SUPPLEMENT
(to Prospectus and Statement of Additional
Information, each dated January 28, 2025)

Octagon XAI CLO Income Fund

This supplement amends certain information in the Prospectus and Statement of Additional Information (“SAI”), each dated January 28, 2025, as
amended, of Octagon XAI CLO Income Fund (the “Fund”). Unless otherwise indicated, all other information included in the Prospectus and SAI, or
any previous supplements thereto, that is not inconsistent with the information set forth in this supplement, remains unchanged. Capitalized terms not
otherwise defined in this supplement have the same meaning as in the Prospectus and SAI, respectively.

Effective immediately the Fund will not impose an early withdrawal charge. All references to an early withdrawal charge are no longer
applicable and are hereby deleted from both the Prospectus and the SAI in their entirety.

Prospectus and SAI Supplement dated November 25, 2025

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE



OCTAGON XAI CLO INCOME FUND

Class A Shares (OCTAX)
Class I Shares (OCTIX)

Statement of Additional Information

Octagon XAI CLO Income Fund (the “Fund”) is a non-diversified, closed-end management investment
company that continuously offers its shares.

The Fund continuously offers two classes of common shares of beneficial interest (“Shares”): Class A
Shares and Class I Shares. The Fund has been granted exemptive relief (the “Exemptive Relief”) from the
Securities and Exchange Commission (the “SEC”) that permits the Fund to, among other things, (i) issue multiple
classes of shares; (ii) impose on certain of the classes a sales charge or an early withdrawal charge and schedule
waivers of such; and (iii) impose class specific annual asset-based distribution and/or shareholder service fees
on the assets of the various classes of shares to be used to pay for expenses incurred in fostering the distribution
and/or shareholder servicing of the shares of the particular class.

The investment objective of the Fund is to provide high income and total return. There can be no assurance
that the Fund will achieve its investment objective, and you could lose some or all of your investment.

This Statement of Additional Information (“SAI”) is not a Prospectus, but should be read in conjunction
with the Prospectus for the Fund dated January 28, 2025. Investors should obtain and read the Prospectus
prior to purchasing Shares. A copy of the Prospectus may be obtained, without charge, by calling the Fund at
855-XAI-NVST (855-924-6878).

Capitalized terms used but not defined herein have the meanings ascribed to them in the Prospectus.
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THE FUND

The Fund is a newly-organized, diversified, closed-end management investment company organized as a
statutory Fund under the laws of the State of Delaware.

INVESTMENT RESTRICTIONS

The Fund operates under the following restrictions that constitute fundamental policies that, except as
otherwise noted, cannot be changed without the affirmative vote of the holders of a majority of the outstanding
voting securities of the Fund voting together as a single class, which is defined by the 1940 Act as the lesser of
(1) 67% or more of the Fund’s voting securities present at a meeting, if the holders of more than 50% of the Fund’s
outstanding voting securities are present or represented by proxy; or (i) more than 50% of the Fund’s outstanding
voting securities. These restrictions provide that the Fund shall not:

(M

2

3)

“4)

®)

(6)

(7

Issue senior securities, as defined in the 1940 Act, except as permitted by the 1940 Act, the rules
and regulation 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.

Borrow money, except as permitted by the 1940 Act, the rules and regulation 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.

Act as underwriter of another issuer’s securities, except to the extent that the Fund may be deemed to
be an underwriter within the meaning of the Securities Act in connection with the purchase and sale
of portfolio securities.

Invest more than 25% of its total assets in securities of issuers in any one industry; provided, however,
that such limitation shall not apply to (i) securities issued or guaranteed by the U.S. Government or
its agencies or instrumentalities, (ii) securities issued by state and municipal governments or their
political subdivisions, agencies, authorities and instrumentalities (other than those securities backed
only by the assets and revenues of non-governmental users with respect to which the Fund will not
invest 25% or more of the value of the Fund’s total assets in securities backed by the same source

of revenue), and (iii) securities issued by other investment companies, which shall not constitute

any industry; provided further that the Fund will consider the underlying holdings of investment
companies in which it invests for purposes of its policy with respect to industry concentration.

Purchase or sell real estate, except 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.

Purchase or sell physical commodities unless acquired as a result of ownership of securities or other
instruments except to the extent that interests in instruments the Fund may invest in are considered
to be interests in commodities and this shall not prevent the Fund from purchasing or selling options,
futures contracts, swaps, or other derivative instruments or from investing in securities or other
instruments backed by physical commodities.

Make loans except, (i) to the extent that instruments in which the Fund may invest are considered
to be loans, (ii) through the loan of portfolio securities in accordance with the Fund’s investment
policies, or (iii) by engaging in repurchase agreement transactions or as otherwise permitted by the
1940 Act, the rules and regulation 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.
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With respect to investment restriction (1) and (2) above, Section 18(c) of the 1940 Act generally limits a
registered closed-end investment company to issuing one class of senior securities representing indebtedness and
one class of senior securities representing stock, except that the class of indebtedness or stock may be issued in
one or more series, and promissory notes or other evidences of indebtedness issued in consideration of any loan,
extension, or renewal thereof, made by a bank or other person and privately arranged, and not intended to be
publicly distributed, are not deemed a separate class of senior securities.

With respect to investment restriction (2) above, Section 18(a) of the 1940 Act generally prohibits a
registered closed-end fund from incurring borrowings if, immediately thereafter, the aggregate amount of its
borrowings exceeds 33'4% of its total assets.

With respect to investment restriction (4) above, the Sub-Adviser will, on behalf of the Fund, make
reasonable determinations as to the appropriate industry classification to assign to each instrument in which
the Fund invests, generally using industry classifications such as those provided by MSCI and Standard &
Poor’s (The Global Industry Classification Standard (GICS)), Bloomberg, Barclays or similar sources
commonly used in the financial industry. The definition of what constitutes a particular “industry” is an
evolving one, particularly for industries or sectors within industries that are new or are undergoing rapid
development. Some securities could reasonably fall within more than one industry category. The Fund’s
industry concentration policy does not preclude it from focusing investments in issuers in broad economic
sectors. In connection with CLO Investments, the Fund will analyze the underlying or reference securities,
instruments or assets in order to comply with this policy. To the extent that the Fund invests in another
investment company that has adopted a policy to concentrate in a particular industry, the Fund will take such
policy into account in complying with this policy.

With respect to investment restriction (7) above, Section 21 of the 1940 Act makes it unlawful for a
registered investment company, like the Fund, to lend money or other property if (i) the investment company’s
policies set forth in its registration statement do not permit such a loan or (ii) the borrower controls or is under
common control with the investment company.

Repurchase Offer Fundamental Policy

The Board has adopted the following fundamental policy with respect to the conduct of quarterly
repurchase offers, which may be changed only with the approval of a majority of the outstanding voting securities
of the Fund:

(a) The Fund will make quarterly repurchase offers pursuant to Rule 23c-3 under the 1940 Act, as it may
be amended from time to time (“Rule 23¢-3”).

(b) The Fund will repurchase Shares that are tendered by a specific date (the “Repurchase Request
Deadline”), which will be established by the Board in accordance with Rule 23¢-3, as amended from
time to time. Rule 23¢-3 requires the Repurchase Request Deadline to be no less than 21 and no more
than 42 days after the Fund sends notification to Shareholders of the repurchase offer.

(c) There will be a maximum fourteen (14) calendar day period (or the next business day if the
14% calendar day is not a business day) between the Repurchase Request Deadline and the date on
which the Fund’s net asset value applicable to the repurchase offer is determined.

80% Policy

Under normal market conditions, the Fund will invest at least 80% of its net assets, plus the amount of any
borrowings for investment purposes, in securities of collateralized loan obligation entities (“CLOs”), including
the debt tranches of CLOs (“CLO Debt”) and subordinated tranches of CLOs (often referred to as the “residual”
or “equity” tranche) (“CLO Equity”). The Fund may not change this policy unless (i) the change is authorized
by the vote of the “majority of the outstanding voting securities” (as defined in the Investment Company
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Act of 1940, as amended (the “1940 Act”), or (ii) the Fund provides Shareholders with at least 60 days’ prior
notice of such change, after providing such notice, the Fund conducts a repurchase offer and such repurchase
offer is not oversubscribed.

Non-Fundamental Policies

All other investment policies of the Fund set forth in the Prospectus and this SAI are not considered
fundamental policies and may be changed by the Board of Trustees without any vote of shareholders.

Application of Investment Policies

Whenever an investment policy or investment restriction set forth in the Prospectus or this SAI states a
minimum or maximum percentage of assets that may be invested in any security or other asset or describes a
policy regarding quality standards, such percentage limitation or standard shall be determined immediately after
and as a result of the Fund’s acquisition of such security or asset. Accordingly, any later increase or decrease
resulting from a change in values, assets or other circumstances will not be considered to result in a violation of
such policy or restriction. Notwithstanding the foregoing, the asset coverage requirements applicable to senior
securities shall be maintained in the manner contemplated by applicable law.
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OTHER PORTFOLIO CONTENTS AND INVESTMENT STRATEGIES

Convertible Securities

A convertible security is a preferred stock, warrant or other security that may be converted into or
exchanged for a prescribed amount of common stock or other security of the same or a different issuer or into
cash within a particular period of time at a specified price or formula. A convertible security generally entitles
the holder to receive the dividend paid on preferred stock until the convertible security matures or is redeemed,
converted or exchanged. Before conversion, convertible securities generally have characteristics similar to both
fixed income and equity securities. The value of convertible securities tends to decline as interest rates rise
and, because of the conversion feature, tends to vary with fluctuations in the market value of the securities into
which they would convert. Convertible securities ordinarily provide a stream of income with generally higher
yields than those of common stock of the same or similar issuers. Convertible securities generally rank senior to
common stock in a corporation’s capital structure but are usually subordinated to comparable non-convertible
securities. Convertible securities generally do not participate directly in any dividend increases or decreases of
the underlying securities although the market prices of convertible securities may be affected by any dividend
changes or other changes in the underlying securities.

The market value of a convertible security generally is a function of its “investment value” and its
“conversion value.” A security’s “investment value” represents the value of the security without its conversion
feature (i.e., a comparable nonconvertible fixed-income security). The investment value is determined by, among
other things, reference to its credit quality and the current value of its yield to maturity or probable call date. At
any given time, investment value is dependent upon such factors as the general level of interest rates, the yield
of similar nonconvertible securities, the financial strength of the issuer and the seniority of the security in the
issuer’s capital structure. A security’s “conversion value” is determined by multiplying the number of shares the
holder is entitled to receive upon conversion or exchange by the current price of the underlying security. If the
conversion value of a convertible security is significantly below its investment value, the convertible security
will trade like nonconvertible debt or a preferred security in the sense that its market value will not be influenced
greatly by fluctuations in the market price of the underlying security into which it can be converted. Instead,
the convertible security’s price will tend to move in the opposite direction from interest rates. Conversely, if the
conversion value of a convertible security is significantly above its investment value, the market value of the
convertible security will be more heavily influenced by fluctuations in the market price of the underlying stock.
In that case, the convertible security’s price may be as volatile as that of the common stock. Because both interest
rate and market movements can influence its value, a convertible security is not generally as sensitive to interest
rates as a similar fixed-income security, nor is it generally as sensitive to changes in share price as its underlying

stock.

The Fund’s investments in convertible securities, particularly securities that are convertible into securities
of an issuer other than the issuer of the convertible security, may be illiquid — that is, the Fund may not be able
to dispose of such securities in a timely fashion or for a fair price, which could result in losses to the Fund. The
Fund’s investments in convertible securities may at times include securities that have a mandatory conversion
feature, pursuant to which the securities convert automatically into common stock or other equity securities (of
the same or a different issuer) at a specified date and a specified conversion ratio, or that are convertible at the
option of the issuer. For issues where the conversion of the security is not at the option of the holder, the Fund
may be required to convert the security into the underlying common stock even at times when the value of the
underlying common stock or other equity security has declined substantially.

Zero Coupon Securities

The Fund may invest in zero dividend preferred securities and zero coupon bonds. These are instruments
that typically do not pay interest either for the entire life of the obligation or for an initial period after the issuance
of the obligation. When held to its redemption or maturity, a holder receives the par value (or the accreted value)
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of the zero (rate) coupon security, which generates a return equal to the difference between the purchase price and
its redemption or maturity value. A zero dividend preferred security or a zero coupon security is normally issued
and traded at a deep discount from face value. This original issue discount (“OID”) approximates the total amount
of interest the security will accrue and compound prior to its redemption or maturity. Because these securities and
other OID instruments do not pay cash dividends or interest at regular intervals, the instruments’ ongoing accruals
require ongoing judgments concerning the collectability of stated par value of the instrument at its redemption or
maturity, as well as the value of any associated collateral. As a result, these securities may be subject to greater
value fluctuations and less liquidity in the event of adverse market conditions than comparably rated securities
that pay cash on a current basis. Because zero dividend preferred securities and zero coupon bonds, and OID
instruments generally, allow an issuer to delay the need to generate cash to meet current dividend or interest
payments (unless there is a prescribed accumulated funding of the payment), they may involve greater payment
and credit risk than dividend or coupon securities that pay dividends or interest currently or in cash. In order to
maintain its status as a regulated investment company (“RIC”), the Fund generally will be required to distribute
dividends to Shareholders representing the income of these instruments as it accrues, even though the Fund will
not receive all of the income on a current basis or in cash. Thus, the Fund may have to sell other investments,
including when it may not be advisable to do so, and use the cash proceeds to make income distributions to its
Shareholders. For accounting purposes, these cash distributions to Shareholders will not treated as a return of
capital.

Exchange-Traded Notes

Exchange-traded notes (“ETNSs”) are a type of senior, unsecured, unsubordinated debt security issued
by financial institutions that combines both aspects of bonds and 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 ETE, 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 Internal Revenue Service (“IRS”) will
accept, or a court will uphold, how the Fund characterizes and treats ETN investments 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.
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Commercial Paper

Commercial paper represents short-term unsecured promissory notes issued in bearer form by corporations
such as banks or bank holding companies and finance companies. The rate of return on commercial paper may be
linked or indexed to the level of exchange rates between the U.S. dollar and a foreign currency or currencies.

When Issued, Delayed Delivery Securities And Forward Commitments

The Fund may enter into forward commitments for the purchase or sale of securities. The Fund may enter
into transactions on a “when issued” or “delayed delivery” basis, in excess of customary settlement periods for
the type of security involved. In some cases, a forward commitment may be conditioned upon the occurrence of a
subsequent event, such as approval and consummation of a merger, corporate reorganization or debt restructuring
(i.e., a when, as and if issued security). When such transactions are negotiated, the price is fixed at the time
of the commitment, with payment and delivery taking place, generally a month or more after the date of the
commitment. While it will only enter into a forward commitment with the intention of actually acquiring the
security, the Fund may sell the security before the settlement date if it is deemed advisable. Securities purchased
under a forward commitment are subject to market fluctuation, and generally no interest (or dividends) accrues to
the Fund prior to the settlement date.

Securities purchased on a when-issued or delayed delivery basis may expose the Fund to counterparty risk
of default as well as the risk that securities may experience fluctuations in value prior to their actual delivery.
The Fund generally will not accrue income with respect to a when-issued or delayed delivery security prior to its
stated delivery date. Purchasing securities on a when-issued or delayed delivery basis can involve the additional
risk that the price or yield available in the market when the delivery takes place may not be as favorable as that
obtained in the transaction itself.

Reverse Repurchase Agreements

In reverse repurchase agreement transactions, the Fund sells portfolio securities to financial institutions
such as banks and broker-dealers and agrees to repurchase them at a particular date and price. The Fund may
utilize reverse repurchase agreements when it is anticipated that the interest income to be earned from the
investment of the proceeds of the transaction is greater than the interest expense of the transaction. Proceeds
of the sale will be invested in additional instruments for the Fund, 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 reverse repurchase transaction, 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 reverse repurchase transactions.

With respect to any reverse repurchase agreement, the Fund’s Managed Assets shall include any proceeds
from the sale of an asset of the Fund to a counterparty in such a transaction, in addition to the value of the
underlying asset as of the relevant measuring date. With respect to leverage incurred through investments
in reverse repurchase agreements and economically similar transactions, the Fund will comply with the
requirements of Rule 18f-4 by either complying with the asset coverage requirements of Section 18 of the 1940
Act by combining the aggregate amount of indebtedness associated with all reverse repurchase agreements or
similar financing transactions with the aggregate amount of any other senior securities representing indebtedness
when calculating the asset coverage ratio or by treating all reverse repurchase agreements or similar financing
transactions as derivative transactions.

Reverse repurchase agreements involve the risks that the interest income earned on the investment of the
proceeds will be less than the interest expense and expenses associated with the repurchase agreement, that
the market value of the securities sold by the Fund may decline below the price at which the Fund is obligated
to repurchase such securities and that the securities may not be returned to the Fund. There is no assurance
that reverse repurchase agreements can be successfully employed. In connection with reverse repurchase
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agreements, the Fund will also be subject to counterparty risk with respect to the purchaser of the securities. If
the broker/dealer to whom the Fund sells securities becomes insolvent, the Fund’s right to purchase or repurchase
securities may be restricted.

Depositary Receipts

The Fund’s investments in non-U.S. issuers may include investment in depositary receipts, including
American Depositary Receipts (“ADRs”), European Depositary Receipts (“EDRs”), and Global Depositary
Receipts (“GDRs”). U.S. dollar-denominated ADRs, which are traded in the United States on exchanges in off
exchange markets, are issued by domestic banks. ADRs represent the right to receive securities of foreign issuers
deposited in a domestic bank or a correspondent bank. ADRs do not eliminate all the risk inherent in investing
in the securities of foreign issuers. However, by investing in ADRs rather than directly in foreign issuers’ stock,
the Fund can avoid currency risks during the settlement period for either purchases or sales. In general, there
is a large, liquid market in the United States for many ADRs. The information available for ADRs is subject to
the accounting, auditing and financial reporting standards of the domestic market or exchange on which they
are traded, which standards are more uniform and more exacting than those to which many foreign issuers may
be subject. The Fund also may invest in EDRs, GDRs, and in other similar instruments representing securities
of foreign companies. EDRs and GDRs are securities that are typically issued by foreign banks or foreign
trust companies, although U.S. banks or U.S. trust companies may issue them. EDRs and GDRs are structured
similarly to the arrangements of ADRs. EDRs, in bearer form, are designed for use in European securities
markets and are not necessarily denominated in the currency of the underlying security.

Certain depositary receipts, typically those denominated as unsponsored, require the holders thereof to bear
most of the costs of the facilities while issuers of sponsored facilities normally pay more of the costs thereof. The
depository of an unsponsored facility frequently is under no obligation to distribute shareholder communications
received from the issuer of the deposited securities or to pass through the voting rights to facility holders in
respect to the deposited securities, whereas the depository of a sponsored facility typically distributes shareholder
communications and passes through voting rights.

Preferred Securities

Preferred securities are generally equity securities of the issuer that have priority over the issuer’s common
shares as to the payment of dividends (i.e., the issuer cannot pay dividends on its common shares until the
dividends on the preferred shares are current) and as to the payout of proceeds of bankruptcy or other liquidation,
but are subordinate to an issuer’s senior debt and junior debt as to both types of payments. Additionally, in a
bankruptcy or other liquidation, preferred securities are generally subordinate to an issuer’s trade creditors and
other general obligations.

Preferred securities pay a dividend, typically contingent both upon declaration by the issuer’s board and
on the existence of current earnings (or retained earnings) in sufficient amount to source the payment. Preferred
securities typically have no ordinary right to vote for the board of directors, except in some cases voting rights
may arise if the issuer fails to pay the preferred share dividends. Preferred securities may be perpetual or have a
term and typically have a fixed liquidation (or “par”) value.

Hybrid-preferred securities often behave as investments similarly to traditional preferred securities and are
regarded by investors as being part of the preferred securities market. Hybrid-preferred securities possess varying
combinations of features of both debt and preferred shares, and they may constitute senior debt, junior debt or
preferred shares in an issuer’s capital structure. As such, hybrid-preferred securities may not be subordinate
to a company’s debt securities (as are traditional preferred securities). Given the various debt and equity
characteristics of hybrid-preferred securities, whether a hybrid-preferred security is classified as debt or equity
for purposes of reporting the Fund’s portfolio holdings may be based on the portfolio managers’ determination
as to whether its debt or preferred features are preponderant, or based on the assessment of an independent data
provider. Such determinations may be subjective.
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Dividend or interest payments on preferred securities may be cumulative or non-cumulative and often can
be skipped or deferred, without limitation. The dividend rates on preferred securities may be fixed or floating,
or convert from fixed to floating at a specified future time. Floating rate and fixed-to-floating-rate preferred
securities may be traditional preferred or hybrid-preferred securities. Floating rate preferred securities pay a rate
of income that resets periodically based on short- and/or longer-term interest rate benchmarks. If the associated
interest rate benchmark rises, the return offered by the floating rate security may rise as well, making such
securities less price-sensitive to rising interest rates (or yields). Similarly, a fixed-to-floating-rate security may be
less price-sensitive to rising interest rates (or yields), because the period over which the rate of payment is fixed is
shorter than the maturity term of the security, after which period a floating rate of payment applies.

