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This Statement of Additional Information (“SAI”) is not a prospectus, and it should be read in conjunction with the Prospectuses
dated July 31, 2009, as supplemented from time to time, which include Metropolitan West Ultra Short Bond Fund - Class | Shares and
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Administrative Class Shares (the “Low DURATION BOND FUND”), Metropolitan West Intermediate Bond Fund — Class | Shares and Class M
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CA 90025. In this SAI the ULTRA SHORT BOND FUND, the Low DURATION BOND FUND, the INTERMEDIATE BOND FUND, the TOTAL
RETURN BOND FUND, the HIGH YIELD BOND FUND, the STRATEGIC INCOME FUND and the ALPHATRAK 500 FUND may be referred to
collectively as the “Funds” or individually as a “Fund.” Metropolitan West Asset Management, LLC (the “Adviser”) is the investment
adviser to the Funds. Each Fund is a separate series of Metropolitan West Funds (the “Trust”). Incorporated by reference herein are the
financial statements of the Funds contained in the Funds’ Annual Report to Shareholders for the fiscal year ended March 31, 2009,
including the Report of the Independent Registered Public Accounting Firm dated May 26, 2009. Copies of the Funds’ Annual and
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THE TRUST

The Trust was organized on December 9, 1996 as a Delaware statutory trust. The Trust is an open-end, management investment
company currently consisting of seven separate series, each of which has separate assets and liabilities. Each Fund other than the HIGH
YIELD BOND FUND and STRATEGIC INCOME FUND is a diversified fund. Each Fund other than the ALPHATRAK 500 FUND, the Low
DURATION BOND FUND and the TOTAL RETURN BOND FUND has two classes of shares of beneficial interest, with a par value of $0.01 per
share. The Low DURATION BOND FUND and the TOTAL RETURN BOND FUND have an Administrative Class of shares of beneficial interest,
each with a par value of $0.01 per share. The Trust’s Board of Trustees decides matters of general policy and reviews the activities of the
Adviser. The Trust’s officers conduct and supervise the daily business operations of the Trust. The Board of Trustees may, at its own
discretion, create additional series of shares and classes within each series.

INVESTMENT OBJECTIVES AND POLICIES
The investment objective of each Fund is described in the Prospectus.
The portfolio and strategies with respect to the composition of each Fund are described in the Prospectus.
INVESTMENT RESTRICTIONS

Each Fund has adopted the following restrictions (in addition to those indicated in the Prospectus) as fundamental policies, which
may not be changed without the favorable vote of the holders of a “majority” of that Fund’s outstanding voting securities, as defined in the
Investment Company Act of 1940, as amended (the “1940 Act”). Under the 1940 Act, the vote of the holders of a “majority” of a Fund’s
outstanding voting securities means the vote of the holders of the lesser of (i) 67% of the shares of the Fund represented at a meeting at
which the holders of more than 50% of its outstanding shares are represented or (ii) more than 50% of the outstanding shares.

Except as noted, no Fund may:

1. Purchase any security, other than obligations of the U.S. Government, its agencies, or instrumentalities (“U.S.
Government securities™) or mutual funds, if as a result of that purchase: (i) with respect to 75% of its total assets, more
than 5% of the Fund’s total assets (determined at the time of investment) would then be invested in securities of a single
issuer (this policy does not apply to the HIGH Y1ELD BOND FUND or the STRATEGIC INCOME FUND), or (ii) more than 25%
of the Fund’s total assets (determined at the time of investment) would be invested in one or more issuers having their
principal business activities in a single industry.

2. Purchase securities on margin (but any Fund may obtain such short-term credits as may be necessary for the clearance of
transactions and may otherwise borrow as expressly permitted by the Prospectus or this SAI) provided that the deposit or
payment by a Fund of initial or maintenance margin in connection with futures or options is not considered the purchase
of a security on margin.

3. Make short sales of securities or maintain a short position, unless at all times when a short position is open it owns an
equal amount of collateral consisting of liquid securities or such securities or securities convertible into or exchangeable,
without payment of any further consideration, for securities of the same issue as, and equal in amount to, the securities
sold short (short sale against-the-box), and unless not more than 25% of the Fund’s net assets (33 1/3% for the HIGH
Y IELD BOND FUND and STRATEGIC INCOME FUND) (taken at current value) is held as collateral for such sales at any one
time.

4. Issue senior securities, borrow money or pledge its assets, except that any Fund may borrow from a bank for temporary
or emergency purposes in amounts not exceeding 10% (taken at the lower of cost or current value) of its total assets (not
including the amount borrowed) and may pledge its assets to secure such borrowings. The HIGH YI1ELD BOND FUND and
STRATEGIC INCOME FUND may borrow from a bank in amounts not exceeding 33 1/3% of its total assets (including
borrowings) and may pledge its assets to secure such borrowings. The Funds may borrow from banks or enter into
reverse repurchase agreements and pledge assets in connection therewith, but only if, to the extent required by applicable
law, immediately after each borrowing there is asset coverage of at least 300%, except for borrowing for temporary
administrative purposes on an unsecured basis in an amount not to exceed 5% of total assets.

5. Purchase any security (other than U.S. Government securities) if as a result of that purchase, with respect to 75% of the

Fund’s total assets, the Fund would then hold more than 10% of the outstanding voting securities of an issuer (this policy
does not apply to the HIGH YIELD BOND FUND or the STRATEGIC INCOME FUND).
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6. Act as an underwriter except to the extent that, in connection with the disposition of portfolio securities, it may be
deemed to be an underwriter under certain federal securities laws.

7. Make investments for the purpose of exercising control or management. (However, this does not prohibit representatives
of the Fund or the Adviser from participating on creditor’s committees with respect to the Fund’s portfolio investments.)

8. Participate on a joint or joint and several basis in any trading account in securities that would be restricted or prohibited
by the 1940 Act, except to the extent the Fund has received an exemptive order from the Securities and Exchange
Commission (“SEC”) permitting such account or otherwise is in compliance with interpretive guidance from the staff of
the SEC.

9. Invest in commodities, except that the Fund may invest in futures contracts or options on futures contracts to the extent
permitted by the regulations of the Commaodity Futures Trading Commission (“CFTC”) and so that the net aggregate
notional value or obligation of all futures contracts does not exceed the liquidation value of the Fund’s portfolio. (This
exception is an operating policy that may be changed without shareholder approval, consistent with applicable
regulations.)

In addition, the Trust has adopted the following non-fundamental policies, which may be changed without shareholder approval, so
that no Fund will: (a) notwithstanding investment restriction (1) above, purchase any security, other than U.S. Government securities or
mutual funds, if as a result of that purchase, with respect to 100% of that Fund’s total assets, more than 5% of its total assets (determined at
the time of investment) would then be invested in securities of a single issuer (this policy does not apply to the HIGH YIELD BoND FUND and
STRATEGIC INCOME FUND); (b) invest more than 15% of its net assets in illiquid securities, excluding restricted securities eligible for resale
pursuant to Rule 144A under the Securities Act of 1933, as amended (“Securities Act™), that have been determined to be liquid pursuant to
procedures adopted by the Board of Trustees; and (c) purchase securities of other investment companies, except in connection with a
merger, consolidation, reorganization or other acquisition of assets or except as disclosed in the Prospectus or this SAI, but not more than
3% of the total outstanding stock of such company would be owned by the Fund and its affiliates. Notwithstanding the diversification limits
described above, Rule 5b-2 adopted under the 1940 Act allows the Trust and each Fund to disregard for purposes of those limits the total
value of securities issued or guaranteed by a single guarantor so long as the value of all securities owned by a Fund issued or guaranteed by
a common guarantor does not exceed 10 percent of the value of the total assets of that Fund.

SECURITIES AND TECHNIQUES USED BY THE FUNDS

The following provides more detailed information about securities and techniques used by the Funds and the risks associated
with them.

GENERAL

The Funds will attempt to achieve their objectives by investing in the following types of securities (that may be issued by domestic
or foreign entities) such as but not limited to: (i) U.S. Government and agency securities; (ii) corporate debt securities, including bonds,
notes and debentures; (iii) corporate and asset-backed commercial paper; (iv) mortgage and other asset-backed securities, including CMOs
and REMICs (see “Mortgage Related Securities”); (v) variable and floating rate debt securities (including inverse floaters); (vi)
subordinated corporate, mortgage, and asset-backed securities; (vii) structured debentures, bonds and notes; (viii) collateralized bond
obligations (“CBOs™), collateralized loan obligations (“CLOs”) and other collateralized debt obligations (“CDQs”), including CDO equity
and preference shares; (ix) bank certificates of deposit; (x) fixed time deposits and bankers’ acceptances; (xi) money market securities; (xii)
repurchase agreements and reverse repurchase agreements; (xiii) debt securities that are convertible into or exchangeable for equity
securities (“convertible securities”); (xiv) warrants; (xv) preferred and common equity securities; (xvi) obligations of foreign governments
or their subdivisions, agencies and instrumentalities; (xvii) obligations of international agencies (such as the Agency for International
Development) or supranational entities; (xviii) loan participations and assignments; (xix) derivatives (including but not limited to swap
agreements such as credit default swaps, index credit default swaps, total return swaps, interest rate swaps, swaptions and net interest
margins); (xx) privately placed and Rule 144A securities; (xxi) leveraged loans; (xxii) mezzanine investments; (xxiii) futures and options
on futures relating to currencies, indexes and other financial factors; (xxiv) bank loans; or loan participations; (xxv) defaulted debt
securities; (xxvi) dollar rolls; (xxvii) sell buybacks; (xxviii) other mutual funds, including Exchange Traded Funds (“ETFs”), such as
iShares; (xxix) TRAC-X related securities (TRAC-X is an index of credit default swaps);(xxx) unrated securities; (xxxi) municipal bonds
and securities and (xxxii) bridge loans. There is no limitation on the percentage of a Fund’s assets that may be committed to any of these
types of securities, except with regard to non-U.S. securities, futures or options and to the extent that a security may be deemed to be
illiquid. As new fixed income products and securities are developed, the Adviser may invest in those opportunities for the Funds as well.
Generally, the Adviser regards a “bond” as used in the names of the Funds as a security or instrument having one or more of the following
characteristics: a fixed-income security, a security issued at a discount to its face value, a security that pays interest or a security with a
stated principal amount that requires repayment of some or all of that principal amount to the holder of the security. The term bond is
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interpreted broadly by the Adviser as an instrument or security evidencing what is commonly referred to as an “lOU” rather than evidencing
the corporate ownership of equity unless that equity represents an indirect or derivative interest in one or more bonds. Bonds for this
purpose also include instruments that are intended to provide one or more of the characteristics of a direct investment in one or more bonds.

Note that preferred stocks normally differ greatly from common stocks, with which most people are familiar. Although preferred
stock can possess many characteristics of equity, such as the right to convert to common stock, preferred stock often possesses
characteristics of bonds because they operate like debt, plus interest, owed to the owner of the preferred stock.

In addition to the securities above, the ALPHATRAK 500 FUND may invest all of its assets in the following equity derivative
instruments (and in liquid assets backing its investments in these derivatives): (i) S&P 500 Index futures contracts; (ii) Mini S&P 500 Index
futures contracts (“E-Mini”); (iii) options on the S&P 500 Index and S&P futures; (iv) swap agreements involving the S&P 500 Index.
When the above-listed S&P 500 Index derivatives appear to be overvalued relative to the S&P 500 Index, the Fund may invest up to 100%
of its assets in the common stocks that comprise the S&P 500 Index. The Fund likely would not purchase all 500 issues, but probably would
purchase a basket of common stocks represented in the S&P 500 Index that, in the opinion of the Adviser, will substantially track the
movements in the S&P 500 Index. The Fund may also invest up to 25% of its total assets in these stocks indirectly by purchasing interests
in one or more mutual funds, asset pools or trusts that invest in such stocks.

Positions in S&P 500 Index futures and options will be entered into only to the extent they constitute permissible positions for the
Fund according to applicable rules of the CFTC. At times, the Adviser may be constrained in its ability to use S&P 500 Index derivatives
either by requirements of the Internal Revenue Code or by an unanticipated inability to close positions when it would be most advantageous
to do so.

Because each Fund may invest up to 25% of its total assets in mutual funds that invest in stocks or bonds or other “baskets” of
securities (such as ETFS), subject to other limits under applicable law, investors should know that a Fund would pay the additional fees and
expenses of a mutual fund investment. Each Fund also may invest an unlimited amount of its cash in a money market fund. This would
result in an additional layer of management fees and expenses for shareholders in a Fund. To the extent the acquiring Fund pays a sales
load, distribution fee, or service fee on acquired fund shares (if it does), the Adviser must waive a sufficient amount of its advisory fee to
offset the cost of the loads or distribution fees. The Funds also may invest in other affiliated funds to the extent permitted by applicable
rule. Additional information (if applicable) is available in the prospectus.

Each Fund may invest in debt securities or other obligations whose issuers are in default. However, under normal conditions, each
Fund will not invest more than 5% (15% for the HIGH YIELD BOND FUND) of its total assets in debt securities or other obligations whose
issuers are in default at the time of purchase.

