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GENERAL INFORMATION AND HISTORY

The Fund is a continuously offered, diversified, closed-end management investment company that is
operated as an interval fund. The Fund was organized as a Delaware statutory trust on August 16, 2018.
The Fund’s principal office is located at 8500 Normandale Lake Blvd., Suite 1900, Minneapolis, MN,
55437, and its telephone number is 1-(855)-862-6092. The investment objectives and principal
investment strategies of the Fund, as well as the principal risks associated with the Fund’s investment
strategies, are set forth in the Prospectus. Certain additional investment information is set forth below.
The Fund may issue an unlimited number of shares of beneficial interest. All shares of the Fund have
equal rights and privileges. Each share of the Fund is entitled to one vote on all matters as to which shares
are entitled to vote. In addition, each share of the Fund is entitled to participate, on a class-specific basis,
equally with other shares (i) in dividends and distributions declared by the Fund and (ii) on liquidation to
its proportionate share of the assets remaining after satisfaction of outstanding liabilities. Shares of the
Fund are fully paid and non-assessable when issued and have no pre-emptive, conversion or exchange
rights. Fractional shares have proportionately the same rights, including voting rights, as are provided for
a full share.

The Fund engages in a continuous offering of three classes of shares: Class A shares, Class C shares, and
Class I shares, each of which is sold through the Prospectus. Class C shares are not operational. Prior to
June 30, 2024, the Fund’s Class I shares were designated as “Class M” shares. Each share class
represents an interest in the same assets of the Fund, has the same rights and is identical in all material
respects except that (i) each class of shares may be subject to different (or no) sales loads; (ii) each class
of shares may bear different (or no) distribution and shareholder servicing fees; (iii) each class of shares
may have different shareholder features, such as minimum investment amounts; (iv) certain other class-
specific expenses will be borne solely by the class to which such expenses are attributable, including
transfer agent fees attributable to a specific class of shares, printing and postage expenses related to
preparing and distributing materials to current shareholders of a specific class, registration fees paid by a
specific class of shares, the expenses of administrative personnel and services required to support the
shareholders of a specific class, litigation or other legal expenses relating to a class of shares, the Fund’s
Board of Trustees’ (the “Board”) fees or expenses paid as a result of issues relating to a specific class of
shares and accounting fees and expenses relating to a specific class of shares; and (v) each class has
exclusive voting rights with respect to matters relating to its own distribution arrangements. The Board
may classify and reclassify the shares of the Fund into additional classes of shares at a future date.

Princeton Fund Advisors, LLC (the “Adviser”) serves as the Fund’s investment adviser. Ellington Global
Asset Management, LLC serves as the Fund’s investment sub-adviser (the “Sub-Adviser”).

ADDITIONAL INFORMATION ABOUT THE FUND’S INVESTMENT OBJECTIVE,
POLICIES, INVESTMENT STRATEGIES AND RISKS

Investment Objective

The Fund’s investment objective is to seek total return, including capital gains and current income.
Fundamental Policies

The Fund’s stated fundamental policies, which may only be changed by the affirmative vote of a majority
of the outstanding voting securities of the Fund (the shares), are listed below. For the purposes of this

SAI “majority of the outstanding voting securities of the Fund” means the vote, at an annual or special
meeting of shareholders, duly called, (a) of 67% or more of the shares present at such meeting, if the



holders of more than 50% of the outstanding shares are present or represented by proxy; or (b) of more
than 50% of the outstanding shares, whichever is less. The Fund may not:

1.  Borrow money, except to the extent permitted by the Investment Company Act of 1940, as
amended (the “1940 Act”) (which currently limits borrowing to no more than 33-1/3% of the value of the
Fund’s total assets, including the value of the assets purchased with the proceeds of its indebtedness, if
any).

2. Issue senior securities, except to the extent permitted by Section 18 of the 1940 Act
(which currently limits the issuance of a class of senior securities that is indebtedness to no more than 33-
1/3% of the value of the Fund’s total assets or, if the class of senior security is stock, to no more than 50%
of the value of the Fund’s total assets).

3. Purchase securities on margin, except the Fund may (a) obtain such short-term credit as
may be necessary for the clearance of purchases and sales of its portfolio securities; (b) enter into
repurchase or reverse repurchase agreements (and purchase securities using the proceeds of such
transactions) and (¢) pay or transfer margin or collateral in connection with engaging in transactions in
derivatives.

4.  Underwrite securities of other issuers, except insofar as the Fund may be deemed an
underwriter under the Securities Act of 1933, as amended (the “Securities Act”) in connection with the
disposition of its portfolio securities. The Fund may invest in restricted securities (those that must be
registered under the Securities Act before they may be offered or sold to the public).

5. Invest 25% or more of the market value of the Fund’s total assets in the securities of
companies or entities engaged in any one industry or group of industries. This limitation does not apply to
investment in the securities of the U.S. Government, its agencies or instrumentalities.

6.  Purchase or sell commodities, unless acquired as a result of ownership of securities or
other investments, except that the Fund may purchase and sell forward and futures contracts and options
to the full extent permitted under the 1940 Act, sell foreign currency contracts in accordance with any
rules of the Commodity Futures Trading Commission, invest in securities or other instruments backed by
or linked to commodities, and invest in companies that are engaged in a commodities business or have a
significant portion of their assets in commodities, and may invest in commodity pools and other entities
that purchase and sell commodities and commodity contracts.

7. Make loans to others, except (a) where each loan is represented by a note executed by the
borrower, (b) through the purchase of debt securities in accordance with its investment objectives and
policies, (c) to the extent the entry into a repurchase agreement, in a manner consistent with the Fund’s
investment policies or as otherwise permitted under the 1940 Act, is deemed to be a loan, and (d) by
loaning portfolio securities.

Other Fundamental Policies

1.  The Fund may purchase or sell real estate or interests in real estate, securities that are
secured by or represent interests in real estate (e.g. mortgage loans evidenced by notes or other writings
defined to be a type of security), mortgage-related securities or investing in companies engaged in the real
estate business or that have a significant portion of their assets in real estate (including real estate
investment trusts).

2. The Fund will make quarterly repurchase offers for no less than for 5% of the Fund’s
shares outstanding at net asset value (“NAV”) less any repurchase fee, unless suspended or postponed in
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accordance with regulatory requirements, and each repurchase pricing shall occur no later than the 14th
day after the Repurchase Request Deadline, or the next business day if the 14th is not a business day.

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

Non-Fundamental Policies. The following are additional investment limitations of the Fund and may be
changed by the Board without shareholder approval.

Covered Obligations. Consistent with SEC staff guidance, financial instruments that involve obligations
to make future payments to third parties will not be viewed as creating any senior security provided that
the Fund covers its obligations as described below. Those financial instruments can include, among
others, (i) securities purchased on a when-issued, delayed delivery, and to be announced basis, (ii) futures
contracts, (iii) forward currency contracts, (iv) written options, and (v) securities sold short.

Consistent with SEC staff guidance, the Fund will consider its obligations involving such a financial
instrument as “covered” when the Fund (1) maintains an offsetting financial position, or (2) segregates
liquid assets (constituting cash, cash equivalents or other liquid portfolio securities) equal to the Fund’s
exposures relating to the financial instrument, as determined on a daily basis. Dedicated Fund compliance
policies and procedures, which the Board has approved, govern the kinds of transactions that can be
deemed to be offsetting transactions for purposes of (1) above, and the amounts of assets that need to be
segregated for purposes of (2) above.

Generally, when the Fund has no other class of senior securities outstanding, it may enter into transactions
that may result in the creation of a senior security without covering. In such circumstances, the Fund
would treat such transactions as a class of senior securities.

If the Fund is the protection seller in a single-name credit default swap (“CDS”), to consider this position
covered, the Fund will need to segregate liquid assets in an amount equal to the full, un-netted amount of
the Fund’s contractual obligation (i.e., the notional amount). When the Fund is a protection seller on a
CDS index (such as the CDX), the Fund considers that the amount of the Fund’s obligation that requires
coverage is the Fund’s mark-to-market liability.

Short Selling. As described in the Prospectus, the Fund may engage in in short selling for hedging and
speculative purposes. Other than for hedging purposes, the Fund has no current intention to sell securities
short. However, the Fund may gain short exposure synthetically using derivative instruments.
Additional Information About Principal and Non-Principal Investment Strategies and Risks
Principal Investment Strategies and Risks

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

Real estate and real estate related-assets are subject to various risks, including:

e continued declines in the value of real estate;



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

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

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

e changes in governmental laws and regulations, fiscal policies and zoning ordinances and the
related costs of compliance with laws and regulations, fiscal policies and zoning ordinances;

e costs of remediation and liabilities associated with environmental conditions such as indoor
mold;

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

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

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

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

property.

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

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

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

On September 6, 2008, FHFA placed FNMA and FHLMC into conservatorship. As the conservator,

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



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

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

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

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

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



entities (“GSEs”) such as Fannie Mae and Freddie Mac or, in the case of Ginnie Mae, the U.S.
Government.

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

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

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

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

Many of the credit sensitive RMBS in which the Fund invests are collateralized by Alt-A and subprime
mortgage loans, which are mortgage loans that were originated using less stringent underwriting
guidelines than those used in underwriting prime mortgage loans (mortgage loans that generally conform
to Fannie Mae or Freddie Mac underwriting guidelines). These underwriting guidelines were more
permissive as to borrower credit history or credit score, borrower debt-to-income ratio, loan-to-value
ratio, and/or as to documentation (such as whether and to what extent borrower income was required to be
disclosed or verified). In addition, even when specific underwriting guidelines were represented by loan
originators as having been used in connection with the origination of mortgage loans, these guidelines
were in many cases not followed as a result of aggressive lending practices, fraud (including borrower or
appraisal fraud), or other factors. Mortgage loans that were underwritten pursuant to less stringent or
looser underwriting guidelines, or that were poorly underwritten to their stated guidelines, have
experienced, and should be expected to experience in the future, substantially higher rates of
delinquencies, defaults, and foreclosures than those experienced by mortgage loans that were
underwritten in a manner more consistent with Fannie Mae or Freddie Mac guidelines. Thus, because of
the higher delinquency rates and losses associated with Alt-A and subprime mortgage loans, the
performance of RMBS backed by Alt-A and subprime mortgage loans that the Fund may acquire could be
correspondingly adversely affected, which could adversely impact our business, financial condition and
results of operations.



