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THE TRUST

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

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

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

The SEC is not involved in the supervision or management of the Fund. The Fund’s Prospectus and this
SAI are a part of the Trust’s Registration Statement filed with the SEC. Copies of the Trust’s complete
Registration Statement may be obtained from the SEC upon payment of the prescribed fee or may be
accessed free of charge at the SEC’s website at www.sec.gov..

The Fund is a series of the Trust. The Fund does not hold itself out as related to any other series of the
Trust for purposes of investment and investor services, nor does it share the same investment advisor with
any other series of the Trust. The Fund’s Institutional Class and Retail Class both commenced operations
on August 31, 2009.

INVESTMENT POLICIES AND RISKS

The following information supplements the discussion of the Fund’s principal investment strategies as set
forth in its Prospectus. Although not exhaustive, the following paragraphs detail other investment
strategies the Fund may pursue and the risks associated therewith. The Fund has the right to invest in
types of securities not described below.

Non-Diversification.

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

Although the Fund is a “non-diversified” investment company, and consequently is not limited in the
proportion of its assets that may be invested in the securities of a single issuer, the Fund intends to
conduct its operations so as to qualify to be taxed as a “regulated investment company” for federal
income tax purposes, which will relieve the Fund of any liability for federal income tax to the extent its
income and capital gains are distributed to shareholders. To so qualify, among other requirements, the
Fund will limit its investment so that, at the close of each quarter of the taxable year, (1) not more than
25% of the Fund’s total assets will be invested in the securities of a single issuer, and (2) with respect to
50% of its total assets, not more than 5% of its total assets will be invested in the securities of a single
issuer and the Fund will not own more than 10% of the outstanding voting securities of a single issuer.
The Fund’s investments in U.S. Government securities are not subject to these limitations.

Equity Securities.

Common stocks, preferred stocks and convertible securities are examples of equity securities in which the
Fund may invest. All investments in equity securities are subject to market risks that may cause their
prices to fluctuate over time. Historically, the equity markets have moved in cycles and the value of the
securities in the Fund’s portfolio may fluctuate substantially from day to day. Owning an equity security
can also subject the Fund to the risk that the issuer may discontinue paying dividends.

The economic crisis that began to unfold in 2007 continues to manifest itself in nearly all areas of the
U.S. economy and has caused dramatic volatility in the financial markets, as well as a significant decrease
in the value of many financial institutions, including, in general, a decrease in the value of stocks and
bonds. The U.S. government has taken a number of measures to attempt to restore stability to the
financial markets and to promote economic recovery. The measures have included various programs to
stimulate economic activity, to reform regulatory oversight, to advance various social goals and to
provide relief to businesses and individuals suffering from the effects of the economic crisis. There is no
guarantee that any of these programs or other efforts will be successful and therefore there is no guarantee
that the financial markets or stock and bond values will stabilize in the near future.

Common Stock.

Common stocks represent a proportionate share of the ownership of a company and its value is based on
the success of the company’s business, any income paid to stockholders, the value of its assets, and
general market conditions. In addition to the general risks set forth above, investments in common stocks
are subject to the risk that in the event a company in which the Fund invests is liquidated, the holders of
preferred stock and creditors of that company will be paid in full before any payments are made to the
Fund as a holder of common stock. It is possible that all assets of that company will be exhausted before
any payments are made to the Fund.

Other Investment Companies.

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

Section 12(d)(1)(A) of the 1940 Act generally prohibits a fund from purchasing (1) more than 3% of the total
outstanding voting stock of another fund; (2) securities of another fund having an aggregate value in excess
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of 5% of the value of the acquiring fund; and (3) securities of the other fund and all other funds having an
aggregate value in excess of 10% of the value of the total assets of the acquiring fund. There are some
exceptions, however, to these limitations pursuant to various rules promulgated by the SEC.

Exchange-Traded Funds.

The Fund may also invest in shares of exchange-traded funds (“ETFs”). ETFs are investment companies
which seek to replicate the performance, before fees and expenses, of an underlying index of securities. An
ETF is similar to a traditional mutual fund but trades at different prices during the day on a securities
exchange like a stock. Similar to investments in other investment companies discussed above, the Fund’s
investments in ETFs will involve duplication of advisory fees and other expenses since the Fund will be
investing in another investment company. In addition, the Fund’s investment in ETFs is also subject to its
limitations on investments in investment companies discussed above. To the extent the Fund invests in ETFs
which focus on a particular market segment or industry, the Fund will also be subject to the risks associated
with investing in those sectors or industries. The shares of the ETFs in which the Fund will invest will be
listed on a national securities exchange and the Fund will purchase and sell these shares on the secondary
market at their current market price, which may be more or less than their net asset value. Investors in the
Fund should be aware that ETFs are subject to “tracking risk,” which is the risk that an ETF will not be able
to replicate exactly the performance of the index it tracks.

As a purchaser of ETF shares on the secondary market, the Fund will be subject to the market risk associated
with owning any security whose value is based on market price. ETF shares historically have tended to trade
at or near their net asset value, but there is no guarantee that they will continue to do so. Unlike traditional
mutual funds, shares of an ETF may be purchased and redeemed directly from the ETF only in large blocks
(typically 50,000 shares or more) and only through participating organizations that have entered into
contractual agreements with the ETF. The Fund does not expect to enter into such agreements and therefore
will not be able to purchase and redeem its ETF shares directly from the ETF, but will instead purchase and
sell shares on the secondary market.

Foreign Securities.

Although the Fund currently does not do so, the Fund may invest up to 15% of its total assets in securities
issued by foreign issues, including American Depositary Receipts (“ADRs”), European Depositary
Receipts (“EDRs”), Global Depositary Receipts (“GDRs”) and foreign equity securities. In determining
whether a company is foreign, the Advisor will consider various factors including where the company is
headquartered, where the company’s principal operations are located, where the company’s revenues are
derived, where the principal trading market is located and the country in which the company is legally
organized. The weight given to each of these factors will vary depending upon the circumstances.
Investments in foreign securities may involve a greater degree of risk than those in domestic securities.

Depositary receipts are not usually denominated in the same currency as the securities into which they
may be converted. Generally, ADRs, in registered form, are designed for use in U.S. securities markets
and EDRs and GDRs, in bearer form, are designed for use in European and global securities markets.
ADRs are receipts typically issued by a U.S. bank or trust company evidencing ownership of the
underlying securities. EDRs and GDRs are European and global receipts, respectively, evidencing a
similar arrangement.

ADRs in registered form are dollar-denominated securities designed for use in the U.S. securities markets.
ADRs are sponsored and issued by domestic banks and they represent and may be converted into
underlying foreign securities deposited with the domestic bank or a correspondent bank. ADRs do not
eliminate the risks inherent in investing in the securities of foreign issuers. By investing in ADRs rather
than directly in the foreign security, however, the Fund may avoid currency risks during the settlement
period for either purchases or sales. There is a large, liquid market in the United States for most ADRs.
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GDRs are receipts representing an arrangement with a major foreign bank similar to that for ADRs.
GDRs are not necessarily denominated in the currency of the underlying security. ADRs, GDRs and the
securities of foreign companies traded on a U.S. stock exchange are not considered foreign securities for
purposes of calculation of any investment limitation placed on the Fund’s exposure to foreign securities.

Securities of foreign issuers may be subject to greater fluctuations in price than domestic securities. The
price of foreign securities is affected by changes in the currency exchange rates. Potential political or
economic instability of the country of the issuer, especially in emerging or developing countries, could
cause rapid and extreme changes in the value of the Fund’s assets to the extent it is invested in securities
of foreign issuers. Foreign countries have different accounting, auditing and financial reporting
standards, and foreign issuers may be subject to less governmental regulation and oversight and higher
levels of taxation than U.S. issuers. Also, many countries where the Fund invests are not as politically or
economically developed as the United States. Acts of foreign governments interfering in capital markets,
such as capital or currency controls, nationalization of companies or industries, expropriation of assets, or
imposition of punitive taxes would have an adverse effect on the Fund. In addition, additional costs may
be incurred in connection with the Fund’s foreign investments. Foreign brokerage commissions are
generally higher than those in the United States. Expenses may also be incurred on currency conversions
when the Fund moves investments from one country to another. Increased custodial costs, as well as
administrative difficulties, may be experienced in connection with maintaining assets in foreign
jurisdictions.

While the Fund intends to invest primarily in foreign companies located in developed countries, it may
also invest in developing or emerging market securities. The considerations noted above regarding the
risk of investing in foreign securities are generally more significant for investments in emerging or
developing countries, such as countries in Eastern Europe, Latin America, South America or Southeast
Asia. These countries may have relatively unstable governments and securities markets in which only a
small number of securities trade. Markets of developing or emerging countries may generally be more
volatile than markets of developed countries. Investment in these markets may involve significantly
greater risks, as well as the potential for greater gains.

Commercial Paper and Short-Term Notes.

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

Commercial paper and short-term notes will consist of issues rated at the time of purchase “A-2” or
higher by Standard & Poor’s Ratings Group or “Prime-1" or “Prime-2” by Moody’s Investors Service,
Inc., similarly rated by another nationally recognized statistical rating organization or, if unrated, will be
determined by the Advisor to be of comparable quality. These rating symbols are described in
Appendix A.

U.S. Treasury Securities. The Fund may invest in U.S. Treasuries. U.S. Treasury securities are direct
obligations of the U.S. Government and are backed by the full faith and credit of the U.S. Treasury.
U.S. Treasury securities differ only in their interest rates, maturities, and dates of issuance. Treasury Bills
have maturities of one year or less. Treasury Notes have maturities of one to ten years, and Treasury
Bonds generally have maturities of greater than ten years at the date of issuance. Yields on short-,
intermediate-, and long-term U.S. Treasury securities are dependent on a variety of factors, including the
general conditions of the money and bond markets, the size of a particular offering, and the maturity of
the obligation.
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Bank Money Market Instruments.

The Fund may invest in Bank money market instruments, which are short-term obligations of depository
institutions that provide high liquidity and a relatively risk-free way to earn interest on cash reserves.
Bank deposits and CDs are insured up to specified limits per depositor by the Bank Insurance Fund and
the Savings Association Insurance Fund, units of the Federal Deposit Insurance Corporation (“FDIC”),
and by the National Credit Union Administration (“NCUA”). The FDIC and NCUA are federally
sponsored agencies.

Illiquid Securities.

The Fund may not invest more than 15% of the value of its net assets in illiquid securities. The Advisor
will monitor the amount of illiquid securities in the Fund’s portfolio, under the supervision of the Board,
to ensure compliance with the Fund’s investment restrictions.

Historically, illiquid securities have included securities subject to contractual or legal restrictions on
resale because they have not been registered under the Securities Act of 1933, as amended (the
“Securities Act”), securities which are otherwise not readily marketable and repurchase agreements
having a maturity of longer than seven days. As described below, in some cases, securities subject to
legal or contractual restrictions on resales may not be deemed to be illiquid (see “Restricted Securities”
below). Mutual funds do not typically hold a significant amount of these illiquid securities because of the
potential for delays on resale and uncertainty in valuation. Limitations on resale may have an adverse
effect on the marketability of portfolio securities and the Fund might be unable to dispose of illiquid
securities promptly or at reasonable prices and might thereby experience difficulty satisfying redemption
requests within seven days.

Restricted Securities.

The Fund may invest in securities that are subject to restrictions on resale because they have not been
registered under the Securities Act. These securities are sometimes referred to as private placements.
Although securities which may be resold only to “qualified institutional buyers” in accordance with the
provisions of Rule 144A under the Securities Act are technically considered “restricted securities,” the
Fund may purchase Rule 144A securities without regard to the limitation on investments in illiquid
securities described above in the “llliquid Securities” section, provided that a determination is made that
such securities have a readily available trading market. The Fund may also purchase certain commercial
paper issued in reliance on the exemption from regulations in Section 4(2) of the Securities Act (“4(2)
Paper”). The Advisor will determine the liquidity of Rule 144A securities and 4(2) Paper under the
supervision of the Board. The liquidity of Rule 144A securities and 4(2) Paper will be monitored by the
Advisor, and if as a result of changed conditions it is determined that a Rule 144A security or 4(2) Paper
is no longer liquid, the Fund’s holdings of illiquid securities will be reviewed to determine what action, if
any, is appropriate. The Fund may determine that it is appropriate to continue to hold such instrument for
a period of time to avoid a distressed sale which would be harmful to shareholders.

Limitations on the resale of restricted securities may have an adverse effect on the marketability of
portfolio securities and the Fund might be unable to dispose of restricted securities promptly or at
reasonable prices and might thereby experience difficulty satisfying redemption requirements. The Fund
might also have to register such restricted securities in order to dispose of them, resulting in additional
expense and delay. Adverse market conditions could impede such a public offering of securities.

Repurchase Agreements.

Although the Fund has no present intention to do so, the Fund may enter into repurchase agreements.
However, the Fund may not invest more than 15% of its net assets in repurchase agreements. For
purposes of the 1940 Act, a repurchase agreement may be deemed to be a loan from the Fund to the seller
of the security subject to the repurchase agreement. Under such agreements, the seller of the security
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agrees to repurchase it at a mutually agreed upon time and price. The repurchase price may be higher
than the purchase price, the difference being income to the Fund, or the purchase and repurchase prices
may be the same, with interest at a stated rate due to the Fund together with the repurchase price on
repurchase. In either case, the income to the Fund is unrelated to the interest rate on the security itself.
Such repurchase agreements will be made only with banks with assets of $500 million or more that are
insured by the Federal Deposit Insurance Corporation or with government securities dealers recognized
by the Federal Reserve Board and registered as broker-dealers with the SEC or exempt from such
registration. The Fund will generally enter into repurchase agreements of short durations, from overnight
to one week, although the underlying securities generally have longer maturities. The Fund may not enter
into a repurchase agreement with more than seven days to maturity if, as a result, more than 15% of the
value of its net assets would be invested in illiquid securities, including such repurchase agreements.

