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Item 2: Material Changes

This Brochure, dated September 6, 2018, provides the following material updates to the Brochure dated April 6, 2018.

Smith Capital Investors moved into its permanent location at 1430 Blake Street, Denver, CO 80202. Smith Capital's new
phone number is 303-597-5555.
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Item 4: Advisory Business
Advisory Business

Smith Capital Investors, LLC, a Colorado limited liability company (“SCI”), is an investment firm focused
on fixed income and equity income asset management. SCI was founded in 2017 and is headquartered
in Denver, CO. R. Gibson Smith is the owner and manager of SCI.

SCI will provide sub-advisory services to investment companies registered under the Investment Company
Act of 1940, as amended (the “Investment Company Act”) managed by ALPS Advisors, Inc. (collectively,
the “ALPS Funds,” and each individually an “ALPS Fund™). Subject to regulatory approval and an effective
registration statement, the ALPS Funds will be a series of the Financial Investors Trust, a Delaware statutory
trust (the “Trust”). Each ALPS Fund will represent a share of beneficial interest in a separate portfolio of
securities and other assets with its own objectives and policies.

SCI’s sub-advisory services to the ALPS Funds will include the identification, evaluation and
recommendation of investment opportunities. SCI will perform due diligence in connection with such
potential investments and provide on-going performance monitoring for each ALPS Fund. SCI’s investment
advice is provided in accordance with and subject to the investment objectives, strategies, guidelines,
restrictions and limitations contained in the applicable offering, governing or account documents, and the
information in this brochure is qualified in its entirety by the information set forth in such documents.

SCI Funds

In the future, SCI may form and advise other private investment vehicles (the “SCI Funds” and together with
the ALPS Funds, the “Funds,” and each individually a “Fund”). The SCI Funds will focus on fixed income
and equity income investments.

Interests in the SCI Funds will be offered on a private placement basis and will not be registered under the
Securities Act of 1933, as amended (the “Securities Act”), or the securities laws of any state or foreign
jurisdiction and may not be bought, sold or transferred without compliance with all applicable federal, state
and foreign securities laws. Accordingly, to purchase interests in any SCI Fund, investors must be
“accredited investors” as defined in Rule 501(a) of Regulation D under the Securities Act and “qualified
clients” as defined in Rule 205-3 promulgated under the Investments Advisers Act of 1940, as amended (the
“Advisers Act”).

Total Return Bond Fund

One of the ALPS Funds sub-advised by SCI will seek to obtain maximum total return, consistent with
preservation of capital and will pursue its investment objective by primarily investing, under normal
circumstances, at least 80% of its net assets (plus any borrowings for investment purposes) in bonds (the
“Total Return Bond Fund”). Bonds include, but are not limited to, government notes and bonds, corporate
bonds, convertible bonds, commercial and residential mortgage-backed securities, and zero-coupon bonds.

Typically, and under normal market conditions, the Total Return Bond Fund will seek to invest at least 80%
of its assets in investment grade debt securities, and to target a weighted average effective maturity of
approximately five years. The Total Return Bond Fund may invest up to 35% of its net assets in high
yield/high risk bonds (rated below investment grade), also known as “junk” bonds.



The Total Return Bond Fund will seek to generate total return from a combination of current income and
capital appreciation, but income is usually the dominant portion. The Fund may also invest in asset-backed
securities, money market instruments, commercial loans, and foreign debt securities (which may include
investments in emerging markets). Due to the nature of the securities in which the Total Return Bond Fund
invests, it may have relatively high portfolio turnover compared to other funds.

Though the Total Return Bond Fund will not typically expect to use derivatives, for purposes of meeting its
policy to invest at least 80% of net assets in bonds, the Total Return Bond Fund may include derivatives that
have characteristics similar to the securities in which the Total Return Bond Fund may invest directly.

In addition to considering economic factors, such as the effect of interest rates on the Total Return Bond
Fund’s investments, SCI will typically apply a “bottom up” approach to choosing investments. This means
that SCI will look at income producing securities one at a time to determine if a security is an attractive
investment opportunity and if it is consistent with the Total Return Bond Fund’s investment policies. SCI
will also consider the expected risk-adjusted return on a particular investment and the Total Return Bond
Fund’s overall risk allocations and volatility.