The Fund depends on a variety of services provided by third-party service providers related to its credit
sensitive RMBS, European assets, and mortgage loans and loan pools. The Fund relies on the mortgage
servicers who service the mortgage loans backing its credit sensitive RMBS, its European assets, as well
as the mortgage loans and loan pools that the Fund owns directly, to, among other things, collect principal
and interest payments on the underlying mortgages and perform loss mitigation services. These mortgage
servicers and other service providers to the Fund’s credit sensitive RMBS, and European assets, such as
trustees, bond insurance providers, due diligence vendors, and custodians, may not perform in a manner
that promotes the Fund’s interests. In addition, legislation that has been enacted or that may be enacted in
order to reduce or prevent foreclosures through, among other things, loan modifications, may reduce the
value of mortgage loans backing the Fund’s credit sensitive RMBS or whole mortgage loans that it
acquires. Mortgage servicers may be incentivized by the U.S. federal, state, or local governments to
pursue such loan modifications, as well as forbearance plans and other actions intended to prevent
foreclosure, even if such loan modifications and other actions are not in the best interests of the beneficial
owners of the mortgage loans. In addition to legislation that creates financial incentives for mortgage loan
servicers to modify loans and take other actions that are intended to prevent foreclosures, legislation has
also been adopted that creates a safe harbor from liability to creditors for servicers that undertake loan
modifications and other actions that are intended to prevent foreclosures. Finally, legislation has been
adopted that delays the initiation or completion of foreclosure proceedings on specified types of
residential mortgage loans or otherwise limit the ability of mortgage servicers to take actions that may be
essential to preserve the value of the mortgage loans underlying the mortgage servicing rights. Any such
limitations are likely to cause delayed or reduced collections from mortgagors and generally increase
servicing costs. As a result of these legislative actions, the mortgage loan servicers on which the Fund
relies may not perform in its best interests or up to its expectations. If the applicable third-party service
providers, including mortgage servicers, do not perform as expected, the Fund may be materially
adversely affected.

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

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

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

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

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

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

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



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

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

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

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

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

The adverse effects of prepayments may impact the Fund in various ways. First, particular investments
may experience outright losses, as in the case of interest only strips (“I10s”) and inverse interest only strip
in an environment of faster actual or anticipated prepayments. Second, particular investments may
underperform relative to any hedges that the Sub-Adviser may have constructed for these assets, resulting
in a loss to the Fund. In particular, prepayments (at par) may limit the potential upside of many RMBS to
their principal or par amounts, whereas their corresponding hedges often have the potential for unlimited
loss. Furthermore, to the extent that faster prepayment rates are due to lower interest rates, the principal
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payments received from prepayments will tend to be reinvested in lower-yielding assets, which may
reduce the Fund’s income in the long run. Therefore, if actual prepayment rates differ from anticipated
prepayment rates, the Fund could be materially adversely affected.

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

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

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

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

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

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

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

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

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

e tenant mix;

e declines in tenant income and/or changes to tenant businesses;
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e  property management decisions;

e property location, condition, and design;

e new construction of competitive properties;

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

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

e declines in regional or local real estate values;

e declines in regional or local rental or occupancy rates;

e increases in interest rates, real estate tax rates, and other operating expenses;
e costs of remediation and liabilities associated with environmental conditions;
e the potential for uninsured or underinsured property losses;

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

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

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

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

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

The Fund’s investments in CMBS are at risk of loss. In general, losses on real estate securing a mortgage
loan included in a securitization will be borne first by the owner of the property, then by the holder of a

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

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

A portion of the Fund’s investments may be in the form of commercial and residential mortgage loans,
including subprime mortgage loans and non-performing and sub-performing mortgage loans, which are
subject to increased risks of loss. Such loans may become non-performing or sub-performing for a variety
of reasons, including because the underlying property is too highly leveraged or the borrower falls upon
financial distress. Such non-performing or sub-performing loans may require a substantial amount of
workout negotiations and/or restructuring, which may divert the attention of the Sub-Adviser from other
activities and entail, among other things, a substantial reduction in the interest rate, capitalization of
interest payments, and a substantial write-down of the principal of the loan. However, even if such
restructuring were successfully accomplished, a risk exists that the borrower will not be able or willing to
maintain the restructured payments or refinance the restructured mortgage upon maturity. In addition, the
Fund’s ability to accomplish such restructuring may be limited by the tax rules governing publicly traded
partnerships.

In addition, certain non-performing or sub-performing loans that the Fund may acquire may have been
originated by financial institutions that are or may become insolvent, suffer from serious financial stress,
or are no longer in existence.

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

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

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

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

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

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

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

Small Business Administration Loans Interest Only Strips (COOFs). The Fund may invest in
Confirmation of Originator’s Fees (“COOFs”) relating to loans issued by The United States Small
Business Administration, an agency of the United States Government (the “SBA”). Each COOF
evidences an interest-only strip of the government guaranteed portion of the underlying loans originated
to small businesses for a variety of purposes, including the purchase, expansion or conversion of land or
buildings, and the acquisition of material, supplies, equipment and working capital, where such small
businesses are not able to obtain financing through conventional lending channels. The underlying loans
are business loans that may be secured, in whole or in part, by commercial and/or residential real estate.
The yield to maturity on a COOF is extremely sensitive to the rate of principal payments (including
prepayments) and defaults on the loans underlying the COOFs, and a rapid rate of principal payments
may have a material adverse effect on the Fund’s yield to maturity from these securities. If the loans
underlying the COOFs experience greater than anticipated prepayments of principal, the Fund may fail to
recoup some or all of its initial investment in these securities.

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

The Fund may acquire interests in loans either directly (by way of assignment) or indirectly (by way of
participation). The purchaser of an assignment typically succeeds to all the rights and obligations of the
assigning institution and becomes a contracting party under the loan agreement with respect to the loan;
however, its rights can be more restricted than those of the assigning institution. Participations in a
portion of a loan typically result in a contractual relationship only with the institution participating out the
interest and not with the obligor. The Fund would, in such a case, have the right to receive payments of
principal and interest to which it is entitled only from the institution selling the participation, and not
directly from the obligor, and only upon receipt by such institution of such payments from the obligor. As
the owner of a participation, the Fund generally will have no right to enforce compliance by the obligor
with the terms of the loan agreement or to vote on amendments to the loan agreement, nor any rights of
set-off against the obligor, and the Fund may not directly benefit from collateral supporting the loan in
which it has purchased the participation. In addition, in the event of the insolvency of the selling
institution, the Fund may be treated as a general creditor of such selling institution, and may not have any
exclusive or senior claim with respect to the selling institution’s interest in, or the collateral with respect
to, the applicable loan. Consequently, the Fund will assume the credit risk of both the obligor and the
institution selling the participation to the Fund. As a result, concentrations of participations from any one
selling institution subject the Fund to an additional degree of risk with respect to defaults by such selling
institution.

The Fund may be subject to risks associated with syndicated loans. Under the documentation for
syndicated loans, a financial institution or other entity typically is designated as the administrative agent

and/or collateral agent. This agent is granted a lien on any collateral on behalf of the other lenders and
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distributes payments on the indebtedness as they are received. The agent is the party responsible for
administering and enforcing the loan and generally may take actions only in accordance with the
instructions of a majority or two-thirds in commitments and/or principal amount of the associated
indebtedness. In most cases for the Fund’s syndicated loan investments, the Fund does not expect to hold
a sufficient amount of the indebtedness to be able to compel any actions by the agent. Consequently, the
Fund would only be able to direct such actions if instructions from the Fund were made in conjunction
with other holders of associated indebtedness that together with the Fund compose the requisite
percentage of the related indebtedness then entitled to take action. Conversely, if holders of the required
amount of the associated indebtedness other than the Fund desire to take certain actions, such actions may
be taken even if the Fund did not support such actions. Furthermore, if a syndicated loan is subordinated
to one or more senior loans made to the applicable obligor, the ability of the Fund to exercise such rights
may be subordinated to the exercise of such rights by the senior lenders. Whenever the Fund is unable to
direct such actions, the parties taking such actions may not have interests that are aligned with us, and the
actions taken may not be in the Fund’s best interests. In addition, the Fund’s ability to direct such actions
may be limited by the tax rules governing publicly traded partnerships.

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

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

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

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

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

Derivatives. The Fund may generally invest in transactions involving options, futures and other derivative
financial instruments for speculative purposes or to hedge against risks or other factors and variables that
may affect the values of the Fund’s portfolio securities. A hedging transaction may not perform as
anticipated, and the Fund may suffer losses as a result of its hedging activities. Derivatives can be volatile
and involve various types and degrees of risk. By using derivatives, the Fund may be permitted to
increase or decrease the level of risk, or change the character of the risk, to which the portfolio is exposed.
The Fund has filed a notice of eligibility for exclusion from the definition of the term CPO with the CFTC
and NFA, which regulate trading in the futures markets. Pursuant to CFTC Regulation 4.5, the Fund is not
subject to regulation as a commodity pool under the CEA and is subject to limitations on its use of
derivatives. The use of derivatives that are subject to regulation by the CFTC by the Fund could cause the
Fund to be a commodity pool, which, absent an available exemption would require the Fund to comply
with certain rules of the CFTC. The Fund reserves the right to elect to rely on other applicable exemptions
under CEA rules, which may increase the Fund’s regulatory compliance obligations and expenses and
lessen regulatory limitations on the Fund’s permitted derivatives exposure associated with reliance on
CFTC Regulation 4.5.

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

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

Swap Agreements. The Fund may enter into swap agreements, which generally include equity, interest
rate, and index and currency rate swap agreements. The Fund is not limited to any particular form of swap
agreement if the Sub-Adviser determines that other forms are consistent with the Fund’s investment
objectives and policies. Swap agreements are contracts entered into by two parties (primarily institutional
investors) for periods ranging from a few weeks to many years. In a standard swap transaction, the parties
agree to exchange the returns (or differentials in rates of return) earned or realized on particular
predetermined investments or instruments, which may be adjusted for an interest factor. The gross returns
to be exchanged or “swapped” between the parties are generally calculated with respect to a “notional
amount,” i.e., the return on or increase in value of a particular dollar amount invested at a particular
interest rate, in a particular foreign currency, or in a “basket” of securities representing a particular index.
Additional forms of swap agreements include (i) interest rate caps, under which, in return for a premium,
one party agrees to make payments to the other to the extent interest rates exceed a specified rate or
“cap;” (i1) interest rate floors, under which, in return for a premium, one party agrees to make payments to
the other to the extent interest rates fall below a specified level or “floor;” and (iii) interest rate collars,
under which a party sells a cap and purchases a floor (or vice versa) in an attempt to protect itself against
interest rate movements exceeding certain minimum or maximum levels.

