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incorporated by reference in its entirety into the Prospectus. The Fund’s audited financial statements and financial highlights for the fiscal year ended April 30, 2024
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This SAI is not an offer to sell shares of beneficial interest (“Shares”) of the Fund and is not soliciting an offer to buy Shares in any state where the offer or sale

is not permitted.
 
Capitalized terms not otherwise defined herein have the same meaning set forth in the Prospectus.
 
Shares are distributed by Foreside Fund Services, LLC (“Distributor”) to institutions and financial intermediaries who may distribute Shares to clients and

customers (including affiliates and correspondents) of the Fund’s investment manager, Alternative Fund Advisors, LLC (“AFA” or the “Investment Manager”), and to
clients and customers of other organizations. The Fund’s Prospectus, which is dated August 31, 2024, provides basic information investors should know before investing.
This SAI is intended to provide additional information regarding the activities and operations of the Fund and should be read in conjunction with the Prospectus.
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GENERAL INFORMATION

 
The AFA Private Credit Fund (the “Fund”) is a Delaware statutory trust registered under the Investment Company Act of 1940, as amended (the “Investment

Company Act”), as a non-diversified, closed-end management investment company. Prior to August 31, 2023, the Fund was named the AFA Multi-Manager Credit Fund.
The Fund operates as an interval fund.

 
INVESTMENT POLICIES AND PRACTICES

 
The investment objective of the Fund, as well as the principal investment strategies of the Fund and the principal risks associated with such investment

strategies, are set forth in the Prospectus. Certain additional information regarding the investment program of the Fund is set forth below.
 

FUNDAMENTAL POLICIES
 

The Fund’s fundamental policies, which are listed below, may only be changed by the affirmative vote of a majority of the outstanding voting securities of the
Fund. No other policy is a fundamental policy of the Fund, except as expressly stated. At the present time the Shares are the only outstanding voting securities of the
Fund. As defined by the Investment Company Act, the vote of a “majority of the outstanding voting securities of the Fund” means the vote, at an annual or special
meeting of the Shareholders of the Fund, duly called, (i) of 67% or more of the Shares represented at such meeting, if the holders of more than 50% of the outstanding
Shares are present in person or represented by proxy or (ii) of more than 50% of the outstanding Shares, whichever is less. Within the limits of the fundamental policies of
the Fund, the management of the Fund has reserved freedom of action. The Fund may not:

 
  (1) Issue any senior security, except to the extent permitted by Section 18 of the Investment Company Act, as interpreted,

modified, or otherwise permitted by the Securities and Exchange Commission (the “SEC”) or any other applicable authority.
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  (2) Borrow money, except to the extent permitted by Section 18 of the Investment Company Act, as interpreted, modified, or

otherwise permitted by the SEC or any other applicable authority. This investment restriction does not apply to borrowings
from affiliated investment companies or other affiliated persons of the Fund to the extent permitted by the Investment
Company Act, the SEC or any other applicable authority. The Fund may borrow for investment and other purposes, such as
for satisfying repurchase offers or to otherwise provide the Fund with liquidity.

 
  (3) Underwrite securities of other issuers, except insofar as the Fund may be deemed to be an underwriter under the Securities

Act of 1933, as amended (the “Securities Act”), in connection with the disposition of its portfolio securities.
 
  (4) Make loans, except as permitted under the Investment Company Act, and as interpreted, modified, or otherwise permitted by

regulatory authority having jurisdiction, from time to time.
 
  (5) Purchase or sell real estate except as permitted under the Investment Company Act, and as interpreted, modified, or

otherwise permitted by regulatory authority having jurisdiction, from time to time.
 
  (6) Invest in commodities and commodity contracts, except that the Fund (i) may purchase and sell non-U.S. currencies, options,

swaps, futures and forward contracts, including those related to indexes, options and options on indexes, as well as other
financial instruments and contracts that are commodities or commodity contracts, (ii) may also purchase or sell commodities
if acquired as a result of ownership of securities or other instruments, (iii) may invest in commodity pools and other entities
that purchase and sell commodities and commodity contracts, and (iv) may make such investments as otherwise permitted by
the Investment Company Act.

 
  (7) Invest 25% or more of the value of its total assets in the securities of issuers that the Fund’s investment advisor determines

are engaged in any single industry, except that U.S. government securities and repurchase agreements collateralized by U.S.
government securities may be purchased without limitation. To the extent that an Underlying Fund has adopted a policy to
concentrate in a particular industry or group of industries, the Fund will consider such a policy for purposes of determining
compliance with its concentration policy.

 
With respect to these investment restrictions and other policies described in this SAI or the Prospectus, if a percentage restriction is adhered to at the time of an

investment or transaction, a later change in percentage resulting from a change in the values of investments or the value of the Fund’s total assets, unless otherwise stated,
will not constitute a violation of such restriction or policy.

 
In addition to the above, the Fund has adopted a fundamental policy that it will make quarterly repurchase offers for no less than for 5% and not more than 25%

of the shares outstanding at per-class net asset value (“NAV”) per share, unless suspended or postponed in accordance with regulatory requirements, and each repurchase
pricing shall occur no later than the close of business on the 14th day after the Repurchase Request Deadline, or the next business day if the 14th is not a business day.
Shareholders can obtain the date of the next Repurchase Request Deadline by writing to the Fund, c/o UMB Fund Services, Inc., 235 West Galena Street, Milwaukee, WI
53212, or by calling the Fund toll-free at 1 (844) 440-4450.
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THE FUND MAY CHANGE ITS INVESTMENT OBJECTIVE, POLICIES, RESTRICTIONS,

STRATEGIES, AND TECHNIQUES.
 

Except as otherwise indicated, the Fund may change its investment objectives and any of its policies, restrictions, strategies, and techniques without Shareholder
approval. The investment objective of the Fund is not a fundamental policy of the Fund and may be changed by the Board of Trustees of the Fund (the “Board”) without
the vote of a majority (as defined by the Investment Company Act) of the Fund’s outstanding Shares. The Fund will provide shareholders with at least 60 days’ notice
prior to changing the policy to invest under normal circumstances 80% of its net assets, plus the amount of any borrowings for investment purposes, either directly or
indirectly, in a range of private credit securities and other private credit-related investments.

 
ADDITIONAL INFORMATION ON INVESTMENT TECHNIQUES OF THE FUND AND RELATED RISKS  

 
As discussed in the Prospectus, the Fund pursues its investment objective by investing at least 80% of its net assets including any borrowings for investment

purposes, either directly or indirectly, in a range of private credit securities and other private credit-related investments. The Fund uses a multi-manager strategy by
allocating its assets primarily among (1) a range of investment vehicles (“Underlying Funds”) that are managed by a select group of experienced institutional managers
(“Underlying Managers”) identified for their expertise in implementing various credit strategies, and (2) directly in private loans, loan participations and private credit
securities (“Direct Investments”). In addition, the Fund may access Underlying Managers indirectly through special purpose vehicles or a separately managed account.
This section provides additional information about various types of investments and investment techniques that may be employed by Underlying Funds in which the Fund
invests, or by the Fund. Any decision to invest in the Fund should take into account that the Fund's investments will be subject to related risks, which can be substantial.

 
Agriculture and Timber Companies

 
The Fund may invest its assets in securities issued by companies in the agriculture industry or private funds that invest in such securities. Companies involved

in the agriculture industry and farming-related activities may be affected by certain legislative or regulatory developments related to food safety, the environment, taxes
and other governmental policies. Companies involved in the agriculture industry and farming-related activities may be subject to the risk of liability for environmental
damage, depletion of resources and mandated expenditures for safety and pollution control devices. An increased competitive landscape, caused by increased availability
of food and other agricultural commodities, economic recession or labor difficulties, may lead to a decrease in demand for products and services provided by companies
involved in agriculture and farming-related activities. Furthermore, agricultural and farming-related activities are subject to risks associated with cyclicality of revenues
and earnings, economic recession, currency fluctuations, changing consumer tastes, extensive competition, consolidation and excess capacity. Generally, companies
involved in the agriculture industry and farming-related activities are affected by the economic health of consumers. As a result, a weak economy and its effect on
consumer spending could adversely affect such companies.

 
Timber companies may be affected by numerous factors, including events occurring in nature and international politics. For example, the volume and value of

timber that can be harvested from timberlands may be limited by natural disasters and other events such as fire, volcanic eruptions, insect infestation, disease, ice storms,
windstorms, flooding, other weather conditions and other causes. In periods of poor logging conditions, timber companies may harvest less timber than expected. Timber
companies are subject to many federal, state and local environmental and health and safety laws and regulations. In addition, rising interest rates and general economic
conditions may affect the demand for timber products.
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Asset-Backed (Including Mortgage-Backed) Securities

 
To the extent described in the Prospectus, the Fund may purchase asset-backed securities, which are securities backed by mortgages, real estate debt, consumer

loans, senior living debt, installment contracts, small business loans, credit card receivables or other financial assets. The investment characteristics of asset-backed
securities differ from those of traditional fixed-income securities. Asset-backed securities represent interests in “pools” of assets in which payments of both interest and
principal on the securities are made periodically, thus in effect “passing through” such payments made by the individual borrowers on the assets that underlie the
securities, net of any fees paid to the issuer or guarantor of the securities. The average life of asset-backed securities varies with the maturities of the underlying
instruments, and the average life of a mortgage-backed instrument, in particular, is likely to be substantially less than the original maturity of the mortgage pools
underlying the securities as a result of mortgage prepayments. For this and other reasons, an asset-backed security normally is subject to both call risk and extension risk,
and an asset- backed security’s stated maturity may be shortened. In addition, the security’s total return may be difficult to predict precisely. These differences can result
in significantly greater price and yield volatility than is the case with traditional fixed-income securities. 

 
If an asset-backed security is purchased 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. Conversely, if an asset-backed security is purchased at a discount, faster than
expected prepayments will increase, while slower than expected prepayments will decrease, yield to maturity. In calculating the average weighted maturity of the Fund’s
fixed income investments, the maturity of asset-backed securities will be based on estimates of average life. Prepayments on asset-backed securities generally increase
with falling interest rates and decrease with rising interest rates; furthermore, prepayment rates are influenced by a variety of economic and social factors. In general, the
collateral supporting non-mortgage asset-backed securities is of shorter maturity than mortgage loans and is less likely to experience substantial prepayments.

 
Asset-backed securities acquired by the Fund may include collateralized mortgage obligations (“CMOs”). CMOs provide the holder with a specified interest in

the cash flow of a pool of underlying mortgages or other mortgage-backed securities. Issuers of CMOs ordinarily elect to be taxed as pass-through entities known as real
estate mortgage investment conduits (“REMICs”). CMOs are issued in multiple classes, each with a specified fixed or floating interest rate and a final distribution date.
The relative payment rights of the various CMO classes may be structured in a variety of ways, and normally are considered derivative securities. In some cases CMOs
may be highly leveraged and very speculative. The Fund will not purchase “residual” CMO interests, which normally exhibit greater price volatility.

 
Business Development Companies

 
The Fund may invest in business development companies (“BDCs”). A BDC is regulated under the Investment Company Act but may carry risks similar to

those of a private equity fund or a venture capital fund. Certain BDCs are not publicly traded and are illiquid investments. It may not be possible to redeem shares of non-
publicly traded BDCs without paying a substantial penalty. Publicly traded BDCs usually trade at a discount to their NAV because they invest in unlisted securities and
have a limited access to capital markets. BDC investments may take the form of equity, preferred stock, or debt issuance. Leverage provided by BDC debt often serves to
increase a BDC’s yield, but subjects the BDC to increased risks, including the increased volatility and the possibility that the BDC’s common share income will fall if the
dividend rate of the preferred shares or interest rate on borrowings rises. BDCs value a significant portion of their investments at fair value, which is determined under
procedures approved by the BDC’s board of directors. Such fair valuation of securities may create increased uncertainty with respect to the value of the BDC’s
investments.
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Convertible Securities

 
Convertible securities share investment characteristics of both fixed income and equity securities. However, the value of these securities tends to vary more with

fluctuations in the value of the underlying common stock than with fluctuations in interest rates. The value of convertible securities also tends to exhibit lower volatility
than the underlying common stock. Convertible securities generally offer lower interest or dividend yields than non-convertible securities of similar quality. Investors
could lose money if the issuer of a convertible security is unable to meet its financial obligations or goes bankrupt. Lower quality convertible securities, also known as
“junk bonds,” involve greater risk of default or price changes due to the issuer’s creditworthiness. The market prices of these securities may fluctuate more than those of
higher quality securities and may decline significantly in periods of general economic difficulty, which may follow periods of rising interest rates. Securities in the lowest
quality category may present the risk of default or may be in default.

 
Hybrid Securities

 
The Fund may invest in hybrid securities. A hybrid security is a type of security that also has equity and debt characteristics. Like equities, which have no final

maturity, a hybrid security may be callable at the option of the issuer on a date specified at issue. Additionally, like common equities, which may stop paying dividends at
virtually any time without violating any contractual terms or conditions, hybrids typically allow for issuers to withhold payment of interest until a later date or to suspend
coupon payments entirely without triggering an event of default. Hybrid securities are normally at the bottom of an issuer’s debt capital structure because holders of an
issuer’s hybrid securities are structurally subordinated to the issuer’s senior creditors. In bankruptcy, hybrid security holders should only get paid after all senior creditors
of the issuer have been paid out before any disbursements are made to the issuer’s equity holders. Accordingly, hybrid securities may be more sensitive to economic
changes than more senior debt securities. Such securities may also be viewed as more equity-like by the market when the issuer or its parent company experiences
financial difficulties.