The Total Return Bond Fund may lend portfolio securities on a short-term or long-term basis, in an amount
equal to up to one-third of its total assets as determined at the time of the loan origination.

Short Duration Bond Fund

Another of the ALPS Funds sub-advised by SCI will seek as high a level of current income as is consistent
with preservation of capital and will invest, under normal circumstances, at least 80% of its net assets (plus
any borrowings for investment purposes) in short- and intermediate-term fixed-income securities, such as
corporate bonds or notes or government securities, including agency securities (the “Short Duration Bond
Fund”).

Typically, and under normal market conditions, the Short Duration Bond Fund will seek to invest at least
80% of its assets in investment grade debt securities, and to target a weighted average maturity of
approximately three years or less under normal circumstances. The Short Duration Bond The Fund may
invest up to 35% of its net assets in high yield/high risk bonds (rated below investment grade), also known as
“junk” bonds.

The Short Duration Bond Fund may also invest in asset-backed securities, money market instruments,
commercial loans, and foreign debt securities (which may include investments in emerging markets). Due to
the nature of the securities in which the Short Duration Bond Fund invests, it may have relatively high
portfolio turnover compared to other funds.

Additionally, the Short Duration Bond Fund may invest its assets in derivatives, which are instruments that
have a value derived from, or directly linked to, an underlying asset, such as equity securities, fixed-income
securities, commodities, currencies, interest rates, or market indices. In particular, the Short Duration Bond
Fund may use derivatives to manage portfolio risk or to manage the effective maturity of the securities in the
Fund’s portfolio. The Short Duration Bond Fund’s exposure to derivatives will vary. For purposes of
meeting its 80% investment policy, the Short Duration Bond Fund may include derivatives that have
characteristics similar to the securities in which the Short Duration Bond Fund may directly invest.

In addition to considering economic factors such as the effect of interest rates on the Short Duration Bond
Fund’s investments, SCI will apply a “bottom up” approach to choosing investments. This means that SCI
will look at income producing securities one at a time to determine if a security is an attractive investment
opportunity and if it is consistent with the Short Duration Bond Fund’s investment policies. SCI will also
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consider the expected risk-adjusted return on a particular investment and the Duration Fixed Fund’s overall
risk allocations and volatility.

The Short Duration Bond Fund may lend portfolio securities on a short-term or long-term basis, in an amount
equal to up to one-third of its total assets as determined at the time of the loan origination.

Purchase Through Intermediaries

Investors may not purchase, exchange or redeem shares of an ALPS Fund directly. Shares may be purchased,
exchanged or redeemed only through retirement plans, broker-dealers, bank trust departments, financial
advisers or other financial intermediaries. Shares made available through full service broker-dealers may be
available through wrap accounts under which such broker-dealers impose additional fees for services
connected to the wrap account.

Wrap Fee Programs

Class C shares in the ALPS Funds will be offered through financial intermediary platforms including, but not
limited to, traditional brokerage platforms, mutual fund wrap fee programs, bank trust platforms, and
retirement platforms. Class C shares offer the ability for payment of up to 0.75% of net assets to financial
intermediaries for the provision of distribution services and up to 0.25% of net assets for the provision of
shareholder services. In addition, the shares offer the ability for payment to financial intermediaries for the
provision of administrative services, including recordkeeping, subaccounting, order processing for omnibus
or networked accounts, or other shareholder services. The shares are not offered directly to individual
investors. Broker-Dealers who make shares available through mutual fund wrap accounts may impose
additional fees for services connected to the wrap account.

Assets Under Management

SCI anticipates that it will manage approximately $150 million in assets for the ALPS Funds beginning in
the third quarter of 2018.



Item 5: Fees and Compensation
ALPS Funds

SCI will be compensated pursuant to the terms of an Investment Sub-Advisory Agreement (the “Sub-
Advisory Agreement”), by and between ALPS Advisors, Inc. (“ALPS”) and SCI. ALPS will pay SCI an
annual sub-advisory management fee equal to 42 basis points for the Total Return Bond Fund and 29 basis
points for the Short Duration Bond Fund.

The initial term of the Sub-Advisory Agreement is two years, which will automatically renew for one-year
periods unless otherwise terminated. The Board of Trustees for each ALPS Fund (the “Board”), the
shareholders of each ALPS Fund, ALPS or SCI may terminate the Sub-Advisory Agreement for a particular
ALPS Fund with sixty (60) days’ notice.