Generally, the Fund’s obligations (or rights) under a swap agreement will be equal only to the net amount

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

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

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

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

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

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

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

In a covered call option, the Fund owns the underlying security. The sale of such an option exposes the
Fund to a potential loss of opportunity to realize appreciation in the market price of the underlying

security during the term of the option. Using covered call options might expose the Fund to other risks, as
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well. For example, the Fund might be required to continue holding a security that the Fund might
otherwise have sold to protect against depreciation in the market price of the security.

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

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

The Fund may enter futures contracts in U.S. domestic markets or on exchanges located outside the
United States. Foreign markets may offer advantages, such as trading opportunities or arbitrage
possibilities not available in the United States, but they also may subject the Fund to greater risk than
domestic markets. For example, common clearing facilities may not exist in markets where foreign
exchanges are the principal markets, and investors may look only to the broker to perform the contract.
Adverse changes in the exchange rate could eliminate any profits that might be realized in trading, or a
loss could be incurred as a result of those changes. Transactions on foreign exchanges may include both
commodities traded on domestic exchanges and those that are not. Unlike trading on domestic commodity
exchanges, trading on foreign commodity exchanges is not regulated by the CFTC.

Engaging in these transactions involves risk of loss, which could adversely affect the value of the Fund’s
assets. No assurance can be made that a liquid market will exist for any particular futures contract at any
particular time. Many futures exchanges and boards of trade limit the amount of fluctuation permitted in
futures contract prices during a single trading day. Once the daily limit has been reached in a particular
contract, no trades may be made that day at a price beyond that limit, or trading may be suspended for
specified periods during the trading day. Futures contract prices could move to the limit for several
consecutive trading days with little or no trading, thereby preventing prompt liquidation of positions, and
potentially subjecting the Fund to substantial losses.

Successful use of futures also is subject to the Adviser’s ability to correctly predict movements in the
relevant market and to evaluate the appropriate correlation between the transaction being hedged and the
price movements of the futures contract.

The Fund may also purchase and sell stock index futures contracts. A stock index futures contract
obligates the Fund to pay or receive an amount of cash equal to a fixed dollar amount specified in the
futures contract, multiplied by the difference between the settlement price of the contract on the contract’s
last trading day, and the value of the index based on the stock prices of the securities that comprise it at
the opening of trading in those securities on the next business day. The Fund may purchase and sell
interest rate futures contracts, which represent obligations to purchase or sell an amount of a specific debt
security at a future date at a specific price. In addition, the Fund may purchase and sell currency futures or
commodity futures. A currency future creates an obligation to purchase or sell an amount of a specific
currency at a future date at a specific price. A commodity future creates an obligation to purchase or sell
an amount of a specific commodity at a future date at a specific price.

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

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

Restricted and Illiquid Investments. The Fund may not be able to readily dispose of illiquid investments
at prices that approximate those at which the Fund could sell such investments if they were more widely
traded and, as a result of such illiquidity, the Fund may have to sell other investments or engage in
borrowing transactions if necessary to raise cash to meet its obligations.

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

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

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

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

Any gain will be decreased, and any loss increased, by the transaction costs described above. Although
the Fund’s gain is limited to the price at which it sold the security short, its potential loss is theoretically
unlimited.

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

Stripped Mortgage-Backed Securities. SMBSs are derivative multi-class mortgage securities. SMBSs
may be issued by agencies or instrumentalities of the U.S. Government, or by private originators of, or
investors in, mortgage loans, including savings and loan associations, mortgage banks, commercial banks,
investment banks and special purpose entities of the foregoing. SMBSs are usually structured with two
classes that receive different proportions of the interest and principal distributions on a pool of mortgage
assets. A common type of SMBS will have one class receiving some of the interest and most of the
principal from the mortgage assets, while the other class will receive most of the interest and the
remainder of the principal. In the most extreme case, one class will receive all of the interest (the “10”
class), while the other class will receive all of the principal (the principal-only or “PO” class). The yield
to maturity on an IO class is extremely sensitive to the rate of principal payments (including prepayments)
on the related underlying mortgage assets, and a rapid rate of principal payments may have a material
adverse effect on the Fund’s yield to maturity from these securities. If the underlying mortgage assets
experience greater than anticipated prepayments of principal, the Fund may fail to recoup some or all of
its initial investment in these securities even if the security is in one of the highest rating categories.

CMO Residuals. CMO residuals are mortgage securities issued by agencies or instrumentalities of the
U.S. Government or by private originators of, or investors in, mortgage loans, including savings and loan
associations, homebuilders, mortgage banks, commercial banks, investment banks and special purpose
entities of the foregoing. The cash flow generated by the mortgage assets underlying a series of a CMO is
applied first to make required payments of principal and interest on the CMO and second to pay the
related administrative expenses and any management fee of the issuer. The residual in a CMO structure
generally represents the interest in any excess cash flow remaining after making the foregoing payments.
Each payment of such excess cash flow to a holder of the related CMO residual represents income and/or
a return of capital. The amount of residual cash flow resulting from a CMO will depend on, among other
things, the characteristics of the mortgage assets, the coupon rate of each class of CMO, prevailing
interest rates, the amount of administrative expenses and the prepayment experience on the mortgage
assets. In particular, the yield to maturity on CMO residuals is extremely sensitive to prepayments on the
related underlying mortgage assets, in the same manner as an interest-only (“10”) class of stripped
mortgage-backed securities (described below). In addition, if a series of a CMO includes a class that bears
interest at an adjustable rate, the yield to maturity on the related CMO residual will also be extremely
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sensitive to changes in the level of the index upon which interest rate adjustments are based. As described
below with respect to stripped mortgage-backed securities, in certain circumstances the Fund may fail to
recoup fully its initial investment in a CMO residual. CMO residuals are generally purchased and sold by
institutional investors through several investment banking firms acting as brokers or dealers. CMO
residuals may, or pursuant to an exemption therefrom, may not, have been registered under the Securities
Act. CMO residuals, whether or not registered under the Securities Act, may be subject to certain
restrictions on transferability. Collateralized Mortgage Obligations. A CMO is a debt obligation of a legal
entity that is collateralized by mortgages and divided into classes. Similar to a bond, interest and prepaid
principal is paid, in most cases, on a monthly basis. CMOs may be collateralized by mortgage loans or
private mortgage bonds, but are more typically collateralized by portfolios of mortgage pass-through
securities guaranteed by GNMA, FHLMC or FNMA and their income streams. CMOs are structured into
multiple classes, often referred to as “tranches,” with each class bearing a different stated maturity and
entitled to a different schedule for payments of principal and interest, including prepayments. Actual
maturity and average life will depend upon the pre-payment experience of the collateral. In the case of
certain CMOs (known as “sequential pay” CMOs), payments of principal received from the pool of
underlying mortgages, including prepayments, are applied to the classes of CMOs in the order of their
respective final distribution dates. Thus, no payment of principal will be made to any class of sequential
pay CMOs until all other classes having an earlier final distribution date have been paid in full. CMOs
may be less liquid and may exhibit greater price volatility than other types of mortgage-or asset-backed
securities.

Non-Principal Investment Strategies and Risks

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

1. U.S. government securities, including bills, notes and bonds differing as to maturity and
rates of interest that are either issued or guaranteed by the U.S. Treasury or by other U.S. government
agencies or instrumentalities. U.S. government securities include securities issued by (a) the Federal
Housing Administration, Farmers Home Administration, Export-Import Bank of the United States, Small
Business Administration and Government National Mortgage Association, whose securities are supported
by the full faith and credit of the United States; (b) the Federal Home Loan Banks, Federal Intermediate
Credit Banks and Tennessee Valley Authority, whose securities are supported by the right of the agency
to borrow from the U.S. Treasury; (c) the Federal National Mortgage Association, whose securities are
supported by the discretionary authority of the U.S. government to purchase certain obligations of the
agency or instrumentality; and (d) the Student Loan Marketing Association, whose securities are
supported only by its credit. While the U.S. government provides financial support to such U.S.
government-sponsored agencies or instrumentalities, no assurance can be given that it always will do so
since it is not so obligated by law. The U.S. government, its agencies and instrumentalities do not
guarantee the market value of their securities. Consequently, the value of such securities may fluctuate. In
2008, the Federal Housing Finance Agency (“FHFA”) placed the Federal National Mortgage Association
(“Fannie Mae”) and the Federal Home Loan Mortgage Corporation (“Freddie Mac”) into conservatorship.
As conservator, FHFA succeeded to all rights, titles, powers and privileges of Fannie Mae and Freddie
Mac and of any stockholder, officer or director of Fannie Mae and Freddie Mac and the assets of Fannie
Mae and Freddie Mac. Fannie Mae and Freddie Mac are continuing to operate as going concerns while in
conservatorship and each remains liable for all its obligations, including its guaranty obligations,
associated with its mortgage-backed securities. There is no assurance that the obligations of such entities
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will be satisfied in full, or that such obligations will lose value or default. See “MBS—Mortgage Pass-
Through Securities” below. The Sub-Adviser will monitor developments and seek to manage the Fund’s
portfolio in a manner consistent with achieving the Fund’s investment objectives, but there can be no
assurance that it will be successful in doing so;

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

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

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

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

Distressed Investments. The Fund’s investments in distressed debt have significant risk of loss, and the
Fund’s efforts to protect our distressed debt investments may involve large costs and may not be

successful. The Fund also will be subject to significant uncertainty as to when and in what manner and for
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what value the distressed debt in which the Fund invests will eventually be satisfied (e.g., through
liquidation of the obligor’s assets, an exchange offer or plan of reorganization involving the distressed
debt securities or a payment of some amount in satisfaction of the obligation). In addition, even if an
exchange offer is made or plan of reorganization is adopted with respect to distressed debt the Fund holds,
there can be no assurance that the securities or other assets received by the Fund in connection with such
exchange offer or plan of reorganization will not have a lower value or income potential than may have
been anticipated when the investment was made. Moreover, any securities received by the Fund upon
completion of an exchange offer or plan of reorganization may be restricted as to resale. If the Fund
participates in negotiations with respect to any exchange offer or plan of reorganization with respect to an
issuer of distressed debt, the Fund may be restricted from disposing of such securities. In addition, the
Fund’s ability to participate in such negotiations may be limited by the tax rules governing publicly
traded partnerships.

