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ANGEL OAK FINANCIAL STRATEGIES
INCOME TERM TRUST
STATEMENT OF ADDITIONAL INFORMATION
May 28, 2019

This Statement of Additional Information (the “SAI”) provides additional information to the Prospectus for Angel Oak Financial
Strategies Income Term Trust (the “Fund”) dated May 28, 2019 as it may be amended from time to time. This SAI is not a prospectus
and should only be read in conjunction with the Prospectus. You may obtain the Prospectus without charge by writing to the Angel Oak
Funds, c/o U.S. Bank Global Fund Services at P.O. Box 701, Milwaukee, WI 53201-0701, by calling (855) 751-4324 or by visiting the
Fund’s website at www.angeloakcapital.com.
Investors in the Fund will be informed of the Fund’s progress through periodic reports. Financial statements certified by an independent
registered public accounting firm will be submitted to Shareholders at least annually. Once available, copies of the Annual Report to
Shareholders may be obtained upon request, without charge, by contacting the Fund at the address or telephone number listed above.
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INVESTMENT POLICIES AND RISKS
The Fund’s principal investment strategies and the risks associated with the same are described in the “Prospectus Summary” and
“Investment Objective and Strategies” and “Risks” sections of the Prospectus. The following discussion provides additional information
about those principal investment strategies and related risks, as well as information about investment strategies (and related risks) that
the Fund may utilize, even though they are not considered to be “principal” investment strategies. Accordingly, an investment strategy
(and related risk) that is described below, but which is not described in the Prospectus, should not be considered to be a principal
strategy (or related risk) applicable to the Fund.
Borrowing. The Fund may borrow for investment purposes and for other purposes permitted by the 1940 Act. Under current law
as interpreted by the SEC and its staff, the Fund may borrow money in the amount of up to one-third of the Fund’s total assets for any
purpose and up to 5% of the Fund’s total assets from banks or other lenders for temporary purposes. The Fund’s total assets include the
amounts being borrowed. Under the 1940 Act, the Fund is required to maintain continuous asset coverage of 300% with respect to
permitted borrowings. Borrowing tends to amplify the effects on the Fund’s net asset value (“NAV”) of any change in the Fund’s
portfolio securities. Borrowing subjects the Fund to costs in the form of interest, which the Fund may not recover through investment
earnings. The Fund may also be required to maintain minimum average balances in connection with a borrowing or to pay a
commitment or other fee to maintain a line of credit. These types of requirements would increase the cost of borrowing to the Fund over
the stated interest rate.
Cash Investments. When Angel Oak Capital Advisors, LLC (“Angel Oak” or the “Adviser”) believes market, economic or
political conditions are unfavorable for investors, the Adviser may invest up to 100% of the Fund’s net assets in cash, cash equivalents
or other short-term investments. Unfavorable market or economic conditions may include excessive volatility or a prolonged general
decline in the securities markets, or the U.S. economy. The Adviser also may invest in these types of securities or hold cash while
looking for suitable investment opportunities or to maintain liquidity.
Collateralized Debt Obligations (“CDOs”). The Fund may invest in CDOs. A CDO is a security backed by a pool of bonds,
loans and other debt obligations. CDOs are not limited to investing in one type of debt and accordingly, a CDO may own corporate
bonds, commercial loans, asset-backed securities, residential mortgage-backed securities, commercial mortgage-backed securities, and
emerging market debt. The CDO’s securities are typically divided into several classes, or bond tranches, that have differing levels of
investment grade or credit tolerances. Most CDO issues are structured in a way that enables the senior bond classes and mezzanine
classes to receive investment-grade credit ratings. Credit risk is shifted to the most junior class of securities. If any defaults occur in the
assets backing a CDO, the senior bond classes are first in line to receive principal and interest payments, followed by the mezzanine
classes and finally by the lowest rated (or non-rated) class, which is known as the equity tranche. Similar in structure to a collateralized
mortgage obligation (described above) CDOs are unique in that they represent different types of debt and credit risk.
Collateralized Loan Obligations (“CLOs”). The Fund may invest in CLOs, which are debt instruments typically backed by a
pool of loans. The risks of an investment in a CLO depend largely on the type of the collateral securities and the class of the CLO in
which the Fund invests. Some CLOs have credit ratings, but are typically issued in various classes with various priorities. Normally,
CLOs are privately offered and sold (that is, they are not registered under the securities laws) and may be characterized by the Fund as
illiquid securities; however, an active dealer market may exist for CLOs that qualify for Rule 144A transactions. In addition to the
normal interest rate, default and other risks of fixed income securities, CLOs carry additional risks, including the possibility that
distributions from collateral securities will not be adequate to make interest or other payments, the quality of the collateral may decline
in value or default, the Fund may invest in CLOs that are subordinate to other classes, values may be volatile, and disputes with the
issuer may produce unexpected investment results.
Convertible Securities. The Fund may invest in convertible securities which are preferred stocks or bonds that pay a fixed
dividend or interest payment and are convertible into common stock or other equity interests at a specified price or conversion ratio
during a specified period. Although convertible bonds, convertible preferred stocks, and other securities convertible into equity
securities may have some attributes of income securities or debt securities, the Fund generally treats such securities as equity securities.
By investing in convertible securities, the Fund may seek income, and may also seek the opportunity, through the conversion feature, to
participate in the capital appreciation of the common stock or other interests into which the securities are convertible, while potentially
earning a higher fixed rate of return than is ordinarily available in common stocks. While the value of convertible securities depends in
part on interest rate changes and the credit quality of the issuers, the value of these securities will also change based on changes in the
value of the underlying stock. Income paid by a convertible security may provide a limited cushion against a decline in the price of the
security; however, convertible securities generally have less potential for gain than common stocks. Also, convertible bonds generally
pay less income than non-convertible bonds.
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The Fund may invest in contingent securities structured as contingent convertible securities, also known as “CoCos.” Contingent
convertible securities are a hybrid debt securities typically issued by non-U.S. banks and are designed to behave like bonds in times of
economic health and either convert into equity at a predetermined share price or are written down in value based on the specific terms
of the individual security if a pre-specified trigger event occurs. Unlike traditional convertible securities, the conversion of a contingent
convertible security from debt to equity is “contingent” and will occur only in the case of a trigger event. Trigger events vary by
instrument and are defined by the documents governing the contingent convertible security. Trigger events may include a decline in the
issuer’s capital below a specified threshold level, increase in the issuer’s risk weighted assets, the share price of the issuer falling to a
particular level for a certain period of time and certain regulatory events.
Contingent convertible securities are subject to the credit, interest rate, high yield security, foreign security and markets risks
associated with bonds and equities, and to the risks specific to convertible securities in general. Contingent convertible securities are
also subject to additional risks specific to their structure including conversion risk. Because trigger events are not consistently defined
among contingent convertible securities, this risk is greater for contingent convertible securities that are issued by banks with capital
ratios close to the level specified in the trigger event.
In addition, coupon payments on contingent convertible securities are discretionary and may be cancelled by the issuer at any
point, for any reason, and for any length of time. Due to the uncertainty surrounding coupon payments, contingent convertible securities
may be volatile and their price may decline rapidly in the event that coupon payments are suspended.
Convertible contingent securities are a newer form of instrument and the regulatory environment for these instruments continues
to evolve. Because the market for contingent convertible securities is evolving, it is uncertain how the larger market for contingent
convertible securities would react to a trigger event or coupon suspension applicable to a single issuer.
Corporate Debt Securities. Corporate debt securities are long- and short-term debt obligations issued by companies (such as
publicly issued and privately placed bonds, notes and commercial paper). The Adviser considers corporate debt securities to be of
investment grade quality if they are rated BBB or higher by Standard & Poor’s (“S&P”), a division of the McGraw Hill Companies, or
Baa or higher by Moody’s Investors Service, Inc. (“Moody’s”), or if unrated, determined by the Adviser to be of comparable quality.
Investment grade debt securities generally have adequate to strong protection of principal and interest payments. In the lower end of this
category, adverse economic conditions or changing circumstances are more likely to lead to a weakened capacity to pay interest and
repay principal than in higher rated categories.
Credit Linked Notes (“CLNs”). The Fund may invest in CLNs. A CLN is a security with an embedded credit default swap
allowing the issuer to transfer a specific credit risk to credit investors.
Cybersecurity Risk. As technology becomes more integrated into the Fund’s operations, the Fund will face greater operational
risks through breaches in cybersecurity. A breach in cybersecurity refers to both intentional and unintentional events that may cause the
Fund to lose proprietary information, suffer data corruption, or lose operational capacity. This in turn could cause the Fund to incur
regulatory penalties, reputational damage, additional compliance costs associated with corrective measures and/or financial loss.
Cybersecurity threats may result from unauthorized access to the Fund’s digital information systems (e.g., through “hacking” or
malicious software coding), but may also result from outside attacks such as denial-of-service attacks (i.e., efforts to make network
services unavailable to intended users). In addition, because the Fund works closely with third-party service providers (e.g.,
administrators, transfer agents, custodians and sub-advisers), cybersecurity breaches at such third-party service providers may subject
the Fund to many of the same risks associated with direct cybersecurity breaches. The same is true for cybersecurity breaches at any of
the issuers in which the Fund may invest. While the Fund has established risk management systems designed to reduce the risks
associated with cybersecurity, there can be no assurance that such measures will succeed.
Derivative Instruments. The Fund’s derivative investments have risks, including the imperfect correlation between the value of
such instruments and the underlying assets of the Fund, which creates the possibility that the loss on such instruments may be greater
than the gain in the value of the underlying assets in the Fund’s portfolio; the loss of principal; the possible default of the other party to
the transaction and illiquidity of the derivative investments. If a counterparty becomes bankrupt or otherwise fails to perform its
obligations under a derivative contract due to financial difficulties, the Fund may experience significant delays in obtaining any
recovery under the derivative contract in a bankruptcy or other reorganization proceeding. In addition, in the event of the insolvency of
a counterparty to a derivative transaction, the derivative contract would typically be terminated at its fair market value. If the Fund is
owed this fair market value in the termination of the derivative contract and its claim is unsecured, the Fund will be treated as a general
creditor of such counterparty, and will not have any claim with respect to the underlying security.
The counterparty risk for cleared derivative transactions is generally lower than for uncleared over-the-counter (“OTC”)
derivatives because generally a clearing organization becomes substituted for each counterparty to a cleared derivative contract and, in
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effect, guarantees the parties’ performance under the contract as each party to a trade looks only to the clearing house for performance
of financial obligations. However, there can be no assurance that the clearing house, or its members, will satisfy its obligations to the
Fund.
Certain of the derivative investments in which the Fund may invest may, in certain circumstances, give rise to a form of financial
leverage, which may magnify the risk of owning such instruments. The ability to successfully use derivative investments depends on the
ability of the Adviser to predict pertinent market movements, which cannot be assured. In addition, amounts paid by the Fund as
premiums and cash or other assets held in margin accounts with respect to the Fund’s derivative investments would not be available to
the Fund for other investment purposes, which may result in lost opportunities for gain.
OTC derivatives may be more difficult to purchase, sell or value than other investments. Although both OTC and exchange-traded
derivatives markets may experience a lack of liquidity, OTC non-standardized derivative transactions are generally less liquid than
exchange-traded instruments. The illiquidity of the derivatives markets may be due to various factors, including congestion, disorderly
markets, limitations on deliverable supplies, the participation of speculators, government regulation and intervention, and technical and
operational or system failures. In addition, the liquidity of a secondary market in an exchange-traded derivative contract may be
adversely affected by “daily price fluctuation limits” established by the exchanges which limit the amount of fluctuation in an
exchange-traded contract price during a single trading day. Once the daily limit has been reached in the contract, no trades may be
entered into at a price beyond the limit, thus preventing the liquidation of open positions. Prices have in the past moved beyond the
daily limit on a number of consecutive trading days. If it is not possible to close an open derivative position entered into by the Fund,
the Fund would continue to be required to make cash payments of variation (or mark-to-market) margin in the event of adverse price
movements. In such a situation, if the Fund has insufficient cash, it may have to sell portfolio securities to meet variation margin
requirements at a time when it may be disadvantageous to do so. The absence of liquidity may also make it more difficult for the Fund
to ascertain a market value for such instruments. The inability to close derivatives transactions positions also could have an adverse
impact on the Fund’s ability to effectively hedge its portfolio. OTC derivatives that are not cleared are also subject to counterparty risk,
which is the risk that the other party to the contract will not fulfill its contractual obligation to complete the transaction with the Fund. If
a counterparty were to default on its obligations, the Fund’s contractual remedies against such counterparty may be subject to
bankruptcy and insolvency laws, which could affect the Fund’s rights as a creditor (e.g., the Fund may not receive the net amount of
payments that it is contractually entitled to receive). In addition, the use of certain derivatives may cause the Fund to realize higher
amounts of income or short-term capital gains (generally taxed at ordinary income tax rates).
The derivatives markets have become subject to comprehensive statutes, regulations and margin requirements. In particular, in the
United States the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) regulates the OTC derivatives
market by, among other things, requiring many derivative transactions to be cleared and traded on an exchange, expanding entity
registration requirements, imposing business conduct requirements on dealers and requiring banks to move some derivatives trading
units to a non-guaranteed affiliate separate from the deposit-taking bank or divest them altogether. Rulemaking proposed or
implemented under the Dodd-Frank Act could potentially limit or completely restrict the ability of the Fund to use these instruments as
a part of its investment strategies, increase the costs of using these instruments or make them less effective. Limits or restrictions
applicable to the counterparties with which the Fund engages in derivative transactions could also prevent the Fund from using these
instruments or affect the pricing or other factors relating to these instruments, or may change availability of certain investments.
The Fund’s investments in regulated derivatives instruments, such as swaps, futures and options, will be subject to maximum
position limits established by the U.S. Commodity Futures Trading Commission (the “CFTC”) and U.S. and foreign futures exchanges.
Under the exchange rules all accounts owned or managed by advisers, such as the Adviser, their principals and affiliates would be
combined for position limit purposes. To comply with the position limits established by the CFTC and the relevant exchanges, the
Adviser may in the future reduce the size of positions that would otherwise be taken for the Fund or not trade in certain markets on
behalf of the Fund to avoid exceeding such limits. A violation of position limits by the Adviser could lead to regulatory action resulting
in mandatory liquidation of certain positions held by the Adviser on behalf of the Fund. There can be no assurance that the Adviser will
liquidate positions held on behalf of all the Adviser’s accounts in a proportionate manner or at favorable prices, which may result in
substantial losses to the Fund. Such policies could affect the nature and extent of derivatives use by the Fund.
Swaps. The Fund may invest in credit default swaps, total return swaps, interest rate swaps, equity swaps, currency swaps and
other types of swaps. Such transactions are subject to market risk, liquidity risk, risk of default by the other party to the transaction,
known as “counterparty risk,” regulatory risk and risk of imperfect correlation between the value of such instruments and the underlying
assets and may involve commissions or other costs.
A credit default swap agreement may reference one or more debt securities or obligations that are not currently held by the Fund.
The Fund is permitted to enter into a credit default swap as either the protection buyer or seller in the discretion of the Adviser. When
3
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buying protection under a credit default swap, the Fund is generally obligated to pay the protection seller an upfront or periodic stream
of payments over the term of the contract until a credit event occurs, such as a default of the reference obligation. If no credit event
occurs, the Fund may recover nothing if the swap is held through the terminate date. However, if a credit event does occur, the Fund
may receive the full notional value of the swap in exchange for the face amount of the obligations underlying the swap, the value of
which may have significantly decreased. When selling protection under a credit default swap, the Fund receives an upfront or periodic
stream of payments over the term of the contract provided that a credit event does not occur. However, as the seller of protection, the
Fund effectively adds leverage to its portfolio because it gains exposure to the notional amount of the swap. Entering into a credit
default swap may subject the Fund to greater risk than if the Fund had invested in the reference obligation directly. In addition to
general market risks, credit default swaps also involve illiquidity risk, counter-party risk (for OTC swaps) and credit risk.
Swap agreements are primarily entered into by institutional investors and the value of such agreements may be extremely volatile.
Certain swap agreements are traded OTC between two parties, while other more standardized swaps must be transacted through a
Futures Commission Merchant and centrally cleared or exchange-traded. While central clearing and exchange-trading are intended to
reduce counterparty credit and liquidity risk, they do not make a swap transaction risk-free. The current regulatory environment
regarding swap agreements is subject to change. The Adviser will continue to monitor these developments, particularly to the extent
regulatory changes affect the Fund’s ability to enter into swap agreements.
The swap market has matured in recent years with a large number of banks and investment banking firms acting both as principals
and as agents utilizing standardized swap documentation. As a result, the swap market has become relatively liquid; however there is no
guarantee that the swap market will continue to provide liquidity and may be subject to liquidity risk, which exists when a particular
swap is difficult to purchase or sell. The absence of liquidity may also make it more difficult for the Fund to ascertain a market value for
such instruments. The inability to close derivative positions also could have an adverse impact on the Fund’s ability to effectively hedge
its portfolio. If the Adviser is incorrect in its forecasts of market values, interest rates or currency exchange rates, the investment
performance of the Fund would be less favorable than it would have been if these investment techniques were not used. In a total return
swap, the Fund pays the counterparty a floating short-term interest rate and receive in exchange the total return of underlying loans or
debt securities. The Fund bears the risk of default on the underlying loans or debt securities, based on the notional amount of the swap
and, therefore, incurs a form of leverage. The Fund would typically have to post collateral to cover this potential obligation.
The Fund will “cover” its swap positions by segregating an amount of cash and/or liquid securities as required by the 1940 Act
and applicable SEC interpretations and guidance from time to time.
Options and Futures Risk. The Fund may utilize options, including equity options, futures contracts and so-called “synthetic”
options or other derivatives written by broker-dealers or other permissible financial intermediaries. Options transactions may be
effected on securities exchanges or in the OTC market. When options are purchased OTC, the Fund’s portfolio bears the risk that the
counterparty that wrote the option will be unable or unwilling to perform its obligations under the option contract. Options may also be
illiquid and, in such cases, the Fund may have difficulty closing out its position. OTC options also may include options on baskets of
specific securities.
The Fund may purchase call and put options on specific securities, and may write and sell covered or uncovered call and put
options for hedging purposes in pursuing its investment objectives. A put option gives the purchaser of the option the right to sell, and
obligates the writer to buy, the underlying security at a stated exercise price, typically at any time prior to the expiration of the option
for American options or only at expiration for European options. A call option gives the purchaser of the option the right to buy, and
obligates the writer to sell, the underlying security at a stated exercise price, typically at any time prior to the expiration of the option. A
covered call option is a call option with respect to which the seller of the option owns the underlying security. The sale of such an
option exposes the seller during the term of the option to possible loss of opportunity to realize appreciation in the market price of the
underlying security or to possible continued holding of a security that might otherwise have been sold to protect against depreciation in
the market price of the security. A covered put option is a put option with respect to which cash or liquid securities have been placed in
a segregated account on the books of or with a custodian to fulfill the obligation undertaken. The sale of such an option exposes the
seller during the term of the option to a decline in price of the underlying security while depriving the seller of the opportunity to invest
the segregated assets.
The Fund may close out a position when writing options by purchasing an option on the same underlying security with the same
exercise price and expiration date as the option that it has previously written on the security. In such a case, the Fund will realize a
profit or loss if the amount paid to purchase an option is less or more than the amount received from the sale of the option.
Engaging in transactions in futures contracts and options involves risk of loss to the Fund. No assurance can be given that a liquid
market will exist for any particular futures contract or option at any particular time. Many futures exchanges and boards of trade limit
the amount of fluctuation permitted in futures contract prices during a single trading day. Once the daily limit has been reached in a
4
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particular contract, no trades may be made that day at a price beyond that limit or trading may be suspended for specified periods during
the trading day. Futures contract prices could move to the limit for several consecutive trading days with little or no trading, preventing
prompt liquidation of futures positions and potentially subjecting the Fund to substantial losses.
A market could become unavailable if one or more exchanges were to stop trading options or it could become unavailable with
respect to options on a particular underlying security if the exchanges stopped trading options on that security. In addition, a market
could become temporarily unavailable if unusual events (e.g., volume exceeds clearing capability) were to interrupt normal exchange
operations. If an options market were to become illiquid or otherwise unavailable, an option holder would be able to realize profits or
limit losses only by exercising and an options seller or writer would remain obligated until it is assigned an exercise or until the option
expires.
If trading is interrupted in an underlying security, the trading of options on that security is usually halted as well. Holders and
writers of options will then be unable to close out their positions until options trading resumes, and they may be faced with considerable
losses if the security reopens at a substantially different price. Even if options trading is halted, holders of options will generally be able
to exercise them. However, if trading has also been halted in the underlying security, option holders face the risk of exercising options
without knowing the security’s current market value. If exercises do occur when trading of the underlying security is halted, the party
required to deliver the underlying security may be unable to obtain it, which may necessitate a postponed settlement and/or the fixing of
cash settlement prices.
Structured Notes. Structured notes are derivative debt securities, the interest rate and/or principal of which is determined by an
unrelated indicator. The value of the principal of and/or interest on structured notes is determined by reference to changes in the return,
interest rate or value at maturity of a specific asset, reference rate or index (the “reference instrument”) or the relative change in two or
more reference instruments. The interest rate or the principal amount payable upon maturity or redemption may be increased or
decreased, depending upon changes in the applicable reference instruments. Structured notes may be positively or negatively indexed,
so that an increase in value of the reference instrument may produce an increase or a decrease in the interest rate or value of the
structured note at maturity. In addition, changes in the interest rate or the value of the structured note at maturity may be calculated as a
specified multiple of the change in the value of the reference; therefore, the value of such note may be very volatile. Structured notes
may entail a greater degree of market risk than other types of debt securities because the investor bears the risk of the reference
instrument. Structured notes may also be more volatile, less liquid and more difficult to accurately price than less complex securities or
more traditional debt securities. In order to cover structured notes, the Fund, to the extent required by the SEC, will designate assets to
cover its obligations with respect to such instruments.
Dollar Rolls. A dollar roll transaction involves a sale by the Fund of a security concurrently with an agreement by the Fund to
repurchase a similar security at a later date at an agreed-upon price. A dollar roll may be considered a borrowing giving rise to leverage.
The securities that are repurchased will bear the same interest rate and a similar maturity as those sold, but the assets collateralizing
these securities may have different prepayment histories than those sold. During the period between the sale and repurchase, the Fund
will not be entitled to receive interest and principal payments on the securities sold. Proceeds of the sale will be invested in additional
investments, and the income from these investments will generate income for the Fund. If such income does not exceed the income,
capital appreciation and gain or loss that would have been realized on the securities sold as part of the dollar roll, the use of this
technique will diminish the investment performance of the Fund compared with what the performance would have been without the use
of dollar rolls. Dollar rolls involve the risk that the market value of the securities subject to the Fund’s forward purchase commitment
may decline below, or the market value of the securities subject to the Fund’s forward sale commitment may increase above, the
exercise price of the forward commitment. In the event the buyer of the securities files for bankruptcy or becomes insolvent, the Fund’s
use of the proceeds of the current sale portion of the transaction may be restricted.
Equity Securities.
Common and Preferred Stock. The Fund may invest in common stock. Common stock represents an equity (ownership) interest
in a company, and usually possesses voting rights and earns dividends. Dividends on common stock are not fixed but are declared at the
discretion of the issuer. Common stock generally represents the riskiest investment in a company. In addition, common stock generally
has the greatest appreciation and depreciation potential because increases and decreases in earnings are usually reflected in a company’s
stock price.
The Fund may invest in preferred stock. Preferred stock is a class of stock having a preference over common stock as to the
payment of dividends and the recovery of investment should a company be liquidated, although preferred stock is usually junior to the
debt securities of the issuer. Preferred stock typically does not possess voting rights and its market value may change based on changes
in interest rates.
5