Loans of Portfolio Securities

To increase income, the Fund may, consistent with applicable regulatory requirements, lend its portfolio
securities to securities broker-dealers or financial institutions if (i) the loan is collateralized in accordance with
applicable regulatory requirements and (ii) no loan will cause the value of all loaned securities to exceed 33%:%
of the value of the Fund’s total assets. If the borrower fails to maintain the requisite amount of collateral, the loan
automatically terminates and the Fund could use the collateral to replace the securities while holding the borrower
liable for any excess of replacement cost over the value of the collateral. As with any extension of credit, there are
risks of delay in recovery and in some cases even loss of rights in collateral should the borrower of the securities
fail financially. There can be no assurance that borrowers will not fail financially. On termination of the loan, the
borrower is required to return the securities to the Fund, and any gain or loss in the market price during the term
of the loan would inure to the Fund. If the other party to the loan petitions for bankruptcy or becomes subject
to the U.S. Bankruptcy Code, the law regarding the rights of the Fund is unsettled. As a result, under extreme
circumstances, there may be a restriction on the Fund’s ability to sell the collateral and the Fund could suffer a loss.

Stressed, Distressed and Defaulted Investments

The Fund may invest in loans, debt securities and other instruments of companies undergoing, or that have
recently completed, bankruptcies, reorganizations, insolvencies, liquidations or other fundamental changes or
similar proceedings or other stressed issuers. In any investment opportunity involving any such type of special
situation, there exists the risk that the contemplated transaction either will be unsuccessful, will take considerable
time or will result in a distribution of cash or new securities, the value of which will be less than the purchase
price to the Fund of the securities or other financial instruments in respect of which such distribution is received.
Similarly, if an anticipated transaction does not in fact occur, the Fund may be required to sell its investment at a
loss. The consummation of such transactions can be prevented or delayed by a variety of factors, including but not
limited to (i) intervention of a regulatory agency; (ii) market conditions resulting in material changes in securities
prices; (iii) compliance with any applicable bankruptcy, insolvency or securities laws; and (iv) the inability to
obtain adequate financing. Because there is substantial uncertainty concerning the outcome of transactions
involving financially troubled companies in which the Fund may invest, there is a potential risk of loss by the
Fund of its entire investment in such companies.

The Fund may invest in loans, debt securities and other instruments that are in default or at risk of being
in default as to the repayment of principal and/or interest at the time of acquisition by the Fund. The repayment
of defaulted obligations is subject to significant uncertainties. Defaulted obligations might be repaid only after
lengthy bankruptcy or other reorganization proceedings, during which the issuer might not make any interest or
other payments.

Distressed and defaulted instruments generally present the same risks as investment in below investment
grade instruments. However, in most cases, these risks are of a greater magnitude because of the uncertainties of
investing in an issuer undergoing financial distress. Distressed instruments present a risk of loss of principal value,
including potentially a total loss of value. Distressed instruments may be highly illiquid and the prices at which
they may be sold may represent a substantial discount to what the Sub-Adviser believes to be their ultimate value.
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The ability of the Fund to obtain a profit from these investments may often depend upon factors that are
intrinsic to the particular issuer, rather than the market as a whole. Appreciation in the value of such investments
may be contingent upon the occurrence of certain events, such as a successful reorganization or merger. If the
expected event does not occur, the Fund may incur a loss on the position. Stressed and distressed investments
may have a limited trading market, resulting in limited liquidity and presenting difficulties to the Fund in valuing
its positions. Stressed and distressed investments by the nature of their issuers’ leveraged capital structures, will
involve a high degree of financial risk. These investments may be unsecured and subordinated to substantial
amounts of senior indebtedness, all or a significant portion of which may be secured. In addition, these
investments may not be protected by financial covenants or limitations upon additional indebtedness, may have
limited liquidity and may not be rated by a credit rating agency. Adverse changes in the financial condition of an
issuer or in general economic conditions (or both) may impair the ability of such issuer to make payments on the
subordinated securities and result in defaults on and declines in the value of such securities more quickly than in
the case of the senior obligations of such issuer.

Uncertain Exit Strategies. Due to the illiquid nature of many stressed and distressed investments, as well
as the uncertainties of the reorganization and active management process, the Sub-Adviser may be unable to
predict with confidence what the exit strategy will ultimately be for any given position, or that one will definitely
be available. Exit strategies that appear to be viable when an investment is initiated may be precluded by the time
the investment is ready to be realized, due to economic, legal, political or other factors.

Control Position Risk. Certain stressed and distressed investment opportunities may allow a holder to have
significant influence on the management, operations and strategic direction of the portfolio companies in which
it invests. The exercise of control and/or significant influence over a company imposes additional risks of liability
for environmental damage, product defects, failure to supervise management and other types of liability in which
the limited liability generally characteristic of business operations may be ignored. The exercise of control and/or
significant influence over a portfolio company could expose the assets of the Fund to claims by such portfolio
company, its securities holders and its creditors. While the Sub-Adviser intends to manage the Fund in a way that
will minimize exposure to these risks, the possibility of successful claims cannot be precluded.

Short Sales

The Fund may engage in short sales in an amount not to exceed 10% of its Managed Assets. A short sale
is a transaction in which the Fund sells an instrument that it does not own in anticipation that the market price
will decline. To deliver the securities to the buyer, the Fund arranges through a broker to borrow the securities
and, in so doing, the Fund becomes obligated to replace the securities borrowed at their market price at the time
of replacement. When selling short, the Fund intends to replace the securities at a lower price at a later date and
therefore profit from the difference between the cost to replace the securities and the proceeds received from the
earlier sale of the securities. When the Fund makes a short sale, the proceeds it receives from the sale will be held
on behalf of a broker, and will accrue interest, until the Fund replaces the borrowed securities. The Fund may
have to pay a premium to borrow the securities and must pay any dividends or interest payable on the securities
until they are replaced. The Fund’s obligation to replace the securities borrowed in connection with a short sale
will be secured by collateral deposited with the broker that consists of cash and/or liquid securities. In addition,
the Fund will place in a segregated account an amount of cash and/or liquid securities equal to the difference, if
any, between (i) the market value of the securities sold at the time they were sold short, and (ii) any cash and/or
liquid securities deposited as collateral with the broker in connection with the short sale.

The Fund may use derivative transactions, including futures, options, swaps, credit default swaps, total
return swaps, forward sales or other transactions, to effectuate short exposure in the portfolio.
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The possible losses from selling short a security differ from losses that could be incurred from a cash
investment in the security; the former may be unlimited, whereas the latter can only equal the total amount of
the cash investment. Short selling activities are also subject to restrictions imposed by the federal securities laws
and the various national and regional securities exchanges, which restrictions could limit the Fund’s investment
activities. There can be no assurance that securities necessary to cover a short position will be available for
purchase.

Synthetically created short positions will involve both hedging situations, where the position is intended
to wholly or partially offset risk associated with another position in a related security, and speculative situations,
where the Sub-Adviser uses shorting techniques to take advantage of the decline in the price of particular assets.
The Fund will generally realize a profit or a loss as a result of a synthetically created short position if the value of
the underlying asset decreases or increases respectively during the relevant term of the short position. In addition,
the Fund will be required to post collateral on such positions as required pursuant to the agreement with the
relevant transaction counterparty. The use of short selling through credit default swaps and total return swaps will
subject the Fund to counterparty credit risk in the event of a default by the counterparty which could result in the
loss of collateral posted with such counterparty and gains to which the Fund would otherwise be entitled absent
the default of the counterparty. In addition, depending on the nature of the synthetic instrument used by the Fund
to create short exposure, the Fund could be subject to the risk of unlimited losses.

Derivatives

The Fund may, but is not required to, use various derivatives transactions for hedging and risk management
purposes, to facilitate portfolio management and to earn income or enhance total return. The use of derivatives
transactions to earn income or enhance total return may be particularly speculative. Derivatives are financial
instruments the value of which is derived from a reference instrument. The Fund may engage in a variety of
derivatives transactions, including options, swaps, swaptions, futures contracts, options on futures contracts
and forward currency contracts and options on forward currency contracts. The Fund may purchase and sell
exchange-listed, centrally cleared and off-exchange derivatives. If a derivative is centrally cleared, a central
clearing entity stands between the two parties to the trade as counterparty to each. The Fund may utilize
derivatives that reference one or more securities, indices, commodities, currencies or interest rates. In addition,
the Fund may utilize new techniques, transactions, instruments or strategies that are developed or permitted as
regulatory changes occur. Derivatives may allow the Fund to increase or decrease the level of risk to which the
Fund is exposed more quickly and efficiently than transactions in other types of instruments. If the Fund invests
in a derivative for speculative purposes, the Fund will be fully exposed to the risks of loss of that derivative,
which may sometimes be greater than the derivative’s cost. The use of derivatives may involve substantial
economic leverage and consequently substantial volatility.

There is no assurance that these derivative strategies will be available at any time, that the Sub-Adviser will
determine to use them for the Fund or, if used, that the strategies will be successful.

Options. An option on a security (or an index) is a contract that gives the holder of the option, in return for
a premium, the right to buy from (in the case of a call) or sell to (in the case of a put) the writer of the option the
security underlying the option at a specified exercise or “strike” price. The writer of a call option on a security has
the obligation upon exercise of the option to deliver the underlying security upon payment of the exercise price.
The writer of a put option has the obligation upon exercise of the option to pay the exercise price upon delivery of
the underlying security. The Fund may buy, sell and write exchange-traded and off-exchange call and put options.

If an option written by the Fund expires unexercised, the Fund realizes on the expiration date a capital gain
equal to the premium the Fund received at the time the option was written. If an option purchased by the Fund
expires unexercised, the Fund realizes a capital loss equal to the premium paid. Prior to the earlier of exercise
or expiration, an exchange-traded option may be closed out by an offsetting purchase or sale of an option of
the same series (type, exchange, underlying security or index, exercise price and expiration). There can be no
assurance, however, that a closing purchase or sale transaction can be effected when the Fund desires.
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The Fund may sell put or call options it has previously purchased, which could result in a net gain or loss
depending on whether the amount realized on the sale is more or less than the premium and other transaction
costs paid on the put or call option which is sold. Prior to exercise or expiration, an option may be closed out by
an offsetting purchase or sale of an option of the same series. The Fund will realize a capital gain from a closing
purchase transaction if the cost of the closing option is less than the premium received from writing the option, or,
if it is more, the Fund will realize a capital loss. If the premium received from a closing sale transaction is more
than the premium paid to purchase the option, the Fund will realize a capital gain or, if it is less, the Fund will
realize a capital loss. The principal factors affecting the market value of a put or a call option include supply and
demand, interest rates, the current market price of the underlying security or index in relation to the exercise price
of the option, the volatility of the underlying security or index and the time remaining until the expiration date.

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

The Fund may “cover” its obligations when it writes call options or put options. In the case of a call option
on a credit instrument or other security, the option is covered if the Fund owns the instrument underlying the
call or has an absolute and immediate right to acquire that security without additional cash consideration (or,
if additional cash consideration is required, cash or other liquid assets in such amount are segregated by its
custodian) upon conversion or exchange of other instruments held by the Fund.

A call option written on an instrument is also “covered” if the Fund does not hold the underlying instrument
or have the right to acquire it (a so-called “naked” call option), but the Fund segregates liquid assets in an
amount equal to the contract value of the position (minus any collateral deposited with a broker-dealer), on a
mark-to-market basis.

For a call option on an index, the option is covered if the Fund segregates liquid assets in an amount equal
to the contract value of the index. A call option is also covered if the Fund holds a call on the same index or
security as the call written where the exercise price of the call held is (i) equal to or less than the exercise price
of the call written, or (ii) greater than the exercise price of the call written, provided the difference is maintained
by the Fund in segregated liquid assets. A put option on a security or an index is covered if the Fund segregates
liquid assets equal to the exercise price. A put option is also covered if the Fund holds a put on the same security
or index as the put written where the exercise price of the put held is (i) equal to or greater than the exercise price
of the put written, or (ii) less than the exercise price of the put written, provided the difference is maintained
by the Fund in segregated liquid assets. Obligations under written call and put options so covered will not be
construed to be “senior securities” for purposes of the Fund’s investment restrictions concerning senior securities
and borrowings.

A put option written by the Fund is “covered” if the Fund segregates liquid assets equal to the exercise
price. A put option is also covered if the Fund holds a put on the same security as the put written where the
exercise price of the put held is (i) equal to or greater than the exercise price of the put written, or (ii) less than the
exercise price of the put written, provided the difference is maintained by the Fund in segregated liquid assets.

Futures and Options on Futures. The Fund may buy, sell and write futures contracts that relate to: interest
rates, credit instruments and related indices, volatility indices, credit-linked notes and individual stocks and stock
indices.

A futures contract is an agreement between two parties to buy and sell a security, index or interest rate
(each a “financial instrument”) for a set price on a future date. Certain futures contracts, such as futures contracts
relating to individual securities, call for making or taking delivery of the underlying financial instrument.
However, these contracts generally are closed out before delivery by entering into an offsetting purchase or sale of
a matching futures contract (same exchange, underlying financial instrument, and delivery month). Other futures

S-11



contracts, such as futures contracts on interest rates and indices, do not call for making or taking delivery of the
underlying financial instrument, but rather are agreements pursuant to which two parties agree to take or make
delivery of an amount of cash equal to the difference between the value of the financial instrument at the close of
the last trading day of the contract and the price at which the contract was originally written. These contracts also
may be settled by entering into an offsetting futures contract.

Unlike when the Fund purchases or sells a security, no price is paid or received by the Fund upon the
purchase or sale of a futures contract. Initially, the Fund will be required to deposit with the futures broker,
known as a futures commission merchant (“FCM?”), an amount of cash or securities equal to a varying specified
percentage of the contract amount. This amount is known as initial margin. The margin deposit is intended
to ensure completion of the contract. Minimum initial margin requirements are established by the futures
exchanges and may be revised. In addition, FCMs may establish margin deposit requirements that are higher
than the exchange minimums. Cash held in the margin account generally is not income producing. However,
coupon-bearing securities, such as Treasury securities, held in margin accounts generally will earn income.
Subsequent payments to and from the FCM, called variation margin, will be made on a daily basis as the price of
the underlying financial instrument fluctuates, making the futures contract more or less valuable, a process known
as marking the contract to market. Changes in variation margin are recorded by the Fund as unrealized gains or
losses. At any time prior to expiration of the futures contract, the Fund may elect to close the position by taking
an opposite position that will operate to terminate its position contract. A final determination of variation margin
is then made, additional cash is required to be paid by or released to the Fund, and the Fund realizes a gain or
loss. In the event of the bankruptcy or insolvency of an FCM that holds margin on behalf of the Fund, the Fund
may be entitled to the return of margin owed to it only in proportion to the amount received by the FCM’s other
customers, potentially resulting in losses to the Fund. Futures transactions also involve brokerage costs and the
Fund may have to segregate additional liquid assets in accordance with applicable SEC requirements under the
1940 Act.

The Fund also may buy and write options on the futures contracts in which it may invest (“futures options”)
and may buy or write straddles, which consist of a call and a put option on the same futures contract. A futures
option gives the purchaser of such option the right, in return for the premium paid, to assume a long position
(call) or short position (put) in a futures contract at a specified exercise price at any time during the period of
the option. Upon exercise of a call futures option, the purchaser acquires a long position contract and the writer
is assigned the opposite short position. Upon the exercise of a put futures option, the opposite is true. The Fund
will only write futures options and straddles which are “covered.” This means that, when writing a call option,
the Fund must either segregate liquid assets with a value equal to the fluctuating market value of the optioned
futures contract, or the Fund must own an option to purchase the same futures contract having an exercise price
that is (i) equal to or less than the exercise price of the call written, or (ii) greater than the exercise price of the
call written, provided the difference is maintained by the Fund in segregated liquid assets. When writing a put
option, the Fund must segregate liquid assets in an amount not less than the exercise price, or own a put option on
the same futures contract where the exercise price of the put held is (i) equal to or greater than the exercise price
of the put written, or (ii) less than the exercise price of the put written, provided the difference is maintained by
the Fund in segregated liquid assets. A straddle will be covered when sufficient assets are deposited to meet the
Fund’s immediate obligations. The Fund may use the same liquid assets to cover both the call and put options in
a straddle where the exercise price of the call and put are the same, or the exercise price of the call is higher than
that of the put. In such cases, the Fund will also segregate liquid assets equivalent to the amount, if any, by which
the put is “in the money.”

Swaps. Swap agreements are two party contracts entered into primarily by institutional investors for
periods ranging from a few weeks to more than one year. In a standard “swap” transaction, two parties agree
to exchange the returns (or differentials in rates of return) earned or realized on particular predetermined
investments or instruments. The gross returns to be exchanged or “swapped” between the parties are calculated
with respect to a “notional amount” (i.e., the dollar amount invested at a particular interest rate, in a particular
foreign currency, or in a “basket” of securities representing a particular index). The “notional amount” of the
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swap agreement is only a basis on which to calculate the obligations that the parties to a swap agreement have
agreed to exchange. The Fund’s obligations (or rights) under a swap agreement generally will be equal only to
the “net amount” to be paid or received under the agreement based on the relative values of the positions held by
each party to the agreement. The Fund’s obligations under a swap agreement will be accrued daily (offset against
any amounts owing to the Fund) and any accrued but unpaid net amounts owed to a swap counterparty will be
covered by marking as segregated liquid, unencumbered assets.

Credit Default Swaps. The Fund may enter into credit default swap agreements and similar agreements.
Among other purposes, credit default swaps provide investment exposure to changes in credit spreads

and relative interest rates. The credit default swap agreement or similar instrument may have as reference
obligations one or more securities that are not currently held by the Fund (including a “basket” of securities
representing an index). The protection “buyer” in a credit default contract may be obligated to pay the
protection “seller” an upfront payment or a periodic stream of payments over the term of the contract
provided generally that no credit event on a reference obligation has occurred. If a credit event occurs,

the seller generally must pay the buyer the “par value” (full notional value) of the swap in exchange for

an equal face amount of deliverable obligations of the reference entity described in the swap, or the seller
may be required to deliver the related net cash amount, if the swap is cash settled. The Fund may be either
the buyer or seller in the transaction. If the Fund is a buyer and no credit event occurs, the Fund recovers
nothing if the swap is held through its termination date. However, if a credit event occurs, the Fund may
elect to receive the full notional value of the swap in exchange for delivery of an equal face amount

of deliverable obligations of the reference entity that may have little or no value. As a seller, the Fund
generally receives an upfront payment or a fixed rate of income throughout the term of the swap, which
typically is between six months and three years, provided that there is no credit event. If a credit event
occurs, generally the seller must pay the buyer the full notional value of the swap in exchange for an equal
face amount of deliverable obligations of the reference entity that may have little or no value.

Total Return Swaps. The Fund may enter into total return swaps. Total return swaps are used as substitutes
for owning a particular physical security, or the securities comprising a given market index, or to obtain
exposure in markets where no physical securities are available such as an interest rate index. Total return
refers to the payment (or receipt) of the total return on the security, index or other instrument underlying
the swap, which is then exchanged for the receipt (or payment) of a floating interest rate. Total return swaps
provide the Fund with the additional flexibility of gaining exposure to a particular security or index by
using the most cost-effective vehicle available. Total return swaps provide the Fund with the opportunity to
actively manage the cash maintained by the Fund as a result of not having to purchase the actual securities
or other instruments underlying the swap. The cash backing total return swaps is actively managed to seek
to earn a return in excess of the floating rate paid on the swap.

Interest Rate Swaps. Interest rate swaps involve the exchange by the Fund with another party of
respective commitments to pay or receive interest (e.g., an exchange of fixed rate payments for floating rate
payments).

Currency Swaps. Currency swaps involve the exchange of the two parties’ respective commitments to pay
or receive fluctuations with respect to a notional amount of two different currencies (e.g., an exchange of
payments with respect to fluctuations in the value of the U.S. dollar relative to the Japanese yen).

Swaptions. The Fund may enter into “swaptions,” which are options on swap agreements. A swaption is
a contract that gives a counterparty the right (but not the obligation) to enter into a new swap agreement
or to shorten, extend, cancel or otherwise modify an existing swap agreement, at some designated future
time on specified terms. The Fund may write (sell) and purchase put and call swaptions. Depending

on the terms of the particular option agreement, the Fund generally will incur a greater degree of risk
when it writes a swaption than it will incur when it purchases a swaption. When the Fund purchases a
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swaption, it risks losing only the amount of the premium it has paid should it decide to let the option
expire unexercised. When the Fund writes a swaption, upon exercise of the option the Fund will become
obligated according to the terms of the underlying agreement.