ALPS and SCI have agreed contractually to limit the amount of ALPS Funds’ total annual expenses,
exclusive of distribution and service (12b-1) fees, shareholder service fees, brokerage expenses, interest
expenses, taxes and extraordinary expenses, to 0.67% and 0.49% of average daily net assets of the Total
Return Bond Fund and the Short Duration Bond Fund, respectively. ALPS and SCI will be permitted to
recover, on a class-by-class basis, expenses they have borne to the extent that such ALPS Fund’s expenses in
later periods fall below the annual rates set forth in the relevant agreement. An ALPS Fund will not be
obligated to pay any such deferred fees and expenses more than thirty-six (36) months after the end of the
fiscal year in which the fees and expense were deferred.

The following fees, charges and commissions may be charged to investors in the ALPS Funds; however, SCI
will not receive any such amounts.

e Investor Class and Class | shares in the ALPS Funds will be offered without an initial sales charge or
a contingent deferred sales charge. A contingent deferred sales charge of 1.00% may apply to Class
C shares in the ALPS Funds that are redeemed within 12 months.

e Commissions (up to 1.00%) will be paid to dealers who initiate and are responsible for certain
Investor Class share purchases not subject to sales charges. These purchases consist of purchases of
$1 million or more; purchases by employer-sponsored defined contribution-type retirement plans
investing $1 million or more or with 100 or more eligible employees; and purchases made at net
asset value by certain retirement plans, endowments and foundations with assets of $10 million or
more. Commissions on such investments (other than IRA rollover assets that roll over at no sales
charge under the Fund’s IRA rollover policy as described in the prospectus) will be paid to dealers at
the following rates: 1.00% on amounts of less than $4 million, 0.50% on amounts of at least $4
million but less than $10 million, and 0.25% on amounts of at least $10 million. Commissions are
based on cumulative investments over the life of the account with no adjustment for redemptions,
transfers, or market declines. For example, if a shareholder has accumulated investments in excess of
$4 million (but less than $10 million) and subsequently redeems all or a portion of the account(s),
purchases following the redemption will generate a dealer commission of 0.50%.

e ALPS Portfolio Solutions Distributor, Inc. (“APSD”) may compensate an investor’s financial
intermediary at the time of sale at a commission rate of 1.00% of the net asset value of the Class C
shares purchased. Service providers to qualified plans will not receive this amount if they receive
12b-1 fees from the time of initial investment of qualified plan assets in Class C shares.
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Item 6: Performance-Based Fees

SCI will not receive any performance-based fees.



Item 7: Types of Clients

SCI will provide investment sub-advisory services to the ALPS Funds and, in the future, it may provide
investment advisory services to the SCI Funds. Only the Funds will be the clients of SCI; investors in the
Funds will not be clients of SCI.

ALPS Funds

Investors may not purchase, exchange or redeem shares of an ALPS Fund directly. Shares may be purchased,
exchanged or redeemed only through retirement plans, broker-dealers, bank trust departments, financial
advisers or other financial intermediaries. Shares made available through full service broker-dealers may be
available through wrap accounts under which such broker-dealers impose additional fees for services
connected to the wrap account.



Item 8: Methods of Analysis, Investment Strategies and Risk of Loss
Investment Strategy

The description of the investment strategy for the Total Return Bond Fund and the Short Duration Bond
Fund included in Item 4 above is incorporated by reference in this Item 8.

Methods of Analysis

SCI’s fixed income strategy seeks to identify fundamental opportunities in specific fixed-income securities
that offer relative value within the fixed- income markets. SCI’s decision-making approach has both “top-
down” (including duration/maturity positioning, yield curve risk and sector/quality risk) and “bottom-up”
(including credit research, quantitative analysis and trading) components. This process is active, total return,
and fundamentally focused. Security selection will be a key driver of the process.

Risk of Loss
Principal Risks of Investing

The risks involved for any particular Fund will depend on the investment strategy and the type of
investments held by such Fund. The following are descriptions of certain risk factors related to the primary
investment strategies and methods of analysis employed by SCI, as described above. It is important to note
that not all risks are described. Prospective investors or their advisors should carefully read the section
entitled “Risk Factors” in the confidential private placement memorandum or prospectus, as applicable, of
each Fund in which they may invest.