ˆ200GH7Tr2bem!%#G=Š
200GH7Tr2bem!%#G=

US BANCORP FUND SERV
AOFINANCIAL STRATEGI

Donnelley Financial

VDI-W7-PFD-0474
12.9.12.0

LSWbishn0cb
LNF

15-Mar-2019 01:47 EST

722847 SAI 6 5*
HTM ESS 1C
Page 1 of 1

The fundamental risk of investing in common and preferred stock is the risk that the value of the stock might decrease. Stock
values fluctuate in response to the activities of an individual company or in response to general market and/or economic conditions.
Historically, common stocks have provided greater long-term returns and have entailed greater short-term risks than preferred stocks,
fixed-income and money market investments. The market value of all securities, including common and preferred stocks, is based upon
the market’s perception of value and not necessarily the book value of an issuer or other objective measures of a company’s worth. If
you invest in the Fund, you should be willing to accept the risks of the stock market and should consider an investment in the Fund only
as a part of your overall investment portfolio.
Warrants. The Fund may invest in warrants. Warrants are securities, typically issued with preferred stock or bonds that give the
holder the right to purchase a given number of shares of common stock at a specified price and time. The price of the warrant usually
represents a premium over the applicable market value of the common stock at the time of the warrant’s issuance. Warrants have no
voting rights with respect to the common stock, receive no dividends and have no rights with respect to the assets of the issuer.
Investments in warrants involve certain risks, including the possible lack of a liquid market for the resale of the warrants, potential price
fluctuations due to adverse market conditions or other factors and failure of the price of the common stock to rise. If the warrant is not
exercised within the specified time period, it becomes worthless.
Depositary Receipts. The Fund may invest in sponsored and unsponsored American Depositary Receipts (“ADRs”), European
Depositary Receipts (“EDRs”), Global Depositary Receipts (“GDRs”), Holding Company Depositary Receipts (“HOLDRs”), New
York Registered Shares (“NYRs”) or American Depositary Shares (“ADSs”). ADRs typically are issued by a U.S. bank or trust
company, evidence ownership of underlying securities issued by a foreign company, and are designed for use in U.S. securities markets.
EDRs are issued by European financial institutions and typically trade in Europe and GDRs are issued by European financial
institutions and typically trade in both Europe and the United States. HOLDRs trade on the American Stock Exchange and are fixed
baskets of U.S. or foreign stocks that give an investor an ownership interest in each of the underlying stocks. NYRs, also known as
Guilder Shares since most of the issuing companies are Dutch, are dollar-denominated certificates issued by foreign companies
specifically for the U.S. market. ADSs are shares issued under a deposit agreement that represents an underlying security in the issuer’s
home country. (An ADS is the actual share trading, while an ADR represents a bundle of ADSs.) The Fund invests in depositary
receipts to obtain exposure to foreign securities markets. For purposes of the Fund’s investment policies, the Fund’s investments in an
ADR will be considered an investment in the underlying securities of the applicable foreign company.
Unsponsored depositary receipts may be created without the participation of the foreign issuer. Holders of these receipts generally
bear all the costs of the depositary receipt facility, whereas foreign issuers typically bear certain costs of a sponsored depositary receipt.
The bank or trust company depositary of an unsponsored depositary receipt may be under no obligation to distribute Shareholder
communications received from the foreign issuer or to pass through voting rights. Accordingly, available information concerning the
issuer may not be current and the prices of unsponsored depositary receipts may be more volatile than the prices of sponsored
depositary receipts.
European Securities. European countries can be significantly affected by the actions of their own individual governments as well
as the actions of other European institutions, such as the European Union (“EU”), the European Economic and Monetary Union
(“EMU”) and the European Central Bank. The EU is an intergovernmental and supranational union consisting of 28 member states. One
of the key responsibilities of the EU is to create and administer a unified trade policy. The member states created the EMU that
established different stages and commitments that member states need to follow to achieve greater economic policy coordination and
monetary cooperation. Member states relinquish their monetary control to the European Central Bank and use a single unified currency,
the euro.
Investments in Europe are also subject to currency risks. Further, because many countries are dependent on foreign exports, any
fluctuations in the euro exchange rate could have a negative effect on an issuer’s profitability and performance.
The EU has been extending its influence to the east as it has accepted several new Eastern European countries as members. Some
of the new members remain burdened by the inherited inefficiencies of centrally planned economies. Additionally, these countries are
dependent on Western Europe for trade and credit. The current and future status of the EU continues to be the subject of political and
regulatory controversy, with widely differing views both within and between member countries.
The European financial markets have experienced uncertainty over the past few years, largely because of concerns about rising
government debt levels and increased budget deficits. Political and regulatory responses to address structural and policy issues have
created even greater instability throughout the region. The high levels of public debt increases the likelihood that certain European
issuers will either default or restructure their debt obligations, which would have a negative effect on asset values. The use of austerity
measures in countries such as Spain, Italy, Greece, Portugal and Ireland during times in which the eurozone has high levels of
unemployment has limited economic growth. European countries can be adversely affected by the tight fiscal and monetary controls
that the EMU requires its members to comply with.
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In a recent referendum, citizens of the United Kingdom (the “UK”) voted to withdraw from the EU, which caused significant
volatility in global financial markets. In March 2017, the UK formally triggered Article 50 of the Lisbon Treaty, launching a two-year
period of negotiations regarding the terms of the UK’s withdrawal from the EU (commonly referred to as “Brexit”). There is still
significant uncertainty regarding the potential consequences and precise timeframe for Brexit. During this period of uncertainty, the UK
and European economies and the broader global economy may experience increased volatility and illiquidity, and companies that
conduct a significant amount of business in the UK or Europe may experience lower revenue and/or profit growth, all of which may
adversely affect the value of the Fund’s investments. The Brexit also may cause additional member states to contemplate departing from
the EU, which would likely perpetuate political and economic instability in the region and cause additional market disruption in global
financial markets.
Exchange-Traded Notes. The Fund may invest in exchange-traded notes (“ETNs”). ETNs are a type of senior, unsecured,
unsubordinated debt security issued by financial institutions that combines both aspects of bonds and exchange traded funds (“ETFs”).
An ETN’s returns are based on the performance of a market index minus fees and expenses. Similar to ETFs, ETNs are listed on an
exchange and traded in the secondary market. However, unlike an ETF, an ETN can be held until the ETN’s maturity, at which time the
issuer will pay a return linked to the performance of the market index to which the ETN is linked minus certain fees.
Unlike regular bonds, ETNs do not make periodic interest payments and principal is not protected. ETNs are subject to credit risk
and the value of an ETN may drop due to a downgrade in the issuer’s credit rating, despite the underlying market benchmark or strategy
remaining unchanged. The value of an ETN may also be influenced by time to maturity, level of supply and demand for the ETN,
volatility and lack of liquidity in underlying assets, changes in the applicable interest rates, changes in the issuer’s credit rating, and
economic, legal, political or geographic events that affect the referenced underlying asset. When the Fund invests in ETNs it will bear
its proportionate share of any fees and expenses borne by the ETN. The Fund’s decision to sell its ETN holdings may be limited by the
availability of a secondary market. In addition, although an ETN may be listed on an exchange, the issuer may not be required to
maintain the listing and there can be no assurance that a secondary market will exist for an ETN.
ETNs are also subject to tax risk. No assurance can be given that the U.S. Internal Revenue Service (“IRS”) will accept, or a court
will uphold, how the Fund characterizes and treats ETNs for tax purposes. Further, the IRS and Congress have considered proposals
that would change the timing and character of income and gains from ETNs.
An ETN that is tied to a specific market benchmark or strategy may not be able to replicate and maintain exactly the composition
and relative weighting of securities, commodities or other components in the applicable market benchmark or strategy. Some ETNs that
use leverage can, at times, be relatively illiquid and, thus, they may be difficult to purchase or sell at a fair price. Leveraged ETNs are
subject to the same risk as other instruments that use leverage in any form.
The market value of ETN shares may differ from their market benchmark or strategy. This difference in price may be due to the
fact that the supply and demand in the market for ETN shares at any point in time is not always identical to the supply and demand in
the market for the securities, commodities or other components underlying the market benchmark or strategy that the ETN seeks to
track. As a result, there may be times when an ETN share trades at a premium or discount to its market benchmark or strategy.
Financial Sector Risk. The Fund will invest in securities tied to the financial sector. Companies in the financial sector of an
economy are often subject to extensive governmental regulation and intervention, which may adversely affect the scope of their
activities, the prices they can charge and the amount of capital they must maintain. Governmental regulation may change frequently and
may have significant adverse consequences for companies in the financial sector, including effects not intended by such regulation. The
impact of recent or future regulation in various countries on any individual financial company or on the sector as a whole cannot be
predicted. The Fund’s emphasis on community banks may make the Fund more economically vulnerable in the event of a downturn in
the banking industry. Community banks may face heightened risks of failure during times of economic downturns that larger banks.
Community banks may also be subject to greater lending risks than larger banks.
Certain risks may impact the value of investments in the financial sector more severely than those of investments outside this
sector, including the risks associated with companies that operate with substantial financial leverage. Companies in the financial sector
may also be adversely affected by increases in interest rates and loan losses, decreases in the availability of money or asset valuations,
credit rating downgrades and adverse conditions in other related markets.
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Fixed Income Securities. The Fund may invest in fixed income securities. Even though interest-bearing securities are investments
that promise a stable stream of income, the prices of such securities are affected by changes in interest rates. In general, fixed income
security prices rise when interest rates fall and fall when interest rates rise. Securities with shorter maturities, while offering lower
yields, generally provide greater price stability than longer term securities and are less affected by changes in interest rates. The values
of fixed income securities also may be affected by changes in the credit rating or financial condition of the issuing entities. Once the
rating of a portfolio security has been changed, the Fund will consider all circumstances deemed relevant in determining whether to
continue to hold the security.
Fixed income investments bear certain risks, including credit risk, or the ability of an issuer to pay interest and principal as they
become due. Generally, higher yielding bonds are subject to more credit risk than lower yielding bonds. Interest rate risk refers to the
fluctuations in value of fixed income securities resulting from the inverse relationship between the market value of outstanding fixed
income securities and changes in interest rates. An increase in interest rates will generally reduce the market value of fixed income
investments and a decline in interest rates will tend to increase their value.
Call risk is the risk that an issuer will pay principal on an obligation earlier than scheduled or expected, which would accelerate
cash flows from, and shorten the average life of, the security. Bonds are typically called when interest rates have declined. In the event
of a bond being called, the Adviser may have to reinvest the proceeds in lower yielding securities to the detriment of the Fund.
Extension risk is the risk that an issuer may pay principal on an obligation slower than expected, having the effect of extending the
average life and duration of the obligation. This typically happens when interest rates have increased.
A number of factors, including changes in a central bank’s monetary policies or general improvements in the economy, may cause
interest rates to rise. Fixed income securities with longer durations are more sensitive to interest rate changes than securities with
shorter durations, making them more volatile. This means their prices are more likely to experience a considerable reduction in response
to a rise in interest rates.
High Yield Securities. When investing in fixed income securities, the Fund may purchase securities regardless of their rating,
including fixed income securities rated below investment grade – securities rated below investment grade are often referred to as high
yield securities or “junk bonds.” Investments in securities rated below investment grade that are eligible for purchase by the Fund are
described as “speculative” by Moody’s, S&P and Fitch. Investments in lower rated corporate debt securities generally provide greater
income and increased opportunity for capital appreciation than investments in higher quality securities, but they also typically entail
greater price volatility and principal and income risk. These high yield securities are regarded as predominantly speculative with respect
to the issuer’s continuing ability to meet principal and interest payments. Analysis of the creditworthiness of issuers of debt securities
that are high yield may be more complex than for issuers of higher quality debt securities.
High yield securities may be more susceptible to real or perceived adverse economic and competitive industry conditions than
investment grade securities. The prices of high yield securities have been found to be more sensitive to adverse economic downturns or
individual corporate developments. A projection of an economic downturn or of a period of rising interest rates, for example, could
cause a decline in high yield security prices because the advent of a recession could lessen the ability of a highly leveraged company to
make principal and interest payments on its debt securities. If an issuer of high yield securities defaults, in addition to risking payment
of all or a portion of interest and principal, the Fund by investing in such securities may incur additional expenses to obtain recovery. In
the case of high yield securities structured as zero-coupon or pay-in-kind securities, their market prices are affected to a greater extent
by interest rate changes, and therefore tend to be more volatile than securities that pay interest periodically and in cash.
The secondary market on which high yield securities are traded may be less liquid than the market for higher grade securities. Less
liquidity in the secondary trading market could adversely affect the price at which the Fund could sell a high yield security, and could
adversely affect the daily NAV of the shares. Adverse publicity and investor perceptions, whether or not based on fundamental analysis,
may decrease the values and liquidity of high yield securities, especially in a thinly-traded market. When secondary markets for high
yield securities are less liquid than the market for higher grade securities, it may be more difficult to value the securities because such
valuation may require more research, and elements of judgment may play a greater role in the valuation because there is less reliable,
objective data available.
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The use of credit to evaluate high yield securities can involve certain risks. For example, credit ratings evaluate the safety of
principal and interest payments, not the market value risk of high yield securities. Also, credit rating agencies may fail to change credit
ratings in a timely fashion to reflect events since the security was last rated. The Adviser does not rely solely on credit ratings when
selecting securities for the Fund, and develops its own analysis of issuer credit quality. If a credit rating agency changes the rating of a
portfolio security held by the Fund, the Fund may retain the security if the Adviser deems it in the best interest of Shareholders.
Hybrid Securities. Preferred stock, including trust-preferred stocks, has a preference in liquidation (and, generally dividends)
over common stock but is subordinated in liquidation to debt. As a general rule the market value of preferred stocks with fixed dividend
rates and no conversion rights varies inversely with interest rates and perceived credit risk, with the price determined by the dividend
rate. Some preferred stocks are convertible into other securities (for example, common stock) at a fixed price and ratio or upon the
occurrence of certain events. The market price of convertible preferred stocks generally reflects an element of conversion value.
Because many preferred stocks lack a fixed maturity date, these securities generally fluctuate substantially in value when interest rates
change; such fluctuations often exceed those of long-term bonds of the same issuer. Some preferred stocks pay an adjustable dividend
that may be based on an index, formula, auction procedure or other dividend rate reset mechanism. In the absence of credit
deterioration, adjustable rate preferred stocks tend to have more stable market values than fixed rate preferred stocks. All preferred
stocks are also subject to the same types of credit risks of the issuer as corporate bonds. In addition, because preferred stock is junior to
debt securities and other obligations of an issuer, deterioration in the credit rating of the issuer will cause greater changes in the value of
a preferred stock than in a more senior debt security with similar yield characteristics. Preferred stocks may be rated by
S&P and Moody’s although there is no minimum rating which a preferred stock must have (and a preferred stock may not be
rated) to be an eligible investment for the Fund. The Adviser expects, however, that generally the preferred stocks in which the Fund
invests will be rated at least CCC by S&P or Caa by Moody’s or, if unrated, of comparable quality in the opinion of the Advisor.
Preferred stocks rated CCC by S&P are regarded as predominantly speculative with respect to the issuer’s capacity to pay preferred
stock obligations and represent the highest degree of speculation among securities rated between BB and CCC; preferred stocks rated
Caa by Moody’s are likely to be in arrears on dividend payments. Moody’s rating with respect to preferred stocks does not purport to
indicate the future status of payments of dividends.
Illiquid Securities. The Fund may invest in illiquid securities (i.e., securities that are not readily marketable). Illiquid securities
include, but are not limited to, restricted securities (securities the disposition of which is restricted under the federal securities laws),
securities that may only be resold pursuant to Rule 144A under the Securities Act of 1933, as amended (the “1933 Act”) but that are
deemed to be illiquid; and repurchase agreements with maturities in excess of seven days. The Adviser determines and monitors the
liquidity of the portfolio securities and reports periodically on its decisions to the Board. In making such determinations it takes into
account a number of factors in reaching liquidity decisions, including but not limited to: (1) the frequency of trades and quotations for
the security; (2) the number of dealers willing to purchase or sell the security and the number of other potential buyers; (3) the
willingness of dealers to undertake to make a market in the security; and (4) the nature of the marketplace trades, including the time
needed to dispose of the security, the method of soliciting offers and the mechanics of the transfer.
An institutional market has developed for certain restricted securities. Accordingly, contractual or legal restrictions on the resale of
a security may not be indicative of the liquidity of the security. If such securities are eligible for purchase by institutional buyers in
accordance with Rule 144A under the 1933 Act or other exemptions, the Adviser may determine that the securities are liquid.
Restricted securities may be sold only in privately negotiated transactions or in a public offering with respect to which a
registration statement is in effect under the 1933 Act. Where registration is required, the Fund may be obligated to pay all or part of the
registration expenses and a considerable period may elapse between the time of the decision to sell and the time the Fund may be
permitted to sell a security under an effective registration statement. If, during such a period, adverse market conditions were to
develop, the Fund might obtain a less favorable price than that which prevailed when it decided to sell. Illiquid securities will be priced
at fair value as determined in good faith under procedures adopted by the Board of Trustees.
Industrial Development Bonds. The Fund may invest in municipal securities, such as industrial development bonds that are
backed only by the assets and revenues of the non-governmental user (such as hospitals and airports). Municipal securities are issued to
obtain funds for a variety of public purposes, including general financing for state and local governments, or financing for specific
projects or public facilities. Municipal securities are classified as general obligation or revenue bonds or notes. Private activity bonds
and industrial revenue bonds do not carry the pledge of the credit of the issuing municipality, but generally are guaranteed by the
corporate entity on whose behalf they are issued.
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Municipal leases are entered into by state and local governments and authorities to acquire equipment and facilities such as fire
and sanitation vehicles, telecommunications equipment, and other assets. Municipal leases (which normally provide for title to the
leased assets to pass eventually to the government issuer) have evolved as a means for governmental issuers to acquire property and
equipment without meeting the constitutional and statutory requirements for the issuance of debt. The debt-issuance limitations of many
state constitutions and statutes are deemed to be inapplicable because of the inclusion in many leases or contracts of
