offering period. Thereafter, the Fund generally expects to re-open to new investment
and accept orders to purchase shares on a continuous basis on the 15" day of each month (or the
next business day if the 15" is not a business day). However, the Fund’s ability to accept orders to
purchase shares may be limited, including during periods when, in the judgment of the Adviser,
appropriate investments for the Fund are not available. All initial investments in the Fund will be
subject to a $1,000,000 minimum per registered investment adviser or other financial
intermediary. The Adviser may waive the minimum investment requirements.
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As an interval fund, the Fund will make periodic offers to repurchase a portion of its outstanding
shares at NAV per share. The Fund has adopted a fundamental policy, which cannot be changed
without shareholder approval, to make repurchase offers every three months. The Fund expects
the first repurchase offer to be issued February 2019. As a result, an investment in the Fund made
during the initial offering period must be held by the investor for at least three months.

For each repurchase offer, the Fund will offer to repurchase at least 5% of its total outstanding
shares, unless the Fund’s Board has approved a higher amount (but not more than 25% of total
outstanding shares) for a particular repurchase offer. The Adviser currently expects under
normal market circumstances to recommend that, at each repurchase offer, the Fund will offer to
repurchase at least 5% of its total outstanding shares, subject to approval of the Board. There is
no guarantee that the Fund will offer to repurchase more than 5% of its total outstanding shares
(including all classes of shares) in any repurchase offer, and there is no guarantee that
shareholders will be able to sell shares in an amount or at the time the investor desires.

5. Risks

Market risk - The value of the Fund’s investments may decline, sometimes rapidly or
unpredictably, due to general economic conditions that are not specifically related to a
particular issuer. The value of the Fund’s investments also may decline because of factors that
affect a particular industry or industries.

Valuation risk - The sales price the Fund could receive for any particular portfolio investment
may differ from the Fund’s valuation of the investment, particularly for securities that trade in
thin or volatile markets, that are priced based upon valuations provided by third party pricing
services that use matrix or evaluated pricing systems, or that are valued using a fair value
methodology. Investors who purchase shares or have their shares repurchased on days when the
Fund is holding fair-valued securities may receive fewer or more shares or lower or higher
proceeds than they would have received if the Fund had not fair-valued securities or had used a
different valuation methodology. The Fund’s ability to value its investments may be impacted
by technological issues and/or errors by pricing services or other third party service providers.

When market quotations are not readily available or are deemed to be unreliable, the Fund
values its investments at fair value as determined in good faith pursuant to policies and
procedures approved by the Board of Trustees. Fair value pricing may require subjective
determinations about the value of a security or other asset. As a result, there can be no
assurance that fair value pricing will result in adjustments to the prices of securities or other
assets, or that fair value pricing will reflect actual market value, and it is possible that the fair
value determined for a security or other asset will be materially different from quoted or
published prices, from the prices used by others for the same security or other asset and/or
from the value that actually could be or is realized upon the sale of that security or other asset.
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Leveraging risk — The value of your investment may be more volatile and other risks tend to
be compounded if the Fund borrows or when it has exposure to CLOs, structured instruments
or other investments that have embedded leverage. Leverage generally magnifies the effect of
any increase or decrease in the value of the Fund’s underlying assets and creates a risk of loss
of value on a larger pool of assets than the Fund would otherwise have, potentially resulting in
the loss of all assets. Engaging in such transactions may cause the Fund to liquidate positions
when it may not be advantageous to do so to satisfy its obligations or meet segregation
requirements. During periods in which the Fund is using leverage, the fees paid to the Adviser
for its investment advisory services will be higher than if the Fund did not use leverage
because the fees paid will be calculated on the basis of the Fund’s average total assets.

Liquidity risk — Liquidity risk exists when particular investments are impossible or difficult to sell.
Liquid investments may become illiquid after purchase by the Fund, particularly during periods of
market turmoil. Markets may become illiquid when, for instance, there are few, if any, interested
buyers or sellers or when dealers are unwilling or unable to make a market for certain securities. As
a general matter, dealers recently have been less willing to make markets for fixed income securities.
High-yield investments, including collateral held by CLOs in which the Fund invests, generally have
limited liquidity. Other investments that the Fund may purchase in privately negotiated transactions
may also be illiquid or subject to legal restrictions on their transfer. When the Fund holds illiquid
investments, the portfolio may be harder to value, especially in changing markets, and if the Fund is
forced to sell these investments to meet its cash needs, the Fund may suffer a loss.

Warehousing Risk - The Fund may use a portion of the net proceeds from the offering to
purchase Warehouse Investments. A Warehouse Investment generally bears the risk that

(i) the warehoused assets (typically primarily senior secured corporate loans) will drop in
value during the warehousing period, (i1) certain of the warehoused assets default or for
another reason are not permitted to be included in a CLO and a loss is incurred upon their
disposition, and (ii1) the anticipated CLO is delayed past the maturity date of the related
Warehouse Facility or does not close at all, and, in either case, losses are incurred upon
disposition of all of the warehoused assets. In the case of (iii), a particular CLO may not close
for many reasons, including as a result of a market-wide material adverse change, a manager-
related material adverse change or the discretion of the manager or the underwriter.

Non-diversification risk - The Fund is not diversified, which means that it can invest a higher
percentage of its assets in the securities of any one or more issuers than a diversified Fund.
Being non-diversified may magnify the Fund’s losses from adverse events affecting a particular
issuer, and the value of its shares may be more volatile than if it invested more widely.

Regulatory risk — Legal, tax, and regulatory changes could occur and may adversely affect
the Fund and its ability to pursue its investment strategies and/or increase the costs of
implementing such strategies. New
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(or revised) laws or regulations may be imposed by the CFTC, the SEC, the U.S. Internal
Revenue Service (“IRS”), the Federal Reserve or other banking regulators, other governmental
regulatory authorities or self-regulatory organizations that supervise the financial markets that
could adversely affect the Fund. In particular, these agencies are implementing a variety of new
rules pursuant to financial reform legislation in the United States. The EU (and some other
countries) is implementing similar requirements. The Fund also may be adversely affected by
changes in the enforcement or interpretation of existing statutes and rules by these governmental
regulatory authorities or self-regulatory organizations.

Reinvestment risk - Income from the Fund’s portfolio will decline if and when the Fund invests
the proceeds from matured, traded or called debt obligations at market interest rates that are below
the portfolio’s current earnings rate. For instance, during periods of declining interest rates, an
issuer of debt obligations may exercise an option to redeem securities prior to maturity, forcing the
Fund to invest in lower-yielding securities. The Fund also may choose to sell higher yielding
portfolio securities and to purchase lower yielding securities to achieve greater portfolio
diversification, because the portfolio managers believe the current holdings are overvalued or for
other investment related reasons. A decline in income received by the Fund from its investments is
likely to have a negative effect on dividend levels and/or the Fund’s NAV.