The investment strategies described herein involve a substantial degree of risk, and investors may lose all or
a substantial portion of the value of their investments.

General Risks
Investment and Trading Risks in General

Investing is generally speculative and involves a high degree of risk, including the potential loss of the entire
amount invested by a client. SCI may invest in and trade securities and other instruments using strategies and
investment techniques which are highly complex and are influenced by economic and other events which
affect particular issuers, including governments. Numerous factors affecting the performance of investment
strategies, such as inflation, interest rates, equity and commaodities prices and long term economic trends, are
outside the control of investment managers and can adversely influence the value of investments.

General Economic and Market Conditions

The success of a Fund’s investments will be affected by general economic and market conditions in the
United States or other countries in which investment managers may invest. General economic and market
conditions include interest rates, availability of credit, inflation rates, economic uncertainty, changes in laws
(including tax laws, securities laws, bankruptcy laws or accounting standards), trade barriers, currency
exchange controls and national and international political circumstances or events. Any of the foregoing
conditions could have a material adverse effect on investment strategies.
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Competition for Investments

Competition for investment opportunities is intense, and each Fund will be competing with funds-of-funds,
pension funds, endowments, foundations and other investors that have substantially larger pools of available
capital. It is possible that competition for appropriate investment opportunities may increase, thus reducing
the number of opportunities available and adversely affecting the terms upon which investments can be
made.

Limited Diversification

Fund investments may not be diversified. A Fund generally may invest a large percentage of its assets in
securities issued by or representing a particular issuer, industry or type of security, investment strategy or
type of risk exposure without any limitation imposed by investment managers. Any such concentrations
would magnify the effect of the realization of risks associated with such investments, and such realizations
could depend disproportionately on the performance of a small number of issuers. Such concentration could
increase the risk associated with such investments, including the risk of significant loss of capital.

Lack of Operating History/Past Performance

SCI is recently formed and does not have a meaningful operating history to evaluate. The past performance
of SCI or any of its affiliates is not indicative of future results and no assurance can be made that profits will
be realized or that losses will not occur.

Limited Liquidity

An investment in a Fund can result in limited liquidity since participating shares are likely not freely
transferable, and could in fact be subject to substantial restrictions. Investors should recognize that it is
difficult to value illiquid investments and valuation involves subjective judgment and consideration of
complex factors. Further, a Fund might not be able to dispose of investments in underlying portfolio funds at
the time that it makes the decision to do so or when it is most advantageous for such Fund because of limited
withdrawal rights, which could result in significant loss of capital.

Suitability of Investment

An investment in a Fund is not suitable for all investors. Investors with any doubts as to the suitability of an
investment in a Fund should consult their professional advisers to assist them in making their own legal, tax,
accounting and financial evaluation of the merits and risks of investment in such Fund in light of their own
circumstances and financial condition. SCI is not advising individual investors in the Funds; SCI’s clients are
the Funds. There can be no assurance that a Fund’s investment objectives will be achieved or that there will
be any return of capital.

Changes in Environment

A Funds’ investments will be intended to extend over a period of years during which the business, economic,
political, regulatory and technology environment may undergo substantial changes, some of which may be
adverse to the Funds.

Taxation

Tax issues associated with an investment in a Fund are complex and may involve multiple jurisdictions.
Prospective investors should assume that non-U.S. tax laws will have a significant impact upon the
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operations and financial performance of a Fund and may even impose direct obligations (such as return filing
obligations) upon investors. In addition, investors should not expect to receive tax information by the
deadline needed to file their U.S. income tax returns without extensions.

Material Risks Relating to Equity Investments

Equity securities (which generally include common stocks, preferred stocks, warrants, securities convertible
into common or preferred stocks and similar securities) are generally volatile and more risky than some other
forms of investment. Equity securities of companies with relatively small market capitalizations may be more
volatile than the securities of larger, more established companies than the broad equity market indices
generally. Common stock and other equity securities may take the form of stock in corporations, partnership
interests, interests in limited liability companies and other direct or indirect interests in business
organizations.

Common Stock

Common stocks are shares of a corporation or other entity that entitle the holder to a pro rata share of the
profits of the corporation, if any, without preference over any other shareholder or class of shareholders,
including holders of the entity’s preferred stock and other senior equity. Common stock usually carries with
it the right to vote and frequently an exclusive right to do so.