“non-appropriation” clauses that provide that the governmental issuer has no obligation to make future payments under the lease or
contract unless money is appropriated for such purpose by the appropriate legislative body on a yearly or periodic basis.
International Securities. The Fund may invest directly in international securities. Investing in securities of foreign companies
and countries involves certain considerations and risks that are not typically associated with investing in U.S. government securities and
securities of domestic companies. There may be less publicly available information about a foreign issuer than a domestic one, and
foreign companies are not generally subject to uniform accounting, auditing and financial standards and requirements comparable to
those applicable to U.S. companies. There may also be less government supervision and regulation of foreign securities exchanges,
brokers and listed companies than exists in the United States. Interest and dividends paid by foreign issuers as well as gains or proceeds
realized from the sale or other disposition of international securities may be subject to withholding and other foreign taxes, which may
decrease the net return on such investments as compared to dividends and interest paid to the Fund by domestic companies or the U.S.
government. There may be the possibility of expropriations, seizure or nationalization of foreign deposits, the imposition of economic
sanctions, confiscatory taxation, political, economic or social instability or diplomatic developments that could affect assets of the Fund
held in foreign countries. The establishment of exchange controls or other foreign governmental laws or restrictions could adversely
affect the payment of obligations. In addition, investing in international securities will generally result in higher commissions than
investing in similar domestic securities.
Decreases in the value of currencies of the foreign countries in which the Fund will invest relative to the U.S. dollar will result in a
corresponding decrease in the U.S. dollar value of the Fund’s assets denominated in those currencies (and possibly a corresponding
increase in the amount of securities required to be liquidated to meet distribution requirements). Conversely, increases in the value of
currencies of the foreign countries in which the Fund invests relative to the U.S. dollar will result in a corresponding increase in the
U.S. dollar value of the Fund’s assets (and possibly a corresponding decrease in the amount of securities to be liquidated).
Investing in emerging markets can have more risk than investing in developed foreign markets. The risks of investing in these
markets may be exacerbated relative to investments in foreign markets. Governments of developing and emerging market countries may
be more unstable as compared to more developed countries. Developing and emerging market countries may have less developed
securities markets or exchanges, and legal and accounting systems. It may be more difficult to sell securities at acceptable prices and
security prices may be more volatile than in countries with more mature markets. Currency values may fluctuate more in developing or
emerging markets. Developing or emerging market countries may be more likely to impose government restrictions, including
confiscatory taxation, expropriation or nationalization of a company’s assets, and restrictions on foreign ownership of local companies.
In addition, emerging markets may impose restrictions on the Fund’s ability to repatriate investment income or capital and thus, may
adversely affect the operations of the Fund. Certain emerging markets may impose constraints on currency exchange and some
currencies in emerging markets may have been devalued significantly against the U.S. Dollar. For these and other reasons, the prices of
securities in emerging markets can fluctuate more significantly than the prices of securities of companies in developed countries. The
less developed the country, the greater effect these risks may have on the Fund.
Investment Company Securities. The Fund may invest in the securities of other investment companies, including ETFs,
closed-end funds and open-end (mutual) funds (also called underlying funds). The Fund may invest in inverse ETFs, including
leveraged ETFs. Inverse ETFs seek to provide investment results that match a certain percentage of the inverse of the results of a
specific index on a daily or monthly basis.
To the extent such underlying funds are index-based, these underlying funds will generally attempt to replicate the performance of
a particular index. An underlying fund may not always hold all of the same securities as the index it attempts to track. An underlying
fund may use statistical sampling techniques to attempt to replicate the returns of an index. Statistical sampling techniques attempt to
match the investment characteristics of the index and the fund by taking into account such factors as capitalization, industry exposures,
dividend yield, price/earnings (P/E) ratio, price/book (P/B) ratio, and earnings growth. An underlying fund may not track the index
perfectly because differences between the index and the fund’s portfolio can cause differences in performance. In addition, expenses
and transaction costs, the size and frequency of cash flow into and out of the fund, and differences between how and when the fund and
the index are valued can cause differences in performance.
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When the Fund invests in underlying funds it will indirectly bear its proportionate share of any fees and expenses payable directly
by the underlying fund. In connection with its investments in other investment companies, the Fund will incur higher expenses, many of
which may be duplicative. Furthermore, because the Fund invests in shares of ETFs and underlying funds their performances are
directly related to the ability of the ETFs and underlying funds to meet their respective investment objectives, as well as the allocation
of the Fund’s assets among the ETFs and underlying funds by the Adviser. Accordingly, the Fund’s investment performance will be
influenced by the investment strategies of and risks associated with the ETFs and underlying funds in direct proportion to the amount of
assets the Fund allocates to the ETFs and underlying funds utilizing such strategies.
Investments in ETFs involve certain inherent risks generally associated with investments in a broadly-based portfolio of stocks,
including risks that: (1) the general level of stock prices may decline, thereby adversely affecting the value of each unit of the ETF or
other instrument; (2) an ETF, to the extent such ETF is index-based, may not fully replicate the performance of its benchmark index
because of the temporary unavailability of certain index securities in the secondary market or discrepancies between the ETF and the
index with respect to the weightings of securities or number of stocks held; (3) an ETF may also be adversely affected by the
performance of the specific index, market sector or group of industries on which it is based; and (4) an ETF, to the extent such ETF is
index-based, may not track an index as well as a traditional index mutual fund because ETFs are valued by the market and, therefore,
there may be a difference between the market value and the ETF’s NAV. Additionally, investments in fixed income ETFs involve
certain inherent risks generally associated with investments in fixed income securities, including the risk of fluctuation in market value
based on interest rates rising or declining and risks of a decrease in liquidity, such that no assurances can be made that an active trading
market for underlying ETFs will be maintained.
There is also a risk that the underlying funds or ETFs may terminate due to extraordinary events. For example, any of the service
providers to the underlying fund or ETF, such as the trustee or sponsor, may close or otherwise fail to perform their obligations to the
underlying fund or ETF, and the underlying fund or ETF may not be able to find a substitute service provider. Also, the underlying fund
or ETF may be dependent upon licenses to use the various indices as a basis for determining their compositions and/or otherwise to use
certain trade names. If these licenses are terminated, the respective underlying fund or ETF may also terminate. In addition, an
underlying fund or ETF may terminate if its net assets fall below a certain amount. Although the Fund believes that in the event of the
termination of an underlying fund or ETF, the Fund will be able to invest instead in shares of an alternate underlying fund or ETF
tracking the same market index or another index covering the same general market, there can be no assurance that shares of an alternate
underlying fund or ETF would be available for investment at that time.
Inverse and leveraged ETFs are subject to additional risks not generally associated with traditional ETFs. To the extent that the
Fund invests in inverse ETFs, the value of the Fund’s investments will decrease when the index underlying the ETF’s benchmark rises,
a result that is the opposite from traditional equity or bond funds. The NAV and market price of leveraged or inverse ETFs are usually
more volatile than the value of the tracked index or of other ETFs that do not use leverage. This is because inverse and leveraged ETFs
use investment techniques and financial instruments that may be considered aggressive, including the use of derivative transactions and
short selling techniques. The use of these techniques may cause the inverse or leveraged ETFs to lose more money in market
environments that are adverse to their investment strategies than other funds that do not use such techniques.
Generally, under the Investment Company Act of 1940 (the “1940 Act”), a fund may not acquire shares of another investment
company (including ETFs) if, immediately after such acquisition, (i) such fund would hold more than 3% of the other investment
company’s total outstanding shares, (ii) if such fund’s investment in securities of the other investment company would be more than 5%
of the value of the total assets of the fund, or (iii) if more than 10% of such fund’s total assets would be invested in investment
companies. The SEC has granted orders for exemptive relief to certain ETFs that permit investments in those ETFs by other investment
companies (such as the Fund) in excess of these limits. The Fund may invest in ETFs that have received such exemptive orders from the
SEC, pursuant to the conditions specified in such orders. In accordance with Section 12(d)(1)(F)(i) of the 1940 Act, the Fund may also
invest in ETFs that have not received such exemptive orders as long as the Fund (and all of is affiliated persons, including the Adviser)
do not acquire more than 3% of the total outstanding stock of such underlying ETF, unless otherwise permitted to do so pursuant to
permission granted by the SEC. If the Fund seeks to redeem shares of an underlying ETF purchased in reliance on Section 12(d)(1)(F),
the underlying ETF is not obligated to redeem an amount exceeding 1% of the underlying ETF’s outstanding shares during a period of
less than 30 days.
On December 19, 2018, the SEC published a proposed rule that, if adopted, would change the regulation of fund of funds
arrangements. The SEC is currently seeking public comments on numerous aspects of the proposed rule, and as a result the nature of
any final regulations is uncertain at this time. Such regulations could permit closed-end funds to invest in other investment companies
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in excess of the limits of section 12(d)(1), including those described above. The Adviser cannot predict the effects of these regulations
on the Fund’s portfolio. The Adviser intends to monitor developments and seeks to manage the Fund’s portfolio in a manner consistent
with achieving the Fund’s investment objective, but there can be no assurance that they will be successful in doing so.
Money Market Funds. The Fund may invest in underlying money market funds that either seek to maintain a stable $1 NAV
(“stable NAV money market funds”) or that have a share price that fluctuates (“variable NAV market funds”). Although an underlying
stable share price money market fund seeks to maintain a stable $1 NAV, it is possible for the Fund to lose money by investing in such
a money market fund. Because the share price of an underlying variable NAV market fund will fluctuate, when the Fund sells the shares
it owns they may be worth more or less than what the Fund originally paid for them. In addition, neither type of money market fund is
designed to offer capital appreciation. Certain underlying money market funds may impose a fee upon the sale of shares or may
temporarily suspend the ability to sell shares if such fund’s liquidity falls below required minimums.
Municipal Securities. Municipal securities include, among other instruments, general obligation bonds, revenue bonds, municipal
leases, certificates of participation, private activity bonds, and moral obligation bonds, as well as short-term, tax-exempt obligations
such as municipal notes and variable rate demand obligations. The yields on municipal securities are dependent on a variety of factors,
including prevailing interest rates and the condition of the general money market and the municipal securities market, the size of a
particular offering, the maturity of the obligation and the rating of the issuer. The market value of municipal securities will vary with
changes in interest rate levels and as a result of changing evaluations of the ability of bond issuers to meet interest and principal
payments.
To be tax-exempt, municipal securities must meet certain regulatory requirements. If a municipal security fails to meet such
requirements, the interest may be taxable, which could impact the value of the security.
General Obligation Bonds. General obligation bonds are backed by the issuer’s full faith and credit and taxing authority for the
payment of principal and interest. The taxing authority of any governmental entity may be limited, however, by provisions of its state
constitution or laws, and an entity’s creditworthiness will depend on many factors, including potential erosion of its tax base due to
population declines, natural disasters, declines in the state’s industrial base or inability to attract new industries, economic limits on the
ability to tax without eroding the tax base, state legislative proposals or voter initiatives to limit ad valorem real property taxes and the
extent to which the entity relies on Federal or state aid, access to capital markets or other factors beyond the state’s or entity’s control.
Accordingly, the capacity of the issuer of a general obligation bond as to the timely payment of interest and the repayment of principal
when due is affected by the issuer’s maintenance of its tax base.
Revenue Bonds. Revenue bonds are issued to finance a wide variety of capital projects, including: electric, gas, water and sewer
systems; port, airport, and mass transit facilities; colleges and universities; and hospitals. Revenue bonds may be repaid only from the
revenues of a specific facility or source. An investment in revenue bonds is subject to greater risk of delay or non-payment if revenue
does not accrue as expected or if other conditions are not met for reasons outside the control of the Fund. Conversely, if revenue accrues
more quickly than anticipated, the Fund may receive payment before expected and have difficulty reinvesting the proceeds on equally
favorable terms.
Private activity bonds are, in most cases, revenue bonds. Private activity bonds are issued by or on behalf of public authorities to
obtain funds to provide privately operated facilities. Private activity bonds generally are not secured by a pledge of the taxing power of
the issuer of such bonds. Therefore, the repayment of such bonds generally depends on the revenues of a private entity. Continued
ability of a private entity to generate sufficient revenues for the payment of principal and interest on such bonds will be affected by
many factors including the size of the entity, capital structure, demand for its products or services, competition, general economic
conditions, government regulation and the entity’s dependence on revenues for the operation of the particular facility being financed.
Moral Obligation Bonds. The Fund also may invest in “moral obligation” bonds, which are normally issued by special purpose
public authorities. If an issuer of moral obligation bonds is unable to meet its obligations, the repayment of such bonds becomes a moral
commitment but not a legal obligation of the state or municipality in question.
Municipal Lease Obligations and Certificates of Participation. Municipal leases and certificates of participation involve special
risks not normally associated with general obligations or revenue bonds. Leases and installment purchase or conditional sale contracts
(which normally provide for title to the leased asset to pass eventually to the governmental issuer) have evolved as a means for
governmental issuers to acquire property and equipment without meeting the constitutional and statutory requirements for the issuance
of debt. The debt issuance limitations are deemed to be inapplicable because of the inclusion in many leases or contracts of
12
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“non-appropriation” clauses that relieve the governmental issuer of any obligation to make future payments under the lease or contract
unless money is appropriated for such purpose by the appropriate legislative body on a yearly or other periodic basis. In addition, such
leases or contracts may be subject to the temporary abatement of payments in the event that the governmental issuer is prevented from
maintaining occupancy of the lease premises or utilizing the leased equipment. Although the obligations may be secured by the leased
equipment or facilities, the disposition of the property in the event of non-appropriation or foreclosure might prove difficult, time
consuming and costly, and may result in a delay in recovering or the failure to fully recover ownership of the assets.
Certificates of participation, which represent interests in unmanaged pools of municipal leases or installment contracts, involve the
same risks as the underlying municipal leases. In addition, the Fund may be dependent upon the municipal authority issuing the
certificate of participation to exercise remedies with respect to the underlying securities. Certificates of participation also entail a risk of
default or bankruptcy, both of the issuer of the municipal lease and also the municipal agency issuing the certificate of participation.
Operational Risk. An investment in the Fund involves operational risk arising from factors such as processing errors, human
errors, inadequate or failed internal or external processes, failures in systems and technology, changes in personnel and errors caused by
third-party service providers. Any of these errors, failures or breaches could result in a loss of information, regulatory scrutiny,
reputational damage or other events, any of which could have a materially adverse effect on the Fund. While the Fund seeks to
minimize such events through controls and oversight, there is no guarantee that the Fund will not suffer losses due to operational risk.
Repurchase Agreements. The Fund may engage in repurchase agreement transactions involving the type of securities in which it
is permitted to invest. Repurchase agreements are transactions by which the Fund purchases a security and simultaneously commits to
resell that security to the seller (a bank or securities dealer) at an agreed upon price on an agreed upon date (usually within seven days
of purchase). The resale price reflects the purchase price plus an agreed upon market rate of interest which is unrelated to the coupon
rate or date of maturity of the purchased security. Repurchase agreements involve certain risks not associated with direct investments in
the underlying securities. In the event of a default or bankruptcy by the seller, the Fund will seek to liquidate such collateral. The
exercise of the Fund’s right to liquidate such collateral could involve certain costs or delays and, to the extent that proceeds from any
sale upon a default of the obligation to repurchase were less than the repurchase price, the Fund could suffer a loss. Repurchase
agreements are considered to be loans by an investment company under the 1940 Act. The Fund will not invest more than 33 1/3% of
its net assets in repurchase agreements.
The use of repurchase agreements involves certain risks. For example, if the seller of the agreements defaults on its obligation to
repurchase the underlying securities at a time when the value of these securities has declined, the Fund may incur a loss upon
disposition of them. If the seller of the agreement becomes insolvent and subject to liquidation or reorganization under the Bankruptcy
Code or other laws, a bankruptcy court may determine that the underlying securities are collateral not within the control of the Fund and
therefore subject to sale by the trustee in bankruptcy. Finally, it is possible that the Fund may not be able to substantiate their interest in
the underlying securities. While the management of the Fund acknowledges these risks, it is expected that they can be controlled
through stringent security selection criteria and careful monitoring procedures.
Restricted Securities. Within its limitation on investment in illiquid securities, the Fund may purchase restricted securities that
generally can be sold in privately negotiated transactions, pursuant to an exemption from registration under the federal securities laws,
or in a registered public offering. Where registration is required, the Fund may be obligated to pay all or part of the registration expense
and a considerable period may elapse between the time it decides to seek registration and the time the Fund may be permitted to sell a
security under an effective registration statement. If during such a period adverse market conditions were to develop, the Fund might
obtain a less favorable price than prevailed when it decided to seek registration of the security. Restricted securities that can be offered
and sold to qualified institutional buyers under Rule 144A of the 1933 Act (“144A Securities”) and are determined to be liquid are not
subject to the limitations on illiquid securities.
Reverse Repurchase Agreements. The Fund may engage in reverse repurchase agreements. Reverse repurchase agreements are
agreements that involve the sale of securities held by the Fund to financial institutions such as banks and broker-dealers, with an
agreement that the Fund will repurchase the securities at an agreed upon price and date. During the reverse repurchase agreement
period, the Fund continues to receive interest and principal payments on the securities sold. The Fund may employ reverse repurchase
agreements (i) for temporary emergency purposes or to meet repurchase requests so as to avoid liquidating other portfolio securities
during unfavorable market conditions; (ii) to cover short-term cash requirements resulting from the timing of trade settlements or (iii) to
take advantage of market situations where the interest income to be earned from the investment of the proceeds of the transaction is
greater than the interest expense of the transaction.
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Reverse repurchase agreements involve the risk that the market value of securities to be purchased by the Fund may decline below
the price at which the Fund is obligated to repurchase the securities, or that the other party may default on its obligation, so that the
Fund is delayed or prevented from completing the transaction. At the time the Fund enters into a reverse repurchase agreement, it will
segregate, and maintain, liquid assets having a dollar value equal to the repurchase price. In the event the buyer of securities under a
reverse repurchase agreement files for bankruptcy or becomes insolvent, the Fund’s use of the proceeds from the sale of the securities