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

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

Reverse Repurchase Agreements.

Although the Fund has no intention to do so, the Fund may borrow funds for temporary purposes by
entering into reverse repurchase agreements in accordance with the Fund’s investment restrictions.
Pursuant to such agreements, the Fund would sell portfolio securities to financial institutions such as
banks and broker-dealers, and agree to repurchase the securities at the mutually agreed-upon date and
price. The Fund would enter into reverse repurchase agreements only to avoid otherwise selling securities
during unfavorable market conditions to meet redemptions. When the Fund enters into a reverse
repurchase agreement, it will place in a segregated custodial account assets consistent with the Fund’s
investment restrictions having a value equal to the repurchase price (including accrued interest), and will
subsequently monitor the account to ensure that such equivalent value is maintained. Such assets will
include U.S. Government securities or other liquid, high-grade debt securities.

The use of reverse repurchase agreements by the Fund creates leverage which increases the Fund’s

investment risk. If the income and gains on securities purchased with the proceeds of reverse repurchase
agreements exceed the cost of the agreements, the Fund’s earnings or net asset value will increase faster
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than otherwise would be the case. Conversely, if the income and gains fail to exceed the costs, earnings
or net asset value would decline faster than otherwise would be the case. The Fund will seek to enter
reverse repurchase agreements only when the interest income to be earned from the investment of the
proceeds of the transaction is greater than the interest expense of the transaction. Reverse repurchase
agreements involve the risk that the market value of the securities sold by the Fund may decline below the
price at which the Fund is obligated to repurchase the securities. Reverse repurchase agreements are
considered to be borrowing by under the 1940 Act.

Borrowing.

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

The 1940 Act permits a portfolio to borrow money in amounts of up to one-third of a Fund’s total assets
from banks for any purpose, and to borrow up to 5% of a Fund’s total assets from banks or other lenders
for temporary purposes. 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 a Fund’s total assets, 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 a Fund did not borrow. This is because borrowing tends to
magnify the effect of any increase or decrease in the value of a Fund’s portfolio holdings. Borrowed
money thus creates an opportunity for greater gains, but also greater losses. To repay borrowings, a 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. Currently, the Fund’s does not contemplate borrowing money for
investment purposes. The Fund’s Investment Restriction regarding borrowing 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.

The 1940 Act prohibits the 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 for any purpose. The 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 the Fund can increase the
speculative character of the Fund’s outstanding shares through leveraging. Leveraging of the 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
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widely used investment practices that involve a commitment by the Fund to deliver money or securities in
the future are not considered by the SEC to be senior securities, provided that the 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 Fund’s policy on borrowing 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.

Securities Lending.

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

Any loans of portfolio securities are fully collateralized based on values that are marked-to-market daily.
Any securities that the Fund may receive as collateral will not become part of the Fund’s investment
portfolio at the time of the loan and, in the event of a default by the borrower, the Fund will, if permitted
by law, dispose of such collateral except for such part thereof that is a security in which the Fund is
permitted to invest. During the time securities are on loan, the borrower will pay the Fund any accrued
income on those securities, and the Fund may invest the cash collateral and earn income or receive an
agreed-upon fee from a borrower that has delivered cash-equivalent collateral.

When-Issued Securities and Forward Commitments.

The Fund may purchase securities offered on a “when-issued” basis and may purchase or sell securities
on a “forward commitment” basis. When these transactions are negotiated, the price, which is generally
expressed in yield terms, is fixed at the time the commitment is made, but delivery and payment for the
securities take place at a later date. Normally, the settlement date occurs within two months after the
transaction, but delayed settlements beyond two months may be negotiated. During the period between a
commitment and settlement, no payment is made for the securities purchased by the purchaser and thus,
no interest accrues to the purchaser from the transaction. At the time the Fund makes the commitment to
purchase securities on a when-issued or delayed delivery basis, the Fund will record the transaction as a
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purchase and thereafter reflect the value each day of such securities in determining its net asset value
(“NAV”).

LEAPS.

The Fund may purchase certain long-term exchange-traded equity options called Long-Term Equity
Anticipation Securities (“LEAPs”). LEAPs provide a holder the opportunity to participate in the
underlying securities’ appreciation in excess of a fixed dollar amount. The Fund will not purchase these
options with respect to more than 25% of the value of its net assets.

LEAPs are long-term call options that allow holders the opportunity to participate in the underlying
securities” appreciation in excess of a specified strike price, without receiving payments equivalent to any
cash dividends declared on the underlying securities. A LEAP holder will be entitled to receive a
specified number of shares of the underlying stock upon payment of the exercise price, and therefore the
LEAP will be exercisable at any time the price of the underlying stock is above the strike price. However,
if at expiration the price of the underlying stock is at or below the strike price, the LEAP will expire
worthless.

Short Sales.

Although not a principal strategy of the Fund, the Fund may seek to hedge investments or realize
additional gains through the use of short sales. Short sales are transactions in which the Fund sells a
security it does not own, in anticipation of a decline in the market value of that security. To complete
such a transaction, the Fund must borrow the security to make delivery to the buyer. The Fund then is
obligated to replace the security borrowed by purchasing it at the market price at or prior to the time of
replacement. The price at such time may be more or less than the price at which the security was sold by
the Fund. Until the security is replaced, the Fund is required to repay the lender any dividends or interest
that accrues during the period of the loan. To borrow the security, the Fund also may be required to pay a
premium, which would increase the cost of the security sold. The net proceeds of the short sale will be
retained by the broker (or by the Fund’s custodian in a special custody account), to the extent necessary to
meet margin requirements, until the short position is closed out. The Fund also will incur transaction
costs in effecting short sales.

Until the Fund replaces a borrowed security, it is required to maintain a segregated account of cash or
liquid assets with a broker or custodian to cover the Fund’s short position. Securities held in a segregated
account cannot be sold while the position they are covering is outstanding, unless they are replaced with
other liquid assets. The Fund’s ability to access the pledged collateral may also be impaired in the event
the broker fails to comply with the terms of the contract, due to, for instance, its insolvency or
bankruptcy. In such instances the Fund may not be able to substitute or sell the pledged collateral.
Additionally, the Fund must maintain sufficient liquid assets (less any additional collateral pledged to the
broker), marked-to-market daily, to cover the short sale obligation. This may limit the Fund’s investment
flexibility, as well as its ability to meet redemption requests or other current obligations.

The Fund will incur a loss as a result of the short sale if the price of the security increases between the
date of the short sale and the date on which the Fund replaces the borrowed security. The Fund will
realize a gain if the security declines in price between those dates. The amount of any gain will be
decreased, and the amount of any loss increased, by the amount of the premium, dividends, interest or
expenses the Fund may be required to pay in connection with a short sale.

Fixed Income Securities

General. Although the Fund has no present intent to do so, it is permitted to invest in fixed income
securities as described below.
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Government Agency Securities. Government agency securities, often called agencies, are indirect
obligations of the U.S. government, and are issued by federal agencies and government-sponsored
corporations under authority from Congress. Government agency securities may be backed by the full
faith and credit of the federal government, which is the case with Government National Mortgage
Association and Small Business Administration certificates, but are more often issued or guaranteed by
the sponsoring agency. Examples of government agency securities include Export-Import Bank of the
United States, the Federal Home Loan Banks, and the Federal Farm Credit System Banks.

Government-Sponsored Enterprises. Government-sponsored enterprises are characterized as being
privately owned and publicly chartered. These enterprises were created by the U.S. Government to help
certain important sectors of the economy reduce their borrowing costs. The U.S. Government does not
directly back government sponsored enterprise securities, although in some instances, government-
sponsored enterprise securities may benefit from indirect support. Freddie Mac and Fannie Mae are
examples of government-sponsored enterprise securities. On September 6, 2008, the Federal Housing
Finance Authority (“FHFA”), an agency of the U.S. government, placed Fannie Mae and Freddie Mac
into conservatorship under its authority with the stated purpose to preserve and conserve each entity’s
assets and property, and to put each entity in a sound and solvent condition. The effect that this
conservatorship will have on these entities’ debt and equities is unclear and no assurance can be given
that any steps taken by the FHFA or the U.S. Treasury or any other agency of the U.S. government with
respect to Fannie Mae or Freddie Mac will succeed. Fannie Mae and Freddie Mac have each been and
remain the subject of investigations by federal regulators over certain accounting matters. Such
investigations, and any resulting restatements, may adversely affect these entities and, as a result, the
payment of principal or interest on securities they issue.

Risks Associated with Investing in U.S. Government Securities. The U.S. Government is considered to
be the best credit-rated issuer in the debt markets. Since Treasury securities are direct obligations of the
U.S. Government, there is minimal credit risk. While most other government-sponsored securities are not
direct obligations of the U.S. Government (although some are guaranteed by the U.S. Government), they
also offer little credit risk.

However, another type of risk that may affect the Fund is market and/or interest rate risk. For example,
debt securities with longer maturities tend to produce higher yields and are generally subject to potentially
greater capital appreciation and depreciation than obligations with shorter maturities and lower yields.
The market value of U.S. Government securities generally varies inversely with changes in market
interest rates. An increase in interest rates, therefore, would generally reduce the market value of any U.S.
Government security held by the Fund, while a decline in interest rates would generally increase the
market value of such investment.

Convertible Securities. The Fund may invest in all types of common stocks and equivalents (such as
convertible debt securities and warrants) and preferred stocks. The Fund may invest in convertible
securities which may offer higher income than the common stocks into which they are convertible. The
convertible securities in which the Fund may invest consist of bonds, notes, debentures and preferred
stocks which may be converted or exchanged at a stated or determinable exchange ratio into underlying
shares of common stock. The Fund may be required to permit the issuer of a convertible security to
redeem the security, convert it into the underlying common stock or sell it to a third party. Thus, the
Fund may not be able to control whether the issuer of a convertible security chooses to convert that
security. If the issuer chooses to do so, this action could have an adverse effect on the Fund’s ability to
achieve its investment objectives.

Asset-Backed Securities. Asset-backed securities include pools of mortgages, loans, receivables or other
assets. Payment of principal and interest may be largely dependent upon the cash flows generated by the
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assets backing the securities, and, in certain cases, supported by letters of credit, surety bonds, or other
credit enhancements. The value of asset-backed securities may also be affected by the creditworthiness of
the servicing agent for the pool, the originator of the loans or receivables, or the financial institution(s)
providing the credit support.

Mortgaged-Backed Securities. The Fund may invest in securities that directly or indirectly represent
participations in, or are collateralized by, payable from, mortgage loans secured by real property
(*Mortgage-Backed Securities”).

Mortgage-Backed Securities represent pools of mortgage loans assembled for sale to investors by various
governmental agencies such as the Government National Mortgage Association (“Ginnie Mae”) and
government-related organizations such as Fannie Mae and Freddie Mac, as well as by nongovernmental
issuers such as commercial banks, savings and loan institutions, mortgage bankers, and private mortgage
insurance companies. Although certain Mortgage-Backed Securities are guaranteed by a third party or
otherwise similarly secured, the market value of the security, which may fluctuate, is not so secured. If
the Advisor purchases a Mortgage-Backed Security at a premium, that portion may be lost if there is a
decline in the market value of the security whether resulting from changes in interest rates or prepayments
in the underlying mortgage collateral. As with other interest-bearing securities, the prices of such
securities are inversely affected by changes in interest rates. However, though the value of a Mortgage-
Backed Security may decline when interest rates rise, the converse is not necessarily true since in periods
of declining interest rates the mortgages underlying the securities are prone to prepayment. For this and
other reasons, a Mortgage-Backed Security’s stated maturity may be shortened by unscheduled
prepayments on the underlying mortgages and, therefore, it is not possible to predict accurately the
securities’ return to the Fund. In addition, regular payments received in respect of Mortgage-Backed
Securities include both interest and principal. No assurance can be given as to the return the Fund will
receive when these amounts are reinvested.

There are a number of important differences among the agencies and instrumentalities of the
U.S. Government that issue Mortgage-Backed Securities and among the securities that they issue.
Mortgage-Backed Securities issued by Ginnie Mae include Ginnie Mae Mortgage Pass-Through
Certificates which are guaranteed as to the timely payment of principal and interest by Ginnie Mae. This
guarantee is backed by the full faith and credit of the United States. 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-Backed Securities issued by Fannie Mae include Fannie
Mae Guaranteed Mortgage Pass-Through Certificates (also known as “Fannie Maes”) which are
guaranteed as to timely payment of the principal and interest by Fannie Mae. Fannie Maes are solely the
obligations of Fannie Mae and are not backed by or entitled to the full faith and credit of the United
States. Fannie Mae is a government sponsored organization owned entirely by private stockholders.
Mortgage-Backed Securities issued by Freddie Mac include Freddie Mac Mortgage Participation
Certificates (also knows as “Freddie Mac PC’s”). Freddie Mac is a corporate instrumentality of the United
States, created pursuant to an Act of Congress, which is owned entirely by Federal Home Loan Banks.
Freddie Macs are not guaranteed by the United States or by any Federal Home Loan Banks and do not
constitute a debt or obligation of the United States or any Federal Home Loan Bank. Freddie Macs entitle
the holder to timely payment of interest, which is guaranteed by Freddie Mac. Freddie Mac guarantees
either ultimate collection or 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.
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The Fund may also invest in Mortgage-Backed Securities which are collateralized mortgage obligations
structured on pools of mortgage pass-through certificates or mortgage loans (“CFOs” and “REMICs”) and
derivative multiple-class mortgage-backed securities (“Stripped Mortgage-Backed Securities” or
“SMBSs”).

Recently, rating agencies have placed on credit watch or downgraded the ratings previously assigned to a
large number of mortgage-related securities (which may include certain of the mortgage-related securities
in which the Fund may in the future invest), and may continue to do so in the future. If a mortgage-
related security in which the Fund is invested is placed on credit watch or downgraded, the value of the
security may decline and the Fund may experience losses.