 
Infrastructure Companies

 
The Fund considers a company to be engaged in the infrastructure business if it derives at least 50% of its revenues or earnings from, or devotes at least 50% of

its assets to, infrastructure-related activities. The Fund defines infrastructure as the systems and networks of energy, transportation, utilities, communication and other
services required for the normal function of society. Infrastructure companies are involved in, among other things: (1) the generation, transmission and distribution of
electric energy; (2) the storage, transportation and distribution of natural resources, such as natural gas, used to produce energy; (3) alternative energy sources; (4) the
building, operation and maintenance of highways, toll roads, tunnels, bridges and parking lots; (5) the building, operation and maintenance of airports and ports, railroads
and mass transit systems; (6) telecommunications, including wireless and cable networks; (7) water treatment and distribution; and (8) other public services such as health
care and education.

 
Investments in infrastructure-related companies have greater exposure to the potential adverse economic, regulatory, political and other changes affecting such

entities. Infrastructure-related companies are subject to a variety of factors that may adversely affect their business or operations including high interest costs in
connection with capital construction programs, costs associated with compliance with and changes in environmental and other regulations, difficulty in raising capital in
adequate amounts on reasonable terms in periods of high inflation and unsettled capital markets, the effects of surplus capacity, increased competition from other
providers of services in a developing deregulatory environment, uncertainties concerning the availability of fuel at reasonable prices, the effects of energy conservation
policies and other factors. Additionally, infrastructure-related entities may be subject to regulation by various governmental authorities and may also be affected by
governmental regulation of rates charged to customers, government budgetary constraints, service interruption due to environmental, operational or other mishaps and the
imposition of special tariffs and changes in tax laws, regulatory policies and accounting standards. Other factors that may affect the operations of infrastructure-related
companies include innovations in technology that could render the way in which a company delivers a product or service obsolete, significant changes to the number of
ultimate end-users of a company’s products, increased susceptibility to terrorist acts or political actions, risks of environmental damage due to a company’s operations or
an accident, and general changes in market sentiment towards infrastructure and utilities assets.
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Life Settlement Investments

 
The Fund may invest in life settlements, which are sales to third parties, such as the Fund, of existing life insurance contracts for more than their cash surrender

value but less than the net benefits to be paid under the policies. When the Fund acquires such a contract, it pays the policy premiums in return for the expected receipt of
the net benefit as the beneficiary under the policy. Investments in these contracts involve certain risks, including liquidity risk, credit risk of the insurance company, and
inaccurate estimations of life expectancy of the insured individuals (viators). These policies are considered illiquid in that they are bought and sold in a secondary market
through life settlement agents. Also, in the event of a bankruptcy of the insurance carrier for a policy, the Fund may receive reduced or no benefits under the contract. The
Fund seeks to minimize credit risk by investing in policies issued by a diverse range of highly-rated insurance carriers. Furthermore, the Fund may encounter losses on its
investments if there is an inaccurate estimation of the life expectancies of viators. The Fund intends to reduce this life expectancy risk by investing only in contracts
where the life expectancy was reviewed by an experienced actuary, as well as by diversifying its investments across viators of varying ages and medical profiles. In
addition, it is unclear whether the income from life settlements is qualifying income for purposes of the Internal Revenue Service 90% gross income test the Fund must
satisfy each year to qualify as a regulated investment company (a "RIC"). The Fund intends to monitor its investments to ensure that the Fund remains qualified as a RIC.

 
Marketplace Loans and Pass-Throughs

 
The Fund may make marketplace lending investments through a combination of: (i) investing in loans to consumers, small- and mid-sized companies (“SMEs”)

and other borrowers, including borrowers of student loans, originated through online platforms (or an affiliate) that provide a marketplace for lending (“Marketplace
Loans”) through purchases of whole loans (either individually or in aggregations); (ii) investing in notes or other pass-through obligations issued by a marketplace
lending platform (or an affiliate) representing the right to receive the principal and interest payments on a Marketplace Loan (or fractional portions thereof) originated
through the platform (“Pass-Through Notes”); (iii) purchasing asset-backed securities representing ownership in a pool of Marketplace Loans; (iv) investing in private
investment funds that purchase Marketplace Loans, (v) acquiring an equity interest in a marketplace lending platform (or an affiliate); and (vi) providing loans, credit
lines or other extensions of credit to a marketplace lending platform (or an affiliate) (collectively, “Marketplace Lending Instruments”). Marketplace Lending Instruments
are generally not rated by the nationally recognized statistical rating organizations (“NRSROs”). Such unrated instruments, however, are considered to be comparable in
quality to securities falling into any of the ratings categories used by such NRSROs to classify “junk” bonds. Accordingly, the Fund’s unrated Marketplace Lending
Instrument investments constitute highly risky and speculative investments similar to investments in “junk” bonds.
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A portion of the Marketplace Loans in which the Fund may invest will not be secured by any collateral, will not be guaranteed or insured by a third party and

will not be backed by any governmental authority. Accordingly, the platforms and any third-party collection agencies will be limited in their ability to collect on defaulted
Marketplace Loans. With respect to Marketplace Loans secured by collateral, there can be no assurance that the liquidation of any such collateral would satisfy a
borrower’s obligation in the event of a default under its Marketplace Loan.

 
Furthermore, Marketplace Loans may not contain any cross-default or similar provisions. A cross-default provision makes a default under certain debt of a

borrower an automatic default on other debt of that borrower. The effect of this can be to allow other creditors to move more quickly to claim any assets of the borrower.
To the extent a Marketplace Loan does not contain a cross-default provision, the loan will not be placed automatically in default upon that borrower’s default on any of
the borrower’s other debt obligations, unless there are relevant independent grounds for a default on the loan. In addition, the Marketplace Loan will not be referred to a
third- party collection agency for collection because of a borrower’s default on debt obligations other than the Marketplace Loan. If a borrower first defaults on debt
obligations other than the Marketplace Loan, the creditors to such other debt obligations may seize the borrower’s assets or pursue other legal action against the borrower,
which may adversely impact the ability to recoup any principal and interest payments on the Marketplace Loan if the borrower subsequently defaults on the loan. In
addition, an operator of a platform is generally not required to repurchase Marketplace Loans from a lender except under very narrow circumstances, such as in cases of
verifiable identity fraud by the borrower or as may otherwise be negotiated by the Fund when purchasing whole loans.

 
Borrowers may seek protection under federal bankruptcy law or similar laws. If a borrower files for bankruptcy (or becomes the subject of an involuntary

petition), a stay will go into effect that will automatically put any pending collection actions on hold and prevent further collection action absent bankruptcy court
approval. Whether any payment will ultimately be made or received on a Marketplace Loan after bankruptcy status is declared depends on the borrower’s particular
financial situation and the determination of the court. It is possible that the borrower’s liability on the Marketplace Loan will be discharged in bankruptcy. In most cases
involving the bankruptcy of a borrower with an unsecured Marketplace Loan, unsecured creditors will receive only a fraction of any amount outstanding on their loan, if
anything at all.

 
As Pass-Through Notes are pass-through obligations of the operators of the lending platforms, and not direct obligations of the borrowers under the underlying

Marketplace Loans originated by such platforms, holders of certain Pass-Through Notes are exposed to the credit risk of the operator. An operator that becomes subject to
bankruptcy proceedings may be unable to make full and timely payments on its Pass-Through Notes even if the borrowers of the underlying Marketplace Loans timely
make all payments due from them. In addition, Pass-Through Notes are non-recourse obligations (except to the extent that the operator actually receives payments from
the borrower on the loan). Accordingly, lenders assume all of the borrower credit risk on the loans they fund and are not entitled to recover any deficiency of principal or
interest from the operator if the borrower defaults on its payments.

 
There may be a delay between the time the Fund commits to purchase a Pass-Through Note and the issuance of such note and, during such delay, the funds

committed to such an investment will not be available for investment in other Marketplace Lending Instruments. Because the funds committed to an investment in Pass-
Through Notes do not earn interest until the issuance of the note, the delay in issuance will have the effect of reducing the effective rate of return on the investment.
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Master Limited Partnerships

 
The Fund may invest up to 25% of its net assets in equity securities of master limited partnerships (“MLPs”) and their affiliates. An MLP generally has two

classes of partners, the general partner and the limited partners. The general partner normally controls the MLP through an equity interest plus units that are subordinated
to the common (publicly traded) units for an initial period and then only converting to common if certain financial tests are met. As a motivation for the general partner to
successfully manage the MLP and increase cash flows, the terms of most MLPs typically provide that the general partner receives a large portion of the net income as
distributions reach higher target levels. As cash flow grows, the general partner receives greater interest in the incremental income compared to the interest of limited
partners. The general partner’s incentive compensation typically increases to up to 50% of incremental income. Nevertheless, the aggregate amount distributed to limited
partners will increase as MLP distributions reach higher target levels. Given this incentive structure, the general partner has an incentive to streamline operations and
undertake acquisitions and growth projects in order to increase distributions to all partners.

 
MLP common units represent an equity ownership interest in a partnership, providing limited voting rights and entitling the holder to a share of the company’s

success through distributions and/or capital appreciation. Unlike shareholders of a corporation, common unit holders do not elect directors annually and generally have
the right to vote only on certain significant events, such as mergers, a sale of substantially all of the assets, removal of the general partner or material amendments to the
partnership agreement. MLPs are required by their partnership agreements to distribute a large percentage of their current operating earnings. Common unit holders
generally have first right to a minimum quarterly distribution prior to distributions to the convertible subordinated unit holders or general partner (including incentive
distributions). Common unit holders typically have arrearage rights if the minimum quarterly distribution is not met. In the event of liquidation, MLP common unit
holders have first right to the partnership’s remaining assets after bondholders, other debt holders, and preferred unit holders have been paid in full. MLP common units
trade on a national securities exchange or over-the-counter. Some limited liability companies (“LLCs”) may be treated as MLPs for federal income tax purposes. 

 
Similar to MLPs, LLCs typically do not pay federal income tax at the entity level and are required by their operating agreements to distribute a large percentage

of their current operating earnings. In contrast to MLPs, LLCs have no general partner and there are no incentives that entitle management or other unit holders to
increased percentages of cash distributions as distributions reach higher target levels. In addition, LLC common unit holders typically have voting rights with respect to
the LLC, whereas MLP common units have limited voting rights. MLP common units and other equity securities can be affected by macro-economic and other factors
affecting the stock market in general, expectations of interest rates, investor sentiment toward MLPs or a MLP’s business sector, changes in a particular issuer’s financial
condition, or unfavorable or unanticipated poor performance of a particular issuer (in the case of MLPs, generally measured in terms of distributable cash flow).

 
Prices of common units of individual MLPs and other equity securities can also be affected by fundamentals unique to the partnership or company, including

earnings power and coverage ratios. MLP convertible subordinated units are typically issued by MLPs to founders, corporate general partners of MLPs, entities that sell
assets to the MLP, and institutional investors, and may be purchased in direct placements from such persons. The purpose of the convertible subordinated units is to
increase the likelihood that during the subordination period there will be available cash to be distributed to common unit holders. Convertible subordinated units generally
are not entitled to distributions until holders of common units have received specified minimum quarterly distributions, plus any arrearages, and may receive less in
distributions upon liquidation. Convertible subordinated unit holders generally are entitled to a minimum quarterly distribution prior to the payment of incentive
distributions to the general partner, but are not entitled to arrearage rights. Therefore, they generally entail greater risk than MLP common units. They are generally
convertible automatically into the senior common units of the same issuer at a one-to-one ratio upon the passage of time or their satisfaction of certain financial tests.
These units do not trade on a national exchange or over-the-counter, and there is no active market for convertible subordinated units. The value of a convertible security is
a function of its worth if converted into the underlying common units. Convertible subordinated units generally have similar voting rights to MLP common units. Because
convertible subordinated units generally convert to common units on a one-to-one ratio, the price that the Fund could be expected to pay upon the purchase or to realize
upon resale is generally tied to the common unit price less a discount. The size of the discount varies depending on a variety of factors including the likelihood of
conversion, and the length of time remaining to conversion, and the size of the block purchased.
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MLP I-Shares represent an indirect investment in MLP I-units. I-units are equity securities issued to affiliates of MLPs, typically a limited liability company,

that own an interest in and manage the MLP. The issuer has management rights but is not entitled to incentive distributions. The I-Share issuer’s assets consist exclusively
of MLP I-units. Distributions by MLPs to I-unit holders are made in the form of additional I-units, generally equal in amount to the cash received by common unit holders
of MLPs. Distributions to I-units are made in the form of additional I-Shares, generally equal in amount to the I-units received by the I-Share issuer. The issuer of the I-
Share is taxed as a corporation for federal income tax purposes; accordingly, investors receive a Form 1099, are not allocated their proportionate share of income of the
MLPs and are not subject to state income tax filing obligations. The price of I-units and their volatility tend to be correlated to the price of common units, although the
price correlation is not precise.

 
Mortgage Servicing Rights

 
Mortgage servicing rights are the contractual rights to cash flows payable to the actual mortgage servicer of a pool of mortgage loans for their ongoing

administrative duties. An investment in mortgage servicing rights is negatively impacted if prepayments are higher than projected (often precipitated by a decline in
interest rates), defaults and/or delinquencies are higher than projected, mortgage servicing advances are higher than projected, or a prior mortgage servicing GSE approval
is revoked. A mortgage servicer requires approval from a GSE such as Fannie Mae or Freddie Mac before they are allowed to service conforming mortgages. Mortgage
servicing rights can also be negatively impacted by changes in state and/or federal regulations.