A Fund may hold equity securities under certain circumstances, including, but not limited to, the resolution of a default or
bankruptcy of a bond issuer, the entry of an issuer into receivership, a corporate or securities transaction by the issuer that affects securities
held by the Fund, or the exercise by the Fund of conversion or purchase rights associated with a convertible or other fixed-income security
purchased by the Fund. These equity securities may include a wide-range of securities and instruments, including those listed above, that
have risk and other characteristics of stocks or of both stocks and bonds.

By holding and investing in equity securities, a Fund may expose an investor to certain risks that could cause the investor to lose
money, particularly if there is a sudden decline in a holding’s share price or an overall decline in the stock market. Equity securities are not
expected to represent a material portion of a Fund’s portfolio unless the Fund exercises conversion or purchase rights or otherwise receives
equity securities other than through the direct purchase of those equity securities.

The value of an investment in a Fund could decline because of equity securities held by the Fund based on the day-to-day
fluctuation or the decline in their value related to movements in the stock market, as well as in response to the activities of individual
companies. In addition, some of the equity securities that a Fund would obtain as a result of the special circumstances described above
could be subject to restrictions on transfer or sale that may reduce their market value compared to freely tradable securities.
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INVESTMENT STRATEGIES OF THE ALPHATRAK 500 FUND

Under normal market conditions, the Fund will invest in S&P 500 Index futures contracts or S&P 500 swap contracts with a
contractual or “notional” value substantially equal to the Fund’s total assets. While the Fund strives to substantially match the contractual
or “notional” value of the futures contracts held by the Fund to the Fund’s total assets, the Fund may experience operational limitations in
its ability to do so. For example, there may be daily fluctuations in the purchase and redemption cash flow activity of the Fund that cannot
be completely anticipated. There is no guarantee that the Fund’s strategy will achieve positive results.

INVESTMENT STRATEGIES OF THE STRATEGIC INCOME FUND

The Fund expects to employ various strategies, including: relative value/arbitrage strategies; market-timing strategies; event driven
and special situation strategies; long-short or market-neutral equity strategies; and other strategies discussed in the Prospectus. These
strategies are intended to provide absolute (positive) regardless of general market conditions; however, the values of the Fund’s investments
may change with market conditions, and so will the value of an investment in the Fund. There is no guarantee that the Fund’s strategy will
achieve positive results.

RELATIVE VALUE/ARBITRAGE STRATEGIES: Arbitrage strategies include investing both long and short in related securities or
other instruments to take advantage of perceived discrepancies in market prices. Arbitrage strategies typically employ leverage. These
strategies may include, but are not limited to: capital structure arbitrage, which involves seeking out mispriced securities a corporation may
use for funding, and hedging the capital structure of this entity; convertible arbitrage, which is hedged investing in the convertible securities
of a company such as buying the convertible bond and shorting the common stock of the same company; commodities/futures arbitrage,
which involves arbitraging intra and inter-market discrepancies among the various commodity and interest rate futures markets; and fixed
income or interest rate arbitrage, which involves buying long and short different debt securities, interest rate swap arbitrage, and U.S. and
non-U.S. Government bond arbitrage.

MARKET-TIMING STRATEGIES: These strategies are designed to benefit from cyclical relationships that exist in certain markets,
sectors and security types. Examples include: interest rate timing, yield curve relationships and arbitrage, and sector and issue allocations.
Interest rate timing is based on the premise that interest rates have historically exhibited a cyclical pattern. Real interest rates (nominal
interest rates less inflation) have been higher during economic expansions and have decreased as the economy slows. The Adviser uses this
relationship to set the average duration of the Fund to benefit over a full market cycle from changes in interest rates. This investment
process cost-averages the duration of the Fund higher as real interest rates rise beyond their historic normal levels, and cost-averages the
duration lower as real interest rates move lower. At times, the portfolio’s average duration may be negative if real interest rates are
negative. Yield curve relationships and arbitrage presumes that like interest rates, the relationship between bonds of various maturities has
been highly variable across the economic cycle. The Fund seeks to take advantage of these movements both with relative value trades as
described above and by concentrating the portfolio in the historically most undervalued sections of the yield curve. These strategies seek to
benefit from the cyclical changes that occur in the shape of the yield curve. Sector and issue allocation investments are where the Adviser
strives to benefit from cyclical changes between sectors of the fixed income markets. This is accomplished by using relative value and
historical benchmarks to determine when sectors are undervalued. It might be implemented through long-only positions or a combination of
long and short positions. The Adviser will use fundamental research to find individual issuers of securities that the Adviser believes are
undervalued and have high income and the potential for price appreciation. The success of a market-timing strategy is dependent on several
factors, including the Adviser’s ability to accurately predict market events and relationships.

LONG-SHORT OR MARKET-NEUTRAL EQUITY STRATEGIES: These strategies are designed to exploit equity market
inefficiencies and generally involves being simultaneously invested in long and short matched equity portfolios of the same size, usually in
the same sector or market. Under these strategies, the Adviser seeks to hold stocks “long” that the Adviser believes will perform better than
comparable stocks, and sell stocks “short” that the Adviser believes will underperform comparable stocks, drawing on analyses of earnings,
timing, pricing, or other factors. This type of investing may reduce market risk, but effective stock analysis and stock picking is essential to
obtaining positive results.

EVENT DRIVEN AND SPECIAL SITUATION STRATEGIES

Event driven and special situation strategies involve attempting to predict the outcome of a particular transaction as well as the
best time at which to commit capital to such a transaction. These strategies are designed to benefit from price movements caused by
anticipated corporate events such as a merger, acquisition, spin-off, liquidation, reorganization or other special situation. The Funds believe
that carefully selected investments in vehicles related to these events could enhance the Funds’ capital appreciation potential. The success or
failure of these strategies usually depends on whether the Adviser accurately predicts the outcome and timing of the transaction event. Also,
major market declines that could cause transactions to be re-priced or fail, may have a negative impact on the strategy. Investments in
special situations may be illiquid, as determined by the Adviser based on criteria reviewed by the Board. The Funds will not invest more
than 15% of their net assets in illiquid investments, including special situations.
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CREDIT RATINGS

The Prospectus describes the permissible range of credit ratings (generally assigned by a Nationally Recognized Statistical Rating
Organization) for the securities in which each Fund is permitted to invest. Securities rated Baa are considered by Moody’s to have
speculative characteristics. For Baa/BBB rated securities, changes in economic conditions or other circumstances are more likely to lead to
a weakened capacity to make principal and interest payments than is the case with higher grade securities. Securities rated below BBB or
Baa are considered to be below “investment grade” and are judged to be predominantly speculative with respect to their capacity to pay
interest and repay principal in accordance with the terms of their obligations and are commonly known as “junk bonds.” The HIGH YIELD
BoND FUND will invest at least 809% of its total assets in junk bonds if rated as such by at least one of the nationally recognized statistical
rating organizations. The STRATEGIC INCOME FUND may invest up to 25% of its total assets in debt securities rated below investment grade
at the time of purchase.

Unpredicted and unforeseen economic and other external events can affect the credit ratings of portfolio securities, resulting in the
assignment of a lower rating for a security or perhaps resulting in a security not being rated. Such downgrades can, in turn, adversely
impact the average dollar-weighted credit quality of the Fund. This would not require the Fund to sell the security, but the Adviser will
consider such an event (among other factors) in determining whether the Fund should continue to hold the security in the portfolio. The
Adviser may assign credit ratings to unrated securities based on criteria which are, in the Adviser’s opinion, relevant to assessing the credit
quality of the security, such as but not limited to the credit worthiness of the issuer, risk of default, issuer asset valuations, securities with
comparable risk profiles and the issuer’s financial fundamentals, such as revenue. When calculating the average credit quality of a Fund,
the Adviser also may assign a credit rating to equity securities held as a means of assessing the overall portfolio, absent any external
sources.

DURATION

In selecting fixed-income securities for the Funds, the Adviser makes use of the concept of duration. Duration is a measure of the
expected life of a fixed-income security on a present value basis. Most debt obligations provide interest (“coupon”) payments in addition to
afinal (“par”) payment at maturity. Some obligations also have call provisions. Depending on the relative magnitude of these payments, the
market values of debt obligations may respond differently to changes in the level and structure of interest rates. Duration takes the length of
time intervals between the present time and the time that the interest and principal payments are scheduled or, in the case of a
mortgage-backed, asset-backed, or callable bond, expected to be received, and weights them by the present values of the cash to be received
at each future point in time.

For any fixed-income security with interest payments occurring before the payment of principal, duration is ordinarily less than
maturity. In general, all other things being equal, the lower the stated or coupon rate of interest of a fixed-income security, the longer the
duration of the security; conversely, the higher the stated or coupon rate of interest of a fixed-income security, the shorter the duration of the
security. There are some situations where even the standard duration calculation does not properly reflect the interest rate exposure of a
security. In these and other similar situations, the Adviser will use more sophisticated analytical techniques that incorporate the economic
life of a security into the determination of its interest rate exposure. A Fund’s computation of duration is based on estimated rather than
known factors. Thus, there can be no assurance that a particular portfolio duration will at all times be achieved by a Fund.

Futures, options and options on futures have durations, which, in general, are closely related to the duration of the securities which
underlie them. Holding long futures or call option positions will lengthen a Fund’s duration by approximately the same amount that holding
an equivalent amount of the underlying securities would.

Short futures or put option positions have durations roughly equal to the negative of the duration of the securities that underlie
those positions, and have the effect of reducing portfolio duration by approximately the same amount that selling an equivalent amount of
the underlying securities would.

There are some situations where even the standard duration calculation does not properly reflect the interest rate exposure of a
security. For example, floating and variable rate securities often have final maturities of ten or more years; however, their interest rate
exposure corresponds to the frequency that coupon is reset. Another example where the interest rate exposure is not properly captured by
duration is the case of mortgage pass-through securities. The stated final maturity of such securities is generally 30 years, but current
prepayment rates are more critical in determining the securities’ interest rate exposure. In these and other similar situations, the Adviser will
use more sophisticated analytical techniques that incorporate the economic life of a security into the determination of its interest rate
exposure.

Assuming an expected average duration of 0.75 years for the ULTRA SHORT BOND FUND or ALPHATRAK 500 FUND, a 1% decline in
interest rates would cause each Fund to gain 0.75% in value; likewise, a 1% rise in interest would produce a decline of 0.75% in each
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Fund’s value. It should be noted, however, that the above assumptions (regarding the ALPHATRAK 500 FUND) do not reflect any changes in
S&P 500 Index futures contracts, other derivatives or S&P 500 Index stocks that may be held by the Fund. Assuming an expected average
duration of 2 years for the Low DURATION BOND FUND, INTERMEDIATE BOND FUND OR THE STRATEGIC INCOME FUND, a 1% decline in
interest rates would cause each Fund to gain 2% in value; likewise, a 1% rise in interest rates would produce a decline of 2% in each Fund’s
value. Assuming an expected average duration of 4.5 years for the TOTAL RETURN BOND FUND, a 1% decline in interest rates would cause
the Fund to gain 4.5% in value; likewise, a 1% rise in interest rates would produce a decline of 4.5% in the Fund’s value. Assuming an
expected average duration of 4 years for the HIGH Y1ELD BOND FUND, a 1% decline in interest rates would cause the Fund to gain 4% in
value; likewise a 1% rise in interest would produce a decline of 4% in the Fund’s value. Other factors such as changes in credit quality,
prepayments, the shape of the yield curve and liquidity affect the net asset value of the Funds and may be correlated with changes in interest
rates. These factors can increase swings in the Fund’s share prices during periods of volatile interest rate changes.

RISK FACTORS RELATING TO INVESTING IN HIGH-YIELD SECURITIES (*JUNK BONDS”)

Investments in securities rated below investment grade that are eligible for purchase by the Funds, and in particular the HIGH
YIELD BOND FUND, are described as speculative by both Moody’s and S&P. Lower-rated or unrated (i.e., high-yield or “junk bond”)
securities are more likely to react to developments affecting market risk (such as interest rate sensitivity, market perception of
creditworthiness of the issuer and general market liquidity) and credit risk (such as the issuer’s inability to meet its obligations) than are
more highly rated securities, which react primarily to movements in the general level of interest rates. The Adviser considers both credit risk
and market risk in making investment decisions for the Funds. Investors should carefully consider the relative risk of investing in high-yield
securities and understand that such securities are not generally meant for short-term trading. These high-yield securities are regarded as
predominantly speculative with respect to the issuer’s continuing ability to meet principal and interest payments. Analysis of the
creditworthiness of issuers of debt securities that are high-yield may be more complex than for issuers of higher quality debt securities.

High-yield securities may be more susceptible to real or perceived adverse economic and competitive industry conditions than
investment grade securities. The prices of high yield securities have been found to be less sensitive to interest-rate changes than higher-
rated investments, but more sensitive to adverse economic downturns or individual corporate developments. A projection of an economic
downturn or of a period of rising interest rates, for example, could cause a decline in high yield security prices because the advent of a
recession could lessen the ability of a highly leveraged company to make principal and interest payments on its debt securities. If an issuer
of high-yield securities defaults, in addition to risking payment of all or a portion of interest and principal, the Funds investing in such
securities may incur additional expenses to seek recovery. In the case of high-yield securities structured as zero-coupon or pay-in-kind
securities, their market prices are affected to a greater extent by interest rate changes, and therefore tend to be more volatile than securities
that pay interest periodically and in cash. The Adviser seeks to reduce these risks through diversification, credit analysis and attention to
current developments and trends in both the economy and financial markets.