Further, the recent and unprecedented disruption in the residential mortgage-related securities market (and
in particular, the “subprime” residential mortgage market), the broader mortgage-related securities market
and the asset-backed securities market have resulted in downward price pressures and increasing
foreclosures and defaults in residential and commercial real estate. Concerns over inflation, energy costs,
geopolitical issues, the availability and cost of credit, the mortgage market and a declining real estate
market have contributed to increased volatility and diminished expectations for the economy and markets
going forward, and have contributed to dramatic declines in the housing market, with falling home prices
and increasing foreclosures and unemployment, and significant asset write-downs by financial
institutions. The continuation or worsening of this general economic downturn may lead to further
declines in income from, or the value of, real estate, including the real estate which secures the mortgage-
related securities held by the Fund. Additionally, a lack of credit liquidity and decreases in the value of
real property have occurred and may continue to occur or worsen, and potentially prevent borrowers from
refinancing their mortgages, which may increase the likelihood of default on their mortgage loans.

These economic conditions may also adversely affect the amount of proceeds the holder of a mortgage
loan or mortgage-related securities would realize in the event of a foreclosure or other exercise of
remedies. Moreover, even if such mortgage-related securities are performing as anticipated, their value in
the secondary market may fall or continue to fall as a result of deterioration in general market conditions
for such securities or other asset-backed or structured products. Trading activity associated with market
indices may also drive spreads on those indices wider than spreads on mortgage-related securities, thereby
resulting in a decrease in the value of such mortgage-related securities. Mortgage loans backing non-
agency mortgage-related securities are more sensitive to economic factors that could affect the ability of
borrowers to pay their obligations under the mortgage loans backing these securities. These economic
conditions may reduce the cash flow that the Fund investing in such mortgage-related securities receives
from such securities and increase the incidence and severity of credit events and losses in respect of such
securities. In addition, interest rate spreads for mortgage-backed securities have widened and are more
volatile when compared to the recent past due to these adverse changes in market conditions. In the event
that interest rate spreads for mortgage-related securities continue to widen following the purchase of such
assets by the Fund, the market value of such securities is likely to decline and, in the case of a substantial
spread widening, could decline by a substantial amount. Furthermore, these adverse changes in market
conditions have resulted in a severe liquidity crisis in the market for mortgage-backed securities
(including the mortgage-related securities in which certain of the Fund may invest) and increasing
unwillingness by banks, financial institutions and investors to extend credit to servicers, originators and
other participants in the mortgage-related securities market for these securities and other asset-backed
securities. As a result, the liquidity and/or the market value of any mortgage-related securities that are
owned by the Fund may experience further declines after they are purchased by the Fund. The recent rise
in the rate of foreclosures of properties has resulted in legislative, regulatory and enforcement actions
seeking to prevent or restrict foreclosures. Actions have also been brought against issuers and
underwriters of residential mortgage-backed securities collateralized by such residential mortgage loans
and investors in such residential mortgage-backed securities. Future legislative or regulatory initiatives
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by federal, state or local legislative bodies or administrative agencies, if enacted or adopted, could delay
foreclosure or the exercise of other remedies, provide new defenses to foreclosure, or otherwise impair
the ability of the loan servicer to foreclose or realize on a defaulted residential mortgage loan included in
a pool of residential mortgage loans backing such residential mortgage-backed securities. The nature or
extent of any future limitations on foreclosure or exercise of other remedies that may be enacted is
uncertain. Governmental actions that interfere with the foreclosure process, for example, could increase
the costs of such foreclosures or exercise of other remedies, delay the timing or reduce the amount of
recoveries on defaulted residential mortgage loans and securities backed by such residential mortgage
loans owned by the Fund, and could adversely affect the yields on the mortgage-related securities owned
by the Fund and could have the effect of reducing returns to the Fund that has invested in mortgage-
related securities collateralized by these residential mortgage loans.

In addition, the U.S. Government, including the Federal Reserve, the Treasury, and other governmental
and regulatory bodies have recently taken or are considering taking actions to address the financial crisis,
including initiatives to limit large-scale losses associated with mortgage-related securities held on the
books of certain U.S. financial institutions and to support the credit markets generally. The impact that
such actions could have on any of the mortgage-related securities held by the Fund is unknown.

Structured Securities. Structured securities employ a trust or other similar structure to modify the
maturity, price characteristics or quality of financial assets. For example, structural features can be used
to modify the maturity of a security or interest rate adjustment features can be used to enhance price
stability. If the structure does not perform as intended, adverse tax or investment consequences may
result. Neither the Internal Revenue Service (“IRS”) nor any other regulatory authority has ruled
definitively on certain legal issues presented by structured securities. Future tax or other regulatory
determinations could adversely affect the value, liquidity or tax treatment of the income received from
these securities or the nature and timing of distributions made by the Fund. The payment of principal and
interest on structured securities may be largely dependent on the cash flows generated by the underlying
financial assets.

Variable or Floating Rate Securities. Variable or floating rate securities provide for periodic
adjustments of the interest rate paid. Variable rate securities provide for a specific periodic adjustment in
the interest rate, while floating rate securities have interest rates that change whenever there is a change in
a designated benchmark rate. Some variable or floating rate securities have put features.

Swap Agreements. Swap agreements can be individually negotiated and structured to include exposure
to a variety of different types of investments or market factors. Depending on their structure, swap
agreements may increase or decrease the Fund’s exposure to long- or short-term interest rates (in the
United States or abroad), foreign currency values, mortgage securities, corporate borrowing rates, or other
factors such as security prices or inflation rates. Swap agreements can take many different forms and are
known by a variety of names. The Fund is not limited to any particular form of swap agreement if the
Advisor determines it is consistent with the Fund’s investment objective and policies.

In a typical cap or floor agreement, one party agrees to make payments only under specified
circumstances, usually in return for payment of a fee by the other party. For example, the buyer of an
interest rate cap obtains the right to receive payments to the extent that a specific interest rate exceeds an
agreed-upon level, while the seller of an interest rate floor is obligated to make payments to the extent
that a specified interest rate falls below an agreed-upon level. An interest rate collar combines elements
of buying a cap and selling a floor.

Swap agreements will tend to shift the Fund’s investment exposure from one type of investment to
another. For example, if the Fund agreed to exchange payments in dollars for payments in foreign
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currency, the swap agreement would tend to decrease the Fund’s exposure to U.S. interest rates and
increase its exposure to foreign currency and interest rates. Caps and floors have an effect similar to
buying or writing options. Depending on how they are used, swap agreements may increase or decrease
the overall volatility of the Fund’s investments and its share price.

The most significant factor in the performance of swap agreements is the change in the specific interest
rate, currency, or other factors that determine the amounts of payments due to and from the Fund. If a
swap agreement calls for payments by the Fund, the Fund must be prepared to make such payments when
due. In addition, if the counterparty’s creditworthiness declined, the value of a swap agreement would be
likely to decline, potentially resulting in losses.

The Fund expects to be able to eliminate its exposure under swap agreements whether by assignment or
other disposition, or by entering into an offsetting swap agreement with the same party or a similarly
creditworthy party. The Fund will maintain appropriate liquid assets in a segregated custodial account to
cover its current obligations under swap agreements. If the Fund enters into a swap agreement on a net
basis, it will segregate assets with a daily value at least equal to the excess, if any, of the Fund’s accrued
obligations under the swap agreement over the accrued amount the Fund is entitled to receive under the
agreement. If the Fund enters into a swap agreement on other than a net basis, it will segregate assets
with a value equal to the full amount of the Fund’s accrued obligations under the agreement.

Indexed Securities. The Fund may purchase securities whose prices are indexed to the prices of other
securities, securities indices, currencies, precious metals or other commodities, or other financial
indicators. Indexed securities typically, but not always, are debt securities or deposits whose value at
maturity or coupon rate is determined by reference to a specific instrument or statistic. Gold-indexed
securities, for example, typically provide for a maturity value that depends on the price of gold, resulting
in a security whose price tends to rise and fall together with gold prices. Currency-indexed securities
typically are short-term to intermediate-term debt securities whose maturity values or interest rates are
determined by reference to the values of one or more specified foreign currencies, and may offer higher
yields than U.S. dollar-denominated securities of equivalent issuers. Currency-indexed securities may be
positively or negatively indexed; that is, their maturity value may increase when the specified currency
value increases, resulting in a security that performs similarly to a foreign-denominated instrument, or
their maturity value may decline when foreign currencies increase, resulting in a security whose price
characteristics are similar to a put on the underlying currency. Currency-indexed securities may also have
prices that depend on the value of a number of different foreign currencies relative to each other.

The performance of indexed securities depends to a great extent on the performance of the security,
currency, or other instrument to which they are indexed, and may also be influenced by interest rate
changes in the United States and abroad. At the same time, indexed securities are subject to the credit
risks associated with the issuer of the security, and their values may decline substantially if the issuer’s
creditworthiness deteriorates. Recent issuers of indexed securities have included banks, corporations, and
certain U.S. Government agencies. Indexed securities may be more volatile than the underlying
instruments.

Stripped Securities. The Fund may purchase separately traded interest and principal component parts of
such obligations that are transferable through the Federal book entry system, known as Separately Traded
Registered Interest and Principal Securities (“STRIPS”) and Coupon Under Book Entry Safekeeping
(“CUBES”). These instruments are issued by banks and brokerage firms and are created by depositing
U.S. Treasury notes and U.S. Treasury bonds into a special account at a custodian bank; the custodian
holds the interest and principal payments for the benefit of the registered owner of the certificates or
receipts. The custodian arranges for the issuance of the certificates or receipts evidencing ownership and
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maintains the register. Receipts include Treasury Receipts (“TRs”), Treasury Investment Growth
Receipts (“TIGRs”) and Certificates of Accrual on Treasury Securities (“CATS”).

STRIPS, CUBES, TRs, TIGRs and CATS are sold as zero coupon securities, which mean that they are
sold at a substantial discount and redeemed at face value at their maturity date without interim cash
payments of interest or principal. This discount is amortized over the life of the security, and such
amortization will constitute the income earned on the security for both accounting and tax purposes.
Because of these features, these securities may be subject to greater interest rate volatility than interest-
paying U.S. Treasury obligations. Bonds issued by the Resolution Funding Corporation (“REFCORP”)
can also be stripped in this fashion. REFCORP Strips are eligible investments for the Fund.

Zero Coupon Bonds. The Fund may purchase zero coupon bonds. Zero coupon bonds are purchased at
a discount from the face amount because the buyer receives only the right to receive a fixed payment on a
certain date in the future and does not receive any periodic interest payments. The effect of owning
instruments which do not make current interest payments is that a fixed yield is earned not only on the
original investment but also, in effect, on all discount accretion during the life of the obligations. This
implicit reinvestment of earnings at the same rate eliminates the risk of being unable to reinvest
distributions at a rate as high as the implicit yields on the zero coupon bond, but at the same time
eliminates the holder’s ability to reinvest at higher rates in the future. For this reason, zero coupon bonds
are subject to substantially greater price fluctuations during periods of changing market interest rates than
are comparable securities which pay interest currently, whose fluctuation increases the longer the period
of maturity. Although zero coupon bonds do not pay interest to holders prior to maturity, U.S. federal
income tax law requires the Fund to recognize as interest income a portion of the bond’s discount each
year and this income must then be distributed to shareholders along with other income earned by the
Fund. To the extent that any shareholders in the Fund elect to receive their dividends in cash rather than
reinvest such dividends in additional shares, cash to make these distributions will have to be provided
from the assets of the Fund or other sources such as proceeds of sales of Fund shares and/or sales of
portfolio securities. In such cases, the Fund will not be able to purchase additional income producing
securities with cash used to make such distributions and its current income may ultimately be reduced as a
result.

Real Estate-Related Investments. Real estate-related instruments include real estate investment trusts,
commercial and residential mortgage-backed securities, and real estate financings. Real estate-related
instruments are sensitive to factors such as real estate values, property taxes, interest rates, cash flow of
underlying real estate assets, overbuilding, and the management skill and creditworthiness of the issuer.
Real estate-related instruments may also be affected by tax and regulatory requirements, such as those
relating to the environment.

Lower-Rated Debt Securities. The Fund may purchase lower-rated debt securities, commonly referred
to as “junk bonds” (those rated below the fourth highest grade by a nationally recognized statistical
ratings organization (“NRSRQO”) and non-rated securities judged by the Advisor to be of equivalent
quality), that have poor protection with respect to the payment of interest and repayment of principal, or
that may be in default. These securities are often considered to be speculative and involve greater risk of
loss or price changes due to changes in the issuer’s capacity to pay. The market prices of lower-rated debt
securities may fluctuate more than those of higher-rated debt securities and may decline significantly in
periods of general economic difficulty, which may follow periods of rising interest rates.

The market for lower-rated debt securities may be thinner and less active than that for higher-rated debt
securities, which can adversely affect the prices at which the former are sold. If market quotations are not
available, lower-rated debt securities will be valued in accordance with procedures established by the
Board of Trustees, including the use of outside pricing services. Judgment plays a greater role in valuing
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high-yield corporate debt securities than is the case for securities for which more external sources for
guotations and last-sale information are available. Adverse publicity and changing investor perceptions
may affect the ability of outside pricing services to value lower-rated debt securities and the Fund’s
ability to sell these securities.

Since the risk of default is higher for lower-rated debt securities, the Advisor’s research and credit
analysis are an especially important part of managing securities of this type held by the Fund. In
considering investments for the Fund, the Advisor will attempt to identify those issuers of high-yielding
debt securities whose financial condition are adequate to meet future obligations, have improved, or is
expected to improve in the future. The analysis focuses on relative values based on such factors as
interest or dividend coverage, asset coverage, earnings prospects, and the experience and managerial
strength of the issuer.

The Fund may choose, at its expense or in conjunction with others, to pursue litigation or otherwise
exercise its right as security holder to seek to protect the interests of security holders if it determines this
to be in the best interest of the Fund’s shareholders.