Credit-Linked Securities. ~Credit-linked securities are issued by a limited purpose trust or other vehicle
that, in turn, invests in a derivative or basket of derivatives, such as credit default swaps, interest rate swaps and
other securities, in order to provide exposure to certain fixed income markets. Like an investment in a bond,
investments in these credit-linked securities represent the right to receive periodic income payments (in the form
of distributions) and payment of principal at the end of the term of the security. However, these payments are
conditioned on the issuer’s receipt of payments from, and the issuer’s potential obligations to, the counterparties
to the derivatives and other securities in which the issuer invests. For instance, the issuer may sell one or more
credit default swaps, under which the issuer would receive a stream of payments over the term of the swap
agreements provided that no event of default has occurred with respect to the referenced debt obligation upon
which the swap is based. If a default occurs, the stream of payments may stop and the issuer would be obligated
to pay the counterparty the par (or other agreed upon value) of the referenced debt obligation. This, in turn,
would reduce the amount of income and principal that the Fund would receive. The Fund’s investments in these
instruments are indirectly subject to the risks associated with derivatives, including, among others, counterparty
risk, credit risk and leverage risk. There may be no established trading market for these securities.

Synthetic Investments.  As an alternative to holding investments directly, the Fund may also obtain
investment exposure to investments in which the Fund may invest directly through the use of derivative instruments.
The Fund may utilize swaps, options, forwards, notional principal contracts or other derivative instruments to
replicate, modify or replace the economic attributes associated with an investment in which the Fund may invest
directly. To the extent that the Fund invests in synthetic investments with economic characteristics similar to CLO
Investments, the value of such investments will be counted for purposes of the Fund’s policy of investing at least
80% ofits assets in CLO Investments.

Rule 18f-4. Rule 18f-4 requires registered investment companies to adopt written policies and procedures
reasonably designed to manage their derivatives risks. In the event that the Fund’s derivatives exposure exceeds
10% of its net assets, the Fund will be required to adopt a written derivatives risk management program and
comply with a value-at-risk based limit on leverage risk. The Board of Trustees has an oversight role in ensuring
these requirements are being taken into account and, if required, will appoint a derivatives risk manager to handle
the day-to-day responsibilities of the derivatives risk management program.

Derivatives Risk. The use of derivative instruments may be particularly speculative and involves
investment risks and transaction costs to which the Fund would not be subject absent the use of these instruments,
and the use of derivatives generally involves leverage in the sense that the investment exposure created by the
derivatives may be significantly greater than the Fund’s initial investment in the derivatives. Thus, the use of
derivatives may result in losses in excess of principal or greater than if they had not been used. The ability to
successfully use derivative instruments depends on the ability of the Sub-Adviser. The skills needed to employ
derivatives strategies are different from those needed to select a portfolio security and, in connection with
such strategies, the Sub-Adviser must make predictions with respect to market conditions, liquidity, currency
movements, market values, interest rates and other applicable factors, which may be inaccurate. The use of
derivative instruments may require the Fund to sell or purchase portfolio securities at inopportune times or for
prices below or above the current market values, may limit the amount of appreciation the Fund can realize on an
investment or may cause the Fund to hold a security that it might otherwise want to sell. The Fund may also have
to defer closing out certain derivative positions to avoid adverse tax consequences and there may be situations
in which derivative instruments are not elected that result in losses greater than if such instruments had been
used. Amounts paid by the Fund as premiums and cash or other assets held in margin accounts with respect to
the Fund’s derivative instruments would not be available to the Fund for other investment purposes, which may
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result in lost opportunities for gain. Changes to the derivatives markets as a result of the Dodd-Frank Act and
other government or international regulation may also have an adverse effect on the Fund’s ability to make use of
derivative transactions.

In addition, the use of derivatives is subject to other risks, each of which may create additional risk of loss,
including liquidity risk, interest rate risk, credit risk and management risk as well as the following risks:

. Correlation Risk. Imperfect correlation between the value of derivative instruments and the
underlying assets of the Fund 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.

. Duration Mismatch Risk. The duration of a derivative instrument may be significantly different than
the duration of the related liability or asset.

. Valuation Risk. The prices of derivative instruments, including swaps, futures, forwards and
options, are highly volatile and such instruments may subject us to significant losses. The value of
such derivatives also depends upon the price of the underlying asset, reference rate or index, which
may also be subject to volatility. In addition, actual or implied daily limits on price fluctuations
and speculative position limits on the exchanges or over-the-counter markets in which the Fund
may conduct its transactions in derivative instruments may prevent prompt liquidation of positions,
subjecting us to the potential of greater losses. In addition, significant disparities may exist between
“bid” and “asked” prices for derivative instruments that are traded over-the-counter and not on an
exchange.

. Liquidity Risk. Derivative instruments, especially when purchased in large amounts, may not be
liquid in all circumstances, so that in volatile markets the Fund may not be able to close out a position
without incurring a loss.

. Counterparty Risk. Derivative instruments also involve exposure to counterparty risk,
since contract performance depends in part on the financial condition of the counterparty.
See “— Counterparty Risk” below.

In addition, the Sub-Adviser may cause the Fund to invest in derivative instruments that are neither
presently contemplated nor currently available, but which may be developed, to the extent such opportunities are
both consistent with the Fund’s investment objective and legally permissible. Any such investments may expose
the Fund to unique and presently indeterminate risks, the impact of which may not be capable of determination
until such instruments are developed and/or the Sub-Adviser determines to make such an investment on behalf of
the Fund.

Off-Exchange Derivatives Risk. The Fund may invest a portion of its assets in investments which are not
traded on organized exchanges and as such are not standardized. Such transactions may include forward contracts,
swaps or options. While some markets for such derivatives are highly liquid, transactions in off-exchange
derivatives may involve greater risk than investing in exchange-traded derivatives because there is no exchange
market on which to close out an open position. It may be impossible to liquidate an existing position, to assess
the value of the position arising from an off-exchange transaction or to assess the exposure to risk. Bid and offer
prices need not be quoted and, even where they are, they will be established by dealers in these instruments and
consequently it may be difficult to establish what is a fair price. In respect of such trading, the Fund is subject
to the risk of counterparty failure or the inability or refusal by a counterparty to perform with respect to such
contracts. Market illiquidity or disruption could result in major losses to the Fund.

Options Risk. Trading in options involves a number of risks. Specific market movements of the option
and the instruments underlying an option cannot be predicted. No assurance can be given that a liquid offset
market will exist for any particular option or at any particular time. If no liquid offset market exists, the Fund
might not be able to effect an offsetting transaction in a particular option. To realize any profit in the case of an
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option, therefore, the option holder would need to exercise the option and comply with margin requirements for
the underlying instrument. A writer could not terminate the obligation until the option expired or the writer was
assigned an exercise notice. The purchaser of an option is subject to the risk of losing the entire purchase price of
the option. The writer of an option is subject to the risk of loss resulting from the difference between the premium
received for the option and the price of the futures contract underlying the option that the writer must purchase or
deliver upon exercise of the option. The writer of a naked option may have to purchase the underlying contract in
the market for substantially more than the exercise price of the option in order to satisfy his delivery obligations.
This could result in a large net loss.

Futures Risk. Futures contracts markets are highly volatile and are influenced by a variety of factors,
including national and international political and economic developments. In addition, because of the low margin
deposits normally required in futures trading, a high degree of leverage is typical of a futures trading account.
As a result, a relatively small price movement in a futures contract may result in substantial losses to the trader.
Moreover, futures positions are marked to market each day and variation margin payment must be paid to or by a
trader. Positions in futures contracts may be closed out only on the exchange on which they were entered into or
through a linked exchange, and no secondary market exists for such contracts. Certain futures exchanges do not
permit trading in particular futures contracts at prices that represent a fluctuation in price during a single day’s
trading beyond certain set limits. If prices fluctuate during a single day’s trading beyond those limits, the Fund
could be prevented from promptly liquidating unfavorable positions and thus be subjected to substantial losses.
When used for hedging purposes, an imperfect or variable degree of correlation between price movements of the
futures contracts and the underlying investment sought to be hedged may prevent the Fund from achieving the
intended hedging effect or expose the Fund to the risk of loss.

Swaps Risk. Swap agreements are two-party contracts entered into primarily by institutional investors
for periods ranging from a few weeks to more than a year. In a standard swap transaction, two parties agree
to exchange the returns earned on specified assets, such as the return on, or increase in value of, a particular
dollar amount invested at a particular interest rate, in a particular foreign currency. The use of swaps is a highly
specialized activity that involves investment techniques and risks different from those associated with ordinary
securities transactions. There are risks relating to the financial soundness and creditworthiness of the counterparty
to swap agreements. If the other party to an interest rate swap defaults, the Fund’s risk of credit loss may be the
amount of interest payments that the Fund is contractually obligated to receive on a net basis. However, where
swap agreements require one party’s payments to be “up-front” and timed differently than the other party’s
payments (such as is often the case with currency swaps), the entire principal value of the swap may be subject
to the risk that the other party to the swap will default on its contractual delivery obligations. The investment
performance of the Fund, however, may be adversely affected by the use of swaps if the Sub-Adviser’s forecasts
of market values, interest rates or currency exchange rates are inaccurate.

Credit Default Swaps Risk. The “buyer” in a credit default contract is obligated to pay the “seller” a
periodic stream of payments over the term of the contract provided that no event of default on an underlying
reference obligation has occurred. The Fund may be either the buyer or seller in a credit default swap transaction.
If the Fund is a buyer and no event of default occurs, the Fund may lose its investment and recover nothing.
However, if an event of default occurs, the Fund (if the buyer) will receive the full notional value of the reference
obligation that may have little or no value. As a seller, the Fund receives a fixed rate of income throughout the
term of the contract provided that there is no default event. If an event of default occurs, the Fund must pay
the buyer the full notional value of the reference obligation. Credit default swap transactions involve greater
risks than if a Fund had invested in the reference obligation directly. Credit default swaps are subject to the
risk of non-performance by the swap counterparty, including risks relating to the financial soundness and
creditworthiness of the swap counterparty.
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Hedging Transactions Risk. The success of any hedging strategy utilized by the Fund’s will be subject to
the Sub-Adviser’s ability to correctly assess the degree of correlation between the performance of the instruments
used in the hedging strategy and the performance of the investments in the portfolio being hedged. Since the
characteristics of many securities change as markets change or time passes, the success of the Fund’s hedging
strategy will also be subject to the Sub-Adviser’s ability to continually recalculate, readjust, and execute hedges in
an efficient and timely manner.

While the Fund may enter into hedging transactions to seek to reduce risk, such transactions may result in
a poorer overall performance for the Fund than if it had not engaged in any such hedging transactions. Hedging
against a decline in the value of a portfolio position does not eliminate fluctuations in the values of those
portfolio positions or prevent losses if the values of those positions decline. Rather, it establishes other positions
designed to gain from those same declines, thus seeking to moderate the decline in the portfolio position’s
value. Such hedging transactions also limit the opportunity for gain if the value of the portfolio position should
increase. For a variety of reasons, the Sub-Adviser may not seek to establish a perfect correlation between such
hedging instruments and the portfolio holdings being hedged. Such imperfect correlation may prevent the Fund
from achieving the intended hedge or expose the Fund to risk of loss. In addition, it is not possible to hedge
fully or perfectly against any risk, and hedging entails its own costs. The Sub-Adviser may determine, in its sole
discretion, not to hedge against certain risks and certain risks may exist that cannot be hedged. Furthermore, the
Sub-Adviser may not anticipate a particular risk so as to hedge against it effectively. The successful utilization of
hedging and risk management transactions requires skills complementary to those needed in the selection of the
Fund’s portfolio holdings.

The Fund may seek to hedge currency risks by investing in currencies, currency exchange forward or
futures contracts, swaps, swaptions or any combination thereof (whether or not exchange-traded), but these or
other instruments necessary to hedge such currency risks may not generally be available, may not provide a
perfect hedge or may not be, in the Sub-Adviser’s judgment, economically priced. There can be no assurance that
these strategies will be effective, and such techniques entail costs and additional risks.

Counterparty Risk. Counterparty risk is the risk that a counterparty to a Fund transaction (e.g., prime
brokerage or securities lending arrangement or derivatives transaction) will be unable or unwilling to perform
its contractual obligation to the Fund. The Fund will be exposed to credit risks that the counterparty may be
unwilling or unable to make timely payments or otherwise meet its contractual obligations. If the counterparty
becomes bankrupt or defaults on (or otherwise becomes unable or unwilling to perform, the risk of which is
particularly acute under current conditions) its payment or other obligations to the Fund, the Fund may not receive
the full amount that it is entitled to receive or may experience delays in recovering the collateral or other assets
held by, or on behalf of, the counterparty. The Fund bears the risk that counterparties may be adversely affected
by legislative or regulatory changes, adverse market conditions (such as the current conditions), increased
competition, and/or wide scale credit losses resulting from financial difficulties of the counterparties’ other
trading partners or borrowers. If a counterparty’s credit becomes significantly impaired, requests for collateral
posting could increase the risk that the Fund will not receive adequate collateral. Concerns about, or a default by,
one large market participant could lead to significant liquidity problems for other participants.

The counterparty risk for cleared derivatives is generally lower than for uncleared derivatives transactions
since generally a clearing organization becomes substituted for each counterparty to a cleared derivative contract
and, in effect, guarantees the parties’ performance under the contract as each party to a trade looks only to the
clearing organization for performance of financial obligations under the derivative contract. However, there can
be no assurance that a clearing organization, or its members, will satisfy its obligations to the Fund.

Synthetic Investment Risk. The Fund may be exposed to certain additional risks should the Sub-Adviser
use derivatives transactions as a means to synthetically implement the Fund’s investment strategies. Customized
derivative instruments will likely be highly illiquid, and it is possible that the Fund will not be able to terminate
such derivative instruments prior to their expiration date or that the penalties associated with such a termination
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might impact the Fund’s performance in a materially adverse manner. Synthetic investments may be imperfectly
correlated to the investment the Sub-Adviser is seeking to replicate. There can be no assurance that the
Sub-Adviser’s judgments regarding the correlation of any particular synthetic investment will be correct. The
Fund may be exposed to certain additional risks associated with derivatives transactions should the Sub-Adviser
use derivatives as a means to synthetically implement the Fund’s investment strategies. The Fund would be
subject to counterparty risk in connection with such transactions. If the Fund enters into a derivative instrument
whereby it agrees to receive the return of a security or financial instrument or a basket of securities or financial
instruments, it will typically contract to receive such returns for a predetermined period of time. During such
period, the Fund may not have the ability to increase or decrease its exposure. In addition, such customized
derivative instruments will likely be highly illiquid, and it is possible that the Fund will not be able to terminate
such derivative instruments prior to their expiration date or that the penalties associated with such a termination
might impact the Fund’s performance in a material adverse manner. Furthermore, certain derivative instruments
typically contain provisions giving the counterparty the right to terminate the contract upon the occurrence of
certain events, such as a decline in the value of the reference securities and material violations of the terms of the
contract or the portfolio guidelines as well as other events determined by the counterparty. If a termination were
to occur, the Fund’s return could be adversely affected as it would lose the benefit of the indirect exposure to the
reference securities and it may incur significant termination expenses.

Derivatives Legislation and Regulatory Risk. The enforceability of agreements governing hedging
transactions may depend on compliance with applicable statutory and other regulatory requirements and,
depending on the identity of the counterparty, applicable international requirements. New or amended regulations
may be imposed by the CFTC, the SEC, the Federal Reserve, the European Union (the “EU”) or other financial
regulators, other governmental or intergovernmental regulatory authorities or self-regulatory organizations that
supervise the financial markets, and could adversely affect the Fund. In particular, the CFTC and the SEC have
promulgated a variety of rules pursuant to financial reform legislation enacted in the United States. The Fund
also may be adversely affected by changes in the enforcement or interpretation of statutes and rules by these
regulatory authorities or self-regulatory organizations.

In addition, the securities and futures markets are subject to comprehensive statutes and regulations. For
instance, the passage of the Dodd-Frank Act has led to extensive rulemaking and regulatory changes affecting
funds, fund managers and the financial industry as a whole. The Dodd-Frank Act is designed to impose stringent
regulation on the over-the-counter derivatives market in an attempt to increase transparency and accountability
and provides for, among other things, clearing, execution, margin, reporting, recordkeeping, business conduct,
documentation, disclosure, position limit, minimum net capital and registration requirements. The CFTC has
released final rules relating to clearing, execution, reporting, risk management, compliance, position limit,
anti-fraud, consumer protection, portfolio reconciliation, documentation, recordkeeping, business conduct,
margin requirements and registration requirements under the Dodd-Frank Act; however, some of these provisions
and other rulemaking areas authorized by the Dodd-Frank Act remain subject to further final rulemaking and
clarifications. The Dodd-Frank Act and follow-on regulations could adversely affect the Fund by increasing
transaction and/or regulatory compliance costs. In addition, greater regulatory scrutiny may increase the Fund’s,
the Adviser’s and the Sub-Adviser’s exposure to potential liabilities.

Commodities Regulation

CFTC Rule 4.5 permits investment advisers to registered investment companies to claim an exclusion from
the definition of “commodity pool operator” under the CEA with respect to a fund, provided certain requirements
are met. In order to permit the Adviser to claim this exclusion with respect to the Fund, the Fund limits its
transactions in certain futures, options on futures and swaps deemed “commodity interests” under CFTC rules
(excluding transactions entered into for “bona fide hedging purposes,” as defined under CFTC regulations) such
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that either: (i) the aggregate initial margin and premiums required to establish such futures, options on futures
and swaps do not exceed 5% of the liquidation value of the Fund’s portfolio, after taking into account unrealized
profits and losses on such positions; or (ii) the aggregate net notional value of such futures, options on futures
and swaps does not exceed 100% of the liquidation value of the Fund’s portfolio, after taking into account
unrealized profits and losses on such positions. In addition to meeting one of the foregoing trading limitations,
the Fund may not market itself as a commodity pool or otherwise as a vehicle for trading, options or swaps
markets. Accordingly, the Fund is not subject to regulation under the CEA or otherwise regulated by the CFTC. If
the Adviser was unable to claim the exclusion with respect to the Fund, the Adviser would become subject to
registration and regulation as a commodity pool operator, which would subject the Adviser and the Fund to
additional registration and regulatory requirements and increased operating expenses.
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LEVERAGE

The Fund may use leverage to the extent permitted by the 1940 Act for strategic or tactical purposes in
seeking to achieve its investment objective.

The Fund may use leverage through (i) the issuance of senior securities representing indebtedness,
including through borrowing from financial institutions or issuance of debt securities, including notes or
commercial paper (collectively, “Indebtedness”), (ii) the issuance of preferred shares (“Preferred Shares”)
and/or (iii) reverse repurchase agreements, securities lending, short sales or derivatives, such as swaps, futures or
forward contracts, that have the effect of leverage (“portfolio leverage™).

Use of leverage creates an opportunity for increased income and capital appreciation but, at the same
time, creates special risks. The use of leverage would cause the Fund’s NAV and level of distributions to be
more volatile than if leverage were not used. The costs associated with the issuance of leverage would be borne
by the Fund, which will result in a reduction of NAV of the Shares and as a result such costs will be borne by
Shareholders. The fees paid to the Adviser, and thereby to the Sub-Adviser, will be calculated on the basis of the
Fund’s Managed Assets, including any proceeds from leverage, so the fees paid to the Adviser and Sub-Adviser
will be higher when leverage is utilized. Shareholders bear the portion of the investment advisory fee attributable
to the assets purchased with the proceeds of leverage, which means that Shareholders effectively bear the entire
management fee. There can be no assurance that a leveraging strategy will be utilized or, if utilized, will be
successful.

Indebtedness

The Fund’s Declaration of Trust provides that the Board of Trustees may authorize the borrowing of money
by the Fund, without the approval of the holders of the Shares. The Fund may issue notes or other evidences
of indebtedness (including bank borrowings or commercial paper) and may secure any such borrowings by
mortgaging, pledging or otherwise subjecting the Fund’s assets as security.

Under the 1940 Act, the Fund may not incur Indebtedness if, immediately after incurring such
Indebtedness, the Fund would have an asset coverage (as defined in the 1940 Act) of less than 300% (i.e., the
value of the Fund’s total assets less liabilities other than the principal amount represented by Indebtedness must
be at least 300% of the principal amount represented by Indebtedness at the time of issuance). In addition,
the Fund generally is not permitted to declare any cash dividend or other distribution on the Shares unless, at
the time of such declaration and after deducting the amount of such dividend or other distribution, the Fund
maintains asset coverage of 300%. However, the foregoing restriction does not apply with respect to certain types
of Indebtedness of the Fund, including a line of credit or other privately arranged borrowings from a financial
institution. If the Fund utilizes Indebtedness, the Fund intends, to the extent possible, to prepay all or a portion
of the principal amount of any outstanding Indebtedness to the extent necessary to maintain the required asset
coverage. The Fund may also utilize Indebtedness in excess of such limit for temporary purposes such as the
settlement of transactions.