 
Real Estate Investment Trusts

 
The Fund may invest in real estate investment trusts (“REITs”). REITs are pooled investment vehicles which invest primarily in real estate or real estate related

loans. REITs are generally classified as equity REITs, mortgage REITs or a combination of equity and mortgage REITs. Equity REITs invest the majority of their assets
directly in real property and derive income primarily from the collection of rents. Equity REITs can also realize capital gains by selling properties that have appreciated in
value. Equity REITs may further be categorized by the type of real estate securities they own, such as apartment properties, retail shopping centers, office and industrial
properties, hotels, healthcare facilities, manufactured housing and mixed property types. Mortgage REITs invest the majority of their assets in real estate mortgages and
derive income from the collection of interest payments. Hybrid REITs combine the characteristics of both equity and mortgage REITs. Like regulated investment
companies such as the Fund, REITs are not taxed on income distributed to shareholders provided they comply with certain requirements under the Code. The Fund will
indirectly bear its proportionate share of any expenses paid by REITs in which it invests in addition to the expenses paid by the Fund.
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Investing in REITs involves certain unique risks. Equity REITs may be affected by changes in the value of the underlying property owned by such REITs, while

mortgage REITs may be affected by the quality of any credit extended. REITs are dependent upon management skills, are not diversified (except to the extent the Code
requires), and are subject to the risks of financing projects. REITs are subject to heavy cash flow dependency, default by borrowers, self-liquidation, and the possibilities
of failing to qualify for the exemption from tax for distributed income under the Code and failing to maintain their exemptions from the Investment Company Act. REITs
(especially mortgage REITs) are also subject to interest rate risks. Investing in REITs also involves risks similar to those associated with investing in small capitalization
companies. That is, they may have limited financial resources, may trade less frequently and in a limited volume and may be subject to abrupt or erratic price movements
in comparison to larger capitalization companies. To the extent that assets underlying a REIT are concentrated geographically, by property type or in certain other
respects, these risks may be heightened.

 
In addition, the value of such securities may fluctuate in response to the market’s perception of the creditworthiness of the issuers of mortgage-related securities

owned by the Fund. Because investments in mortgage-related securities are interest sensitive, the ability of the issuer to reinvest or to reinvest favorably in underlying
mortgages may be limited by government regulation or tax policy. For example, action by the Board of Governors of the Federal Reserve System to limit the growth of
the nation’s money supply may cause interest rates to rise and thereby reduce the volume of new residential mortgages. Additionally, although mortgages and mortgage-
related securities are generally supported by some form of government or private guarantees and/or insurance, there is no assurance that private guarantors or insurers will
be able to meet their obligation. REITs (especially mortgage REITs) are also subject to interest rate risks. When interest rates decline, the value of a REIT’s investment in
fixed rate obligations can be expected to rise. Conversely, when interest rates rise, the value of a REIT’s investment in fixed rate obligations can be expected to decline. In
contrast, as interest rates on adjustable rate mortgage loans are reset periodically, yields on a REIT’s investments in such loans will gradually align themselves to reflect
changes in market interest rates, causing the value of such investments to fluctuate less dramatically in response to interest rate fluctuations than would investments in
fixed rate obligations.

 
The REIT investments of the Fund may often not provide complete tax information to the Fund until after the calendar year-end. Consequently, because of the

delay, it may be necessary for the Fund to request permission to extend the deadline for issuance of Forms 1099-DIV beyond January 31. Also, under current provisions
of the Code, distributions attributable to operating income of REITs in which the Fund invests are not eligible for favorable tax treatment as long- term capital gains and
will be taxable to you as ordinary income. To the extent, however, that the Fund designates dividends it pays to its shareholders as “section 199A dividends” such
shareholder may be eligible for a 20% deduction with respect to such dividends through 2025. The amount of section 199A dividends that the Fund may pay and report to
its shareholders is limited to the excess of the ordinary REIT dividends, other than capital gain dividends and portions of REIT dividends designated as qualified dividend
income, that the Fund receives from REITs for a taxable year over the Fund’s expenses allocable to such dividends. Absent legislative amendments, the section 199A
dividend provision will sunset after December 31, 2025, at which point the 20% deduction will no longer be available.

 
Reinsurance-Related Securities

 
Reinsurance occurs when insurance or reinsurance companies share risk by purchasing insurance policies from other insurers or reinsurers to limit the total loss

the original insurer or reinsurer would experience in case of disaster. Reinsurance involves the practice of insurers or reinsurers transferring portions of risk portfolios to
other parties by agreement in order to reduce the likelihood of having to pay a large obligation resulting from an insurance claim. The intent of reinsurance is for an
insurance or reinsurance company to reduce the risks associated with underwritten policies by spreading risks across alternative institutions. The party seeking
reinsurance is known as the ceding party. The party that accepts a portion of the potential obligation in exchange for a share of the insurance premium is known as the
reinsurer.
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The Fund may invest in reinsurance-related securities. The principal risk of an investment in a reinsurance-related security is that a triggering event(s) (natural

events such as a hurricane, tornado or earthquake or non-natural events such as large aviation disasters) will occur and the Fund will lose all or a portion of the principal it
has invested in the security and the right to additional interest payments with respect to the security. If multiple triggering events occur that impact a significant portion of
the Fund’s portfolio, the Fund could suffer substantial losses and an investor will lose money. There is no way to accurately predict whether a triggering event will occur
and because of this significant uncertainty, reinsurance-related securities carry a high degree of risk.

 
Catastrophe bonds carry large uncertainties and major risk exposures to adverse conditions. If a trigger event, as defined within the terms of the bond, involves

losses or other metrics exceeding a specific magnitude in the geographic region and time period specified therein, the Fund may lose a portion or all of its investments in
such security, including accrued interest and/or principal invested in such security. Such losses may be substantial. Because catastrophe bonds cover “catastrophic” events
that, if they occur, will result in significant losses, catastrophe bonds carry a high degree of risk of loss and are considered “high yield” or “junk” bonds. The rating, if any,
of catastrophe bonds, reflects the rating agency’s calculated probability that a pre-defined trigger event will occur. Thus, lower-rated bonds have a greater likelihood of a
triggering event occurring and resulting in a loss to the Fund. Catastrophe bonds are also subject to extension risk. The sponsor of such an investment might have the right
to extend the maturity of the bond or note to verify that the trigger event did occur or to process and audit insurance claims.

 
Event-linked bonds are a type of reinsurance-related security. The Fund may invest in event-linked bonds in one or more of three ways: the Fund may purchase

event-linked bonds when initially offered; the Fund may purchase event-linked bonds in the secondary, over-the-counter market; or the Fund may gain indirect exposure
to event-linked bonds using derivatives. As the market for event-linked bonds evolves, the Fund expects to participate in that market and to include new types of event-
linked bond offerings in their portfolios.

 
Trigger events are typically defined by three criteria: an event; a geographic area in which the event must occur; and a threshold of economic or physical loss

(either actual or modeled) caused by the event, together with a method to measure such loss. In order for a trigger event to be deemed to have occurred, each of the three
criteria must be satisfied while the bond is outstanding. The Fund has no limit as to the types of events, geographic areas or thresholds of loss referenced by event-linked
bonds in which they can invest. Generally, the event is either a natural or non-natural peril of a kind that results in significant physical or economic loss. Natural perils
include disasters such as hurricanes, earthquakes, windstorms, fires and floods. Non-natural perils include disasters resulting from human activity such as commercial and
industrial accidents or business interruptions. Some event-linked bonds reference only a single event. Other event-linked bonds may reference multiple events, the
occurrence of any one (or other number) of which would satisfy this criteria. Or, an event-linked bond may not specify a particular peril. In these cases, only the
geographic area and threshold of physical or economic loss determines whether a trigger event has occurred. For example, certain event-linked bonds, commonly referred
to as “mortality” bonds (discussed further below), have trigger events that are deemed to occur if a specific number of deaths occur in an identified geographic area
regardless of the peril which caused the loss of life.

 
● Indemnity triggers. Indemnity triggers are based on losses paid and reserved for by an identified insurance company. Generally, the identified company

sponsored the special purpose vehicle issuing the event-linked bonds. The trigger event would be considered to have occurred only if that company’s losses
on catastrophic insurance claims exceeded a certain threshold of insured claims. If the company’s losses (paid and reserved for) were less than the pre-
determined aggregate amount, then the trigger event would not be considered to have occurred and the Fund would be entitled to recover their principal
plus accrued but unpaid interest. Indemnity triggers require investors and rating agencies to understand the risks of the insurance and reinsurance policies
underwritten by the company, which may be difficult to obtain and ascertain, particularly in the case of complex commercial insurance and reinsurance
policies. In addition, event-linked bond investors are dependent upon the company’s ability to estimate and settle catastrophe claims in a manner that
would not be disadvantageous to investors’ interests.
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● Index triggers. Index triggers are based on pre-defined formulas, which eliminate the risks relating to a company’s insurance claims-handling practices and

potential information barriers. However, investors are dependent upon the accuracy of the models and other information received from reporting services
used to calculate the loss or metric. Index triggers follow one of the three broad approaches: modeled-loss, industry loss and parametric.

 
  ● Modeled-Loss. Modeled-loss triggers are based upon a catastrophe-modeling firm’s database estimate of a hypothetical company’s losses

based on a model policy portfolio.
 
  ● Industry Loss. Industry loss triggers are based upon the estimated loss for the insurance industry as a whole from a particular catastrophe.

Estimates are derived from a reporting service, such as Property Claim Services.
 
  ● Parametric. Parametric triggers are based upon the occurrence of a catastrophic event with certain defined physical parameters (e.g., wind

speed of a hurricane, as measured from a pre-determined location, or magnitude of an earthquake, as measured from a pre-determined
location).

 
● Hybrid triggers. Hybrid triggers involve more than one metric of physical or economic loss in a single event-linked bond transaction. For example, after

the occurrence of a qualifying U.S. earthquake, a modeled-loss index is used to establish a company’s overall market share, and then applied to the
industry-loss index associated with the qualifying event to determine any principal reduction. Hybrid triggers may be more complicated and difficult to
understand for investors, and involve the applicable risks associated with the types of triggers described above.

 
Royalty Trusts

 
The Fund may invest in royalty trusts. A royalty trust typically controls an operating company which purchases oil and gas properties using the trust's capital.

The royalty trust then receives royalties and/or interest payments from its operating company and distributes them as income to its unitholders. Units of the royalty trust
represent an economic interest in the underlying assets of the trust.

 
The yield generated by a royalty trust is not guaranteed and because developments in the oil, gas and natural resource markets will affect payouts, can be

volatile. For example, the yield on an oil royalty trust can be affected by changes in production levels, natural resources, political and military developments, regulatory
changes and conservation efforts. In addition, natural resources are depleting assets. Eventually, the income-producing ability of the royalty trust will be exhausted.
Generally, higher yielding trusts have less time until depletion of proven reserves. Depending on the U.S. federal income tax classifications of the royalty trusts in which
the Fund invests, securities issued by certain royalty trusts (such as royalty trusts which are grantor trusts for U.S. federal income tax purposes) may not produce
qualifying income for purposes of the income requirements of the Code. Additionally, the Fund may be deemed to own the assets of each royalty trust and would need to
look to such assets when determining its compliance with the diversification requirements under the Code. The Fund will monitor its investments in royalty trusts with the
objective of maintaining its continued qualification as a RIC.
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The Fund may invest in oil royalty trusts that are traded on stock exchanges. Oil royalty trusts are income trusts that own or control oil and gas operating

companies. Oil royalty trusts pay out substantially all of the cash flow they receive from the production and sale of underlying crude oil and natural gas reserves to
unitholders in the form of monthly dividends (distributions). As a result of distributing the bulk of their cash flow to unitholders, royalty trusts are effectively precluded
from internally originating new oil and gas prospects. Therefore, these royalty trusts typically grow through acquisition of producing companies or those with proven
reserves of oil and gas, funded through the issuance of additional equity or, where the trust is able, additional debt. Consequently, oil royalty trusts are considered less
exposed to the uncertainties faced by a traditional exploration and production corporation. However, they are still exposed to commodity risk and reserve risk, as well as
operating risk.

 
The operations and financial condition of oil royalty trusts, and the amount of distributions or dividends paid on their securities, is dependent on oil prices.

Prices for commodities vary and are determined by supply and demand factors, including weather and general economic and political conditions. A decline in oil prices
could have a substantial adverse effect on the operations and financial conditions of the trusts. Such trusts are also subject to the risk of an adverse change in the
regulations of the natural resource industry and other operational risks relating to the energy sector. In addition, the underlying operating companies held or controlled by
the trusts are usually involved in oil exploration; however, such companies may not be successful in holding, discovering, or exploiting adequate commercial quantities of
oil, the failure of which will adversely affect their values. Even if successful, oil and gas prices have fluctuated widely during the most recent years and may continue to
do so in the future. The combination of global demand growth and depleting reserves, together with current geopolitical instability, will likely continue to support strong
crude oil prices over the long term. However, there is no guarantee that these prices will not decline. Declining crude oil prices may cause the Fund to incur losses on its
investments. In addition, the demand in and supply to the developing markets could be affected by other factors such as restrictions on imports, increased taxation, and
creation of government monopolies, as well as social, economic and political uncertainty and instability. Furthermore, there is no guarantee that non-conventional sources
of natural gas will not be discovered which would adversely affect the oil industry.