Loans and Other Debt Instruments. Loans and other direct debt instruments are interests in amounts
owed by a corporate, governmental, or other borrower to another party. They may represent amounts
owed to lenders or lending syndicates (loans and loan participation), to suppliers of goods or services
(trade claims or other receivables), or to other parties. Direct debt instruments involve a risk of loss in
case of default or insolvency of the borrower and may offer less legal protection to the Fund in the event
of fraud or misrepresentation. In addition, loan participations involve a risk of insolvency of the lending
bank or other financial intermediary. Direct debt instruments may also include standby financing
commitments that obligate the Fund to supply additional cash to the borrower on demand.

Derivative Instruments

A variety of derivate investment products are available in the financial markets, including put and call
options on securities, indexes and currencies; financial and commodity futures contracts and options on
futures contracts; swap agreements and options on such agreements; structured notes; and various hybrid
instruments. The Fund is currently permitted to invest up to 5% of its assets in derivative instruments as
further described below.

Foreign Currency Transactions. The Fund may conduct foreign currency transactions on a spot
(i.e., cash) basis or by entering into forward contracts to purchase or sell foreign currencies at a future
date and price. The Fund will convert currencies on a spot basis from time to time, and investors should
be aware of the costs of currency conversion. Although foreign exchange dealers generally do not charge
a fee for conversion, they do realize a profit based on the difference between the prices at which they are
buying and selling various currencies. Thus, a dealer may offer to sell a foreign currency to the Fund at
one rate, while offering a lesser rate of exchange should the Fund desire to resell that currency to the
dealer. Forward contracts are generally traded in an interbank market conducted directly between
currency traders (usually large commercial banks) and their customers. The parties to a forward contract
may agree to offset or terminate the contract before its maturity, or may hold the contract to maturity and
complete the contemplated currency exchange.

The Fund may use currency forward contracts for any purpose consistent with its investment objective.
The following discussion summarizes the principal currency management strategies involving forward
contracts that could be used by the Fund. The Fund may also use swap agreements, indexed securities,
and options and futures contracts relating to foreign currencies for the same purposes.
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When the Fund agrees to buy or sell a security denominated in a foreign currency, it may desire to “lock
in” the U.S. Dollar price of the security. By entering into a forward contract for the purchase or sale, for a
fixed amount of U.S. Dollars, of the amount of foreign currency involved in the underlying security
transaction, the Fund will be able to protect itself against an adverse change in foreign currency values
between the date the security is purchased or sold and the date on which payment is made or received.
This technique is sometimes referred to as a “settlement hedge” or “transaction hedge.” The Fund may
also enter into forward contracts to purchase or sell a foreign currency in anticipation of future purchases
or sales of securities denominated in foreign currency, even if the specific investments have not yet been
selected by the Advisor.

The Fund may also use forward contracts to hedge against a decline in the value of existing investments
denominated in foreign currency. For example, if the Fund owned securities denominated in Euro, it
could enter into a forward contract to sell Euro in return for U.S. Dollars to hedge against possible
declines in the Euro’s value. Such a hedge, sometimes referred to as a “position hedge,” would tend to
offset both positive and negative currency fluctuations, but would not offset changes in security values
caused by other factors. The Fund could also hedge the position by selling another currency expected to
perform similarly to the Euro. This type of hedge, sometimes referred to as a “proxy hedge,” could offer
advantages in terms of cost, yield, or efficiency, but generally would not hedge currency exposure as
effectively as a simple hedge into U.S. Dollars. Proxy hedges may result in losses if the currency used to
hedge does not perform similarly to the currency in which the hedged securities are denominated.

The Fund may enter into forward contracts to shift its investment exposure from one currency into
another. This may include shifting exposure from U.S. Dollars to a foreign currency, or from one foreign
currency to another foreign currency. For example, if the Fund held investments denominated in Euro,
the Fund could enter into forward contracts to sell Euro and purchase Japanese Yen. This type of strategy,
sometimes known as a “cross-hedge,” will tend to reduce or eliminate exposure to the currency that is
sold, and increase exposure to the currency that is purchased, much as if the Fund had sold a security
denominated in one currency and purchased an equivalent security denominated in another. Cross-hedges
protect against losses resulting from a decline in the hedged currency, but will cause the Fund to assume
the risk of fluctuations in the value of the currency it purchases.

Under certain conditions, Commission guidelines require mutual funds to set aside appropriate liquid
assets in a segregated custodial account to cover currency forward contracts. As required by Commission
guidelines, the Fund will segregate assets to cover currency forward contracts, if any, whose purpose is
essentially speculative. The Fund will not segregate assets to cover forward contracts entered into for
hedging purposes, including settlement hedges, position hedges, and proxy hedges.

Successful use of currency management strategies will depend on the Advisor’s skill in analyzing and
predicting currency values. Currency management strategies may substantially change the Fund’s
investment exposure to changes in currency exchange rates, and could result in losses to the Fund if
currencies do not perform as anticipated. For example, if a currency’s value rose at a time when the
Advisor had hedged the Fund by selling that currency in exchange for U.S. Dollars, the Fund would be
unable to participate in the currency’s appreciation. If the Fund hedges currency exposure through proxy
hedges, the Fund could realize currency losses from the hedge and the security position at the same time
if the two currencies do not move in tandem. Similarly, if the Advisor increases the Fund’s exposure to a
foreign currency, and that currency’s value declines, the Fund will realize a loss. There is no assurance
that the use of currency management strategies will be advantageous to the Fund or that it will hedge at an
appropriate time.

Futures Contracts. The Fund may enter into futures contracts, options on futures contracts and stock
index futures contracts and options thereon for bona fide hedging purposes. Futures contracts provide for
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the future sale by one party and purchase by another party of a specified amount of a specific security,
class of securities, or an index at a specified future time and at a specified price. A stock index futures
contract is a bilateral agreement pursuant to which two parties agree to take or make delivery of an
amount of cash equal to a specified dollar amount times the difference between the stock index value at
the close of trading of the contracts and the price at which the futures contract is originally struck. Futures
contracts which are standardized as to maturity date and underlying financial instrument are traded on
national futures exchanges. Futures exchanges and trading are regulated under the Commodity Exchange
Act by the Commodity Futures Trading Commission (“CFTC”), a U.S. Government agency.

Although futures contracts by their terms call for actual delivery and acceptance of the underlying
securities, in most cases the contracts are closed out before the settlement date without the making or
taking of delivery. Closing out an open futures position is done by taking an opposite position (“buying”
a contract which has previously been “sold,” or “selling” a contract previously “purchased”) in an
identical contract to terminate the position. A futures contract on a securities index is an agreement
obligating either party to pay, and entitling the other party to receive, while the contract is outstanding,
cash payments based on the level of a specified securities index. The acquisition of put and call options
on futures contracts will, respectively, give the Fund the right (but not the obligation), for a specified
price, to sell or to purchase the underlying futures contract, upon exercise of the option, at any time
during the option period. Brokerage commissions are incurred when a futures contract is bought or sold.

Futures traders are required to make a good faith margin deposit in cash or U.S. Government securities
with a broker or custodian to initiate and maintain open positions in futures contracts. A margin deposit
is intended to assure completion of the contract (delivery or acceptance of the underlying security) if it is
not terminated prior to the specified delivery date. Minimal initial margin requirements are established by
the futures exchange and may be changed. Brokers may establish deposit requirements that are higher
than the exchange minimums. Initial margin deposits on futures contracts are customarily set at levels
much lower than the prices at which the underlying securities are purchased and sold, typically ranging
upward from less than 5% of the value of the contract being traded.

After a futures contract position is opened, the value of the contract is marked to market daily. If the
futures contract price changes to the extent that the margin on deposit does not satisfy margin
requirements, payment of additional “variation” margin will be required. Conversely, a change in the
contract value may reduce the required margin, resulting in a repayment of excess margin to the contract
holder. Variation margin payments are made to and from the futures broker for as long as the contract
remains open. The Fund expects to earn interest income while its margin deposits are held pending
performance on the futures contract.

When interest rates are expected to rise or market values of portfolio securities are expected to fall, the
Fund can seek, through the sale of futures, contracts to offset a decline in the value of its portfolio
securities. When interest rates are expected to fall or market values are expected to rise, the Fund,
through the purchase of such contracts, can attempt to secure better rates or prices for the Fund than might
later be available in the market when it affects anticipated purchases.

The Fund’s ability to effectively utilize futures trading depends on several factors. First, it is possible that
there will not be a perfect price correlation between the futures contracts and their underlying stock index.
Second, it is possible that a lack of liquidity for futures contracts could exist in the secondary market,
resulting in an inability to close a futures position prior to its maturity date. Third, the purchase of a
futures contract involves the risk that the Fund could lose more than the original margin deposit required
to initiate a futures transaction.
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Restrictions on the Use of Futures Contracts. The Fund will only sell futures contracts to protect
securities it owns against price declines or purchase contracts to protect against an increase in the price of
securities it intends to purchase. Pursuant to claims for exemption filed with the CFTC and/or the
National Futures Association on behalf of the Fund, the Fund is not deemed to be a “commodity pool” or
“commaodity pool operator” under the Commodity Exchange Act and are not subject to registration or
regulation as such under the Commaodity Exchange Act.

In addition to the margin restrictions discussed above, transactions in futures contracts may involve the
segregation of funds pursuant to requirements imposed by the Commission. Under those requirements,
where the Fund has a long position in a futures contract, it may be required to establish a segregated
account (not with a futures commission merchant or broker, except as may be permitted under
Commission rules) containing cash or certain liquid assets equal to the purchase price of the contract (less
any margin on deposit). For a short position in futures or forward contracts held by the Fund, those
requirements may mandate the establishment of a segregated account (not with a futures commission
merchant or broker, except as may be permitted under Commission rules) with cash or certain liquid
assets that, when added to the amounts deposited as margin, equal the market value of the instruments
underlying the futures contracts (but are not less than the price at which the short positions were
established). However, segregation of assets is not required if the Fund “covers” a long position. For
example, instead of segregating assets, the Fund, when holding a long position in a futures contract, could
purchase a put option on the same futures contract with a strike price as high as or higher than the price of
the contract held by the Fund. In addition, where the Fund takes short positions, or engages in sales of call
options, it need not segregate assets if it “covers” these positions. For example, where the Fund holds a
short position in a futures contract, it may cover by owning the instruments underlying the contract. The
Fund may also cover such a position by holding a call option permitting it to purchase the same futures
contract at a price no higher than the price at which the short position was established. When the Fund
sells a call option on a futures contract, it may cover either by entering into a long position in the same
contract at a price no higher than the strike price of the call option or by owning the instruments
underlying the futures contract. The Fund could also cover this position by holding a separate call option
permitting it to purchase the same futures contract at a price no higher than the strike price of the call
option sold by the Fund.

In addition, the extent to which the Fund may enter into transactions involving futures contracts may be
limited by the Internal Revenue Code’s requirements for qualification as a registered investment company
and the Fund’s intention to qualify as such.

Risk Factors in Future Transactions. Positions in futures contracts may be closed out only on an
exchange which provides a secondary market for such futures. However, there can be no assurance that a
liquid secondary market will exist for any particular futures contract at any specific time. Thus, it may
not be possible to close a futures position. In the event of adverse price movements, the Fund would
continue to be required to make daily cash payments to maintain the required margin. In such situations,
if the Fund has insufficient cash, it may have to sell portfolio securities to meet daily margin requirements
at a time when it may be disadvantageous to do so. In addition, the Fund may be required to make
delivery of the instruments underlying futures contracts it holds. The inability to close options and
futures positions also could have an adverse impact on the ability to effectively hedge them. The Fund
will minimize the risk that it will be unable to close out a futures contract by only entering into futures
contracts which are traded on national futures exchanges and for which there appears to be a liquid
secondary market.

The risk of loss in trading futures contracts in some strategies can be substantial, due both to the low

margin deposits required, and the extremely high degree of leverage involved in futures pricing. Because
the deposit requirements in the futures markets are less onerous than margin requirements in the securities
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market, there may be increased participation by speculators in the futures market which may also cause
temporary price distortions. A relatively small price movement in a futures contract may result in
immediate and substantial loss (as well as gain) to the investor. For example, if at the time of purchase,
10% of the value of the futures contract is deposited as margin, a subsequent 10% decrease in the value of
the futures contract would result in a total loss of the margin deposit, before any deduction for the
transaction costs, if the account were then closed out. A 15% decrease would result in a loss equal to
150% of the original margin deposit if the contract were closed out. Thus, a purchase or sale of a futures
contract may result in losses in excess of the amount invested in the contract. However, because the
futures strategies engaged in by the Fund are only for hedging purposes, it is expected that the Fund is
generally not subject to risks of loss exceeding those that would be undertaken if, instead of the futures
contract, it had invested in the underlying financial instrument and sold it after the decline.

Utilization of futures transactions by the Fund involves the risk of imperfect or no correlation where the
securities underlying futures contract have different maturities than the portfolio securities being hedged.
It is also possible that the Fund could both lose money on futures contracts and also experience a decline
in value of its portfolio securities. There is also the risk of loss by the Fund of margin deposits in the
event of bankruptcy of a broker with whom the Fund has an open position in a futures contract or related
option.

Options. The Fund may purchase and sell put and call options on their portfolio securities to enhance
investment performance and to protect against changes in market prices.

Covered Call Options. The Fund may write covered call options on its securities to realize a greater
current return through the receipt of premiums than it would realize on its securities alone. Such option
transactions may also be used as a limited form of hedging against a decline in the price of securities
owned by the Fund.

A call option gives the holder the right to purchase, and obligates the writer to sell, a security at the
exercise price at any time before the expiration date. A call option is “covered” if the writer, at all times
while obligated as a writer, either owns the underlying securities (or comparable securities satisfying the
cover requirements of the securities exchanges), or has the right to acquire such securities through
immediate conversion of securities.