The terms of any such Indebtedness may require the Fund to pay a fee to maintain a line of credit, such as a
commitment fee, or to maintain minimum average balances with a lender. Any such requirements would increase
the cost of such Indebtedness over the stated interest rate. Such lenders would have the right to receive interest
on and repayment of principal of any such Indebtedness, which right will be senior to those of the Shareholders.
Any such Indebtedness may contain provisions limiting certain activities of the Fund, including the payment of
dividends to Shareholders in certain circumstances. Any Indebtedness will likely be ranked senior or equal to all
other existing and future Indebtedness of the Fund. If the Fund utilizes Indebtedness, the Shareholders will bear
the offering costs of the issuance of any Indebtedness.
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Certain types of Indebtedness subject the Fund to covenants in credit agreements relating to asset coverage
and portfolio composition requirements. Certain Indebtedness issued by the Fund also may subject the Fund to
certain restrictions on investments imposed by guidelines of one or more rating agencies, which may issue ratings
for such Indebtedness. Such guidelines may impose asset coverage or portfolio composition requirements that are
more stringent than those imposed by the 1940 Act. It is not anticipated that these covenants or guidelines will
impede the Sub-Adviser from managing the Fund’s portfolio in accordance with the Fund’s investment objective
and policies.

The 1940 Act grants to the lenders to the Fund, under certain circumstances, certain voting rights in the
event of default in the payment of interest on or repayment of principal. Failure to maintain certain asset coverage
requirements could result in an event of default and entitle the debt holders to elect a majority of the Board of
Trustees.

The Fund has no present intention to incur Indebtedness, although it may do so.

Preferred Shares

The Fund’s Declaration of Trust provides that the Board of Trustees may authorize and issue an unlimited
amount of Preferred Shares with rights as determined by the Board of Trustees, by action of the Board of Trustees
without prior approval of the Shareholder.

Under the 1940 Act, the Fund may not issue Preferred Shares if, immediately after issuance, the Fund
would have asset coverage (as defined in the 1940 Act) of less than 200% (i.e., for every dollar of Preferred
Shares outstanding, the Fund is required to have at least two dollars of total assets, including the proceeds of
leverage). The Fund would not be permitted to declare any distribution (unless payable in stock) on its capital
stock or purchase its capital stock unless, at the time of such declaration or purchase, the Fund has an asset
coverage of at least 200% after deducting the amount of such distribution or purchase price, as applicable.

If the Fund has Preferred Shares outstanding, two of the Fund’s Trustees will be elected by the holders of
Preferred Shares voting separately as a class. The remaining Trustees of the Fund will be elected by Shareholders
and preferred shareholders voting together as a single class. In the event dividends on the Preferred Shares are
unpaid in an amount equal to two full years’ dividends on such securities, holders of Preferred Shares would be
entitled to elect a majority of the directors of the Fund (subject to any prior rights, if any, of the holders of any
other class of senior securities outstanding) and continue to be so represented until all dividends in arrears shall
have been paid or otherwise provided for. Additionally, the holders of Preferred Shares would have separate
voting rights for certain matters pursuant to the 1940 Act and the terms of the Preferred Shares.

In addition, as a condition to obtaining ratings on the Preferred Shares, the terms of the Preferred Shares
would be expected to include asset coverage maintenance provisions that would require the redemption of
Preferred Shares in the event of non-compliance by the Fund and might also prohibit dividends and other
distributions on the Shares in such circumstances. In order to meet such redemption requirements, the Fund might
have to liquidate portfolio securities. These liquidations and redemptions would cause the Fund to incur related
transaction costs and could result in capital losses. Prohibitions on dividends and other distributions could impair
the Fund’s ability to qualify as a RIC under the Code.

If the Fund issues Preferred Shares, it may be subject to certain restrictions imposed by guidelines of one or
more ratings agencies that may issue ratings for Preferred Shares issued by the Fund. These guidelines would be
expected to impose asset coverage or portfolio composition requirements that would be more stringent than those
imposed on the Fund by the 1940 Act. It is not anticipated that these covenants or guidelines would impede the
Sub-Adviser from managing the Fund’s portfolio in accordance with its investment objective and policies.

The Fund has no present intention to issue Preferred Shares, although it may do so.
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Derivatives

In addition, the Fund may engage in certain derivatives transactions that have economic characteristics
similar to leverage. Pursuant to Rule 18f-4 under the 1940 Act, the Fund uses derivative transactions in a limited
manner and has adopted policies and procedures designed to manage the Fund’s level of derivatives exposure. As
a result, the Fund’s obligations under such transactions will not be considered indebtedness for purposes of the
1940 Act, including the asset coverage requirements applicable to indebtedness under the 1940 Act.

Leverage Risk

The Fund may use leverage to the maximum extent permitted by the 1940 Act for strategic or tactical
purposes in seeking to achieve its investment objective. In addition, the Fund may borrow to the maximum extent
permitted under the 1940 Act to finance repurchase requests. The Fund expects that such borrowings will be
pursuant to a credit facility, however the Fund currently does not have access to a credit facility and there cannot
be any assurance that the Fund will be able to obtain access to a credit facility.

There can be no assurance that the Adviser’s and the Sub-Adviser’s expectations will be realized or that a
leveraging strategy will be successful in any particular time period. Use of leverage creates an opportunity for
increased income and capital appreciation but, at the same time, creates special risks. Leverage is a speculative
technique that exposes the Fund to greater risk and increased costs than if it were not implemented. There can be
no assurance that a leveraging strategy will be utilized or will be successful.

The use of leverage by the Fund will cause the NAV of the Shares to fluctuate significantly in response
to changes in interest rates and other economic indicators. As a result, the NAV and dividend rate of the Shares
is likely to be more volatile than those of a closed-end management investment company that is not exposed to
leverage. In a declining market the use of leverage may result in a greater decline in the NAV of the Shares than if
the Fund were not leveraged.

Leverage will increase operating costs, which may reduce total return. The Fund will have to pay interest
on its Indebtedness, if any, which may reduce the Fund’s return. This interest expense may be greater than the
Fund’s return on the underlying investment, which would negatively affect the performance of the Fund. Increases
in interest rates that the Fund must pay on its Indebtedness will increase the cost of leverage and may reduce the
return to Shareholders.

Certain types of Indebtedness subject the Fund to covenants in credit agreements relating to asset coverage
and portfolio composition requirements. Certain Indebtedness issued by the Fund also may be subject to certain
restrictions on investments imposed by guidelines of one or more rating agencies, which may issue ratings for
such Indebtedness. These guidelines may impose asset coverage or portfolio composition requirements that are
more stringent than those imposed by the 1940 Act.

The Fund may have leverage outstanding during a shorter-term period during which such leverage may
not be beneficial if the Fund believes that the long-term benefits of such leverage would outweigh the costs and
portfolio disruptions associated with redeeming and reissuing such leverage. However, there can be no assurance
that the Fund’s judgment in weighing such costs and benefits will be correct.

During the time in which the Fund is utilizing leverage, the amount of the fees paid to the Adviser, and
thereby to the Sub-Adviser, for investment advisory services will be higher than if the Fund did not utilize
leverage because the fees paid will be calculated based on the Fund’s Managed Assets, including proceeds of
leverage. This may create a conflict of interest between the Adviser and the Sub-Adviser on the one hand and the
Shareholders, as holders of indebtedness, preferred shares or other forms of leverage do not bear the management
fee. Rather, Shareholders bear the portion of the management fee attributable to assets purchased with the
proceeds of leverage, which means that Shareholders effectively bear the entire management fee. There can be no
assurance that a leveraging strategy will be utilized or, if utilized, will be successful.
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To the extent that the Fund increases its net assets as a result of sales of additional Shares, the Fund will be
required to incur additional financial leverage in order to maintain its then current levels of financial leverage as
a percentage of Managed Assets. There can be no assurance that the Fund will be able to incur such additional
financial leverage or to do so on favorable terms.
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MANAGEMENT OF THE FUND

Board of Trustees

Overall responsibility for management and supervision of the Fund rests with the Board of Trustees
(the “Board” or “Board of Trustees”). The Board of Trustees approves all significant agreements between the
Fund and the companies that furnish the Fund with services, including agreements with the Adviser and the

Sub-Adviser.

Trustees serve until their successors have been duly elected. Following is a list of the names, business
addresses, dates of birth, present positions with the Fund, length of time served with the Fund, principal
occupations during the past five years and other directorships held by each Trustee.

Term of Number of
Office® Portfolios in
and Fund

Name, Business Position(s)  Length of Complex® Other Directorships
Address® and Held Time Principal Occupations Overseen held by Trustee During
Year of Birth with Trust Served During the Past Five Years by Trustee the Past Five Years
INDEPENDENT TRUSTEES:
Danielle Cupps Trustee Trustee Former: Director, Digital Customer 3 None.
Year of Birth: 1970 since 2024  Engagement, McDonald’s Corporation

(2019 —2022); Managing Director, Kinzie

Capital Partners (2018) (private equity);

Managing Director, BLG Capital Advisors

(2016 —2018) (family office); Director,

Finance and Chief of Staff to CFO, Boeing

Company (2006 — 2012); Vice President,

Code Hennessy & Simmons LLC

(2000 — 2005) (private equity); Associate,

Goldman, Sachs & Co. (1998 —2000).
Gregory G. Dingens Trustee Trustee Current: Member, Siena Capital Partners 3 Current: Infusion
Year of Birth: 1964 (Chair of  since 2024 GP LLC (2006 — present) (private Marketing Group, LLC

the Board) investment fund. (2024 — present)
(services to financial

Former: Executive Vice President, service companies).

Monroe Financial Partners, Inc. (2006 —

2024) (investment banking and trading);

Managing Director, Lehman Brothers

(2004 — 2006); Managing Director, Merrill

Lynch (1993 —2003).
Philip G. Franklin Trustee Trustee Former: Chief Financial Officer and 3 Current: TTM Technologies
Year of Birth: 1951 since 2024  Executive Vice President, Littelfuse, Inc. Inc. (2011 — present).

(1998 —2016) (electronics components);

Chief Financial Officer and Vice Former: Chairman,

President, OmniQuip International Tribune Publishing

(1995 — 1998) (construction equipment). Company (Tronc, Inc.)

(2014 —2021).

Scott Craven Jones Trustee Trustee Current: Director, Carne Global Financial 3 Current: Madison Funds
Year of Birth: 1962 since 2024 Services (US) LLC (2013 — present); (2021 — present);

Managing Director, Park Agency, Inc.
(2020 — present).
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(15 portfolios)

(2019 — present); Manager
Directed Portfolios, a

U.S. Bancorp series trust
(13 portfolios)

(2016 — present).

Former: Guestlogix Inc.
(2015 —-2016)
(travel technology).



Term of Number of
Office® Portfolios in
and Fund
Name, Business Position(s)  Length of Complex® Other Directorships
Address® and Held Time Principal Occupations Overseen held by Trustee During
Year of Birth with Trust Served During the Past Five Years by Trustee the Past Five Years
INTERESTED TRUSTEES:
Theodore J. Brombach*  Trustee, Trustee Current: Co-Chief Executive Officer 2 Former: RiverWood Bank
Year of Birth: 1963 President  since 2024  of XAI (2016 — present); Co-Founding (2006 — 2024); Power &
and Chief Partner of XMS Capital Partners, LLC Digital Infrastructure
Executive (2006 — present). Acquisition II Corp.
Officer (Chair of the Board)
Former: Co-Head of Midwest Investment (2021 —2024).
Banking, Managing Director, Founding
Member of Financial Sponsors Group at Power & Digital
Morgan Stanley (1990 — 2006); Analyst, Infrastructure Acquisition
Kidder, Peabody & Co. (1985 — 1988). Corp. (Chair of the Board)
(2020 —2022).
William T. Meyers** Trustee Trustee Current: President of Riivendell Financial 3 None.
Year of Birth: 1966 since 2024  Group, LLC (2021 — present).

Former: Senior Advisor, XAI (2021 —
2023); Senior Managing Director (2017 —
2020), Managing Director (2016 —2017)
of Nuveen Securities, LLC and Nuveen
Fund Advisors, LLC; Senior Vice
President (2010 — 2016) of Nuveen, has
held various positions with Nuveen since
1991.

* Mr. Brombach is an “interested person” of the Fund because of his position as an officer of the Adviser and

certain of its affiliates.

**  Mr. Meyers is an “interested person” of the Fund because of his prior position as a Senior Adviser of the

Adviser.
(1)

60654, unless otherwise noted.
(2) Each Trustee serves an indefinite term.
3)

and XAI Octagon Floating Rate & Alternative Income Trust.

Trustee Qualifications

The business address of each Trustee of the Fund is 321 North Clark Street, Suite 2430, Chicago, Illinois

As of the date hereof, the “Fund Complex” includes the Fund, XAI Madison Equity Premium Income Fund,

The Trustees were selected to serve on the Board based upon their skills, experience, judgment, analytical
ability, diligence, ability to work effectively with other Trustees, availability and commitment to attend meetings
and perform the responsibilities of a Trustee and a willingness to take an independent and questioning view of

management.

The following is a summary of the experience, qualifications, attributes and skills of each Trustee that
support the conclusion, as of the date of this SAI, that each Trustee should serve as a Trustee in light of the Fund’s
business and structure. References to the qualifications, attributes and skills of Trustees do not constitute the
holding out of any Trustee as being an expert under Section 7 of the Securities Act or the rules and regulations of

the SEC.
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Theodore J. Brombach. Mr. Brombach has served as a Trustee of the Fund since its commencement of
operations, and as a trustee of funds in the Fund Complex since 2017. Through his over 30 years of investment
experience in the financial industry, including as Co-Chief Executive Officer of XAI, founding partner of XMS
Capital Partners, LLC, Chairman of Power & Digital Infrastructure Acquisition Corp., Chairman of Power &
Digital Infrastructure Acquisition Corp. II, and Co-Head of Midwest Investment Banking at Morgan Stanley,
Mr. Brombach is experienced in financial, regulatory and investment matters.

Danielle Cupps. Ms. Cupps has served as a Trustee of the Fund since its commencement of operations,
and as a trustee of funds in the Fund Complex since 2017. Through her experience as a Director of CEO &
Financial Communications, at McDonald’s Corporation, Managing Director at Kinzie Capital Partners, a
private equity firm, Managing Director at BLG Capital Advisors, a family office managing a global portfolio of
alternative assets, in various roles, including Director of Corporate and Strategic Development and Chief of Staff
in the Office of the Chief Financial Officer, at Boeing Company, Vice President at Code Hennessy & Simmons
LLC, a private equity firm, and Associate in the private equity funds group at Goldman, Sachs & Co., Ms. Cupps
is experienced in financial, regulatory and investment matters.

Gregory G. Dingens. Mr. Dingens has served as a Trustee of the Fund since its commencement of
operations, and as a trustee of funds in the Fund Complex since 2017. Through his over 25 years of investment
management experience, including as Executive Vice President of Monroe Financial Partners, Inc., Member of
Siena Capital Partners, a private investment fund, director of Qwickrate LLC, and Managing Director at both
Lehman Brothers and Merrill Lynch, Mr. Dingens is experienced in financial, regulatory and investment matters.

Philip G. Franklin. Mr. Franklin has served as a Trustee of the Fund since its commencement of
operations, and as a trustee of funds in the Fund Complex since 2017. Through his experience as Chairman
of Tribune Publishing Company, Chief Financial Officer and Executive Vice President of Littelfuse, Inc. and
Chief Financial Officer and Vice President at OmniQuip International, Mr. Franklin is experienced in financial,
accounting and regulatory matters.

Scott Craven Jones. Mr. Jones has served as a Trustee of the Fund since its commencement of
operations, and as a trustee of funds in the Fund Complex since 2017. Through his experience as a director at
Carne Global Financial Services (US) LLC, Chief Operating Officer, Chief Financial Officer and Treasurer of
Aurora Investment Management LLC, Executive Vice President and Chief Administrative Officer of Calamos
Asset Management, Inc., Managing Director at Northern Trust Global Investments, in various roles at Nuveen
Investments and as a trustee at various other fund complexes, Mr. Jones is experienced in financial, accounting,
regulatory and investment matters.

William T. Meyers. Mr. Meyers has served as a Trustee of the Fund since its commencement of operations,
and as a trustee of funds in the Fund Complex since 2024. Mr. Meyers has more than 35 years of experience
in the investment management industry, and has personally been involved in origination of more than 150
publicly-traded closed end products. Mr. Meyers was previously a Senior Managing Director at Nuveen Securities
and Nuveen Fund Advisors, LLC. Mr. Meyers experience at Nuveen encompassed fund syndication, product
development, and product and leverage management. He has a bachelor’s degree from Marquette University and
an MBA from the University of Chicago Booth School of Business.
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Executive Officers

The following information relates to the executive officers of the Fund who are not Trustees.

Name, Business Term of Office®

Address® and Year of and Length of

Birth Position Time Served Principal Occupations During the Past Five Years
Derek Mullins Chief Financial Officer since  Current: Managing Partner, PINE Advisors LLC (2018 — present).
c/o PINE Advisors LLC Officer and 2023

501 S. Cherry St. Treasurer

Suite 610

Denver, CO 80246
Year of Birth: 1973

Benjamin D. Chief Legal Officer since  Current: General Counsel & Managing Director (2019 — present);
McCulloch Officer and 2023 Chief Compliance Officer (2021 — present), XAl
Year of Birth: 1981 Secretary

Former: Associate, Drinker Biddle & Reath LLP (2015 —2019);
Associate Counsel, First Trust Portfolios LP (2012 — 2015).

Kimberly Ann Flynn Vice President Officer since ~ Current: Managing Director of XAI (2016 — present).

Year of Birth: 1977 2023
Former: Senior Vice President, Head of Product Development (2013 —
2016), Vice President (2009 — 2013), Assistant Vice President (2007 —
2009) and Associate (2004 —2007), Nuveen Investments.

John “Yogi” Spence Vice President Officer since ~ Current: Co-Chief Executive Officer, XAI (2016 — present);

Year of Birth: 1962 2023 Co-Founding Partner, XMS Capital Partners, LLC (2006 — present).
Randi Roessler Chief Officer since  Current: Director, PINE Advisors LLC (2023 — present).

c/o PINE Advisors LLC Compliance 2023

501 S. Cherry St. Officer Former: Chief Compliance Officer Davis Selected Advisers, L.P,
Suite 610 Davis Funds, Selected Funds, the Clipper Fund Trust, the Davis
Denver, CO 80246 Fundamental ETF Trust, and Davis Distributors, LLC (2018 —2023).

Year of Birth: 1981

(1)  The business address of each officer of the Fund is 321 North Clark Street, Suite 2430, Chicago, Illinois
60654, unless otherwise noted.

(2) Officers serve at the pleasure of the Board and until his or her successor is appointed and qualified or until
his or her resignation or removal.

Board Leadership Structure

The primary responsibility of the Board of Trustees is to represent the interests of the Fund and to provide
oversight of the management of the Fund. The Fund’s day-to-day operations are managed by the Adviser and
other service providers who have been approved by the Board. The Board is currently comprised of six Trustees,
four of whom (including the chairperson) are classified under the 1940 Act as “non-interested” persons of the
Fund (“Independent Trustees”) and two of whom are classified as an interested person of the Fund (“Interested
Trustee”). Generally, the Board acts by majority vote of all the Trustees, including a majority vote of the
Independent Trustees if required by applicable law.

The Board has appointed an independent chairperson, Gregory Dingens, who presides at Board meetings
and who is responsible for, among other things, setting the tone of Board meetings and seeking to encourage open
dialogue and independent inquiry among the Trustees and management. The Board meets regularly four times
each year to discuss and consider matters concerning the Fund, and also holds special meetings to address matters
arising between regular meetings. Regular meetings generally take place in-person; other meetings may take
place in-person or by telephone. The Board has established two standing committees (as described below) and has
delegated certain responsibilities to those committees, each of which is comprised solely of Independent Trustees.
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The Board and its committees will meet periodically throughout the year to oversee the Fund’s activities, review
contractual arrangements with service providers, review the Fund’s financial statements, oversee compliance
with regulatory requirements, and review performance. The Independent Trustees are represented by independent
legal counsel at Board and committee meetings and regularly meet outside the presence of Fund management.
The Board has determined that this leadership structure, including an independent chairperson, a supermajority
of Independent Trustees and committee membership limited to Independent Trustees, is appropriate in light of the
characteristics and circumstances of the Fund.

Board Committees

Audit Committee. Danielle Cupps, Gregory Dingens, Philip G. Franklin and Scott C. Jones, who are not
“interested persons” of the Fund, as defined in the 1940 Act, serve on the Fund’s Audit Committee. Scott C. Jones
serves as chairperson of the Audit Committee. The Audit Committee is generally responsible for reviewing and
evaluating issues related to the accounting and financial reporting policies and internal controls of the Fund and,
as appropriate, the internal controls of certain service providers, overseeing the quality and objectivity of the
Fund’s financial statements and the audit thereof and acting as a liaison between the Board of Trustees and the
Fund’s independent registered public accounting firm. The Audit Committee met three (3) times during the past
fiscal year with respect to the Fund.