The Fund may hold the debt securities and loans of companies that are more likely to experience
bankruptcy or similar financial distress, such as companies that are thinly capitalized, employ a high
degree of financial leverage, are in highly competitive or risky businesses, are in a start-up phase, or are
experiencing losses. The bankruptcy process has a number of significant inherent risks. Many events in a
bankruptcy proceeding are the product of contested matters and adversarial proceedings and are beyond
the control of the creditors. A bankruptcy filing by a company whose debt the Fund has purchased may
adversely and permanently affect such company. If the proceeding results in liquidation, the liquidation
value of the company may have deteriorated significantly from what the Fund believed to be the case at
the time of the Fund’s initial investment. The duration of a bankruptcy proceeding is also difficult to
predict, and a creditor’s return on investment can be adversely affected by delays until a plan of
reorganization or liquidation ultimately becomes effective. The administrative costs in connection with a
bankruptcy proceeding are frequently high and would be paid out of the debtor’s estate prior to any return
to creditors. Because the standards for classification of claims under bankruptcy law are vague, the
Fund’s influence with respect to the class of securities or other obligations it owns may be lost by
increases in the number and amount of claims in the same class or by different classification and
treatment. In the early stages of the bankruptcy process, it is often difficult to estimate the extent of, or
even to identify, any contingent claims that might be made. In addition, certain claims that have priority
by law (for example, claims for taxes) may be substantial, eroding the value of any recovery by holders of
other securities of the bankrupt entity.

A bankruptcy court may also re-characterize the Fund’s debt investment as equity, and subordinate all or
a portion of the Fund’s claim to that of other creditors. This could occur even if the Fund’s investment
had initially been structured as senior debt.

Hedge Funds and Private Equity Funds. The Fund may invest in private investment funds (which are
commonly known as hedge funds or private equity funds) that would be required to register as investment
companies but for an exemption under section 3(c)(1) or 3(c)(7) of the 1940 Act. These funds are not
subject to the requirements and protections of the 1940 Act and carry all of the risks associated with
Private Investment Funds, as disclosed in the Fund’s Prospectus. In addition, investors should be aware
that these funds often engage in leverage, short-selling, arbitrage, hedging, derivatives, and other
speculative investment practices that may significantly increase investment loss. These funds are highly
illiquid, are not required to provide periodic pricing or valuation information to investors, and often
charge high fees that can erode investment performance. Certain of these funds charge performance fees
that may create an incentive for its manager to make investments that are riskier or more speculative than
those it might have made in the absence of a performance fee. Additionally, these funds need not have
independent boards of trustees and do not require investor approval of advisory contracts.
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Investment Companies. The Fund may invest in investment companies, which consist of open-end funds
(mutual funds), closed-end funds, and exchange traded funds (also referred to as “Underlying Funds”).
The 1940 Act provides that the Fund may not: (1) purchase more than 3% of an investment company’s
outstanding shares; (2) invest more than 5% of its assets in any single such investment company (the “5%
Limit”), and (3) invest more than 10% of its assets in investment companies overall (the “10% Limit”) .
The Fund may exceed these statutory limits when permitted by Rule 12d1-4 and other applicable rules
under Section 12(d)(1).

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

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

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

Emerging Markets Securities. The Fund may invest, directly or indirectly, in issuers domiciled in
emerging markets. Investing in emerging market securities imposes risks different from, or greater than,
risks of investing in foreign developed countries. These risks include (i) the smaller market capitalization
of securities markets, which may suffer periods of relative illiquidity, (ii) significant price volatility, (iii)
restrictions on foreign investment, and (iv) possible repatriation of investment income and capital. In
addition, foreign investors may be required to register the proceeds of sales, and future economic or
political crises could lead to price controls, forced mergers, expropriation or confiscatory taxation,
seizure, nationalization, or the creation of government monopolies. The currencies of emerging market
countries may experience significant declines against the U.S. dollar, and devaluation may occur
subsequent to investments in these currencies by the Fund. Inflation and rapid fluctuations in inflation
rates have had, and may continue to have, negative effects on the economies and securities markets of
certain emerging market countries.
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Certain emerging markets limit, or require governmental approval prior to, investments by foreign
persons. Repatriation of investment income and capital from certain emerging markets is subject to
certain governmental consents. Even where there is no outright restriction on repatriation of capital, the
mechanics of repatriation may affect the operation of the Fund.

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

MANAGEMENT OF THE FUND
Trustees and Officers

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

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

Board Leadership Structure

The Trust is led by John L. Sabre, who has served as the Chairman of the Board since October 10, 2018
and is also an interested Trustee. Additionally, under certain 1940 Act governance guidelines that apply to
the Fund, the Independent Trustees will meet in executive session, at least quarterly. Under the Governing
Documents, the Chairman of the Board is responsible for (a) presiding at Board meetings, (b) calling
special meetings on an as-needed basis, (c¢) execution and administration of Trust policies including
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(i) setting the agendas for Board meetings and (ii) providing information to the Board in advance of each
Board meeting and between Board meetings. The Trust believes that its Chairman, the chair of the Audit
Committee, and, as an entity, the full Board, provide effective leadership that is in the best interests of the
Fund and each shareholder.

Board Risk Oversight

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

Trustee Qualifications

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

John L. Sabre is a founder of the Adviser. He has served as a Portfolio Manager of the Fund since it
commenced operations. Mr. Sabre also served as the Chairman and Chief Executive Officer of Elevation
Point, LLC (fka Mount Yale Capital Group, LLC) (an affiliate of the Adviser) from2003-2025. Prior to
2003, Mr. Sabre was a Senior Managing Director at Bear Stearns & Co. and Head of the Mezzanine
Capital Group. Mr. Sabre previously served as President of First Dominion Capital, which managed $3.0
billion of assets and is now owned by Credit Suisse First Boston. Prior to his position at First Dominion
Capital, Mr. Sabre was a Managing Director and founding partner of Indosuez Capital, the merchant
banking division of Credit Agricole Indosuez. Mr. Sabre also was employed in the investment banking
groups of Credit Suisse First Boston and Drexel Burnham Lambert. Mr. Sabre holds a B.S. degree from
the Carlson School at the University of Minnesota and an M.B.A. degree from The Wharton School at the
University of Pennsylvania.

Laurence E. Penn is a Vice Chairman and the Chief Operating Officer of the Sub-Adviser (together with
its affiliated investment management entities, “Ellington”), where he helps oversee many functions of the
firm. In Ellington’s earlier years, Mr. Penn was the senior portfolio manager primarily responsible for
investments in agency RMBS. Prior to joining Ellington in 1995 shortly after its inception, Mr. Penn was
at Lehman Brothers where he was a Managing Director and co-head of CMO origination and trading, and
where he specialized in the trading of CMO derivatives. Prior to trading CMOs and CMO derivatives, Mr.
Penn was in charge of Lehman Brothers’ structured transaction modeling group from 1987 to 1990, where
he was responsible for the structuring, modeling and computer system design for MBS and ABS, and
where he was the co-creator (with Jonathan Amsterdam) of “BondTalk,” the first high-level programming
language specifically designed to model CMOs. Mr. Penn began his career at Lehman Brothers in 1984,
after receiving a Master of Advanced Study in Mathematics from Cambridge University, where he
studied as both a National Science Foundation and Winston Churchill Scholar. Mr. Penn graduated
summa cum laude, Phi Beta Kappa with a B.A. in Mathematics from Harvard University in 1983. He was
one of five winners nationwide in the 1980 Putnam collegiate mathematics problem solving competition,
and represented the United States in the 21st International Mathematics Olympiad held in London,
England.
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Jeffrey Peter Greiner has served as a Managing Partner and Co-Founder of Northern Pacific Group since
2012 where he focuses on growth equity investments in the Technology and Business Services Sectors.
He previously served as Senior Advisor/Operating Partner of Norwest Equity Partners from 2007 to 2012,
focusing on Technology, along with Business and Financial Services investments for the leading private
equity/growth equity firm in the Midwest. He was responsible for sourcing proprietary transactions and
successfully driving portfolio company businesses development and growth including exits. Mr. Greiner
has a Master of Business Administration from The Wharton School, University of Pennsylvania, and a
Bachelor of Science, Economics from Southern Methodist University. Mr. Greiner is the Chair of the
Audit Committee.

Richard P. Imperiale is President and founder of the Uniplan Companies, a Milwaukee, Wisconsin based
investment advisory holding company that, together with its affiliates, manages and advises over $2.2
billion in client accounts. Uniplan, Inc. was founded by Mr. Imperiale in 1984 and specializes in
managing equity-income, REIT and micro-cap specialty portfolios for clients. Mr. Imperiale started his
career as a credit analyst for the First Wisconsin National Bank (now U.S. Bank). In 1983, Mr. Imperiale
joined B.C. Ziegler & Company, a Midwest regional brokerage firm where he was instrumental in the
development of portfolio strategies for one of the first hedged municipal bond mutual funds in the
country. Mr. Imperiale has an established track record and experience as effective independent director in
the REIT space having been on the boards of several public and private REITs; He currently sits on the
board of Retail Properties of America (RPAI), and Reven Housing Trust (REVN). Mr. Imperiale is
widely quoted in local and national media on matters pertaining to investments and has authored several
books on investing, including “Real Estate Investment Trusts: New Strategies for Portfolio Management”,
published by John Wiley & Sons, 2002. In 2013 Mr. Imperiale was recognized by NACD as a Board
Leadership Fellow. Mr. Imperiale attended Marquette University Business School where he received a
B.S. in Finance.