In return for the premium received when it writes a covered call option, the Fund gives up some or all of
the opportunity to profit from an increase in the market price of the securities covering the call option
during the life of the option. The Fund retains the risk of loss should the price of such securities decline.
If the option expires unexercised, the Fund realizes a gain equal to the premium, which may be offset by a
decline in price of the underlying security. If the option is exercised, the Fund realizes a gain or loss
equal to the difference between the Fund’s cost for the underlying security and the proceeds of sale
(exercise price minus commissions) plus the amount of the premium.

The Fund may terminate a call option that it has written before it expires by entering into a closing
purchase transaction. The Fund may enter into closing purchase transactions in order to free itself to sell
the underlying security or to write another call on the security, realize a profit on a previously written call
option, or protect a security from being called in an unexpected market rise. Any profits from a closing
purchase transaction may be offset by a decline in the value of the underlying security. Conversely,
because increases in the market price of a call option will generally reflect increases in the market price of
the underlying security, any loss resulting from a closing purchase transaction is likely to be offset in
whole or in part by unrealized appreciation of the underlying security owned by the Fund.
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Covered Put Options. The Fund may write covered put options in order to enhance its current return.
Such options transactions may also be used as a limited form of hedging against an increase in the price
of securities that the Fund plans to purchase. A put option gives the holder the right to sell, and obligates
the writer to buy, a security at the exercise price at any time before the expiration date. A put option is
“covered” if the writer segregates cash and high-grade short-term debt obligations or other permissible
collateral equal to the price to be paid if the option is exercised.

In addition to the receipt of premiums and the potential gains from terminating such options in closing
purchase transactions, the Fund also receives interest on the cash and debt securities maintained to cover
the exercise price of the option. By writing a put option, the Fund assumes the risk that it may be required
to purchase the underlying security for an exercise price higher than its then current market value,
resulting in a potential capital loss unless the security later appreciates in value.

The Fund may terminate a put option that it has written before it expires by a closing purchase
transaction. Any loss from this transaction may be partially or entirely offset by the premium received on
the terminated option.

Purchasing Put and Call Options. The Fund may also purchase put options to protect portfolio
holdings against a decline in market value. This protection lasts for the life of the put option because the
Fund, as a holder of the option, may sell the underlying security at the exercise price regardless of any
decline in its market price. In order for a put option to be profitable, the market price of the underlying
security must decline sufficiently below the exercise price to cover the premium and transaction costs that
the Fund must pay. These costs will reduce any profit the Fund might have realized had it sold the
underlying security instead of buying the put option.

The Fund may purchase call options to hedge against an increase in the price of securities that the Fund
wants ultimately to buy. Such hedge protection is provided during the life of the call option since the
Fund, as holder of the call option, is able to buy the underlying security at the exercise price regardless of
any increase in the underlying security’s market price. In order for a call option to be profitable, the
market price of the underlying security must rise sufficiently above the exercise price to cover the
premium and transaction costs. These costs will reduce any profit the Fund might have realized had it
bought the underlying security at the time it purchased the call option.

The Fund may also purchase put and call options to attempt to enhance its current return.

Options on Foreign Securities. The Fund may purchase and sell options on foreign securities if the
Advisor believes that the investment characteristics of such options, including the risks of investing in
such options, are consistent with the Fund’s investment objectives. It is expected that risks related to such
options will not differ materially from risks related to options on U.S. securities. However, position
limits and other rules of foreign exchanges may differ from those in the United States. In addition,
options markets in some countries, many of which are relatively new, may be less liquid than comparable
markets in the United States.

Risks Involved in the Sale of Options. Options transactions involve certain risks, including the risks
that the Advisor will not forecast interest rate or market movements correctly, that the Fund may be
unable at times to close out such positions, or that hedging transactions may not accomplish their purpose
because of imperfect market correlations. The successful use of these strategies depends on the ability of
the Advisor to forecast market and interest rate movements correctly.

An exchange-listed option may be closed out only on an exchange which provides a secondary market for
an option of the same series. There is no assurance that a liquid secondary market on an exchange will
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exist for any particular option or at any particular time. If no secondary market were to exist, it would be
impossible to enter into a closing transaction to close out an option position. As a result, the Fund may be
forced to continue to hold, or to purchase at a fixed price, a security on which it has sold an option at a
time when the Advisor believes it is inadvisable to do so.

Higher than anticipated trading activity or order flow or other unforeseen events might cause The Options
Clearing Corporation or an exchange to institute special trading procedures or restrictions that might
restrict the Fund’s use of options. The exchanges have established limitations on the maximum number
of calls and puts of each class that may be held or written by an investor or group of investors acting in
concert. It is possible that the Trust and other clients of the Advisor may be considered such a group.
These position limits may restrict the Fund’s ability to purchase or sell options on particular securities.

Options which are not traded on national securities exchanges may be closed out only with the other party
to the option transaction. For that reason, it may be more difficult to close out unlisted options than listed
options. Furthermore, unlisted options are not subject to the protection afforded purchasers of listed
options by The Options Clearing Corporation.

Government regulations, particularly the requirements for qualification as a “regulated investment
company” under the Internal Revenue Code, may also restrict the Fund’s use of options.

Special Expiration Price Options. The Fund may purchase over-the-counter (“OTC”) puts and calls
with respect to specified securities (“special expiration price options”) pursuant to which the Fund in
effect may create a custom index relating to a particular industry or sector that the Advisor believes will
increase or decrease in value generally as a group. In exchange for a premium, the counterparty, whose
performance is guaranteed by a broker-dealer, agrees to purchase (or sell) a specified number of shares of
a particular stock at a specified price and further agrees to cancel the option at a specified price that
decreases straight line over the term of the option. Thus, the value of the special expiration price option is
comprised of the market value of the applicable underlying security relative to the option exercise price
and the value of the remaining premium. However, if the value of the underlying security increases (or
decreases) by a pre-negotiated amount, the special expiration price option is canceled and becomes
worthless. A portion of the dividends during the term of the option are applied to reduce the exercise
price if the options are exercised. Brokerage commissions and other transaction costs will reduce the
Fund’s profits if the special expiration price options are exercised. The Fund will not purchase special
expiration price options with respect to more than 25% of the value of its net assets, and will limit
premiums paid for such options in accordance with state securities laws.

INVESTMENT RESTRICTIONS

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

As a matter of fundamental policy, the Fund may not:
1. Borrow money or issue senior securities, except through reverse repurchase agreements or

otherwise as permitted under the 1940 Act, as interpreted, modified or otherwise permitted by
regulatory authority. Generally, issuing senior securities is prohibited under the 1940 Act;
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however, certain exceptions apply such as in the case of reverse repurchase agreements,
borrowing, and certain other leveraging transactions. For purposes of this limitation, entering
into repurchase agreements, lending securities and acquiring any debt security are not deemed to
be the making of loans;

2. Act as underwriter (except to the extent the Fund may be deemed to be an underwriter in
connection with the sale of securities in its investment portfolio);

3. Invest 25% or more of its net assets, calculated at the time of purchase and taken at market value,
in securities of issuers in any one industry or groups of industries (other than U.S. government
securities);

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

5. Purchase or sell physical commodities, unless acquired as a result of ownership of securities or
other instruments. This limitation shall not prevent the Fund from purchasing, selling, or entering
into futures contracts, or acquiring securities or other instruments and options thereon backed by,
or related to, physical commodities; or

6. Make loans (except purchases of debt securities consistent with the investment policies of the
Fund). For purposes of this limitation, entering into repurchase agreements, lending securities
and acquiring any debt security are not deemed to be the making of loans.

Except with respect to borrowing, if a percentage or rating restriction on investment or use of assets set
forth herein or in the Prospectus is adhered to at the time a transaction is effected, later changes in the
percentage or rating resulting from any cause other than actions by the Fund will not be considered a
violation of the Fund’s investment restrictions. If the value of the Fund’s holdings of illiquid securities at
any time exceeds the percentage limitation applicable due to subsequent fluctuations in value or other
reasons, the Board will consider what actions, if any, are appropriate to maintain adequate liquidity.

The following is a list of non-fundamental investment restrictions applicable to the Fund. These
restrictions can be changed by the Board, but the change will only be effective after notice is given to
shareholders of the Fund.

1. The Fund may not, with respect to fundamental investment restriction 1 above, purchase portfolio
securities while outstanding borrowings exceed 5% of its assets.

2. The Fund may not mortgage, pledge or hypothecate any of its assets except in connection with
any such borrowings and only with respect to 33 1/3% of its assets.

PORTFOLIO TURNOVER

Although the Fund generally will not invest for short-term trading purposes, portfolio securities may be
sold without regard to the length of time they have been held when, in the opinion of the Advisor,
investment considerations warrant such action. Portfolio turnover rate is calculated by dividing (1) the
lesser of purchases or sales of portfolio securities for a fiscal year by (2) the monthly average of the value
of portfolio securities owned during such fiscal year. A 100% turnover rate would occur if all the
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securities in the Fund’s portfolio, with the exception of securities whose maturities at the time of
acquisition were one year or less, were sold and either repurchased or replaced within one year. A high
rate of portfolio turnover (100% or more) generally leads to higher transaction costs and may result in a
greater number of taxable transactions. (See “Execution of Portfolio Transactions”.) The Advisor does
not expect the Fund to have a high portfolio turnover rate.

PORTFOLIO HOLDINGS INFORMATION

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

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

Disclosure of the Fund’s complete holdings is required to be made quarterly within 60 days of the end of
each period covered by the Annual Report and Semi-Annual Report to Fund shareholders and in the
quarterly holdings report on Form N-Q. These reports are available, free of charge, on the EDGAR
database on the SEC’s website at www.sec.gov. The Fund discloses its quarter-end portfolio holdings on
its website at www.akrefund.com within 60 business days after the quarter-end. The quarter-end portfolio
holdings for the Fund will remain posted on the website until the following quarter-end portfolio holdings
are posted. Portfolio holdings information posted on the Fund’s website may be separately provided to
any person, commencing on the day after it is first published on the Fund’s website. In addition, the Fund
may provide its complete portfolio holdings at the same time that it is filed with the SEC.

In the event of a conflict between the interests of the Fund and the interests of Advisor or an affiliated
person of the Advisor, the CCO of the Advisor, in consultation with the Trust’s CCO, shall make a
determination in the best interests of the Fund, and shall report such determination to the Board at the end
of the quarter in which such determination was made. Any employee of the Advisor who suspects a
breach of this obligation must report the matter immediately to the Advisor’s CCO or to his or her
supervisor.
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In addition, material non-public holdings information may be provided without lag as part of the normal
investment activities of the Fund to each of the following entities, which, by explicit agreement or by
virtue of their respective duties to the Fund, are required to maintain the confidentiality of the information
disclosed, including a duty not to trade on non-public information: the fund administrator, fund
accountant, custodian, transfer agent, auditors, counsel to the Advisor and the Fund or the Board, broker-
dealers (in connection with the purchase or sale of securities or requests for price quotations or bids on
one or more securities) and regulatory authorities. Portfolio holdings information not publicly available
with the SEC or through the Fund’s website may only be provided to additional third parties, including
mutual fund ratings or statistical agencies, in accordance with the Disclosure Policies, when the Fund has
a legitimate business purpose and the third party recipient is subject to a confidentiality agreement that
includes a duty not to trade on non-public information.

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

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

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

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

Number of
Portfolios
in Fund
Complex®
Positions Term of Office Overseen Other
Name, Address with and Length of Principal Occupation by Directorships
and Age the Trust® Time Served During Past Five Years Trustees Held
Independent Trustees of the Trust
Dorothy A. Berry Chairman Indefinite Term; President, Talon 1 Trustee,
(born 1943) and Trustee  Since May 1991. Industries, Inc. Allegiant
2020 E. Financial Way (administrative, Funds.
Suite 100 management and
Glendora, CA 91741 business consulting);
formerly, Executive Vice
President and Chief
Operating Officer,
Integrated Asset
Management
(investment advisor and
manager) and formerly,
President, Value Line,
Inc. (investment
advisory and financial
publishing firm).
Wallace L. Cook Trustee Indefinite Term; Investment Consultant; 1 The Dana
(born 1939) Since May 1991.  formerly, Chief Foundation;
2020 E. Financial Way Executive Officer, The
Suite 100 Rockefeller Trust Co., University of
Glendora, CA 91741 (prior thereto Senior Virginia Law
Vice President), and School
Managing Director, Foundation.

Rockefeller & Co.
(Investment Manager
and Financial Advisor);
formerly, Senior Vice
President, Norton Simon,
Inc.
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Number of

Portfolios
in Fund
Complex®
Positions Term of Office Overseen Other
Name, Address with and Length of Principal Occupation by Directorships
and Age the Trust? Time Served During Past Five Years Trustees Held
Carl A. Froebel Trustee Indefinite Term; Owner, Golf Adventures, 1 None.
(born 1938) Since May 1991. LLC, (Vacation
2020 E. Financial Way Services); formerly
Suite 100 President and Founder,
Glendora, CA 91741 National Investor Data
Services, Inc.
(investment related
computer software).
Steven J. Paggioli Trustee Indefinite Term; Consultant, since July 1 Independent
(born 1950) Since May 1991.  2001; formerly, Trustee, The
2020 E. Financial Way Executive Vice Managers
Suite 100 President, Investment Funds,
Glendora, CA 91741 Company Managers
Administration, LLC AMG Funds;
(“ICA”) (mutual fund Advisory
administrator). Board
Member,
Sustainable
Growth
Advisers, LP;
Independent
Director,
Chase
Investment
Counsel.
Officers of the Trust
Robert M. Slotky President Indefinite Term;  Senior Vice President, Not Not
(born 1947) Since August U.S. Bancorp Fund Applicable.  Applicable.
2020 E. Financial Way 2002. Services, LLC, since
Suite 100 Chief July 2001.
Glendora, CA 91741 Compliance  Indefinite Term;
Officer Since September
2004
Anti-Money  Indefinite Term;
Laundering  Since December
Officer 2005.
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Number of

Portfolios
in Fund
Complex®
Positions Term of Office Overseen Other
Name, Address with and Length of Principal Occupation by Directorships
and Age the Trust? Time Served During Past Five Years Trustees Held
Eric W. Falkeis Treasurer Indefinite Term;  Senior Vice President, Not Not
(born 1973) Since August USBFS since September ~ Applicable.  Applicable.