Debt securities risks - The value of debt securities may go up or down, sometimes rapidly and
unpredictably, due to general market conditions, such as real or perceived adverse economic or
political conditions, inflation, changes in interest rates, lack of liquidity in the bond markets or
adverse investor sentiment. In addition, the value of a debt security may decline if the issuer or
other obligor of the security fails to pay principal and/or interest, otherwise defaults or has its credit
rating downgraded or is perceived to be less creditworthy, or the credit quality or value of any
underlying assets declines. If the value of debt securities owned by the Fund fall, the value of your
investment will go down. Below investment grade, high-yield debt securities (commonly known as
“junk bonds”) have a higher risk of default and are considered speculative. Subordinated securities
are more likely to suffer a credit loss than non-subordinated securities of the same issuer and will be
disproportionately affected by a default, downgrade or perceived decline in creditworthiness.

Interest rate risk - The market prices of securities may fluctuate significantly when interest rates
change. When interest rates rise, the value of debt (i.e., fixed income) securities generally falls.
Interest rates in the U.S. recently have been historically low, so the Fund faces a heightened risk
that interest rates may rise. Continued economic recovery, the end of the Federal Reserve Board’s
quantitative easing program, and an increased likelihood of a rising interest rate environment
increase the risk that interest rates will continue to rise in the near future. A general rise in interest
rates may cause investors to move out of debt securities on a large scale, which could adversely
affect the price and liquidity of debt securities. A change in interest rates will not have the same
impact on all debt securities. Generally, the longer the maturity (i.e., measure of time remaining
until the final payment on a security) or duration (i.e., measure of the underlying
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portfolio’s price sensitivity to changes in prevailing interest rates) of a debt security, the
greater the impact of a rise in interest rates on the security’s value.

Credit risk - If an issuer or guarantor of a security held by the Fund or a counterparty to a
financial contract with the Fund defaults on its obligation to pay principal and/ or interest, has its
credit rating downgraded or is perceived to be less creditworthy, or the credit quality or value of
any underlying assets declines, the value of your investment will decline. In addition, the Fund
may incur expenses to protect the Fund’s interest in securities experiencing these events. A
security may change in price for a variety of reasons. For example, floating rate securities may
have final maturities of ten or more years, but their effective durations will tend to be very short. If
there is an adverse credit event, or a perceived change in the issuer’s creditworthiness, these
securities could experience a far greater negative price movement than would be predicted by the
change in the security’s yield in relation to their effective duration. The Fund evaluates the credit
quality of issuers and counterparties prior to investing in securities. Credit risk is broadly gauged
by the credit ratings of the securities in which the Fund invests. However, ratings are only the
opinions of the companies issuing them and are not guarantees as to quality. Securities rated in the
lowest category of investment grade (Baa/BBB) may possess certain speculative characteristics.

Prepayment or call risk - Many issuers have a right to prepay their securities. If interest rates
fall, an issuer may exercise this right. If this happens, the Fund would be forced to reinvest

prepayment proceeds at a time when yields or securities available in the market are lower than
the yield on the prepaid security. The Fund may also lose any premium it paid on the security.

Extension risk - When interest rates rise, repayments of debt securities, particularly asset- and
mortgage-backed securities, may occur more slowly than anticipated, extending the effective
duration of these debt securities at below market interest rates and causing their market prices
to decline more than they would have declined due to the rise in interest rates alone. This may
cause the Fund’s NAV to be more volatile.

Risks relating to collateralized loan obligations - In the case of most CLOs, the structured
finance securities are issued in multiple tranches, offering investors various maturity and credit
risk characteristics, often categorized as senior, mezzanine and subordinated/equity according to
their degree of risk. If there are defaults or the relevant collateral otherwise underperforms,
scheduled payments to senior tranches of such securities take precedence over those of mezzanine
tranches, and scheduled payments to mezzanine tranches have a priority in right of payment to
subordinated/equity tranches. CLOs may therefore present risks similar to those of other types of
debt obligations and, in fact, such risks may be of greater significance in the case of CLOs
depending upon the Fund’s ranking in the capital structure. Investments in structured vehicles,
including equity and junior debt tranches of CLOs, involve risks, including credit risk and market
risk. Changes in interest rates and credit quality may cause significant price fluctuations.
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Risk Retention Vehicles risks - The Fund may elect to invest in Risk Retention Vehicles. Given
the relatively recent adoption of the U.S. retention requirements and the European retention
requirements, there can be no guarantee that a liquid market in Risk Retention Vehicle interests will
develop or be sustained or that such interests will trade at prices close to their NAVs, nor can there
be any guarantee that such structures will satisfy the applicable U.S. retention requirements and/or
European retention requirements. In addition, due to, inter alia, the evolving regulatory
environment, there may be a limited number of holders of interests in any one Risk Retention
Vehicle, which may mean that there is limited liquidity in such interests which may affect: (i) a
holder’s (including the Fund’s) ability to realize some or all of their investment; (ii) the price at
which a holder (including the Fund) can effect such realization; and/or (iii) the price at which such
interests trade in the secondary market; accordingly, the Fund may be unable to realize its
investment in Risk Retention Vehicles at such investment’s NAV or at all. Moreover, no indenture
is likely to govern the Risk Retention Vehicles, and there are likely to be limited protections and no
diversification requirements governing the investments held by the Risk Retention Vehicles.

Risks of holding a minority position - The Fund may hold a non-controlling interest in any
CLO issuer, Warehouse Investment or Risk Retention Vehicle and, therefore, in such case,
would have limited voting power with respect to such interest and the underlying assets and a
limited ability to influence the management of any such investment. For example, one or more
other holders of CLO equity may control the vote of the CLO equity in the underlying CLO,
which typically includes the ability to cause the underlying CLO to optionally redeem
(following the expiration of applicable noncall periods) its CLO securities, including its CLO
equity and mezzanine tranches, to refinance certain tranches of its CLO securities and to make
other material decisions that may affect the value of the CLO equity and mezzanine tranches,
which could adversely impact returns to investors in the Fund.

Risk of limited transparency of investments - The Fund’s investments in CLO vehicles and
other investments may be riskier and less transparent to the Adviser, the Sub-Adviser, the Fund
and Fund investors than direct investments in the underlying companies. There may be less
information available to the Adviser and Sub-Adviser regarding the underlying debt
investments held by certain CLO vehicles than if the Fund had invested directly in the debt of
the underlying companies. In particular, the collateral manager may have no obligation to keep
the Adviser, the Sub-Adviser or the Fund (or other holders of investments) informed as to
matters relating to the collateral obligations, with limited exceptions. Particularly in the case of
CLOs managed by parties other than CIFC, the Sub-Adviser is unlikely to know the details of
the underlying assets of the CLO vehicles in which the Fund will invest.

Focused investment risk - To the extent that the Fund focuses its investments in a particular
industry, the value of the Fund’s shares will be more susceptible to events or factors affecting
companies in that industry. These may include, but are not limited to, governmental regulation,
inflation, rising interest rates, cost increases in raw materials, fuel and other operating expenses,
technological innovations that may render existing products and equipment obsolete,
competition from new entrants, high research and
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development costs, increased costs associated with compliance with environmental or other
regulation and other economic, market, political or other developments specific to that industry.
Also, the Fund may invest a substantial portion of its assets in companies in related sectors that may
share common characteristics, are often subject to similar business risks and regulatory burdens and
whose securities may react similarly to the types of events and factors described above, which will
subject the Fund to greater risk. The Fund also will be subject to focused investment risk to the
extent that it invests a substantial portion of its assets in a particular country or geographic region.