Common stocks of companies that SCI believes have earnings that will grow faster than the economy as a
whole are known as growth stocks. Growth stocks typically trade at higher multiples of current earnings than
other stocks. As a result, the values of growth stocks may be more sensitive to changes in current or expected
earnings than the values of other stocks. If SCI’s assessment of the prospects for a company’s earnings
growth is wrong, or if its judgment of how other investors will value the company’s earnings growth is
wrong, then the price of that company’s stock may fall or may not approach the value that SCI has placed on
it.

Common stocks of companies that are not expected to experience significant earnings growth, but whose
stocks SCI believes are undervalued compared to their true worth, are known as value stocks. These
companies may have experienced adverse business developments or may be subject to special risks that have
caused their stocks to be out of favor. If SCI’s assessment of a company’s prospects is wrong, or if other
investors do not eventually recognize the value of the company, then the price of the company’s stocks may
fall or may not approach the value that SCI has placed on it.

Many stocks have both “growth” and “value” characteristics, and for some stocks it may be unclear which
category it fits into, if any. Each Fund’s investment process is biased toward value.

Preferred Stock

Shareholders of preferred stocks normally have the right to receive dividends at a fixed rate when and as
declared by the issuer’s board of directors, but do not participate in other amounts available for distribution
by the issuing corporation. Dividends on the preferred stock may be cumulative, and generally all cumulative
dividends must be paid prior to common shareholders receiving any dividends. Because as a general matter
preferred stock dividends must be paid before common stock dividends, preferred stocks generally entail less
risk than common stocks. Upon liquidation, preferred stocks are generally entitled to a specified liquidation
preference, which is generally the same as the par or stated value, and are senior in right of payment to
common stock. Preferred stocks are, however, equity securities in the sense that they do not represent a
liability of the issuer and, therefore, do not offer as great a degree of protection of capital or assurance of
continued income as investments in corporate debt securities. In addition, preferred stocks are subordinated
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in right of payment to all debt obligations and creditors of the issuer, and convertible preferred stocks may be
subordinated to other preferred stock of the same issuer.

Warrants and Rights

Warrants are securities that are usually issued together with a debt security or preferred stock and that give
the holder the right to buy a proportionate amount of common stock at a specified price until a stated
expiration date. Buying a warrant generally can provide a greater potential for profit or loss than an
investment of equivalent amounts in the underlying common stock. The market value of a warrant does not
necessarily move with the value of the underlying securities. If a holder does not sell the warrant, it risks the
loss of its entire investment if the market price of the underlying security does not, before the expiration date,
exceed the exercise price of the warrant. Investing in warrants is a speculative activity. Warrants pay no
dividends and confer no rights (other than the right to purchase the underlying securities) with respect to the
assets of the issuer.

Material Risks Relating to Exchange Traded Funds and Other Similar Instruments

Shares of ETFs and other similar instruments may be purchased by any Fund. Generally, an ETF is an
investment company that is registered under the Investment Company Act that holds a portfolio of securities
designed to track the performance of a particular index or index segment. Similar instruments, used by pools
that are not investment companies, offer similar characteristics and may be designed to track the performance
of an index or basket of securities of companies engaged in a particular market or sector. ETFs sell and
redeem their shares at net asset value in large blocks (typically 50,000 of its shares) called “creation units.”
Shares representing fractional interests in these creation units are listed for trading on national securities
exchanges and can be purchased and sold in the secondary market in lots of any size at any time during the
trading day.

Investments in ETFs and other similar instruments involve certain inherent risks generally associated with
investments in a broadly-based portfolio of stocks including: (i) risks that the general level of stock prices
may decline, thereby adversely affecting the value of each unit of the ETF or other instrument; (ii) an ETF
may not fully replicate the performance of its benchmark index because of temporary unavailability of
certain index securities in the secondary market or discrepancies between the ETF and the index with respect
to the weightings of securities or number of stocks held; (iii) an ETF may also be adversely affected by the
performance of the specific index, market sector or group of industries on which it is based; and (iv) an ETF
may not track an index as well as a traditional index mutual fund because ETFs are valued by the market and,
therefore, there may be a difference between the market value and the ETF’s net asset value. Each Fund may
both purchase and effect short sales of shares of ETFs and may also purchase and sell options on shares of
ETFs. These investments may be used for hedging purposes or to seek to increase total return (which is
considered a speculative activity).