615 East Michigan St. 2002. 2007; Chief Financial
Milwaukee, W1 53202 Officer, U.S. Bancorp

Fund Services, LLC,

since April 2006; Vice

President, U.S. Bancorp

Fund Services, LLC

since 1997; formerly,

Chief Financial Officer,

Quasar Distributors,

LLC. (2000-2003).
Elaine E. Richards Secretary Indefinite Term;  Vice President and Legal Not Not

(born 1968) Since February Compliance Officer, Applicable.  Applicable.

2020 E. Financial Way 2008. U.S. Bancorp Fund
Suite 100 Services, LLC, since
Glendora, CA 91741 July 2007; formerly,

Vice President and
Senior Counsel, Wells
Fargo Funds
Management, LLC
(2004-2007); formerly,
Vice President and Legal
Compliance Officer,
U.S. Bancorp Fund
Services, LLC (1998-
2004).

W All Trustees of the Trust are not “interested persons” of the Trust as defined under the 1940 Act (“Independent Trustees”).

@ The Trust is comprised of numerous series managed by unaffiliated investment advisers. The term “Fund Complex” applies
to the Fund. The Fund does not hold itself out as related to any other series within the Trust for purposes of investment and
investor services, nor does it share the same investment advisor with any other series.

Trust Committees

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

The Nominating Committee, comprised of all the Independent Trustees, is responsible for seeking and
reviewing candidates for consideration as nominees for Trustees and meets only as necessary. The
Nominating Committee will consider nominees nominated by shareholders. Recommendations by
shareholders for consideration by the Nominating Committee should be sent to the President of the Trust
in writing together with the appropriate biographical information concerning each such proposed
Nominee, and such recommendation must comply with the notice provisions set forth in the Trust By-
Laws. In general, to comply with such procedures, such nominations, together with all required
biographical information, must be delivered to and received by the President of the Trust at the principal
executive offices of the Trust not later than 60 days prior to the shareholder meeting at which any such
nominee would be voted on.
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The Audit Committee is comprised of all of the Independent Trustees. The Audit Committee generally
meets on a quarterly basis with respect to the various series of the Trust, and may meet more frequently.
The function of the Audit Committee, with respect to each series of the Trust, is to review the scope and
results of the audit of such series’ financial statements and any matters bearing on the audit or the
financial statements, and to ensure the integrity of the series’ pricing and financial reporting.

The function of the QLCC is to receive reports from an attorney retained by the Trust of evidence of a
material violation by the Trust or by any officer, director, employee or agent of the Trust.

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

Trustee Ownership of Fund Shares and Other Interests

The following table shows the amount of shares in the Fund and the amount of shares in other portfolios
of the Trust owned by the Trustees as of the calendar year ended December 31, 2008.

Aggregate Dollar
Dollar Range of Range of Fund Shares
Name Fund Shares in the Trust
Dorothy A. Berry None $10,001 - $50,000
Wallace L. Cook None $10,001 - $50,000
Carl A. Froebel None $10,001 - $50,000
Steven J. Paggioli None $50,001-$100,000

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

Compensation

Independent Trustees each will receive an annual retainer of $40,000 allocated among each of the various
portfolios comprising the Trust. The Chairman of the Board will receive an additional annual retainer of
$8,000 also allocated among each of the various portfolios comprising the Trust. Independent Trustees
will receive additional fees from applicable portfolios for any special meetings at rates assessed by the
Trustees depending on the length of the meeting and whether in-person attendance is required.
Independent Trustees will also be reimbursed for expenses in connection with each Board meeting
attended. These reimbursements will be allocated among applicable portfolios of the Trust. The Trust
has no pension or retirement plan. No other entity affiliated with the Trust pays any compensation to the
Trustees. Because the Fund has recently commenced operations the following figures represent estimates
for the current fiscal period ending July 31, 2010.
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Total

Pension or Compensation

Aggregate Retirement Estimated from Fund and
Compensation  Benefits Accrued  Annual Benefits Fund

From the as Part of Fund Upon Complex® Paid

Name of Person/Position Fund Expenses Retirement to Trustees

Dorothy A. Berry, Trustee $2,200 None None $2,200
Wallace L. Cook, Trustee $1,900 None None $1,900
Carl A. Froebel, Trustee $1,900 None None $1,900
Steve J. Paggioli, Trustee $1,900 None None $1,900

@ There are currently numerous unaffiliated portfolios comprising the Trust. The term “Fund Complex” applies only to the
Fund. For the fiscal period ending July 31, 2010, Trustees’ fees and expenses in the amount of $168,000 are estimated to
be incurred by the Trust.

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

PROXY VOTING POLICIES AND PROCEDURES

The Board has adopted Proxy Voting Policies and Procedures (“Proxy Policies”) on behalf of the Trust
which delegate the responsibility for voting proxies to the Advisor, subject to the Board’s continuing
oversight. The Proxy Policies require that the Advisor vote proxies received in a manner consistent with
the best interests of the Fund and its shareholders. The Proxy Policies also require the Advisor to present
to the Board, at least annually, the Advisor’s Proxy Policies and a record of each proxy voted by the
Advisor on behalf of the Fund, including a report on the resolution of all proxies identified by the Advisor
as involving a conflict of interest.

The Advisor has adopted Proxy Voting Policies that underscore the Advisor’s concern that all proxies
voting decisions be made in the best interest of the Fund’s shareholders. A copy of the Advisor’s Proxy
Voting Policies are attached as Appendix B.

The Trust is required to file a Form N-PX, with the Fund’s complete proxy voting record for the
12 months ended June 30, no later than August 31 of each year. Form N-PX for the Fund will be
available without charge, upon request, by calling toll-free (888) 688-1299 and on the SEC’s website at

WWW.SEC.QOV..

Control Persons, Principal Shareholders and Management Ownership
A principal shareholder is any person who owns of record or beneficially owns 5% or more of the

outstanding shares of the Fund. A control person is any person who owns beneficially or through
controlled companies more than 25% of the voting securities of the Fund or acknowledges the existence
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of control. Because the Fund is new, as of the date of this SAI, Mr. Akre was the sole shareholder and
control person of the Fund, and the Trustees and Officers of the Trust as a group did not own any of the
outstanding shares of the Fund. Furthermore, neither the Trustees, nor members of their immediate
family, own securities beneficially or of record in the Advisor, the Fund’s principal underwriter, or any of
their affiliates. Accordingly, neither the Trustees, nor members of their immediate family, have an direct
or indirect interest, the value of which exceeds $120,000, in the Advisor, the Fund’s principal underwriter
or any of their affiliates.

THE FUND’S INVESTMENT ADVISOR

As stated in the Prospectus, investment advisory services are provided to the Fund by Akre Capital
Management, LLC, the Advisor, pursuant to an Investment Advisory Agreement (the “Advisory
Agreement”). Charles T. Akre, Jr., the portfolio manager of the Fund, owns a majority of the Advisor’s
voting securities.

After its initial two year term, the Advisory Agreement will continue in effect from year to year only if
such continuance is specifically approved at least annually by the Board or by vote of a majority of the
Fund’s outstanding voting securities and by a majority of the Independent Trustees, who are not parties to
the Advisory Agreement or interested persons of any such party, in each case cast in person at a meeting
called for the purpose of voting on the Advisory Agreement. The Advisory Agreement is terminable
without penalty by the Trust on behalf of the Fund on not more than 60 days’, nor less than 30 days’,
written notice to the Advisor when authorized either by a majority vote of the Fund’s shareholders or by a
vote of a majority of the Trustees, or by the Advisor on not more than 60 days’, nor less than 30 days’,
written notice to the Trust, and will automatically terminate in the event of its “assignment” (as defined in
the 1940 Act). The Advisory Agreement provides that the Advisor shall not be liable under such
agreement for any error of judgment or mistake of law or for any loss arising out of any investment or for
any act or omission in the execution of portfolio transactions for the Fund, except for willful misfeasance,
bad faith or gross negligence in the performance of its duties, or by reason of reckless disregard of its
obligations and duties thereunder.

In consideration of the services provided by the Advisor pursuant to the Advisory Agreement, the
Advisor is entitled to receive from the Fund an investment advisory fee computed daily and paid monthly,
based on a rate equal to 0.90% of the Fund’s average daily net assets as specified in the Fund’s
Prospectus. However, the Advisor may voluntarily agree to reduce a portion of the fees payable to it on a
month-to-month basis.

In approving the Advisory Agreement on behalf of the Fund at a meeting of the Board of Trustees in
August 2009, the Board, including the Independent Trustees, considered, among other things: (a) the
nature and quality of the services provided by the Advisor to the Fund; (b) the appropriateness of the fees
paid by the Fund to the Advisor; (c) the level of Fund expenses; (d) the reasonableness of the potential
profitability of the Advisory Agreement to the Advisor; and (e) the nature of the Fund’s investments.

The Fund is responsible for its own operating expenses. The Advisor has contractually agreed to reduce
fees and/or pay Fund expenses (excluding Acquired Fund Fees and Expense, interest, tax, and
extraordinary expenses) in order to the limit Net Expenses for shares of the Fund to 1.49% and 1.24% for
the Retail Class and Institutional Class, respectively (the “Expense Caps”). The Expense Caps will
remain in effect for through November 30, 2010 as shown in the Example contained in the Prospectus and
may continue thereafter for an indefinite period, as determined by the Board. The Advisor is permitted to
be reimbursed for fee reductions and/or expense payments made in the prior three fiscal years. Any such
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reimbursement is subject to the Board’s review and approval. This reimbursement may be requested by
the Advisor if the aggregate amount actually paid by the Fund toward operating expenses for such fiscal
year (taking into account the reimbursement) does not exceed the Expense Caps.

Portfolio Managers.

Charles T. Akre, Jr. serves as the portfolio manager for the Fund and is primarily responsible for the
day-to-day management of the Fund. The following table provides information regarding other accounts
managed by the Portfolio Manager as of the date of this SAI.

Number of
Accounts for Assets in
which Accounts for
Total Assets in Advisory Fee is  which Advisory
Category of Total Number of Accounts Managed Based on Fee is Based on
Account Accounts Managed (in millions) Performance Performance
Other Registered
Investment 0 $0 N/A N/A
Companies
Other Pooled
Investment Vehicles 2 $202 2 $202
Other Accounts 81 $146 N/A N/A

The compensation package for Mr. Akre is comprised of a base salary, bonus, profits of business, and
performance based fees on some of the hedge funds and other accounts he manages.

As indicated in the table above, the Portfolio Manager manages numerous accounts for multiple clients.
These accounts include other types of pooled accounts (e.g., collective investment funds), and separate
accounts (i.e., accounts managed on behalf of individuals or public or private institutions). The Advisor
make investment decisions for each account based on the investment objectives and policies and other
relevant investment considerations applicable to that portfolio. Even where multiple accounts are
managed by the Advisor with a similar investment discipline, the Advisor may take action with respect to
one account that may differ from the timing or nature of action taken, with respect to another account.
Accordingly, the performance of each account managed by the Portfolio Manager will vary.

Conflicts of interest also may arise where some accounts managed by the Portfolio Manager have higher
fees than the fees paid by other accounts. Because the Portfolio Manager’s compensation may be affected
by revenues earned by the Advisor, the incentives associated with any given account may be significantly
higher or lower than those associated with other accounts.

Because the Advisor performs investment management services for various clients, certain conflicts of
interest could arise. The Advisor may give advice and take action with respect to its other clients and/or
funds that may differ from advice given or the timing or nature of action taken with respect to the Fund.
The Advisor will have no obligation to purchase or sell for the Fund, or to recommend for purchase or
sale by the Fund, any security that the Advisor, its principals, its affiliates, or its employees may purchase
for themselves or for other clients and/or funds at the same time or the same price. Where the Advisor
buys or sells the same security for two or more clients, it may place concurrent orders with a single
broker, to be executed together as a single “block” in order to facilitate orderly and efficient execution.
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The Advisor has adopted and implemented policies and procedures, including brokerage and trade
allocation policies and procedures, which it believes address the conflicts associated with managing
multiple accounts for multiple clients. In addition, the Advisor monitors a variety of areas, including
compliance with account investment guidelines and/or restrictions, the allocation of initial public
offerings, and compliance with the Advisor’s Code of Ethics and compliance program under the 1940 Act
and Investment Advisers Act of 1940.

As of the date of this SAI, Mr. Akre owned 100% of the Fund’s outstanding shares, owning between $1
and $10,000 worth of shares.

SERVICE PROVIDERS

Administrator, Transfer Agent and Fund Accountant

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

Pursuant to the Administration Agreement, as compensation for its services, USBFS will receive from the
Fund, a fee based on the Fund’s current average daily net assets of: 0.07% on the first $300 million,
0.05% on the next $500 million and 0.03% on the remaining assets. USBFS also is entitled to certain out-
of-pocket expenses. USBFS also acts as fund accountant, transfer agent and dividend disbursing agent
under separate agreements. Additionally, USBFS provides Chief Compliance Officer services to the
Trust under a separate agreement. The cost for the Chief Compliance Officer services is allocated to the
series of the Trust by the Board of Trustees.

Custodian

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

Tait, Weller & Baker LLP, 1818 Market Street, Suite 2400, Philadelphia, Pennsylvania 19103, is the
independent registered public accounting firm for the Fund.

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

EXECUTION OF PORTFOLIO TRANSACTIONS

Pursuant to the Advisory Agreement, the Advisor determines which securities are to be purchased and
sold by the Fund and which broker-dealers are eligible to execute the Fund’s portfolio transactions.
Purchases and sales of securities in the OTC market will generally be executed directly with a “market-
maker” unless, in the opinion of the Advisor, a better price and execution can otherwise be obtained by
using a broker for the transaction.