The amount of high-yield securities outstanding proliferated in the 1980°s in conjunction with the increase in merger and
acquisition and leveraged buyout activity. Under adverse economic conditions, there is a risk that highly leveraged issuers may be unable to
service their debt obligations upon maturity. In addition, the secondary market for high-yield securities, which is concentrated in relatively
few market makers, may not be as liquid as the secondary market for more highly rated securities. Adverse publicity and investor
perceptions, whether or not based on fundamental analysis, may decrease the values of high-yield securities, especially in a thinly traded
market. Under adverse market or economic conditions, the secondary market for high-yield securities could contract further, independent of
any specific adverse changes in the condition of a particular issuer. As a result, the Adviser could find it more difficult to sell these
securities or may be able to sell the securities only at prices lower than if such securities were widely traded. Prices realized upon the sale of
such lower-rated or unrated securities, under these circumstances, may be less than the prices used in calculating the Funds’ net asset value.
Additionally, when secondary markets for high-yield securities are less liquid than the market for higher grade securities, it may be more
difficult to value the securities because valuation may require more research, and elements of judgment may play a greater role in the
valuation because there is less reliable, objective data available.

The use of credit ratings as the sole method of evaluating high-yield securities can involve certain risks. For example, credit
ratings evaluate the safety of principal and interest payments, not the market value risk of high-yield securities. Also, credit rating agencies
may fail to change credit ratings in a timely fashion to reflect events since the security was last rated. The Adviser does not rely solely on
credit ratings when selecting securities for the Funds, and develops its own independent analysis of issuer credit quality. If a credit rating
agency changes the rating of a portfolio security held by a Fund, the Fund may retain the portfolio security if the Adviser deems it in the
best interest of shareholders.

Lower-rated or unrated debt obligations present risks based on payment expectations. If an issuer calls the obligation for
redemption, a Fund may have to replace the security with a lower yielding security, resulting in a decreased return for investors. If a Fund
experiences unexpected net redemptions, it may be forced to sell its higher- rated securities, resulting in a decline in the overall credit
quality of the Fund’s portfolio and increasing the exposure of the Fund to the risks of high-yield securities.
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PARTICIPATION ON CREDITOR COMMITTEES: Representatives of a Fund (in particular — but not limited to - the HIGH
YIELD BoND FUND) or the Adviser may from time to time participate on committees formed by creditors to negotiate with the management
of financially troubled issuers of securities held by the Fund. Such participation may subject a Fund to expenses such as legal fees and may
make a Fund an “insider” of the issuer for purposes of the federal securities laws, and therefore may restrict such Fund’s ability to trade in
or acquire additional positions in a particular security when it might otherwise desire to do so. Participation by a Fund on such committees
also may expose the Fund to potential liabilities under the federal bankruptcy laws or other laws governing the rights of creditors and
debtors. A Fund will participate on such committees only when the Adviser believes that such participation is necessary or desirable to
enforce the Fund’s rights as a creditor or to protect the value of securities held by the Fund.

REPURCHASE AGREEMENTS

Each Fund may enter into repurchase agreements involving U.S. Government securities or other collateral including
mortgage-related products or corporate securities with commercial banks or broker-dealers, whereby the seller of a security agrees to
repurchase the security from the Fund on an agreed-upon date in the future. While each Fund intends to be fully collateralized as to such
agreements, and the collateral will be marked to market daily, if the person obligated to repurchase from the Fund defaults, there may be
delays and expenses in liquidating the securities subject to the repurchase agreement, a decline in their value and a loss of interest income.

A repurchase transaction occurs when, at the time a Fund purchases a security, that Fund also resells it to a vendor (normally a
commercial bank or broker-dealer) and must deliver the security (and/or securities substituted for them under the repurchase agreement) to
the vendor on an agreed-upon date in the future. Such securities, including any securities so substituted, are referred to as the “Resold
Securities.” The resale price is in excess of the purchase price in that it reflects an agreed-upon market interest rate effective for the period
of time during which the Fund’s money is invested in the Resold Securities. The majority of these transactions run from day to day, and the
delivery pursuant to the resale typically will occur within one to five days of the purchase. The Fund’s risk is limited to the ability of the
vendor to pay the agreed-upon sum at the delivery date; in the event of bankruptcy or other default by the vendor, there may be possible
delays and expenses in liquidating the instrument purchased, decline in its value and loss of interest. The Adviser will consider the
creditworthiness of any vendor of repurchase agreements. Repurchase agreements can be considered as loans “collateralized” by the Resold
Securities, and are defined as “loans” in the 1940 Act. The return on such collateral may be more or less than that from the repurchase
agreement. The Resold Securities will be marked to market every business day so that the value of the collateral is at least equal to the value
of the loan, including the accrued interest earned thereon. All Resold Securities will be held by the Fund’s custodian either directly or
through a securities depository (tri-party repurchase agreement) or the Federal Reserve book-entry system.

REVERSE REPURCHASE AGREEMENTS

The Funds may enter into reverse repurchase agreements, whereby a Fund sells securities concurrently with entering into an
agreement to repurchase those securities at a later date at a fixed price. During the reverse repurchase agreement period, the Fund continues
to receive principal and interest payments on those securities. Reverse repurchase agreements are speculative techniques involving leverage
and are considered borrowings by the Fund for purposes of the percentage limitations applicable to borrowings.

DOLLAR ROLLS

The Funds also may enter into dollar roll transactions in which the Funds sell a fixed income security for delivery in the current
month and simultaneously contracts to purchase substantially similar (same type, coupon and maturity) securities at an agreed upon future
time. By engaging in a dollar roll transaction, the Funds forego principal and interest paid on the security that is sold, but receive the
difference between the current sales price and the forward price for the future purchase. The Funds would also be able to earn interest on
the income that is received from the initial sale. The obligation to purchase securities on a specified future date involves the risk that the
market value of the securities that the Funds are obligated to purchase may decline below the purchase price. In addition, in the event the
other party to the transaction files for bankruptcy, becomes insolvent or defaults on its obligation, the Funds may be adversely affected.

SALE-BUYBACKS

The Funds also may effect simultaneous purchase and sale transactions that are known as “sale-buybacks.” A sale-buyback is
similar to a reverse repurchase agreement, except that in a sale-buyback, the counterparty who purchases the security is entitled to receive
any principal or interest payments made on the underlying security pending settlement of the Fund’s repurchase of the underlying security.
A Fund’s obligations under a sale-buyback typically would be offset by liquid assets equal in value to the amount of the Fund’s forward
commitment to repurchase the subject security.
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U.S. GOVERNMENT SECURITIES

The Funds may invest in U.S. Government securities. U.S. Government securities include direct obligations issued by the United States
Treasury, such as Treasury bills, certificates of indebtedness, notes, bonds and component parts of notes or bonds (including the principal of
such obligations or the interest payments scheduled to be paid on such obligations). U.S. Government securities also can include securities
issued or guaranteed by U.S. Government agencies and instrumentalities that issue or guarantee securities, including, but not limited to, the
Federal National Mortgage Association (“FNMA”), Government National Mortgage Association (“GNMA”), Federal Home Loan Banks,
Federal Financing Bank, Student Loan Marketing Association. Federal Home Loan Mortgage Corporation (“FHLMC”), Federal
Intermediate Credit Banks, Federal Land Banks, Tennessee Valley Authority, Inter-American Development Bank, Asian Development
Bank and the International Bank for Reconstruction and Development. Certain of these entities are U.S. Government Sponsored Enterprises
(“GSE”). Although the securities of these GSEs, and others like them, may be chartered or sponsored by Acts of Congress, their securities
are neither issued nor guaranteed by the United States Treasury. For example, FNMA’s guarantee is supported by its ability to borrow from
the U.S. Treasury, while FHLMC’s guarantee is backed by reserves set aside to protect holders against losses due to default. In September
2008, the Federal Housing Finance Agency placed FNMA and the FHLMC into conservatorship to control their operations. Certain
financing arrangements were put in place to support their bonds, but they are not backed by the full faith and credit of the U.S. Government.
Also included as U.S. Government securities are bank-issued debt instruments that are guaranteed by the Federal Deposit Insurance
Corporation (FDIC) under its Temporary Liquidity Guarantee Program, which is backed by the full faith and credit of the U.S. Government.

Except for U.S. Treasury securities, obligations of U.S. Government agencies and instrumentalities may or may not be supported
by the full faith and credit of the United States. Some are backed by the right of the issuer to borrow from the Treasury; others by
discretionary authority of the U.S. Government to purchase the agencies’ obligations; while still others, such as the Student Loan Marketing
Association, are supported only by the credit of the instrumentality. In the case of securities not backed by the full faith and credit of the
United States, the investor must look principally to the agency or instrumentality issuing or guaranteeing the obligation for ultimate
repayment, and may not be able to assert a claim against the United States itself in the event the agency or instrumentality does not meet its
commitment. Each Fund will invest in securities of such instrumentality only when the Adviser is satisfied that the credit risk with respect
to that instrumentality is acceptable.

Among the U.S. Government securities that may be purchased by the Funds are certain “mortgage-backed securities” of GNMA,
the Federal Home Loan Mortgage Corporation (“FHLMC”) and FNMA.. See the discussion under “Mortgage-Related Securities.”

The Funds may invest in component parts of the U.S. Treasury notes or bonds, namely, either the principal of such Treasury
obligations or one of the interest payments scheduled to be paid on such obligations. These obligations may take the form of (i) Treasury
obligations from which the interest coupons have been stripped, (ii) the interest coupons that are stripped, (iii) book-entries at a Federal
Reserve member bank representing ownership of Treasury obligation components, or (iv) receipts evidencing the component parts
(principal or interest) of Treasury obligations that have not actually been stripped. Such receipts evidence ownership of component parts of
Treasury obligations (principal or interest) purchased by a third party (typically an investment banking firm) and held on behalf of the third
party in physical or book-entry form by a major commercial bank or trust company pursuant to a custody agreement with the third party.
These custodial receipts are known by various names, including “Treasury Receipts,” “Treasury Investment Growth Receipts” (TIGRs) and
“Certificates of Accrual on Treasury Securities” (CATS), and are not issued by the U.S. Treasury, therefore they are not U.S. Government
securities, although the underlying bonds represented by these receipts are debt obligations of the U.S. Treasury.

CORPORATE DEBT AND OTHER OBLIGATIONS

The Funds may invest in corporate debt securities, variable and floating rate debt securities and corporate commercial paper in the
rating categories described above. Floating rate securities normally have a rate of interest which is set as a specific percentage of a
designated base rate, such as the rate on Treasury bonds or bills or the prime rate at a major commercial bank. The interest rate on floating
rate securities changes periodically when there is a change in the designated base rate. Variable rate securities provide for a specified
periodic adjustment in the interest rate based on prevailing market rates.

The Funds may invest in corporate debt securities with contractual call provisions that permit the seller of the security to
repurchase the security at a pre-determined price. The market price typically reflects the presence of a call provision.

The Funds may invest in structured debentures and structured notes. These are hybrid instruments with characteristics of both
bonds and swap agreements. Like a bond, these securities make regular coupon payments and generally have fixed principal amounts.
However, the coupon payments are typically tied to a swap agreement which can be affected by changes in a variety of factors such as
exchange rates, the shape of the yield curve and foreign interest rates. Because of these factors, structured debentures and structured notes
can display price behavior that is more volatile than and often not correlated to other fixed-income securities.
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The Funds may also invest in inverse floaters and tiered index bonds. An inverse floater is a type of derivative that bears a floating
or variable interest rate that moves in the opposite direction to the interest rate on another security or index level. Changes in the interest
rate of the other security or index inversely affect the residual interest rate paid on the inverse floater, with the result that the inverse
floater’s price will be considerably more volatile than that of a fixed-rate bond. Tiered index bonds are also a type of derivative instrument.
The interest rate on a tiered index bond is tied to a specified index or market rate. So long as this index or market rate is below a
predetermined “strike” rate, the interest rate on the tiered index bond remains fixed. If, however, the specified index or market rate rises
above the “strike” rate, the interest rate on the tiered index bond will decrease. In general, the interest rates on tiered index bonds and
inverse floaters move in the opposite direction of prevailing interest rates. The market for inverse floaters and tiered index bonds is
relatively new. These corporate debt obligations may have characteristics similar to those of mortgage-related securities, but corporate debt
obligations, unlike mortgage-related securities, are not subject to prepayment risk other than through contractual call provisions which
generally impose a penalty for prepayment.

A Fund’s investments in U.S. dollar or foreign currency-denominated corporate debt securities of domestic or foreign issuers are
limited to corporate debt securities (corporate bonds, debentures, notes or other similar corporate debt instruments) which meet the
minimum ratings criteria set forth for the Fund, or, if unrated, which are in the Adviser’s opinion comparable in quality to corporate debt
securities in which the Fund may invest. These criteria are described in the Prospectus. The rate of return or return of principal on some
debt obligations may be linked or indexed to the level of exchange rates between the U.S. dollar and a foreign currency or currencies.