 
Moreover, as the underlying oil and gas reserves are produced, the remaining reserves attributable to the royalty trust are depleted. The ability of a royalty trust

to replace reserves is therefore fundamental to its ability to maintain distribution levels and unit prices over time. Certain royalty trusts have demonstrated consistent
positive reserve growth year-over-year and, as such, certain royalty trusts have been successful to date in this respect and are thus currently trading at unit prices
significantly higher than those of five or ten years ago. Oil royalty trusts manage reserve depletion through reserve additions resulting from internal capital development
activities and through acquisitions. When the Fund invests in foreign oil royalty trusts, it will also be subject to foreign securities risks.

 
Sovereign Debt

 
Sovereign debt instruments, which are debt obligations issued or guaranteed by a foreign governmental entity, are subject to the risk that the governmental

entity may delay or fail to pay interest or repay principal on debt that it has issued or guaranteed, due, for example, to cash flow problems, insufficient foreign currency
reserves, political considerations, relationships with other lenders such as commercial banks, the relative size of the governmental entity’s debt position in relation to the
economy or the failure to put in place economic reforms required by the International Monetary Fund or other multi-lateral agencies. If a govern-mental entity defaults, it
may ask for more time in which to pay or for further loans, or it may ask for forgiveness of interest or principal on its existing debt. On the other hand, a governmental
entity may be unwilling to renegotiate the terms of its sovereign debt. There may be no established legal process for a U.S. bondholder (such as a portfolio) to enforce its
rights against a governmental entity that does not fulfill its obligations, nor are there bankruptcy proceedings through which all or part of the sovereign debt that a
governmental entity has not repaid may be collect-ed. Certain countries in Europe currently have large sovereign debts and/or fiscal deficits which has led to significant
uncertainties in the market as to whether or not the governments of those countries will be able to pay in full and on time the amounts due in respect of those debts.
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Trade Finance

 
Trade finance consists of the financing of goods or materials during the time it takes to transport the goods from one geographic location to another. There may

be political risks (expropriation, confiscation, nationalization, war) in the movement of goods across certain countries. Economic risks exist, which include interest rate
risk, changes in tax rates, and currency movements. Counterparty risks of default and fraud as well as custody risks of theft and natural disaster also exist. To the extent
the buyer does not follow through on the contractual purchase, the Fund will also bear the price risk of reselling the goods to a new buyer.

 
U.S. Government Obligations Risk

 
While U.S. Treasury obligations are backed by the “full faith and credit” of the U.S. government, such securities are nonetheless subject to credit risk (i.e., the

risk that the U.S. government may be, or be perceived to be, unable or unwilling to honor its financial obligations, such as making payments). Securities issued or
guaranteed by federal agencies or authorities and U.S. government-sponsored instrumentalities or enterprises may or may not be backed by the full faith and credit of the
U.S. government.

 
When-Issued, Delayed Delivery and Forward Commitment Securities

 
To reduce the risk of changes in securities prices and interest rates, the Fund may purchase securities on a forward commitment, when-issued or delayed

delivery basis, which means delivery and payment take place a number of days after the date of the commitment to purchase. The payment obligation and the interest rate
receivable with respect to such purchases are fixed when the Fund enters into the commitment, but the Fund does not make payment until it receives delivery from the
counterparty. After the Fund commits to purchase such securities, but before delivery and settlement, it may sell the securities if it is deemed advisable.

 
Securities purchased on a forward commitment or when-issued or delayed delivery basis are subject to changes in value, generally changing in the same way,

i.e., appreciating when interest rates decline and depreciating when interest rates rise, based upon the public’s perception of the creditworthiness of the issuer and changes,
real or anticipated, in the level of interest rates. Securities so purchased may expose the Fund to risks because they may experience such fluctuations prior to their actual
delivery. Purchasing securities on a when-issued or delayed delivery basis can involve the additional risk that the yield available in the market when the delivery takes
place actually may be higher than that obtained in the transaction itself. Purchasing securities on a forward commitment, when-issued or delayed delivery basis when the
Fund is fully or almost fully invested results in a form of leverage and may result in greater potential fluctuation in the value of the net assets of the Fund. In addition,
there is a risk that securities purchased on a when-issued or delayed delivery basis may not be delivered and that the purchaser of securities sold by the Fund on a forward
basis will not honor its purchase obligation. In such cases, the Fund may incur a loss.
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OTHER POTENTIAL RISKS AND ADDITIONAL INVESTMENT INFORMATION

 
Dependence on the Investment Manager

 
The success of the Fund depends upon the ability of the Investment Manager to develop and implement investment strategies that achieve the investment

objective of the Fund. Shareholders will have no right or power to participate in the management or control of the Fund.
 

Business and Regulatory Risks
 

Legal, tax and regulatory developments that may adversely affect the Fund or the Investment Manager could occur during the term of the Fund. Securities and
other investment markets are subject to comprehensive statutes, regulations and margin requirements enforced by the SEC, other regulators and self-regulatory
organizations and exchanges authorized to take extraordinary actions in the event of market emergencies. The regulation of investment transactions and funds that engage
in such transactions is an evolving area of law and is subject to modification by government and judicial actions. It is impossible to predict what, if any, changes in
regulations may occur, but any regulations which restrict the ability of the Fund to complete investments or the ability of the Fund to employ, or brokers and other
counterparties to extend credit in its investments (as well as other regulatory changes that result) could have a material adverse impact on the Fund’s portfolio.

 
Reliance on Key Personnel

 
The Fund’s ability to identify attractive Underlying Managers is dependent upon the Investment Manager and Sub-Advisers. If one or more key individuals

leaves the Investment Manager or Sub-Advisers, the Investment Manager or Sub-Advisers may not be able to hire qualified replacements, or may require an extended
time to do so. This could prevent the Fund from achieving its investment objective.

 
Financial Failure of Intermediaries

 
There is always the possibility that the institutions, including brokerage firms and banks, with which the Fund does business, or to which securities have been

entrusted for custodial purposes, will encounter financial difficulties that may impair their operational capabilities or result in losses to the Fund.
 

Cyber Security Risk
 

The Fund and its service providers may be prone to operational and information security risks resulting from breaches in cyber security. A breach in cyber
security refers to both intentional and unintentional events that may cause the Fund to lose proprietary information, suffer data corruption, or lose operational capacity.
Breaches in cyber security include, among other behaviors, stealing or corrupting data maintained online or digitally, denial of service attacks on websites, the
unauthorized release of confidential information or various other forms of cyber-attacks. Cyber security breaches affecting the Fund, the Investment Manager, the Sub-
Advisers, financial intermediaries and other third-party service providers may adversely impact the Fund. For instance, cyber security breaches may interfere with the
processing of Shareholder transactions, impact the Fund’s ability to calculate its NAV, cause the release of private Shareholder information or confidential business
information, impede investment activities, subject the Fund to regulatory fines or financial losses and/or cause reputational damage. The Fund may also incur additional
costs for cyber security risk management purposes. Similar types of cyber security risks are also present for Investment Funds and for the issuers of securities in which the
Fund or an Investment Fund may invest, which could result in material adverse consequences for the Investment Funds or such issuers and may cause the Fund to lose
value.
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Payment in Kind for Repurchased Shares

 
The Fund does not expect to distribute securities as payment for repurchased Shares except in unusual circumstances, such as in the unlikely event that making

a cash payment would result in a material adverse effect on the Fund or on Shareholders not requesting that their Shares be repurchased. In the event that the Fund makes
such a distribution of securities as payment for Shares, Shareholders will bear any risks of the distributed securities and may be required to pay a brokerage commission
or other costs to dispose of such securities.

 
BOARD OF TRUSTEES AND OFFICERS OF THE FUND

 
The business operations of the Fund are managed and supervised under the direction of the Board, subject to the laws of the State of Delaware and the Fund’s

Agreement and Declaration of Trust. The Board has overall responsibility for the management and supervision of the business affairs of the Fund on behalf of its
Shareholders, including the authority to establish policies regarding the management, conduct and operation of its business. The Board exercises the same powers,
authority and responsibilities on behalf of the Fund as are customarily exercised by the board of directors of a registered investment company organized as a corporation.
The officers of the Fund conduct and supervise the daily business operations of the Fund.

 
The members of the Board (each, a “Trustee”) are not required to contribute to the capital of the Fund or to hold Shares. A majority of Trustees of the Board are

not “interested persons” (as defined in the Investment Company Act) of the Fund (collectively, the “Independent Trustees”). Any Trustee who is not an Independent
Trustee is an interested trustee (“Interested Trustee”).

 
The identity of Trustees of the Board and officers of the Fund, and their brief biographical information, including their addresses, their year of birth and

descriptions of their principal occupations during the past five years is set forth below.
 
The Trustees serve on the Board for terms of indefinite duration. A Trustee’s position in that capacity will terminate if the Trustee is removed or resigns or,

among other events, upon the Trustee’s death, incapacity, or retirement. A Trustee may resign upon written notice to the other Trustees of the Fund, and may be removed
either by (i) the vote of at least two-thirds of the Trustees of the Fund not subject to the removal vote or (ii) the vote of Shareholders of the Fund holding not less than
two-thirds of the total number of votes eligible to be cast by all Shareholders of the Fund. In the event of any vacancy in the position of a Trustee, the remaining Trustees
of the Fund may appoint an individual to serve as a Trustee so long as immediately after the appointment at least two-thirds of the Trustees of the Fund then serving have
been elected by the Shareholders of the Fund. The Board may call a meeting of the Fund’s Shareholders to fill any vacancy in the position of a Trustee of the Fund, and
must do so if the Trustees who were elected by the Shareholders of the Fund cease to constitute a majority of the Trustees then serving on the Board.

 

16 



 

 
INDEPENDENT TRUSTEES 

 

NAME, ADDRESS
AND YEAR OF BIRTH

POSITION(S)
HELD WITH
THE FUND

TERM OF
OFFICE

AND
LENGTH
OF TIME
SERVED*

PRINCIPAL OCCUPATION(S) DURING
PAST 5 YEARS

NUMBER OF
PORTFOLIOS IN

FUND COMPLEX**
OVERSEEN BY

TRUSTEE

OTHER
DIRECTORSHIPS

HELD BY TRUSTEES
David G. Lee
Year of Birth: 1952
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

Chairman and
Trustee

Since
Inception

Retired (since 2012); President and Director,
Client Opinions, Inc. (2003 – 2012); Chief
Operating Officer, Brandywine Global
Investment Management (1998 – 2002).

22  None

Robert Seyferth
Year of Birth: 1952
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

Trustee Since
Inception

Retired (since 2009); Chief Procurement
Officer/Senior Managing Director, Bear
Stearns/JP Morgan Chase (1993 – 2009).

22 None

Gary E. Shugrue
Year of Birth: 1954
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

Trustee Since
Inception

Retired (since 2023); Managing Director,
Veritable LP (2016- 2023); Founder/
President, Ascendant Capital Partners, LP
(2001 – 2015).

22 Trustee, Quaker
Investment Trust (3
portfolios) (registered
investment company);

 
* Trustees serve on the Board for terms of indefinite duration. A Trustee's position in that capacity will terminate if the Trustee is removed or resigns or, among other

events, upon the Trustee's death, incapacity or retirement. Officers hold office until their successors are chosen and qualified and serve at the pleasure of the
Trustees.

   
** The fund complex consists of the Fund, Agility Multi-Asset Income Fund, Aspiriant Risk-Managed Capital Appreciation Fund, Aspiriant Risk-Managed Real

Assets Fund, Destiny Alternative Fund LLC, Destiny Alternative Fund (TEI) LLC, Felicitas Private Markets Fund, First Trust Alternative Opportunities Fund,
First Trust Hedged Strategies Fund, First Trust Private Assets Fund, First Trust Private Credit Fund, First Trust Real Assets Fund, FT Vest Hedged Equity Income
Fund: Series A2; FT Vest Hedged Equity Income Fund: Series A3; FT Vest Total Return Income Fund: Series A2; FT Vest Total Return Income Fund: Series A3;
First Trust Enhanced Private Credit Fund, Infinity Core Alternative Fund, Keystone Private Income Fund, Pender Real Estate Credit Fund, Variant Alternative
Income Fund, and Variant Impact Fund.
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INTERESTED TRUSTEE AND OFFICERS   

 

NAME, ADDRESS
AND YEAR OF BIRTH

POSITION(S)
HELD WITH
THE FUND

TERM OF
OFFICE

AND
LENGTH
OF TIME
SERVED*

PRINCIPAL OCCUPATION(S) DURING
PAST 5 YEARS

NUMBER OF
PORTFOLIOS IN

FUND COMPLEX**
OVERSEEN BY

TRUSTEE

OTHER
DIRECTORSHIPS

HELD BY TRUSTEE
Terrance P. Gallagher***
Year of Birth: 1958
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

Trustee Since
Inception

Executive Vice President and Trust Platform
Director, UMB Fund Services, Inc. (2024-
Present); President and Trustee, Investment
Managers Series Trust II (registered
investment company)(2013-Present);
Executive Vice President and   Director of
Fund Accounting, Administration and Tax;
UMB Fund Services, Inc. (2007-2023).

22 Trustee, Investment
Managers Series Trust II
(37 portfolios) (registered
investment company).

Marco Hanig
Year of Birth: 1958
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

President Since
Inception

Managing Principal of Alternative Fund
Advisors, LLC (2020 - present); Principal of
AQR Capital Management, LLC (2008 –
2019); President, AQR Funds (2008-2019),
Trustee, AQR Funds (2014-2019).

N/A N/A

Rafi Labourdette
Year of Birth: 1981
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

Treasurer Since
Inception

Chief Financial and Operating Officer,
Alternative Fund Advisors, LLC (2021-
Present); Vice President, Finance, Fiera
Capital Inc. (2016 – 2020).