William J. Peichel is the Principal at DesignIntelligence and Managing Partner of DI Capital Advisors,
national architecture firms where he advises on strategy, financial operations and corporate governance.
Mr. Peichel began his career at Arthur Andersen as a certified public accountant and has served as chief
financial officer for Exigen, LTD, a venture capital backed technology company, and ExceleraRX, a
hospital-backed specialty pharmacy. Mr. Peichel also has experience in private equity managing direct
investments and leveraging public company valuations and financial statement analysis to apply to private
company valuations and investments. Mr. Peichel holds a B.S. in Finance and Accounting.

The Trust does not believe any one factor is determinative in assessing a Trustee’s qualifications, but that
the collective experience of each Trustee makes him highly qualified.

Following is a list of the Trustees and executive officers of the Fund and their principal occupation over

the last five years. Unless otherwise noted, the address of each Trustee and Officer is c/o Princeton Fund
Advisors, LLC, 8500 Normandale Lake Blvd., Suite 1900, Minneapolis, MN, 55437.

Independent Trustees

Number of
Portfolios in
Fund
Name, Principal Occupation Complex  Other Directorships held
Address and Position/Term  During the Past Five Overseenby by Trustee During the
Age of Office” Years Trustee™ Past Five Years
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Jeffrey P. Trustee Term — Co-Founder and

Greiner Indefinite, Managing Partner,

Born: 1958 Length — Northern Pacific Group

Trustee and Since 2018. (2012 - Present).

Chairman of

the

Audit

Committee

Richard P. Trustee Chairman and Chief

Imperiale Term — Investment Officer,

Born: 1960 Indefinite, Uniplan Investment
Length — Since Counsel, Inc. (1984 —
2018. Present).

William J. Trustee Senior Business

Peichel Term — Consultant, Design
Indefinite, Intelligence (since
Length — Since 2021); Business
2023. Development, Mount

Yale Administrative
Services (2019 to 2021)

YMCA of the Greater Twin
Cities (2000 - Present);
Greenlight Fund Twin
Cities (2020 — Present);
Raise A Hood (2020 —
Present) (auto repair)
Greater Twin Cities; Boy
Scouts of America (2013 -
2024); Princeton Everest
Fund (2014 — Present);
Delaget (2014-Present);
Outsell (2015-2024);; The
Cathedral Church of St.
Mark Foundation (2008-
2024); The Minnesota
Orchestra (2002-2024).

Retail Properties of
America (RPAI - NYSE)
(2011 — Present); Reven
Housing (REVN - NYSE)
(2017 — Present).

Princeton Everest Fund
(2023-Present)

*  The term of office for each Trustee listed above will continue indefinitely.

**  The “Fund Complex” consists of the Fund and Princeton Everest Fund (“PEF”).

Interested Trustees and Officers

Number of
Portfolios in
Fund
Name, Principal Occupation Complex  Other Directorships held
Address and Position/Term  During the Past Five Overseen by by Trustee During the
Date of Birth of Office” Years Trustee™ Past Five Years
John L. Sabre  Trustee, Chairman and CEO, 2 Princeton Everest Fund
Born: 1957 President Term  Elevation Point LLC (2014 — Present).
— Indefinite, (2003-2025); Founder,
Length — Since ~ Princeton Fund
2018. Advisors, LLC (2011-

Present).
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Laurence E.
Penn
Born: 1962

Michael J.
Sabre
Born: 1959

Emile R.
Molineaux
Born: 1962

*  The term of office for each Trustee above will continue indefinitely.

Trustee,

Term —
Indefinite,
Length — Since
2018.

Treasurer
Term — 1 year
Term

Chief
Compliance
Officer, Term —
Indefinite,
Length — Since
2018.

Vice Chairman, 1
Ellington Management
Group, LLC and its
affiliates (1995—
Present); CEO and
Director, Ellington
Financial Inc. (2007 —
Present); CEO and
Trustee, Ellington Credit
Company (2012 —
Present)

Chief Operations Officer N/A
and Chief Compliance

Officer, Elevation Point,

LLC (2003 - Present).

Senior Compliance N/A
Officer of Northern

Lights Compliance

Services, LLC (2011-

Present) and named

CCO for seven different

NLCS clients (2011 -

Present).

Ellington Financial Inc.
(NYSE: EFC) (2010 —
Present); Ellington Credit
Company (NYSE: EARN)
(2013 — Present).

N/A

N/A

**  The “Fund Complex” consists of the Fund and Princeton Everest Fund (“PEF”).

Board Committees

Audit Committee

The Board has an Audit Committee that consists of two Trustees, each of whom is not an “interested
person” of the Fund within the meaning of the 1940 Act. The Audit Committee’s responsibilities include:
(i) recommending to the Board the selection, retention or termination of the Fund’s independent auditors;
(ii) reviewing with the independent auditors the scope, performance and anticipated cost of their audit;
(ii1) discussing with the independent auditors certain matters relating to the Fund’s financial statements,
including any adjustment to such financial statements recommended by such independent auditors, or any
other results of any audit; (iv) reviewing on a periodic basis a formal written statement from the
independent auditors with respect to their independence, discussing with the independent auditors any
relationships or services disclosed in the statement that may impact the objectivity and independence of
the Fund’s independent auditors and recommending that the Board take appropriate action in response
thereto to satisfy itself of the auditor’s independence; and (v) considering the comments of the
independent auditors and management’s responses thereto with respect to the quality and adequacy of the
Fund’s accounting and financial reporting policies and practices and internal controls. The Audit
Committee operates pursuant to an Audit Committee Charter. During the fiscal year ended December 31,
2025, the Audit Committee met twice.

Trustee Ownership
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The following table indicates the dollar range of equity securities that each Trustee beneficially owned in
the Fund as of December 31, 2025:

Aggregate Dollar Range
of Equity Securities in All
Registered Investment

Dollar Range of Companies Overseen by
Equity Securities in Trustee in Family of

Name of Trustee the Fund Investment Companies
John L. Sabre Over $100,000 Over $100,000
Laurence E. Penn $0 $0
Richard P. Imperiale $0 $0
Jeffrey P. Greiner $0 $0
William J. Peichel $0 $0

Compensation

Each Trustee who is not affiliated with the Fund or Adviser will receive an annual retainer of $20,000,
and reimbursement for any reasonable expenses incurred attending such meetings. None of the executive
officers receive compensation from the Fund.

The table below details the amount of compensation the Trustees received from the Fund during the fiscal
year ended December 31, 2025. The Trust does not have a bonus, profit sharing, pension or retirement
plan.

Pension or
Retirement
Benefits Estimated Total
Aggregate Accrued as Annual  Compensation
Compensation Part of Benefits From Trust
From the Fund Upon Paid to
Name of Trustee Fund Expenses  Retirement Directors
John L. Sabre - - - -
Laurence E. Penn - - - -
Richard P. Imperiale $ 20,000 $ 0% 0% 20,000
Jeffrey P. Greiner $ 20,000 $ 0% 0% 20,000
William J. Peichel $ 20,000 $ 0% 0% 20,000
CODES OF ETHICS

Each of the Fund, the Adviser, the Sub-Adviser and the Distributor have adopted a code of ethics under
Rule 17j-1 of the 1940 Act (collectively the “Ethics Codes™). Rule 17j-1 and the Ethics Codes are
designed to prevent unlawful practices in connection with the purchase or sale of securities by covered
personnel (“Access Persons”). The Ethics Codes apply to the Fund and permit Access Persons to, subject
to certain restrictions, invest in securities, including securities that may be purchased or held by the Fund.
Under the Ethics Codes, Access Persons may engage in personal securities transactions, but are required

33



to report their personal securities transactions for monitoring purposes. In addition, certain Access
Persons are required to obtain approval before investing in initial public offerings or private placements.
The codes are available on the EDGAR database on the SEC’s website at www.sec.gov, and also may be
obtained, after paying a duplicating fee, by electronic request at the following e-mail address:
publicinfo@sec.gov.

PROXY VOTING POLICIES AND PROCEDURES

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

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

Information regarding how the Fund voted proxies relating to portfolio securities held by the Fund during
the most recent 12-month period ended June 30 is available (1) without charge, upon request, by calling
the Fund toll-free at (855) 897-5390; and (2) on the SEC’s website at http://www.sec.gov. In addition, a
copy of the Fund’s proxy voting policies and procedures are also available by calling toll-free at (855)
897-5390 and will be sent within three business days of receipt of a request.

INVESTMENT ADVISORY AND OTHER SERVICES
Investment Adviser

Founded in 2011, Princeton Fund Advisors, LLC, is registered as an investment adviser under the
Investment Advisers Act of 1940, as amended (“Advisers Act”). Under the control of Greg D. Anderson,
Jim Dickson, John L. Sabre and Bradford Smithy, the Adviser is an independent investment advisory firm
specializing in the management of a variety of types of investment funds. As of February 28, 2026, the
Adviser had approximately $808.5 million in assets under management. The Adviser is a subsidiary of
Elevation Point, LLC (f/k/a Mount Yale Capital Group, LLC) (“Elevation Point”), a Delaware limited
liability company also controlled by John L. Sabre and Greg D. Anderson. Elevation Point, through its
other affiliated adviser, had approximately $10 billion in assets under management as of February 28,
2026, excluding assets managed by the Adviser.

The Adviser serves as investment Adviser to the Fund pursuant to a management agreement between the
Fund and the Adviser (the “Management Agreement”). The Management Agreement has an initial two-
year term and is subject to annual renewal thereafter by the Board. Subject to the authority of the Board,
the Adviser is responsible for management of the Fund’s investment portfolio directly and through a Sub-
Adpviser. The Adviser is responsible for selecting appropriate investment strategies, managing the Sub-
Adviser, and assuring that investments are made according to the Fund’s investment objective, policies
and restrictions. Additionally, the Adviser is responsible for conducting initial and ongoing independent
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evaluation of the Sub-Adviser. A discussion of the basis for the Board’s renewal of the Management
Agreement is set forth in the Fund’s December 31, 2025 _annual report_to shareholders.

The offices of the Adviser are located at 8500 Normandale Lake Blvd., Suite 1900, Minneapolis, MN
55437, and its telephone number is (855) 897-5390. The Adviser or its designee maintains the Fund’s
accounts, books and other documents required to be maintained under the 1940 Act at 8500 Normandale
Lake Blvd., Suite 1900, Minneapolis, MN 55437, or the offices of U.S. Bancorp Fund Services, LLC
doing business as U.S. Bancorp Global Fund Services, LLC at 615 East Michigan Street, Milwaukee,
Wisconsin 53202.