Purchases of portfolio securities for the Fund also may be made directly from issuers or from
underwriters. Where possible, purchase and sale transactions will be effected through dealers (including
banks) that specialize in the types of securities that the Fund will be holding, unless better executions are
available elsewhere. Dealers and underwriters usually act as principal for their own accounts. Purchases
from underwriters will include a concession paid by the issuer to the underwriter and purchases from
dealers will include the spread between the bid and the asked price. If the execution and price offered by
more than one dealer or underwriter are comparable, the order may be allocated to a dealer or underwriter
that has provided research or other services as discussed below.

In placing portfolio transactions, the Advisor will use its reasonable efforts to choose broker-dealers
capable of providing the services necessary to obtain the most favorable price and execution available.
The full range and quality of services available will be considered in making these determinations, such
as the size of the order, the difficulty of execution, the operational facilities of the firm involved, the
firm’s risk in positioning a block of securities, and other factors. In those instances where it is reasonably
determined that more than one broker-dealer can offer the services needed to obtain the most favorable
price and execution available, consideration may be given to those broker-dealers that furnish or supply
research and statistical information to the Advisor, to the extent the Advisor may lawfully and
appropriately use such research and information in its investment advisory capacity, as well as provide
other services in addition to execution services. The Advisor 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, to
be useful in varying degrees, but of indeterminable value. Portfolio transactions may be placed with
broker-dealers that sell shares of the Fund subject to rules adopted by the Financial Industry Regulatory
Association and the SEC.

While it is the Fund’s general policy to first seek to obtain the most favorable price and execution
available in selecting a broker-dealer to execute portfolio transactions for the Fund, weight is also given
to the ability of a broker-dealer to furnish brokerage and research services (as defined by Section 28(e)
under the Exchange Act) to the Fund or to the Advisor, even if the specific services are not directly useful
to the Fund and may be useful to the Advisor in advising other clients. In negotiating commissions with a
broker or evaluating the spread to be paid to a dealer, 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 or spread has been determined in good faith by the Advisor
to be reasonable in relation to the value of the brokerage and/or research services provided by such
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broker-dealer. The standard of reasonableness is to be measured in light of the Advisor’s overall
responsibilities to the Fund. The Advisor will not receive hard dollar credits or, if the Advisor does, the
amount of such credits will be immaterial.

Investment decisions for the Fund are made independently from those of other client accounts or mutual
funds (“Other Accounts”) managed or advised by the Advisor. Nevertheless, it is possible that at times
identical securities will be acceptable for both the Fund and one or more of such other accounts. In such
event, the position of the Fund and such other accounts in the same issuer may vary and the length of time
that each may choose to hold its investment in the same issuer may likewise vary. However, to the extent
any of such other accounts seeks to acquire the same security as the Fund at the same time, the Fund may
not be able to acquire as large a portion of such security as it desires, or it may have to pay a higher price
or obtain a lower yield for such security. Similarly, the Fund may not be able to obtain as high a price
for, or as large an execution of, an order to sell any particular security at the same time. If one or more of
such other accounts simultaneously purchases or sells the same security that the Fund is purchasing or
selling, each day’s transactions in such security will be allocated between the Fund and all such other
accounts in a manner deemed equitable by the Advisor, taking into account the respective sizes of the
accounts and the amount being purchased or sold. It is recognized that in some cases this system could
have a detrimental effect on the price or value of the security insofar as the Fund is concerned. In other
cases, however, it is believed that the ability of the Fund to participate in volume transactions may
produce better executions for the Fund.

The Fund does not effect securities transactions through brokers in accordance with any formula, nor does
it effect securities transactions through brokers for selling shares of the Fund. However, as stated above,
broker-dealers who execute brokerage transactions may effect purchase of shares of the Fund for their
customers.

CAPITAL STOCK

Shares issued by the Fund have no preemptive, conversion, or subscription rights. Shares issued and sold
by the Fund are deemed to be validly issued, fully paid and non-assessable by the Trust. Shareholders
have equal and exclusive rights as to dividends and distributions as declared by the Fund and to the net
assets of the Fund upon liquidation or dissolution. The Fund, as a separate series of the Trust, votes
separately on matters affecting only the Fund (e.g., approval of the Advisory Agreement); all series of the
Trust vote as a single class on matters affecting all series jointly or the Trust as a whole (e.g., election or
removal of Trustees). Voting rights are not cumulative, so that the holders of more than 50% of the
shares voting in any election of Trustees can, if they so choose, elect all of the Trustees. While the Trust
is not required and does not intend to hold annual meetings of shareholders, such meetings may be called
by the Board in its discretion, or upon demand by the holders of 10% or more of the outstanding shares of
the Trust, for the purpose of electing or removing Trustees.

DETERMINATION OF SHARE PRICE

As noted in the Prospectus, the net asset value of shares of the Fund will be determined once daily as of
the close of public trading on the New York Stock Exchange (“NYSE”) (normally 4:00 p.m. Eastern
time) on each day that the NYSE is open for trading. It is expected that the Exchange will be closed on
Saturdays and Sundays and on New Year’s Day, Martin Luther King Jr. Day, Presidents’ Day, Good
Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Christmas. The Fund does
not expect to determine the net asset value of shares on any day when the Exchange is not open for
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trading even if there is sufficient trading in its portfolio securities on such days to materially affect the net
asset value per share.

To the extent the Fund’s portfolio investments trade in markets on days when the Fund is not open for
business, the Fund’s assets may vary on those days. In addition, trading in certain portfolio investments
may not occur on days the Fund is open for business. If the exchange or market on which the Fund’s
underlying investments are primarily traded closes early, the NAV may be calculated prior to its normal
calculation time. For example, the primary trading markets for the Fund may close early on the day
before certain holidays and the day after Thanksgiving.

In valuing the Fund’s assets for calculating net asset value, readily marketable portfolio securities listed
on a national securities exchange are valued at the last sale price on the business day as of which such
value is being determined. If there has been no sale on such exchange on such day, the security is valued
at the mean between the bid and asked prices on such day. Securities primarily traded in the Nasdaq
National Market System (“NASDAQ”) for which market quotations are readily available shall be valued
using the Nasdaq Official Closing Price (“NOCP”). If the NOCP is not available, such securities shall be
valued at the last sale price on the day of valuation, or if there has been no sale on such day, at the mean
between the bid and asked prices. Readily marketable securities traded only in the OTC market and not
on NASDAQ are valued at the most recent trade price. All other assets of the Fund are valued in such
manner as the Board in good faith deems appropriate to reflect their fair value.

The Fund values securities for which market quotations are readily available at current market value other
than certain short-term securities, which are valued at amortized cost. Exchange-traded securities for
which market quotations are readily available are valued using the last reported sales price provided by
independent pricing services as of the close of trading on the NYSE (normally 4:00 p.m. Eastern time) on
each Fund business day. In the absence of sales, such securities are valued at the mean of the last bid and
ask price. Non-exchange-traded securities for which quotations are readily available are generally valued
at the mean between the current bid and asked price. Fixed income securities may be valued at prices
supplied by the Fund’s pricing agent based on broker or dealer supplied valuations or matrix pricing, a
method of valuing securities by reference to the value of other securities with similar characteristics, such
as rating, interest rate and maturity. Investments in other open-end regulated investment companies are
valued at their NAV. If the Fund invests in securities that trade on foreign securities markets on days
other than the Fund business day, the value of the Fund’s portfolio may change on days that shareholders
will not be able to purchase or redeem Fund Shares.

Trading in foreign securities markets is normally completed well before the close of the NYSE. In
addition, foreign securities trading may not take place on all days on which the NYSE is open for trading,
and may occur in certain foreign markets on days on which the Fund’s net asset value is not calculated.
Events affecting the values of portfolio securities that occur between the time their prices are determined
and the close of the NYSE will not be reflected in the calculation of net asset value unless the Board
deems that the particular event would affect net asset value, in which case an adjustment will be made in
such manner as the Board in good faith deems appropriate to determine fair market value. Assets or
liabilities expressed in foreign currencies are translated, in determining net asset value, into U.S. dollars
based on the spot exchange rates, or at such other rates as the Advisor, pursuant to fair value procedures
adopted by the Board, may determine to be appropriate.
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ADDITIONAL PURCHASE AND REDEMPTION INFORMATION

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

How to Buy Shares

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

The public offering price of the Fund’s shares is the NAV. Shares are purchased at the public offering
price next determined after the transfer agent receives your order in proper form, as discussed in the
Fund’s Prospectus. In order to receive that day’s public offering price, the transfer agent must receive
your order in proper form before the close of regular trading on the NYSE, generally 4:00 p.m., Eastern
time.

The Trust reserves the right in its sole discretion (i) to suspend the continued offering of the Fund’s
shares, (ii) to reject purchase orders in whole or in part when in the judgment of the Advisor or the
distributor such rejection is in the best interest of the Fund, and (iii) to reduce or waive the minimum for
initial and subsequent investments for certain fiduciary accounts or under circumstances where certain
economies can be achieved in sales of the Fund’s shares.

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

Automatic Investment Plan

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

How to Sell Shares and Delivery of Redemption Proceeds

You can sell your Fund shares any day the NYSE is open for regular trading, either directly to the Fund or
through your Financial Intermediary.

Payments to shareholders for shares of the Fund redeemed directly from the Fund will be made as

promptly as possible, but no later than seven days after receipt by the Fund’s transfer agent of the written
request in proper form, with the appropriate documentation as stated in the Prospectus, except that the

B-38



Fund may suspend the right of redemption or postpone the date of payment during any period when
(a) trading on the NYSE is restricted as determined by the SEC or the NYSE is closed for other than
weekends and holidays; (b) an emergency exists as determined by the SEC making disposal of portfolio
securities or valuation of net assets of the Fund not reasonably practicable; or (c) for such other period as
the SEC may permit for the protection of the Fund’s shareholders. Under unusual circumstances, the
Fund may suspend redemptions, or postpone payment for more than seven days, but only as authorized by
SEC rules.

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

Telephone Redemptions

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

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

Redemptions In-Kind

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

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

DISTRIBUTIONS AND TAX INFORMATION

Distributions.

Dividends of net investment income and distributions of net capital gains from the sale of securities are
generally made annually, as described in the Prospectus. Also, the Fund typically distributes any
undistributed net investment income on or about December 31 of each year. Any net capital gains
realized through the period ended October 31 of each year will also typically be distributed by December
31 of each year.

Each distribution by the Fund is accompanied by a brief explanation of the form and character of the
distribution. In January of each year, the Fund will issue to each shareholder a statement of the federal
income tax status of all distributions that relate to the previous year.

Tax Information.

Each series of the Trust is treated as a separate entity for federal income tax purposes. The Fund intends
to elect to qualify and to continue to qualify annually as a regulated investment company under
Subchapter M of the Internal Revenue Code of 1986, as amended (the “Code™), provided it complies with
all applicable requirements regarding the source of its income, diversification of its assets and timing and
amount of distributions. The Fund’s policy is to distribute to its shareholders all of its investment
company taxable income and any net realized capital gains for each fiscal year in a manner that complies
with the distribution requirements applicable to regulated investment companies under the Code, so that
the Fund will not be subject to any federal income or excise taxes. However, the Fund can give no
assurances that its distributions will be sufficient to eliminate all taxes. In order to avoid an excise tax,
the Fund must also distribute (or be deemed to have distributed) by December 31 of each calendar year
(1) at least 98% of its ordinary income for such year, (2) at least 98% of the excess of its realized capital
gains over its realized capital losses for the 12-month period ending on October 31 during such year and
(3) any amounts from the prior calendar year that were not distributed and on which the Fund paid no
federal income tax. If the Fund fails to qualify as a regulated investment company under Subchapter M, it
will be taxed as a corporation.

The Fund’s ordinary income generally consists of interest and dividend income, less expenses. Net
realized capital gains for a fiscal period are computed by taking into account any capital loss carry-
forward of the Fund.

Distributions of net investment income and net short-term capital gains are taxable to shareholders as
ordinary income. For non-corporate shareholders, a portion of the distributions paid by the Fund may be
qualified dividends currently eligible for taxation at long-term capital gain rates to the extent the Fund
designates the amount distributed as a qualifying dividend and certain holding period requirements are
met. In the case of corporate shareholders, a portion of the distributions may qualify for the inter-
corporate dividends-received deduction to the extent the Fund designates the amount distributed as a
qualifying dividend and certain holding period requirements are met. The aggregate amount so
designated to either non-corporate or corporate shareholders cannot, however, exceed the aggregate
amount of qualifying dividends received by the Fund for its taxable year. In view of the Fund’s
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investment policy, it is expected that dividends from domestic corporations will be part of the Fund’s
gross income and that, accordingly, part of the distributions by the Fund may be eligible for treatment as
qualified dividend income by non-corporate shareholders, or for the dividends-received deduction for
corporate shareholders. However, the portion of the Fund’s gross income attributable to qualifying
dividends is largely dependent on the Fund’s investment activities for a particular year and therefore
cannot be predicted with any certainty. The deduction may be reduced or eliminated if the Fund shares
held by an non-corporate investor are held for less than 61 days, or Fund shares held by a corporate
shareholder are treated as debt-financed or are held for less than 46 days.

Federal taxes on the Fund’s distribution of long-term capital gains are determined by how long the Fund
owned the investments that generated the gains, not how long a shareholder has owned the Fund shares,
and there is no requirement that the Fund take into consideration any tax implication when implementing
its investment strategy. Shareholders should note that the Fund may make taxable distributions of income
and capital gains even when share values have declined.

The Fund may be subject to foreign taxes and withholding on dividends and interest earned with respect
to securities of foreign corporations. Based on the principal investment strategies of the Fund, it is not
expected that the Fund will be eligible to pass through to shareholders any credits or deductions with
respect to such foreign taxes.