N/A N/A

Bernadette Murphy
Year of Birth: 1964
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

Chief
Compliance
Officer

Since
Inception

Director, Vigilant Compliance, LLC
(investment management solutions firm)
(2018 - Present).

N/A N/A

Ann Maurer
Year of Birth: 1972
c/o UMB Fund
Services, Inc.
235 W. Galena St.
Milwaukee, WI 53212  

Secretary Since
Inception

Senior Vice President, Client Services (2017 –
Present); Vice President, Senior Client Service
Manager (2013 – 2017); Assistant Vice
President, Client Relations Manager (2002 –
2013); UMB Fund Services, Inc.

N/A N/A
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* Trustees serve on the Board for terms of indefinite duration. A Trustee's position in that capacity will terminate if the Trustee is removed or resigns or, among other

events, upon the Trustee's death, incapacity or retirement. Officers hold office until their successors are chosen and qualified and serve at the pleasure of the
Trustees.

   
** The fund complex consists of the Fund, Agility Multi-Asset Income Fund, Aspiriant Risk-Managed Capital Appreciation Fund, Aspiriant Risk-Managed Real

Assets Fund, Destiny Alternative Fund LLC, Destiny Alternative Fund (TEI) LLC, Felicitas Private Markets Fund, First Trust Alternative Opportunities Fund,
First Trust Hedged Strategies Fund, First Trust Private Assets Fund, First Trust Private Credit Fund, First Trust Real Assets Fund, FT Vest Hedged Equity Income
Fund: Series A2; FT Vest Hedged Equity Income Fund: Series A3; FT Vest Total Return Income Fund: Series A2; FT Vest Total Return Income Fund: Series A3;
First Trust Enhanced Private Credit Fund, Infinity Core Alternative Fund, Keystone Private Income Fund, Pender Real Estate Credit Fund, Variant Alternative
Income Fund, and Variant Impact Fund. 

 
*** Mr. Gallagher is deemed an interested person of the Fund because of his affiliation with an affiliate of the Fund’s Administrator.

 
The Board believes that each of the Trustees’ experience, qualifications, attributes and skills on an individual basis and in combination with those of the other

Trustees lead to the conclusion that each Trustee should serve in such capacity. Among the attributes common to all Trustees is the ability to review critically, evaluate,
question and discuss information provided to them, to interact effectively with the other Trustees, the Investment Manager, the Fund’s other service providers, counsel and
the independent registered public accounting firm, and to exercise effective business judgment in the performance of their duties as Trustees. A Trustee’s ability to
perform his or her duties effectively may have been attained through the Trustee’s business, consulting, and public service; experience as a board member of non-profit
entities or other organizations; education or professional training; and/or other life experiences. In addition to these shared characteristics, set forth below is a brief
discussion of the specific experience, qualifications, attributes or skills of each Trustee.

 
Terrance P. Gallagher. Mr. Gallagher has been a Trustee since the Fund’s inception. He has more than 44 years of experience in the financial services industry.

The Board also benefits from his experience as a member of the board of other funds in the fund complex.
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David G. Lee. Mr. Lee has been a Trustee since the Fund’s inception. He has more than 30 years of experience in the financial services industry. The Board also

benefits from his experience as a member of the board of other funds in the fund complex.
 
Robert Seyferth. Mr. Seyferth has been a Trustee since the Fund’s inception. Mr. Seyferth has more than 35 years of business and accounting experience. The

Board also benefits from his experience as a member of the board of other funds in the fund complex.
 
Gary E. Shugrue. Mr. Shugrue has been a Trustee since the Fund’s inception. Mr. Shugrue has more than 35 years of experience in the financial services

industry. The Board also benefits from his experience as a member of the board of other funds in the fund complex.
 
Specific details regarding each Trustee’s principal occupations during the past five years are included in the table above.
 

Leadership Structure and Oversight Responsibilities
 

Overall responsibility for oversight of the Fund rests with the Board. The Fund has engaged the Investment Manager to manage the Fund on a day-to-day basis.
The Board is responsible for overseeing the Investment Manager, and other service providers in the operations of the Fund in accordance with the provisions of the
Investment Company Act, applicable provisions of state and other laws and the Fund’s Agreement and Declaration of Trust. The Board is currently composed of four
members, three of whom are Independent Trustees. The Board will hold regularly scheduled meetings four times each year. In addition, the Board may hold special in-
person or telephonic meetings or informal conference calls to discuss specific matters that may arise or require action between regular meetings. The Independent
Trustees have also engaged independent legal counsel to assist them in performing their oversight responsibility. The Independent Trustees will meet with their
independent legal counsel in person prior to and/or during each quarterly in-person board meeting. As described below, the Board has established an Audit Committee and
a Nominating Committee and may establish ad hoc committees or working groups from time to time to assist the Board in fulfilling its oversight responsibilities.

 
The Board has appointed David Lee, an Independent Trustee, to serve in the role of Chairman. The Chairman’s role is to preside at all meetings of the Board

and to act as liaison with the Investment Manager, other service providers, counsel and other Trustees generally between meetings. The Chairman serves as a key point
person for dealings between management and the Trustees. The Chairman may also perform such other functions as may be delegated by the Board from time to time.
The Board has not appointed a lead independent trustee. The Board has determined that the Board’s leadership structure is appropriate because it allows the Board to
exercise informed and independent judgment over matters under its purview and it allocates areas of responsibility among committees of Trustees and the full Board in a
manner that enhances effective oversight.

 
The Fund is subject to a number of risks, including investment, compliance, operational and valuation risks, among others. Risk oversight forms part of the

Board’s general oversight of the Fund and will be addressed as part of various Board and committee activities. Day-to-day risk management functions are subsumed
within the responsibilities of the Investment Manager and other service providers (depending on the nature of the risk), which carry out the Fund’s investment
management and business affairs. The Investment Manager and other service providers employ a variety of processes, procedures and controls to identify various events
or circumstances that give rise to risks, to lessen the probability of their occurrence and/or to mitigate the effects of such events or circumstances if they do occur. Each of
the Investment Manager and other service providers has its own independent interests in risk management, and their policies and methods of risk management will
depend on their functions and business models. The Board recognizes that it is not possible to identify all of the risks that may affect the Fund or to develop processes and
controls to eliminate or mitigate their occurrence or effects. The Board will require senior officers of the Fund, including the President, Treasurer and Chief Compliance
Officer and the Investment Manager, to report to the full Board on a variety of matters at regular and special meetings of the Board, including matters relating to risk
management. The Board and the Audit Committee will also receive regular reports from the Fund’s independent registered public accounting firm on internal control and
financial reporting matters. The Board will also receive reports from certain of the Fund’s other primary service providers on a periodic or regular basis, including the
Fund’s custodian, distributor and administrator. The Board may, at any time and in its discretion, change the manner in which it conducts risk oversight.
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Committees of the Board of Trustees

 
Audit Committee
 
The Board has formed an Audit Committee that is responsible for overseeing the Fund’s accounting and financial reporting policies and practices, its internal

controls, and, as appropriate, the internal controls of certain service providers; overseeing the quality and objectivity of the Fund’s financial statements and the
independent audit of those financial statements; and acting as a liaison between the Fund’s independent auditors and the full Board. In performing its responsibilities, the
Audit Committee will select and recommend annually to the entire Board a firm of independent certified public accountants to audit the books and records of the Fund for
the ensuing year and will review with the firm the scope and results of each audit. The Audit Committee currently consists of David G. Lee, Robert Seyferth and Gary E.
Shugrue.

 
During the fiscal year-ended April 30, 2024, the Audit Committee held three meetings.
 
Nominating Committee
 
The Board has formed a Nominating Committee that is responsible for selecting and nominating persons to serve as Trustees of the Fund. The Nominating

Committee is responsible for both nominating candidates to be appointed by the Board to fill vacancies and for nominating candidates to be presented to Shareholders for
election. In performing its responsibilities, the Nominating Committee will consider candidates recommended by management of the Fund and by Shareholders and
evaluate them both in a similar manner, as long as the recommendation submitted by a Shareholder includes at a minimum: the name, address and telephone number of
the recommending Shareholder and information concerning the Shareholder’s interests in the Fund in sufficient detail to establish that the Shareholder held Shares on the
relevant record date; and the name, address and telephone number of the recommended nominee and information concerning the recommended nominee’s education,
professional experience, and other information that might assist the Nominating Committee in evaluating the recommended nominee’s qualifications to serve as a trustee.
The Nominating Committee may solicit candidates to serve as trustees from any source it deems appropriate. With the Board’s prior approval, the Nominating Committee
may employ and compensate counsel, consultants or advisers to assist it in discharging its responsibilities. The Nominating Committee will consist of each of the Fund’s
Independent Trustees.

 
During the fiscal year-ended April 30, 2024, the Nominating Committee did not hold any meetings.  
 

21 



 

 
Trustee Ownership of Securities  

 
As of December 31, 2023, none of the Trustees owned Shares of the Fund.
 
As of July 30, 2024, the Trustees and officers of the Fund as a group owned less than one percent of the outstanding shares of the Fund.

 
Independent Trustee Ownership of Securities

 
As of December 31, 2023, none of the Independent Trustees (or their immediate family members) owned securities of the Investment Manager, or of an entity

(other than a registered investment company) controlling, controlled by or under common control with the Investment Manager. 
 

Trustee Compensation    
 

Each Independent Trustee is paid an annual $16,000 retainer, as well as (i) $2,500 for each Audit Committee meeting attended; (ii) $3,000 per each special
Board meeting attended; and (iii) $1,500 per each special non-Board meeting attended. Trustees who are interested persons will be compensated by the Fund’s
administrator and/or its affiliates and will not be separately compensated by the Fund.

 
Prior to June 1, 2023, each Independent Trustee was paid a retainer of $10,000 per fiscal year.  
 
During the fiscal year ended April 30, 2024, the Independent Trustees were compensated as follows:
 

Name of Trustee Aggregate Compensation from the Fund
Total Compensation from

the Fund and Fund Complex(1)

Independent Trustees:    
David G. Lee $22,000 $341,500
Robert Seyferth $22,000 $341,500
Gary E. Shugrue $22,000 $341,500
Interested Trustee:    
Terrance P. Gallagher(2) None None
  
(1) The fund complex consisted of 17 funds as of April 30, 2024
(2) Mr. Gallagher is compensated by the Fund’s Administrator and/or its affiliates is not separately compensated by the Fund.
 
 

CODES OF ETHICS
 

The Fund and the Advisers (defined below) have each adopted a code of ethics pursuant to Rule 17j-1 of the Investment Company Act, which is designed to
prevent affiliated persons of the Fund and the Advisers from engaging in deceptive, manipulative, or fraudulent activities in connection with securities held or to be
acquired by the Fund. The codes of ethics permit persons subject to them to invest in securities, including securities that may be held or purchased by the Fund, subject to
a number of restrictions and controls. Compliance with the codes of ethics is carefully monitored and enforced.

 
The codes of ethics are included as exhibits to the Fund’s registration statement filed with the SEC and are available on the EDGAR database on the SEC’s

website at www.sec.gov, and may also be obtained after paying a duplicating fee, by electronic request at the following E-mail address: publicinfo@sec.gov.
 

INVESTMENT MANAGEMENT AND OTHER SERVICES
 

The Advisers
 

Alternative Fund Advisors, LLC, serves as the investment advisor to the Fund. Aon Investments USA Inc. (“Aon Investments”) and the Atrato Consulting
(“Atrato”) division of F.L. Putnam Investment Management Company, Inc. (“F.L. Putnam”) serve as sub-advisers to the Fund (each a “Sub-Adviser” and, together with
the Investment Manager, the “Advisers”). Each of the Advisers is an investment adviser registered with the SEC under the Investment Advisers Act of 1940, as amended.
Subject to the general supervision of the Board, and in accordance with the investment objective, policies, and restrictions of the Fund, the Investment Manager is
responsible for determining and implementing the Fund’s overall investment strategy, including selecting the Sub-Advisers, and for the day-to-day management and
investment of the Fund’s investment portfolio. The Investment Manager and Sub-Advisers provide such services to the Fund pursuant to the Investment Management
Agreement and the Sub-Advisory Agreements (collectively, the “Agreements”), respectively. Founded in 2020, the Investment Manager has approximately $200 million
in assets under management as of June 30, 2024. AFA is managed by Marco Hanig, Ph.D. AFA is a wholly-owned subsidiary of Alternative Fund Advisors Holdings, LLC
(“AFA Holdings”), which has no activities other than holding the interests of AFA. Marco Hanig, Ph.D., may be deemed to control AFA through his voting control of AFA
Holdings.
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The Investment Management Agreement and the Sub-Advisory Agreement with Aon Investments became effective as of April 22, 2021, and continued in effect

for an initial two-year term. The Sub-Advisory Agreement with F.L. Putnam became effective as of June 30, 2023, and will continue in effect for an initial two-year
term. Thereafter, the Agreements will continue in effect from year to year provided such continuance is specifically approved at least annually by (i) the vote of a
majority of the outstanding voting securities of the Fund or a majority of the Board, and (ii) the vote of a majority of the Independent Trustees of the Fund, cast in person
at a meeting called for the purpose of voting on such approval. A discussion regarding the basis for the Board’s approval of the Agreements is available in the Fund’s
annual report to Shareholders.