DELAYED FUNDING LOANS AND REVOLVING CREDIT FACILITIES

The Funds may enter into, or acquire participations in, delayed funding loans and revolving credit facilities, in which a lender
agrees to make loans up to a maximum amount upon demand by the borrower during a specified term. These commitments may have the
effect of requiring a Fund to increase its investment in a company at a time when it might not otherwise decide to do so (including at a time
when the company’s financial condition makes it unlikely that such amounts will be repaid). To the extent that a Fund is committed to
advance additional funds, it will segregate assets determined to be liquid by the Adviser in accordance with procedures established by the
Board of Trustees in an amount sufficient to meet such commitments. Delayed funding loans and revolving credit facilities are subject to
credit, interest rate and liquidity risk of being a lender.

CONVERTIBLE SECURITIES

The Funds may invest in convertible securities of domestic or foreign issuers that meet the ratings criteria set forth in the
Prospectus. A convertible security is a fixed-income security (a bond or preferred stock) which may be converted at a stated price within a
specific period of time into a certain quantity of common stock or other equity securities of the same or a different issuer. Convertible
securities rank senior to common stock in a corporation’s capital structure but are usually subordinated to similar non-convertible securities.
While providing a fixed-income stream (generally higher in yield than the income derivable from common stock but lower than that
afforded by a similar non-convertible security), a convertible security also offers an investor the opportunity, through its conversion feature,
to participate in the capital attendant upon a market price advance in the convertible security’s underlying common stock.

In general, the market value of a convertible security is at least the higher of its “investment value” (i.e., its value as a fixed-income
security) or its “conversion value” (i.e., its value upon conversion into its underlying stock). As a fixed-income security, a convertible
security tends to increase in market value when interest rates decline and tends to decrease in value when interest rates rise. However, the
price of a convertible security is also influenced by the market value of the security’s underlying stock. The price of a convertible security
tends to increase as the market value of the underlying stock rises, whereas it tends to decrease as the market value of the underlying stock
declines. While no securities investment is without some risk, investments in convertible securities generally entail less risk than
investments in the stock of the same issuer.

With respect to the STRATEGIC INCOME FUND, because the investment characteristics of each convertible security vary, that variety
enables the Fund to use convertible securities in different ways to pursue its investment objective of maximizing long-term total return
without tracking any particular markets or indices. For example, the Fund can invest in: convertible securities that provide a relatively high
level of income, with less appreciation potential; convertible securities that have high appreciation potential and a relatively low level of
income; or convertible securities that provide some combination of both income and appreciation potential.

WARRANTS TO PURCHASE SECURITIES

The HIGH YIELD BOND FUND and STRATEGIC INCOME FUND may invest in or acquire warrants to purchase equity or fixed income
securities. Bonds with warrants attached to purchase equity securities have many characteristics of convertible bonds and their prices may,
to some degree, reflect the performance of the underlying stock. Bonds also may be issued with warrants attached to purchase additional
fixed income securities at the same coupon rate. A decline in interest rates would permit the Funds to buy additional bonds at the favorable
rate or to sell the warrants at a profit. If interest rates rise, the warrants would generally expire with no value.
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LOANS OF PORTFOLIO SECURITIES

ULTRA SHORT BOND FUND, the INTERMEDIATE BOND FUND, the TOTAL RETURN BOND FUND, the HIGH YIELD BOND FUND, the
STRATEGIC INCOME FUND and the ALPHATRAK 500 FUND are authorized to lend their portfolio securities in an effort to increase the return
and income on the Fund’s portfolio. A Fund that loans portfolio securities will typically loan those securities to well-known and recognized
U.S. and foreign brokers, dealers and banks. These loans, if and when made, may not exceed one-third of the value of the Fund’s total
assets. The Funds’ loans of securities will be collateralized by cash, letters of credit, government securities or qualifying liquid securities.
The Funds will retain the right to all interest and dividends payable with respect to the loaned securities. If a Fund lends its portfolio
securities it may charge the borrower a negotiated fee and retain the ability to terminate the loan at any time. In lending securities, a Fund
will be subject to risks, including the potential inability to recall the loaned securities should the borrower fail financially, and the possible
loss in market value of the collateral. While voting rights on the loaned securities may pass to the borrower, the Trust’s Board of Trustees
must be able to terminate the loan and regain the right to vote the securities if a material event adversely affecting the investment occurs.

WHEN-ISSUED SECURITIES

The Funds may purchase securities on a when-issued or delayed-delivery basis, generally in connection with an underwriting or
other offering. When-issued and delayed-delivery transactions occur when securities are bought with payment for and delivery of the
securities scheduled to take place at a future time, beyond normal settlement dates, generally from 15 to 45 days after the transaction. The
price that the Fund is obligated to pay on the settlement date may be different from the market value on that date. While securities may be
sold prior to the settlement date, the Funds intend to purchase such securities with the purpose of actually acquiring them, unless a sale
would be desirable for investment reasons. At the time the Fund makes a commitment to purchase a security on a when-issued basis, it will
record the transaction and reflect the value of the security each day in determining the Fund’s net asset value. The Fund will also designate
liquid securities, marked-to-market daily, equal in value to its obligations for when-issued securities.

SHORT SALES

If a Fund anticipates that the price of a security will decline, it may sell the security “short” and borrow the same security from a
broker or other institution to complete the sale. The Fund may make a profit or loss depending upon whether the market price of the security
decreases or increases between the date of the short sale and the date on which the Fund must replace the borrowed security. Until the
security is replaced, the Fund generally is required to pay to the lender amounts equal to any interest which accrues during the period of the
loan. To borrow the security, the Fund also may be required to pay a premium, which would also increase the cost of the security sold. The
proceeds of the short sale will be retained by the broker (or by the Fund’s custodian in a special custody account), to the extent necessary to
meet the margin requirements, until the short position is closed out.

Until the Fund closes its short position or replaces the borrowed security, the Fund will designate liquid securities at such a level
that (i) the amount deposited in the account plus the amount deposited with the broker as collateral will equal the current value of the
security sold short and (ii) the amount designated plus the amount deposited with the broker as collateral will not be less than the market
value of the security at the time it was sold short.

The HIGH YIELD BOND FUND and STRATEGIC INCOME FUND may not make short sales of securities or maintain a short position if
the value of the short position would exceed 33 1/3% of the Fund’s total assets (taken at current value). Each of the other Funds may not
make short sales of securities or maintain a short position if more than 25% of the Fund’s net assets (taken at current value) are held as
collateral for such sales at any one time.

MORTGAGE-RELATED SECURITIES

The Funds may invest in residential or commercial mortgage-related securities, including mortgage pass-through securities,
collateralized mortgage obligations (“CMOs”), adjustable rate mortgage securities, CMO residuals, stripped mortgage-related securities,
floating and inverse floating rate securities and tiered index bonds. CMQOs and other mortgage-related securities that are issued or
guaranteed by the U.S. Government or by any of its agencies or instrumentalities will be considered U.S. Government securities for
purposes of applying a Fund’s diversification tests. Generally, the entity that has the ultimate responsibility for the payment of interest and
principal on a security is deemed to be the issuer of an obligation.

MORTGAGE PASS-THROUGH SECURITIES: Mortgage pass-through securities represent interests in pools of mortgages in
which payments of both principal and interest on the securities are generally made monthly, in effect “passing through” monthly payments
made by borrowers on the residential or commercial mortgage loans which underlie the securities (net of any fees paid to the issuer or
guarantor of the securities). Mortgage pass-through 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. Early payment of principal on mortgage
pass-through securities (arising from prepayments of principal due to the sale of underlying property, refinancing, or foreclosure, net of fees
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and costs which may be incurred) may expose a Fund to a lower rate of return upon reinvestment of principal. Also, if a security subject to
repayment has been purchased at a premium, in the event of prepayment, the value of the premium would be lost.

There are currently three types of mortgage pass-through securities, (i) those issued by the U.S. Government or one of its agencies
or instrumentalities, such as the Government National Mortgage Association (“GNMA”), the Federal National Mortgage Association
(“FNMA”) and the Federal Home Loan Mortgage Corporation (“FHLMC”); (ii) those issued by private issuers that represent an interest in
or are collateralized by pass-through securities issued or guaranteed by the U.S. Government or one of its agencies or instrumentalities; and
(iii) those issued by private issuers that represent an interest in or are collateralized by whole mortgage loans or pass-through securities
without a government guarantee but usually having some form of private credit enhancement.

GNMA is a wholly-owned United States Government corporation within the Department of Housing and Urban Development.
GNMA is authorized to guarantee, with the full faith and credit of the United States Government, the timely payment of principal and
interest on securities issued by the institutions approved by GNMA (such as savings and loan institutions, commercial banks and mortgage
banks), and backed by pools of FHA-insured or VA-guaranteed mortgages.

Obligations of FNMA and FHLMC are not backed by the full faith and credit of the United States Government. In the case of
obligations not backed by the full faith and credit of the United States Government, a Fund must look principally to the agency issuing or
guaranteeing the obligation for ultimate repayment. FNMA and FHLMC may borrow from the U.S. Treasury to meet their obligations, but
the U.S. Treasury is under no obligation to lend to FNMA or FHLMC.

Private mortgage pass-through securities are structured similarly to GNMA, FNMA and FHLMC mortgage pass-through securities
and are issued by originators of and investors in mortgage loans, including depository institutions, mortgage banks, investment banks and
special purpose subsidiaries of the foregoing. Pools created by private mortgage pass-through 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
private 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. The insurance and guarantees are issued by
governmental entities, private insurers and the mortgage poolers. The insurance and guarantees and the credit worthiness of the issuers
thereof will be considered in determining whether a mortgage-related security meets the Funds’ 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.
Private mortgage pass-through securities may be bought without insurance or guarantees if, through an examination of the loan experience
and practices of the originator/services and poolers, the Adviser determines that the securities meet the Funds’ quality standards.

COLLATERALIZED MORTGAGE OBLIGATIONS: CMOs, including CMOs that have elected to be treated for federal income tax
purposes as Real Estate Mortgage Investment Conduits (“REMICs™), are hybrid instruments with characteristics of both bonds and
mortgage pass-through securities. CMOs are debt obligations collateralized by residential or commercial mortgage loans or residential or
commercial mortgage pass-through securities. Interest and prepaid principal are generally paid monthly. CMOs may be collateralized by
whole mortgage loans or private mortgage pass-through securities but are more typically collateralized by portfolios of mortgage
pass-through securities guaranteed by GNMA, FHLMC or FNMA.. The issuer of a series of CMOs may elect to be treated for tax purposes
as a REMIC. All future references to CMOs shall also be deemed to include REMICs.

CMOs are structured into multiple classes, each bearing a different stated maturity. Monthly payment of principal received from
the pool of underlying mortgages, including prepayments, is first returned to investors holding the shortest maturity class. Investors holding
the longer maturity classes usually receive principal only after shorter classes have been retired. An investor may be partially protected
against a sooner than desired return of principal because of the sequential payments.

Certain issuers of CMOs are not considered investment companies pursuant to a rule recently adopted by the SEC, and the Funds
may invest in the securities of such issuers without the limitations imposed by the 1940 Act on investments by the Fund in other investment
companies. In addition, in reliance on an earlier SEC interpretation, the Fund’s investments in certain other qualifying CMOs, which cannot
or do not rely on the rule, are also not subject to the limitation of the 1940 Act on acquiring interests in other investment companies. In
order to be able to rely on the SEC’s interpretation, issuers of these CMOs must be unmanaged, fixed asset issuers, that (a) invest primarily
in mortgage-backed securities, (b) do not issue redeemable securities, (¢) operate under general exemptive orders exempting them from all
provisions of the 1940 Act and (d) are not registered or regulated under the 1940 Act as investment companies. To the extent that the Funds
select CMOs that cannot rely on the rule or do not meet the above requirements, the Funds may not invest more than 10% of their assets in
all such entities and may not acquire more than 3% of the voting securities of any single entity.

The Funds also may invest in, among other things, parallel pay CMOs, Planned Amortization Class CMOs (“PAC bonds”),
sequential pay CMOs, and floating rate CMOs. Parallel pay CMOs are structured to provide payments of principal on each payment date to
more than one class. PAC bonds generally require payments of a specified amount of principal on each payment date. Sequential pay
CMOs generally pay principal to only one class while paying interest to several classes. Floating rate CMOs are securities whose coupon
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rate fluctuates according to some formula related to an existing mortgage index or rate. Typical indices would include the Eleventh District
Cost-of-Funds Index, the London Interbank Offered Rate, one-year Treasury yields, and ten-year Treasury yields.

ADJUSTABLE RATE MORTGAGE SECURITIES: Adjustable rate mortgage securities (“ARMSs”) are pass-through securities
collateralized by mortgages with adjustable rather than fixed rates. ARMs eligible for inclusion in a mortgage pool generally provide for a
fixed initial mortgage interest rate for either the first three, six, twelve, thirteen, 36, or 60 scheduled monthly payments. Thereafter, the
interest rates are subject to periodic adjustment based on changes to a designated benchmark index.