Governance Committee. Danielle Cupps, Gregory Dingens, Philip G. Franklin and Scott C. Jones,
who are not “interested persons” of the Fund, as defined in the 1940 Act, serve on the Fund’s Governance
Committee. Philip G. Franklin serves as chairperson of the Governance Committee. The Governance Committee
is responsible for recommending qualified candidates to the Board of Trustees in the event that a position is
vacated or created. In considering Trustee nominee candidates, the Governance Committee takes into account a
wide variety of factors, including the overall diversity of the Board’s composition. The Governance Committee
believes the Board generally benefits from diversity of background, experience and views among its members,
and considers this a factor in evaluating the composition of the Board, but has not adopted any specific policy
in this regard. The Governance Committee would consider recommendations by Shareholders if a vacancy were
to exist. Such recommendations should be forwarded to the Secretary of the Fund. The Fund does not have a
standing compensation committee. The Governance Committee met two (2) times during the past fiscal year with
respect to the Fund.

Board’s Role in Risk Oversight

Consistent with its responsibility for oversight of the Fund, the Board, among other things, oversees risk
directly and through the committee structure it has established. The Board has established the Audit Committee
and the Governance Committee to assist in its oversight functions, including its oversight of the risks the Fund
faces. Each committee will report its activities to the Board on a regular basis.

The Board has adopted, and will periodically review, policies, procedures and controls designed to address
different types of risks, including, among others, investment risk, liquidity risk, operational risk, and valuation
risk, as well as the overall business risk relating to the Fund. Under the Board’s supervision, the Fund, the
Adviser, the Sub-Adviser and other service providers to the Fund also have implemented a variety of processes,
procedures and controls to address various risks. In addition, as part of the Board’s periodic review of the Fund’s
investment advisory agreement, sub-advisory agreement and other service provider agreements, the Board may
consider risk management aspects of the service providers’ operations and the functions for which they are
responsible.

The Board has appointed a Chief Compliance Officer (“CCO”). The CCO oversees the development of
compliance policies and procedures of the Fund that are reasonably designed to minimize the risk of violations
of the federal securities laws (“compliance policies”). The CCO reports directly to the Independent Trustees, and
will provide presentations to the Board at its quarterly meetings and an annual report on the application of the
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compliance policies. The Board will discuss relevant risks affecting the Fund with the CCO at these meetings.
The Board has approved the compliance policies and will review the CCO’s reports. Further, the Board will
annually review the effectiveness of the compliance policies, as well as the appointment and compensation of the
CCo.

The Board will require officers of the Fund to report to the Board on a variety of matters at regular and
special meetings of the Board and its committees, as applicable, including matters relating to risk management.
The Audit Committee will also receive reports from the Fund’s independent registered public accounting firm
on internal control and financial reporting matters. In addition, the Board will receive reports from the Adviser
and the Sub-Adviser on the investments and securities trading of the Fund. The Board will also require the
Adviser and the Sub-Adviser to report to the Board on other matters relating to risk management on a regular and
as-needed basis.

Remuneration of Trustees and Officers

Each Trustee who is not an “affiliated person” (as defined in the 1940 Act) of the Adviser or its affiliates
receives as compensation for his services to the Fund an annual retainer and meeting fees. The chairperson of the
Board, if any, and the chairperson of each committee of the Board also receive fees for their services. The annual
retainer and fees for service as chairperson of Board and committees of the Board are allocated among the Fund
and certain other funds in the Fund Complex. Trustees and Officers who are employed by the Adviser receive no
compensation or expense reimbursement from the Fund.

Because the Fund is newly-organized and has not yet completed a full fiscal year of operations, the table
below shows the estimated compensation that is contemplated to be paid to Trustees assuming a full fiscal year of
operations of the Fund.

Total
Pension or Compensation
Aggregate Retirement Estimated from the
Estimated Benefits Accrued Annual Fund and
Compensation as Part of Benefits Upon  Fund Complex®
Name from the Fund Fund Expenses®  Retirement®  Paid to Trustee®
INDEPENDENT TRUSTEES:
Danielle Cupps .. ....ooovvinn.. $ 7,590 None None $ 66,000
Gregory Dingens. . ............... $ 8,740 None None $ 76,000
Philip G. Franklin . ............... $ 8,165 None None $ 71,000
ScottC.Jones . .................. $ 9,603 None None $ 83,000
INTERESTED TRUSTEES:
Theodore J. Brombach® ... ........ None None None None
William T. Meyers® . ............. $ 7,590 None None $ 66,000

(1) The Fund does not accrue or pay retirement or pension benefits to Trustees as of the date of this SAIL.

(2)  As of the date hereof, the “Fund Complex” includes the Fund, XAI Madison Equity Premium Income Fund,
and XAI Octagon Floating Rate & Alternative Income Trust.

(3) Reflects total compensation assuming a full fiscal year of operations for the Fund.

(4) Mr. Brombach is considered an “interested person” of the Fund (as defined in the 1940 Act) because of his
position with the Adviser. As such, he does not receive compensation from the Fund.

(5) Mr. Meyers is considered an “interested person” of the Fund (as defined in the 1940 Act) because of his
former position with the Adviser.
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Trustee Share Ownership

Because the Fund is newly-organized and has not yet completed a full fiscal year of operations, the table
below shows, for each Trustee of the Fund, beneficially owned equity securities of the Fund and all of the
registered investment companies in the family of investment companies overseen by the Trustees in the dollar
range amounts specified below as of December 31, 2024.

Aggregate Dollar Range of Equity
Securities in All Registered Investment

Dollar Range of Companies Overseen by Trustee in

Name Equity Securities in the Fund® Family of Investment Companies®
INDEPENDENT TRUSTEES:

Danielle Cupps . ... ..coovvenn .. None Over $100,000

Gregory Dingens. . ............. None Over $100,000

Philip G. Franklin .. ............ None Over $100,000

ScottC.Jones . ................ None $50,001 — $100,000
INTERESTED TRUSTEES:

Theodore J. Brombach .......... Over $100,000 Over $100,000

William T. Meyers. . ............ None Over $100,000

(1)  As ofthe date of this SAI, there are three funds in the Family of Investment Companies.

(2) The Adviser holds 4,000 Shares of the Trust, purchased to provide the Trust with over $100,000 of net
capital as required by the 1940 Act. Mr. Brombach may be deemed to be a beneficial owner of the Shares
held by the Adviser by virtue of his control over the Adviser.

Indemnification of Officers and Trustees; Limitations on Liability

The governing documents of the Fund provide that the Fund will indemnify its Trustees and officers and
may indemnify its employees or agents against liabilities and expenses incurred in connection with litigation
in which they may be involved because of their positions with the Fund, to the fullest extent permitted by law.
However, nothing in the governing documents of the Fund protects or indemnifies a Trustee, officer, employee
or agent of the Fund against any liability to which such person would otherwise be subject in the event of such
person’s willful misfeasance, bad faith, gross negligence or reckless disregard of the duties involved in the
conduct of his or her position.

Adviser

XA Investments LLC acts as investment adviser to the Fund and is responsible for overseeing the Fund’s
overall investment strategy and its implementation, including the use of leverage by the Fund. XAl is an
investment adviser registered under the Advisers Act and acts as investment adviser to certain other management
investment companies. XAl is a Delaware limited liability company, with its principal offices located at 321
North Clark Street, Suite 2430, Chicago, Illinois 60654. The Adviser is controlled by Theodore J. Brombach,
Co-Chief Executive Officer of XAl and a founding partner of XMS Capital Partners, LLC, and John “Yogi”
Spence, Co-Chief Executive Officer of XAl and a founding partner of XMS Capital Partners, LLC.

XAI was founded by the principals of XMS Capital Partners, LLC in April 2016. The XAl leadership
team believes that the investing public needs better access to a broader range of alternative investment strategies
and managers. XAl sponsors registered investment companies designed to provide investors with access to
institutional caliber alternative investments, by partnering with established alternative asset managers selected
from among numerous alternative credit managers, hedge fund managers and private debt and equity firms to
sub-adviser XAl funds.
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The Adviser will be responsible for the management of the Fund, will furnish offices, necessary facilities
and equipment on behalf of the Fund, will oversee the activities of the Sub-Adviser, will provide personnel,
including certain officers required for the Fund’s administrative management, and will pay the compensation of
all officers and Trustees of the Fund who are its affiliates.

Sub-Adviser

Octagon Credit Investors, LLC acts as investment sub-adviser to the Fund and is responsible for investing
the Fund’s assets. The Sub-Adviser is an investment adviser registered under the Advisers Act. The Sub-Adviser is
a Delaware limited liability company, with its principal offices located at 250 Park Avenue, 15" Floor, New York,
NY 10177.

The Sub-Adviser, under the direction and supervision of the Board of Trustees and the Adviser, will
be responsible for the management of the Fund’s investment portfolio and will provide certain facilities and
personnel related to such management.

The Sub-Adviser is majority-owned by Conning & Company, which is an indirect subsidiary of Generali
Investments Holding, the asset management business of Generali Group, an Italy-based insurance and financial
management firm.

Investment Advisory Agreement

Under the terms of the Fund’s investment advisory agreement between the Fund and the Adviser, dated
January 17, 2024 (the “Advisory Agreement”), the Adviser is responsible for the management of the Fund;
furnishes offices, necessary facilities and equipment on behalf of the Fund; oversees the activities of the
Sub-Adviser and other service providers to the Fund; provides personnel, including certain officers required for
the Fund’s administrative management; and pays the compensation of all officers and Trustees of the Fund who
are its affiliates.

The Advisory Agreement provides for the Fund to pay to the Adviser an annual management fee, payable
monthly in arrears, in an amount equal to 1.50% of the Fund’s average daily Managed Assets. “Managed Assets”
means the total assets of the Fund, including assets attributable to the Fund’s use of leverage, minus the sum of its
accrued liabilities (other than liabilities incurred for the purpose of creating leverage).

The Advisory Agreement will remain in effect for a period of two years, and from year to year thereafter
if approved annually (i) by the Board of Trustees or by the holders of a majority of the Fund’s outstanding voting
securities and (ii) by a majority of the Trustees who are not “interested persons” (as defined in the 1940 Act)
of any party to the Advisory Agreement, by vote cast in person at a meeting called for the purpose of voting
on such approval. The Advisory Agreement terminates automatically on its assignment and may be terminated
without penalty on 60 days written notice at the option of either party thereto or by a vote of a majority of the
Fund’s outstanding shares, which is defined by the 1940 Act as the lesser of (i) 67% or more of the Fund’s voting
securities present at a meeting, if the holders of more than 50% of the Fund’s outstanding voting securities are
present or represented by proxy; or (ii) more than 50% of the Fund’s outstanding voting securities.

The Advisory Agreement provides that, in the absence of willful misfeasance, bad faith, gross negligence or
reckless disregard for its obligations and duties thereunder, the Adviser is not liable for any error or judgment or
mistake of law or for any loss suffered by the Fund.
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Sub-Advisory Agreement

Under the terms of the Fund’s amended and restated investment sub-advisory agreement, among the
Fund, the Adviser and the Sub-Adviser, dated May 16, 2024 (the “Sub-Advisory Agreement”), the Sub-Adviser
manages the investment portfolio of the Fund in accordance with its stated investment objective and policies,
makes investment decisions for the Fund, places orders to purchase and sell securities on behalf of the Fund, all
subject to the supervision and direction of the Board of Trustees and the Adviser.

The Sub-Advisory Agreement provides for the Adviser to pay to the Sub-Adviser a sub-advisory fee,
payable monthly in arrears, out of the management fee received by the Adviser in an amount equal to 70% of the
management fee payable with respect to the Fund’s average daily Managed Assets up to $200 million, 60% of
the management fee payable with respect to the Fund’s average daily Managed Assets in excess of $200 million
but less than $500 million, and 50% of the management fee payable with respect to the Fund’s average daily
Managed Assets in excess of $500 million. “Managed Assets” means the total assets of the Fund, including assets
attributable to the Fund’s use of leverage, minus the sum of its accrued liabilities (other than liabilities incurred
for the purpose of creating leverage).

The Sub-Advisory Agreement will remain in effect for a period of two years, and from year to year
thereafter if approved annually (i) by the Board of Trustees or by the holders of a majority of the Fund’s
outstanding voting securities and (ii) by a majority of the Trustees who are not “interested persons” (as defined
in the 1940 Act) of any party to the Sub-Advisory Agreement, by vote cast in person at a meeting called for the
purpose of voting on such approval. The Sub-Advisory Agreement terminates automatically on its assignment and
may be terminated without penalty on 60 days written notice at the option of either party thereto, by the Board
of Trustees or by a vote of a majority of the Fund’s outstanding shares, which is defined by the 1940 Act as the
lesser of (i) 67% or more of the Fund’s voting securities present at a meeting, if the holders of more than 50% of
the Fund’s outstanding voting securities are present or represented by proxy; or (ii) more than 50% of the Fund’s
outstanding voting securities.

The Sub-Advisory Agreement provides that, in the absence of willful misfeasance, bad faith, gross
negligence or reckless disregard for its obligations and duties thereunder, the Sub-Adviser is not liable for any
error or judgment or mistake of law or for any loss suffered by the Fund.

Portfolio Managers

The Sub-Adviser’s investment process is led by an experienced Investment Committee made up of the
following investment professionals, who are primarily responsible for the day-to-day management of the Fund’s
portfolio: Lauren K. Law, Gretchen M. Lam, Michael B. Nechamkin, Sean M. Gleason and Maegan Gallagher.

Other Accounts Managed by the Portfolio Managers. The following table sets forth information
about funds and accounts other than the Fund for which the portfolio managers are primarily responsible for
the day-to-day portfolio management as of September 30, 2024.

Number of Other Accounts Number of Other Accounts for
Managed by Account Type Which Advisory Fee is Performance-Based
Other Other Other Other
Registered Pooled Registered Pooled
Investment Investment Other Investment Investment Other
Name of Portfolio Manager Companies Vehicles Accounts Companies Vehicles Accounts
Lauren K. Law ........... 1 29 10 0 13 0
Gretchen M Lam.......... 1 0 0 0 15 0
Michael B. Nechamkin . . . . . 1 19 5 0 13 0
Sean M. Gleason.......... 1 20 3 0 13 0
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Assets of Other Accounts Assets of Other Accounts for

by Account Type Which Advisory Fee is Performance-Based
Other Other Other Other
Registered Pooled Registered Pooled
Name of Portfolio Investment Investment Other Investment Investment Other
Manager Companies Vehicles Accounts Companies Vehicles Accounts
Lauren K. Law ........ $747,694,281 $11,007,450,272  $2,137,567,799 $0 $6,978,067,184 $0
Gretchen M Lam. . .. ... $747,694,281 $0 $0 $0 $6,517,664,767 $0
Michael B. Nechamkin .. $747,694,281  $9,154,968,081 $2,137,567,799 $0 $6,757,677,829 $0
Sean M. Gleason. . ... .. $747,694,281  $9,094,961,746 $386,874,426 $0 $6,286,876,352 $0

Potential Conflicts of Interest. In addition to the Fund, the Sub-Adviser manages CLOs, separate accounts
and private funds, which may follow similar, complementary or competing investment objectives, policies or
strategies. Side-by-side management gives rise to a variety of potential and actual conflicts of interest for Octagon
and its employees and affiliates, including, as discussed below, the incentive to favor certain accounts with
performance-based fees or accounts that generate multiple levels of fees (i.e., when fee earning clients invest in
Octagon managed CLOs), accounts with respect to which Octagon receives or retains relatively higher fees, or
accounts in which Octagon and its related persons have a pecuniary interest. Octagon and its affiliates, as well
as their respective personnel, including persons who serve on Octagon’s investment committees, act as portfolio
manager to various clients or are otherwise in a position to influence Octagon’s management, may invest in funds or
may take interests in a fund’s general partner and thus participate in the performance fees or “carried interest” paid
to the general partner by that fund. Octagon also acts as sub-adviser to its affiliate for certain mandates. Accordingly,
Octagon, its affiliate, and their respective personnel, including persons involved in the management of one or more
clients, may have differing pecuniary interests with respect to different clients. These persons may have an incentive
to favor those clients in which they have greater pecuniary interests, including any CLOs in which Octagon or a
majority-owned affiliate is required to hold retention interests pursuant to risk retention regulations.

The Sub-Adviser may have an incentive to allocate investment opportunities based on pecuniary interest.
For certain accounts under management, Octagon and its related persons may: (1) be entitled to a performance
fee; and (2) directly or indirectly maintain investments in one or more funds or accounts. Octagon and certain
of its personnel are also eligible to receive performance-based compensation in their capacity as the investment
manager, general partner or managing member of certain clients. Accordingly, Octagon and its personnel face a
conflict of interest when considering how to allocate investment opportunities among accounts having different
fee structures or pecuniary interests. Through its trade allocation policies and procedures and Code of Ethics,
Octagon seeks to promote fair and equitable treatment of accounts, over time, based on considerations that are
unrelated to pecuniary interests, which mitigate any actual or potential conflict of interest that may exist with
respect to, for example, Octagon’s allocation of time, resources and investment opportunities to the clients that
have performance-based compensation arrangements over those clients that: (1) do not have performance-based
compensation arrangements or, if applicable, (2) are not expected to pay performance-based compensation (e.g.,
with respect to a CLO, when a specified internal rate of return has not been, or is not expected to be, achieved).

Portfolio Manager Compensation. Octagon investment professionals receive a fixed base salary and
annual discretionary bonus, each determined by the Compensation Committee, which is a committee of the Board
of Managers of the Sub-Adviser. The fixed base salary is reviewed periodically and is intended to reflect a base
compensation that is competitive with base salaries provided by similar investment adviser firms in the industry.
The discretionary bonus is determined taking into account the overall performance and profitability of the
Sub-Adviser, and an individual’s contributions and achievement of objectives linked to their function, including
both quantitative performance, and qualitative factors. Portions of the discretionary bonus are paid on a deferred
basis over several years. In addition, certain members of senior management, including the portfolio managers,
own interests in the Sub-Adviser, and therefore participate in the long-term growth and performance of the firm.

Securities Ownership of the Portfolio Managers. Because the Fund is newly-organized, none of the
portfolio managers own shares of the Fund.
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PORTFOLIO TRANSACTIONS

Subject to policies established by the Board of Trustees, the Sub-Adviser is responsible for placing
purchase and sale orders and the allocation of brokerage on behalf of the Fund.

The Sub-Adviser will employ a variety of criteria in selecting brokers to execute trades for the account of
the Fund, and will, at all times, seek best execution of such trades. The Sub-Adviser is responsible for selecting
the broker or dealer used in each investment transaction for the Fund. When a transaction is effected on an
exchange, the Sub-Adviser seeks to use brokers whose commissions it considers to be fair and reasonable without
necessarily determining that the lowest possible commissions are paid in all circumstances. The Sub-Adviser also
considers the relative creditworthiness of counterparties, including brokers and dealers, when choosing a broker
or dealer as counterparty in respect of investment transactions.

The Sub-Adviser does not currently utilize “soft-dollar” arrangements, pursuant to which brokers provide
research services to the Sub-Adviser in return for allocating brokerage transactions. However, the Sub-Adviser
may from time to time receive or be offered research services from brokers at no stated cost or requirement to
execute transactions, and may trade with such brokers.

S-34



DISCLOSURE OF PORTFOLIO HOLDINGS AND RELATED INFORMATION

The Fund has established policies and procedures with respect to the disclosure of portfolio holdings and
other information concerning Fund characteristics (the “Policies”), which are designed to prevent the misuse of
material, non-public information about the Fund.

The Fund will file information regarding its portfolio holdings with the SEC on its Form N-PORT. When
available, the Fund’s annual and semiannual reports on Form N-CSR and certain information filed on
Form N-PORT may be viewed on the SEC’s website (www.sec.gov). The most recent fiscal quarter-end
holdings, when available, may also be viewed on the Fund’s website (www.xainvestments.com/OCTIX). Portfolio
holdings information that is filed with the SEC is posted on the Fund’s website approximately 60 days after
the end of the quarter to which it relates. Portfolio holdings information as of each month end is posted to the
Fund’s website approximately one month after such month end. The Fund also posts information about certain
portfolio characteristics (such as top ten holdings and asset allocation) at least quarterly on the Fund’s website
approximately ten business days after the period and the Fund may also post performance attribution as of a
month end or more frequently if deemed appropriate.