Structured investments risk - The Fund may invest in structured products, including,
structured notes, credit-linked notes and other types of structured products. Holders of
structured products bear risks of the underlying investments, index or reference obligation and
are subject to counterparty risk. The Fund may have the right to receive payments only from
the structured product, and generally does not have direct rights against the issuer or the entity
that sold the assets to be securitized. While certain structured products enable the investor to
acquire interests in a pool of securities without the brokerage and other expenses associated
with directly holding the same securities, investors in structured products generally pay their
share of the structured product’s administrative and other expenses. Although it is difficult to
predict whether the prices of indices and securities underlying structured products will rise or
fall, these prices (and, therefore, the prices of structured products) are generally influenced by
the same types of political and economic events that affect issuers of securities and capital
markets generally. If the issuer of a structured product uses shorter term financing to purchase
longer term securities, the issuer may be forced to sell its securities at below market prices if it
experiences difficulty in obtaining such financing, which may adversely affect the value of the
structured products owned by the Fund. Structured products generally entail risks associated
with derivative instruments. Structured instruments may behave in ways not anticipated by the
Fund, or they may not receive tax, accounting or regulatory treatment anticipated by the Fund.

Corporate debt securities risk- The market value of corporate debt securities generally may be
expected to rise and fall inversely with interest rates. The value of intermediate- and longer-term
corporate debt securities normally fluctuates more in response to changes in interest rates than does
the value of shorter-term corporate debt securities. The market value of a corporate debt security
also may be affected by factors directly relating to the issuer, such as investors’ perceptions of the
creditworthiness of the issuer, the issuer’s financial performance, perceptions of the issuer in the
market place, performance of management of the issuer, the issuer’s capital structure and use of
financial leverage and demand for the issuer’s goods and services. Certain risks associated with
investments in corporate debt securities are described elsewhere in this Prospectus in further detail.
There is a risk that the issuers of corporate debt securities may not be able to meet their obligations
on interest or principal payments at the time called for by an instrument. The Fund may invest in
below investment grade corporate bonds, often referred to as “high yield” securities or “‘junk
bonds.” High yield corporate bonds are often high risk and have speculative characteristics. High
yield corporate bonds may be particularly susceptible to adverse issuer-
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specific developments. In addition, certain corporate debt securities may be highly customized and
as a result may be subject to, among others, liquidity and valuation/pricing transparency risks.

Risks of subordinated securities - A holder of securities that are subordinated or “junior” to more
senior securities of an issuer is entitled to payment after holders of more senior securities of the
issuer. Subordinated securities are more likely to suffer a credit loss than non-subordinated
securities of the same issuer, any loss incurred by the subordinated securities is likely to be
proportionately greater, and any recovery of interest or principal may take more time. As a result,
even a perceived decline in creditworthiness of the issuer is likely to have a greater impact on them.

Floating rate instrument risks - Floating rate loans and similar investments may be illiquid or
less liquid than other investments. Market quotations for these securities may be volatile and/or
subject to large spreads between bid and ask prices. No active trading market may exist for many
floating rate loans, and many loans are subject to restrictions on resale. Any secondary market
may be subject to irregular trading activity and extended trade settlement periods. In particular,
loans may take longer than seven days to settle, potentially leading to the sale proceeds of loans
not being available to meet redemptions for a substantial period of time after the sale of the loans.
To the extent that sale proceeds of loans are not available, the Fund may sell securities that have
shorter settlement periods or may access other sources of liquidity to meet redemption requests.
Loans may not be considered “securities,” and purchasers, such as the Fund, therefore may not be
entitled to rely on the anti-fraud protections afforded by federal securities laws.

Risks of inverse floating rate obligations - The interest rate on inverse floating rate obligations
will generally decrease as short-term interest rates increase, and increase as short-term rates
decrease. Due to their leveraged structure, the sensitivity of the market value of an inverse floating
rate obligation to changes in interest rates is generally greater than a comparable long-term bond
issued by the same issuer and with similar credit quality, redemption and maturity provisions.
Inverse floating rate obligations may be volatile and involve leverage risk.

Below investment grade securities - Below investment grade debt securities are those rated
Ba/BB or lower or the equivalent rating by at least one Nationally Recognized Statistical
Rating Organization (“NRSRO”) or determined to be of equivalent credit quality by the
Adviser. The Fund may invest in debt securities rated below investment grade or, if unrated,
of equivalent quality as determined by the Sub-Adviser. Below investment grade securities,
which are commonly referred to as “junk” bonds, have high risk, speculative characteristics.

Repurchase offers risk - The Fund is an “interval fund” and, in order to provide liquidity to
shareholders, the Fund, subject to applicable law, conducts quarterly repurchase offers of the
Fund’s outstanding shares at NAV subject to approval of the Board of Trustees. In all cases
such repurchases will be for at least 5% and not more than 25%, and are currently expected to
be for 5%, of its outstanding shares at NAV,
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5. Risks (continued)

pursuant to Rule 23c-3 under the 1940 Act. The Fund believes that these repurchase offers are
generally beneficial to the Fund’s shareholders, and repurchases generally will be funded from
available cash, borrowings or sales of portfolio securities. However, repurchase offers and the
need to fund repurchase obligations may affect the ability of the Fund to be fully invested or
force the Fund to maintain a higher percentage of its assets in liquid investments, which may
harm the Fund’s investment performance. Moreover, diminution in the size of the Fund
through repurchases may result in untimely sales of portfolio securities (with associated
imputed transaction costs, which may be significant), and may limit the ability of the Fund to
participate in new investment opportunities or to achieve its investment objective. If the Fund
employed investment leverage, repurchases of shares would compound the adverse effects of
leverage in a declining market. In addition, if the Fund borrows money to finance repurchases,
interest on that borrowing will negatively affect shareholders who do not tender their shares
by increasing Fund expenses and reducing any net investment income.

If a repurchase offer is oversubscribed, the Fund will repurchase the shares tendered on a pro
rata basis, and shareholders will have to wait until the next repurchase offer to make another
repurchase request. As a result, shareholders may be unable to liquidate all or a given
percentage of their investment in the Fund during a particular repurchase offer. Some
shareholders, in anticipation of proration, may tender more shares than they wish to have
repurchased in a particular quarter, hereby increasing the likelihood that proration will occur.
A shareholder may be subject to market and other risks, and the NAV of shares tendered in a
repurchase offer may decline between the repurchase request deadline and the date on which
the NAV for tendered shares is determined. In addition, the repurchase of shares by the Fund
may be a taxable event to shareholders.