The ARMSs contain maximum and minimum rates beyond which the mortgage interest rate may not vary over the lifetime of the
security. In addition, certain ARMs provide for additional limitations on the maximum amount by which the mortgage interest may be
adjusted for any single adjustment period. In the event that market rates of interest rise more rapidly to levels above that of the ARM’s
maximum rate, the ARM’s coupon may represent a below market rate of interest. In these circumstances, the market value of the ARM
security will likely have fallen.

Some ARMs contain limitations on changes in the required monthly payment. In the event that a monthly payment is not sufficient
to pay the interest accruing on an ARM, any such excess interest is added to the principal balance of the mortgage loan, which is repaid
through future monthly payments. If the monthly payment for such an instrument exceeds the sum of the interest accrued at the applicable
mortgage interest rate and the principal payment required at such point to amortize the outstanding principal balance over the remaining
term of the loan, the excess is then utilized to reduce the outstanding principal balance of the ARM.

CMO RESIDUALS: CMO residuals are derivative 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 CMOs is applied first to make required payments of
principal and interest on the CMOs and second to pay the related administrative expenses 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 part, the yield to maturity on
the 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-related securities. See “Stripped Mortgage- Related Securities” 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 sensitive to
changes in the level of the index upon which interest rate adjustments are based. As described below with respect to stripped
mortgage-related securities, in certain circumstances a Fund may fail to recoup 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. The CMO residual market has recently developed and CMO residuals currently may not have the liquidity of other more
established securities trading in other markets. Transactions in CMO residuals are generally completed only after careful review of the
characteristics of the securities in question. In addition, CMO residuals may or, pursuant to an exemption, 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, and may be deemed “illiquid” and subject to a Fund’s limitations on investment in illiquid securities.

STRIPPED MORTGAGE-RELATED SECURITIES: Stripped mortgage-related securities (“SMRS”) are derivative multi- class
mortgage securities. SMRS 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.

SMRS 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 SMRS will have one class receiving some of the interest and most of the principal from the mortgage
assets, while the other class will receive most of the interest and the remainder of the principal. In the most extreme case, one class will
receive all of the interest, (the “IO” class), while the other class will receive the entire principal (the principal-only or “PO” class). The yield
to maturity on an 10 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 a Fund’s yield to maturity from these
securities. If the underlying mortgage assets experience greater than anticipated prepayments of principal, a Fund may fail to fully recoup its
initial investment in these securities even if the security is in one of the highest rating categories.

SMRS are purchased and sold by institutional investors through several investment banking firms acting as brokers or dealers.
Although the market for these securities is increasingly liquid, the Adviser may determine that certain stripped mortgage-backed securities
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issued by the U. S. government, its agencies or instrumentalities are not readily marketable. If so, these securities, together with privately-
issued stripped mortgage- backed securities, will be considered illiquid and subject to a Fund’s limitations on investment in illiquid
securities. Whether a particular U. S. government-issued 10 or PO backed by fixed-rate mortgages is liquid is assessed on a case by case
basis under guidelines and standards established by the Funds’ Board of Trustees. The Funds also may invest in stripped mortgage-backed
securities that are privately issued. These securities will be considered illiquid for purposes of each Fund’s limit on illiquid securities.

INVERSE FLOATERS: An inverse floater is a debt instrument with a floating or variable interest rate that moves in the opposite
direction to the interest rate on another security or index level. Changes in the interest rate on the other security or index inversely affect the
residual interest rate paid on the inverse floater, with the result that the inverse floater’s price will be considerably more volatile than that of
a fixed-rate bond. Inverse floaters may experience gains when interest rates fall and may suffer losses in periods of rising interest rates. The
market for inverse floaters is relatively new.

TIERED INDEX BONDS: Tiered index bonds are relatively new forms of mortgage-related securities. The interest rate on a tiered
index bond is tied to a specified index or market rate. So long as this index or market rate is below a predetermined “strike” rate, the interest
rate on the tiered index bond remains fixed. If, however, the specified index or market rate rises above the “strike” rate, the interest rate of
the tiered index bond will decrease. Thus, under these circumstances, the interest rate on a tiered index bond, like an inverse floater, will
move in the opposite direction of prevailing interest rates, with the result that the price of the tiered index bond may be considerably more
volatile than that of a fixed-rate bond.

RESIDENTIAL MORTGAGE-BACKED SECURITIES (“RMBS SECURITIES™): As of January 2008, the U.S. residential
mortgage-backed securities market, particularly the portion commonly referred to as “subprime,” is well into a period of extreme stress and
dislocation. Most market participants believe this stress to be the result of years of excessive volume growth in residential mortgage loans
(which will be referred to in this paragraph as “Loans” or, individually, as a “Loan”) and a sharp deterioration of Loan quality. The phrase
“subprime” refers to a Loan given to a borrower with a poor or no credit history and usually includes one or more aggressive Loan terms
such as a high Loan-to-value ratio. Such Loans carry a higher degree of risk than other Loans, and, therefore, a higher probability of
default. Credit and other structural enhancements provided within residential mortgage-backed securities (“RMBS Securities™) backed in
whole or in part by subprime Loans (such RMBS Securities, “Subprime RMBS”) were intended to incorporate this higher degree of risk.
Such enhancements were provided as a protection to holders of such Subprime RMBS. However, the current market prices of these
Subprime RMBS and the delinquencies and defaults of their underlying Loans imply that many of these Subprime RMBS do not have
adequate credit protection and may indeed suffer further partial or a complete loss of principal. Credit rating agencies have downgraded
tens of billions of dollars of RMBS Securities and CDOs that include Subprime RMBS and other RMBS Securities and additional
downgrades are expected. Some or all of the principal may be lost in these Subprime RMBS. While such Subprime RMBS will be
purchased with the expectation of a potential for a positive long-term internal rate of return, it is possible that a prolonged period of
continued stress and dislocation in the “subprime” residential mortgage sector will have a negative impact on the short-term liquidity and
market pricing of these assets. Such effects have the potential to adversely impact the short-term and long-term liquidity and returns of the
Funds.

ASSET-BACKED SECURITIES

The Funds may invest in securities issued by trusts and special purpose corporations with principal and interest payouts backed by,
or supported by, any of various types of assets. These assets typically include receivables related to the purchase of automobiles, credit card
loans, and home equity loans. These securities generally take the form of a structured type of security, including pass-through, pay-through,
and stripped interest payout structures similar to the CMO structure. Investments in these and other types of asset-backed securities must be
consistent with the investment objectives and policies of the Funds.

RISK FACTORS RELATING TO INVESTING IN MORTGAGE-RELATED AND ASSET-BACKED SECURITIES

The yield characteristics of mortgage-related and asset-backed securities differ from traditional debt securities. Among the major
differences are that interest and principal payments are made more frequently, usually monthly, and that principal may be prepaid at any
time because the underlying mortgage loans or other assets generally may be prepaid at any time. As a result, if the Funds purchase such a
security at a premium, a prepayment rate that is faster than expected will reduce yield to maturity, while a prepayment rate that is slower
than expected will have the opposite effect of increasing yield to maturity. Alternatively, if the Funds purchase these securities at a discount,
faster than expected prepayments will increase, while slower than expected prepayments will reduce, yield to maturity. The Funds may
invest a portion of their assets in derivative mortgage-related securities which are highly sensitive to changes in prepayment and interest
rates. The Adviser will seek to manage these risks (and potential benefits) by diversifying its investments in such securities and through
hedging techniques.

During periods of declining interest rates, prepayment of mortgages underlying mortgage-related securities can be expected to
accelerate. Accordingly, a Fund’s ability to maintain positions in high-yielding mortgage-related securities will be affected by reductions in
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the principal amount of such securities resulting from such prepayments, and its ability to reinvest the returns of principal at comparable
rates is subject to generally prevailing interest rates at that time. Prepayments may also result in the realization of capital losses with respect
to higher yielding securities that had been bought at a premium or the loss of opportunity to realize capital gains in the future from possible
future appreciation.

Asset-backed securities involve certain risks that are not posed by mortgage-related securities, resulting mainly from the fact that
asset-backed securities do not usually contain the complete benefit of a security interest in the related collateral. For example, credit card
receivables generally are unsecured and the debtors are entitled to the protection of a number of state and Federal consumer credit laws,
some of which may reduce the ability to obtain full payment. In the case of automobile receivables, due to various legal and economic
factors, proceeds from repossessed collateral may not always be sufficient to support payments on these securities.

COLLATERALIZED BOND OBLIGATIONS (“CBOs”), COLLATERALIZED LOAN OBLIGATIONS (“CLOs”) AND OTHER
COLLATERALIZED DEBT OBLIGATIONS (“CDOs”)

The Funds may invest in CBOs, CLOs and other CDOs, which are debt instruments backed solely by a pool of other debt
securities. The risks of an investment in a CBO, CLO or other CDO depend largely on the type of the collateral securities (which would
have the risks described elsewhere in this document for that type of security) and the class of the CBO, CLO or other CDO in which a Fund
invests. Some CBOs, CLOs and other CDOs have credit ratings, but are typically issued in various classes with various priorities.
Normally, CBOs, CLOs and other CDOs are privately offered and sold (that is, not registered under the securities laws) and may be
characterized by the Funds as illiquid securities, but an active dealer market may exist for CBOs, CLOs and other CDOs that qualify for
Rule 144A transactions. In addition to the normal interest rate, default and other risks of fixed income securities discussed elsewhere in this
document, CBOs, CLOs and other CDOs 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 Funds may invest in CBOs,
CLOs or other CDOs that are subordinate to other classes, volatility in values, and the complex structure of the security may not be fully
understood at the time of investment and produce disputes with the issuer or unexpected investment results.

BANK OBLIGATIONS

Bank obligations in which the Funds may invest include certificates of deposit, bankers’ acceptances and time deposits.
Certificates of deposit are negotiable certificates issued against funds deposited in a commercial bank for a definite period of time and
earning a specific return. Bankers’ acceptances are negotiable drafts or bills of exchange, normally drawn by an importer or exporter to pay
for specific merchandise, which are “accepted” by a bank, meaning, in effect, that the bank unconditionally agrees to pay the face value of
the instrument on maturity. Fixed time deposits may be withdrawn on demand by the investor, but may be subject to early withdrawal
penalties which vary depending upon market conditions and the remaining maturity of the obligation. There are no contractual restrictions
on the right to transfer a beneficial interest in a fixed time deposit to a third party, although there is no market for such deposits.

Obligations of foreign banks involve somewhat different risks than those affecting obligations of United States banks, including
the possibility that their liquidity could be impaired because of future political and economic developments, that their obligations may be
less marketable than comparable obligations of United States banks, that a foreign jurisdiction might impose withholding taxes on interest
income payable on those obligations, that foreign deposits may be seized or nationalized, that foreign governmental restrictions such as
exchange controls may be adopted which might adversely affect the payment of principal or interest on those obligations and that the
selection of those obligations may be more difficult because there may be less publicly available information concerning foreign banks or
the accounting, auditing and financial reporting standards, practices and requirements applicable to foreign banks may differ from those
applicable to United States banks. Foreign banks are not generally subject to examination by any U.S. Government agency or
instrumentality.

MUNICIPAL SECURITIES

Municipal bonds (also municipal securities or municipal obligations) generally are issued by states and local governments and their
agencies, authorities and other instrumentalities. Municipal obligations include obligations issued to obtain funds for various public
purposes, including constructing a wide range of public facilities, such as bridges, highways, housing, hospitals, mass transportation,
schools and streets. Other public purposes for which municipal obligations may be issued include the refunding of outstanding obligations,
the obtaining of funds for general operating expenses and the making of loans to other public institutions and facilities. In addition, certain
types of industrial development bonds (“IDBs”) and private activity bonds (“PABs”) are issued by or on behalf of public authorities to
finance various privately operated facilities, including certain pollution control facilities, convention or trade show facilities, and airport,
mass transit, port or parking facilities.

The two principal classifications of municipal obligations are “general obligation” and “revenue” bonds. “General obligation”
bonds are secured by the issuer’s pledge of its faith, credit and taxing power. “Revenue” bonds are payable only from the revenues derived
from a particular facility or class of facilities or from the proceeds of a special excise tax or other specific revenue source such as the
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corporate user of the facility being financed. IDBs and PABs are usually revenue bonds and are not payable from the unrestricted revenues
of the issuer. The credit quality of IDBs and PABs is usually directly related to the credit standing of the corporate user of the facilities.

The ability of state, county or local governments to meet their obligations will depend primarily on the availability of tax and other
revenues to those governments and on their fiscal conditions generally. The amounts of tax and other revenues available to governmental
issuers may be affected from time to time by economic, political and demographic conditions within or outside of the particular state. In
addition, constitutional or statutory restrictions may limit a government’s power to raise revenues or increase taxes.