Pursuant to the Policies, information about portfolio holdings of the Fund may also be disclosed as follows:

. Confidential disclosure for a legitimate Fund purpose: Portfolio holdings may be disclosed, from
time to time as necessary, for a legitimate business purpose of the Fund, believed to be in the best
interests of the Fund and its shareholders, provided there is a duty or an agreement that the information
be kept confidential. Any such confidentiality agreement includes provisions intended to impose a
duty not to trade on the non-public information. The Policies permit disclosure of portfolio holdings
information to the following: (1) affiliated and unaffiliated service providers that have a legal or
contractual duty to keep such information confidential, such as employees of the Fund’s investment
adviser, investment sub-adviser, the administrator, custodian, transfer agent, principal underwriter,
etc. described herein and in the Prospectus; (2) other persons who owe a fiduciary or other duty of
trust or confidence to the Fund (such as Fund legal counsel and the independent registered public
accounting firm); or (3) persons to whom the disclosure is made in advancement of a legitimate
business purpose of the Fund and who have expressly agreed in writing to maintain the disclosed
information in confidence and to use it only in connection with the legitimate business purpose
underlying the arrangement. To the extent applicable, such persons may include analytical service
providers engaged by the Adviser or the Sub-Adviser (SS&C Advent, Bloomberg L.P., Evare,

FactSet, McMunn Associates, Inc., MSCI/Barra and The Yield Book, Inc.), proxy evaluation vendors
(Institutional Shareholder Services Inc.), pricing services (Refinitiv Evaluated Pricing Service, WM/
Reuters Information Services and Non-Deliverable Forward Rates Service, IHS Markit, FT Interactive
Data Corp., Securities Evaluations, Inc., SuperDerivatives and StatPro.), which receive information as
needed to price a particular holding, translation services, third-party reconciliation services, lenders
under a credit facility, consultants and other product evaluators, other service providers and, for
purposes of facilitating portfolio transactions, financial intermediaries and other intermediaries. These
entities receive portfolio information on an as needed basis in order to perform the service for which
they are being engaged. If required in order to perform their duties, this information will be provided
in real time or as soon as practical thereafter. Additional categories of disclosure involving a legitimate
business purpose may be added to this list upon the authorization of the Fund’s Board.

. Historical portfolio holdings information: From time to time, the Fund may be requested to provide
historic portfolio holdings information or certain characteristics of portfolio holdings that have
not been made public previously. In such case, the requested information may be provided if: the
information is requested for due diligence or another legitimate purpose; the requested portfolio
holdings or portfolio characteristics are for a period that is no more recent than the date of the
portfolio holdings or portfolio characteristics posted to the Fund’s website; and the dissemination of
the requested information is reviewed and approved in accordance with the Policies.
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The Fund, the Adviser, the Sub-Adviser and the Distributor will not receive any monetary or other
consideration in connection with the disclosure of information concerning the Fund’s portfolio holdings.

The Policies may not be waived, or exception made, without the consent of the Chief Compliance Officer
(“CCO”) of the Fund. The CCO may not waive or make exception to the Policies unless such waiver or exception
is consistent with the intent of the Policies, which is to ensure that disclosure of portfolio information is in the
best interest of Fund shareholders. In determining whether to permit a waiver of or exception to the Policies, the
CCO will consider whether the proposed disclosure serves a legitimate purpose of the Fund, whether it could
provide the recipient with an advantage over Fund shareholders or whether the proposed disclosure gives rise to a
conflict of interest between the Fund’s shareholders and its investment adviser, sub-adviser, principal underwriter
or other affiliated person. The CCO will report all waivers of or exceptions to the Policies to the Board at their
next meeting. The Board may impose additional restrictions on the disclosure of portfolio holdings information at
any time.

The Policies are designed to provide useful information concerning the Fund to existing and prospective
Fund shareholders while at the same time inhibiting the improper use of portfolio holdings information in trading
Fund shares and/or portfolio securities held by the Fund. However, there can be no assurance that the provision of
any portfolio holdings information is not susceptible to inappropriate uses (such as the development of “market
timing” models), particularly in the hands of highly sophisticated investors, or that it will not in fact be used in
such ways beyond the control of the Fund.
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TAX MATTERS

This section and the discussion in the Prospectus (see “Tax Matters”) provide a summary of certain
U.S. federal income tax considerations generally applicable to the Fund, U.S. Shareholders (as defined in the
Prospectus) and Non-U.S. Shareholders (as defined in the Prospectus) that acquire Shares and that hold such
Shares as capital assets within the meaning of the Internal Revenue Code of 1986, as amended (the “Code™)
(generally, property held for investment). The discussion is based upon the Code, U.S. Treasury Regulations,
judicial authorities, published positions of the IRS and other applicable authorities, all as in effect on the date
hereof and all of which are subject to change or differing interpretations (possibly with retroactive effect). This
summary does not address all of the potential U.S. federal income tax consequences that may be applicable to
the Fund or to all categories of investors, some of which may be subject to special tax rules. No ruling has been
or will be sought from the IRS regarding any matter discussed herein. No assurance can be given that the IRS
would not assert, or that a court would not sustain, a position contrary to any of the tax aspects set forth below.
Prospective investors should consult their tax advisors as to the U.S. federal income tax consequences of
acquiring, holding and disposing of Shares, as well as the effects of state, local and non-U.S. tax laws.

Taxation of the Fund

The Fund has elected to be treated, and intends to qualify each year, as a RIC under Subchapter M of the
Code. Accordingly, the Fund must, among other things, (i) derive in each taxable year at least 90% of its gross
income from (a) dividends, interest (including tax-exempt interest), payments with respect to certain securities
loans, and gains from the sale or other disposition of stock, securities or foreign currencies, or other income
(including gain from options, futures and forward contracts) derived with respect to its business of investing in
such stock, securities or foreign currencies and (b) net income derived from interests in “qualified publicly traded
partnerships” (as defined in the Code); and (ii) diversify its holdings so that, at the end of each quarter of each
taxable year (a) at least 50% of the market value of the Fund’s total assets is represented by cash and cash items,
U.S. Government securities, the securities of other RICs and other securities, with such other securities limited,
in respect of any one issuer, to an amount not greater than 5% of the value of the Fund’s total assets and not more
than 10% of the outstanding voting securities of such issuer and (b) not more than 25% of the market value of
the Fund’s total assets is invested in the securities (other than U.S. Government securities and the securities of
other RICs) of (I) any one issuer, (II) any two or more issuers that the Fund controls and that are determined to
be engaged in the same business or similar or related trades or businesses or (III) any one or more “qualified
publicly traded partnerships.” Generally, a qualified publicly traded partnership includes a partnership the
interests of which are traded on an established securities market or readily tradable on a secondary market (or the
substantial equivalent thereof) and that derives less than 90% of its gross income from the items described in (i)
(a) above.

As long as the Fund qualifies as a RIC, the Fund generally will not be subject to U.S. federal income tax
on income and gains that the Fund distributes to its sharecholders, provided that it distributes each taxable year at
least 90% of the sum of (i) the Fund’s investment company taxable income (which includes, among other items,
dividends, interest, the excess of any net short-term capital gain over net long-term capital loss, and other taxable
income, other than any net capital gain (defined below), reduced by deductible expenses) determined without
regard to the deduction for dividends and distributions paid and (ii) the Fund’s net tax-exempt interest (the excess
of its gross tax-exempt interest over certain disallowed deductions) (the “Annual Distribution Requirement”).
The Fund will be subject to income tax at regular corporate rates on any taxable income or gains that it does not
distribute to its shareholders.

The Code imposes a 4% nondeductible excise tax on the Fund to the extent the Fund does not distribute
by the end of any calendar year at least the sum of (i) 98% of its ordinary income (not taking into account any
capital gain or loss) for the calendar year and (ii) 98.2% of its capital gain in excess of its capital loss (adjusted
for certain ordinary losses) for a one-year period generally ending on October 31 of the calendar year (unless
an election is made to use the Fund’s taxable year) (the “Excise Tax Avoidance Requirements”). In addition, the
minimum amounts that must be distributed in any year to avoid the excise tax will be increased or decreased to
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reflect any under-distribution or over-distribution, as the case may be, from the previous year. For purposes of the
excise tax, the Fund will be deemed to have distributed any income on which it paid U.S. federal income tax in
the taxable year ending within the calendar year. While the Fund intends to distribute any income and capital gain
in the manner necessary to minimize imposition of the 4% nondeductible excise tax, there can be no assurance
that sufficient amounts of the Fund’s taxable income and capital gain will be distributed to avoid entirely the
imposition of the excise tax. In that event, the Fund will be liable for the excise tax only on the amount by which
it does not meet the foregoing distribution requirement.

If for any taxable year the Fund does not qualify as a RIC, all of its taxable income (including its net
capital gain, which consists of the excess of its net long-term capital gain over its net short-term capital loss)
will be subject to tax at regular corporate rates without any deduction for distributions to shareholders, and
such distributions will be taxable to the shareholders as ordinary dividends to the extent of the Fund’s current
and accumulated earnings and profits. As described below, such dividends, however, would be eligible (i) to be
treated as “qualified dividend income” in the case of shareholders taxed as individuals and (ii) for the dividends
received deduction in the case of corporate shareholders, subject, in each case, to certain holding period and
other requirements. To qualify again to be taxed as a RIC in a subsequent year, the Fund would generally be
required to distribute to its shareholders its earnings and profits attributable to non-RIC years. If the Fund fails
to qualify as a RIC for a period greater than two taxable years, the Fund may be required to recognize and pay
tax on any net built-in gains with respect to certain of its assets (i.c., the excess of the aggregate gains, including
items of income, over aggregate losses that would have been realized with respect to such assets if the Fund had
been liquidated) or, alternatively, to elect to be subject to taxation on such built-in gain recognized for a period
of five years, in order to qualify as a RIC in a subsequent year. The remainder of this discussion assumes that the
Fund qualifies as a RIC.

Taxation of the Fund’s Investments

Certain of the Fund’s investment practices are subject to special and complex U.S. federal income tax
provisions (including mark-to-market, constructive sale, straddle, wash sale, short sale and other rules) that
may, among other things, (i) disallow, suspend or otherwise limit the allowance of certain losses or deductions,
including the dividends received deduction, (ii) convert lower taxed long-term capital gains or “qualified dividend
income” into higher taxed short-term capital gains or ordinary income, (iii) convert ordinary loss or a deduction
into capital loss (the deductibility of which is more limited), (iv) cause the Fund to recognize income or gain
without a corresponding receipt of cash, (v) adversely affect the time as to when a purchase or sale of stock or
securities is deemed to occur, (vi) adversely alter the characterization of certain complex financial transactions
and (vii) produce income that will not be “qualified” income for purposes of the 90% annual gross income
requirement described above. These U.S. federal income tax provisions could therefore affect the amount, timing
and character of distributions to shareholders. The Fund intends to monitor its transactions and may make certain
tax elections and may be required to dispose of securities to mitigate the effect of these provisions and prevent
disqualification of the Fund as a RIC. Additionally, the Fund may be required to limit its activities in derivative
instruments in order to enable the Fund to maintain its RIC status.

If the Fund acquires shares in a “passive foreign investment company” (a “PFIC”), the Fund may be subject
to U.S. federal income tax on a portion of any “excess distribution” or gain from the disposition of such shares
even if such income is distributed as a taxable dividend by the Fund to shareholders. Additional charges in the
nature of interest may be imposed on the Fund in respect of deferred taxes arising from such distributions or
gains. If the Fund invests in a PFIC and elects to treat the PFIC as a “qualified electing fund” under the Code (a
“QEF”), in lieu of the foregoing requirements, the Fund will be required to include in income each year a portion
of the ordinary earnings and net capital gain of the QEF, even if such income is not distributed to the Fund.
Alternatively, the Fund can elect to mark to market at the end of each taxable year the Fund’s shares in a PFIC;
in this case, the Fund will recognize as ordinary income any increase in the value of such shares, and as ordinary
loss any decrease in such value to the extent it does not exceed prior increases included in income. The Fund’s
ability to make either election will depend on factors beyond the Fund’s control. Under either election, the Fund

S-38



may be required to recognize in a year income in excess of the Fund’s distributions from PFICs and the Fund’s
proceeds from dispositions of PFIC stock during that year, and such income will nevertheless be subject to the
Annual Distribution Requirement and will be taken into account for purposes of the 4% excise tax.

If the Fund holds 10% or more of the shares in a foreign corporation that is treated as a controlled foreign
corporation (“CFC”), the Fund may be treated as receiving a deemed distribution (taxable as ordinary income)
each year from such foreign corporation in an amount equal to the Fund’s pro rata share of the corporation’s
income for the taxable 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 (directly, indirectly or by attribution) 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 its 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 Annual Distribution Requirement and the Excise Tax Avoidance Requirement.

Certain types of income received by the Fund from REITs, real estate mortgage investment conduits
(“REMICs”), taxable mortgage pools or other investments may cause the Fund to designate some or all of its
distributions as “excess inclusion income.” To shareholders such excess inclusion income will (i) constitute
taxable income, as “unrelated business taxable income” (“UBTI”) for those sharecholders who would otherwise
be tax-exempt such as individual retirement accounts, 401(k) accounts, Keogh plans, pension plans and certain
charitable entities, (ii) not be offset against net operating losses for tax purposes, (iii) not be eligible for reduced
U.S. withholding for Non-U.S. Shareholders even from tax treaty countries and (iv) cause the Fund to be subject
to tax if certain “disqualified organizations,” as defined by the Code (which includes charitable remainder trusts),
are shareholders.

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

Certain credit securities acquired by the Fund may be treated as credit securities that were originally issued
at a discount. Generally, the amount of the original issue discount is treated as interest income and is included
in taxable income (and, to the extent allocable to the Fund, is required to be distributed by the Fund in order to
qualify as a RIC or avoid income or excise taxes on undistributed income) over the term of the security, even
though payment of that amount is not received until a later time, usually when the debt instrument matures. If
the Fund purchases a debt instrument on a secondary market at a price lower than its adjusted issue price, the
excess of the adjusted issue price over the purchase price is “market discount.” Unless the Fund makes an election
to accrue market discount on a current basis, generally, any gain realized on the disposition of, and any partial
payment of principal on, a debt instrument having market discount is treated as ordinary income to the extent
the gain, or principal payment, does not exceed the “accrued market discount” on the debt instrument. Market
discount generally accrues in equal daily installments.

The Fund may invest in preferred securities or other securities the U.S. federal income tax treatment of
which may not be clear or may be subject to recharacterization by the IRS. To the extent the tax treatment of such
securities or the income from such securities differs from the tax treatment expected by the Fund, it could affect
the timing or character of income recognized by the Fund, requiring the Fund to purchase or sell securities, or
otherwise change its portfolio, in order to comply with the tax rules applicable to RICs under the Code.
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Gain or loss on the sales of securities by the Fund will generally be long-term capital gain or loss if the
securities have been held by the Fund for more than one year. Gain or loss on the sale of securities held for one
year or less will be short-term capital gain or loss.

Because the Fund may invest in foreign securities, its income from such securities may be subject to
non-U.S. taxes. The Fund does not expect to be eligible to elect to “pass through” to shareholders of the Fund the
ability to use the foreign tax deduction or foreign tax credit allocable to it for foreign taxes paid by the Fund with
respect to qualifying taxes.

Income from options on individual stocks written by the Fund will not be recognized by the Fund for tax
purposes until an option is exercised, lapses or is subject to a “closing transaction” (as defined by applicable
regulations) pursuant to which the Fund’s obligations with respect to the option are otherwise terminated. If the
option lapses without exercise or is otherwise subject to a closing transaction, the premiums received by the Fund
from the writing of such options will generally be characterized as short-term capital gain. If an option written by
the Fund is exercised, the Fund will generally recognize gain or loss depending on the exercise price of the option,
the option premium, and the Fund’s tax basis in the security underlying the option. The character of any gain
or loss on the sale of the underlying security as short-term or long-term capital gain or loss will depend on the
holding period of the Fund in the underlying security. In general, distributions received by U.S. Shareholders of
the Fund that are attributable to short-term capital gains recognized by the Fund from option writing activities of
the Fund will be taxed to such U.S. Shareholders as ordinary income and will not be eligible for the reduced tax
rate applicable to qualified dividend income.

Options on indices of securities and sectors of securities that qualify as “section 1256 contracts” will
generally be “marked-to-market” for U.S. federal income tax purposes. As a result, the Fund will generally
recognize gain or loss on the last day of each taxable year equal to the difference between the value of the option
on that date and the adjusted basis of the option. The adjusted basis of the option will consequently be increased
by such gain or decreased by such loss. Any gain or loss with respect to options on indices and sectors that qualify
as “section 1256 contracts” will be treated as short-term capital gain or loss to the extent of 40% of such gain
or loss and long-term capital gain or loss to the extent of 60% of such gain or loss. Because the mark-to-market
rules may cause the Fund to recognize gain in advance of the receipt of cash, the Fund may be required to dispose
of investments in order to meet its distribution requirements. “Mark-to-market” losses may be suspended or
otherwise limited if such losses are part of a straddle or similar transaction.

Taxation of U.S. Shareholders

The Fund will either distribute or retain for reinvestment all or part of its net capital gain. If any such gain
is retained, the Fund will be subject to regular corporate income tax on such retained amount. In that event, the
Fund may designate the retained amount as undistributed capital gain in a notice to its shareholders, each of
whom, (i) would be required to include in income for U.S. federal income tax purposes as long-term capital gain
its share of such undistributed amounts, (ii) would be entitled to credit its proportionate share of the tax paid by
the Fund against its U.S. federal income tax liability and to claim refunds to the extent that the credit exceeds
such liability and (iii) would increase its basis in its Shares by the amount of undistributed capital gain included
in such shareholder’s gross income net of the tax deemed paid by such shareholder under clause (ii).

Distributions paid to you by the Fund from its net capital gains, if any, that the Fund properly reports as
capital gains dividends (“capital gain dividends”) are taxable as long-term capital gains, regardless of how long
you have held your Shares. All other dividends paid to you by the Fund (including dividends from net short-term
capital gains) from its current or accumulated earnings and profits (“ordinary income dividends”) are generally
subject to tax as ordinary income. Capital gain dividends are not eligible for the dividends received deduction.

Properly reported ordinary income dividends received by corporate holders of Shares generally will be
eligible for the dividends received deduction to the extent that the Fund’s income consists of dividend income
from U.S. corporations and certain holding period and other requirements are satisfied by both the Fund and the
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corporate U.S. Shareholders. In the case of U.S. Shareholders who are individuals, any properly reported ordinary
income dividends that you receive from the Fund will generally be eligible for taxation at the rates applicable

to long-term capital gains to the extent that (i) the ordinary income dividend is attributable to “qualified

dividend income” (i.e., generally dividends paid by U.S. corporations and certain qualified foreign corporations)
received by the Fund, (ii) the Fund satisfies certain holding period and other requirements with respect to the
stock on which such qualified dividend income was paid and (iii) you satisfy certain holding period and other
requirements with respect to your Shares. Dividend income from PFICs and, in general, dividend income from
real estate investment trusts (“REITs”) is not eligible for the reduced rate for qualified dividend income and is
taxed as ordinary income. In addition, for dividends to be eligible for the dividends received deduction or for
reduced rates applicable to individuals, the Fund cannot have an option to sell or be under a contractual obligation
to sell (pursuant to a short sale or otherwise) substantially identical stock or securities. Qualified dividend income
eligible for these special rules is not actually treated as capital gains, however, and thus will not be included in the
computation of your net capital gain and generally cannot be used to offset any capital losses. Due to the nature of
the Fund’s investments, the Fund does not expect that a significant portion of its distributions will be eligible for
the dividends received deduction or for the reduced rates applicable to qualified dividend income.

Under Treasury regulations, for taxable years beginning before January 1, 2026, properly reported dividends
paid by the Fund that are attributable to the Fund’s “qualified REIT dividends” (generally, ordinary income
dividends paid by a REIT, not including capital gain dividends or dividends treated as qualified dividend income)
may be eligible for the 20% deduction described in Section 199A of the Code in the case of non-corporate
U.S. Shareholders, provided that certain holding period and other requirements are met by the shareholder and the
Fund. There can be no assurance as to what portion, if any, of our distributions will qualify for such deduction.
Subject to any future regulatory guidance to the contrary, any distribution attributable to income from the Fund’s
investments in publicly traded partnerships, if any, will not qualify for the 20% deduction that could be available to
a non-corporate U.S. Shareholder were the shareholder to own such partnership interests directly.

Any distributions you receive that are in excess of the Fund’s current and accumulated earnings and profits
will be treated as a tax-deferred return of capital to the extent of your adjusted tax basis in your Shares, and
thereafter as capital gain from the sale of Shares (assuming Shares are held as a capital asset). The amount of any
Fund distribution that is treated as a return of capital will reduce your adjusted tax basis in your Shares, thereby
increasing your potential gain or reducing your potential loss on any subsequent sale or other disposition of your
Shares.

U.S. Shareholders may be entitled to offset their capital gain dividends with capital losses. The Code
contains a number of statutory provisions affecting when capital losses may be offset against capital gain, and
limiting the use of losses from certain investments and activities. Accordingly, shareholders that have capital
losses are urged to consult their tax advisers.