Because ETFs and pools that issue similar instruments incur various fees and expenses, a Fund’s investment
in these instruments will involve certain indirect costs, as well as transaction costs, such as brokerage
commissions. SCI will consider expenses associated with an investment in determining whether to invest in
an ETF or other instrument. In the case of ETFs that are investment companies, they invest substantially all
of their assets in securities of various securities indices or a particular segment of a securities index. Most
ETFs are listed and traded on the NYSE Arca, Inc. (“Arca”). The market price of ETFs is expected to
fluctuate in accordance with both changes in the asset values of their underlying indices and supply and
demand of an ETF’s shares on the Arca. ETFs may trade at relatively modest discounts or premiums to net
asset value. In general, most ETFs have a limited operating history and information may be lacking regarding
the actual performance and trading liquidity of such shares for extended periods or over complete market
cycles. In addition, there is no assurance that the requirements of the Arca necessary to maintain the listing of
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ETFs in which a Fund invests will continue to be met or will remain unchanged. In the event substantial
market or other disruptions affecting the shares of ETFs held by a Fund should occur in the future, the
liquidity and value of that Fund’s shares could also be adversely affected. If such disruptions were to occur,
that Fund could be required to reconsider the use of ETFs as part of its investment strategy.

Limitations of the Investment Company Act, which prohibit any Fund from acquiring more than 3% of the
outstanding shares of another investment company, may restrict a Fund’s ability to purchase shares of certain
ETFs.

Material Risks Relating to High Yield Securities

Each Fund may invest in high yield securities. High yield securities are considered speculative with respect
to the issuer’s capacity to pay interest and repay principal in accordance with the terms of the obligations.
Under rating agency guidelines, any quality and protective characteristics of high yield securities will likely
be outweighed by large uncertainties or major risk exposures to adverse conditions. Medium and lower rated
securities may have poor prospects of ever attaining any real investment standing, may have a current
identifiable vulnerability to default, may be unlikely to have the capacity to pay interest and repay principal
when due in the event of adverse business, financial or economic conditions, and/or may be in default or not
current in the payment of interest or principal. A Fund’s achievements of its objective may be more
dependent on SCI’s own credit analysis than is the case with funds that invest in higher rated fixed income
securities.

Changes in Credit Ratings. Changes by recognized rating services in their ratings of a high yield security and
in the ability of an issuer to make payments of interest and principal may also affect the value of these
investments. The ratings of Moody’s and S&P generally represent the opinions of those organizations as to
the quality of the securities that they rate. Such ratings, however, are relative and subjective, are not absolute
standards of quality, are subject to change and do not evaluate the market risk or liquidity of the securities.
Ratings of a non-U.S. debt instrument, to the extent that those ratings are undertaken, are related to
evaluations of the country in which the issuer of the instrument is located, which may cause a rating to be
lower than would otherwise be suggested by the intrinsic creditworthiness of the issuer.

Liquidity. The secondary markets for high yield securities are not as liquid as the secondary markets for
higher rated securities. The secondary markets for high yield securities are concentrated in relatively few
market makers and participants in the market are mostly institutional investors, including insurance
companies, banks, other financial institutions and mutual funds. In addition, the trading volume for high
yield securities is generally lower than that for higher-rated securities and the secondary markets could
contract under adverse market or economic conditions independent of any specific adverse changes in the
condition of a particular issuer, decreasing the liquidity of the high yield securities held in a Fund’s portfolio.
These factors may have an adverse effect on the ability of a Fund holding such securities to dispose of
particular portfolio investments at the price it would wish, may adversely affect such Fund’s net asset value
per share and may limit the ability of such Fund to obtain accurate market quotations for purposes of valuing
securities and calculating net asset value.