 
Pursuant to the Investment Management Agreement, the Fund pays the Investment Manager a monthly Investment Management Fee at an annualized rate of

1.10% of the first $500 million of the Fund’s average daily net assets; plus 1.05% of the next $500 million of the Fund’s average daily net assets; plus 1.00% of the Fund’s
average daily net assets over $1 billion. The Investment Management Fee will decrease the net profits or increase the net losses of the Fund that are credited to its
Shareholders. Net assets means the total value of all assets of the Fund, less an amount equal to all accrued debts, liabilities and obligations of the Fund. The Investment
Manager pays the Sub-Advisers from the Investment Management Fee it receives from the Fund.

 
Effective August 31, 2024, the Investment Manager has entered into an Expense Limitation and Reimbursement Agreement “Expense Limitation and

Reimbursement Agreement”) whereby the Investment Manager has agreed to reimburse expenses of the Fund (“Reimbursements”) so that certain of the Fund’s expenses
(“Specified Expenses”) will not exceed 0.19% on an annualized basis for each of the Institutional Class Shares and Founder Class Shares (the “Expense Limit”).
Specified Expenses for this purpose include all Fund expenses other than the management fee, the shareholder service fee, fees and interest on borrowed funds, acquired
fund fees and expenses (as determined in accordance with SEC Form N-2), taxes, leverage interest, brokerage commissions, dividend and interest expenses on short sales,
expenses incurred in connection with any merger or reorganization, and extraordinary expenses, such as litigation expenses. The Expense Limit will be in effect through
August 31, 2025 and may not be increased or Expense Limitation and Reimbursement Agreement terminated before such time by the Fund or the Investment Manager.
Prior to August 31, 2024, the Investment Manager had agreed to reimburse expenses of the Fund so that certain of the Fund’s expenses would not exceed 0.15% on an
annualized basis for Institutional Class Shares and Founder Class Shares. For a period not to exceed three years from the date on which a Reimbursement is made, the
Investment Manager may recoup amounts reimbursed, provided such recoupment will not cause the Fund’s expenses to exceed the lesser of the expense limit in effect at
the time of the waiver or the expense limit in effect at the time of recapture.

 
The Fund paid the Investment Manager management fees and the Investment Manger paid the Sub-Advisers and waived management fees and reimbursed

expenses, as follows:  
 

Investment Manager  
Management

Fees      Waivers     Reimbursements     

Management Paid (After
Waivers and

Reimbursements)  
For the fiscal period July 1, 2021 to April 30,
2022   $ 320,388    $ (320,388)    $ (228,031)   $ — 
For the fiscal year ended April 30, 2023   $ 491,088    $ (491,088)   $ (41,867)   $ — 
For the fiscal year ended April 30, 2024   $ 1,550,586    $ (657,372)   $ —    $ 893,214 
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Aon Investments  
Sub-Advisory

Fees     Waivers     Reimbursements     Sub-Advisory Paid  
For the fiscal period July 1, 2021 to April 30, 2022   $ 75,000    $ (75,000)    $           0    $ 0 
For the fiscal year ended April 30, 2023   $ 206,718    $ 0    $ 0    $ 206,718 
For the fiscal year ended April 30, 2024   $ 175,728                      
 

Atrato  
Sub-Advisory

Fees     Waivers     Reimbursements     Sub-Advisory Paid  
For the fiscal year ended April 30, 2023*   $          0     $        0    $           0    $          0 
For the fiscal year ended April 30, 2024   $ 125,000                      
                                 
 * Atrato became a Sub-Adviser effective June 30, 2023.

 
The Portfolio Managers  

 
The personnel of the Investment Manager who will initially have primary responsibility for the day-to-day management of the Fund’s portfolio (the “Portfolio

Managers”) are Michael Dowdall, CFA and Marco Hanig, Ph.D.
 

Other Accounts Managed by the Portfolio Managers(1)

 

  Type of Accounts

Total
# of Other
Accounts
Managed  

Total Assets
($mm)

# of Accounts
Managed with
Advisory Fee
Based on
Performance  

Total Assets with
Advisory Fee
Based on
Performance
($mm)  

1. Michael Dowdall, CFA Registered Investment Companies: 0 $0 0 $0
  Other Pooled Investment Vehicles: 0 $0 0 $0
  Other Accounts: 0 $0 0 $0
2. Marco Hanig, Ph.D. Registered Investment Companies: 0 $0 0 $0
  Other Pooled Investment Vehicles: 0 $0 0 $0
  Other Accounts: 0 $0 0 $0
 
(1) As of April 30, 2024.
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Conflicts of Interest
 

Actual or apparent conflicts of interest may arise when a Portfolio Manager has day-to-day management responsibilities with respect to more than one fund or
other account. More specifically, Portfolio Managers who manage multiple funds and/or other accounts may be presented with one or more of the following potential
conflicts:

 
The management of multiple funds and/or other accounts may result in a Portfolio Manager devoting unequal time and attention to the management of each

fund and/or other account. The Investment Manager has adopted a policy pursuant to which it would seek to manage such competing interests for the time and attention
of a Portfolio Manager by having the Portfolio Manager focus on a particular investment discipline. Most other accounts managed by a Portfolio Manager would be
managed using the same investment models that are used in connection with the management of the Fund.

 
If a Portfolio Manager identifies a limited investment opportunity which may be suitable for more than one fund or other account, a fund may not be able to

take full advantage of that opportunity due to an allocation of filled purchase or sale orders across all eligible funds and other accounts. To deal with these situations, the
Investment Manager has adopted procedures for allocating portfolio transactions across multiple accounts.

 
The Investment Manager has adopted certain compliance procedures which are designed to address these types of conflicts. However, there is no guarantee

that such procedures will detect each and every situation in which a conflict arises.
 

Compensation of the Portfolio Managers
 

The compensation paid to Michael Dowdall, CFA includes a base salary fixed from year to year, a discretionary cash bonus and variable profit distributions
from the Investment Manager. Marco Hanig, Ph.D. has an ownership interest in the Investment Manager and receives variable profit distributions from the Investment
Manager. Mr. Dowdall’s and Mr. Hanig’s compensation are not tied to the Fund’s performance, except to the extent that the fee paid to the Investment Manager impacts
the Investment Manager’s financial performance.

 
Portfolio Managers’ Ownership of Shares    
 

Name of Portfolio Manager: Dollar Range of Shares Beneficially Owned by Portfolio Manager (1):
Marco Hanig, Ph.D. $500,001-$1,000,000

Michael Dowdall, CFA $100,001-$500,000
 
(1) As of April 30, 2024.

 
BROKERAGE

 
It is the Fund’s policy to obtain the best results in connection with effecting its portfolio transactions, taking into account factors such as price, size of order,

difficulty of execution and operational facilities of a brokerage firm and the firm’s risk in positioning a block of securities. Generally, equity securities are bought and sold
through brokerage transactions for which commissions are payable. Purchases from underwriters will include the underwriting commission or concession, and purchases
from dealers serving as market makers will include a dealer’s mark-up or reflect a dealer’s mark-down. Money market securities and other debt securities are usually
bought and sold directly from the issuer or an underwriter or market maker for the securities. Generally, the Fund will not pay brokerage commissions for such purchases.
When a debt security is bought from an underwriter, the purchase price will usually include an underwriting commission or concession. The purchase price for securities
bought from dealers serving as market makers will similarly include the dealer’s mark up or reflect a dealer’s mark down. When the Fund executes transactions in the
over- the-counter market, it will generally deal with primary market makers unless prices that are more favorable are otherwise obtainable.
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In addition, the Investment Manager may place a combined order for two or more accounts it manages, including the Fund, that are engaged in the purchase or

sale of the same security if, in its judgment, joint execution is in the best interest of each participant and will result in best price and execution. Transactions involving
commingled orders are allocated in a manner deemed equitable to each account or fund. Although it is recognized that, in some cases, the joint execution of orders could
adversely affect the price or volume of the security that a particular account or the Fund may obtain, it is the opinion of the Investment Manager that the advantages of
combined orders outweigh the possible disadvantages of separate transactions. The Investment Manager believes that the ability of the Fund to participate in higher
volume transactions will generally be beneficial to the Fund.

 
The Investment Manager may pay a higher commission than otherwise obtainable from other brokers in return for brokerage or research services only if a good

faith determination is made that the commission is reasonable in relation to the services provided.
 
While it is the Fund’s general policy to seek to obtain the most favorable price and execution available in selecting a broker-dealer to execute portfolio

transactions for the Fund, weight is also given to the ability of a broker-dealer to furnish brokerage and research services as defined in Section 28(e) of the Securities
Exchange Act of 1934, as amended, to the Fund or to the Advisers, even if the specific services are not directly useful to the Fund and may be useful to the Advisers in
advising other clients. When one or more brokers is believed capable of providing the best combination of price and execution, the Advisers may select a broker based
upon brokerage or research services provided to the Advisers. In negotiating commissions with a broker or evaluating the spread to be paid to a dealer, the Fund may
therefore pay a higher commission or spread than would be the case if no weight were given to the furnishing of these supplemental services, provided that the amount of
such commission or spread has been determined in good faith by the Advisers to be reasonable in relation to the value of the brokerage and/or research services provided
by such broker-dealer. The standard of reasonableness is to be measured in light of the Advisers’ overall responsibilities to the Fund.

 
For the fiscal year ended April 30, 2023, the Fund paid no brokerage commissions. For the fiscal year ended April 30, 2024, the Fund paid no  brokerage

commissions.
 

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM; LEGAL COUNSEL
 

Cohen & Company, Ltd., located at 151 North Franklin Street, Suite 575, Chicago IL 60606, has been selected as the independent registered public accounting
firm for the Fund and in such capacity will audit the Fund’s annual financial statements and financial highlights.

 
Faegre Drinker Biddle & Reath LLP, One Logan Square, Suite 2000, Philadelphia, PA 19103-6996, serves as counsel to the Fund and the Independent Trustees.
 

ADMINISTRATOR  
 

The Fund has contracted with UMB Fund Services, Inc. (the “Administrator”) to provide it with certain administrative and accounting services. For the fiscal
year ended April 30, 2024, the Fund paid the Administrator $209,830, in accounting and administration fees.
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CUSTODIAN

 
UMB Bank, N.A. (the “Custodian”), serves as the primary custodian of the assets of the Fund, and may maintain custody of such assets with U.S. and non-U.S.

subcustodians (which may be banks, trust companies, securities depositories and clearing agencies) in accordance with the requirements of Section 17(f) of the
Investment Company Act. Assets of the Fund are not held by the Investment Manager or commingled with the assets of other accounts other than to the extent that
securities are held in the name of the Custodian or U.S. or non-U.S. subcustodians in a securities depository, clearing agency or omnibus customer account of such
custodian. The Custodian’s principal business address is 1010 Grand Blvd., Kansas City, MO 64106. The Custodian is an affiliate of UMB Fund Services, Inc., which
serves as the Fund’s administrator.

 
DISTRIBUTOR

 
Foreside Fund Services, LLC, a wholly-owned subsidiary of Foreside Financial Group, LLC (dba ACA Group), (the “Distributor”) is the distributor of Shares

and is located at Three Canal Plaza, Suite 100, Portland, Maine 04101. The Distributor is a registered broker-dealer and is a member of the Financial Industry Regulatory
Authority, Inc. Pursuant to the Distribution Agreement, the Distributor acts as the agent of the Fund in connection with the continuous offering of Shares of the Fund. The
Distributor continually distributes Shares of the Fund on a best-efforts basis. The Distributor has no obligation to sell any specific quantity of Shares. The Distributor and
its officers have no role in determining the investment policies of the Fund.

 
PROXY VOTING POLICIES AND PROCEDURES

 
The Fund invests substantially all of its investable assets in Underlying Funds. While it is unlikely that the Fund will receive notices or proxies from Underlying

Funds (or receives proxy statements or similar notices in connection with any other portfolio securities), to the extent that the Fund does receive such notices or proxies
and the Fund has voting interests in such Underlying Funds, the Board has delegated responsibility for decisions regarding proxy voting for securities held by the Fund to
the Investment Manager. The Investment Manager will vote such proxies in accordance with its proxy policies and procedures. A copy of the Investment Manager’s proxy
policies and procedures are included as Appendix A to this SAI. The Board will periodically review the Fund’s proxy voting record.

 
The Fund will be required to file Form N-PX, with its complete proxy voting record for the twelve months ended June 30, no later than August 31 of each year.

The Fund’s Form N-PX filing will be available: (i) without charge, upon request, by calling the Fund at 1 (844) 440-4450 or (ii) by visiting the SEC’s website at
www.sec.gov.