Municipal bonds are subject to interest rate, credit and market risk. Because of how they are issued, municipal bonds also are
subject to the risk that litigation, legislation, various political events, local business or economic conditions, or the bankruptcy of the issuer
could have a significant effect on an issuer’s ability to make payments of principal and/or interest. Lower rated municipal bonds generally
are subject to greater credit and market risk than higher quality municipal bonds. The types of municipal bonds in which the Funds may
invest include municipal lease obligations. The Funds may also invest in industrial development bonds, which are municipal bonds issued
by a government agency on behalf of a private sector company and, in most cases, are not backed by the credit of the issuing municipality
and may therefore involve more risk. The Funds may also invest in securities issued by entities whose underlying assets are municipal
bonds.

The Funds may invest, without limitation, in residual interest bonds (sometimes referred to as inverse floaters) (“RIBs”), which
brokers create by depositing municipal bonds into a trust. The trust in turn issues a variable rate security and RIBs. The interest rate for the
variable rate security is determined by an index or an auction process held approximately every 7 to 35 days, while the RIB holder receives
the balance of the income from the underlying municipal bond less an auction fee. The market prices of RIBs may be highly sensitive to
changes in market rates and may decrease significantly when market rates increase. In a transaction in which a Fund purchases a RIB from a
trust, and the underlying municipal bond was held by the Fund prior to being deposited into the trust, the Fund treats the transaction as a
secured borrowing for financial reporting purposes. As a result, the Fund will incur a non-cash interest expense with respect to interest paid
by the trust on the variable rate securities, and will recognize additional interest income in an amount directly corresponding to the non-cash
interest expense. Therefore, the Fund’s net asset value per share and performance are not affected by the non-cash interest expense. This
accounting treatment does not apply to RIBs acquired by the Funds where the Funds did not previously own the underlying municipal bond.

LOAN PARTICIPATIONS

The Funds may purchase participations in commercial loans, or may purchase assignments of such loans. Such indebtedness may
be secured or unsecured. Loan participations typically represent direct participation in a loan to a corporate borrower, and generally are
offered by banks or other financial institutions or lending syndicates. The Funds may participate in such syndications, or can buy part of a
loan, becoming a part lender. When purchasing loan participations, a Fund assumes the credit risk associated with the corporate borrower
and may assume the credit risk associated with an interposed bank or other financial intermediary. The participation interests in which a
Fund intends to invest may not be rated by any nationally recognized rating service. Participations and assignments also involve special
types of risk, including interest rate risk, liquidity risk, and the risks of being a lender. If the Fund purchases a participation, it may only be
able to enforce its rights through the lender, and may assume the credit risk of the lender in addition to the borrower.

A loan is often administered by an agent bank acting as agent for all holders. The agent bank administers the terms of the loan, as
specified in the loan agreement. In addition, the agent bank is normally responsible for the collection of principal and interest payments
from the corporate borrower and the apportionment of these payments to the credit of all institutions that are parties to the loan agreement.
Unless, under the terms of the loan or other indebtedness, a Fund has direct recourse against the corporate borrower, the Fund may have to
rely on the agent bank or other financial intermediary to apply appropriate credit remedies against a corporate borrower.

A financial institution’s employment as agent bank might be terminated in the event that it fails to observe a requisite standard of
care or becomes insolvent. A successor agent bank would generally be appointed to replace the terminated agent bank, and assets held by
the agent bank under the loan agreement should remain available to holders of such indebtedness. However, if assets held by the agent bank
for the benefit of a Fund were determined to be subject to the claims of the agent bank’s general creditors, the Fund might incur certain
costs and delays in realizing payment on a loan or loan participation and could suffer a loss of principal and/or interest. In situations
involving other interposed financial institutions (e.g., an insurance company or governmental agency) similar risks may arise.

Purchasers of loans and other forms of direct indebtedness depend primarily upon the creditworthiness of the corporate borrower
for payment of principal and interest. 1f a Fund does not receive scheduled interest or principal payments on such indebtedness, the Fund’s
share price and yield could be adversely affected. Loans that are fully secured offer a Fund more protection than an unsecured loan in the
event of non-payment of scheduled interest or principal. However, there is no assurance that the liquidation of collateral from a secured
loan would satisfy the corporate borrower’s obligation, or that the collateral can be liquidated.

The Funds may invest in loan participations with credit quality comparable to that of issuers of its securities investments.
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Indebtedness of companies whose creditworthiness is poor involves substantially greater risks, and may be highly speculative. Some
companies may never pay off their indebtedness, or may pay only a small fraction of the amount owned. Consequently, when investing in
indebtedness of companies with poor credit, a Fund bears a substantial risk of losing the entire amount invested.

Loan assignments, loan participations, delayed funding loans, revolving credit facilities, bridge loans and other types of direct
indebtedness may not be readily marketable and may be subject to restrictions on resale. In some cases, negotiations involved in disposing
of indebtedness may require weeks to complete. Consequently, some indebtedness may be difficult or impossible to dispose of readily at
what the Adviser believes to be a fair price. Certain types of loans, such as bridge loans (especially those in which the HIGH YIELD BOND
FUND may invest) may provide certain types of equity features such as warrants and conversion rights. Those equity-type instruments and
investments involve additional risks of an investment in equity, including potentially significant changes in value, difficulty in accurately
valuing them, a lack of liquidity, and a significant loss on the investment, and the possibility that the particular right could expire worthless
if not exercised.

In addition, valuation of illiquid indebtedness involves a greater degree of judgment in determining a Fund’s net asset value than if
that value were based on available market quotations, and could result in significant variations in the Fund’s daily share price. Atthe same
time, some loan interests are traded among certain financial institutions and accordingly may be deemed liquid. As the market for different
types of indebtedness develops, the liquidity of these instruments is expected to improve. In addition, the Funds currently intend to treat
indebtedness for which there is no readily available market as illiquid for purposes of the Funds’ limitation on illiquid investments. There
may not be a recognizable, liquid public market for loan participations. To the extent this is the case, a Fund would consider the loan
participation as illiquid and subject to the Fund’s restriction on investing no more than 15% of its net assets in illiquid securities. (See also
the discussion entitled “Illiquid Securities.”)

Each Fund limits the amount of it total assets that it will invest in any one issuer or in issuers within the same industry (see
“Investment Restrictions”). For purposes of these limits, a Fund will generally treat the corporate borrower as the “issuer” of indebtedness
held by the Fund. In the case of loan participations where a bank or other lending institution serves as a financial intermediary between the
Fund and the corporate borrower, SEC interpretations require the Fund to treat both the lending bank or other lending institution and the
corporate borrower as “issuers” for the purpose of determining whether the Fund has invested more than 5% of its total assets in a single
issuer. Treating a financial intermediary as an issuer of indebtedness may restrict the Funds’ ability to invest in indebtedness related to a
single financial intermediary, or a group of intermediaries engaged in the same industry, even if the underlying borrowers represent many
different companies and industries.

Loans and other types of direct indebtedness may not be readily marketable and may be subject to restrictions on resale. In some
cases, negotiations involved in disposing of indebtedness may require weeks to complete. Consequently, some indebtedness may be
difficult or impossible to dispose of readily at what the Adviser believes to be a fair price. In addition, valuation of illiquid indebtedness
involves a greater degree of judgment in determining a Fund’s net asset value than if the value were based on available market quotations,
and could result in significant variations in the Fund’s daily share price. At the same time, some loan interests are traded among certain
financial institutions and accordingly may be deemed liquid. As the market for different types of indebtedness develops, the liquidity of
these instruments is expected to improve. In addition, the Funds’ currently intend to treat indebtedness for which there is no readily
available market as illiquid for purposes of the Fund’s limitation on illiquid investments. The liquidity of each loan investment will be
reviewed according to the requirements of the Funds’ Board approved liquidity policy. Investments in loan participations are considered to
be debt obligations for purposes of any investment restriction relating to the lending of funds or assets by a Fund.

Investments in loans through a direct assignment of the financial institution’s interests with respect to the loan may involve
additional risks to the Funds. For example, if the loan is foreclosed, a Fund could become part owner of any collateral, and would bear the
costs and liabilities associated with owning and disposing of the collateral. In addition, it is conceivable that under emerging legal theories
of lender liability, a Fund could be held liable as co-lender. It is unclear whether loans and other forms of direct indebtedness offer
securities law protections against fraud and misrepresentation.
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DERIVATIVE INSTRUMENTS

In addition to the asset-backed securities, CBOs, CLOs and other CDOs and mortgage-related securities (including tiered index
bonds and inverse floaters) which may be purchased by the Funds, the Funds may utilize certain other financial instruments with
performance derived from the performance of an underlying asset (“derivatives™”). Each Fund may, but is not required to, use derivative
instruments for risk management purposes or as part of its investment strategies. The Funds might not employ any of the strategies
described below, and no assurance can be given that any strategy used will succeed. The use of derivatives in general may be subject to
management risk, credit risk, market risk, liquidity risk, lack of availability or other unanticipated risks.

The Funds may purchase and write call and put options on securities, securities indices and on foreign currencies, and enter into
futures contracts and use options on futures contracts. The Funds also may enter into swap agreements with other institutional investors with
respect to corporate securities, foreign currencies, interest rates, and securities indices, to name just a few of the various types of swap
transactions. The Funds may use these techniques to hedge against changes in interest rates, foreign currency exchange rates or securities
prices or as part of their overall investment strategies. Each Fund will maintain designated assets consisting of cash, U.S. Government
securities, equity securities or other liquid, unencumbered assets that are permitted under applicable laws and regulations to be used for this
purpose (including net proceeds from purchases and redemptions of Fund shares that have not settled but are expected to timely settle in the
usual way), marked-to-market daily (or, as permitted by applicable regulation, enter into certain offsetting positions), to cover its obligations
under options, futures contracts and swap agreements to avoid leveraging the Fund. The value of some derivative investments in which the
Funds invest may be particularly sensitive to changes in prevailing interest rates or securities prices. A Fund’s ability to successfully utilize
these instruments may depend in part on the Adviser’s ability to forecast correctly the movement of interest rates, securities prices and other
economic factors. Should the Adviser incorrectly forecast those factors, and take positions in derivative instruments contrary to prevailing
market trends, the Funds could lose value and experience substantial volatility. A Fund may invest up to 15% of its total assets in premiums
and margins on options and futures, except for the AlphaTrak 500 and Strategic Income Funds that may invest at a higher level otherwise
consistent with the Prospectus, this SAl and applicable law.

The Funds may buy or sell interest rate futures contracts, options on interest rate futures contracts and options on debt securities for
the purpose of hedging against changes in the value of securities which a Fund owns or anticipates purchasing due to anticipated changes in
interest rates. The Funds also may engage in currency exchange transactions by means of buying or selling foreign currency on a spot basis,
entering into forward foreign currency exchange contracts, and buying and selling foreign currency options, futures and options on futures.
Foreign currency exchange transactions may be entered into for the purpose of hedging against foreign currency exchange risk arising from
the Funds’ investment or anticipated investment in securities denominated in foreign currencies.

OPTIONS ON SECURITIES AND ON SECURITIES INDEXES: A Fund may purchase put options on securities to seek to protect
holdings in an underlying or related security against a substantial decline in market value. A Fund may purchase call options on securities to
seek to protect against substantial increases in prices of securities the Fund intends to purchase pending its ability to invest in such securities
in an orderly manner. A Fund may sell put or call options it has previously purchased, which could result in a net gain or loss depending on
whether the amount realized on the sale is more or less than the premium and other transaction costs paid on the put or call option which is
sold. A Fund may write a call or put option only if the option is “covered” by the Fund’s holding a position in the underlying securities or
by other means which would permit immediate satisfaction of the Fund’s obligation as writer of the option. Prior to exercise or expiration,
an option may be closed out by an offsetting purchase or sale of an option of the same series.

The purchase and writing of options involves certain risks. During the option period, the covered call writer has, in return for the
premium on the option, given up the opportunity to profit from a price increase in the underlying securities above the sum of the premium
and exercise price, but, as long as its obligation as a writer continues, has retained the risk of loss should the price of the underlying
securities decline. The writer of an option has no control over the time when it may be required to fulfill its obligation as a writer of the
option. Once an option writer has received an exercise notice, it cannot effect a closing purchase transaction in order to terminate its
obligation under the option and must deliver the underlying securities at the exercise price. If a put or call option purchased by the Fund is
not sold when it has remaining value, and if the market price of the underlying security, in the case of a put, remains equal to or greater than
the exercise price or, in the case of a call, remains less than or equal to the exercise price, the Fund will lose its entire investment in the
option. Also, where a put or call option on a particular security is purchased to hedge against price movements in a related security, the
price of the put or call option may move more or less than the price of the related security. There can be no assurance that a liquid market
will exist when a Fund seeks to close out an option position. Furthermore, if trading restrictions or suspensions are imposed on the options
markets, a Fund may be unable to close out a position.

Risks Associated with Options on Securities and Indexes. As mentioned above, there are several risks associated with
transactions in options on securities and on indexes. For example, there are significant differences between the securities and options
markets that could result in an imperfect correlation between these markets, causing a given transaction not to achieve its objectives. A
decision as to whether, when and how to use options involves the exercise of skill and judgment, and even a well-conceived transaction may
be unsuccessful to some degree because of market behavior or unexpected events.
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There can be no assurance that a liquid market will exist when a Fund seeks to close out an option position. If a Fund were unable
to close out an option that it had purchased on a security, it would have to exercise the option in order to realize any profit or the option may
expire worthless. If a Fund were unable to close out a covered call option that it had written on a security, it would not be able to sell the
underlying security unless the option expired without exercise.