Legislative and Regulatory Developments. Prices for high yield securities may be affected by legislative and
regulatory developments. These laws could adversely affect a Fund’s net asset value and investment
practices, the secondary market for high yield securities, the financial condition of issuers of these securities
and the value of outstanding high yield securities. For example, federal legislation requiring the divestiture
by federally insured savings and loan associations of their investments in high yield bonds and limiting the
deductibility of interest by certain corporate issuers of high yield bonds adversely affected the market in prior
years.
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High-Yield Corporate Securities. While the market values of securities rated below investment grade and
comparable unrated securities tend to react less to fluctuations in interest rate levels than do those of higher-
rated securities, the values of certain of these securities also tend to be more sensitive to individual corporate
developments and changes in economic conditions than higher-rated securities. In addition, such securities
present a higher degree of credit risk. Issuers of these securities are often highly leveraged and may not have
more traditional methods of financing available to them, so that their ability to service their debt obligations
during an economic downturn or during sustained periods of rising interest rates may be impaired. The risk
of loss due to default by such issuers is significantly greater than with investment grade securities because
such securities generally are unsecured and subordinated to the prior payment of senior indebtedness. A Fund
also may incur additional expenses to the extent that it is required to seek recovery upon a default in the
payment of principal or interest on its portfolio holdings. These risks may be greater for non-U.S. high yield
securities, especially those of issuers located in emerging markets.

The development of markets for high yield corporate securities has been a relatively recent phenomenon,
especially outside the United States. In addition, these markets have undergone significant changes in the
past and may undergo significant changes in the future.

Most of the high yield securities in which a Fund invests will bear interest at fixed rates but a Fund may also
invest in securities with variable rates of interest or which involve equity features, such as contingent interest
or participations based on revenues, sales or profits (i.e., interest or other payments, often in addition to a
fixed rate of return, that are based on the borrower’s attainment of specified levels of revenues, sales or
profits and thus enable the holder of the security to share in the potential success of the venture).

High-Yield Non-U.S. Debt Securities. Investing in fixed and floating rate high yield non-U.S. debt securities,
especially those of issuers located in emerging market countries, will expose a Fund to the direct or indirect
consequences of political, social or economic changes in the countries that issue the securities or in which the
issuers are located, in addition to the risks of investing in high yield securities generally. For example, the
ability and willingness of sovereign obligors in emerging market countries or the governmental authorities
that control repayment of their external debt to pay principal and interest on such debt when due may depend
on general economic and political conditions within the relevant country. Certain countries in which a Fund
may invest, especially emerging market countries, have historically experienced, and may continue to
experience, high rates of inflation, high interest rates, exchange rate trade difficulties and extreme poverty
and unemployment. Many of these countries are also characterized by political uncertainty or instability.
Additional factors which may influence the ability or willingness to service debt include, but are not limited
to, an issuer’s (including sovereign issuers) cash flow situation, the availability of sufficient foreign
exchange on the date a payment is due, and the relative size of its debt service burden. Non-U.S. issuers,
including government issuers, may also have debt (such as commercial bank debt) which is senior to its high
yield securities.

The ability of a non-U.S. sovereign obligor, especially an obligor in an emerging market country, to make
timely payments on its external debt obligations will also be strongly influenced by the obligor’s balance of
payments, including export performance, its access to international credit and investments, fluctuations in
interest rates and the extent of its foreign reserves, and the issuing government’s policy toward the
International Monetary Fund, the World Bank and other international agencies. A country whose exports are
concentrated in a few commodities or whose economy depends on certain strategic imports could be
vulnerable to fluctuations in international prices of these commodities or imports. To the extent that a
country receives payment for its exports in currencies other than dollars, its ability to make debt payments
denominated in dollars could be adversely affected. If a non-U.S. sovereign obligor cannot generate
sufficient earnings from foreign trade to service its external debt, it may need to depend on continuing loans
and aid from foreign governments, commercial banks and multilateral organizations, and inflows of foreign
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investment. The commitment on the part of these foreign governments, multilateral organizations and others
to make such disbursements may be conditioned on the government’s implementation of economic reforms
and/or economic performance and the timely service of its obligations. Failure to implement such reforms,
achieve such levels of economic performance or repay principal or interest when due may result in the
cancellation of such third parties” commitments to lend funds, which may further impair the obligor’s ability
or willingness to timely service its debts. The cost of servicing external debt will also generally be adversely
affected by rising international interest rates, because many external debt obligations bear interest at rates
which are adjusted based on international interest rates. The ability to service external debt will also depend
on the level of the relevant government’s international currency reserves and its access to foreign exchange.
Currency devaluations may affect the ability of an issuer to obtain sufficient foreign exchange to service its
debt. The risks enumerated above are particularly heightened with regard to issuers in emerging market
countries.