may be restricted pending a determination by the other party, or its trustee or receiver, whether to enforce the Fund’s obligations to
repurchase the securities. Reverse repurchase agreements are considered borrowings by the Fund under the 1940 Act.
Securitizations. To the extent permissible under applicable laws and regulations, including the federal interagency credit risk
retention rules, codified at 17 C.F.R. Part 246 (the “U.S. Risk Retention Rules”) and applicable provisions of the 1940 Act, the Fund
may securitize certain of its investments by selling certain assets to a Structured Product (or the sponsor of a Structured Product) and
retaining all or most of the exposure to the performance of these investments in the form of an equity investment in the Structured
Product (“Securitization”). The Fund expects that the primary use of any funds generated from Securitizations will be to make
investments in portfolio securities, distribute cash to holders of the Shares and pay operating expenses, including debt service to the
extent the Fund borrows or issues senior securities to fund its investments. In addition, the Fund may also invest in Structured Products
sponsored by third parties.
Further, to the extent permissible under applicable laws and regulations, including the U.S. Risk Retention Rules and applicable
provisions of the 1940 Act, or to the extent that alternative Securitization structures are developed in the market that would permit the
Fund to enter into Securitizations, the Fund also may enter into Securitizations to finance its investments, including through the
formation of one or more Structured Products, while retaining all or most of the exposure to the performance of these investments in the
form of any equity investment in the Structured Product. Any Securitization would involve contributing or selling a pool of assets to a
special purpose entity, and that entity selling debt interests on a non-recourse or limited-recourse basis to purchasers. These
Securitizations may be formed by the Fund, entered into through joint venture arrangements or, as noted above, sponsored by a third
party.
Up to all of the Fund’s investments in or exposure to Securitizations and/or Structured Products may be in the equity tranches,
which typically represent the first loss position in the Securitization or Structured Product. The Fund will not invest more than 30% of
its net assets plus the amount of any borrowings for investment purposes in Securitizations.
The Fund may be limited in its ability to enter into Securitizations due to applicable laws and regulations, including the interplay
of the 1940 Act restrictions on principal and joint transactions and the U.S. Risk Retention Rules adopted pursuant to Section 941 of
Dodd-Frank. The Fund cannot assure you that, under current applicable laws, regulations and interpretations, administrative guidance
and positions of the SEC, the SEC staff or other regulatory authorities or future modifications to such laws, regulations, interpretations,
guidance or positions, the Fund would be able to enter into Securitizations on a timely basis, on attractive terms or at all or that
alternative Securitization structures will be developed in the market that would permit the Fund to enter into securitizations.
With respect to Securitizations sponsored by a third party, there is a limited number of potential third-party sponsors for such
Securitizations and the Fund may not find a suitable third-party sponsor, which may impact the Fund’s ability to enter into
Securitizations on favorable terms or at all. In addition, to the extent the Fund sells securities to a third-party sponsor that forms a
Structured Product, the Fund and the Adviser will no longer be able to make investment decisions related to those assets and will have
no influence over the asset management of the portfolio underlying the Structured Product. However, the Fund may be exposed to the
performance of those assets through its interest in the Structured Products that it purchases. As a result, the Fund will be relying on the
third party, and the Fund’s ability to achieve its investment objective may depend in part on the performance of each third party in its
role as sponsor. Among other things, the Fund may be subject to the risk that the third party disposes of the assets in the Structured
Product, unilaterally unwinds the Structured Product, fails to meet expectations in managing the Structured Product or otherwise is
unable to perform its duties, subjecting the Fund to potential losses. As a result, the values of the portfolios underlying a Structured
Product could decrease as a result of decisions made by a third-party sponsor. In addition, in certain circumstances, the Fund may
indemnify the third-party sponsor of a Structured Product in connection with the Fund’s sale or transfer of assets to the Structured
Product, which may expose the Fund to additional risks of loss. Also, to the extent the Fund is unable to enter into Securitizations, the
Fund’s performance and distributions could be negatively impacted. In addition, the Fund may be subject to the risk that a regulator
could view the Fund, rather than a third party, as the appropriate “sponsor” of a Structured Product for purposes of the U.S. Risk
Retention Rules, due to the facts and circumstances of the Securitization, which could result in the Fund being required, among other
things, to pay damages, transfer interest and/or acquire additional asset-backed securities in the related Securitization (which may or
may not be available at such time for acquisition) or be subject to cease and desist orders or other regulatory action.
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If the Fund creates a Structured Product, the Fund will depend on distributions from that Structured Product’s assets out of that
Structured Product’s earnings and cash flows to enable the Fund to make distributions to Shareholders. The ability of the Structured
Product to make distributions will be subject to various limitations, including the terms and covenants of the debt it issues. For example,
performance tests (based on interest coverage or other financial ratios or other criteria) may restrict the Fund’s ability, as holder of the
equity interests in the Structured Product, to receive cash flow from these investments. There is no assurance any such performance
tests will be satisfied. Also, a Structured Product may take actions that delay distributions in order to preserve ratings and to keep the
cost of present and future financings lower or the Structured Product may be obligated to retain cash or other assets to satisfy overcollateralization requirements commonly provided for holders of the Structured Product’s debt. As a result, there may be a lag, which
could be significant, between the repayment or other realization on a loan or other assets in, and the distribution of cash out of, a
Structured Product, or cash flow may be completely restricted for the life of the Structured Product. If the Fund does not receive cash
flow from any such Structured Product that is necessary to satisfy the annual distribution requirement for maintaining the Fund’s RIC
status, and the Fund is unable to obtain cash from other sources necessary to satisfy this requirement, the Fund could fail to maintain its
status as a RIC, which would have a material adverse effect on the Fund’s financial performance.
A Securitization entered into through a joint venture would pose the risk that there is a limited number of potential joint venture
partners and the Fund may not find a joint venture partner, which may impact the Fund’s ability to enter into Securitizations on
favorable terms or at all. In addition, a joint venture would pose certain risks that would not be present under other Securitization
arrangements. These risks include the potential for a joint venture partner to become insolvent or bankrupt or to engage in fraud or other
misconduct. In addition, the Fund could be required to share decision-making authority with a joint venture partner regarding certain
major decisions affecting the ownership of the joint venture, including decisions relating to the disposition of the joint venture’s
property or the contribution of additional capital. Further, a joint venture partner could have or, through change of circumstances (e.g., a
change in control of the joint venture partner), come to have economic or business interests that conflict with those of the Fund. A joint
venture partner may also be structured differently from the Fund for tax purposes, which could give rise to conflicts of interest or
jeopardize the Fund’s ability to qualify as a RIC. In addition, the terms of any joint venture could restrict the Fund’s power to sell or
transfer its interests in a Structured Product to a third party, which could result in reduced liquidity. In addition to the foregoing, certain
rules prohibiting the Fund from transacting with affiliates, mainly Section 17(a) and Section 17(d) of the 1940 Act, may limit or
prohibit the Fund’s ability to enter into certain joint venture arrangements.
The Fund and/or other investors in the Structured Product ultimately bear the credit risk of the underlying collateral. In addition, a
decline in the credit quality of loans in a Structured Product due to poor operating results of the relevant borrower, declines in the value
of loan collateral or increases in defaults, among other things, may force a Structured Product to sell certain assets at a loss, reducing its
earnings and, in turn, cash potentially available for distribution to the Fund for distribution to the Shareholders. The Fund will not be
responsible for and will have no influence over the day-to-day management, administration or any other aspect of the borrowers in the
loans underlying the Structured Product. As a result, the values of the portfolios underlying a Structured Product could decrease as a
result of decisions made by management of such borrowers.
Up to all of the Fund’s investments in or exposure to Securitizations and/or Structured Products may be in the equity tranches. To
the extent that any losses are incurred by the Structured Product in respect of any collateral, such losses will be borne first by the Fund
as owner of the equity interests. Any equity interests that the Fund retains in a Structured Product will not be secured by the assets of
the Structured Product and the Fund will rank behind all creditors of the Structured Product. Even though the Fund expects some of the
loans that it contributes to any such Securitization to be rated below investment grade, because the Structured Product’s portfolio of
loans would secure all of the debt issued by such vehicle, a portion of such debt may be rated investment grade, subject in each case to
market conditions that may require such portion of the debt to be over collateralized and various other restrictions. If applicable
accounting pronouncements or SEC staff guidance require the Fund to consolidate the Structured Product’s financial statements with
the Fund’s financial statements, any debt issued by the Structured Product would be generally treated as if it were issued by the Fund
for purposes of the asset coverage ratio applicable to the Fund. Further, there can be no assurance that a bankruptcy court, in the
exercise of its broad equitable powers, would not order that the Fund’s assets and liabilities be substantively consolidated with those of
a Structured Product, rather than kept separate, and that creditors of the Structured Product would have claims against the consolidated
bankruptcy estate (including the Fund’s assets). If a Structured Product is not consolidated with the Fund, the Fund’s only interest in the
Structured Product will be the value of its retained subordinated interest and the income allocated to it, which may be more or less than
the cash the Fund received from the Structured Product, and none of the Structured Product’s liabilities would be reflected as the Fund’s
liabilities. If the assets of a Structured Product are not consolidated with the Fund’s assets and liabilities, then the leverage incurred by
such Structured Product may or may not be treated as borrowings by the Fund for purposes applicable limitations on the Fund’s ability
to issue debt.
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Short Sales. The Fund may make short sales as part of its overall portfolio management strategies or to offset a potential decline
in value of a security. The Fund may engage in short sales with respect to stocks, ETFs and other securities. A short sale involves the
sale of a security that is borrowed from a broker or other institution to complete the sale. The Fund may engage in short sales with
respect to securities it owns, as well as securities that it does not own. Short sales expose the Fund to the risk that it will be required to
acquire, convert or exchange securities to replace the borrowed security (also known as “covering” the short position) at a time when
the security sold short have appreciated in value, thus resulting in a loss to the Fund. The Fund’s investment performance may also
suffer if the Fund is required to close out a short position earlier than it had intended. The Fund must segregate assets determined to be
liquid in accordance with procedures established by the Board of Trustees, or otherwise cover its positions in a permissible manner. The
Fund will be required to pledge its liquid assets to the broker to secure its performance on short sales. As a result, the assets pledged
may not be available to meet the Fund’s needs for immediate cash or other liquidity. In addition, the Fund may be subject to expenses
related to short sales that are not typically associated with investing in securities directly, such as costs of borrowing and margin
account maintenance costs associated with the Fund’s open short positions. These types of short sales expenses are sometimes referred
to as the “negative cost of carry,” and will tend to cause the Fund to lose money on a short sale even in instances where the price of the
security sold short does not change over the duration of the short sale. Dividend expenses on securities sold short are not covered under
the Advisor’s expense limitation agreements with the Fund and, therefore, these expenses will be borne by the Shareholders of the
Fund.
Subordinated Debt Securities. Subordinated debt securities, sometimes also called “junior debt” are debt securities for which the
issuer’s obligations to make principal and interest payment are secondary to the issuer’s payment obligations to more senior debt
securities. Subordinated debt securities are subject to the same risks as other fixed income securities and are also subject to increased
credit risk because the issuer, by definition, has issued other, more senior debt securities. The Fund may invest in subordinated debt
securities, including those issued by banks.
U.S. Government Obligations. U.S. Government securities include direct obligations issued by the United States Treasury, such
as U.S. Treasury bills (maturities of one year or less), U.S. Treasury notes (maturities of one to ten years) and U.S. Treasury bonds
(generally maturities of greater than ten years). They also include U.S. Government agencies and instrumentalities that issue or
guarantee securities, such as the Federal Home Loan Banks, The Federal National Mortgage Association and the Student Loan
Marketing Association. Except for U.S. Treasury securities, obligations of U.S. Government agencies and instrumentalities may or may
not be supported by the full faith and credit of the United States. Some, such as those of the Federal Home Loan Banks, are backed by
the right of the issuer to borrow from the U.S. Treasury, others by discretionary authority of the U.S. Government to purchase the
agencies’ obligations, while still others, such as the Student Loan Marketing Association, are supported only by the credit of the
instrumentality. In the case of securities not backed by the full faith and credit of the United States, the investor must look principally to
the agency issuing or guaranteeing the obligation for ultimate repayment and may not be able to assess a claim against the United States
itself in the event the agency or instrumentality does not meet its commitment.
The total public debt of the United States as a percentage of gross domestic product has grown rapidly since the beginning of the
2008–2009 financial downturn. Although high debt levels do not necessarily indicate or cause economic problems, they may create
certain systemic risks if sound debt management practices are not implemented. A high national debt can raise concerns that the U.S.
government will not be able to make principal or interest payments when they are due. This increase has also necessitated the need for
the U.S. Congress to negotiate adjustments to the statutory debt limit to increase the cap on the amount the U.S. government is
permitted to borrow to meet its existing obligations and finance current budget deficits. In August 2011, S&P lowered its long term
sovereign credit rating on the U.S. In explaining the downgrade at that time, S&P cited, among other reasons, controversy over raising
the statutory debt limit and growth in public spending. Any controversy or ongoing uncertainty regarding the statutory debt limit
negotiations may impact the U.S. long term sovereign credit rating and may cause market uncertainty. As a result, market prices and
yields of securities supported by the full faith and credit of the U.S. government may be adversely affected.
Variable and Floating Rate Securities. The Fund may invest in variable and floating rate securities. Fixed Income securities that
have variable or floating rates of interest may, under certain limited circumstances, have varying principal amounts. These securities
pay interest at rates that are adjusted periodically according to a specified formula, usually with reference to one or more interest rate
indices or market interest rates (the “underlying index”). The interest paid on these securities is a function primarily of the underlying
index upon which the interest rate adjustments are based. These adjustments minimize changes in the market value of the obligation.
Similar to fixed rate debt instruments, variable and floating rate instruments are subject to changes in value based on changes in market
interest rates or changes in the issuer’s creditworthiness. The rate of interest on securities may be tied to U.S. Government securities or
indices on those securities as well as any other rate of interest or index.
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Variable and floating rate demand notes of corporations are redeemable upon a specified period of notice. These obligations
include master demand notes that permit investment of fluctuating amounts at varying interest rates under direct arrangements with the
issuer of the instrument. The issuer of these obligations often has the right, after a given period, to prepay the outstanding principal
amount of the obligations upon a specified number of days’ notice.
Certain securities may have an initial principal amount that varies over time based on an interest rate index, and, accordingly, the
Fund might be entitled to less than the initial principal amount of the security upon the security’s maturity. The Fund intends to
purchase these securities only when the Adviser believes the interest income from the instrument justifies any principal risks associated
with the instrument. The Adviser may attempt to limit any potential loss of principal by purchasing similar instruments that are intended
to provide an offsetting increase in principal. There can be no assurance that the Adviser will be able to limit the effects of principal
fluctuations and, accordingly, the Fund may incur losses on those securities even if held to maturity without issuer default.
There may not be an active secondary market for any particular floating or variable rate instruments, which could make it difficult
for the Fund to dispose of the instrument during periods that the Fund is not entitled to exercise any demand rights it may have. The
Fund could, for this or other reasons, suffer a loss with respect to those instruments. The Adviser monitors the liquidity of the Fund’s
investments in variable and floating rate instruments, but there can be no guarantee that an active secondary market will exist.
When-Issued Securities and Forward Commitments. The Fund may purchase securities offered on a “when-issued” and
“forward commitment” basis (including a delayed delivery basis). Securities purchased on a “when-issued” or “forward commitment
basis” are securities not available for immediate delivery despite the fact that a market exists for those securities. A purchase is made on
a “delayed delivery” basis when the transaction is structured to occur sometime in the future.
When these transactions are negotiated, the price, which is generally expressed in yield terms, is fixed at the time the commitment
is made, but delivery and payment for the securities take place at a later date. Normally, the settlement date occurs within two months
after the transaction, but delayed settlements beyond two months may be negotiated. During the period between a commitment and
settlement, no payment is made for the securities purchased by the purchaser and, thus, no interest accrues to the purchaser from the
transaction. At the time the Fund makes the commitment to purchase securities on a when-issued basis or forward commitment, the
Fund will record the transaction as a purchase and thereafter reflect the value each day of such securities in determining its NAV.
Zero-Coupon, Delayed Interest and Capital Appreciation Securities. Zero-coupon, delayed interest, pay-in-kind (“PIK”) and
capital appreciation securities are securities that make no periodic interest payments, but are sold at a discount from their face value.
The buyer recognizes a rate of return determined by the gradual appreciation of the security, which is redeemed at face value on a
specified maturity date. The discount varies depending on the time remaining until maturity, as well as market interest rates, liquidity of
the security, and the issuer’s perceived credit quality. The discount, in the absence of financial difficulties of the issuer, typically
decreases as the final maturity date approaches. If the issuer defaults, the Fund may not receive any return on its investment. Because
such securities bear no interest and generally compound periodically at the rate fixed at the time of issuance, their value generally is
more volatile than the value of other fixed income securities. Since such bondholders do not receive interest payments, when interest
rates rise, zero-coupon, delayed interest and capital appreciation securities fall more dramatically in value than bonds paying interest on
a current basis. When interest rates fall, zero-coupon, delayed interest and capital appreciation securities rise more rapidly in value
because the bonds reflect a fixed rate of return. An investment in zero-coupon, delayed interest and capital appreciation securities may
cause the Fund to recognize income and make distributions to Shareholders before it receives any cash payments on its investment. To
generate cash to satisfy distribution requirements, the Fund may have to sell portfolio securities that it otherwise would have continued
to hold or to use cash flows from other sources such as the sale of Fund shares.
PIK securities may be debt obligations or preferred shares that provide the issuer with the option of paying interest or dividends on
such obligations in cash or in the form of additional securities rather than cash. Similar to zero-coupon bonds and delayed interest
securities, PIK securities are designed to give an issuer flexibility in managing cash flow. PIK securities that are debt securities can be
either senior or subordinated debt and generally trade flat (i.e., without interest). The trading price of PIK debt securities generally
reflects the market value of the underlying debt plus an amount representing accrued interest since the last interest payment.
17