 
CONTROL PERSONS AND PRINCIPAL SHAREHOLDERS 

 
A control person is a shareholder that (1) beneficially owns, directly or indirectly through controlled companies, more than 25% of the voting securities of a company, (2)
acknowledges or asserts the existence of control, or (3) has a final adjudication under section 2(a)(9) of the Investment Company Act that control exists. A principal
shareholder is any person who owns of record or beneficially 5% or more of the outstanding shares of any class of the Fund. Shareholders owning voting securities in
excess of 25% may determine the outcome of any matter affecting and voted on by shareholders of the Fund. Any control person of a class, as noted below, may be able
to significantly influence the outcome of any item presented to shareholders for approval. 
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As of July 30, 2024, the following persons were the only persons who were record owners (or to the knowledge of the Fund, beneficial owners) of 5% or more of the
Shares:
 

Shareholder Name and Address Number of Shares Owned
Percentage of Class

Owned
Percentage of Fund

Owned
Institutional Class Shares
Echelon Investment Partners Master LP* 2,829,231.601 32.98% 6.43%
621 NW 53rd Street, Suite 240      
Boca Raton, FL 33487      
William Carter Neild* 508,644.230 5.93% 1.16%
c/o OrbiMed Advisors LLC      
601 Lexington Avenue, 54th Floor      
New York, NY 10022      
National Financial Services LLC (NFS)** 5,698,623.691 66.43% 25.27%
499 Washington Boulevard      
Jersey City, NJ 07310      
Charles Schwab & Co Inc.** 2,781,488.676 32.42% 24.19%
211 Main Street      
San Francisco, CA 9410      
Founder Class Shares
Charles Schwab & Co Inc.** 7,854,466.236 58.58% 24.19%
211 Main Street      
San Francisco, CA 9410      
National Financial Services LLC (NFS)** 5,414,804.259 40.38% 25.27%
499 Washington Boulevard      
Jersey City, NJ 07310      

* NFS is the record owner.
** Record Owner

 
FINANCIAL STATEMENTS

 
The Fund’s audited financial statements and financial highlights for the fiscal year ended April 30, 2024 (including the report of Cohen & Company, Ltd., the

Fund’s independent registered public accounting firm) also appearing therein, are incorporated by reference into this SAI. No other parts of the Annual Report   are
incorporated by reference herein. A copy of the Annual Report may be obtained without charge by writing to the Fund, c/o UMB Fund Services, Inc., 235 West Galena
Street, Milwaukee, WI 53212, by calling the Fund toll-free at (844) 440-4450.
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APPENDIX A – Proxy Voting Policies and Procedures

 
The Fund operates as a multi-manager fund whereby the Fund’s assets are allocated primarily among a range of investment vehicles (“Underlying Funds”) that

are managed by institutional asset management firms (“Underlying Managers”) chosen for their expertise in implementing various credit strategies. It is the responsibility
of the Underlying Manager to vote any proxies related to securities owned by the Underlying Funds.

 
The Investment Manager votes proxies related to equity securities, if any, held in the Fund. Additionally, the Investment Manager may vote proxies or other

matters on open end funds, closed end funds, BDCs, private funds and other vehicles, exchange traded notes or exchange traded funds in which it invests.
 
From time to time, the Investment Manager may be required to vote on a fixed income investment owned directly by the Fund. For most fixed income

investments, the voting matters generally involve amendments to loan documentation, borrower compliance with financial covenants, registration rights, prepayments,
insolvency, and other distressed creditor situations. The Investment Manager does not have specific proxy voting policies or guidelines regarding categories of proxy
matters submitted to fixed income security holders. Instead, the Investment Manager votes fixed income proxy matters on a case-by-case basis, taking into account the
unique circumstances related to a particular borrower and other relevant factors.

 
Routine proxy matters associated with equity securities (including but not limited to electing boards of directors, selecting auditors, shareholder rights, proxy

contests, corporate governance matters, and executive and director compensation) typically are voted in accordance with the recommendations of management of the
issuer. In the event it is determined to be in the best interests of shareholders to vote against issuer management recommendations, the reasons for such determination will
be documented. On non-routine matters, such as amendments to governing instruments, proposals relating to compensation and stock option and equity compensation
plans, corporate governance proposals and shareholder proposals, the Investment Manager will vote, or abstain from voting if deemed appropriate, on a case-by-case basis
in a manner it believes to be in the best economic interest of the Fund’s shareholders.

 
The Investment Manager may delegate responsibilities under the Proxy Policy to a third-party proxy voting service, however, no such delegation will relieve the

Investment Manager of its responsibilities. The Investment Manager will retain final authority and fiduciary responsibility for such proxy voting.
 
The Investment Manager is responsible for monitoring proxy voting actions and ensuring that (i) proxies are received and forwarded to the appropriate decision

makers; and (ii) proxies are voted in a timely manner upon receipt of voting instructions. The Investment Manager is not responsible for voting proxies that are not
received but will make reasonable efforts to obtain missing proxies. The Investment Manager may determine not to vote a particular proxy if the costs and burdens exceed
the benefits of voting.

 

 A-1



 

 
APPENDIX B – Ratings of Investments

 
DESCRIPTION OF SECURITIES RATINGS
 
Short-Term Credit Ratings
 

An S&P Global Ratings short-term issue credit rating is generally assigned to those obligations considered short-term in the relevant market. The following
summarizes the rating categories used by S&P Global Ratings for short-term issues:

 
“A-1” – A short-term obligation rated “A-1” is rated in the highest category by S&P Global Ratings. The obligor’s capacity to meet its financial commitments

on the obligation is strong. Within this category, certain obligations are designated with a plus sign (+). This indicates that the obligor’s capacity to meet its financial
commitment on these obligations is extremely strong.

 
“A-2” – A short-term obligation rated “A-2” is somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions than

obligations in higher rating categories. However, the obligor’s capacity to meet its financial commitments on the obligation is satisfactory.
 
“A-3” – A short-term obligation rated “A-3” exhibits adequate protection parameters. However, adverse economic conditions or changing circumstances are

more likely to weaken an obligor’s capacity to meet its financial commitments on the obligation.
 
“B” – A short-term obligation rated “B” is regarded as vulnerable and has significant speculative characteristics. The obligor currently has the capacity to meet

its financial commitments; however, it faces major ongoing uncertainties that could lead to the obligor’s inadequate capacity to meet its financial commitments.
 
“C” – A short-term obligation rated “C” is currently vulnerable to nonpayment and is dependent upon favorable business, financial, and economic conditions for

the obligor to meet its financial commitments on the obligation.
 
“D” – A short-term obligation rated “D” is in default or in breach of an imputed promise. For non-hybrid capital instruments, the “D” rating category is used

when payments on an obligation are not made on the date due, unless S&P Global Ratings believes that such payments will be made within any stated grace period.
However, any stated grace period longer than five business days will be treated as five business days. The “D” rating also will be used upon the filing of a bankruptcy
petition or the taking of a similar action and where default on an obligation is a virtual certainty, for example due to automatic stay provisions. A rating on an obligation is
lowered to “D” if it is subject to a distressed debt restructuring.

 
Local Currency and Foreign Currency Ratings – S&P Global Ratings’ issuer credit ratings make a distinction between foreign currency ratings and local

currency ratings. A foreign currency rating on an issuer can differ from the local currency rating on it when the obligor has a different capacity to meet its obligations
denominated in its local currency, versus obligations denominated in a foreign currency.

 
“NR” – This indicates that a rating has not been assigned or is no longer assigned.
 
Moody’s Investors Service (“Moody’s”) short-term ratings are forward-looking opinions of the relative credit risks of financial obligations with an original

maturity of thirteen months or less and reflect both on the likelihood of a default or impairment on contractual financial obligations and the expected financial loss
suffered in the event of default or impairment.

 
Moody’s employs the following designations to indicate the relative repayment ability of rated issuers:
 
“P-1” – Issuers (or supporting institutions) rated Prime-1 reflect a superior ability to repay short-term obligations.
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“P-2” – Issuers (or supporting institutions) rated Prime-2 reflect a strong ability to repay short-term obligations.
 
“P-3” – Issuers (or supporting institutions) rated Prime-3 reflect an acceptable ability to repay short-term obligations.
 
“NP” – Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories.
 
“NR” – Is assigned to an unrated issuer, obligation and/or program.
 
Fitch, Inc. / Fitch Ratings Ltd. (“Fitch”) short-term issuer or obligation rating is based in all cases on the short-term vulnerability to default of the rated entity

and relates to the capacity to meet financial obligations in accordance with the documentation governing the relevant obligation. Short-term deposit ratings may be
adjusted for loss severity. Short-term ratings are assigned to obligations whose initial maturity is viewed as “short-term” based on market convention.1 Typically, this
means up to 13 months for corporate, sovereign, and structured obligations and up to 36 months for obligations in U.S. public finance markets. The following summarizes
the rating categories used by Fitch for short-term obligations:

 
“F1” – Securities possess the highest short-term credit quality. This designation indicates the strongest intrinsic capacity for timely payment of financial

commitments; may have an added “+” to denote any exceptionally strong credit feature.
 
“F2” – Securities possess good short-term credit quality. This designation indicates good intrinsic capacity for timely payment of financial commitments.
 
“F3” – Securities possess fair short-term credit quality. This designation indicates that the intrinsic capacity for timely payment of financial commitments is

adequate.
 
“B” – Securities possess speculative short-term credit quality. This designation indicates minimal capacity for timely payment of financial commitments, plus

heightened vulnerability to near term adverse changes in financial and economic conditions.
 
“C” – Securities possess high short-term default risk. Default is a real possibility.
 
“RD” – Restricted default. Indicates an entity that has defaulted on one or more of its financial commitments, although it continues to meet other financial

obligations. Typically applicable to entity ratings only.
 
“D” – Default. Indicates a broad-based default event for an entity, or the default of a short-term obligation.
 
“NR” – Is assigned to an issue of a rated issuer that are not and have not been rated.
 
The DBRS Morningstar® Ratings Limited (“DBRS Morningstar”) short-term obligation ratings provide DBRS Morningstar’s opinion on the risk that an

issuer will not meet its short-term financial obligations in a timely manner. The obligations rated in this category typically have a term of shorter than one year. The R-1
and R-2 rating categories are further denoted by the subcategories “(high)”, “(middle)”, and “(low)”.
 
 

1 A long-term rating can also be used to rate an issue with short maturity.
 

 B-2



 

 
The following summarizes the ratings used by DBRS Morningstar for commercial paper and short-term debt:
 
“R-1 (high)” - Short-term debt rated “R-1 (high)” is of the highest credit quality. The capacity for the payment of short-term financial obligations as they fall

due is exceptionally high. Unlikely to be adversely affected by future events.
 
“R-1 (middle)” – Short-term debt rated “R-1 (middle)” is of superior credit quality. The capacity for the payment of short-term financial obligations as they fall

due is very high. Differs from “R-1 (high)” by a relatively modest degree. Unlikely to be significantly vulnerable to future events.
 
“R-1 (low)” – Short-term debt rated “R-1 (low)” is of good credit quality. The capacity for the payment of short-term financial obligations as they fall due is

substantial. Overall strength is not as favorable as higher rating categories. May be vulnerable to future events, but qualifying negative factors are considered manageable.
 
“R-2 (high)” – Short-term debt rated “R-2 (high)” is considered to be at the upper end of adequate credit quality. The capacity for the payment of short-term

financial obligations as they fall due is acceptable. May be vulnerable to future events.
 
“R-2 (middle)” – Short-term debt rated “R-2 (middle)” is considered to be of adequate credit quality. The capacity for the payment of short-term financial

obligations as they fall due is acceptable. May be vulnerable to future events or may be exposed to other factors that could reduce credit quality.
 
“R-2 (low)” – Short-term debt rated “R-2 (low)” is considered to be at the lower end of adequate credit quality. The capacity for the payment of short-term

financial obligations as they fall due is acceptable. May be vulnerable to future events. A number of challenges are present that could affect the issuer’s ability to meet
such obligations.

 
“R-3” – Short-term debt rated “R-3” is considered to be at the lowest end of adequate credit quality. There is a capacity for the payment of short-term financial

obligations as they fall due. May be vulnerable to future events, and the certainty of meeting such obligations could be impacted by a variety of developments.
 
“R-4” – Short-term debt rated “R-4” is considered to be of speculative credit quality. The capacity for the payment of short-term financial obligations as they

fall due is uncertain.
 
“R-5” – Short-term debt rated “R-5” is considered to be of highly speculative credit quality. There is a high level of uncertainty as to the capacity to meet short-

term financial obligations as they fall due.
 
“D” – A downgrade to “D” may occur when the issuer has filed under any applicable bankruptcy, insolvency or winding-up statute, or there is a failure to satisfy

an obligation after the exhaustion of grace periods. DBRS Morningstar may also use “SD” (Selective Default) in cases where only some securities are impacted, such as
the case of a “distressed exchange”.
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Long-Term Issue Credit Ratings
 

The following summarizes the ratings used by S&P Global Ratings for long-term issues:
 
“AAA” – An obligation rated “AAA” has the highest rating assigned by S&P Global Ratings. The obligor’s capacity to meet its financial commitments on the

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

the obligation is very strong.
 
“A” – An obligation rated “A” is somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions than obligations in

higher-rated categories. However, the obligor’s capacity to meet its financial commitments on the obligation is still strong.
 
“BBB” – An obligation rated “BBB” exhibits adequate protection parameters. However, adverse economic conditions or changing circumstances are more

likely to weaken the obligor’s capacity to meet its financial commitments on the obligation.
 
“BB,” “B,” “CCC,” “CC” and “C” – Obligations rated “BB,” “B,” “CCC,” “CC” and “C” are regarded as having significant speculative characteristics. “BB”

indicates the least degree of speculation and “C” the highest. While such obligations will likely have some quality and protective characteristics, these may be outweighed
by large uncertainties or major exposure to adverse conditions.

 
“BB” – An obligation rated “BB” is less vulnerable to nonpayment than other speculative issues. However, it faces major ongoing uncertainties or exposure to

adverse business, financial, or economic conditions that could lead to the obligor’s inadequate capacity to meet its financial commitments on the obligation.
 
“B” – An obligation rated “B” is more vulnerable to nonpayment than obligations rated “BB”, but the obligor currently has the capacity to meet its financial

commitments on the obligation. Adverse business, financial, or economic conditions will likely impair the obligor’s capacity or willingness to meet its financial
commitments on the obligation.

 
“CCC” – An obligation rated “CCC” is currently vulnerable to nonpayment and is dependent upon favorable business, financial, and economic conditions for

the obligor to meet its financial commitments on the obligation. In the event of adverse business, financial, or economic conditions, the obligor is not likely to have the
capacity to meet its financial commitments on the obligation.