Pursuant to the Management Agreement, the Adviser is entitled to receive, on a monthly basis, an annual
management fee from the Fund equal to 1.85% of the Fund’s average daily net assets (the “Management
Fee”). The Adviser pays the Sub-Adviser out of the fee it receives from the Fund. For the fiscal year
ended December 31, 2023, the Adviser earned $498,842 of which $724,743 were waived and/or
reimbursed. For the fiscal year ended December 31, 2024, the Adviser earned $553,476 in management
fees, and waived fees or reimbursed expenses of $609,308. For the fiscal year ended December 31, 2025,
the Adviser earned $695,365 in management fees, and waived fees or reimbursed expenses of $637,434.

Fund Expenses

Pursuant to the Management Agreement, the Adviser is obligated to pay expenses associated with
providing the services stated in the Management Agreement, including compensation of its officers and
employees connected with investment and economic research, trading and investment management and
administration of the Fund but excluding any expenses of the Sub-Adviser that are payable by the Fund.
The Adviser is obligated to pay the fees of any Trustee of the Fund who is an affiliate of the Adviser.

The Fund is obligated to pay expenses of services provided by service providers that have agreements
with the Fund.

The Fund pays all other expenses incurred in the operation of the Fund, which consist of (i) expenses for
legal and independent accountants’ services, (ii) costs of printing proxies, share certificates, if any, and
reports to shareholders, (iii) charges of the custodian and transfer agent in connection with the Fund’s
dividend reinvestment policy, (iv) fees and expenses of independent Trustees, (v) the Fund’s allocated
portion of the following expenses incurred by the Sub-Adviser in connection with the services provided to
the Fund pursuant to the sub-advisory agreement: (a) investment and investment-related expenses paid to
third parties in connection with identifying, sourcing, evaluating, valuing, structuring (including, without
limitation, tax and legal structuring) researching, conducting diligence on, monitoring, servicing,
maintaining, acquiring, selling disposing of, or restricting investments (and potential investments), which
shall include investment-related litigation expenses, investment-related travel expenses, the allocated
portion of the expense of internal legal counsel of the Adviser or a sub-adviser, and research and research-
related expenses, including the allocated costs of financial and research databases, market, news and other
data services (such as Bloomberg), surveys, licenses, subscriptions and publications; and (b) any legal or
other expenses paid to third parties by the Adviser or a sub-adviser in connection with the foregoing, or in
connection with the organization of the Fund, (vii) printing costs, (viii) membership fees in trade
association, (ix) fidelity bond coverage for the Fund’s officers and Board, (x) errors and omissions
insurance for the Fund’s officers and Board, (xi) brokerage costs, (xii) taxes, (xiii) costs associated with
the Fund’s quarterly repurchase offers, (xiv) servicing fees and (xv) other extraordinary or non-recurring
expenses and other expenses properly payable by the Fund. The expenses incident to the offering and
issuance of shares to be issued by the Fund are recorded as a reduction of capital of the Fund attributable
to the shares. The Fund also pays costs associated with securities, commodities and other investments
(including all brokerage fees and commissions, taxes, borrowing costs (such as (a) interest and (b)
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dividend expenses on securities sold short) purchased for the Fund and any losses incurred in connection
therewith, expenses of financing, holding or carrying Assets and other investment positions, including,
without limitation, expenses of dividends on stock borrowed to cover a short sale and interest, fees or
other charges incurred in connection with leverage and related borrowings with respect to the Fund’s
assets, organizational and offering expenses (which include, but are not limited to, out-of-pocket
expenses, but not overhead or employee costs of any sub-adviser); freight and other charges in connection
with the shipment of the Fund’s portfolio securities; salaries of shareholder relations personnel (subject to
any limitations under the 1940 Act or exemptive relief therefrom).

The Adviser and the Fund have entered into an expense limitation and reimbursement agreement (the
“Expense Limitation Agreement”) under which the Adviser has agreed, until at least April 30, 2027, to
waive its management fees and to pay or absorb the ordinary operating expenses of the Fund (excluding
(1) interest expenses, and any fees and expenses incurred in connection with credit facilities, if any,
obtained by the Fund; (ii) transaction costs and other expenses incurred in connection with the
acquisition, financing, maintenance, and disposition of the Fund’s investments and prospective
investments, including without limitation bank and custody fees, brokerage commissions, legal, data,
consulting and due diligence costs, servicing and property management costs; (iii) acquired fund fees and
expenses; (iv) taxes; and (v) extraordinary expenses) to the extent that its management fees plus
applicable distribution and shareholder servicing fees and the Fund’s ordinary operating expenses would
otherwise exceed, on a year-to-date basis, 2.85%, 3.60%, and 2.60% per annum of the Fund’s average
daily net assets attributable to Class A, Class C, and Class I shares, respectively. “Extraordinary
expenses” are expenses incurred outside of the ordinary course of business, including, without limitation,
litigation or indemnification expenses, excise taxes, and costs incurred in connection with holding and/or
soliciting proxies for a meeting of investors. The Expense Limitation Agreement may not be terminated
by the Adviser, but it may be terminated by the Board, on 60 days written notice to the Adviser. The
Adviser may waive or reimburse additional fees of the Fund in its discretion.

Any waiver or reimbursement by the Adviser is subject to repayment by the Fund within the three years
from the date the Adviser waived any payment or reimbursed any expense, if (after taking the repayment
into account) the Fund is able to make the repayment without exceeding the expense limitation in place at
the time of the waiver and at the time of the reimbursement payment.

The Sub-Adviser

Ellington Global Asset Management, LLC, located at 53 Forest Avenue, Suite 301, Old Greenwich, CT
06870, serves as the Fund’s investment sub-adviser pursuant to a sub-advisory agreement between the
Adviser and the Sub-Adviser (the “Sub-Advisory Agreement”). The Sub-Advisory Agreement had an
initial two-year term and is subject to annual renewal thereafter by the Board. The Sub-Adviser is
registered with the SEC as an investment adviser under the Advisers Act. The Sub-Adviser is a Delaware
limited liability company formed for the purpose of providing investment management services to pooled
investment vehicles and institutional managed accounts, such as the Fund. The Sub-Adviser is ultimately
controlled by Michael Vranos. As of February 28, 2026, Ellington had approximately $22 billion in assets
under management, including approximately $300 million in Ellington-managed CLOs. For these
purposes, the Ellington-managed CLO figure represents the aggregate outstanding balance of CLO notes
and the market value of CLO equity, excluding any notes or equity held by Ellington-managed funds and
accounts. Ellington’s assets under management include uncalled capital commitments, if any. The Sub-
Adviser is a division of Ellington, which was formed in 1995. As compensation, the Sub-Adviser is paid
60% of the Net Management Fee (defined below). The “Net Management Fee” is the amount of the
Management Fee minus (i) fees and expenses waived or reimbursed pursuant to the Expense Limitation
Agreement, and (ii) any other expenses agreed in writing to be shared by the Adviser and the Sub-
Adviser. The Sub-Adviser is paid by the Adviser, not the Fund.

36



The Sub-Advisory Agreement authorizes the Sub-Adviser to select brokers or dealers (including
affiliates) to arrange for the purchase and sale of Fund securities, including principal transactions. Any
commission, fee or other remuneration paid to an affiliated broker or dealer is paid in compliance with the
Fund’s procedures adopted in accordance with Rule 17e-1 under the 1940 Act.

Fund Administrator and Fund Accountant

U.S. Bancorp Fund Services, LLC doing business as U.S. Bancorp Global Fund Services, LLC, with
principal offices at 777 East Wisconsin Avenue, Milwaukee, WI 53202, serves as the fund administrator
and fund accountant for the Fund. Pursuant to a fund administration agreement and a separate fund
accounting agreement, each between U.S. Bancorp Global Fund Services, LLC and the Fund, for services
as administrator and fund accountant, the Fund pays U.S. Bancorp Global Fund Services, LLC fees based
on the annual net assets of the Fund plus out of pocket expenses as specified in each agreement. For the
fiscal year ended December 31, 2023, the Fund paid U.S. Bancorp Global Fund Services, LLC $289,836
for administrative and accounting services. For the fiscal year ended December 31, 2024, the Fund paid
U.S. Bancorp Global Fund Services, LLC $249,969 for administrative and accounting services. For the
fiscal year ended December 31, 2025, the Fund paid U.S. Bancorp Global Fund Services, LLC $295,071
for administrative and accounting services.

CONFLICTS OF INTEREST

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

The Sub-Adviser and other accounts managed by the Sub-Adviser may have economic interests in or
other relationships with issuers (including securitizations) or special purpose vehicles in whose
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obligations or securities the Fund may invest or in which the Fund may have an economic interest, to the
extent permitted by applicable law or exemptive relief from the SEC. Any such persons may make
investments in an issuer’s securities that may rank pari passu, senior or junior to an investment by the
Fund in such issuer’s securities, and may have rights, preferences or privileges with respect to an issuer
that are different from or conflict with those held by the Fund. The partners, security holders, officers,
directors, agents or employees of any such persons may also serve on an issuer’s board of directors or
otherwise have ongoing relationships. In such cases, to the extent consistent with applicable law, the Sub-
Adviser may be required by its fiduciary obligations on behalf of another account to take actions that are
not in the best interests of the Fund.

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

The Sub-Adviser may enter into transactions and invest in securities or other instruments on behalf of the
Fund in which the Sub-Adviser or its affiliates, acting as principal or as agent for its customers, serves as
the counterparty. The Sub-Adviser may also enter into cross transactions where the Sub-Adviser or its
affiliates acts as agent on behalf of the Fund and the other party to the transaction to the extent permitted
by applicable law. Cross transactions may include trades between funds or accounts advised by the Sub-
Adpviser or its affiliates. Cross transactions may enable the Sub-Adviser to purchase or sell a block of
securities or other instruments for the Fund and possibly avoid commissions, a bid-ask spread, or an
unfavorable price movement that may be created through entrance into the market with such purchase or
sell order. The Sub-Adviser or its affiliates may have a potentially conflicting division of responsibilities
to both parties to a principal or cross transaction. The Fund may provide guarantees or incur
indemnification obligations, either individually or jointly and severally with other accounts managed by
the Sub-Adviser or its Affiliates, to third parties in connection with the purchase or sale of assets by the
Fund. The Fund may also invest jointly with other accounts in a special purpose vehicle advised or
controlled by the Sub-Adviser, the Fund, or other accounts. The Fund will only consider engaging in the
foregoing transactions or arrangements to the extent permitted by applicable law or exemptive relief from
the SEC, including, if required or deemed appropriate by the Sub-Adviser, by making appropriate
disclosure and receiving appropriate consent in connection with a principal or cross transaction.