ˆ200GH7Tr2bfM59rGJŠ
200GH7Tr2bfM59rGJ

US BANCORP FUND SERV
AOFINANCIAL STRATEGI

Donnelley Financial

VDI-W7-PFD-0332
12.9.12.0

LSWdangn0dc
LNF

15-Mar-2019 02:17 EST

722847 SAI 18 5*
HTM ESS 1C
Page 1 of 1

INVESTMENT RESTRICTIONS
Fundamental. The investment policies described below have been adopted by the Fund with respect to the Fund and are
fundamental (“Fundamental”), i.e., they may not be changed without the affirmative vote of a majority of the outstanding shares of the
Fund. As used in the Prospectus and this SAI, the term “majority of the outstanding shares of the Fund” means the lesser of: (1) 67% or
more of the outstanding shares of the Fund present at a meeting, if the holders of more than 50% of the outstanding shares of the Fund
are present or represented at such meeting; or (2) more than 50% of the outstanding shares of the Fund. Except for those investment
policies specifically identified as fundamental in the Prospectus and this SAI, the Fund’s investment objective as described in the
Prospectus and all other investment policies and practices described in the Prospectus and this SAI are non-fundamental and may be
changed by the Board without the approval of Shareholders.
The fundamental policies adopted with respect to the Fund are as follows:
1. Borrowing Money. The Fund may borrow money to the extent permitted under the 1940 Act, the rules and regulations
promulgated by the SEC under the 1940 Act, as amended from time to time, or an exemption or other relief applicable to the Fund from
the provisions of the 1940 Act.
2. Senior Securities. The Fund may issue senior securities, as defined in the 1940 Act, as permitted under the 1940 Act, the rules
and regulations promulgated by the SEC under the 1940 Act, as amended from time to time, or an exemption or other relief applicable
to the Fund from the provisions of the 1940 Act.
3. Underwriting. The Fund may act as an underwriter of securities within the meaning of the 1933 Act, to the extent permitted
under the 1933 Act, as such may be interpreted or modified by regulatory authorities having jurisdiction, from time to time.
4. Real Estate. The Fund may purchase or sell real estate to the extent permitted under the 1940 Act, the rules and regulations
promulgated by the SEC under the 1940 Act, as amended from time to time, or an exemption or other relief applicable to the Fund from
the provisions of the 1940 Act. This includes that the Fund may (i) acquire or lease office space for its own use, (ii) invest in
instruments of issuers that deal in real estate or are engaged in the real estate business, including real estate investment trusts, (iii) invest
in instruments secured by real estate or interests therein, (iv) hold and sell real estate or mortgages on real estate acquired through
default, liquidation, or other distributions of an interest in real estate as a result of the Fund’s ownership of such instruments.
5. Commodities. The Fund may purchase or sell commodities to the extent permitted under the 1940 Act, the rules and regulations
promulgated by the SEC under the 1940 Act, as amended from time to time, or an exemption or other relief applicable to the Fund from
the provisions of the 1940 Act. The Fund may purchase or sell options or futures contracts, invest in securities or other instruments
backed by commodities or invest in companies that are engaged in a commodities business or have a significant portion of their assets
in commodities.
6. Loans. The Fund may make loans to other persons to the extent permitted under the 1940 Act, the rules and regulations
promulgated by the SEC under the 1940 Act, as amended from time to time, or an exemption or other relief applicable to the Fund from
the provisions of the 1940 Act.
7. Concentration. Under normal circumstances, the Fund will invest more than 25% of its total assets (measured at the time of
purchase) in the group of industries related to banks and diversified financials.
The following are interpretations of the fundamental investment policies of the Fund and may be revised without Shareholder
approval, consistent with current laws and regulations as such may be interpreted or modified by regulatory authorities having
jurisdiction, from time to time:
Borrowing Money. Under current law as interpreted by the SEC and its staff, the Fund may borrow money in the amount of up to
one-third of the Fund’s total assets for any purpose and up to 5% of the Fund’s total assets from banks or other lenders for temporary
purposes. The Fund’s total assets include the amounts being borrowed. To limit the risks that accompany borrowing, the 1940 Act
requires the Fund to maintain at all times an asset coverage of 300% of the amount of its borrowings. The Fund expects to use proceeds
from borrowing for investment purposes and to satisfy Shareholder repurchase requests.
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Senior Securities. Senior securities may include any obligation or instrument issued by an investment company evidencing
indebtedness, including the issuance of debt or preferred shares of beneficial interest. Current law, as interpreted by the SEC and its
staff, provides that, in the case of a senior security representing indebtedness, a closed-end investment company must have asset
coverage of 300% immediately after such issuance, and no dividends on the company’s stock may be made unless the indebtedness
generally has an asset coverage at that time of 300%. In the case of a class of senior security representing a stock, a closed-end
investment company must have asset coverage of 200% immediately after such issuance, and no dividends on the company’s stock may
be made unless the preferred stock generally has an asset coverage at that time of 200%. Shareholders of preferred stock also must have
the right, as a class, to elect at least two trustees at all times and to elect a majority of trustees if dividends on their stock are unpaid in
certain amounts.
Underwriting. Under the 1940 Act, underwriting securities generally involves an investment company purchasing securities
directly from an issuer for the purpose of selling (distributing) them or participating in any such activity either directly or indirectly. The
Fund’s limitation with respect to underwriting securities is not applicable to the extent that, in connection with the disposition of
portfolio securities (including restricted securities), the Fund may be deemed an underwriter under certain federal securities laws.
Real Estate. The 1940 Act does not directly restrict an investment company’s ability to invest in real estate, but does require that
every investment company have a fundamental investment policy governing such investments. The Fund’s limitation with respect to
investing in real estate is not applicable to investments in securities or mortgages or loans that are secured by or represent interests in
real estate. This limitation does not preclude the Fund from purchasing or selling mortgage-related securities or securities of companies
engaged in the real estate business or that have a significant portion of their assets in real estate (including real estate investment trusts).
Commodities. The 1940 Act does not directly restrict an investment company’s ability to invest in commodities, but does require
that every investment company have a fundamental investment policy governing such investments. The Fund may hold commodities
acquired as a result of ownership of securities or other investments. This limitation does not preclude the Fund from purchasing or
selling options or futures contracts, from investing in securities or other instruments backed by commodities or from investing in
companies that are engaged in a commodities business or have a significant portion of their assets in commodities.
Loans. Under current law as interpreted by the SEC and its staff, the Fund may not lend any security or make any other loan if, as
a result, more than 33 1/3% of its total assets would be lent to other parties (this restriction does not apply to purchases of debt securities
or repurchase agreements). Subject to this limitation, the Fund may make loans, for example: (a) by loaning portfolio securities; (b) by
engaging in repurchase agreements; (c) by making loans secured by real estate; (d) by making loans to affiliated funds as permitted by
the SEC; or (e) by purchasing non-publicly offered debt securities. For purposes of this limitation, the term “loans” shall not include the
purchase of a portion of an issue of publicly distributed bonds, debentures or other securities.
Concentration. Under current SEC and SEC staff interpretation, the Fund would “concentrate” its investments if 25% or more of
the Fund’s total assets would be invested in securities of issuers conducting their principal business activities in the same industry. For
purposes of this limitation, there is no limit on: (1) investments in U.S. Government securities, in repurchase agreements collateralized
by U.S. Government securities, or in tax-exempt securities issued by the states, territories, or possessions of the United States
(“municipal securities”), excluding private activity municipal securities whose principal and interest payments are derived principally
from the assets and revenues of a non-governmental entity; or (2) investments in issuers domiciled in a single jurisdiction provided that
the Fund does not invest greater than 25% in a particular industry. Notwithstanding anything to the contrary, to the extent permitted by
the 1940 Act, the Fund may invest in one or more investment companies; provided that, the Fund treats the assets of the investment
companies in which it invests as its own for purposes of this policy.
With respect to the percentages adopted by the Fund as maximum limitations on its investment policies and limitations, an excess
above the fixed percentage will not be a violation of the policy or limitation unless the excess results immediately and directly from the
acquisition of any security or the action taken. This paragraph does not apply to fundamental policy 1.
Notwithstanding any of the foregoing policies, any investment company, whether organized as a trust, association or corporation,
or a personal holding company, may be merged or consolidated with or acquired by the Fund, provided that if such merger,
consolidation or acquisition results in an investment in the securities of any issuer prohibited by said paragraphs, the Fund shall, within
90 days after the consummation of such merger, consolidation or acquisition, dispose of all of the securities of such issuer so acquired
or such portion thereof as shall bring the total investment therein within the limitations imposed by said paragraphs above as of the date
of consummation.
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MANAGEMENT
Trustees and Officers
The Board is responsible for the overall management of the Fund, including general supervision and review of the investment
activities of the Fund. The Board, in turn, elects the officers of the Fund, who are responsible for administering the day-to-day
operations of the Fund. Unless otherwise indicated in the table below, the address of each Trustee and officer of the Fund is c/o Angel
Oak Capital Advisors, LLC, One Buckhead Plaza, 3060 Peachtree Rd. NW, Suite 500, Atlanta, Georgia 30305. Additional information
about the Trustees and officers of the Fund is provided in the table below.

Name and Year
of Birth

Positions with the
Fund

Term of Office and
Length of Time Served

Independent Trustees of the Fund(2)
Ira P. Cohen
Independent Trustee, Trustee since 2018,
1959
Chairman
Chairman since
2018; indefinite
terms

Alvin R. Albe, Jr.
1953

Independent Trustee Since 2018;
indefinite term

Principal Occupation(s)
During Past 5 Years

Number of
Portfolios in
Fund
Complex(1)
Overseen by
Trustee

Other Directorships Held
During the Past 5 Years

Executive Vice President,
Recognos Financial
(investment industry data
analysis provider) (since
2015); Independent financial
services consultant (since
2005).

5

Trustee, Valued Advisers
Trust (since 2010) (11
portfolios); Trustee, Griffin
Institutional Credit Fund
(since April 2014) (2
portfolios); Trustee, Angel
Oak Funds Trust (since 2014)
(4 portfolios); Trustee, Angel
Oak Strategic Credit Fund
(since 2017).

Retired; Senior Advisor,
The TCW Group, Inc. (asset
manager) (2008 –2013).

5

Director, Syntroleum
Corporation (renewable
energy firm) (1988–2014);
Trustee, Angel Oak Funds
Trust (since 2014) (4
portfolios); Trustee, Angel
Oak Strategic Credit Fund
(since 2017).
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Keith M. Schappert
1951

Independent Trustee Since 2018; indefinite
term

President, Schappert
Consulting LLC (investment
industry consulting) (since
2008).

5

Trustee, Mirae Asset Discovery
Funds (since 2010) (6
portfolios); Trustee,
Metropolitan Series Fund, Inc.
(2009¬2015) (30 portfolios);
Trustee, Met Investors Series
Trust (2012-2015) (45
portfolios); Director,
Commonfund Capital, Inc.
(private equity business) (since
2015); Director, The
Commonfund (investment
management) (since 2012);
Director, Calamos Asset
Management, Inc. (investment
management) (2012-2017);
Trustee, Angel Oak Funds Trust
(since 2014) (4 portfolios);
Trustee, Angel Oak Strategic
Credit Fund (since 2017).

Andrea N. Mullins
1967

Independent Trustee Since 2019; indefinite
term

Private Investor; Independent
Contractor, SWM Advisors
(since 2014); Retired from
Eagle Funds in 2010 as Chief
Financial Officer

5

Trustee, Valued Advisors Trust
(since 2013, Chairperson since
2017) (12 portfolios); Trustee,
Angel Oak Funds Trust (since
February 2019) (4 portfolios);
Trustee, Angel Oak Strategic
Credit Fund (since February
2019).

James E. Stueve
1964

Independent Trustee Since 2019; indefinite
term

Stueve Insights LLC
(consulting) (since 2018);
President and Global Head of
Distribution, Ridgeworth
Investments (2007-2017)

5

Chairman, Mutual Fund
Education Alliance (20132016); Trustee and Finance
Chair, Foundation for Financial
Planning (2012-2016); Trustee,
Angel Oak Funds Trust (since
February 2019) (4 portfolios);
Trustee, Angel Oak Strategic
Credit Fund (since February
2019).

Interested Trustee of the Fund
Sreeniwas (Sreeni) V. Interested Trustee
Prabhu
1974

Since 2018; indefinite
term

Chief Investment Officer,
Portfolio Manager,
Co-Founder, Angel Oak
Capital Advisors, LLC (since
2009).

5

Trustee, Angel Oak Funds Trust
(since April 2015) (4
portfolios); Trustee, Angel Oak
Strategic Credit Fund (since
2017).

Samuel R. Dunlap, III Interested Trustee
1979

Since 2019; indefinite
term

Managing Director and Senior
Portfolio Manager, Angel
Oak Capital Advisors, LLC
(since 2009)

5

Trustee, Angel Oak Funds Trust
(since February 2019) (4
portfolios); Trustee Angel Oak
Strategic Credit Fund (since
February 2019).

(1)
(2)

The Fund Complex includes each series of Angel Oak Funds Trust and the Angel Oak Strategic Credit Fund.
The Trustees of the Fund who are not “interested persons” of the Fund as defined in the 1940 Act (“Independent Trustees”).
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Officers of the Fund
Dory S. Black, Esq. 1975

President

Since 2018; indefinite term

General Counsel, Angel Oak
(since 2014); General Counsel,
EARNEST Partners, LLC
(investment management firm)
(2014); Vice-President and
Assistant General Counsel, GE
Asset Management Incorporated
(2004–2014).

Adam Langley 1967

Chief Compliance Officer

Since 2018; indefinite term

Chief Compliance Officer, Angel
Oak Capital Advisors, LLC (since
2015); Chief Compliance Officer,
Angel Oak Funds Trust (2015) and
Angel Oak Strategic Credit Fund
(since 2017); Chief Compliance
Officer, Angel Oak Capital
Partners II, LLC (since 2016);
Chief Compliance Officer,
Buckhead One Financial
Opportunities, LLC (since 2017);
Chief Compliance Officer, Angel
Oak Consulting Group Portfolio
Management, LLC (2015-2017);
Compliance Manager, Invesco
Advisers, Ltd. (2013–2015);
Compliance Officer, Macquarie
Group (2013); Chief Compliance
Officer, Aspen Partners, Ltd.
(2003–2013).

Lu Chang, CFA, FRM, CAIA
1975

Secretary

Since 2018; indefinite term

Chief Risk Officer, Angel Oak
Capital Advisors, LLC (since
2014); Vice-President and Finance
Manager, Wells Fargo Advisors,
LLC (investment advisory firm)
(2004–2014).

Daniel Fazioli
1981

Treasurer

Since 2018; indefinite term

Controller, Angel Oak Capital
Advisors, LLC (since 2015);
Controller, Tang Capital Partners,
LP (2014–2015); Associate,
Goldman Sachs & Company, Inc.
(2010–2014).

Additional Information Concerning the Board of Trustees.
The Role of the Board
The Board oversees the management and operations of the Fund. Like all mutual funds, the day-to-day management and operation
of the Fund is the responsibility of the various service providers to the Fund, such as the Adviser, administrator, the custodian and the
transfer agent, each of whom are discussed in greater detail in this SAI. The Board has appointed various senior
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employees of the Adviser as officers of the Fund, with responsibility to monitor and report to the Board on the Fund’s operations. In
conducting this oversight, the Board receives regular reports from these officers and the service providers. For example, the Treasurer
reports as to financial reporting matters. In addition, the Adviser provides regular reports on the investment strategy and performance of
the Fund. The Board has appointed a Chief Compliance Officer who administers the Fund’s compliance program and regularly reports
to the Board as to compliance matters. These reports are provided as part of the Board’s regular Board meetings, which are typically
held quarterly, and involve the Board’s review of recent operations. While Angel Oak compensates the CCO for his services to the
Fund, the Fund reimburses Angel Oak for a portion of the CCO’s salary.
Board Structure, Leadership
The Board has structured itself in a manner that it believes allows it to perform its oversight function effectively. It has established
three standing committees—an Audit, Financial and Administrative Oversight Committee, a Nominating, Governance and Compliance
Oversight Committee and a Valuation and Risk Management Oversight Committee—that are discussed in greater detail below under
“Fund Committees.” At least a majority of the Board is comprised of Independent Trustees who are not affiliated with the Adviser, the
principal underwriter or their affiliates. The Committees are each comprised entirely of Independent Trustees.
The Board has an Independent Chairman. Except for any duties specified herein or pursuant to the Fund’s Declaration of Trust and
By-Laws, the designation of Chairman does not impose on Mr. Cohen any duties, obligations or liability that are greater than the duties,
obligations or liability imposed on such person as a member of the Board. As Chairman, Mr. Cohen acts as a spokesperson for the
Trustees in between meetings of the Board, serves as a liaison for the Trustees with the Fund’s service providers, officers, and legal
counsel to discuss ideas informally, and participates in setting the agenda for meetings of the Board and separate meetings or executive
sessions of the Independent Trustees. As noted, the majority of the Board is comprised of Independent Trustees, and the Board believes
that maintaining a Board that has a majority of Independent Trustees allows the Board to operate in a manner that provides for an
appropriate level of independent oversight and action. In accordance with applicable regulations regarding the governance of the Fund,
the Independent Trustees have an opportunity to meet in a separate quarterly executive session in conjunction with each quarterly
meeting of the Board during which they may review matters relating to their independent oversight of the Fund.
The Board reviews annually the structure and operation of the Board and its committees. The Board has determined that the
composition of the Board and the function and composition of its various committees provide the appropriate means and
communication channels to address any potential conflicts of interest that may arise.
Board Oversight of Risk Management
As part of its oversight function, the Board of Trustees receives and reviews various risk management reports and discusses these
matters with appropriate management and other personnel. Because risk management is a broad concept comprised of many elements
(e.g., investment risk, issuer and counterparty risk, compliance risk, operational risks, business continuity risks), the oversight of
different types of risks is handled in different ways. For example, the Audit, Financial and Administrative Oversight Committee meets
with the Treasurer and the Fund’s independent registered public accounting firm to discuss, among other things, the internal control
structure of the Fund’s financial reporting function. The Board and Nominating, Governance and Compliance Oversight Committee
meet regularly with the Chief Compliance Officer to discuss compliance and operational risks and how they are managed. The Board
and Valuation and Risk Management Oversight Committee also receive reports from the Adviser and its Chief Risk Officer as to
investment and other risks of the Fund.
Information about Each Trustee’s Qualification, Experience, Attributes or Skills
The Board believes that each of the Trustees has the qualifications, experience, attributes and skills (“Trustee Attributes”)
appropriate to their continued service as Trustees of the Fund in light of the Fund’s business and structure. In addition to a demonstrated
record of business and/or professional accomplishment, each of the Trustees has demonstrated a commitment to discharging their
oversight duties as trustees in the interests of Shareholders. The Board annually conducts a “self-assessment” wherein the effectiveness
of the Board is reviewed.
In addition to the information provided in the table above, below is certain additional information concerning each particular
Trustee and his Trustee Attributes.
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Mr. Prabhu’s Trustee Attributes.
Mr. Prabhu has over 15 years of experience in the financial services and investment management industry and co-founded the
Adviser in 2009. Mr. Prabhu has served in a variety of management roles throughout his career. The Board believes that Mr. Prabhu’s
experience, qualifications, attributes and skills on an individual basis and in combination with those of the other Trustees lead to the
conclusion that he possesses the requisite skills and attributes as a Trustee to carry out oversight responsibilities with respect to the
Fund.
Mr. Cohen’s Trustee Attributes.
Mr. Cohen has over 35 years of experience in the financial services industry. He has served as Executive Vice President of
Recognos Financial, a premier provider of semantic data analysis for the financial services industry, since 2015, and he has been an
independent financial services consultant since 2005. Mr. Cohen has served a variety of management roles for various financial and
investment companies throughout his career. Additionally, Mr. Cohen served as an independent trustee of the trust in which the
Adviser’s first mutual fund was launched. The Board believes that Mr. Cohen’s experience, qualifications, attributes and skills on an
individual basis and in combination with those of the other Trustees lead to the conclusion that he possesses the requisite skills and
attributes as a Trustee to carry out oversight responsibilities with respect to the Fund.
Mr. Albe’s Trustee Attributes.
Mr. Albe has over 30 years of experience in the investment management industry, including having served as executive
management for a large asset management firm and its affiliated investment companies. Mr. Albe is a Certified Public Accountant
(non-practicing) and has past experience as a member of the board and audit committee of a publicly held company. Mr. Albe is an
audit committee financial expert of the Fund. The Board believes that Mr. Albe’s experience, qualifications, attributes and skills on an
individual basis and in combination with those of the other Trustees lead to the conclusion that he possesses the requisite skills and
attributes as a Trustee to carry out oversight responsibilities with respect to the Fund.
Mr. Schappert’s Trustee Attributes.
Mr. Schappert has over 40 years of experience in the investment management industry. He has been an independent financial
services consultant for his own consulting business, Schappert Consulting, LLC, since 2008 and has served a variety of management
roles for various financial and investment companies throughout his career. The Board believes that Mr. Schappert’s experience,
qualifications, attributes and skills on an individual basis and in combination with those of the other Trustees lead to the conclusion that
he possesses the requisite skills and attributes as a Trustee to carry out oversight responsibilities with respect to the Fund.
Ms. Mullins’ Trustee Attributes.
Ms. Mullins worked in the Asset Management and Mutual Funds industry at Raymond James from 1990-2010 and her experience
includes accounting, compliance, and operations. Ms. Mullins retired as Chief Financial Officer of Eagle Family of Funds (now
Carillon Family of Funds) in 2010. Since 2014, Ms. Mullins has been an independent contractor with SWM Advisors, an
SEC-registered investment adviser. In addition to this experience, Ms. Mullins also has experience serving as a Trustee for Valued
Advisors Trust since 2013 and as its Chairperson since 2017. The Board believes that Ms. Mullins’ experience, qualifications, attributes
and skills on an individual basis and in combination with those of the other Trustees lead to the conclusion that she possesses the
requisite skills and attributes as a Trustee to carry out oversight responsibilities with respect to the Fund.
Mr. Stueve’s Trustee Attributes.
Mr. Stueve has worked in the asset management and investment company industry for 32 years and has held senior leadership
roles in the business functions and for service providers to investment companies. Mr. Stueve served as Executive Vice President and
Director of Retail Sales at AIM Investments from 2002 to 2007, where he integrated the company’s distribution channels during an
acquisition by Invesco. He was with Ridgeworth Investments from 2007 to 2017, serving as President and Global Head of Distribution.
Mr. Stueve also has board experience as member of the Executive Committee for Mutual Fund Education Alliance from 2011 to 2013,
and as its Chairman from 2013 to 2016. The Board believes that Mr. Stueve’s experience, qualifications, attributes and skills on an
individual basis and in combination with those of the other Trustees lead to the conclusion that he possesses the requisite skills and
attributes as a Trustee to carry out oversight responsibilities with respect to the Fund.
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Mr. Dunlap’s Trustee Attributes.
Mr. Dunlap has served as a Managing Director and Senior Portfolio Manager for Angel Oak since 2009. In addition to serving as
portfolio manager for Angel Oak funds, Mr. Dunlap is responsible of managing Angel Oak’s separately managed account clients,
including depository institutions. Prior to joining Angel Oak, he spent six years with SunTrust Robinson Humphrey where he focused
on marketing and structuring interest rate derivatives products. He previously was with Wachovia supporting the agency mortgage passthrough trading desk. The Board believes that Mr. Dunlap’s experience, qualifications, attributes and skills on an individual basis and in
combination with those of the other Trustees lead to the conclusion that he possesses the requisite skills and attributes as a Trustee to
carry out oversight responsibilities with respect to the Fund.
Fund Committees
The Fund has three standing committees: the Audit, Financial and Administrative Oversight Committee, the Nominating,
Governance and Compliance Oversight Committee and the Valuation and Risk Management Oversight Committee.
The Audit, Financial and Administrative Oversight Committee is comprised of all of the Independent Trustees. The function of the
Audit, Financial and Administrative Oversight Committee is to review the scope and results of the annual audit of the Fund and any
matters bearing on the audit or the Fund’s financial statements and to ensure the integrity of the Fund’s financial reporting. The Audit,
Financial and Administrative Oversight Committee also recommends to the Board of Trustees the annual selection of the independent
registered public accounting firm for the Fund, and it reviews and pre-approves audit and certain non-audit services to be provided by
the independent registered public accounting firm. The Committee also assists the Board in overseeing the review of financial and
administrative reports and discussing with the Fund’s management financial and administrative matters relating to the Fund.
The Nominating, Governance and Compliance Oversight Committee, comprised of all the Independent Trustees, is responsible for
seeking and reviewing candidates for consideration as nominees for Trustees. The Committee has a policy in place for considering
Trustee candidates recommended by Shareholders. Nomination submissions must be accompanied by all information relating to the
recommended nominee that is required to be disclosed in solicitations or proxy statements for the election of Trustees, as well as
information sufficient to evaluate the individual’s qualifications. Nomination submissions must be accompanied by a written consent of
the individual to stand for election if nominated by the Board and to serve if elected by the Shareholders. In addition, a nominee must
provide such additional information as reasonably requested by the Committee. The Committee will consider recommendations by
Shareholders for up to one year from receipt. Nomination submissions should be sent to:
Secretary, Angel Oak Financial Strategies Income Term Trust
c/o Angel Oak Capital Advisors, LLC
3060 Peachtree Road NW, Suite 500
Atlanta, GA 30305
The Committee also assists the full Board in connection with matters relating to the compliance of the Fund and its service
providers with applicable laws. The Committee meets on an as needed basis.
The Valuation and Risk Management Oversight Committee, comprised of all the Independent Trustees, oversees valuation matters
of the Fund delegated to the Adviser’s Valuation Committee, including the fair valuation determinations and methodologies proposed
and utilized by the Pricing Committee, reviews the Fund’s valuation procedures and their application by the Adviser’s Valuation
Committee, reviews pricing errors and procedures for calculation of NAV of the Fund and responds to other matters deemed
appropriate by the Board. The Valuation and Risk Management Oversight Committee also oversees the policies, procedures, practices
and systems relating to identifying and managing the various risks that are or may be applicable to the Fund. The Committee shall not
assume any day-to-day risk management functions or activities. The Adviser and other service providers (“Fund management”) are
responsible for the day-to-day implementation, maintenance, and administration of policies, procedures, systems and practices designed
to identify, monitor and control risks to which the Fund is or may be exposed. The Chief Risk Officer of the Adviser oversees Fund
management’s execution of its risk management responsibilities. The actions of the Valuation and Risk Management Oversight
Committee are reviewed and ratified by the Board. The Valuation and Risk Management Oversight Committee meets at least annually.
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Trustee Ownership of Fund Shares and Other Interests
The table below shows for each Trustee, the amount of the Fund’s equity securities beneficially owned by each Trustee, and the
aggregate value of all investments in equity securities of the Fund, as of December 31, 2018 and stated as one of the following ranges:
A = None; B = $1-$10,000; C = $10,001-$50,000; D = $50,001-$100,000; and E = over $100,000.