6. Subsequent Events

The Fund has evaluated the need for disclosures and/or adjustments resulting from subsequent
events. Based on this evaluation, no disclosures and/or adjustments were required to the
financial statements through the date the report was issued.
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APPENDIX A
DESCRIPTION OF RATINGS!
Moody’s Investors Service, Inc.’s (“Moody’s’’) Global Rating Scales:

Ratings assigned on Moody’s global long-term and short-term rating scales are forward-
looking opinions of the relative credit risks of financial obligations issued by non-financial
corporates, financial institutions, structured finance vehicles, project finance vehicles, and
public sector entities. Long-term ratings are assigned to issuers or obligations with an original
maturity of one year or more and reflect both on the likelihood of a default on contractually
promised payments and the expected financial loss suffered in the event of default. Short-term
ratings are assigned to obligations with an original maturity of thirteen months or less and
reflect both on the likelihood of a default on contractually promised payments and the
expected financial loss suffered in the event of default.?3

Moody’s differentiates structured finance ratings from fundamental ratings (i.e., ratings on
nonfinancial corporate, financial institution, and public sector entities) on the global long-term
scale by adding (sf) to all structured finance ratings.* The addition of (sf) to structured finance
ratings should eliminate any presumption that such ratings and fundamental ratings at the
same letter grade level will behave the same. The (sf) indicator for structured finance security
ratings indicates that otherwise similarly rated structured finance and fundamental securities
may have different risk characteristics. Through its current methodologies, however, Moody’s
aspires to achieve broad expected equivalence in structured finance and fundamental rating
performance when measured over a long period of time.

! The ratings indicated herein are believed to be the most recent ratings available at the date of
this SAI for the securities listed. Ratings are generally given to securities at the time of
issuance. While the rating agencies may from time to time revise such ratings, they undertake
no obligation to do so, and the ratings indicated do not necessarily represent ratings which will
be given to these securities on the date of the fund’s fiscal year-end.

2 For certain structured finance, preferred stock and hybrid securities in which payment default
events are either not defined or do not match investors’ expectations for timely payment, long-
term and short-term ratings reflect the likelihood of impairment and financial loss in the event
of impairment.

3 Supranational institutions and central banks that hold sovereign debt or extend sovereign
loans, such as the IMF or the European Central Bank, may not always be treated similarly to
other investors and lenders with similar credit exposures. Long-term and short-term ratings
assigned to obligations held by both supranational institutions and central banks, as well as
other investors, reflect only the credit risks faced by other investors unless specifically noted
otherwise.

4 Like other global scale ratings, (sf) ratings reflect both the likelihood of a default and the
expected loss suffered in the event of default. Ratings are assigned based on a rating
committee’s assessment of a security’s expected loss rate (default probability multiplied by
expected loss severity), and may be subject to the constraint that the final expected loss rating
assigned would not be more than a certain number of notches, typically three to five notches,
above the rating that would be assigned based on an assessment of default probability alone.
The magnitude of this constraint may vary with the level of the rating, the seasoning of the
transaction, and the uncertainty around the assessments of expected loss and probability of
default.
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Description of Moody’s Global Long-Term Obligation Ratings:

Aaa: Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level
of credit risk.

Aa: Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.
A: Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.

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

Ba: Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.
B: Obligations rated B are considered speculative and are subject to high credit risk.

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

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

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

Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification
from Aa through Caa. The modifier 1 indicates that the obligation ranks in the higher end of
its generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3
indicates a ranking in the lower end of that generic rating category. Additionally, a “(hyb)”
indicator is appended to all ratings of hybrid securities issued by banks, insurers, finance
companies, and securities firms.*

* By their terms, hybrid securities allow for the omission of scheduled dividends, interest, or
principal payments, which can potentially result in impairment if such an omission occurs.
Hybrid securities may also be subject to contractually allowable write-downs of principal that
could result in impairment. Together with the hybrid indicator, the long-term obligation rating
assigned to a hybrid security is an expression of the relative credit risk associated with that
security.

Description of Moody’s Global Short-Term Obligation Ratings:

P-1: Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-
term debt obligations.

P-2: Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term
debt obligations.
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P-3: Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay
short-term obligations.

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

Description of S&P Global Ratings’ Long-Term Issue Credit Ratings:

Long-Term Issue Credit Ratings are based, in varying degrees, on S&P Global Ratings’
analysis of the following considerations:

(1) The likelihood of payment--the capacity and willingness of the obligor to meet its
financial commitment on a financial obligation in accordance with the terms of the
obligation;

(2) The nature and provisions of the financial obligation, and the promise we impute;
and

(3) The protection afforded by, and relative position of, the financial obligation in the
event of a bankruptcy, reorganization, or other arrangement under the laws of
bankruptcy and other laws affecting creditors’ rights.

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

AAA - An obligation rated “AAA” has the highest rating assigned by S&P Global Ratings.
The obligor’s capacity to meet its financial commitment on the obligation is extremely strong.

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

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

BBB - An obligation rated “BBB” exhibits adequate protection parameters. However, adverse
economic conditions or changing circumstances are more likely to lead to a weakened
capacity of the obligor to meet its financial commitment on the obligation.
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BB, B, CCC, CC, and C - Obligations rated “BB”, “B”, “CCC”, “CC”, and “C” are regarded as
having significant speculative characteristics. “BB” indicates the least degree of speculation and
“C” the highest. While such obligations will likely have some quality and protective characteristics,
these may be outweighed by large uncertainties or major exposures to adverse conditions.

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

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

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

CC - An obligation rated “CC” is currently highly vulnerable to nonpayment. The “CC” rating
is used when a default has not yet occurred but S&P Global Ratings expects default to be a
virtual certainty, regardless of the anticipated time to default.

C - An obligation rated “C” is currently highly vulnerable to nonpayment, and the obligation
is expected to have lower relative seniority or lower ultimate recovery compared to
obligations that are rated higher.

D - An obligation rated “D” is in default or in breach of an imputed promise. For non-hybrid
capital instruments, the “D” rating category is used when payments on an obligation are not
made on the date due, unless S&P Global Ratings believes that such payments will be made
within five business days in the absence of a stated grace period or within the earlier of the
stated grace period or 30 calendar days. The “D” rating also will be used upon the filing of a
bankruptcy petition or the taking of similar action and where default on an obligation is a
virtual certainty, for example due to automatic stay provisions. An obligation’s rating is
lowered to “D” if it is subject to a distressed exchange offer.

NR: This indicates that a rating has not been assigned or is no longer assigned.

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.

Description of S&P Global Ratings’ Short-Term Issue Credit Ratings:

Short-term ratings are generally assigned to those obligations considered short-term in the
relevant market. In the U.S., for example, that means obligations with an original maturity
date of no more than 365 days—including commercial paper.

A-1 - A short-term obligation rated “A-1" is rated in the highest category by S&P Global
Ratings. The obligor’s capacity to meet its financial commitments 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.
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A-2 - A short-term obligation rated “A-2" is somewhat more susceptible to the adverse effects
of changes in circumstances and economic conditions than obligations in higher rating
categories. However, the obligor’s capacity to meet its financial commitments on the
obligation is satisfactory.