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

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

38



The Adviser and the Sub-Adviser and its members, officers and employees devote to the Fund as much
time as the Adviser or Sub-Adviser deems necessary and appropriate to manage the Fund’s business. The
Adviser, Sub-Adviser and their respective affiliates are not restricted from forming additional investment
funds, entering into other investment advisory relationships or engaging in other business activities, even
though such activities may be in competition with the Fund and/or may involve substantial time and
resources of the Sub-Adviser and its affiliates. These activities could be viewed as creating a conflict of
interest in that the time and effort of the Adviser’s and/or Sub-Adviser’s officers and employees will not
be devoted exclusively to the business of the Fund, but will be allocated between the business of the Fund
and other business activities of the Adviser and/or Sub-Adviser and their respective affiliates.

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

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

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

PORTFOLIO MANAGERS
Michael Vranos

Mr. Vranos founded Ellington in December of 1994. Until December 1994, Mr. Vranos was the Senior
Managing Director of Kidder Peabody in charge of RMBS trading. Mr. Vranos began his Wall Street
career in 1983, after graduating magna cum laude, Phi Beta Kappa with a Bachelor of Arts in
Mathematics from Harvard University.

Mark Tecotzky

Mr. Tecotzky is a Vice Chairman and Co-Head of Credit Strategies. Prior to joining Ellington, Mr. Tecotzky
was the senior trader in the mortgage department at Credit Suisse. Prior to joining Credit Suisse, Mr.
Tecotzky worked at Kidder Peabody as a Managing Director where he traded agency and credit sensitive
pass-throughs and structured CMOs. Mr. Tecotzky holds a B.S. from Yale University, and received a
National Science Foundation fellowship to study at MIT.

As of December 31, 2025, the Portfolio Managers owned Fund shares in the following amounts:

Portfolio Managers Dollar Range of Shares Owned
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Michael Vranos $0
Mark Tecotzky $0

As of December 31, 2025, the Portfolio Managers were responsible for the management of the following
types of accounts in addition to the Fund:

Michael Vranos

Total Assets
Number of By
Accounts by Account Type
Total Number Total Assets Type Subject to a
of By Subjectto a Performance
Accounts by Account Type Performance Fee
Other Accounts By Type Account Type (in millions) Fee (in millions)
Registered Investment Companies 0 $0 0 $0
Other Pooled Investment Vehicles 23 $4,182 21 #3,691
Other Accounts 6 $2,346 5 $2,193
Mark Tecotzky
Total Assets
Number of By
Accounts by Account Type
Total Number Total Assets Type Subject to a
of By Subjectto a Performance
Accounts by Account Type Performance Fee
Other Accounts By Type Account Type (in millions) Fee (in millions)
Registered Investment Companies 0 $0 0 $0
Other Pooled Investment Vehicles 22 $4,959 17 $3,439
Other Accounts 31 $13,447 4 $1,581

Portfolio Manager Compensation

The portfolio managers receive an annual base salary from Ellington. Each of the portfolio managers is
also eligible to receive a bonus, which is generally based on the overall profitability of Ellington.

QUARTERLY REPURCHASES OF SHARES

Once each quarter, the Fund currently intends to offer to repurchase at NAV no less than 10% of the
outstanding shares of the Fund, unless such offer is suspended or postponed in accordance with regulatory
requirements (as discussed below). While the repurchase amount for each offer is currently anticipated to
be 10% of outstanding shares, the Fund is not required to, and in the future the Fund may not, extend
repurchase offers in excess of 5% of outstanding shares. The offer to purchase shares is a fundamental
policy that may not be changed without the vote of the holders of a majority of the Fund’s outstanding
voting securities (as defined in the 1940 Act). Shareholders will be notified in writing of each quarterly
repurchase offer and the date the repurchase offer ends (the “Repurchase Request Deadline”). Shares will
be repurchased at the NAV per share determined as of the close of regular trading on the NYSE no later
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than the 14th day after the Repurchase Request Deadline, or the next business day if the 14th day is not a
business day (each a “Repurchase Pricing Date”).

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

Repurchase Offer Policy Summary of Terms

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

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

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

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

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

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

Determination of Repurchase Offer Amount

The Board, or a committee thereof, in its sole discretion, will determine the number of shares that the
Fund will offer to repurchase (the “Repurchase Offer Amount”) for a given Repurchase Request
Deadline. The Repurchase Offer Amount will be no less than 5% and no more than 25% of the total
number of shares outstanding on the Repurchase Request Deadline. However, while the Repurchase
Amount is currently intended to be 10% of Fund shares, there is no guarantee that any particular
repurchase offer will be made in amounts in excess of 5% of Fund shares.

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

Notice to Shareholders

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

1. A statement that the Fund is offering to repurchase its shares from shareholders at NAV;
2. Any fees applicable to such repurchase, if any;
3. The Repurchase Offer Amount;

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

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

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

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

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

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

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

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

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

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

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

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

2. Accepting by lot shares tendered by shareholders who request repurchase of all shares held
by them and who, when tendering their shares, elect to have either (i) all or none or (ii) at least a
minimum amount or none accepted, if the Fund first accepts all shares tendered by shareholders who do
not make this election.

Suspension or Postponement of Repurchase Offers: The Fund shall not suspend or postpone a repurchase
offer except pursuant to a vote of a majority of the Board of Trustees, including a majority of the Trustees
who are not interested persons of the Fund, and only:

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

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

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

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

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

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

Computing Net Asset Value: The Fund’s current NAV shall be computed no less frequently than weekly,

and daily on the five business days preceding a Repurchase Request Deadline, on such days and at such
specific time or times during the day as set by the Board of Trustees. Currently, the Board has determined
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that the Fund’s NAV shall be determined daily following the close of the New York Stock Exchange. The
Fund’s NAV need not be calculated on:

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

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

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

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

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

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

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

(b)  The number of dealers willing to purchase or sell the security and the number of potential
purchasers.

(c)  Dealer undertakings to make a market in the security.

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

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

2. If market developments impair the liquidity of a security, the Adviser should review the

advisability of retaining the security in the portfolio. The Adviser should report the basis for its
determination to retain a security at the next Board meeting.
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3. The Board shall review the overall composition and liquidity of the Fund’s portfolio on a
quarterly basis.

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

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

Annual Report Disclosure: The Fund shall include in its annual report to shareholders the following:
1.  Disclosure of its fundamental policy regarding periodic repurchase offers.

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

(a)  the number of repurchase offers,
(b)  the repurchase offer amount and the amount tendered in each repurchase offer,

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

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

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

DISTRIBUTOR

Foreside Fund Services, 3 Canal Plaza, Suite 100, Portland, ME 04101, serves as the Fund’s principal
underwriter, within the meaning of the 1940 Act, and acts as the Distributor of the Fund’s shares on a
reasonable efforts basis, subject to various conditions. The Fund’s shares are offered for sale through the
Distributor at NAV. The Distributor also may enter into selected dealer agreements with other broker-
dealers for the sale and distribution of the Fund’s shares. No arrangement has been made to place funds
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received in an escrow, trust or similar account. The Distributor is not required to sell any specific number
or dollar amount of the Fund’s shares, but will use its reasonable efforts to sell the shares. Shares of the
Fund will not be listed on any national securities exchange and the Distributor will not act as a market
maker in Fund shares.

ALLOCATION OF BROKERAGE

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

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

e the best net price available;
e the reliability, integrity and financial condition of the broker or dealer;
e the size of and difficulty in executing the order; and

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

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

U.S. FEDERAL INCOME TAX MATTERS

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

The Fund intends to elect to be treated and to qualify each year for taxation as a RIC under Subchapter M
of the Code. In order for the Fund to qualify as a RIC, it must meet an income and asset diversification
test each year. If the Fund so qualifies and satisfies certain distribution requirements, the Fund (but not its
shareholders) will not be subject to federal income tax to the extent it distributes its investment company
taxable income and net capital gains (the excess of net long-term capital gains over net short-term capital
loss) in a timely manner to its shareholders in the form of dividends or capital gain distributions. Net
capital gain for a fiscal year is computed by taking into account any capital loss carryforward of the Fund.
As of December 31, 2025, for federal income tax purposes, there were capital loss carryforwards of
$1,313,849. The Code imposes a 4% nondeductible excise tax on RICs, such as the Fund, to the extent
they do not meet certain distribution requirements by the end of each calendar year. The Fund generally
anticipates meeting these distribution requirements.

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

To be treated as a RIC under Subchapter M of the Code, the Fund must also (a) derive at least 90% of its
gross income (the “Income Test”) from dividends, interest, payments with respect to securities loans, net
income from certain publicly traded partnerships and gains from the sale or other disposition of securities
or foreign currencies, or other income (including, but not limited to, gains from options, futures or
forward contracts) derived with respect to the business of investing in such securities or currencies, and
(b) diversify its holdings so that, at the end of each fiscal quarter, (i) at least 50% of the market value of
the Fund’s assets is represented by cash, U.S. government securities and securities of other RICs, and
other securities (for purposes of this calculation, generally limited in respect of any one issuer, to an
amount not greater than 5% of the market value of the Fund’s assets and 10% of the outstanding voting
securities of such issuer) and (i1) not more than 25% of the value of its assets is invested in the securities
of (other than U.S. government securities or the securities of other RICs) any one issuer, two or more
issuers which the Fund controls and which are determined to be engaged in the same or similar trades or
businesses, or the securities of certain publicly traded partnerships.

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

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

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

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

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

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

shareholders.