Name of Trustee

Dollar Range of Equity
Securities in the Fund

Aggregate Dollar Range
of Equity Securities in all
Registered Investment
Companies Overseen by
the Trustees in Family of
Investment Companies

A
A
A
A
A

E
A
A
E
A

A
A

E
A

Non-Interested Trustees
Alvin R. Albe, Jr.
Ira P. Cohen
Andrea N. Mullins
Keith M. Schappert
James E. Stueve
Interested Trustee
Sreeniwas (Sreeni) V. Prabhu
Samuel R. Dunlap

Furthermore, neither the Independent Trustees nor members of their immediate family own securities beneficially or of record in
the Adviser, the Fund’s principal underwriter or any of their affiliates.
Compensation
The table shows the estimated compensation to be paid to the Trustees for services for the fiscal year ending January 31, 2020,
from the Fund Complex. The Fund Complex consists of the Fund as well as Angel Oak Strategic Credit Fund and Angel Oak Funds
Trust, affiliated registrants not discussed in this SAI.
Effective November 1, 2018, those Trustees who are not employees of the Adviser receive an annual retainer of $50,000
(pro-rated for any periods less than one year), as well as reimbursement for reasonable expenses incurred in connection with attendance
at meetings. Each Independent Trustee also receives a fee of $10,000 for each regularly scheduled meeting attended in person. In
addition, each Committee Chairman receives additional annual compensation of $12,000 (pro-rated for any periods less than one year).
The Fund does not have any pension nor retirement plans.
Prior to November 1, 2018, those Trustees who were not employees of the Adviser received an annual retainer of $40,000
(pro-rated for any periods less than one year), as well as reimbursement for reasonable expenses incurred in connection with attendance
at meetings. Each Independent Trustee also received a fee of $8,500 for each regularly scheduled meeting attended in person. The Fund
does not have any pension or retirement plans. Effective November 1, 2017, each Committee Chairman receives additional annual
compensation of $12,000 (pro-rated for any periods less than one year).
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Name of Person/Position

Non-Interested Trustees
Alvin R. Albe, Jr., Trustee
Ira P. Cohen, Chairman
Andrea N. Mullins, Trustee
Keith M. Schappert, Trustee
James E. Stueve, Trustee
Interested Trustee
Sreeniwas (Sreeni) V. Prabhu, Trustee
Samuel R. Dunlap, Trustee
(1)
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Aggregate Compensation
from the Fund

Total Compensation
from the Fund and
Fund Complex
Paid to Trustees(1)

$
$
$
$
$

9,471
9,471
9,471
9,471
9,471

$
$
$
$
$

102,000
102,000
102,000
102,000
102,000

$
$

0
0

$
$

0
0

The Fund Complex consists of Angel Oak Funds Trust and Angel Oak Strategic Credit Fund, each an affiliated registrant not
discussed in this SAI.
Investment Adviser

The Fund’s Adviser is Angel Oak Capital Advisors, LLC, One Buckhead Plaza, 3060 Peachtree Rd. NW, Suite 500, Atlanta,
Georgia 30305. Angel Oak Capital Advisors, LLC was formed in 2009 by Michael A. Fierman, Sreeniwas (Sreeni) V. Prabhu and Brad
A. Friedlander, each a Managing Partner of the Adviser.
Under the terms of the investment advisory agreement (the “Agreement”), the Adviser manages the Fund’s investments subject to
oversight by the Board of Trustees. As compensation for its management services, the Fund is obligated to pay the Adviser a fee
calculated and payable monthly in arrears at an annual rate of 1.35% of the average daily value of the Fund’s Managed Assets.
The Adviser has voluntarily agreed to waive its management fee to 1.00% of the Fund’s Managed Assets for the first year of the
Fund’s operations. The Adviser may not recoup from the Fund any amount waived pursuant to this arrangement.
The Adviser retains the right to use the name “Angel Oak” in connection with another investment company or business enterprise
with which the Adviser is or may become associated. The Fund’s right to use the name “Angel Oak” automatically ceases 90 days after
termination of the Agreement and may be withdrawn by the Adviser on 90 days’ written notice.
The Adviser may make payments to banks or other financial institutions that provide Shareholder services and administer
Shareholder accounts. If a bank or other financial institution were prohibited from continuing to perform all or a part of such services,
management of the Fund believes that there would be no material impact on the Fund or Shareholders. Banks and other financial
institutions may charge their customers fees for offering these services to the extent permitted by applicable regulatory authorities, and
the overall return to those Shareholders availing themselves of the bank services will be lower than to those Shareholders who do not.
The Fund may from time to time purchase securities issued by banks and other financial institutions that provide such services;
however, in selecting investments for the Fund, no preference will be shown for such securities.
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About the Portfolio Managers
Sreeniwas V. Prabhu, Johannes Palsson, Navid Abghari, and Cheryl Pate are the Portfolio Managers of the Fund. As of January 31,
2019, the Portfolio Managers were responsible for managing the following types of accounts for the Adviser, other than the Fund(s) for
which they serve as a portfolio manager:
Sreeniwas (Sreeni) V. Prabhu
Number and Assets of Accounts for which Advisory Fee is
Performance Based
Registered
Investment
Other Pooled
Companies
Investment Vehicles
Other Accounts

Number and Assets of Other Accounts
Registered
Investment
Companies

Other Pooled
Investment Vehicles

Other Accounts

8
$7,450,004,393

7
$ 1,343,330,581

$

0
0

0
0

$

$

6
658,639,405

0
0

Johannes Palsson

Other Pooled
Investment Vehicles

Other Accounts

Number and Assets of Accounts for which Advisory Fee is
Performance Based
Registered
Investment
Other Pooled
Companies
Investment Vehicles
Other Accounts

1
82,868,108

3
$128,306,540

$

Number and Assets of Other Accounts
Registered
Investment
Companies

1
$131,556,187

$

0
0

$

1
82,868,108

0
0

Navid Abghari
Number and Assets of Accounts for which Advisory Fee is
Performance Based
Registered
Other Pooled
Investment
Investment
Other
Companies
Vehicles
Accounts

Registered
Investment
Companies

Number and Assets of Other Accounts
Other Pooled
Investment
Vehicles

Other Accounts

1
$131,556,187

3
$884,438,340

3
$128,306,540

$

Registered
Investment
Companies

Number and Assets of Other Accounts
Other Pooled
Investment
Vehicles

Other Accounts

Number and Assets of Accounts for which Advisory Fee is
Performance Based
Registered
Other Pooled
Investment
Investment
Other
Companies
Vehicles
Accounts

1
$131,556,187

1
$82,868,108

3
$128,306,540

$

0
0

2
$199,747,164

0
0

Cheryl Pate
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1
$82,868,108

0
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Compensation: The Portfolio Managers receive an annual base salary from the Adviser. Mr. Prabhu has an ownership interest in
the Adviser and may receive distributions from the Adviser, which may come from profits generated by the Adviser. Each of the
Portfolio Managers is eligible to receive a discretionary bonus, which is based on: profitability of the Adviser; assets under
management; investment performance of managed accounts; compliance with the Adviser’s policies and procedures; contribution to the
Adviser’s goals and objectives; anticipated compensation levels of competitor firms; effective research; role and responsibilities; client
satisfaction; asset retention; teamwork; leadership and risk management.
Potential 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 experience the following potential conflicts: The management of multiple accounts may result
in a portfolio manager devoting unequal time and attention to the management of each account. Investment decisions for client accounts
are also made consistent with a client’s individual investment objective and needs. Accordingly, there may be circumstances when
purchases or sales of securities for one or more client accounts will have an adverse effect on other clients. The Adviser may seek to
manage such competing interests by: (1) having a portfolio manager focus on a particular investment discipline; (2) utilizing a
quantitative model in managing accounts and/or (3) reviewing performance differences between similarly managed accounts on a
periodic basis to ensure that any such differences are attributable by differences in investment guidelines and timing of cash flows. The
Adviser also maintains a Code of Ethics to establish standards and procedures for the detection and prevention of activities by which
persons having knowledge of the investments and investment intentions of the Fund may abuse their fiduciary duties to the Fund.
If a portfolio manager identifies a limited investment opportunity that may be suitable for more than one client, the 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 accounts. To
deal with these situations, the Adviser has adopted procedures for allocating portfolio transactions across multiple accounts.
With respect to securities transactions for clients, the Adviser determines which broker to use to execute each order. However, the
Adviser may direct securities transactions to a particular broker/dealer for various reasons including receipt of research or participation
interests in initial public offerings that may or may not benefit the Fund. To deal with these situations, the Adviser has adopted
procedures to help ensure best execution of all client transactions.
Finally, the appearance of a conflict of interest may arise where the Adviser has an incentive, such as a performance-based
management fee, which relates to the management of one but not all accounts for which a portfolio manager has day-to-day
management responsibilities.
The Fund is required to show the dollar amount ranges of the portfolio managers’ beneficial ownership of shares of the Fund as of
the date of this SAI:
Dollar Range of Equity
Securities in the Fund

Portfolio Manager

Sreeni V. Prabhu
Johannes Palsson
Navid Abghari
Cheryl Pate

none
none
none
none

REPURCHASE OF SHARES AND OTHER DISCOUNT MEASURES
Because shares of closed-end management investment companies frequently trade at a discount to their NAVs, the Board has
determined that from time to time it may be in the best interest of the Shareholders for the Fund to take certain actions intended to
reduce such discount. The Board, in consultation with the Adviser, will review at least annually the possibility of open market
repurchases and/or tender offers for the Shares and will consider such factors as the market price of the Shares, the NAV of the Shares,
the liquidity of the assets of the Fund, the effect on the Fund’s expenses, whether such transactions would impair the Fund’s status as a
RIC or result in a failure to comply with applicable asset coverage requirements, general economic conditions and such other events or
conditions, which may have a material effect on the Fund’s ability to consummate such transactions. There are no assurances that the
Board will, in fact, decide to undertake either of these actions or, if undertaken, that such actions will result in the Shares trading at a
price which is equal to or approximates their NAV.
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In recognition of the possibility that the Shares might trade at a discount to NAV and that any such discount may not be in the
interest of the Fund’s Shareholders, the Board, in consultation with the Adviser, from time to time may review the possible actions to
reduce any such discount.
PORTFOLIO TRANSACTIONS
How Securities are Purchased and Sold
Purchases and sales of portfolio securities that are fixed income securities (for instance, money market instruments and bonds,
notes and bills) usually are principal transactions. In a principal transaction, the party from whom the Fund purchases or to whom the
Fund sells is acting on their own behalf (and not as the agent of some other party such as its customers). These securities normally are
purchased directly from the issuer or from an underwriter or market maker for the securities. There usually are no brokerage
commissions paid for these securities.
Purchases and sales of portfolio securities that are equity securities (for instance common stock and preferred stock) are generally
effected: (1) if the security is traded on an exchange, through brokers who charge commissions; and (2) if the security is traded in the
“over-the-counter” markets, in a principal transaction directly from a market maker. In transactions on stock exchanges, commissions
are negotiated. When transactions are executed in an over-the-counter market, the Adviser will seek to deal with the primary market
makers; but when necessary to obtain best execution, the Adviser will utilize the services of others.
The price of securities purchased from underwriters includes a disclosed fixed commission or concession paid by the issuer to the
underwriter, and prices of securities purchased from dealers serving as market makers reflects the spread between the bid and asked
price.
In the case of fixed income and equity securities traded in the over-the-counter markets, there is generally no stated commission,
but the price usually includes an undisclosed commission or markup.
Commissions Paid
As of the date of this SAI, there were no brokerage commissions because the Fund had not yet commenced investment operations.
Adviser Responsibility for Purchases and Sales
The Adviser places orders for the purchase and sale of securities with broker-dealers selected by and in the discretion of the
Adviser. The Fund does not have any obligation to deal with a specific broker or dealer in the execution of portfolio transactions.
Allocations of transactions to brokers and dealers and the frequency of transactions are determined by the Adviser in its best judgment
and in a manner deemed to be in the best interest of the applicable Fund rather than by any formula.
The Adviser seeks “best execution” for all portfolio transactions. This means that the Adviser seeks the most favorable price and
execution available. The Adviser’s primary consideration in executing transactions for the Fund is prompt execution of orders in an
effective manner and at the most favorable price available.
Choosing Broker-Dealers
The Fund may not always pay the lowest commission or spread available. Rather, in determining the amount of commissions
(including certain dealer spreads) paid in connection with securities transactions, the Adviser takes into account factors such as size of
the order, difficulty of execution, efficiency of the executing broker’s facilities (including the research services described below) and
any risk assumed by the executing broker.
Consistent with applicable rules and the Adviser’s duties, the Adviser may consider payments made by brokers effecting
transactions for the Fund. These payments may be made to the Fund or to other persons on behalf of the Fund for services provided to
the Fund for which those other persons would be obligated to pay.
The Adviser may also utilize a broker and pay a slightly higher commission if, for example, the broker has specific expertise in a
particular type of transaction (due to factors such as size or difficulty), or it is efficient in trade execution.
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Securities of Regular Broker-Dealers
From time to time, the Fund may acquire and hold securities issued by its “regular brokers and dealers” or the parents of those
brokers and dealers. For this purpose, regular brokers and dealers are the 10 brokers or dealers that: (1) received the greatest amount of
brokerage commissions during the Fund’s last fiscal year; (2) engaged in the largest amount of principal transactions for portfolio
transactions of the Fund during the Fund’s last fiscal year; or (3) sold the largest amount of the Fund’s shares during the Fund’s last
fiscal year. As of the date of this SAI, the Fund did not hold any securities of its regular brokers or dealers or their parent companies
because the Fund had not yet commenced investment operations.
Obtaining Research from Brokers
The Adviser has full brokerage discretion. The Adviser evaluates the range and quality of a broker’s services in placing trades
such as securing best price, confidentiality, clearance and settlement capabilities, promptness of execution and the financial stability of
the broker-dealer. The Adviser may give consideration to research services furnished by brokers to the Adviser for its use and may
cause the Fund to pay these brokers a higher amount of commission than may be charged by other brokers. This research is designed to
augment the Adviser’s own internal research and investment strategy capabilities. This research may include reports that are common in
the industry such as industry research reports and periodicals, quotation systems, software for portfolio management and formal
databases. Typically, the research will be used to service all of the Adviser accounts, although a particular client may not benefit from
all the research received on each occasion. The Adviser fees are not reduced by reason of receipt of research services. Most of the
brokerage commissions for research are for investment research on specific companies or industries. And, because the Adviser will
follow a limited number of securities most of the commission dollars spent on research will directly benefit clients and the Fund’s
investors.
Counterparty Risk
The Adviser monitors the creditworthiness of counterparties to the Fund’s transactions and intends to enter into a transaction only
when it believes that the counterparty presents minimal and appropriate credit risks.
Transactions through Affiliates
The Adviser may effect brokerage transactions through affiliates of the Adviser (or affiliates of those persons) pursuant to
procedures adopted by the Fund.
Other Accounts of the Adviser
Investment decisions for the Fund are made independently from those for any other account or investment company that is or may
in the future become advised by the Adviser or its affiliates. Investment decisions are the product of many factors, including basic
suitability for the particular client involved. Likewise, a particular security may be bought or sold for certain clients even though it
could have been bought or sold for other clients at the same time. Likewise, a particular security may be bought for one or more clients
when one or more clients are selling the security. In some instances, one client may sell a particular security to another client. In
addition, two or more clients may simultaneously purchase or sell the same security, in which event, each day’s transactions in such
security are, insofar as is possible, averaged as to price and allocated between such clients in a manner which, in the Adviser’s opinion,
is in the best interest of the affected accounts and is equitable to each and in accordance with the amount being purchased or sold by
each. There may be circumstances when purchases or sales of a portfolio security for one client could have an adverse effect on another
client that has a position in that security. In addition, when purchases or sales of the same security for the Fund and other client accounts
managed by the Adviser occurs contemporaneously, the purchase or sale orders may be aggregated to obtain any price advantages
available to large denomination purchases or sales.
PROXY VOTING POLICY AND PROXY VOTING RECORD
The Board has adopted Proxy Voting Policies and Procedures (the “Policies”) on behalf of the Fund which delegate the
responsibility for voting proxies to the Adviser, subject to the Board’s continuing oversight. The Policies require that the Adviser vote
proxies received in a manner consistent with the best interests of the Fund and its Shareholders. The Policies also require the Adviser to
present to the Board, at least annually, the Adviser’s Proxy Policies (as defined below) and a record of each proxy voted by the Adviser
on behalf of the Fund, including a report on the resolution of all proxies identified by the Adviser as involving a conflict of interest. The
Adviser has also adopted the following Proxy Voting Policies and Procedures (“Adviser’s Proxy Policies”).
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In its role as investment adviser to the Fund, the Adviser has adopted those proxy voting policies adopted by the Fund. To the
extent that the Fund’s policies do not cover potential voting issues with respect to proxies received by the Fund, the Fund has delegated
to the Adviser the authority to act on its behalf to promote the Fund’s investment objective, subject to the provisions of the Fund’s
policies regarding resolution of a conflict of interest with respect to the Adviser.
The Adviser will vote proxies in the best interests of the Fund. The Adviser will generally vote in favor of routine corporate
housekeeping proposals such as the election of directors and the selection of auditors, absent conflicts of interest (e.g., an auditor’s
provision of non-audit services). The Adviser will generally vote against proposals that cause board members to become entrenched or
cause unequal voting rights. In reviewing proposals, the Adviser may also consider the opinion of management, the effect on
management, the effect on Shareholder value and the issuer’s business practices.
The Adviser recognizes that under certain circumstances it may have a conflict of interest in voting proxies on behalf of the Fund.
A “conflict of interest,” means any circumstance when the Adviser (including officers, directors, agents and employees) knowingly
does business with, receives compensation from, or sits on the board of, a particular issuer or closely affiliated entity, and, therefore,
may appear to have a conflict of interest between its own interests and the interests of fund Shareholders in how proxies of that issuer
are voted. The Adviser has adopted the Fund’s procedures as they relate to the resolution of conflicts of interest with respect to voting
shares of the Fund.
The Fund will file a Form N-PX, with the Fund’s complete proxy voting record for the 12 months ended June 30, no later than
August 31st of each year. Form N-PX for the Fund will be available without charge, upon request, by calling toll-free (855) 751-4324
and on the SEC’s website at www.sec.gov.
TAXATION
The tax information set forth in the Prospectus and the information in this section relates solely to Federal income tax law and
assumes that the Fund qualifies as a RIC (as discussed below). Such information is only a summary of certain key Federal income tax
considerations affecting the Fund and its Shareholders and is in addition to the information provided in the Prospectus. No attempt has
been made to present a complete explanation of the Federal tax treatment of the Fund or the tax implications to Shareholders. The
discussions here and in the Prospectus are not intended as substitutes for careful tax planning.
This “Taxation” section is subject to the qualifications set forth in the Prospectus under the heading “Tax Aspects” is based on the
Internal Revenue Code of 1986, as amended (the “Code”) and applicable regulations in effect on the date of the Prospectus. Future
legislative or administrative changes or court decisions may significantly change the tax rules applicable to the Fund and its
Shareholders. Any of these changes or court decisions may have a retroactive effect.
All investors should consult their own tax advisors as to the Federal, state, local and foreign tax consequences of an investment in
the Fund.
Qualification as a RIC
The Fund intends, for each tax year, to qualify as a “regulated investment company” under the Code.
Federal Income Tax Consequences of Qualification
As a RIC, the Fund will generally not be subject to Federal income tax on the portion of its investment company taxable income
(that is, taxable interest, dividends, net short-term capital gains and other taxable ordinary income, net of expenses) and net capital gain
(that is, the excess of net long-term capital gains over net short-term capital losses) that it distributes to Shareholders. To be subject to
tax as a RIC, generally the Fund must satisfy the following requirements:
•