Under the Code, the Fund will be required to report to the Internal Revenue Service (“IRS”) all
distributions of ordinary income and capital gains as well as gross proceeds from the redemption or
exchange of Fund shares, except in the case of exempt shareholders, which includes most corporations.
Pursuant to the backup withholding provisions of the Code, distributions of any taxable income and
capital gains and proceeds from the redemption of Fund shares may be subject to withholding of federal
income tax in the case of non-exempt shareholders who fail to furnish the Fund with their taxpayer
identification numbers and with required certifications regarding their status under the federal income tax
law. If the withholding provisions are applicable, any such distributions and proceeds, whether taken in
cash or reinvested in additional shares, will be reduced by the amounts required to be withheld.
Corporate and other exempt shareholders should provide the Fund with their taxpayer identification
numbers or certify their exempt status in order to avoid possible erroneous application of backup
withholding. The Fund reserves the right to refuse to open an account for any person failing to provide a
certified taxpayer identification number.

The Fund will not be subject to corporate income tax in the Commonwealth of Massachusetts as long as it
qualifies as a regulated investment company for federal income tax purposes. Distributions and the
transactions referred to in the preceding paragraphs may be subject to state and local income taxes, and
the tax treatment thereof may differ from the federal income tax treatment.

The foregoing discussion of U.S. federal income tax law relates solely to the application of that law to
U.S. citizens or residents and U.S. domestic corporations, trusts and estates. Each shareholder who is not
a U.S. person should consider the U.S. and foreign tax consequences of ownership of shares of the Fund,
including the possibility that such a shareholder may be subject to a U.S. withholding tax at a rate of 30%
(or at a lower rate under an applicable income tax treaty) on amounts constituting ordinary income.

In addition, the foregoing discussion of tax law is based on existing provisions of the Code, existing and
proposed regulations thereunder, and current administrative rulings and court decisions, all of which are
subject to change. Any such changes could affect the validity of this discussion. The discussion also
represents only a general summary of tax law and practice currently applicable to the Fund and certain
shareholders therein, and, as such, is subject to change. In particular, the consequences of an investment
in shares of the Fund under the laws of any state, local or foreign taxing jurisdictions are not discussed
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herein. Each prospective investor should consult his or her own tax advisor to determine the application
of the tax law and practice in his or her own particular circumstances.

The advice herein was prepared for the Fund. Any person reviewing this discussion should seek advice
based on such person’s particular circumstances from an independent tax advisor.

THE FUND’S PRINCIPAL UNDERWRITER AND DISTRIBUTOR

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

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

Distribution Plan

The Fund has adopted a Distribution Plan (the “Plan”) pursuant to Rule 12b-1 under the 1940 Act on
behalf of the Retail Class under which the Retail Class pays the Distributor an amount which is accrued
daily and paid quarterly, at an annual rate of up to 0.25% of the average daily net assets of the Class.
Amounts paid under the Plan, by the Retail Class, are paid to the Distributor to reimburse it for costs of
the services it provides and the expenses it bears in the distribution of the Retail Class’s shares, including
overhead and telephone expenses; printing and distribution of prospectuses and reports used in connection
with the offering of the Retail Class’s shares to prospective investors; and preparation, printing and
distribution of sales literature and advertising materials. Such fee is paid to the Distributor each year only
to the extent of such costs and expenses of the Distributor under the Plan actually incurred in that year. In
addition, payments to the Distributor under the Plan reimburse the Distributor for payments it makes to
selected dealers and administrators which have entered into Service Agreements with the Distributor of
periodic fees for services provided to shareholders of the Retail Class. The services provided by selected
dealers pursuant to the Plan are primarily designed to promote the sale of shares of the Fund and include
the furnishing of office space and equipment, telephone facilities, personnel and assistance to the Fund in
servicing such shareholders. The services provided by the administrators pursuant to the Plan are
designed to provide support services to the Fund and include establishing and maintaining shareholders’
accounts and records, processing purchase and redemption transactions, answering routine client inquiries
regarding the Fund and providing other services to the Fund as may be required.

Under the Plan, the Trustees will be furnished quarterly with information detailing the amount of

expenses paid under the Plan and the purposes for which payments were made. The Plan may be
terminated at any time by vote of a majority of the Trustees of the Trust who are not interested persons.
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Continuation of the Plan is considered by such Trustees no less frequently than annually. With the
exception of the Distributor and the Advisor, in their capacities as the Fund’s principal underwriter and
distribution coordinator, respectively, no interested person has or had a direct or indirect financial interest
in the Plan or any related agreement.

While there is no assurance that the expenditures of the Fund’s assets to finance distribution of shares will
have the anticipated results, the Board believes there is a reasonable likelihood that one or more of such
benefits will result, and because the Board is in a position to monitor the distribution expenses, it is able
to determine the benefit of such expenditures in deciding whether to continue the Plan.

Shareholder Servicing Plan

Pursuant to a Shareholder Service Plan (the “Plan”) adopted by the Trust established by the Fund with
respect to each Class of the Fund, the Advisor is authorized to provide, or arrange for others to provide
personal shareholder services relating to the servicing and maintenance of shareholder accounts not
otherwise provided to the Fund (“Shareholder Servicing Activities”). Under the Plan, the Advisor may
enter into shareholder service agreements with securities broker-dealers and other securities professionals
(“Service Organizations”) who provide Shareholder Servicing Activities for their clients invested in the
Fund.

Shareholder Servicing Activities shall include one or more of the following: (1) establishing and
maintaining accounts and records relating for shareholders of the Fund; (2) aggregating and processing
orders involving the shares of the Fund; (3) processing dividend and other distribution payments from the
Fund on behalf of shareholders; (4) providing information to shareholders as to their ownership of Fund
shares or about other aspects of the operations of the Fund; (5) preparing tax reports or forms on behalf of
shareholders; (6) forwarding communications from the Fund to shareholders; (7) assisting shareholders in
changing the Fund’s records as to their addresses, dividend options, account registrations or other data;
(8) providing sub-accounting with respect to shares beneficially owned by shareholders, or the
information to the Fund necessary for sub-accounting; (9) responding to shareholder inquiries relating to
the services performed; (10) providing shareholders with a service that invests the assets of their accounts
in shares pursuant to specific or pre-authorized instructions; and (11) providing such other similar
services as the Advisor may reasonably request to the extent the Service Organization is permitted to do
so under applicable statutes, rules or regulations.

As compensation for the Shareholder Servicing Activities, each Class pays the Advisor a fee of up to
0.10% of the Class’s average daily net assets of the shares owned by investors for which the shareholder
servicing agent maintains a servicing relationship.

Any material amendment to the Plan must be approved by the Board, including a majority of the
Independent Trustees, or by a vote of a “majority” (as defined in the 1940 Act) of the outstanding voting
securities of the applicable class or classes. The Plan may be terminated, with respect to a class or classes
of the Fund, without penalty at any time: (1) by vote of a majority of the Board, including a majority of
the Independent Trustees; or (2) by a vote of a “majority” (as defined in the 1940 Act) of the outstanding
voting securities of the applicable class or classes.
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MARKETING AND SUPPORT PAYMENTS

The Advisor, out of its own resources and without additional cost to the Fund or its shareholders, may
provide additional cash payments or other compensation to certain Financial Intermediaries who sell
shares of the Fund. These payments may be divided into categories as follows:

Support Payments.

Payments may be made by the Advisor to certain Financial Intermediaries in connection with the
eligibility of the Fund to be offered in certain programs and/or in connection with meetings between the
Fund’s representatives and Financial Intermediaries and their sales representatives. Such meetings may
be held for various purposes, including providing education and training about the Fund and other general
financial topics to assist Financial Intermediaries’ sales representatives in making informed
recommendations to, and decisions on behalf of, their clients.

Entertainment, Conferences and Events.

The Advisor also may pay cash or non-cash compensation to sales representatives of financial
intermediaries in the form of (1) occasional gifts; (2) occasional meals, tickets or other entertainments;
and/or (3) sponsorship support for the financial intermediary’s client seminars and cooperative
advertising. In addition, the Advisor pays for exhibit space or sponsorships at regional or national events
of financial intermediaries.

The prospect of receiving, or the receipt of additional payments or other compensation as described above
by financial intermediaries may provide such intermediaries and/or their salespersons with an incentive to
favor sales of shares of the Fund, and other mutual funds whose affiliates make similar compensation
available, over sale of shares of mutual funds (or non-mutual fund investments) not making such
payments. You may wish to take such payment arrangements into account when considering and
evaluating any recommendations relating to the Fund shares.

As of the date of this SAI, the Advisor does not have agreements with any firms to pay such Support
Payments. Future Support Payments may be structured in three ways: (i) as a percentage of net sales; (ii)
as a percentage of net assets; and/or (iii) a flat fee.

FINANCIAL STATEMENTS

Because the Fund has recently commenced operations, there are no financial statements available at this
time. Shareholders of the Fund will be informed of the Fund’s progress through periodic reports when
those reports become available. Financial statements certified by the Fund’s independent public
accounting firm will be submitted to shareholders at least annually.
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APPENDIX A
CORPORATE BOND RATINGS*
Moody’s Investors Service, Inc.

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

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

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

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

Standard & Poor’s Ratings Group

AAA: Bonds rated AAA are highest grade debt obligations. This rating indicates an extremely
strong capacity to pay principal and interest.

AA: Bonds rated AA also qualify as high-quality debt obligations. Capacity to pay principal and
interest is very strong, and in the majority of instances they differ from AAA issues only in small degree.

A: Bonds rated A have a strong capacity to pay principal and interest, although they are more
susceptible to the adverse effects of changes in circumstances and economic conditions.

BBB: Bonds rated BBB are regarded as having an adequate capacity to pay principal and interest.
Whereas they normally exhibit adequate protection parameters, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity to pay principal and interest for bonds in
this category than for bonds in the A category.

*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.
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APPENDIX B

AKRE CAPITAL MANAGEMENT, LLC
Proxy Voting Policies and Procedures

August 6, 2003

Purpose Akre Capital Management, LLC (“Akre”) has adopted these Proxy Voting
Policies and Procedures (“Proxy Policies”) to seek to ensure that it exercises proxy voting authority on
behalf of its clients in a manner consistent with the best interests of each client and its agreement with the
client.

Scope These Proxy Policies apply where Akre has accepted the authority and
responsibility for voting proxies in respect to securities held in the accounts of its clients.

Guiding Principle Akre believes that it is in the best interests of its clients to vote proxies in the manner
that, in Akre’s judgment, is most likely to maximize total return to the client as an investor in the
securities being voted, and casting the vote accordingly.  For this reason, Akre’s evaluation of the
potential impact of a proxy vote on the economic interests of shareholders similarly situated to Akre’s
clients will be the primary factor guiding Akre’s proxy voting decisions.

Administration of Proxy Policies Akre’s Director of Client Services, oversees and administers the firm’s
proxy voting process. An outside service may be used to help ensure that client proxies are received and
voted on a timely basis. On receipt, all proxies and related materials are referred to the Portfolio
Manager. The Portfolio Manager may make the determination how to vote a proxy on the basis of the
Proxy Voting Guidelines set forth herein or, in appropriate cases, such as where the matter being voted is
particularly significant or unique or requires case-by-case analysis, in consultation with other Akre
investment personnel.

Conflicts of Interest Akre will not exercise its authority to decide how to vote a proxy for a client if Akre
has a material conflict of interest that may materially affect its judgment on a particular voting decision.
To seek to identify any such material conflicts, Director of Client Services screens all proxies and
presents any conflicts believed to be material to the Committee. The Committee is ultimately responsible
for determining whether a material conflict exists and deciding how to resolve it.

Conflicts of interest could result from a variety of circumstances, including, but not limited to, significant
personal relationships between executive officers of an issuer and Akre personnel, a current or
prospective investment adviser-client relationship between Akre and an issuer or a pension plan
sponsored by an issuer, a significant ownership interest by Akre or its personnel in an issuer and various
other business, personal or investment relationships. Generally, a current or prospective adviser-client
relationship will not be considered material for these purposes if the gross advisory revenues to Akre from
that relationship have not in the firm’s most recent fiscal year and are not expected in the current fiscal
year to exceed one percent of Akre’s annual gross advisory revenue.

In the event the Committee determines that there is a material conflict of interest that may affect a
particular proxy vote, Akre will not make the decision how to vote the proxy, unless these Proxy Policies
specify how votes generally shall be cast on that particular type of matter, i.e., that Akre generally will
vote “for” or “against” the proposal. Where the Proxy Policies provide that the voting decision will be
made on a “case-by-case” basis or do not address the proposal presented, Akre will either request voting
instructions from its client or a waiver of the conflict of interest, cast the vote in accordance with the
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recommendations of an independent proxy voting service, refrain from voting or take other appropriate
action to resolve the conflict.

When Akre May Not Vote Proxies Akre may not vote proxies respecting client securities in certain
circumstances, including, but not limited to, situations where (a) the securities are no longer held in a
client’s account; (b) the proxy and other relevant materials are not received in sufficient time to allow
appropriate analysis or an informed vote by the voting deadline; or (c) Akre concludes that the cost of
voting the proxy will exceed the expected potential benefit to the client.

Maintenance of Proxy Voting Record As required by Rule 204-2 under the Investment Advisers Act of
1940, Akre will maintain the following records relating to proxy voting for a period of at least six years:

Q) a copy of these Proxy Policies, as they may be amended from time to time;

(i) copies of proxy statements received regarding client securities, unless these materials are
available electronically through the SEC’s EDGAR system;

(i) a record of each proxy vote cast on behalf of its clients;

(iv) a copy of any internal documents created by Akre that were material to making the
decision how to vote proxies on behalf of its clients; and

(V) each written client request for information on how Akre voted proxies on behalf of the
client and each written response by Akre to oral or written client requests for this
information.

Disclosure Akre will provide all clients a summary of these Proxy Policies, either directly or by delivery
to the client of a copy of its Form ADV, Part Il containing a summary, and information how to obtain a
copy of the full text of these Proxy Policies and a record of how Akre has voted the client’s proxies.
Akre’s proxy voting record and a copy of these Proxy Policies will be provided promptly to clients on
request.
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