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

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

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

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

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

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

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

Options, Futures, Forward Contracts and Swap Agreements

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

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

Passive Foreign Investment Companies

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

The Fund also may make an election to mark the gains (and to a limited extent losses) in such holdings
“to the market” as though it had sold and repurchased its holdings in those PFICs on the last day of the
Fund’s taxable year. Such gains and losses are treated as ordinary income and loss. The QEF and mark-
to-market elections may accelerate the recognition of income (without the receipt of cash) and increase
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the amount required to be distributed for the Fund to avoid taxation. Making either of these elections
therefore may require the Fund to liquidate other investments (including when it is not advantageous to do
s0) to meet its distribution requirement, which also may accelerate the recognition of gain and affect the
Fund’s total return.

Foreign Currency Transactions

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

Investment in CLOs

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

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

Investments in other RICs

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

Phantom Income

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

Uncertain Tax Treatment

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

Foreign Taxation

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

In the case of shares held through an intermediary, the intermediary may have taxes withheld even if a
RIC reported all or a portion of a payment as an interest-related or short-term capital gain dividend to
investors. Foreign Investors should contact their intermediaries regarding the application of these rules to
their accounts.

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

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

The Code provides a look-through rule for distributions of FIRPTA gain when a RIC is classified as a
qualified investment entity. A RIC will be classified as a qualified investment entity if, in general, 50% or
more of the RIC’s assets consist of interests in U.S. REITs, USRPIs and other U.S. real property holding
corporations (“USRPHC”). If a RIC (i) is a qualified investment entity and (ii) foreign Investors own 50%
or more (directly or indirectly) of the RIC stock during the applicable testing period under the Code, then
the FIRPTA distribution to the foreign Investor is treated as gain from the disposition of a USRPI,
causing the distribution to be subject to U.S. withholding tax at a rate of 35% (unless reduced by future
regulations), and requiring the foreign Investor to file a nonresident U.S. income tax return. Also, such
gain may be subject to a 30% branch profits tax in the hands of a foreign Investor that is a corporation.
Investors that are U.S. persons and own, directly or indirectly, more than 50% of the Fund could be
required to report annually their “financial interest” in the Fund’s “foreign financial accounts,” if any, on
FinCEN Form 114, Report of Foreign Bank and Financial Accounts (“FBAR”). Investors should consult
a tax advisor, and persons investing in the Fund through an intermediary should consult their
intermediary, regarding the applicability to them of this reporting requirement.

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

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

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

CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES

A principal shareholder is any person who owns (either of record or beneficially) 5% or more of the
outstanding shares of any class of the Fund. A control person is one who owns, either directly or
indirectly more than 25% of the voting securities of the Fund or acknowledges the existence of control. A
control person may be able to determine the outcome of a matter put to a shareholder vote. The name,
address, and percentage of ownership of each control person and principal shareholder as of April 21,
2026 was as follows:

Percentage of

Share Class
Control Person and Principal Shareholder Name and Address Owned
National Financial Services LLC, 499 Washington Blvd., 4" F1., 90.11%
Jersey City, NJ 07310-1995 (Class M)
7.63%
LPL Financial LLC, 4707 Executive Dr., San Diego, CA 92121-3091
Haidi W Huang & Morris M Chen TR, Haidi W Huang Retirement Trust, U/A 100.000%

01/01/2011, 18605 E Gale Ave STE 220, City of Industry, CA 91748-1361 (Class A)

As of April 1, 2026, the Trustees and officers did not own any shares of the Fund.
OTHER INFORMATION

Each share represents a proportional interest in the assets of the Fund. Each share has one vote at
shareholder meetings, with fractional shares voting proportionally, on matters submitted to the vote of
shareholders. There are no cumulative voting rights. Shares do not have pre-emptive or conversion or
redemption provisions. In the event of a liquidation of the Fund, shareholders are entitled to share pro rata
in the net assets of the Fund available for distribution to shareholders after all expenses and debts have
been paid.
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Administrator, Accounting Agent and Transfer Agent. U.S. Bancorp Fund Services, LLC doing
business as U.S. Bancorp Global Fund Services, LLC serves as the administrator, accounting agent and
transfer agent of the Fund.

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

Custodian. U.S. Bank National Association, with principal offices at 800 Nicollet Mall, Minneapolis,
MN 55402-7014, serves as custodian for the Fund. Under a Custody Agreement, U.S. Bank National
Association holds the Fund’s assets in safekeeping and keeps all necessary records and documents
relating to its duties.

Independent Registered Public Accounting Firm. RSM US LLP is the independent registered public
accounting firm for the Fund and audits the Fund’s financial statements and provides other audit, tax, and
related services for the Fund. RSM US LLP is located at 555 17th Street, Suite 1200, Denver, Colorado
80202.

FINANCIAL STATEMENTS
The audited financial statements and related report of RSM US LLP, the Fund’s independent registered
public accounting firm, are contained in the Fund’s annual report to shareholders and are hereby

incorporated by reference thereto. A copy of the Fund’s annual report may be obtained without charge
upon request.
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APPENDIX A

PROXY VOTING AND CORPORATE ACTIONS

The firm’s policy with respect to voting equity proxies or exercising discretion with respect to fixed income
corporate actions is outlined below. In all cases, in circumstances in which we are exercising discretion on
behalf of a Client, that discretion is to be exercised in accordance with our good faith assessment of the best
interests of the Client in light of the proposed vote or action.

Equity proxies
As a general rule, Ellington votes equity proxies for Clients with respect to which the Firm has determined

that the benefit of voting such proxies exceeds the cost of voting them. Factors considered in making this
determination can include: i) the strategy of the Client, ii) the amount of equities traded, iii) the holding
periods for equities positions, iv) whether equities positions are typically long or short, and v) any other
relevant factors.

Equities Clients
Ellington’s policy is to generally presume that voting proxies is a net benefit to Clients who take long equity

positions as a material part of their strategy.

Use of third party proxy service

With respect to equities accounts for which Ellington has determined that the benefit of voting proxies
outweighs the cost of voting those proxies, the Firm expects to employ a third party proxy voting service.
Proxies will be voted by the service in accordance with their then-current guidelines. Though, as discussed
below, the Firm may elect not to vote proxies for quantitative equities clients in cases in which the cost of
such voting outweighs its benefits, a proxy service may nevertheless be engaged for clients pursuing such
strategies in cases in which the terms of the relevant governing documents or agreements require voting of
proxies.

Deviation from proxy service guidelines

For Clients for whom proxies are voted, the recommendation of the proxy service may be overridden on a
case-by-case basis, provided the portfolio manager for the relevant Client has made a determination that it
is in the best interests of the Client to vote contrary to the recommendations of the service. All such votes
must be pre-approved by the CCO or his designee.

Quantitative equities Clients

Notwithstanding the presumption in favor of voting proxies for equities funds, the Firm may determine, on
a case-by-case basis, that the benefit of voting proxies for a particular strategy or Client is outweighed by
the costs. For example, quantitative equities strategies with relatively high turnover and which may take
short positions in the same equities in which they have taken long positions within the previous 30 to 60
days, may derive little benefit from the voting of proxies. Determinations not to vote proxies for such
accounts will be made by the Compliance Committee upon the recommendation of the relevant portfolio
manager, and such determinations will be periodically re-assessed by the Committee. In determining
whether to vote proxies for such Clients, the Committee will also consider the disclosure made or to be
made to the Client or its investors.

Non-equities Clients

Ellington has made a determination that, with the present exception of equities Clients as discussed above,
the holdings of equity securities in accounts managed by Ellington are either non-existent, incidental, or
immaterial relative to the overall size and strategies of such Clients, and that the cost of voting proxies for
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such Clients currently exceeds the expected benefit to those Ellington Clients. Accordingly, Ellington will
not under ordinary circumstances vote proxies relating to equity securities held in such Client accounts.

Discretion to vote equity proxies in accounts not using a proxy service

Notwithstanding a general determination not to vote equity proxies for a particular Client, where the
relevant portfolio manager believes that voting a particular proxy is in the interests of a Client, the portfolio
manager has the discretion to vote such proxy, provided that it is voted in the best interest of the relevant
Client and the vote receives the prior approval of the CCO.

Mitigation of Conflicts of Interest

As discussed above, firm policy it either (i) to make use of a proxy service and require CCO approval of
votes deviating from the recommendation of the proxy service, or (ii) to vote without use of proxy service,
provided the vote receives prior approval of the CCO. In both cases, the CCO’s review and approval is
intended to assist with identification of potential conflicts of interest that may arise in connection with the
vote, and to permit the CCO, in consultation with others as appropriate, to recommend additional conflict
mitigating measures where appropriate, including, for example, seeking review or approval by a client, fund
board, or advisory committee.

Corporate Actions
From time to time the firm receives requests from trustees or issuers for votes or other instructions or actions
(together, “Corporate Actions”) with respect to fixed income securities held by our Clients.

Corporate Actions should be forwarded to Legal and Compliance on a timely basis for review.

Review by Legal and Compliance

An attorney in Legal and Compliance will review Corporate Actions, including review of any documents
to be executed in connection with the Action and consultation with the relevant Portfolio Manager or trading
personnel concerning their assessment of the proposed action and any recommendation they have with
respect to it.

In addition, the CCO will conduct a “conflicts check” to assess whether multiple clients may have
conflicting financial interests in a proposed Action through short positions or investment in multiple levels
of an issuer’s capital structure.

Review by Vice Chairman

After review, Legal and Compliance will forward to Laurence Penn a recommendation with respect to a
proposed Corporate Action. Approved recommendations should be forwarded to the appropriate operations
personnel to ensure timely response.

Corporate Actions which are solely ministerial or administrative in nature and have no anticipated
substantive economic effects on the issuer or its security-holders may be reviewed solely by Legal and
Compliance and need not be submitted to the Vice Chairman for prior review.

Corporate Actions and ERISA Clients

Corporate Actions in which the interests of any Ellington Client deemed an ERISA benefit plan or “look-
through” benefit plan conflict with those of another Ellington Client may, depending upon the facts and
circumstances, be reviewed by an outside or “third-party fiduciary” who is engaged to act on behalf of one
or more Ellington Clients. The CCO will refer potential conflicts involving ERISA Clients to the
Compliance Committee for prior review. The Committee will make a recommendation to the Executive
Committee with respect to whether a third-party fiduciary should be engaged in such circumstances.
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