A-3 - A short-term obligation rated “A-3” exhibits adequate protection parameters. However,
adverse economic conditions or changing circumstances are more likely to weaken an
obligor’s capacity to meet its financial commitments on the obligation.

B - A short-term obligation rated “B” is regarded as vulnerable and has significant speculative
characteristics. The obligor currently has the capacity to meet its financial commitments;
however, it faces major ongoing uncertainties that could lead to the obligor’s inadequate
capacity to meet its financial commitments.

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

D - A short-term obligation rated “D” is in default or in breach of an imputed promise. For
non-hybrid capital instruments, the “D” rating category is used when payments on an
obligation are not made on the date due, unless S&P Global Ratings believes that such
payments will be made within any stated grace period. However, any stated grace period
longer than five business days will be treated as five business days. The “D” rating also will
be used upon the filing of a bankruptcy petition or the taking of a similar action and where
default on an obligation is a virtual certainty, for example due to automatic stay provisions.
An obligation’s rating is lowered to “D” if it is subject to a distressed exchange offer.

Local Currency and Foreign Currency Risks:

S&P Global Ratings’ issuer credit ratings make a distinction between foreign currency ratings
and local currency ratings. An issuer’s foreign currency rating will differ from its local
currency rating when the obligor has a different capacity to meet its obligations denominated
in its local currency, vs. obligations denominated in a foreign currency.

Description of S&P Global Ratings’ Dual Ratings:

Dual ratings may be assigned to debt issues that have a put option or demand feature. The first
component of the rating addresses the likelihood of repayment of principal and interest as due,
and the second component of the rating addresses only the demand feature. The first
component of the rating can relate to either a short-term or long-term transaction and
accordingly use either short-term or long-term rating symbols. The second component of the
rating relates to the put option and is assigned a short-term rating symbol (for example,
“AAA/A-1+" or “A-1+/A-17). With U.S. municipal short-term demand debt, the U.S.
municipal short-term note rating symbols are used for the first component of the rating (for
example, “SP-1+/A-1+7).
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Description of S&P Global Ratings’ Active Qualifiers (Currently applied and/or
outstanding):

S&P Global Ratings uses the following qualifiers that limit the scope of a rating. The structure
of the transaction can require the use of a qualifier such as a “p” qualifier, which indicates the
rating addresses the principal portion of the obligation only. A qualifier appears as a suffix and

is part of the rating.

Federal deposit insurance limit: “L” qualifier. Ratings qualified with “L” apply only to
amounts invested up to federal deposit insurance limits.

Principal: “p” qualifier. This suffix is used for issues in which the credit factors, the terms, or
both that determine the likelihood of receipt of payment of principal are different from the
credit factors, terms, or both that determine the likelihood of receipt of interest on the

obligation. The “p” suffix indicates that the rating addresses the principal portion of the
obligation only and that the interest is not rated.

Preliminary Ratings: “prelim” qualifier. Preliminary ratings, with the “prelim” suffix, may be
assigned to obligors or obligations, including financial programs, in the circumstances
described below. Assignment of a final rating is conditional on the receipt by S&P Global
Ratings of appropriate documentation. S&P Global Ratings reserves the right not to issue a
final rating. Moreover, if a final rating is issued, it may differ from the preliminary rating. (1)
Preliminary ratings may be assigned to obligations, most commonly structured and project
finance issues, pending receipt of final documentation and legal opinions. (2) Preliminary
ratings may be assigned to obligations that will likely be issued upon the obligor’s emergence
from bankruptcy or similar reorganization, based on late-stage reorganization plans,
documentation, and discussions with the obligor. Preliminary ratings may also be assigned to
the obligors. These ratings consider the anticipated general credit quality of the reorganized or
post-bankruptcy issuer as well as attributes of the anticipated obligation(s). (3) Preliminary
ratings may be assigned to entities that are being formed or that are in the process of being
independently established when, in S&P Global Ratings’ opinion, documentation is close to
final. Preliminary ratings may also be assigned to the obligations of these entities. (4)
Preliminary ratings may be assigned when a previously unrated entity is undergoing a well-
formulated restructuring, recapitalization, significant financing, or other transformative event,
generally at the point that investor or lender commitments are invited. The preliminary rating
may be assigned to the entity and to its proposed obligation(s). These preliminary ratings
consider the anticipated general credit quality of the obligor, as well as attributes of the
anticipated obligation(s), assuming successful completion of the transformative event. Should
the transformative event not occur, S&P Global Ratings would likely withdraw these
preliminary ratings. (5) A preliminary recovery rating may be assigned to an obligation that
has a preliminary issue credit rating.

Termination Structures: “t” qualifier. This symbol indicates termination structures that are
designed to honor their contracts to full maturity or, should certain events occur, to terminate
and cash settle all their contracts before their final maturity date.
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Counterparty Instrument Rating: “cir” qualifier. This symbol indicates a Counterparty
Instrument Rating (CIR), which is a forward-looking opinion about the creditworthiness of an
issuer in a securitization structure with respect to a specific financial obligation to a counterparty
(including interest rate swaps, currency swaps, and liquidity facilities). The CIR is determined
on an ultimate payment basis; these opinions do not take into account timeliness of payment.

Description of Fitch Ratings’ Corporate Finance Long-Term Obligation Ratings:

Ratings of individual securities or financial obligations of a corporate issuer address relative
vulnerability to default on an ordinal scale. In addition, for financial obligations in corporate finance,
a measure of recovery given default on that liability is also included in the rating assessment. This
notably applies to covered bonds ratings, which incorporate both an indication of the probability of
default and of the recovery given a default of this debt instrument. On the contrary, Ratings of
debtor-in-possession (DIP) obligations incorporate the expectation of full payment.

The relationship between the issuer scale and obligation scale assumes a generic historical average
recovery. Individual obligations can be assigned ratings, higher, lower, or the same as the entity’s
issuer rating or IDR, based on their relative ranking, relative vulnerability to default or based on
explicit Recovery Ratings. As a result, individual obligations of entities, such as corporations, are
assigned ratings higher, lower, or the same as that entity’s issuer rating or IDR, except DIP
obligation ratings that are not based off an IDR. At the lower end of the ratings scale, Fitch Ratings
publishes explicit Recovery Ratings in many cases to complement issuer and obligation ratings.

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

AA: Very high credit quality. “AA” ratings denote expectations of very low credit risk. They
indicate very strong capacity for payment of financial commitments. This capacity is not
significantly vulnerable to foreseeable events.

A: High credit quality. “A” ratings denote expectations of low credit risk. The capacity for
payment of financial commitments is considered strong. This capacity may, nevertheless, be
more vulnerable to adverse business or economic conditions than is the case for higher ratings.

BBB: Good credit quality. “BBB” ratings indicate that expectations of credit risk are currently
low. The capacity for payment of financial commitments is considered adequate but adverse
business or economic conditions are more likely to impair this capacity.

BB: Speculative. “BB” ratings indicate an elevated vulnerability to credit risk, particularly in
the event of adverse changes in business or economic conditions over time; however, business
or financial alternatives may be available to allow financial commitments to be met.