The Fund must distribute an amount at least equal to the sum of 90% of its investment company taxable income,
determined without regard to any deduction for dividends paid, and 90% of its net tax-exempt interest, if any, each tax
year (certain distributions made by the Fund after the close of its tax year are considered distributions attributable to
the previous tax year for purposes of satisfying this requirement (“Distribution Requirement”)).
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•

The Fund must derive at least 90% of its gross income each tax year from dividends, interest, payments with respect
to securities loans and gains from the sale or other disposition of securities, or other income (including gains from
options and futures contracts) derived from its business of investing in securities and net income derived from
interests in qualified publicly traded partnerships.

•

The Fund must satisfy the following asset diversification test at the close of each quarter of the Fund’s tax year: (1) at
least 50% of the value of the Fund’s assets must consist of cash, cash items, U.S. Government securities, securities of
other RICs and securities of other issuers (as to which the Fund has not invested more than 5% of the value of the
Fund’s total assets in securities of an issuer and as to which the Fund does not hold more than 10% of the outstanding
voting securities of the issuer); and (2) no more than 25% of the value of the Fund’s total assets may be invested in the
securities (other than U.S. Government securities and securities of other RICs) of any one issuer, or in two or more
issuers which the Fund controls and which are engaged in the same or similar trades or businesses or in the securities
of one or more qualified publicly traded partnerships.

While the Fund presently intends to make cash distributions (including distributions reinvested in Fund shares) for each tax year in
an aggregate amount sufficient to satisfy the Distribution Requirement and eliminate Federal income tax, the Fund may use
“equalization accounting” (in lieu of making some or all cash distributions) for those purposes. To the extent that the Fund uses
equalization accounting it will allocate a portion of its undistributed investment company taxable income and net capital gain to
repurchases of Fund shares and will correspondingly reduce the amount of such income and gain that it distributes in cash. If the IRS
determines that the Fund’s allocation is improper and that the Fund has under-distributed its income and gain for any tax year, the Fund
may be liable for Federal income and/or excise tax, and, if the Distribution Requirement has not been met, may also be unable to
continue to qualify for treatment as a RIC (see discussion below on what happens if the Fund fails to qualify for that treatment).
Failure to Qualify
If for any tax year the Fund does not qualify as a RIC, all of its taxable income (including its net capital gain) will be subject to tax
at regular corporate rates without any deduction for dividends paid to Shareholders, and the dividends will generally be taxable to the
Shareholders as ordinary income to the extent of the Fund’s current and accumulated earnings and profits. In addition, the Fund could
be required to recognize unrealized gains, pay taxes and make distributions (any of which could be subject to interest charges) before
re-qualifying for taxation as a RIC. If the Fund fails to satisfy either the income test or asset diversification test described above, in
certain cases, however, the Fund may be able to avoid losing its status as a RIC by timely providing notice of such failure to the IRS,
curing such failure and possibly paying an additional tax or penalty.
Failure to qualify as a RIC would thus have a negative impact on the Fund’s income and performance. It is possible that the Fund
will not qualify as a RIC in any given tax year.
Fund Distributions
The Fund anticipates distributing substantially all of its investment company taxable income and net tax-exempt interest (if any)
for each tax year. Distributions paid to you out of such income generally would be characterized as ordinary income. A portion of these
distributions may qualify for the dividends-received deduction when paid to certain corporate Shareholders to the extent of dividends
received by the Fund from U.S. corporations, provided that certain holding period and other requirements are met.
A portion of the Fund’s distributions paid to individuals may be treated as “qualified dividend income,” which is subject to a
reduced maximum Federal income tax rate. A properly reported distribution is treated as qualified dividend income to the extent that the
Fund receives dividend income from taxable domestic corporations and certain qualified foreign corporations, provided that holding
period and other requirements are met by the Fund and the Shareholder. To the extent the Fund’s distributions are attributable to other
sources, such as interest or capital gains, such distributions are not treated as qualified dividend income.
Given the Fund’s investment strategies, it is not expected that a significant portion of the Fund’s dividends will be eligible to be
designated as qualified dividend income or the dividends-received deduction.
An additional 3.8% Medicare tax is imposed on certain net investment income (including ordinary dividends and capital gain
distributions received from the Fund and net gains from repurchases or other taxable dispositions of Fund shares) of U.S. individuals,
estates and trusts to the extent that such person’s “modified adjusted gross income” (in the case of an individual) or “adjusted gross
income” (in the case of an estate or trust) exceeds certain threshold amounts.
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The Fund anticipates distributing substantially all of its net capital gain for each tax year. These distributions generally are made
only once a year, usually in November or December, but the Fund may make additional distributions of net capital gain at any time
during the year. These distributions to you generally would be characterized as long-term capital gain, regardless of how long you have
held shares. These distributions do not qualify for the dividends-received deduction.
The Fund intends to operate, each year, using a fiscal and taxable year ending January 31.
Distributions by the Fund that do not constitute ordinary income dividends, qualified dividend income or capital gain dividends
generally will be treated as a return of capital. Return of capital distributions reduce your tax basis in the shares and are treated as gain
from the sale of the shares to the extent your basis would be reduced below zero.
All distributions by the Fund will be treated in the manner described above regardless of whether the distribution is paid in cash or
reinvested in additional shares of the Fund (or of another fund). If you receive distributions in the form of additional shares, you will be
treated as receiving a distribution in an amount equal to the amount of cash that could have been received instead of shares.
You may purchase shares with a NAV at the time of purchase that reflects undistributed net investment income or recognized
capital gain, or unrealized appreciation in the value of the assets of the Fund. Distributions of these amounts are taxable to you in the
manner described above, although the distribution economically constitutes a return of capital to you.
Ordinarily, you are required to take distributions by the Fund into account in the year in which they are made. A distribution
declared in October, November or December of any calendar year and payable to Shareholders of record on a specified date in those
months, however, is deemed to be paid by the Fund and received by you on December 31 of that calendar year if the distribution is
actually paid in January of the following year.
The Fund will send you information annually as to the Federal income tax consequences of distributions made (or deemed made)
during the year.
The Fund will be treated as a “publicly offered regulated investment company” (within the meaning of Section 67 of the Code) if
either (i) shares of the Fund are held by at least 500 persons at all times during a taxable year, (ii) shares of the Fund are treated as
regularly traded on an established securities market or (iii) shares of the Fund are continuously offered pursuant to a public offering
(within the meaning of section 4 of the 1933 Act). If the Fund is not treated as a publicly offered RIC for any calendar year, for
purposes of computing the taxable income of U.S. Shareholders that are individuals, trusts or estates, (i) the Fund’s earnings will be
computed without taking into account such U.S. Shareholders’ allocable shares of the management fees paid to the Fund’s investment
adviser and certain of the Fund’s other expenses, (ii) each such U.S. Shareholder will be treated as having received or accrued a
dividend from the Fund in the amount of such U.S. Shareholder’s allocable share of these fees and expenses for the calendar year,
(iii) each such U.S. Shareholder will be treated as having paid or incurred such U.S. Shareholder’s allocable share of these fees and
expenses for the calendar year and (iv) each such U.S. Shareholder’s allocable share of these fees and expenses will be treated as
miscellaneous itemized deductions by such U.S. Shareholder. Miscellaneous itemized deductions are not deductible for taxable years
that begin after December 31, 2017, and before January 1, 2026, and thereafter generally (i) will be deductible only to the extent that
they exceed 2% of the adjusted gross income of the taxpayer, (ii) will not be deductible for purposes of the alternative minimum tax and
(iii) will be subject to the overall limitation on itemized deductions under Section 68 of the Code.
Certain Tax Rules Applicable to Fund Transactions
For Federal income tax purposes, when put and call options purchased by the Fund expire unexercised, the premiums paid by the
Fund give rise to short- or long-term capital losses at the time of expiration (depending on the length of the respective exercise periods
for the options). When put and call options written by the Fund expire unexercised, the premiums received by the Fund give rise to
short-term capital gains at the time of expiration. When the Fund exercises a call, the purchase price of the underlying security is
increased by the amount of the premium paid by the Fund. When the Fund exercises a put, the proceeds from the sale of the underlying
security are decreased by the premium paid. When a put or call written by the Fund is exercised, the purchase price (selling price in the
case of a call) of the underlying security is decreased (increased in the case of a call) for tax purposes by the premium received.
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Some of the debt securities that may be acquired by the Fund may be treated as debt securities that are issued with original issue
discount (“OID”). Generally, the amount of the OID is treated as interest income and is included in income over the term of the debt
security, even though payment of that amount is not received until a later time, usually when the debt security matures. Additionally,
some of the debt securities that may be acquired by the Fund in the secondary market may be treated as having market discount.
Generally, any gain recognized on the disposition of, and any partial payment of principal on, a debt security having market discount is
treated as ordinary income to the extent the gain, or principal payment, does not exceed the “accrued market discount” on such debt
security. The Fund may make one or more of the elections applicable to debt securities having market discount, which could affect the
character and timing of recognition of income. The Fund generally will be required to distribute dividends to Shareholders representing
discount on debt securities that is currently includable in income, even though cash representing such income may not have been
received by the Fund. Cash to pay such dividends may be obtained from sales proceeds of securities held by the Fund.
The Fund may invest a portion of its net assets in below investment grade instruments. Investments in these types of instruments
may present special tax issues for the Fund. U.S. federal income tax rules are not entirely clear about issues such as when the Fund may
cease accruing interest, OID or market discount, when and to what extent deductions may be taken for bad debts or worthless
instruments, how payments received on obligations in default should be allocated between principal and income and whether exchanges
of debt obligations in a bankruptcy or workout context are taxable. These and other issues will be addressed by the Fund to the extent
necessary to seek to ensure that it distributes sufficient income that it does not become subject to U.S. federal income or excise tax.
Certain listed options, regulated futures contracts and forward currency contracts are considered “Section 1256 contracts” for
Federal income tax purposes. Section 1256 contracts held by the Fund at the end of each tax year are “marked to market” and treated for
Federal income tax purposes as though sold for fair market value on the last business day of the tax year. Gains or losses realized by the
Fund on Section 1256 contracts generally are considered 60% long-term and 40% short-term capital gains or losses. The Fund can elect
to exempt its Section 1256 contracts that are part of a “mixed straddle” (as described below) from the application of Section 1256 of the
Code.
Any option, futures contract or other position entered into or held by the Fund in conjunction with any other position held by the
Fund may constitute a “straddle” for Federal income tax purposes. A straddle of which at least one, but not all, the positions are
Section 1256 contracts, may constitute a “mixed straddle.” In general, straddles are subject to certain rules that may affect the character
and timing of the Fund’s gains and losses with respect to straddle positions by requiring, among other things, that: (1) the loss realized
on disposition of one position of a straddle may not be recognized to the extent that the Fund has unrealized gains with respect to the
other position in such straddle; (2) the Fund’s holding period in straddle positions being suspended while the straddle exists (possibly
resulting in a gain being treated as short-term capital gain rather than long-term capital gain); (3) the losses recognized with respect to
certain straddle positions which are part of a mixed straddle and which are non-Section 1256 contracts being treated as 60% long-term
and 40% short-term capital loss; (4) losses recognized with respect to certain straddle positions which would otherwise constitute shortterm capital losses be treated as long-term capital losses; and (5) the deduction of interest and carrying charges attributable to certain
straddle positions may be deferred. Various elections are available to the Fund, which may mitigate the effects of the straddle rules,
particularly with respect to mixed straddles. In general, the straddle rules described above do not apply to any straddles held by the
Fund if all of the offsetting positions consist of Section 1256 contracts.
Under the Code, gains or losses attributable to fluctuations in exchange rates which occur between the time the Fund accrues
interest or other receivables or accrues expenses or other liabilities denominated in a foreign currency and the time the Fund actually
collects such receivables or pays such liabilities are treated as ordinary income or ordinary loss. Similarly, gains or losses from the
disposition of foreign currencies, from the disposition of debt securities denominated in a foreign currency or from the disposition of a
forward contract, futures contract or similar financial instrument denominated in a foreign currency which are attributable to
fluctuations in the value of the foreign currency between the date of acquisition of the asset and the date of disposition also are treated
as ordinary income or loss. These gains or losses, referred to under the Code as “Section 988” gains or losses, increase or decrease the
amount of the Fund’s investment company taxable income available to be distributed to its Shareholders as ordinary income, rather than
increasing or decreasing the amount of the Fund’s net capital gain.
The Fund may invest in shares of foreign corporations (including equity interests in certain CLOs) which may be treated as
passive foreign investment companies (“PFICs”) under the Code. In general, a foreign corporation is treated as a PFIC if at least
one-half of its assets constitute investment-type assets or 75% or more of its gross income is investment-type income. If the Fund
receives a so-called “excess distribution” with respect to PFIC stock, the Fund itself may be subject to a tax on a portion of the excess
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distribution, whether or not the corresponding income is distributed by the Fund to Shareholders. In general, under the PFIC rules, an
excess distribution is treated as having been realized ratably over the period during which the Fund held the PFIC shares. The Fund
itself will be subject to tax on the portion, if any, of an excess distribution that is so allocated to prior Fund tax years and an interest
factor will be added to the tax, as if the tax had been payable in such prior tax years. Certain distributions from a PFIC as well as gain
from the sale of PFIC shares are treated as excess distributions. Excess distributions are characterized as ordinary income even though,
absent application of the PFIC rules, certain excess distributions might have been characterized as capital gain.
The Fund may be eligible to elect alternative tax treatment with respect to PFIC shares. Under an election that currently is
available in some circumstances, the Fund generally would be required to include in its gross income its share of the earnings of a PFIC
on a current basis, regardless of whether distributions are received from the PFIC in a given tax year. If this election were made, the
special rules, discussed above, relating to the taxation of excess distributions, would not apply.
Alternatively, the Fund may elect to mark-to-market its PFIC shares at the end of each taxable year, with the result that unrealized
gains would be treated as though they were realized and reported as ordinary income. Any mark-to-market losses would be deductible
as ordinary losses to the extent of any net mark-to-market gains included in income in prior tax years.
Because the application of the PFIC rules may affect, among other things, the character of gains, the amount of gain or loss and
the timing of the recognition of income with respect to PFIC shares, as well as subject the Fund itself to tax on certain income from
PFIC shares, the amount that must be distributed to Shareholders, and which will be taxed to Shareholders as ordinary income or longterm capital gain, may be increased or decreased substantially as compared to a fund that did not invest in PFIC shares. The IRS
recently issued final regulations that generally treat the Fund’s income inclusion with respect to a PFIC with respect to which the Fund
has made a QEF election as Qualifying RIC Income either if (A) there is a current distribution out of the earnings and profits of the
PFIC that are attributable to such income inclusion or (ii) such inclusion is derived with respect to the Fund’s business of investing in
stock, securities or currencies.
If the Fund holds more than 10% of the interests treated as equity for U.S. federal income tax purposes in a foreign corporation
that is treated as a controlled foreign corporation (“CFC”) (including equity tranche investments and certain debt tranche investments in
a CLO treated as CFC), the Fund may be treated as receiving a deemed distribution (taxable as ordinary income) each tax year from
such foreign corporation in an amount equal to the Fund’s pro rata share of the corporation’s income for the tax year (including both
ordinary earnings and capital gains), whether or not the corporation makes an actual distribution during such year. In general, a foreign
corporation will be classified as a CFC if more than 50% of the shares of the corporation, measured by reference to combined voting
power or value, is owned (directly, indirectly or by attribution) by U.S. Shareholders. A “U.S. Shareholder,” for this purpose, is any
U.S. person that possesses (actually or constructively) 10% or more of the combined voting power or value of all classes of shares of a
corporation. If the Fund is treated as receiving a deemed distribution from a CFC, the Fund will be required to include such distribution
in the Fund’s investment company taxable income regardless of whether the Fund receives any actual distributions from such CFC, and
the Fund must distribute such income to satisfy the distribution requirements applicable to RICs. The IRS recently issued final
regulations that generally treat the Fund’s income inclusion with respect to a CFC as Qualifying RIC Income either if (A) there is a
distribution out of the earnings and profits of the CFC that are attributable to such income inclusion or (ii) such inclusion is derived with
respect to the Fund’s business of investing in stock, securities, or currencies.
The Fund might invest directly or indirectly in residual interests in real estate mortgage investment conduits (“REMICs”) or equity
interests in taxable mortgage pools (“TMPs”). Under a notice issued by the IRS in October 2006 and Treasury regulations that have not
yet been issued (but may apply with retroactive effect) a portion of the Fund’s income from a REMIC or a TMP, or from real estate
investment trust (“REIT”) that is attributable to the REIT’s residual interest in a REMIC or a TMP (referred to in the Code as an
“excess inclusion”), will be subject to Federal income tax in all events. This notice also provides, and the regulations are expected to
provide, that excess inclusion income of a RIC, such as the Fund, will generally be allocated to Shareholders of the RIC in proportion to
the dividends received by such Shareholders, with the same consequences as if the Shareholders held the related REMIC or TMP
residual interest directly.
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In general, excess inclusion income allocated to Shareholders (i) cannot be offset by net operating losses (subject to a limited
exception for certain thrift institutions) and (ii) will constitute unrelated business taxable income (“UBTI”) to entities (including a
qualified pension plan, an individual retirement account, a 401(k) plan, a Keogh plan or other tax-exempt entity) subject to tax on
UBTI, thereby potentially requiring such an entity that is allocated excess inclusion income, and otherwise might not be required to file
a tax return, to file a tax return and pay tax on such income. In addition, because the Code provides that excess inclusion income is
ineligible for treaty benefits, a RIC must withhold tax on excess inclusions attributable to its foreign Shareholders at a 30% rate of
withholding, regardless of any treaty benefits for which a Shareholder is otherwise eligible.
Federal Excise Tax
A 4% nondeductible excise tax is imposed on a RIC that fails to distribute in each calendar year an amount at least equal to the
sum of: (1) 98% of its ordinary taxable income (taking into account certain deferrals and elections) for the calendar year; (2) 98.2% of
its capital gain net income (adjusted for certain ordinary losses) for the one-year period ended on October 31 of the calendar year; and
(3) all ordinary taxable income and capital gains for previous years that were not distributed or taxed during such years and on which
the RIC did not incur any Federal income tax. The balance of the Fund’s income must be distributed during the next calendar year. The
Fund will be treated as having distributed any amount on which it is subject to income tax for any tax year ending in the calendar year.
The Fund intends to make sufficient distributions of its ordinary taxable income and capital gain net income prior to the end of
each calendar year to avoid liability for the excise tax. Investors should note, however, that the Fund might in certain circumstances be
required to liquidate portfolio investments to make sufficient distributions to avoid the imposition of any excise tax liability.
Sale, Exchange or Repurchase of Shares
In general, you will recognize gain or loss on the sale, exchange or repurchase of Fund shares (including in connection with a
termination of the Fund) in an amount equal to the difference between the proceeds of the sale, exchange or repurchase and your
adjusted tax basis in the shares. All or a portion of any loss so recognized may be disallowed if you purchase (for example, by
reinvesting dividends) shares of the Fund within 30 days before or after the sale, exchange or repurchase (a “wash sale”). If disallowed,
the loss will be reflected in an upward adjustment to the basis of the shares purchased. In general, any gain or loss arising from the sale,
exchange or repurchase of Fund shares will be considered capital gain or loss and will be long-term capital gain or loss if the shares
were held for longer than one year. Any capital loss arising from the sale, exchange or repurchase of shares held for six months or less,
however, will be treated as a long-term capital loss to the extent of the amount of distributions of net capital gain received on such
shares. In determining the holding period of such shares for this purpose, any period during which your risk of loss is offset by means of
options, short sales or similar transactions is not counted. Capital losses in any tax year are deductible only to the extent of capital gains
plus, in the case of a non-corporate taxpayer, $3,000 of ordinary income.
The repurchase or transfer of shares may result in a taxable gain or loss to a tendering Shareholder. Different tax consequences
may apply for tendering and non-tendering Shareholders in connection with a repurchase offer. For example, if a Shareholder does not
tender all of his or her shares (including shares deemed owned by Shareholders under constructive ownership rules) or does not meet
certain other requirements, such repurchase may not be treated as a sale or exchange for U.S. federal income tax purposes (and instead
would be treated as a dividend to the extent of the Fund’s earnings and profits), and may result in deemed distributions to non-tendering
Shareholders. On the other hand, Shareholders holding shares as capital assets who tender all of their shares (including shares deemed
owned by Shareholders under constructive ownership rules) or meet certain other requirements will be treated as having sold their
shares and generally will recognize capital gain or loss. The amount of the gain or loss will be equal to the difference between the
amount received for the shares and the Shareholder’s adjusted tax basis in the relevant shares. Such gain or loss generally will be a
long-term capital gain or loss if the Shareholder has held such shares as capital assets for more than one year. Otherwise, the gain or
loss will be treated as short-term capital gain or loss.
The Fund (or its administrative agent) is required to report to the IRS and furnish to Shareholders the cost basis information for
sale transactions of shares. Shareholders should consult with their tax advisors to determine the best cost basis method for their tax
situation. Shareholders that hold their shares through a financial intermediary should contact such financial intermediary with respect to
reporting of cost basis and available elections for their accounts.
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Backup Withholding
The Fund will be required in certain cases to withhold and remit to the U.S. Treasury “backup withholding” on taxable
distributions and the proceeds of repurchases of shares paid to you if you: (1) have failed to provide your correct taxpayer identification
number; (2) are otherwise subject to backup withholding by the IRS for failure to report the receipt of interest or dividend income
properly; or (3) have failed to certify to the Fund that you are not subject to backup withholding or that you are a C corporation or other
“exempt recipient.” Backup withholding is not an additional tax; rather any amounts so withheld may be credited against your Federal
income tax liability or refunded if proper documentation is provided.
State and Local Taxes
The tax rules of the various states of the U.S. and their local jurisdictions with respect to an investment in the Fund can differ from
the Federal income taxation rules described above. These state and local rules are not discussed herein. You are urged to consult your
tax advisor as to the consequences of state and local tax rules with respect to an investment in the Fund.
Foreign Income Tax
Investment income received by the Fund from sources within foreign countries as well as gains or the proceeds from the sale or
other disposition of foreign securities may be subject to foreign income taxes withheld at the source. The United States has entered into
tax treaties with many foreign countries that may entitle the Fund to a reduced rate of such taxes or exemption from taxes on such
income. It is impossible to know the effective rate of foreign tax in advance since the amount of the Fund’s assets to be invested within
various countries cannot be determined. If more than 50% of the value of the Fund’s total assets at the close of its tax year consists of
stocks or securities of foreign corporations, the Fund will be eligible and intends to file an election with the IRS to pass through to its
Shareholders the amount of foreign taxes paid by the Fund subject to certain exceptions. However, there can be no assurance that the
Fund will be able to do so. Pursuant to this election, you will be required to: (1) include in gross income (in addition to taxable
dividends actually received) your pro rata share of foreign taxes paid by the Fund; (2) treat your pro rata share of such foreign taxes as
having been paid by you and (3) either deduct such pro rata share of foreign taxes in computing your taxable income or treat such
foreign taxes as a credit against Federal income taxes. You may be subject to rules which limit or reduce your ability to fully deduct, or
claim a credit for, your pro rata share of the foreign taxes paid by the Fund.
Foreign Shareholders
The foregoing discussion relates only to U.S. Federal income tax law as applicable to U.S. persons (i.e., U.S. citizens and residents
and U.S. domestic corporations, trusts and estates). Shareholders who are not U.S. persons (“foreign Shareholders”) should consult their
tax advisers regarding U.S. and foreign tax consequences of ownership of shares of the Fund including the likelihood that taxable
distributions to them would be subject to withholding of U.S. tax at a rate of 30% (or a lower treaty rate for eligible investors). An
investment in the Fund may also be included in determining a foreign Shareholder’s U.S. estate tax liability.
Properly designated dividends received by a foreign Shareholder from a RIC are generally exempt from U.S. Federal withholding
tax when they (i) were paid in respect of the RIC’s “qualified net interest income” (generally, the RIC’s U.S. source interest income,
reduced by expenses that are allocable to such income), or (ii) are paid in connection with the RIC’s “qualified short-term capital
gains” (generally, the excess of the RIC’s net short-term capital gain over the RIC’s long-term capital loss for such taxable year). There
can be no assurance that the Fund may designate all, some or none of the Fund’s potentially eligible dividends as derived from such
qualified net interest income or as qualified short-term capital gains, and a portion of the Fund’s distributions (e.g., interest from
non-U.S. sources or any foreign currency gains) would be ineligible for this potential exemption from withholding. Furthermore, in the
case of Fund shares held through an intermediary, the intermediary may have withheld U.S. Federal income tax, even if the Fund
designated all or a portion of such potentially eligible dividends as having been derived from qualified net interest or income or from
qualified short-term capital gains.
Withholding of U.S. tax (at a 30% rate) is required on payments of taxable dividends made to certain non-U.S. entities that fail to
comply (or be deemed compliant) with extensive reporting and withholding requirements designed to inform the U.S. Department of the
Treasury of U.S.-owned foreign investment accounts. The information required to be reported includes the identity and taxpayer
identification number of each account holder and transaction activity within the holder’s account. Shareholders may be requested to
provide additional information to the Fund to enable the Fund to determine whether withholding is required.
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CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES
A “principal shareholder” is any person who owns of record or beneficially 5% or more of any class of the outstanding Fund.
Shareholders holding greater than 25% interest in the Fund may be deemed to be a “control person” of the Fund for purposes of the
1940 Act. As of the date of this SAI, there were no control persons or principal Shareholders of the Fund.
OTHER SERVICE PROVIDERS
Administrator, Accounting Agent, and Transfer Agent
U.S. Bancorp Fund Services, LLC, doing business as U.S. Bank Global Fund Services (“Fund Services”), 615 East Michigan
Street, Milwaukee, Wisconsin 53202, acts as administrator, accounting agent and transfer agent to the Fund pursuant to respective
agreements. Fund Services provides certain administrative services to the Fund, including, among other responsibilities, coordinating
the negotiation of contracts and fees with, and the monitoring of performance and billing of, the Fund’s independent contractors and
agents; preparation for signature by an officer of the Fund of all documents required to be filed for compliance by the Fund with
applicable laws and regulations excluding those of the securities laws of various states; arranging for the computation of performance
data, including NAV and yield; responding to Shareholder inquiries and arranging for the maintenance of books and records of the
Fund, and providing, at its own expense, office facilities, equipment and personnel necessary to carry out its duties. In this capacity,
Fund Services does not have any responsibility or authority for the management of the Fund, the determination of investment policy or
for any matter pertaining to the distribution of Fund shares.
Pursuant to the Fund’s administration agreements with Fund Services, Fund Services will receive fees from the Fund for services
performed as administrator, transfer agent and fund accountant. Fund Services expects to receive a fee based on the average daily net
assets of the Fund, subject to an annual minimum amount.
The Fund paid no administration and fund accounting fees to Fund Services as of the date of this SAI because the Fund had not
yet commenced investment operations.
Custodian
U.S. Bank National Association (“U.S. Bank”) is the custodian for the Fund and safeguards and controls the Fund’s cash and
securities, determines income and collects interest on Fund investments. U.S. Bank’s address is 1555 North Rivercenter Drive, Suite
302, Milwaukee, Wisconsin 53212. The custodian does not participate in decisions relating to the purchase and sale of securities by the
Fund. Fund Services and U.S. Bank are affiliated entities under the common control of U.S. Bancorp.
Independent Registered Public Accounting Firm
Cohen & Company, Ltd., 1350 Euclid Avenue, Suite 800, Cleveland, OH 44115 (the “Auditor”), has been selected as the
independent registered public accounting firm for the Fund. The Auditor will perform an annual audit of the Fund’s financial statements
and will provide financial, tax and accounting services as requested.
Legal Counsel
Dechert LLP, 1900 K Street NW, Washington, DC 20006, serves as legal counsel to the Fund.
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OTHER MATTERS
Code of Ethics
The Fund and the Adviser have each adopted a code of ethics under Rule 17j-1 of the 1940 Act, which are designed to eliminate
conflicts of interest between the Fund and personnel of the Fund and the Adviser. The codes permit such personnel to invest in
securities, including securities that may be purchased or held by the Fund, subject to certain limitations.
Registration Statement
This SAI and the Prospectus do not contain all the information included in the Fund’s registration statement filed with the SEC
under the 1933 Act with respect to the securities offered hereby. The registration statement, including the exhibits filed therewith, are
available on the SEC’s website at www.sec.gov or may be examined at the office of the SEC in Washington, D.C.
Statements contained herein and in the Prospectus as to the contents of any contract or other documents are not necessarily
complete, and, in each instance, are qualified by, reference to the copy of such contract or other documents filed as exhibits to the
registration statement.
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Angel Oak Financial Strategies Income Term Trust
STATEMENT OF ASSETS AND LIABILITIES
April 1, 2019
Angel Oak
Financial
Strategies
Income
Term Trust
Assets:
Cash
Total Assets
Liabilities:
Total Liabilities
Net Assets:
Net Assets Consist of: Paid in Capital
Shares of common stock outstanding
Net asset value and offering price per share