 
“CC” – An obligation rated “CC” is currently highly vulnerable to nonpayment. The “CC” rating is used when a default has not yet occurred but S&P Global

Ratings expects default to be a virtual certainty, regardless of the anticipated time to default.
 
“C” – An obligation rated “C” is currently highly vulnerable to nonpayment, and the obligation is expected to have lower relative seniority or lower ultimate

recovery compared with obligations that are rated higher.
 
“D” – An obligation rated “D” is in default or in breach of an imputed promise. For non-hybrid capital instruments, the “D” rating category is used when

payments on an obligation are not made on the date due, unless S&P Global Ratings believes that such payments will be made within the next five business days in the
absence of a stated grace period or within the earlier of the stated grace period or the next 30 calendar days. The “D” rating also will be used upon the filing of a
bankruptcy petition or the taking of similar action and where default on an obligation is a virtual certainty, for example due to automatic stay provisions. A rating on an
obligation is lowered to “D” if it is subject to a distressed debt restructuring
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Plus (+) or minus (-) – Ratings from “AA” to “CCC” may be modified by the addition of a plus (+) or minus (-) sign to show relative standing within the rating

categories. 
 
“NR” – This indicates that a rating has not been assigned, or is no longer assigned.
 
Local Currency and Foreign Currency Ratings - S&P Global Ratings’ issuer credit ratings make a distinction between foreign currency ratings and local

currency ratings. A foreign currency rating on an issuer can differ from the local currency rating on it when the obligor has a different capacity to meet its obligations
denominated in its local currency, versus obligations denominated in a foreign currency.

 
Moody’s long-term ratings are forward-looking opinions of the relative credit risks of financial obligations with an original maturity of eleven months or more.

Such ratings reflect both on the likelihood of default or impairment on contractual financial obligations and the expected financial loss suffered in the event of default or
impairment. The following summarizes the ratings used by Moody’s for long-term debt:

 
“Aaa” – Obligations rated “Aaa” are judged to be of the highest quality, subject to the lowest level of credit risk.
 
“Aa” – Obligations rated “Aa” are judged to be of high quality and are subject to very low credit risk.
 
“A” – Obligations rated “A” are judged to be upper-medium grade and are subject to low credit risk.
 
“Baa” – Obligations rated “Baa” are judged to be medium-grade and subject to moderate credit risk and as such may possess certain speculative characteristics.
 
“Ba” – Obligations rated “Ba” are judged to be speculative and are subject to substantial credit risk.
 
“B” – Obligations rated “B” are considered speculative and are subject to high credit risk.
 
“Caa” – Obligations rated “Caa” are judged to be speculative of poor standing and are subject to very high credit risk.
 
“Ca” – Obligations rated “Ca” are highly speculative and are likely in, or very near, default, with some prospect of recovery of principal and interest.
 
“C” – Obligations rated “C” are the lowest rated and are typically in default, with little prospect for recovery of principal or interest.
 
Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from “Aa” through “Caa.” The modifier 1 indicates that the

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

 
“NR” – Is assigned to unrated obligations, obligation and/or program.
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The following summarizes long-term ratings used by Fitch:
 
“AAA” – Securities considered to be of the highest credit quality. “AAA” ratings denote the lowest expectation of credit risk. They are assigned only in cases of

exceptionally strong capacity for payment of financial commitments. This capacity is highly unlikely to be adversely affected by foreseeable events.
 
“AA” – Securities considered to be of very high credit quality. “AA” ratings denote expectations of very low credit risk. They indicate very strong capacity for

payment of financial commitments. This capacity is not significantly vulnerable to foreseeable events.
 
“A” – Securities considered to be of high credit quality. “A” ratings denote expectations of low credit risk. The capacity for payment of financial commitments

is considered strong. This capacity may, nevertheless, be more vulnerable to adverse business or economic conditions than is the case for higher ratings.
 
“BBB” – Securities considered to be of good credit quality. “BBB” ratings indicate that expectations of credit risk are currently low. The capacity for payment

of financial commitments is considered adequate, but adverse business or economic conditions are more likely to impair this capacity.
 
“BB” – Securities considered to be speculative. “BB” ratings indicates an elevated vulnerability to credit risk, particularly in the event of adverse changes in

business or economic conditions over time; however, business or financial alternatives may be available to allow financial commitments to be met.
 
“B” – Securities considered to be highly speculative. “B” ratings indicate that material credit risk is present
 
“CCC” – A “CCC” rating indicates that substantial credit risk is present.
 
“CC” – A “CC” rating indicates very high levels of credit risk.
 
“C” – A “C” rating indicates exceptionally high levels of credit risk.
 
Defaulted obligations typically are not assigned “RD” or “D” ratings but are instead rated in the “CCC” to “C” rating categories, depending on their recovery

prospects and other relevant characteristics. Fitch believes that this approach better aligns obligations that have comparable overall expected loss but varying vulnerability
to default and loss.

 
Plus (+) or minus (-) may be appended to a rating to denote relative status within major rating categories. Such suffixes are not added to the “AAA” obligation

rating category, or to corporate finance obligation ratings in the categories below “CCC”.
 
“NR” – Is assigned to an unrated issue of a rated issuer.
 
The DBRS Morningstar long-term obligation ratings provide DBRS Morningstar’s opinion on the risk that investors may not be repaid in accordance with the

terms under which the long-term obligation was issued. The obligations rated in this category typically have a term of one year or longer. All rating categories from AA to
CCC contain subcategories “(high)” and “(low)”. The absence of either a “(high)” or “(low)” designation indicates the rating is in the middle of the category. The
following summarizes the ratings used by DBRS Morningstar for long-term debt:
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“AAA” – Long-term debt rated “AAA” is of the highest credit quality. The capacity for the payment of financial obligations is exceptionally high and unlikely

to be adversely affected by future events.
 
“AA” – Long-term debt rated “AA” is of superior credit quality. The capacity for the payment of financial obligations is considered high. Credit quality differs

from “AAA” only to a small degree. Unlikely to be significantly vulnerable to future events.
 
“A” – Long-term debt rated “A” is of good credit quality. The capacity for the payment of financial obligations is substantial, but of lesser credit quality than

“AA.” May be vulnerable to future events, but qualifying negative factors are considered manageable.
 
“BBB” – Long-term debt rated “BBB” is of adequate credit quality. The capacity for the payment of financial obligations is considered acceptable. May be

vulnerable to future events.
 
“BB” – Long-term debt rated “BB” is of speculative, non-investment grade credit quality. The capacity for the payment of financial obligations is uncertain.

Vulnerable to future events.
 
“B” – Long-term debt rated “B” is of highly speculative credit quality. There is a high level of uncertainty as to the capacity to meet financial obligations.
 
“CCC”, “CC” and “C” – Long-term debt rated in any of these categories is of very highly speculative credit quality. In danger of defaulting on financial

obligations. There is little difference between these three categories, although “CC” and “C” ratings are normally applied to obligations that are seen as highly likely to
default or subordinated to obligations rated in the “CCC” to “B” range. Obligations in respect of which default has not technically taken place but is considered inevitable
may be rated in the “C” category.

 
“D” – A downgrade to “D” may occur when the issuer has filed under any applicable bankruptcy, insolvency or winding up statute or there is a failure to satisfy

an obligation after the exhaustion of grace periods. DBRS Morningstar may also use “SD” (Selective Default) in cases where only some securities are impacted, such as
the case of a “distressed exchange”.

 
Municipal Note Ratings
 

An S&P Global Ratings U.S. municipal note rating reflects S&P Global Ratings’ opinion about the liquidity factors and market access risks unique to the notes.
Notes due in three years or less will likely receive a note rating. Notes with an original maturity of more than three years will most likely receive a long-term debt rating.
In determining which type of rating, if any, to assign, S&P Global Ratings’ analysis will review the following considerations:

 
  ● Amortization schedule - the larger the final maturity relative to other maturities, the more likely it will be treated as a note; and
 
  ● Source of payment - the more dependent the issue is on the market for its refinancing, the more likely it will be treated as a note.

 
Municipal Short-Term Note rating symbols are as follows:
 
“SP-1” – A municipal note rated “SP-1” exhibits a strong capacity to pay principal and interest. An issue determined to possess a very strong capacity to pay

debt service is given a plus (+) designation.
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“SP-2” – A municipal note rated “SP-2” exhibits a satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and economic

changes over the term of the notes.
 
“SP-3” – A municipal note rated “SP-3” exhibits a speculative capacity to pay principal and interest.
 
“D” – This rating is assigned upon failure to pay the note when due, completion of a distressed debt restructuring, or the filing of a bankruptcy petition or the

taking of similar action and where default on an obligation is a virtual certainty, for example due to automatic stay provisions.
 
Moody’s uses the global short-term Prime rating scale (listed above under Short-Term Credit Ratings) for commercial paper issued by U.S. municipalities and

nonprofits. These commercial paper programs may be backed by external letters of credit or liquidity facilities, or by an issuer’s self-liquidity.
 
For other short-term municipal obligations, Moody’s uses one of two other short-term rating scales, the Municipal Investment Grade (“MIG”) and Variable

Municipal Investment Grade (“VMIG”) scales provided below.
 
Moody’s uses the MIG scale for U.S. municipal cash flow notes, bond anticipation notes and certain other short-term obligations, which typically mature in

three years or less.
 
MIG Scale
 
“MIG-1” – This designation denotes superior credit quality. Excellent protection is afforded by established cash flows, highly reliable liquidity support, or

demonstrated broad-based access to the market for refinancing.
 
“MIG-2” – This designation denotes strong credit quality. Margins of protection are ample, although not as large as in the preceding group.
 
“MIG-3” – This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow, and market access for refinancing is likely to

be less well-established.
 
“SG” – This designation denotes speculative-grade credit quality. Debt instruments in this category may lack sufficient margins of protection.
 
“NR” – Is assigned to an unrated obligation, obligation and/or program.
 
In the case of variable rate demand obligations (“VRDOs”), Moody’s assigns both long-term rating and a short-term payment obligation rating. The long-term

rating addresses the issuer’s ability to meet scheduled principal and interest payments. The short-term payment obligation rating addresses the ability of the issuer or the
liquidity provider to meet any purchase price payment obligation resulting from optional tenders (“on demand”) and/or mandatory tenders of the VRDO. The short-term
payment obligation rating uses the VMIG scale. Transitions of VMIG ratings with conditional liquidity support differ from transitions of Prime ratings reflecting the risk
that external liquidity support will terminate if the issuer’s long-term rating drops below investment grade.

 
Moody’s typically assigns the VMIG rating if the frequency of the payment obligation is less than every three years. If the frequency of the payment obligation

is less than three years but the obligation is payable only with remarketing proceeds, the VMIG short-term rating is not assigned and it is denoted as “NR”.
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“VMIG-1” – This designation denotes superior credit quality. Excellent protection is afforded by the superior short-term credit strength of the liquidity provider

and structural and legal protections.
 
“VMIG-2” – This designation denotes strong credit quality. Good protection is afforded by the strong short-term credit strength of the liquidity provider and

structural and legal protections.
 
“VMIG-3” – This designation denotes acceptable credit quality. Adequate protection is afforded by the satisfactory short-term credit strength of the liquidity

provider and structural and legal protections.
 
“SG” – This designation denotes speculative-grade credit quality. Demand features rated in this category may be supported by a liquidity provider that does not

have a sufficiently strong short-term rating or may lack the structural and/or legal protections.
 
“NR” – Is assigned to an unrated obligation, obligation and/or program.
 

About Credit Ratings
 
An S&P Global Ratings issue credit rating is a forward-looking opinion about the creditworthiness of an obligor with respect to a specific financial obligation, a specific
class of financial obligations, or a specific financial program (including ratings on medium-term note programs and commercial paper programs). It takes into
consideration the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the obligation and takes into account the currency in which the
obligation is denominated. The opinion reflects S&P Global Ratings’ view of the obligor’s capacity and willingness to meet its financial commitments as they come due,
and this opinion may assess terms, such as collateral security and subordination, which could affect ultimate payment in the event of default.
 
Ratings assigned on Moody’s global long-term and short-term rating scales are forward-looking opinions of the relative credit risks of financial obligations issued by non-
financial corporates, financial institutions, structured finance vehicles, project finance vehicles, and public sector entities.
 
Fitch’s credit ratings are forward-looking opinions on the relative ability of an entity or obligation to meet financial commitments. Issuer Default Ratings (IDRs) are
assigned to corporations, sovereign entities, financial institutions such as banks, leasing companies and insurers, and public finance entities (local and regional
governments). Issue-level ratings are also assigned and often include an expectation of recovery, which may be notched above or below the issuer-level rating. Issue
ratings are assigned to secured and unsecured debt securities, loans, preferred stock and other instruments. Credit ratings are indications of the likelihood of repayment in
accordance with the terms of the issuance. In limited cases, Fitch may include additional considerations (i.e., rate to a higher or lower standard than that implied in the
obligation’s documentation).
 
DBRS Morningstar offers independent, transparent, and innovative credit analysis to the market. Credit ratings are forward-looking opinions about credit risk that reflect
the creditworthiness of an issuer, rated entity, security and/or obligation based on DBRS Morningstar’s quantitative and qualitative analysis in accordance with applicable
methodologies and criteria. They are meant to provide opinions on relative measures of risk and are not based on expectations of, or meant to predict, any specific default
probability. Credit ratings are not statements of fact. DBRS Morningstar issues credit ratings using one or more categories, such as public, private, provisional, final(ized),
solicited, or unsolicited. From time to time, credit ratings may also be subject to trends, placed under review, or discontinued. DBRS Morningstar credit ratings are
determined by credit rating committees.
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