B: Highly speculative. “B” ratings indicate that material credit risk is present.
CCC: Substantial credit risk. “CCC” ratings indicate that substantial credit risk is present.
CC: Very high levels of credit risk. “CC” ratings indicate very high levels of credit risk.

C: Exceptionally high levels of credit risk. “C” indicates exceptionally high levels of credit risk.
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Defaulted obligations typically are not assigned “RD” or “D” ratings, but are instead rated in
the “B” to “C” rating categories, depending upon their recovery prospects and other relevant

characteristics. This approach better aligns obligations that have comparable overall expected
loss but varying vulnerability to default and loss.

Description of Fitch Ratings’ Structured Finance Long-Term Obligation Ratings:

Ratings of structured finance obligations on the long-term scale consider the obligations’
relative vulnerability to default. These ratings are typically assigned to an individual security
or tranche in a transaction and not to an issuer.

AAA: Highest credit quality. “AAA” ratings denote the lowest expectation of default risk.
They are assigned only in cases of exceptionally strong capacity for payment of financial
commitments. This capacity is highly unlikely to be adversely affected by foreseeable events.

AA: Very high credit quality. “AA” ratings denote expectations of very low default risk. They
indicate very strong capacity for payment of financial commitments. This capacity is not
significantly vulnerable to foreseeable events.

A: High credit quality. “A” ratings denote expectations of low default risk. The capacity for
payment of financial commitments is considered strong. This capacity may, nevertheless, be
more vulnerable to adverse business or economic conditions than is the case for higher ratings.

BBB: Good credit quality. “BBB” ratings indicate that expectations of default risk are
currently low. The capacity for payment of financial commitments is considered adequate but
adverse business or economic conditions are more likely to impair this capacity.

BB: Speculative. “BB” ratings indicate an elevated vulnerability to default risk, particularly in
the event of adverse changes in business or economic conditions over time.

B: Highly speculative. “B” ratings indicate that material default risk is present, but a limited
margin of safety remains. Financial commitments are currently being met; however, capacity
for continued payment is vulnerable to deterioration in the business and economic
environment.

CCC: Substantial credit risk. Default is a real possibility.

CC: Very high levels of credit risk. Default of some kind appears probable.



C: Exceptionally high levels of credit risk. Default appears imminent or inevitable.

D: Default. Indicates a default. Default generally is defined as one of the following: (1) failure
to make payment of principal and/or interest under the contractual terms of the rated
obligation; (2) bankruptcy filings, administration, receivership, liquidation or other winding-
up or cessation of the business of an issuer/obligor; or (3) distressed exchange of an
obligation, where creditors were offered securities with diminished structural or economic
terms compared with the existing obligation to avoid a probable payment default.

Structured Finance Defaults: “Imminent” default, categorized under “C”, typically refers to
the occasion where a payment default has been intimated by the issuer, and is all but
inevitable. This may, for example, be where an issuer has missed a scheduled payment, but (as
is typical) has a grace period during which it may cure the payment default. Another
alternative would be where an issuer has formally announced a distressed debt exchange, but
the date of the exchange still lies several days or weeks in the immediate future.

Additionally, in structured finance transactions, where analysis indicates that an instrument is
irrevocably impaired such that it is not expected to pay interest and/or principal in full in
accordance with the terms of the obligation’s documentation during the life of the transaction,
but where no payment default in accordance with the terms of the documentation is imminent,
the obligation will typically be rated in the “C” category.

Structured Finance Write-downs: Where an instrument has experienced an involuntary and, in
the agency’s opinion, irreversible “write-down” of principal (i.e. other than through
amortization, and resulting in a loss to the investor), a credit rating of “D” will be assigned to
the instrument. Where the agency believes the “write-down” may prove to be temporary (and
the loss may be “written up” again in future if and when performance improves), then a credit
rating of “C” will typically be assigned. Should the “write-down” then later be reversed, the
credit rating will be raised to an appropriate level for that instrument. Should the “write-
down” later be deemed as irreversible, the credit rating will be lowered to “D”.

Note: In the case of structured and project finance, while the ratings do not address the loss
severity given default of the rated liability, loss severity assumptions on the underlying assets
are nonetheless typically included as part of the analysis. Loss severity assumptions are used
to derive pool cash flows available to service the rated liability.

The suffix “sf”” denotes an issue that is a structured finance transaction. For an explanation of how
Fitch determines structured finance ratings, please see our criteria available at www.fitchratings.com.

(132 [13R2]

The modifiers “+” or “-” may be appended to a rating to denote relative status within major
rating categories. Such suffixes are not added to the “AAA” Long-Term Rating category, or
categories below “B”.

Enhanced Equipment Trust Certificates (EETCs) are corporate-structured hybrid debt
securities that airlines typically use to finance aircraft equipment. Due to the hybrid
characteristics of these bonds, Fitch’s rating approach incorporates elements of both the
structured finance and corporate rating methodologies. Although rated as asset-backed
securities, unlike other structured finance ratings, EETC ratings involve a measure of recovery
given default akin to ratings of financial obligations in corporate finance, as described above.
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Description of Fitch Ratings’ Corporate, Public and Structured Finance Short-Term
Obligation Ratings:

A short-term issuer or obligation rating is based in all cases on the short-term vulnerability to
default of the rated entity or security stream and relates to the capacity to meet financial
obligations in accordance with the documentation governing the relevant obligation. Short-
Term Ratings are assigned to obligations whose initial maturity is viewed as “short term”
based on market convention. Typically, this means up to 13 months for corporate, sovereign,
and structured obligations, and up to 36 months for obligations in U.S. public finance markets.

F1: Highest short-term credit quality. Indicates the strongest intrinsic capacity for timely
payment of financial commitments; may have an added “+” to denote any exceptionally strong
credit feature.

F2: Good short-term credit quality. Good intrinsic capacity for timely payment of financial
commitments.

F3: Fair short-term credit quality. The intrinsic capacity for timely payment of financial
commitments is adequate.

B: Speculative short-term credit quality. Minimal capacity for timely payment of financial
commitments, plus heightened vulnerability to near term adverse changes in financial and
economic conditions.

C: High short-term default risk. Default is a real possibility.

RD: Restricted default. Indicates an entity that has defaulted on one or more of its financial
commitments, although it continues to meet other financial obligations. Typically applicable
to entity ratings only.

D: Default. Indicates a broad-based default event for an entity, or the default of a short-term
obligation.



APPENDIX B
PROXY VOTING POLICIES AND PROCEDURES
City National Rochdale

With respect to the fund, the policy of City National Rochdale on proxy votes is to primarily
vote all proxies in conjunction with recommendations from a disinterested third party.

The Adviser has entered into a contract with Glass Lewis & Co. (“Glass Lewis”), a third party
service provider that provides recommendations for all proxy votes based on their own
internal guidelines, with no input from City National Rochdale, with respect to the fund.