The IRS currently requires a RIC that has two or more classes of shares outstanding to designate to each
such class proportionate amounts of each type of its income (e.g., ordinary income, capital gain dividends,
qualified dividend income) for each tax year based upon the percentage of total dividends distributed to each
class for such year.

Dividends and other taxable distributions are taxable to you even though they are reinvested in additional
Shares of the Fund. Dividends and other distributions paid by the Fund are generally treated under the Code as
received by you at the time the dividend or distribution is made. If, however, the Fund pays you a dividend in
January that was declared in the previous October, November or December and you were the U.S. Shareholder of
record on a specified date in one of such months, then such dividend will be treated for U.S. federal income tax
purposes as being paid by the Fund and received by you on December 31 of the year in which the dividend was
declared. In addition, certain other distributions made after the close of the Fund’s taxable year may be “spilled
back” and treated as paid by the Fund (except for purposes of the 4% nondeductible excise tax) during such
taxable year. In such case, you will be treated as having received such dividends in the taxable year in which the
distributions were actually made.
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The price of Shares purchased at any time may reflect the amount of a forthcoming distribution. Those
purchasing Shares just prior to the record date of a distribution will receive a distribution which will be taxable to
them even as described above though economically it represents in part a return of invested capital.

The Fund will send you information after the end of each year setting forth the amount and tax status of any
distributions paid to you by the Fund.

Except in the case of a repurchase or redemption, the sale or other disposition of Shares (including
in connection with a termination of the Fund) will generally result in capital gain or loss to you and will be
long-term capital gain or loss if you have held such Shares for more than one year at the time of sale. Any loss
upon the sale or other disposition of Shares held for six months or less will be treated as long-term capital loss
to the extent of any capital gain dividends received (including amounts credited as an undistributed capital gain
dividend) by you with respect to such Shares. Any loss you recognize on a sale or other disposition of Shares will
be disallowed if you acquire other Shares (whether through the automatic reinvestment of dividends or otherwise)
within a 61-day period beginning 30 days before and ending 30 days after your sale or exchange of Shares. In
such case, your tax basis in the Shares acquired will be adjusted to reflect the disallowed loss.

In general, a repurchase or redemption of Shares should be treated as a sale or exchange of such shares
under section 302 of the Code, if the repurchase or redemption (a) is “substantially disproportionate” with respect
to the shareholder, (b) results in a “complete redemption” of the shareholder’s interest, or (c) is “not essentially
equivalent to a dividend” with respect to the shareholder. A “substantially disproportionate” distribution generally
requires a reduction of at least 20% in the shareholder’s proportionate interest in the Fund and also requires
the shareholder to own less than 50% of the voting power of all classes entitled to vote immediately after the
repurchase or redemption. A “complete redemption” of a shareholder’s interest generally requires that all Shares
owned by such shareholder be disposed of. A distribution “not essentially equivalent to a dividend” requires that
there be a “meaningful reduction” in the shareholder’s proportionate interest in the Fund, which should result if
the shareholder has a minimal interest in the Fund, exercises no control over Fund affairs and suffers a reduction
in his proportionate interest in the Fund. In determining whether any of these tests has been met, any Shares
actually owned, as well as shares considered to be owned by the shareholder by reason of certain constructive
ownership rules set forth in section 318 of the Code, generally must be taken into account.

If the repurchase or redemption of your Shares meets any of these three tests for “sale or exchange”
treatment, you will recognize gain or loss equal to the difference between the amount of cash and the fair market
value of other property received pursuant to the transaction and the adjusted tax basis of the sold Shares. If none
of the tests described above are met, you may be treated as having received, in whole or in part, a dividend, return
of capital or capital gain, depending on (i) whether there are sufficient earnings and profits to support a dividend
and (ii) your tax basis in the relevant Shares. The tax basis in the sold Shares will be transferred to any remaining
Shares held by you in the Fund. In addition, if the repurchase or redemption of Shares is treated as a “dividend”
to a shareholder, a constructive dividend under certain provisions of the Code may result to a non-selling
shareholder whose proportionate interest in the earnings and assets of the Fund has been increased as a result of
such transaction.

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

Current U.S. federal income tax law taxes both long-term and short-term capital gain of corporations at
the rates applicable to ordinary income. For non-corporate taxpayers, short-term capital gain is currently taxed
at rates applicable to ordinary income while long-term capital gain generally is taxed at reduced maximum rates.
The deductibility of capital losses is subject to limitations under the Code.

Certain U.S. Shareholders who are individuals, estates or trusts and whose income exceeds certain
thresholds will be required to pay a 3.8% Medicare tax on all or a part of their “net investment income,” which
includes dividends received from the Fund and capital gains from the sale or other disposition of Shares.

S-42



Ordinary income dividends, capital gain dividends, and gain on the disposition of Shares also may be
subject to state, local or foreign taxes. Shareholders are urged to consult their tax advisers regarding specific
questions about U.S. federal (including the application of the alternative minimum tax rules), state, local or
foreign tax consequences to them of investing in the Fund.

Taxation of Non-U.S. Shareholders

The following discussion only applies to Non-U.S. Shareholders. Whether an investment in Shares is
appropriate for a Non-U.S. Shareholder will depend upon that Non-U.S. Shareholder’s particular circumstances.
An investment in Shares by a Non-U.S. Shareholder may have adverse tax consequences. Non-U.S. Shareholders
should consult their tax advisors before investing in our Shares.

A Non-U.S. Shareholder generally will be subject to U.S. federal withholding tax at the rate of 30% (or
possibly a lower rate provided by an applicable tax treaty) on ordinary income dividends (except as discussed
below). In general, U.S. federal withholding tax and U.S. federal income tax will not apply to any gain or income
realized by a Non-U.S. Shareholder in respect of any distribution of net capital gain (including amounts credited
as an undistributed capital gain dividend) or upon the sale or other disposition of Shares of the Fund. Different
tax consequences may result if the Non-U.S. Shareholder is engaged in a trade or business in the United States or,
in the case of an individual, is present in the United States for 183 days or more during a taxable year and certain
other conditions are met.

Dividends properly reported by the Fund are generally exempt from U.S. federal withholding tax where
they (i) are paid in respect of the Fund’s “qualified net interest income” (generally, the Fund’s U.S.-source interest
income, other than certain contingent interest and interest from obligations of a corporation or partnership
in which the Fund is at least a 10% shareholder, reduced by expenses that are allocable to such income) or
(i1) are paid in respect of the Fund’s “qualified short-term capital gains” (generally, the excess of the Fund’s
net short-term capital gain over the Fund’s long-term capital loss for such taxable year). Depending on its
circumstances, the Fund may report all, some or none of its potentially eligible dividends as such qualified
net interest income or as qualified short-term capital gains, and/or treat such dividends, in whole or in part,
as ineligible for this exemption from withholding. In order to qualify for this exemption from withholding, a
Non-U.S. Shareholder needs to comply with applicable certification requirements relating to its non-U.S. status
(including, in general, furnishing an IRS Form W-8BEN, W-8BEN-E or substitute Form). In the case of
Shares held through an intermediary, the intermediary may withhold even if the Fund reports the payment as
qualified net interest income or qualified short-term capital gain. Non-U.S. Shareholders should contact their
intermediaries with respect to the application of these rules to their accounts. There can be no assurance as to
what portion of the Fund’s distributions will qualify for favorable treatment as qualified net interest income or
qualified short-term capital gains.

If the Fund distributes its net capital gains in the form of deemed rather than actual distributions,
a Non-U.S. Shareholder will be entitled to a U.S. federal income tax credit or tax refund equal to the
Non-U.S. Shareholder’s allocable share of the tax that the Fund pays on the capital gains deemed to have been
distributed. In order to obtain the refund, the Non-U.S. Shareholder must obtain a U.S. taxpayer identification
number and file a federal income tax return even if the Non-U.S. Shareholder is not otherwise required to obtain a
U.S. taxpayer identification number or file a federal income tax return. For a Non-U.S. Shareholder, distributions
(both actual and deemed), and gains realized upon the sale of Shares that are effectively connected with a
U.S. trade or business (or, where an applicable treaty applies, are attributable to a permanent establishment in the
United States) will generally be subject to U.S. federal income tax at the rates applicable to U.S. persons and for a
corporate Non-U.S. Shareholder may, under certain circumstances, be subject to an additional “branch profits tax’
at a 30% rate (or at a lower rate if provided for by an applicable tax treaty). Accordingly, investment in Shares
may not be appropriate for certain Non-U.S. Shareholders.

i
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In addition, withholding at a rate of 30% is required on dividends in respect of Shares held by or through
certain foreign financial institutions (including investment funds), unless such institution enters into an agreement
with the Secretary of the Treasury to report, on an annual basis, information with respect to interests in, and
accounts maintained by, the institution to the extent such interests or accounts are held by certain U.S. persons
and by certain non-U.S. entities that are wholly or partially owned by U.S. persons and to withhold on certain
payments. Accordingly, the entity through which Shares are held will affect the determination of whether such
withholding is required. Similarly, dividends in respect of Shares held by an investor that is a non-financial
non-U.S. entity that does not qualify under certain exemptions will be subject to withholding at a rate of
30%, unless such entity either (i) certifies to the applicable withholding agent that such entity does not have
any “substantial United States owners” or (ii) provides certain information regarding the entity’s “substantial
United States owners,” which the applicable withholding agent will in turn provide to the Secretary of the
Treasury. The Fund will not pay any additional amounts to shareholders in respect of any amounts withheld. An
intergovernmental agreement between the United States and an applicable foreign country, or future Treasury
regulations or other guidance, may modify these requirements. Shareholders are encouraged to consult their tax
advisors regarding the possible implications of the legislation on their investment in Shares.
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GENERAL INFORMATION

Proxy Voting Policy and Procedures and Proxy Voting Record

The Sub-Adviser will be responsible for voting proxies on securities held in the Fund’s portfolio. The
Sub-Adviser’s Proxy Voting Policy and Procedures are included as Appendix B to this Statement of Additional
Information.

Information on how the Fund voted proxies relating to portfolio securities during the most recent
twelve-month period ended September 30 will be available without charge, upon request, by calling
(888) 903-3358 or by visiting the Fund’s website at www.xainvestments.com. This information is also available on
the SEC’s website at www.sec.gov.

Control Persons and Principal Holders of Securities

Control persons are persons deemed to control the applicable Fund because they own beneficially over 25%
of the applicable Fund’s outstanding equity securities. Principal holders are persons that own beneficially 5% or
more of the Fund’s outstanding equity securities.

The following tables provide the name, address and percentage of ownership of any person who owned of
record or beneficially 5% or more of the outstanding shares of the applicable Funds as of December 31, 2024:

Class A Shares

Percent of
Name and Address Ownership
WELLS FARGO CLEARING
ONE NORTH JEFFERSON AVENUE
SAINT LOUIS, MO 63103 5.87%
Class I Shares

Percent of
Name and Address Ownership
WELLS FARGO BANK NA
420 MONTGOMERY STREET, 11TH FLOOR
SAN FRANCISCO, CA 94104 30.06%
WELLS FARGO BANK NA
13625 CALIFORNIA ST
OMAHA, NE 68154 8.93%
OCTAGON CREDIT INVESTORS, LLC
250 PARK AVENUE, FLOOR 15
NEW YORK, NY 10177 14.20%

Independent Registered Public Accounting Firm

Cohen & Company, Ltd., Cleveland, Ohio, is the independent registered public accounting firm of the
Fund. The independent registered public accounting firm is expected to render an opinion annually on the
financial statements and financial highlights of the Fund. The Fund’s audited financial statements appearing in
this SATI and the report of thereon, have been included in this SAI in reliance upon the report of such firm given
upon their authority as experts in accounting and auditing.
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Codes of Ethics

The Fund, the Adviser and the Sub-Adviser each have adopted its own code of ethics. The codes of ethics
sets forth restrictions on the trading activities of Trustees/directors, officers and employees of the Fund, the
Adviser and the Sub-Adviser and their affiliates, as applicable. The codes of ethics of the Fund, the Adviser and
the Sub-Adviser are on file with the SEC and can be reviewed and copied at the SEC’s Public Reference Room
in Washington, D.C. Information on the operation of the Public Reference Room may be obtained by calling the
SEC at (202) 551-8090. The codes of ethics are also available on the EDGAR Database on the SEC’s Internet site
at www.sec.gov, and copies of the code of ethics may be obtained, after paying a duplicating fee, by electronic
request at the following email address: publicinfo@sec.gov, or by writing the SEC’s Public Reference Section,
Washington, D.C. 20549-0102.

Where You Can Find More Information

The Fund is subject to the informational requirements of the Securities Exchange Act of 1934 (the
“Exchange Act”) and the 1940 Act and in accordance therewith files, or will file, reports and other information
with the SEC. Reports, proxy statements and other information filed by the Fund with the SEC pursuant to the
informational requirements of the Exchange Act and the 1940 Act can be inspected and copied at the public
reference facilities maintained by the SEC, 100 F Street, N.E., Washington, D.C. 20549. The SEC maintains a
web site at www.sec.gov containing reports, proxy and information statements and other information regarding
registrants, including the Fund, that file electronically with the SEC.

This Statement of Additional Information constitutes part of a Registration Statement filed by the Fund
with the SEC under the Securities Act, and the 1940 Act. This Statement of Additional Information omits certain
of the information contained in the Registration Statement, and reference is hereby made to the Registration
Statement and related exhibits for further information with respect to the Fund and the Shares offered hereby.
Any statements contained herein concerning the provisions of any document are not necessarily complete, and,
in each instance, reference is made to the copy of such document filed as an exhibit to the Registration Statement
or otherwise filed with the SEC. Each such statement is qualified in its entirety by such reference. The complete
Registration Statement may be obtained from the SEC upon payment of the fee prescribed by its rules and
regulations or free of charge through the SEC’s website (www.sec.gov).

The Fund will provide without charge to each person, including any beneficial owner, to whom this SAI
is delivered, upon written or oral request, a copy of any and all of the information that has been incorporated
by reference in this SAI or the Prospectus. You may request such information by calling (888) 903-3358 or by
writing to XA Investments at 321 North Clark Street, Suite 2430, Chicago, Illinois 60654, or you may obtain
a copy (and other information regarding the Fund) from the SEC’s website (www.sec.gov). Free copies of the
Fund’s Prospectus, SAI and any incorporated information will also be available from the Fund’s website at
www.xainvestments.com. Information contained on the Fund’s website is not incorporated by reference into this
SAI or the Prospectus and should not be considered to be part of this SAI or the Prospectus.
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FINANCIAL STATEMENTS

The Fund’s audited financial statements for the period ended September 30, 2024 and the related report of
its independent registered public accounting firm, Cohen & Company, Ltd., are available in the Fund’s annual
report for the year ended September 30, 2024 (the “Annual Report”) and are incorporated by reference into this
Statement of Additional Information. No other part of the Annual Report is incorporated herein. The Annual
Report, which contains the referenced financial statements, is available upon request and without charge, and was
filed electronically with the SEC on Form N-CSR on December 3, 2024.
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Appendix A
DESCRIPTION OF SECURITIES RATINGS

Moody’s Investors Service Inc.

9,99

A brief description of the applicable Moody’s Investors Service, Inc. (“Moody’s”) rating symbols and their
meanings (as published by Moody’s) follows:

Global Rating Scales

Ratings assigned on Moody’s global long-term and short-term rating scales are forward-looking opinions of the
relative credit risks of financial obligations issued by non-financial corporates, financial institutions, structured
finance vehicles, project finance vehicles, and public sector entities. Long-term ratings are assigned to issuers
or obligations with an original maturity of one year or more and reflect both on the likelihood of a default on
contractually promised payments and the expected financial loss suffered in the event of default. Short-term
ratings are assigned to obligations with an original maturity of thirteen months or less and reflect both on the
likelihood of a default on contractually promised payments.

Moody’s differentiates structured finance ratings from fundamental ratings (i.e., ratings on nonfinancial
corporate, financial institution, and public sector entities) on the global long-term scale by adding (sf) to all
structured finance ratings. The addition of (sf) to structured finance ratings should eliminate any presumption
that such ratings and fundamental ratings at the same letter grade level will behave the same. The (sf) indicator
for structured finance security ratings indicates that otherwise similarly rated structured finance and fundamental
securities may have different risk characteristics. Through its current methodologies, however, Moody’s aspire to
achieve broad expected equivalence in structured finance and fundamental rating performance when measured
over a long period of time.

Global Long-Term Rating Scale

Aaa Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level of credit risk.
Aa Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.

A Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.

Baa Obligations rated Baa are judged to be medium-grade and subject to moderate credit risk and as such
may possess certain speculative characteristics.

Ba Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.
B Obligations rated B are considered speculative and are subject to high credit risk.
Caa Obligations rated Caa are judged to be of poor standing and are subject to very high credit risk.

Ca Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of
recovery of principal and interest.

C Obligations rated C are the lowest-rated class of bonds and are typically in default, with little prospect
for recovery of principal or interest.
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Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through
Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; the
modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that generic
rating category. Additionally, a “(hyb)” indicator is appended to all ratings of hybrid securities issued by banks,
insurers, finance companies, and securities firms.*

* By their terms, hybrid securities allow for the omission of scheduled dividends, interest, or principal
payments, which can potentially result in impairment if such an omission occurs. Hybrid securities may
also be subject to contractually allowable write-downs of principal that could result in impairment.
Together with the hybrid indicator, the long-term obligation rating assigned to a hybrid security is an
expression of the relative credit risk associated with that security.

Medium-Term Note Program Ratings

Moody’s assigns provisional ratings to medium-term note (MTN) programs and definitive ratings to the individual
debt securities issued from them (referred to as drawdowns or notes).

MTN program ratings are intended to reflect the ratings likely to be assigned to drawdowns issued from the
program with the specified priority of claim (e.g., senior or subordinated). To capture the contingent nature of a
program rating, Moody’s assigns provisional ratings to MTN programs. A provisional rating is denoted by a (P) in
front of the rating and is defined elsewhere in this document.

The rating assigned to a drawdown from a rated MTN or bank/deposit note program is definitive in nature, and
may differ from the program rating if the drawdown is exposed to additional credit risks besides the issuer’s
default, such as links to the defaults of other issuers, or has other structural features that warrant a different rating.
In some circumstances, no rating may be assigned to a drawdown.

Moody’s encourages market participants to contact Moody’s Ratings Desks or visit www.moodys.com directly if
they have questions regarding ratings for specific notes issued under a medium-term note program. Unrated notes
issued under an MTN program may be assigned an NR (not rated) symbol.

Global Short-Term Rating Scale

P-1 Ratings of Prime-1 reflect a superior ability to repay short-term obligations.

P-2 Ratings of Prime-2 reflect a strong ability to repay short-term obligations.

P-3 Ratings of Prime-3 reflect an acceptable ability to repay short-term obligations.

NP Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories.

Standard & Poor’s

A brief description of the applicable Standard & Poor’s rating symbols and their meanings (as published by S&P
Global Ratings) follows:

Issue Credit Ratings Definitions

An S&P Global Ratings issue credit rating is a forward-looking opinion about the creditworthiness of an obligor
with respect to a specific financial obligation, a specific class of financial obligations, or a specific financial
program (including ratings on medium-term note programs and commercial paper programs). It takes into
consideration the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the obligation
and takes into account the currency in which the obligation is denominated. The opinion reflects S&P Global
Ratings’ view of the obligor’s capacity and willingness to meet its financial commitments as they come due, and
this opinion may assess terms, such as collateral security and subordination, which could affect ultimate payment
in the event of default.
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Issue credit ratings can be either long-term or short-term. Short-term issue credit ratings are generally assigned to
those obligations considered short-term in the relevant market, typically with an original maturity of no more than
365 days. Short-term issue credit ratings are also used to indicate the creditworthiness of an obligor with respect to
put features on long-term obligations. S&P Global Ratings would typically assign a long-term issue credit rating to
an obligation with an original maturity of greater than 365 days. However, the ratings S&P Global Ratings assigns
to certain instruments may diverge from these guidelines based on market practices. Medium-term notes are
assigned long-term ratings.

Long-Term Issue Credit Ratings

Issue credit ratings are based, in varying degrees, on S&P Global Ratings’ analysis of the following
considerations:

. The likelihood of payment — the capacity and willingness of the obligor to meet its financial
commitment on an obligation in accordance with the terms of the obligation;

. The nature of and provisions of the financial obligation, and the promise we impute; and

. The protection afforded by, and relative position of, the obligation in the event of a bankruptcy,
reorganization, or other arrangement under the laws of bankruptcy and other laws affecting creditors’
rights.

An issue rating is an assessment of default risk but may incorporate an assessment of relative seniority or ultimate
recovery in the event of default. Junior obligations are typically rated lower than senior obligations, to reflect
lower priority in bankruptcy, as noted above. (Such differentiation may apply when an entity has both senior

and subordinated obligations, secured and unsecured obligations, or operating company and holding company
obligations.)

AAA  An obligation rated ‘AAA’ has the highest rating assigned by S&P Global Ratings. The obligor’s capacity
to meet its financial commitments on the obligation is extremely strong.