If trading were suspended in an option purchased by a Fund, the Fund would not be able to close out the option. If restrictions on
exercise were imposed, the Fund might be unable to exercise an option it had purchased. Except to the extent that a call option on an index
written by the Fund is covered by an option on the same index purchased by the Fund, movements in the index may result in a loss to the
Fund; however, such losses may be mitigated by changes in the value of the Fund’s securities during the period the option was outstanding.

FUTURES CONTRACTS AND OPTIONS ON FUTURES CONTRACTS:. A Fund may use interest rate, foreign currency or index
futures contracts, as specified for that Fund in the Prospectus. An interest rate, foreign currency or index futures contract provides for the
future sale by one party and purchase by another party of a specified quantity of a financial instrument, foreign currency or the cash value of
an index at a specified price and time. A futures contract on an index is an agreement pursuant to which two parties agree to take or make
delivery of an amount of cash equal to the difference between the value of the index at the close of the last trading day of the contract and
the price at which the index contract was originally written. Although the value of an index might be a function of the value of certain
specified securities, no physical delivery of these securities is made. A public market exists in futures contracts covering a number of
indexes as well as financial instruments and foreign currencies, including but not limited to: the S&P 500; the S&P 100; the S&P Midcap
400; the Nikkei 225; the NYSE composite; U.S. Treasury bonds; U.S. Treasury notes; GNMA Certificates; three-month U.S. Treasury bills;
90-day commercial paper; bank certificates of deposit; Eurodollar certificates of deposit; the Australian dollar; the Canadian dollar; the
British pound; the Japanese yen; the Swiss franc; the Mexican peso; and certain multinational currencies, such as Euro. It is expected that
other futures contracts will be developed and traded by the Funds in the future.

A Fund may purchase and write call and put futures options. Futures options possess many of the same characteristics as options
on securities and indexes (discussed above). A futures option gives the holder the right, in return for the premium paid, to assume a long
position (call) or short position (put) in a futures contract at a specified exercise price at any time during the period of the option. Upon
exercise of a call option, the holder acquires a long position in the futures contract and the writer is assigned the opposite short position. In
the case of a put option, the opposite is true.

Each Fund will use futures contracts and options on futures contracts in accordance with the applicable rules of the CFTC under
which the Trust and the Funds avoid being deemed a “commodity pool” and the Adviser being deemed a “commaodity pool operator.”
Because of these plans, the Funds have claimed the applicable exemptions under CFTC Rules and are not registered as commaodity pool
operators. Accordingly, each Fund intends generally to limit its use of futures contracts and futures options as described below under
“Limitations on Use of Futures and Futures Options.”

The Funds generally will use futures for hedging purposes only. The ALPHATRAK 500 FUND uses futures in an effort to achieve
total return greater than the S&P 500 Index (and as such, hedges S&P 500 Index exposure), as described in the Prospectus. With respect to
hedging transactions, for example, a Fund might use futures contracts to hedge against anticipated changes in interest rates that might
adversely affect either the value of the Fund’s securities or the price of the securities which the Fund intends to purchase. A Fund’s hedging
activities may include sales of futures contracts as an offset against the effect of expected increases in interest rates, and purchases of
futures contracts as an offset against the effect of expected declines in interest rates. Although other techniques could be used to reduce a
Fund’s exposure to interest rate fluctuations, the Fund may be able to hedge its exposure more effectively and perhaps at a lower cost by
using futures contracts and futures options.

A Fund will only enter into futures contracts and futures options that are standardized and traded on a U.S. or foreign exchange,
board of trade, or similar entity, or quoted on an automated quotation system. The Funds might, but do not expect to, engage in futures
trading based on tangible assets.

When a purchase or sale of a futures contract is made by a Fund, the Fund is required to deposit with its custodian (or broker, if
legally permitted) a specified amount of assets determined to be liquid by the Adviser in accordance with procedures established by the
Board of Trustees (“initial margin™). The margin required for a futures contract is set by the exchange on which the contract is traded and
may be modified during the term of the contract. Margin requirements on foreign exchanges may be different than U.S. exchanges. The
initial margin is in the nature of a performance bond or good faith deposit on the futures contract which is returned to the Fund upon
termination of the contract, assuming all contractual obligations have been satisfied. Each Fund expects to earn interest income on its initial
margin deposits. A futures contract held by a Fund is valued daily at the official settlement price of the exchange on which it is traded.
Each day the Fund pays or receives cash, called “variation margin,” equal to the daily change in value of the futures contract. This process
is known as “marking to market.” VVariation margin does not represent a borrowing or loan by a Fund but is instead a settlement between the
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Fund and the broker of the amount one would owe the other if the futures contract expired. In computing daily net asset value, each Fund
will mark to market its open futures positions.

A Fund is also required to deposit and maintain margin with respect to put and call options on futures contracts written by it. Such
margin deposits will vary depending on the nature of the underlying futures contract (and the related initial margin requirements), the
current market value of the option, and other futures positions held by the Fund.

Although some futures contracts call for making or taking delivery of the underlying securities, generally these obligations are
closed out prior to delivery by offsetting purchases or sales of matching futures contracts (same exchange, underlying security or index, and
delivery month). If an offsetting purchase price is less than the original sale price, the Fund realizes a capital gain, or if it is more, the Fund
realizes a capital loss. Conversely, if an offsetting sale price is more than the original purchase price, the Fund realizes a capital gain, or if it
is less, the Fund realizes a capital loss. The transaction costs must also be included in these calculations.

The Funds may write covered straddles consisting of a call and a put written on the same underlying futures contract. A straddle
will be covered when sufficient assets are deposited to meet the Funds’ immediate obligations. A Fund may use the same liquid assets to
cover both the call and put options where the exercise price of the call and put are the same, or the exercise price of the call is higher than
that of the put. In such cases, the Funds will also designate liquid assets equivalent to the amount, if any, by which the put is “in the
money.”

Limitations on Use of Futures and Futures Options. The Funds generally will enter into positions in futures contracts and related
options only for hedging purposes, which may include gaining exposure to desired investments or markets rather than making direct
investments in the underlying securities or instruments. With respect to positions in futures and related options that do not constitute
hedging positions, a Fund will only enter into a futures contract or futures option contract to the extent permitted by the regulations of the
CFTC and so that the aggregate net notional value or obligation of all futures contracts does not exceed the liquidation value of the Fund’s
portfolio, after taking into account unrealized profits and losses. This means that, with respect to forwards and futures that are not
contractually required to settle for cash, a Fund must cover its open contract positions by setting aside liquid assets equal to the contracts’
full notional value. With respect to forwards and futures that are contractually required to settle for cash, a Fund may, however, instead set
aside liquid assets in an amount equal to the Fund’s daily marked-to-market net obligation (that is, any net liability) rather than the notional
value. Using this net liability or market value to determine the amount of liquid assets to set aside allows a Fund to employ greater
leverage.

A call option is “in-the-money” if the value of the futures contract that is the subject of the option exceeds the exercise price. A
put option is “in-the-money” if the exercise price exceeds the value of the futures contract that is the subject of the option. There is no other
percentage limitation on a Fund’s use of options, futures and options thereon, except for the limitation on foreign currency option contracts
described below.

When purchasing a futures contract, a Fund will designate (and mark-to-market on a daily basis) assets determined to be liquid by
the Adviser in accordance with procedures established by the Board of Trustees, that, when added to the amounts deposited with (or for the
benefit of) a futures commission merchant as margin, are equal to the market value of the futures contract as described above.
Alternatively, the Fund may “cover” its position by purchasing a put option on the same futures contract with a strike price as high or higher
than the price of the contract held by the Fund.

When selling a futures contract, a Fund will designate (and mark-to-market on a daily basis) assets determined to be liquid by the
Adviser in accordance with procedures established by the Board of Trustees that are equal to the market value of the instruments underlying
the contract, or the related liability as described above. Alternatively, the Fund may “cover” its position by owning the instruments
underlying the contract (or, in the case of an index futures contract, a portfolio with a volatility substantially similar to that of the index on
which the futures contract is based), or by holding a call option permitting the Fund to purchase the same futures contract at a price no
higher than the price of the contract written by the Fund (or at a higher price if the difference is maintained in liquid assets with the Trust’s
custodian).

When selling a call option on a futures contract, a Fund will maintain with its custodian (and mark-to-market on a daily basis)
assets determined to be liquid by the Adviser in accordance with procedures established by the Board of Trustees, that, when added to the
amounts deposited with (or for the benefit of) a futures commission merchant as margin, equal the total market value of the futures contract
underlying the call option as described above. Alternatively, the Fund may cover its position by entering into a long position in the same
futures contract at a price no higher than the strike price of the call option, by owning the instruments underlying the futures contract, or by
holding a separate call option permitting the Fund to purchase the same futures contract at a price not higher than the strike price of the call
option sold by the Fund.

When selling a put option on a futures contract, a Fund will maintain with its custodian (and mark-to-market on a daily basis)
assets determined to be liquid by the Adviser in accordance with procedures established by the Board of Trustees, that equal the purchase

Page 21



price of the futures contract, less any margin on deposit. Alternatively, the Fund may cover the position either by entering into a short
position in the same futures contract, or by owning a separate put option permitting it to sell the same futures contract so long as the strike
price of the purchased put option is the same or higher than the strike price of the put option sold by the Fund.

To the extent that securities with maturities greater than one year are used to establish and collateralize or cover a Fund’s
obligations under futures contracts and related options, such use will not eliminate the risk of a form of leverage, which may tend to
exaggerate the effect on net asset value of any increase or decrease in the market value of a Fund’s portfolio, and may require liquidation of
portfolio positions when it is not advantageous to do so. However, any potential risk of leverage resulting from the use of securities with
maturities greater than one year may be mitigated by the overall duration limit on a Fund’s portfolio securities. Thus, the use of a
longer-term security may require a Fund to hold offsetting short-term securities to balance the Fund’s portfolio such that the Fund’s duration
does not exceed the maximum permitted for the Fund in the Prospectus.

The requirements for qualification as a regulated investment company also may limit the extent to which a Fund may enter into
futures, futures options or forward contracts. See “Dividends and Tax Status.”

Risks Associated with Futures and Futures Options. There are several risks associated with the use of futures contracts and
futures options as hedging techniques. A purchase or sale of a futures contract may result in losses in excess of the amount invested in the
futures contract. There can be no guarantee that there will be a correlation between price movements in the hedging vehicle and in the Fund
securities being hedged. In addition, there are significant differences between the securities and futures markets that could result in an
imperfect correlation between the markets, causing a given hedge not to achieve its objectives. The degree of imperfection of correlation
depends on circumstances such as variations in speculative market demand for futures and futures options on securities, including technical
influences in futures trading and futures options, and differences between the financial instruments being hedged and the instruments
underlying the standard contracts available for trading in such respects as interest rate levels, maturities and creditworthiness of issuers. A
decision as to whether, when and how to hedge involves the exercise of skill and judgment, and even a well-conceived hedge may be
unsuccessful to some degree because of market behavior or unexpected interest rate trends.

Futures exchanges may limit the amount of fluctuation permitted in certain futures contract prices during a single trading day. The
daily limit establishes the maximum amount that the price of a futures contract may vary either up or down from the previous day’s
settlement price at the end of the current trading session. Once the daily limit has been reached in a futures contract subject to the limit, no
more trades may be made on that day at a price beyond that limit. The daily limit governs only price movements during a particular trading
day and therefore does not limit potential losses because the limit may work to prevent the liquidation of unfavorable positions. For
example, futures prices have occasionally moved to the daily limit for several consecutive trading days with little or no trading, thereby
preventing prompt liquidation of positions and subjecting some holders of futures contracts to substantial losses.

There can be no assurance that a liquid market will exist at a time when a Fund seeks to close out a futures contract or a futures
option position, and that Fund would remain obligated to meet margin requirements until the position is closed. In addition, many of the
contracts discussed above are relatively new instruments without a significant trading history. As a result, there can be no assurance that an
active secondary market will develop or continue to exist.

Additional Risks of Options on Securities, Futures Contracts, Options on Futures Contracts, and Forward Currency Exchange
Contracts and Options Thereon. Options on securities, futures contracts, options on futures contracts, and options on currencies may be
traded on foreign exchanges. Such transactions may not be regulated as effectively as similar transactions in the United States; may not
involve a clearing mechanism and related guarantees, and are subject to the risk of governmental actions affecting trading in, or the prices
of, foreign securities. The value of such positions also could be adversely affected by (i) other complex foreign political, legal and
economic factors, (ii) lesser availability than in the United States of data on which to make trading decisions, (iii) delays in the Trust’s
ability to act upon economic events occurring in foreign markets during non-business hours in the United States, (iv) the imposition of
different exercise and settlement terms and procedures and margin requirements than in the United States, and (v) lesser trading volume.