Upon receiving Glass Lewis’ recommendations, proxies are voted by the Adviser’s Operations
Manager, or his/her designee (designated herein as the “Proxy Voter”), within a week of
learning of the proxy vote.

Upon learning of the pending proxy vote, the Proxy Voter accesses Glass Lewis’ website for
its recommendations for the pending proxy. If Glass Lewis does not have a recommendation
listed, the Proxy Voter contacts Glass Lewis to supply a recommendation on the pending

proxy.

The Proxy Voter will print Glass Lewis’ recommendation and the vote through ProxyEdge for
review by the Chief Compliance Officer or his/her designee (designated as “Compliance”).

These will be reviewed by Compliance on a monthly basis. Compliance will initial each vote
to evidence its review and the Proxy Voter will maintain the recommendation and vote in his
or her files.

In limited circumstances and provided there is no conflict of interest between the Adviser and
the fund, the Adviser may decide to vote a proxy in contradiction to the recommendation of
Glass Lewis, if the Adviser does not believe Glass Lewis’ recommendation is in the best
interests of the client. In the event such a situation arises, the Adviser will prepare a written
disclosure to be kept on file detailing the following:

e facts surrounding the decision to vote contrary to Glass Lewis recommendation,

e an explanation as to why management believes Glass Lewis’ recommendation is
detrimental to the fund’s best interest, and

* any conflicts of interest that may be presented.

Compliance will then initial the decision evidencing their review and the Proxy Voter will
keep record of this decision along with Glass Lewis’ recommendation and the actual vote.
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Glass Lewis Proxy Policy

The Glass Lewis Investment Manager Guidelines are designed to maximize returns for
investment managers by voting in a manner consistent with such managers’ active investment
decision-making. The guidelines are designed to increase investor’s potential financial gain
through the use of the shareholder vote while also allowing management and the board
discretion to direct the operations, including governance and compensation, of the firm.

The guidelines will ensure that all issues brought to shareholders are analyzed in light of the
fiduciary responsibilities unique to investment advisers and investment companies on behalf
of individual investor clients including mutual fund shareholders. The guidelines will
encourage the maximization of return for such clients through identifying and avoiding
financial, audit and corporate governance risks.

Management Proposals
Election of Directors

In analyzing directors and boards, Glass Lewis’ Investment Manager Guidelines generally
support the election of incumbent directors except when a majority of the company’s directors
are not independent or where directors fail to attend at least 75% of board and committee
meetings. In a contested election, we will apply the standard Glass Lewis recommendation.

Auditor

The Glass Lewis Investment Manager Guidelines will generally support auditor ratification
except when the non-audit fees exceed the audit fees paid to the auditor.

Compensation

Glass Lewis recognizes the importance in designing appropriate executive compensation plans
that truly reward pay for performance. We evaluate equity compensation plans based upon
their specific features and will vote against plans than would result in total overhang greater
than 20% or that allow the repricing of options without shareholder approval.

The Glass Lewis Investment Manager Guidelines will follow the general Glass Lewis
recommendation when voting on management advisory votes on compensation (“say-on-pay”)
and on executive compensation arrangements in connection with merger transactions (i.e.,
golden parachutes). Further, the Investment Manager Guidelines will follow the Glass Lewis
recommendation when voting on the preferred frequency of advisory compensation votes.

Authorized Shares

Having sufficient available authorized shares allows management to avail itself of rapidly
developing opportunities as well as to effectively operate the business. However, we believe
that
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for significant transactions management should seek shareholders’ approval to justify the use
of additional shares. therefore shareholders should not approve the creation of a large pool of
unallocated shares without some rational of the purpose of such shares. Accordingly, where
we find that the company has not provided an appropriate plan for use of the proposed shares,
or where the number of shares far exceeds those needed to accomplish a detailed plan, we
typically vote against the authorization of additional shares. We also vote against the creation
of or increase in (i) blank check preferred shares and (ii) dual or multiple class capitalizations.

Shareholder Rights

Glass Lewis Investment Manager Guidelines will generally support proposals increasing or
enhancing shareholder rights such as declassifying the board, allowing shareholders to call a
special meeting, eliminating supermajority voting and adopting majority voting for the
election of directors. Similarly, the Investment Manager Guidelines will generally vote against
proposals to eliminate or reduce shareholder rights.

Mergers/Acquisitions

Glass Lewis undertakes a thorough examination of the economic implications of a proposed
merger or acquisition to determine the transaction’s likelihood of maximizing shareholder
return. We examine the process used to negotiate the transaction as well as the terms of the
transaction in making our voting recommendation.

Shareholder Proposals

Glass Lewis reviews and votes on shareholder proposals on a case-by-case basis. Glass Lewis
recommends supporting shareholder proposals if the requested action would increase
shareholder value, mitigate risk or enhance shareholder rights but generally recommend voting
against those that would not ultimately impact performance.

Governance

The Glass Lewis Investment Manager Guidelines will support reasonable initiatives that seek
to enhance shareholder rights, such as the introduction of majority voting to elect directors,
elimination in/reduction of supermajority provisions, the declassification of the board and
requiring the submission of shareholder rights’ plans to a shareholder vote. The guidelines
generally support reasonable, well- targeted proposals to allow increased shareholder
participation at shareholder meetings through the ability to call special meetings and ability
for shareholders to nominate director candidates to a company’s board of directors. However,
the Investment Manager Guidelines will vote against proposals to require separating the roles
of CEO and chairman.
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Compensation

The Glass Lewis Investment Manager Guidelines will generally oppose any shareholder
proposals seeking to limit compensation in amount or design. however, the guidelines will
vote for reasonable and properly-targeted shareholder initiatives such as to require shareholder
approval to reprice options, to link pay with performance, to eliminate or require shareholder
approval of golden coffins, to allow a shareholder vote on excessive golden parachutes (i.e.,
greater than 2.99 times annual compensation) and to claw back unearned bonuses. The
Investment Manager Guidelines will vote against requiring companies to allow shareholders
an advisory compensation vote.

Environment

Glass Lewis’ Investment Manager Guidelines vote against proposals seeking to cease a certain
practice or take certain action related to a company’s activities or operations with
environmental. Further, the Glass Lewis’ Investment Manager Guidelines generally vote
against proposals regarding enhanced environment disclosure and reporting, including those
seeking sustainability reporting and disclosure about company’s greenhouse gas emissions, as
well as advocating compliance with international environmental conventions and adherence to
environmental principles like those promulgated by CERES.

Social

Glass Lewis’ Investment Manager Guidelines generally oppose proposals requesting
companies adhere to labor or worker treatment codes of conduct, such as those espoused by
the International labor organization, relating to labor standards, human rights conventions and
corporate responsibility at large conventions and principles. The guidelines will also vote
against proposals seeking disclosure concerning the rights of workers, impact on local
stakeholders, workers’ rights and human rights in general. Furthermore, the Investment
Manager Guidelines oppose increased reporting and review of a company’s political and
charitable spending as well as its lobbying practices.