$ 100,000
$ 100,000
—
—
$ 100,000
$ 100,000
5,000
$
20.00

The accompanying notes are an integral part of this financial statement.
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Angel Oak Financial Strategies Income Term Trust
NOTES TO FINANCIAL STATEMENT
April 1, 2019
1.

Organization
Angel Oak Financial Strategies Income Term Trust (the “Fund”), a Delaware statutory trust organized on June 14, 2018, is a
non-diversified, closed-end management investment company, as defined in the Investment Company Act of 1940 (the “1940
Act”), as amended. The investment objective of the Fund is to seek current income with a secondary objective of total return.
There are an unlimited number of authorized shares of beneficial interest with a par value of $0.001 per share. As of April 1, 2019,
the Fund has had no operations other than those actions relating to organizational and registration matters, including the sale and
issuance to Angel Oak Capital Advisors, LLC (the “Adviser”) of 5,000 shares at an aggregate purchase price of $100,000. The
proceeds of the 5,000 shares were held in cash.
The Fund will terminate on or before May 29, 2031 (the “Termination Date”); provided, that if the Board of Trustees (“Board”)
believes that, under then-current market conditions, it is in the best interests of the Fund to do so, the Fund may extend the
Termination Date: (i) once for up to one year (i.e., up to May 29, 2032), and (ii) once for up to an additional six months (i.e., up to
November 29, 2032), in each case upon the affirmative vote of a majority of the Board and without Shareholder approval. In
addition, as of a date within twelve months preceding the Termination Date, the Board may cause the Fund to conduct a tender
offer to all Shareholders to purchase shares of the Fund at a price equal to the net asset value per Share on the expiration date of
the tender offer.

2.

Summary of Significant Accounting Policies
The following is a summary of significant accounting policies consistently followed by the Fund in the preparation of its financial
statement in accordance with the accounting principles generally accepted in the United States of America (“GAAP”). The Fund
follows the investment company accounting and reporting guidance of the Financial Accounting Standards Board (“FASB”)
Accounting Codification Topic 946 “Financial Services-Investment Companies”.
(a)

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements, as well as the reported amounts of revenues and expenses during the period. Actual results could differ from those
estimates.
(b) Indemnifications
Under the Fund’s organizational documents, the Fund will indemnify its officers and trustees for certain liabilities that may arise
from performance of their duties to the Fund. Additionally, in the normal course of business, the Fund enters into contracts that
contain a variety of representatives and warranties which provide general indemnifications. The Fund’s maximum exposure under
these arrangements is unknown, as this would involve future claims that may be made against the Fund that have not yet occurred.
(c) Federal Income Taxes
The Fund intends to elect and continuously qualify as a “regulated investment company” under Subchapter M of the Internal
Revenue Code of 1986, as amended. If so qualified, the Fund generally will not be subject to federal income tax to the extent it
distributes substantially all of its net investment income and capital gains to shareholders. The Fund generally intends to operate in
a manner such that it will not be liable for federal income or excise taxes. The Fund has adopted financial reporting rules regarding
recognition and measurement of tax positions taken or expected to be taken on a tax return. The Fund recognizes interest and
penalties, if any, related to unrecognized tax benefits as income tax expense. As of April 1, 2019, the Fund did not incur any
interest or penalties.
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Agreements
(a)

Investment Advisory Agreement

The Fund has entered into an Investment Advisory Agreement (the “Agreement”) with the Adviser. The Adviser’s primary place
of business is at One Buckhead Plaza, 3060 Peachtree Rd. NW, Suite 500, Atlanta, Georgia 30305. Pursuant to the Agreement,
and in consideration of the advisory services provided by the Adviser to the Fund, the Adviser is entitled to a management fee.
The management fee is calculated and payable monthly in arrears at the annual rate of 1.35% of the average daily value of the
Fund’s Managed Assets (total assets of the Fund, including assets attributable to leverage, minus liabilities).
The Fund may seek to enhance the level of its current distributions to its shareholders through the use of leverage to the extent
permitted by the 1940 Act. Initially, the Fund expects to use leverage through borrowings from certain financial institutions or the
use of reverse repurchase agreements. The Fund is permitted to obtain leverage in an aggregate amount up to 40% of the Fund’s
Managed Assets immediately after giving effect to the leverage.
The Adviser has contractually agreed to waive or limit its fees and to assume other expenses of the Fund so that the total annual
fund operating expenses of the Fund do not exceed 0.25% of the Fund’s average daily gross assets through May 31, 2020. The
operating expense limitation does not apply to management fees, taxes, interest on borrowings, dividends on securities sold short,
brokerage commissions, acquired fund fees and expenses, expense incurred in connection with any merger or reorganization and
extraordinary expenses. The contractual arrangement may only be changed or eliminated by the Board upon 60 days’ written
notice to the Adviser. The Adviser may recoup from the Fund any waived amount or reimbursed expenses pursuant to this
agreement if such recoupment does not cause the Fund to exceed the current expense limit or the expense limit in place at the time
of the waiver or reimbursement (whichever is lower) and the recoupment is made within 36 months following the month in which
the waiver and/or reimbursement occurred.
(b)

Administrator, Custodian and Transfer Agent

The custodian to the Fund is U.S. Bank, N.A., located at 1555 North Rivercenter Drive, Suite 302, Milwaukee, WI 53212. The
administrator and transfer agent to the Fund is U.S. Bancorp Fund Services, LLC, doing business as U.S. Bank Global Fund
Services, an affiliate of U.S. Bank, N.A., located at 615 East Michigan Street, Milwaukee, WI 53202.
4.

Organizational and Offering Costs
Organizational costs consist of costs incurred to establish the Fund and enable it legally to do business. Offering costs include state
registration fees and legal fees regarding the preparation of the initial registration statement. These organization and offering
expenses were paid by the Adviser and will not be subject to reimbursement by the Fund.

5.

Related Parties
At April 1, 2019, the officers and certain trustees of the Fund were also employees of the Adviser.

6.

Beneficial Ownership
The beneficial ownership, either directly or indirectly, of 25% or more of the voting securities of a fund creates a presumption of
control of such fund, under Section 2(a)(9) of the 1940 Act. At April 1, 2019, the Adviser owned, as record shareholder, 100% of
the outstanding shares of the Fund.

7.

Subsequent Events
Management has evaluated subsequent events through the date the statement of assets and liabilities was issued and has
determined that there are no material events that would require adjustment to disclosure in the Fund’s financial statement through
this date.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholder and Board of Trustees of
Angel Oak Financial Strategies Income Term Trust
Opinion on the Financial Statement
We have audited the accompanying statement of assets and liabilities of Angel Oak Financial Strategies Income Term Trust (the
“Fund”) as of April 1, 2019, including the related notes (collectively referred to as the “financial statement”). In our opinion, the
financial statement presents fairly, in all material respects, the financial position of the Fund as of April 1, 2019, in conformity with
accounting principles generally accepted in the United States of America.
Basis for Opinion
This financial statement is the responsibility of the Fund’s management. Our responsibility is to express an opinion on the Fund’s
financial statement based on our audit. We are a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (“PCAOB”) and are required to be independent with respect to the Fund in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statement is free of material misstatement, whether due to error or fraud.
Our audit included performing procedures to assess the risks of material misstatement of the financial statement, whether due to error or
fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding
the amounts and disclosures in the financial statement. Our procedures included confirmation of cash owned as of April 1, 2019, by
correspondence with the custodian. Our audit also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statement. We believe that our audit provides a reasonable
basis for our opinion.
We have served as the auditor for one or more investment companies advised by Angel Oak Capital Advisors, LLC since 2011.

COHEN & COMPANY, LTD.
Cleveland, Ohio
April 29, 2019
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