SWAP AGREEMENTS. The Funds may enter into various swap agreements, including (but not limited to) credit default, interest
rate, total return, index and currency exchange rate swap agreements. These transactions attempt to obtain a particular return when it is
considered desirable to do so, possibly at a lower cost to a Fund than if the Fund had invested directly in an instrument that yielded that
desired return. Swap agreements are two-party contracts entered into primarily by institutional investors for periods ranging from a few
weeks to more than one year. In astandard “swap” transaction, two 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. Forms of swap agreements include interest rate caps, under which, in return for a premium, one
party agrees to make payments to the other to the extent that interest rates exceed a specified rate, or “cap”; interest rate floors, under which,
in return for a premium, one party agrees to make payments to the other to the extent that interest rates fall below a specified rate, or
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“floor”; and 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 given minimum or maximum levels.

Most swap agreements entered into by the Funds calculate the obligations of the parties to the agreement on a “net basis.”
Consequently, a Fund’s current obligations (or rights) under a swap agreement will generally 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 each party to the agreement (the “net amount”). A
Fund’s current obligations under a swap agreement will be accrued daily (offset against any amounts owing to the Fund) and any accrued
but unpaid net amounts owed to a swap counterparty will be covered by the maintenance of a designated account consisting of assets
determined to be liquid by the Adviser in accordance with procedures established by the Board of Trustees, to avoid any potential
leveraging of the Fund’s portfolio. Obligations under swap agreements so covered will not be construed to be “senior securities” for
purposes of the Fund’s investment restriction concerning senior securities. Swap agreements are subject to the Funds’ overall limit that no
more than 15% of net assets may be invested in illiquid securities, although a swap agreement may be deemed to be liquid pursuant to
policies approved by the Funds’ Board of Trustees. A Fund will not enter into a swap agreement with any single party if the net amount
owed or to be received under existing contracts with that party would exceed 5% of the Fund’s assets at time of purchase.

Whether a Fund’s use of swap agreements will be successful in furthering its investment objectives will depend on the Adviser’s
ability to predict correctly whether certain types of investments are likely to produce greater returns than other investments. Because they
are two party contracts and because they may have terms of greater than seven days, swap agreements may be considered to be illiquid.
Whether a particular swap is liquid is assessed on a case by case basis under guidelines and standards established by the Fund’s Board of
Trustees. Moreover, a Fund bears the risk of loss of the amount expected to be received under a swap agreement in the event of the default
or bankruptcy of a swap agreement counterparty. The Funds will enter into swap agreements only with counterparties that meet certain
standards of creditworthiness (generally, such counterparties would have to be eligible counterparties under the terms of the Funds’
repurchase agreement guidelines). Certain restrictions imposed on the Funds by the Internal Revenue Code of 1986, as amended (the
“Code™) may limit the Funds’ ability to use swap agreements. The swaps market is largely unregulated. It is possible that developments in
the swaps market, including potential government regulation, could adversely affect a Fund’s ability to terminate existing swap agreements
or to realize amounts to be received under such agreements. There can be no assurance that a Fund’s use of swap agreements will assist it
in meeting its investment objectives.

Certain swap agreements are exempt from most provisions of the Commodity Exchange Act (“CEA”) and, therefore, are not
regulated as futures or commodity option transactions under the CEA, pursuant to regulations approved by the CFTC. To qualify for this
exemption, a swap agreement must be entered into by “eligible participants,” which includes the following, provided the participants’ total
assets exceed established levels: a bank or trust company, savings association or credit union, insurance company, investment company
subject to regulation under the 1940 Act, commodity pool, corporation, partnership, proprietorship, organization, trust or other entity,
employee benefit plan, governmental entity, broker-dealer, futures commission merchant, natural person, or regulated foreign person. To be
eligible, natural persons and most other entities must have total assets exceeding $10 million; commaodity pools and employee benefit plans
must have assets exceeding $5 million. In addition, an eligible swap transaction must meet three conditions. First, the swap agreement may
not be part of a fungible class of agreements that are standardized as to their material economic terms. Second, the creditworthiness of
parties with actual or potential obligations under the swap agreements must be a material consideration in entering into or determining the
terms of the swap agreement, including pricing, cost or credit enhancement terms. Third, swap agreements may not be entered into and
traded on or through a multilateral transaction execution facility.

This exemption is not exclusive, and participants may continue to rely on existing exclusions for swaps, such as the Policy
Statement issued in July 1989 which recognized a safe harbor for swap transactions from regulation as futures or commodity option
transactions under the CEA or its regulations. The Policy Statement applies to swap transactions settled in cash that (1) have individually
tailored terms, (2) lack exchange-style offset and the use of a clearing organization or margin system, (3) are undertaken in conjunction with
a line of business, and (4) are not marketed to the public.

CREDIT DEFAULT SWAP CONTRACTS: Each Fund may enter into credit default swap agreements. The “buyer” in a credit
default contract is obligated to pay the “seller” a periodic, stream of payments over the term of the contract provided no event of default by
a selected entity (or entities) has occurred. In the event of default, the seller must pay the buyer the “par value” (full notional value) of the
reference obligation in exchange for the reference obligation. The Fund may be either the buyer or seller in the transaction. If the Fund is a
buyer and no event of default occurs, the Fund loses its investment and recovers nothing. However, if an event of default occurs, the buyer
receives full notional value for a reference obligation that may have little or no value. As a seller, the Fund receives a fixed rate of income
throughout the term of the contract, provided there is no default event. If an event of default occurs, the seller may pay the notional value of
the reference obligation. The value of the reference obligation received by the seller, coupled with the periodic payments previously
received may be less than the full notional value it pays to the buyer, resulting in a loss of value to the Fund. Credit default swaps involve
greater risks than if the Fund had invested in the reference obligation directly. In addition to general market risks, credit default swaps are
subject to risks such as but not limited to illiquidity risk, counterparty risk and credit risks.

Page 23



INTEREST RATE SWAP CONTRACTS: A Fund may also enter into interest rate swaps, which involve the exchange of interest
payments by the Fund with another party, such as an exchange of floating rate payments for fixed interest rate payments with respect to a
notional amount of principal. If the Adviser is incorrect in its interest rate forecasts and/or an interest rate swap used as a hedge negates a
favorable interest rate movement, the investment performance of a Fund would be less than what it would have been if the Fund had not
entered into the interest rate swap.

TOTAL RETURN SWAP CONTRACTS: Each Fund may enter into total return swap agreements. Total Return Swap is the generic
name for any non traditional swap where one party agrees to pay the other the "total return” of a defined underlying asset, usually in return
for receiving a stream of LIBOR based cash flows. The Total Return Swap may be applied to any underlying asset but is most commonly
used with equity indices, single stocks, bonds and defined portfolios of loans and mortgages. The Total Return Swap is a mechanism for the
user to accept the economic benefits of asset ownership without utilizing the balance sheet. The other leg of the swap, usually LIBOR, is
spread to reflect the non-balance sheet nature of the product. Total Return Swaps can be designed with any underlying asset agreed between
two parties. No notional amounts are exchanged with Total Return Swaps.

STRUCTURED NOTES: Structured notes are derivative debt securities, the interest rate or principal of which is determined by an
unrelated indicator. Indexed securities include structured notes as well as securities other than debt securities, the interest rate or principal
of which is determined by an unrelated indicator. Indexed securities may include a multiplier that multiplies the indexed element by a
specified factor and, therefore, the value of such securities may be very volatile. To the extent a Fund invests in these securities, however,
the Adviser analyzes these securities in its overall assessment of the effective duration of the Fund’s portfolio in an effort to monitor the
Fund’s interest rate risk.

FOREIGN CURRENCY OPTIONS AND RELATED RISKS: The Funds may take positions in options on foreign currencies to
hedge against the risk of foreign exchange rate fluctuations on foreign securities the Funds hold in their portfolios or intend to purchase. For
example, if a Fund were to enter into a contract to purchase securities denominated in a foreign currency, it could effectively fix the
maximum U.S. dollar cost of the securities by purchasing call options on that foreign currency. Similarly, if a Fund held securities
denominated in a foreign currency and anticipated a decline in the value of that currency against the U.S. dollar, it could hedge against such
a decline by purchasing a put option on the currency involved. The markets in foreign currency options are relatively new, and a Fund’s
ability to establish and close out positions in such options is subject to the maintenance of a liquid secondary market. There can be no
assurance that a liquid secondary market will exist for a particular option at any specific time. In addition, options on foreign currencies are
affected by all of those factors that influence foreign exchange rates and investments generally.

No Fund will enter into foreign currency option contracts if the premiums on such options exceed 5% of the Fund’s total assets.

The quantities of currencies underlying option contracts represent odd lots in a market dominated by transactions between banks,
and as a result extra transaction costs may be incurred upon exercise of an option.

There is no systematic reporting of last sale information for foreign currencies or any regulatory requirement that quotations be
firm or revised on a timely basis. Quotation information is generally representative of very large transactions in the interbank market and
may not reflect smaller transactions where rates may be less favorable. Option markets may be closed while round-the-clock interbank
currency markets are open, and this can create price and rate discrepancies.

RISKS OF OPTIONS TRADING: The Funds may effectively terminate their rights or obligations under options by entering into
closing transactions. Closing transactions permit a Fund to realize profits or limit losses on its options positions prior to the exercise or
expiration of the option. The value of a foreign currency option depends on the value of the underlying currency relative to the U.S. dollar.
Other factors affecting the value of an option are the time remaining until expiration, the relationship of the exercise price to market price,
the historical price volatility of the underlying currency and general market conditions. As a result, changes in the value of an option
position may have no relationship to the investment merit of a foreign security. Whether a profit or loss is realized on a closing transaction
depends on the price movement of the underlying currency and the market value of the option.

Options normally have expiration dates of up to nine months. The exercise price may be below, equal to or above the current
market value of the underlying currency. Options that expire unexercised have no value, and a Fund will realize a loss of any premium paid
and any transaction costs. Closing transactions may be effected only by negotiating directly with the other party to the option contract,
unless a secondary market for the options develops. Although the Funds intend to enter into foreign currency options only with dealers
which agree to enter into, and which are expected to be capable of entering into, closing transactions with the Funds, there can be no
assurance that a Fund will be able to liquidate an option at a favorable price at any time prior to expiration. In the event of insolvency of the
counter-party, a Fund may be unable to liquidate a foreign currency option. Accordingly, it may not be possible to effect closing
transactions with respect to certain options, with the result that a Fund would have to exercise those options that it had purchased in order to
realize any profit.
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FORWARD FOREIGN CURRENCY EXCHANGE CONTRACTS: The Funds may use forward contracts to protect against
uncertainty in the level of future exchange rates. The Funds will not speculate with forward contracts or foreign currency exchange rates.

A Fund may enter into forward contracts with respect to specific transactions. For example, when a Fund enters into a contract for
the purchase or sale of a security denominated in a foreign currency, or when a Fund anticipates the receipt in a foreign currency of
dividend or interest payments on a security that it holds, the Fund may desire to “lock” in the U.S. dollar price of the security or the U.S.
dollar equivalent of the payment, by entering into a forward contract for the purchase or sale, for a fixed amount of U.S. dollars or foreign
currency, of the amount of foreign currency involved in the underlying transaction. A Fund will thereby be able to protect itself against a
possible loss resulting from an adverse change in the relationship between the currency exchange rates during the period between the date
on which the security is purchased or sold, or on which the payment is declared, and the date on which such payments are made or received.

A Fund also may use forward contracts in connection with portfolio positions to lock in the U.S. dollar value of those positions, to
increase the Fund’s exposure to foreign currencies that the Adviser believes may rise in value relative to the U.S. dollar or to shift the
Fund’s exposure to foreign currency fluctuations from one country to another. For example, when the Adviser believes that the currency of
a particular foreign country may suffer a substantial decline relative to the U.S. dollar or another currency, it may enter into a forward
contract to sell the amount of the former foreign currency approximating the value of some or all of the Funds’ portfolio securities
denominated in such foreign currency. This investment practice generally is referred to as “cross-hedging” when another foreign currency is
used.

The precise matching of the forward contract amounts and the value of the securities involved will not generally be possible
because the future value of such securities in foreign currencies will change as a consequence of market movements in the value of those
securities between the date the forward contract is entered into and the date it matures. Accordingly, it may be necessary for a Fund to
purchase additional foreign currency on the spot (i.e., cash) market (and bear the expense of such purchase) if the market value of the
security is less than the amount of foreign currency the Fund is obligated to deliver and if a decision is made to sell the security and make
delivery of the foreign currency. Conversely, it may be necessary to sell on the spot market some of the foreign currency received upon the
sale of the portfolio security if its market value exceeds the amount of foreign currency the Fund is obligated to deliver. The projection of
short-term currency market movements is extremely difficult, and the successful execution of a short-term hedging strategy is highly
uncertain. Forward contracts involve the risk that anticipated currency movements will not be accurately predicted, causing the Fund to
sustain losses on these contracts and transaction costs. A Fund may enter into forward contracts or maintain a net exposure to such contracts
only if (1) the consummation of the contracts would not obligate the Fund to deliver an amount of foreign currency in excess of the value of
the Fund’s portfolio securities or other assets denominated in that currency or (2) the Fund designates liquid assets in an amount not less
than t