City National Rochdale Oversight

a. At least annually, the Adviser’s Chief Compliance Officer will review a sample of
Glass Lewis’ voting record to verify that proxy votes are being cast in accordance
with the Adviser’s adopted guidelines.

b. Glass Lewis’ Voting Guidelines will be reviewed by the Management Committee
annually.

Board Reporting

a. At least annually, the Adviser and any sub-adviser with authority to vote proxies on
behalf of the fund for which the Adviser has oversight (the “City National Rochdale
Sub-Advisers”) shall present to the board of trustees (the “Trustees”) its policies,
procedures
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and guidelines for voting proxies. In lieu of such an annual report, the Adviser and
each City National Rochdale Sub-Adviser may indicate that it has made no material
changes to any of these documents. The Adviser and each City National Rochdale
Sub-Adviser shall notify the Trustees promptly of material changes to any of these
documents.

At least annually, the Adviser and each City National Rochdale Sub-Adviser shall
provide to the Trustees a summary record of all proxies voted with respect to
portfolio securities of the fund during the year, which summary may be a statistical
report that details the categories and quantities of items voted, but does not identify
each issuer. With respect to those proxies that the Adviser or a City National
Rochdale Sub-Adviser has identified as involving a conflict of interest, the Adviser
or the City National Rochdale Sub-Adviser shall submit a separate report indicating
the nature of the conflict of interest and how that conflict was resolved with respect
to the voting of the proxy.

Recordkeeping

The following items will be maintained in accordance with the five year retention requirement
as follows:

a.

b.

proxy voting procedures and policies, and all amendments, will be maintained by
the Adviser’s Chief Compliance Officer;

Glass Lewis will maintain a copy of each proxy statement and a record of each vote
cast on behalf of the securities held by the client (fund). The Adviser has obtained
an undertaking from Glass Lewis to provide such information promptly upon
request. The Adviser’s Director of Research will also receive quarterly reports from
Glass Lewis for the equity funds for which the Adviser has investment discretion, as
described above.

a record of all client requests for proxy voting information and the subsequent
responses will be maintained by the Adviser’s Chief Compliance Officer. Any
requests received by other Adviser staff members should be forwarded to the Chief
Compliance Officer.

records memorializing the determination to withdraw a vote from Glass Lewis and
the basis for the Adviser’s voting decision will be maintained by the Management
Committee a copy of which will be provided to the Adviser’s Chief Compliance
Officer.

Proxy Voting Disclosure

For purposes of the fund’s registration statement disclosure, the Adviser and each City
National Rochdale Sub-Adviser shall provide the fund with a description of its policies and
procedures to determine how to vote proxies relating to portfolio securities for which it has
authority to vote proxies on behalf of the fund.
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CIFC INVESTMENT MANAGEMENT LLC
PROXY VOTING AND CLASS ACTION LAWSUITS

Implementation Date: August 2008
Most Recent Amendment Date: January 2015

Background

Rule 206(4)-6 under the Advisers Act requires that each registered investment adviser that
exercises proxy voting authority with respect to client securities:

® Adopt and implement written policies and procedures reasonably designed to ensure
that the adviser votes client securities in the client’s best interests. Such policies and
procedures must address the manner in which the adviser will resolve material
conflicts of interest that can arise during the proxy voting process;

® Disclose to clients how they may obtain information from the adviser about how the
adviser voted with respect to their securities; and

® Describe to clients the adviser’s proxy voting policies and procedures and, upon
request, furnish a copy of the policies and procedures.

Additionally, paragraph (c)(2) of Rule 204-2 imposes additional recordkeeping requirements
on investment advisers that execute proxy voting authority, as described in the Maintenance of

Books and Records section of this Manual.

The Advisers Act lacks specific guidance regarding an adviser’s duty to direct clients’
participation in class action lawsuits. However, investment advisers may adopt policies and
procedures regarding class action lawsuits as a best practice.

Risks

In developing these policies and procedures, CIFC considered numerous risks associated with
the proxy voting process. This analysis includes risks such as:

® CIFC lacks written proxy voting policies and procedures;
® Proxies are not identified and processed in a timely manner;

® Proxies are not voted in Clients’ best interests;
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® Conflicts of interest between CIFC and a Client are not identified or resolved
appropriately;

® Proxy voting records, Client requests for proxy voting information, and CIFC’s
responses to such requests, are not properly maintained;

® CIFC lacks policies and procedures regarding Clients’ participation in class action
lawsuits; and

® CIFC fails to maintain documentation associated with Clients’ participation in class
action lawsuits.

CIFC has established the following guidelines as an attempt to mitigate these risks.

Policies and Procedures

Proxy Voting

CIFC seeks to vote proxies in the best interests of our Clients in instances where the Company
has discretionary authority to vote proxies. However, because CIFC invests primarily in senior
secured loans, the Company generally does not receive proxy solicitations. If CIFC is invited
to vote with respect to a Client’s Security, the Company will vote in accordance with its
fiduciary duty to its Clients.

As a matter of policy, CIFC does not disclose to unaffiliated third parties how it expects to
vote on upcoming proxies. Additionally, CIFC does not disclose the way it voted proxies to
unaffiliated third parties without a legitimate need to know such information.

Class Action Lawsuits

As a fiduciary, CIFC always seeks to act in Clients’ best interests with good faith, loyalty, and
due care. CIFC’s standard advisory contract authorizes the Company to direct Client
participation in class action lawsuits. The Company does not anticipate that it will receive
many invitations to participate in class action lawsuits because of the types of Investments that
are owned by Clients. Nonetheless, CIFC has adopted the following policies and procedures
with respect to class action lawsuits.

The Legal department will work with the Investment Analyst most closely associated with the
Investment in question when determining whether Clients will (a) participate in a recovery
achieved through a class action lawsuit, or (b) opt out of the class action and separately pursue
their own remedy. The Legal department will maintain documentation associated with Clients
participation in class action lawsuits.
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Employees must notify the General Counsel if they are aware of any material conflict of
interest associated with Clients’ participation in class action lawsuits. The General Counsel
will evaluate any such conflicts and determine an appropriate course of action for CIFC.

CIFC generally does not serve as the lead plaintiff in class action lawsuits because the costs of
such participation typically exceed any extra benefits that accrue to lead plaintiffs.

Conflicts of Interest

The CCO is responsible for identifying material conflicts that exist between the Company and
its Clients. This process includes a review of the relationship of the Company with the issuer
of each Security to determine if there is any relationship between the parties.

Monitoring Corporate Actions

The CCO is responsible for monitoring corporate actions and ensuring that proxies are
submitted in a timely manner. The relevant Portfolio Manager is responsible for making
voting decisions, including the manner and whether to vote the proxy.

Disclosures to Clients and Investors

CIFC includes a description of its policies and procedures regarding proxy voting and class
action lawsuits in Item 17 of Part 2A of Form ADV, along with a statement that Clients can
contact the CCO to obtain (a) a copy of these policies and procedures and/or (b) information
about how CIFC voted with respect to the Client’s Investments.

Any request for information about proxy voting or class action lawsuits should be promptly
forwarded to the CCO, who will respond to such requests.
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