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

A An obligation rated ‘A’ is somewhat more susceptible to the adverse effects of changes in circumstances
and economic conditions than obligations in higher-rated categories. However, the obligor’s capacity to
meet its financial commitments on the obligation is still strong.

BBB  An obligation rated ‘BBB’ exhibits adequate protection parameters. However, adverse economic
conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to
meet its financial commitments on the obligation.

BB, B, CCC, CC, and C

Obligations rated ‘BB’, ‘B’, ‘CCC’, ‘CC’, and ‘C’ are regarded as having significant speculative
characteristics. ‘BB’ indicates the least degree of speculation and ‘C’ the highest. While such obligations
will likely have some quality and protective characteristics, these may be outweighed by large
uncertainties or major exposures to adverse conditions.

BB An obligation rated ‘BB’ is less vulnerable to nonpayment than other speculative issues. However, it
faces major ongoing uncertainties or exposure to adverse business, financial, or economic conditions
which could lead to the obligor’s inadequate capacity to meet its financial commitments on the
obligation.
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cCcC

CcC

An obligation rated ‘B’ is more vulnerable to nonpayment than obligations rated ‘BB’, but the obligor
currently has the capacity to meet its financial commitments on the obligation. Adverse business,
financial, or economic conditions will likely impair the obligor’s capacity or willingness to meet its
financial commitments on the obligation.

An obligation rated ‘CCC’ is currently vulnerable to nonpayment, and is dependent upon favorable
business, financial, and economic conditions for the obligor to meet its financial commitments on the
obligation. In the event of adverse business, financial, or economic conditions, the obligor is not likely to
have the capacity to meet its financial commitments on the obligation.

An obligation rated ‘CC’ is currently highly vulnerable to nonpayment. The ‘CC’ rating is used when a
default has not yet occurred but S&P Global Ratings expects default to be a virtual certainty, regardless
of the anticipated time to default.

An obligation rated ‘C’ is currently highly vulnerable to nonpayment, and the obligation is expected to
have lower relative seniority or lower ultimate recovery compared to obligations that are rated higher.

An obligation rated ‘D’ is in default or in breach of an imputed promise. For non-hybrid capital
instruments, the ‘D’ rating category is used when payments on an obligation are not made on the date
due, unless S&P Global Ratings believes that such payments will be made within the next five business
days in the absence of a stated grace period or within the earlier of the stated grace period or 30 calendar
days. The ‘D’ rating also will be used upon the filing of a bankruptcy petition or the taking of similar
action and where default on an obligation is a virtual certainty, for example due to automatic stay
provisions. A rating on an obligation is lowered to ‘D’ if it is subject to a distressed debt restructuring.

Plus (+) or minus (-)

NR

The ratings from ‘AA’ to ‘CCC’ may be modified by the addition of a plus (+) or minus (-) sign to show
relative standing within the major rating categories.

NR indicates that a rating has not been assigned or is no longer assigned.

Short-Term Issue Credit Ratings

A-1

A-2

A short-term obligation rated ‘A-1’ is rated in the highest category by S&P Global Ratings. The obligor’s
capacity to meet its financial commitments on the obligation is strong. Within this category, certain
obligations are designated with a plus sign (+). This indicates that the obligor’s capacity to meet its
financial commitments on these obligations is extremely strong.

A short-term obligation rated ‘A-2’ is somewhat more susceptible to the adverse effects of changes
in circumstances and economic conditions than obligations in higher rating categories. However, the
obligor’s capacity to meet its financial commitments on the obligation is satisfactory.

A short-term obligation rated ‘A-3’ exhibits adequate protection parameters. However, adverse economic
conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to
meet its financial commitments on the obligation.

A short-term obligation rated ‘B’ is regarded as vulnerable and has significant speculative characteristics.
The obligor currently has the capacity to meet its financial commitments; however, it faces major
ongoing uncertainties which could lead to the obligor’s inadequate capacity to meet its financial
commitments.

A short-term obligation rated ‘C’ is currently vulnerable to nonpayment and is dependent upon favorable
business, financial, and economic conditions for the obligor to meet its financial commitment on the
obligation.
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D A short-term obligation rated ‘D’ is in default or in breach of an imputed promise. For non-hybrid
capital instruments, the ‘D’ rating category is used when payments on an obligation are not made on
the date due, unless S&P Global Ratings believes that such payments will be made within any stated
grace period. However, any stated grace period longer than five business days will be treated as five
business days. The ‘D’ rating also will be used upon the filing of a bankruptcy petition or the taking of a
similar action and where default on an obligation is a virtual certainty, for example due to automatic stay
provisions. A rating on an obligation is lowered to ‘D’ if it is subject to a distressed debt restructuring.

SPUR (Standard & Poor’s Underlying Rating)

A SPUR is an opinion about the stand-alone capacity of an obligor to pay debt service on a credit-enhanced debt
issue, without giving effect to the enhancement that applies to it. These ratings are published only at the request
of the debt issuer or obligor with the designation SPUR to distinguish them from the credit-enhanced rating that
applies to the debt issue. S&P Global Ratings maintains surveillance of an issue with a published SPUR.

Dual Ratings

Dual ratings may be assigned to debt issues that have a put option or demand feature. The first component of the
rating addresses the likelihood of repayment of principal and interest as due, and the second component of the
rating addresses only the demand feature. The first component of the rating can relate to either a short-term or
long-term transaction and accordingly use either short-term or long-term rating symbols. The second component
of the rating relates to the put option and is assigned a short-term rating symbol (for example, ‘AAA/A-1+" or
‘A-1+/A-1). With U.S. municipal short-term demand debt, the U.S. municipal short-term note rating symbols are
used for the first component of the rating (for example, ‘SP-1+/A-1+").

Fitch Ratings
Long-Term Credit Ratings

Rated entities in a number of sectors, including financial and non-financial corporations, sovereigns, insurance
companies and certain sectors within public finance, are generally assigned Issuer Default Ratings (“IDRs”).
IDRs are also assigned to certain entities or enterprises in global infrastructure, project finance and public finance.
IDRs opine on an entity’s relative vulnerability to default (including by way of a distressed debt exchange) on
financial obligations. The threshold default risk addressed by the IDR is generally that of the financial obligations
whose non-payment would best reflect the uncured failure of that entity. As such, IDRs also address relative
vulnerability to bankruptcy, administrative receivership or similar concepts.

In aggregate, IDRs provide an ordinal ranking of issuers based on the agency’s view of their relative vulnerability
to default, rather than a prediction of a specific percentage likelihood of default.

AAA:  Highest credit quality. ‘AAA’ ratings denote the lowest expectation of default risk. They are assigned
only in cases of exceptionally strong capacity for payment of financial commitments. This capacity is
highly unlikely to be adversely affected by foreseeable events.

AA: Very high credit quality. ‘AA’ ratings denote expectations of very low default risk. They indicate very
strong capacity for payment of financial commitments. This capacity is not significantly vulnerable to
foreseeable events.

A: High credit quality. ‘A’ ratings denote expectations of low default risk. The capacity for payment of
financial commitments is considered strong. This capacity may, nevertheless, be more vulnerable to
adverse business or economic conditions than is the case for higher ratings.

BBB:  Good credit quality. ‘BBB’ ratings indicate that expectations of default risk are currently low. The
capacity for payment of financial commitments is considered adequate, but adverse business or
economic conditions are more likely to impair this capacity.
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BB:

CCC:

CC:

RD:

D:

Speculative. ‘BB’ ratings indicate an elevated vulnerability to default risk, particularly in the event
of adverse changes in business or economic conditions over time; however, business or financial
flexibility exists that supports the servicing of financial commitments.

Highly speculative. ‘B’ ratings indicate that material default risk is present, but a limited margin of
safety remains. Financial commitments are currently being met; however, capacity for continued
payment is vulnerable to deterioration in the business and economic environment.

Substantial credit risk. Default is a real possibility.
Very high levels of credit risk. Default of some kind appears probable.

Near default. A default or default-like process has begun, or the issuer is in standstill, or for a closed
funding vehicle, payment capacity is irrevocably impaired. Conditions that are indicative of a ‘C’
category rating for an issuer include:

. the issuer has entered into a grace or cure period following non-payment of a material financial
obligation;
. the issuer has entered into a temporary negotiated waiver or standstill agreement following a

payment default on a material financial obligation;
. the formal announcement by the issuer or their agent of a distressed debt exchange;

. a closed financing vehicle where payment capacity is irrevocably impaired such that it is not
expected to pay interest and/or principal in full during the life of the transaction, but where no
payment default is imminent

Restricted default. ‘RD’ ratings indicate an issuer that in Fitch Ratings’ opinion has experienced:

. an uncured payment default or distressed debt exchange on a bond, loan or other material
financial obligation, but

. has not entered into bankruptcy filings, administration, receivership, liquidation or other formal
winding-up,

. has not otherwise ceased operating. This would include:
. the selective payment default on a specific class or currency of debt;
. the uncured expiry of any applicable grace period, cure period or default forbearance

period following a payment default on a bank loan, capital markets security or other
material financial obligation;

. the extension of multiple waivers or forbearance periods upon a payment default on one
or more material financial obligations, either in series or in parallel; ordinary execution of
a distressed debt exchange on one or more material financial obligations.

Default. ‘D’ ratings indicate an issuer that in Fitch Ratings’ opinion has entered into bankruptcy filings,
administration, receivership, liquidation or other formal winding-up procedure or that has otherwise
ceased business.

Default ratings are not assigned prospectively to entities or their obligations; within this context, non-payment on
an instrument that contains a deferral feature or grace period will generally not be considered a default until after
the expiration of the deferral or grace period, unless a default is otherwise driven by bankruptcy or other similar
circumstance, or by a distressed debt exchange.
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In all cases, the assignment of a default rating reflects the agency’s opinion as to the most appropriate rating
category consistent with the rest of its universe of ratings and may differ from the definition of default under the
terms of an issuer’s financial obligations or local commercial practice.

“Imminent” default, categorized under ‘C’, typically refers to the occasion where a payment default has been
intimated by the issuer and is all but inevitable. This may, for example, be where an issuer has missed a scheduled
payment but (as is typical) has a grace period during which it may cure the payment default. Another alternative
would be where an issuer has formally announced a distressed debt exchange, but the date of the exchange still
lies several days or weeks in the immediate future.

The modifiers “+” or “-” may be appended to a rating to denote relative status within major rating categories. For
example, the rating category ‘AA’ has three notch-specific rating levels (‘AA+’; ‘AA’; ‘AA-’; each a rating level).
Such suffixes are not added to ‘AAA’ ratings and ratings below the ‘CCC’ category.

Recovery Ratings

Recovery Ratings are assigned to selected individual securities and obligations, most frequently for individual
obligations of corporate finance issuers with IDRs in speculative grade categories.

Among the factors that affect recovery rates for securities are the collateral, the seniority relative to other
obligations in the capital structure (where appropriate), and the expected value of the company or underlying
collateral in distress.

The Recovery Rating scale is based on the expected relative recovery characteristics of an obligation upon the
curing of a default, emergence from insolvency or following the liquidation or termination of the obligor or its
associated collateral.

Recovery Ratings are an ordinal scale and do not attempt to precisely predict a given level of recovery. As a
guideline in developing the rating assessments, the agency employs broad theoretical recovery bands in its ratings
approach based on historical averages and analytical judgement, but actual recoveries for a given security may
deviate materially from historical averages.

RRI1: Outstanding recovery prospects given default. ‘RR 1’ rated securities have characteristics consistent with
securities historically recovering 91%-100% of current principal and related interest.

RR2: Superior recovery prospects given default. ‘RR2’ rated securities have characteristics consistent with
securities historically recovering 71%-90% of current principal and related interest.

RR3: Good recovery prospects given default. ‘RR3’ rated securities have characteristics consistent with
securities historically recovering 51%-70% of current principal and related interest.

RR4: Average recovery prospects given default. ‘RR4’ rated securities have characteristics consistent with
securities historically recovering 31%-50% of current principal and related interest.

RRS: Below average recovery prospects given default. ‘RRS’ rated securities have characteristics consistent
with securities historically recovering 11%-30% of current principal and related interest.

RR6: Poor recovery prospects given default. ‘RR6’ rated securities have characteristics consistent with
securities historically recovering 0%-10% of current principal and related interest.

Short-Term Ratings Assigned to Issuers and Obligations

A short-term issuer or obligation rating is based in all cases on the short-term vulnerability to default of the rated
entity and relates to the capacity to meet financial obligations in accordance with the documentation governing
the relevant obligation. Short-term deposit ratings may be adjusted for loss severity. Short-Term Ratings are
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assigned to obligations whose initial maturity is viewed as “short term” based on market convention. Typically,
this means up to 13 months for corporate, sovereign, and structured obligations and up to 36 months for
obligations in U.S. public finance markets.

Fl: Highest short-term credit quality. Indicates the strongest intrinsic capacity for timely payment of financial
commitments; may have an added “+” to denote any exceptionally strong credit feature.

F2: Good short-term credit quality. Good intrinsic capacity for timely payment of financial commitments.

F3: Fair short-term credit quality. The intrinsic capacity for timely payment of financial commitments is
adequate.

B: Speculative short-term credit quality. Minimal capacity for timely payment of financial commitments,

plus heightened vulnerability to near term adverse changes in financial and economic conditions.
C: High short-term default risk. Default is a real possibility.

RD: Restricted default. Indicates an entity that has defaulted on one or more of its financial commitments,
although it continues to meet other financial obligations. Typically applicable to entity ratings only.

D: Default. Indicates a broad-based default event for an entity, or the default of a short-term obligation.
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Appendix B
PROXY VOTING POLICIES AND PROCEDURES

OCTAGON CREDIT INVESTORS, LLC
PROXY VOTING POLICY

Scope

Octagon’s Proxy Voting Policy addresses procedures and policies related to Octagon’s voting of proxies and
participating in other corporate actions in a manner consistent with Clients’ best interest.

This policy should be read in conjunction with the Account Administration Policy, Code of Ethics
Overview, ESG Policy, Recordkeeping Policy, and Registration and Reporting Requirements Policy. This policy
applies to all Octagon “Covered Persons” which is defined to include all of the partners, owners, principals,
directors, officers and employees of Octagon Credit Investors, LLC.

A.  Overview of Applicable Law

Rule 206(4)-6 under the Advisers Act requires that, where Octagon has authority to vote Client securities on
behalf of Clients, the firm must vote proxies in a manner consistent with Clients’ best interest and must not place
its interests above those of its Clients when doing so. It requires Octagon to: (i) adopt and implement written
policies and procedures that are reasonably designed to ensure that Octagon votes proxies in the best interest of
its Clients, and (ii) to disclose the Clients how they may obtain information on how Octagon voted. In addition,
Rule 204-2 requires Octagon to keep records of proxy voting and Client requests for information.

B.  Policies and Procedures Relating to Proxies

Due to the nature of Octagon’s business, it is very rare that Octagon will be asked to vote a shareholder
proxy, however when Clients hold securities in either public or private companies and a shareholder vote takes
place, Octagon shall vote in accordance with the following policies and procedures.

1. Definitions.

. “Best Interest of the Client.” Octagon believes that this means the clients’ best economic interests
over the long-term. The Best Interest of the Client may differ among clients holding the securities.

. “Material Conflicts of Interest.” Such conflicts are typically based on the specific facts and
circumstances associated with the issues that are the subject of the proxy and Octagon’s and its
employees’ business dealings with a particular proxy issuer or closely affiliated entity. A material
conflict of interest may exist where, for example: (1) the company soliciting the proxy, or a person
known to be an affiliate of such company, is known to be a client of, or an investor in an Account
managed, by Octagon; (2) the company soliciting the proxy, or a person known to be an affiliate
of such company, to the knowledge of the individual(s) charged with voting the proxy, is being
actively solicited to be a client of Octagon (or an investor in an Octagon Account); (3) a client or
investor, or an interest group supported by client or investor, actively supports a proxy proposal;
or (4) Octagon or an employee has personal or other business relationships with participants in
proxy contests, corporate directors or candidates for corporate directorships, or in any other matter
coming before shareholders; or (5) accounts may have inherent conflicts due to differing interests
in potential outcomes of a shareholder vote, including accounts that do not hold equity but are
affected by the outcome of a vote.
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Responsibilities of Investment Professionals to Monitor Issuers for Upcoming Shareholder
Meetings.

Octagon Investment Professionals shall monitor all of the issuers that such individuals cover where
Octagon Client Accounts hold securities (typically equity shares) of such issuers for any upcoming
shareholder meetings. Octagon Investment Professionals shall provide notice of such upcoming
shareholder meetings in advance of such shareholder meetings to the relevant Investment
Committee(s), Head of Credit Administration and the CCO, and copy the public email folder
“Trade-Proxy-Authorizations”.

Receipt and Reconciliation of Proxies.

All proxy materials received by Octagon for Octagon accounts shall be forwarded to the CCO

or his/her designee. The CCO shall record on a log the name of the company to which the proxy
materials relate (the “Portfolio Company”), the date the proxy materials are received and the date by
which the proxy needs to be voted

The CCO shall compare the number of shares represented by the proxy materials to the number of
shares owned by Octagon’s Clients. If the number of shares reflected in the proxy materials does
not match the number of shares reported owned by Clients, the CCO will resolve any difference
and ensure that all eligible shares can be voted.

Upon completion of the reconciliation process, the CCO shall forward the proxy materials to the
relevant Investment Committee(s) for voting.

Proxy Voting Process.

The applicable Investment Committee(s) or its designee shall vote all proxies in the best interests
of Octagon’s Clients pursuant to the goals of the Client’s investment strategy. The Investment
Committee(s) will follow the procedures set forth below in order to ensure that proxies are voted
in the best interests of Octagon’s Clients.

Prior to exercising voting authority on any matter, the Investment Committee(s) and Compliance
department shall review the proxy materials and undertake a reasonable investigation to determine
whether any of the matters to be voted on present a material conflict of interest between Octagon
and the interests of its Clients.

Where the Investment Committee(s) or Compliance department’s investigation determines that a
material conflict of interest may exist, it shall take reasonable steps to ensure that the conflict does
not influence the Investment Committee members to vote the proxy in a manner that is not in the
best interests of Octagon’s Clients. These steps may include, but are not limited to any one or a
combination of the following:

. Consult with Octagon’s Outside Counsel to determine how to vote in a manner that will
be in the best interests of Octagon’s Clients;

. Erecting information barriers around conflicted Octagon personnel to ensure that they do
not influence the voting decision.

The Investment Committee members shall make and maintain a record describing any steps taken
to prevent a potential material conflict of interest from causing a proxy to be voted in a manner
that is not in the best interest of Octagon’s Clients.
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Where the Investment Committee members and Compliance determines that no material conflict
of interest exists, the matter shall be analyzed based on its specific facts circumstances by each
Portfolio Manager for their respective accounts, and a member of the Investment Committee(s)
shall vote on the matter in the best interests of Octagon’s Clients.

The CCO shall maintain records disclosing the date all proxies were voted and how they

were voted. The CCO, or her designee, will highlight where a proxy vote involves executive
compensation (“say-on-pay”), as Octagon must report these votes annually on Form N-PX.
Furthermore, where Octagon casts a proxy vote or abstains from voting on behalf of a registered
fund, Compliance will highlight in its records to which of the fourteen categories enumerated
on Form N-PX a proxy vote applies (this information will need to be included in annual NPX
reporting made on behalf of any registered fund advised or sub-advised by Octagon).

5. Requests for Voting Information, Communications and Record-Keeping.

If a Client requests information regarding how proxies were voted or a copy of Octagon’s proxy
voting policy and procedures, the Head of Investor Relations shall provide the Client with the
requested information. The Head of Investor Relations shall make and retain a copy of each
request received together with a copy of the response provided, and he/she shall notify the CCO of
such request.

Octagon will maintain all records relating to proxy voting as set forth in the Recordkeeping Policy.

Communications by Octagon with other shareholders during the course of a proxy solicitation
may also be deemed to be a “solicitation” for purposes of the federal proxy rules, which
contain requirements regarding the filing and distribution of proxy materials. In addition, such
communications could cause Octagon to be considered part of a group for federal reporting
purposes, potentially triggering a filing on Forms 13D or 13G. Compliance shall make any
determination regarding the applicability of the federal proxy rules in the event such a situation
arises.

C.  Opposing Votes

Note that if more than one Account invests in the same portfolio company, and such Accounts have
different investment objectives, Client-specific voting policies or ultimate economic interests, Octagon may cast
opposing votes in a proxy vote.

Oversight

The CCO, Investment Committee, and members of the Compliance Committee, and other senior
management as appropriate, shall supervise compliance by Covered Persons with this policy. The CCO shall
assess the adequacy of this policy and the firm’s adherence to the procedures outlined herein, periodically.

Policy date: January 2011, Updated May 2013, July 2015, August 2017, August 2019, January 2021, January
2022, January 2024, September 2024.
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