As a result of the foregoing or other factors, a governmental obligor, especially an obligor in an emerging
market country, may default on its obligations. If such an event occurs, a Fund may have limited legal
recourse against the issuer and/or guarantor. Remedies must, in some cases, be pursued in the courts of the
defaulting party itself, and the ability of the holder of non-U.S. sovereign debt securities to obtain recourse
may be subject to the political climate in the relevant country.

High-Yield/High-Risk Bond Risk. High-yield/high-risk bonds, or “junk” bonds, are bonds rated below
investment-grade by the primary rating agencies, such as Standard & Poors, Fitch and Moody’s, or are
unrated bonds of similar quality. The value of lower quality bonds generally is more dependent on credit risk
than investment-grade bonds. Issuers of high-yield/high-risk bonds may not be as strong financially as those
issuing bonds with higher credit ratings and are more vulnerable to real or perceived economic changes,
political changes or adverse developments specific to the issuer. In addition, the junk bond market can
experience sudden and sharp price swings. Further, secondary markets for high-yield securities are less liquid
than the market for investment-grade securities. Therefore, it may be more difficult to value the securities
because valuation may require more research, and elements of judgment may play a larger role in the
valuation because there is less reliable, objective data available.

Material Risks Relating to Fixed Income Instruments and Investment Strategies
Fixed Income Securities Risk

A rise in interest rates typically causes bond prices to fall. The longer the duration of the bonds held by a
Fund, the more sensitive it will likely be to interest rate fluctuations. Duration measures the weighted
average term to maturity of a bond’s expected cash flows. Duration also represents the approximate
percentage change that the price of a bond would experience for a 1% change in yield. For example, the price
of a bond with a duration of 5 years would change approximately 5% for a 1% change in yield. The price of a
bond with a duration of 10 years would be expected to decline by approximately 10% if its yield was to rise
by +1%. Bond yields tend to fluctuate in response to changes in market levels of interest rates. Generally, if
interest rates rise, a bond’s yield will also rise in response; the duration of the bond will determine how much
the price of the bond will change in response to the change in yield.

A Fund’s investments in fixed-income securities and positions in fixed-income derivatives may decline in
value because of changes in interest rates. As nominal interest rates rise, the value of fixed-income securities
and any long positions in fixed-income derivatives held by a Fund are likely to decrease, whereas the value
of its short positions in fixed-income derivatives is likely to increase.

Credit Risk
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Credit risk is the risk that the credit strength of an issuer of a fixed-income security will weaken and/or that
the issuer will be unable to make timely principal and interest payments and that the security may go into
default. Lower credit quality may lead to greater volatility in the price of a security and in shares of the Fund.
Lower credit quality also may affect liquidity and make it difficult for the Fund to sell the security.

Liquidity and Valuation Risk

Liquidity risk is the risk that fixed-income securities may be difficult or impossible to sell at the time that the
portfolio manager would like or at the price the portfolio manager believes the security is currently worth.
Liquidity risk may be increased to the extent that the Fund invests in Rule 144A and restricted securities.
Valuation risk is the risk that one or more of the fixed-income securities in which a Fund invests are priced
differently than the value realized upon such security’s sale. In times of market instability, valuation may be
more difficult.

Certificates of Deposit and Bankers' Acceptances

A Fund may invest in certificates of deposit and bankers' acceptances, which are considered to be short-term
money market instruments.

Certificates of deposit are receipts issued by a depository institution in exchange for the deposit of funds. The
issuer agrees to pay the amount deposited plus interest to the bearer of the receipt on the date specified on the
certificate. The certificate usually can be traded in the secondary market prior to maturity. Bankers'
acceptances typically arise from short-term credit arrangements designed to enable businesses to obtain funds
to finance commercial transactions. Generally, an acceptance is a time draft drawn on a bank by an exporter
or an importer to obtain a stated amount of funds to pay for specific merchandise. The draft is then
"accepted” by a bank that, in effect, unconditionally guarantees to pay the face value of the instrument on its
maturity date. The acceptance may then be held by the accepting bank as an earning asset or it may be sold in
the secondary market at the going rate of discount for a specific maturity. Although maturities for
acceptances can be as long as 270 days, most acceptances have maturities of six months or less.

Commercial Paper

A Fund may purchase commercial paper. Commercial paper consists of short-term (usually from 1 to 270
days) unsecured promissory notes issued by corporations in order to finance their current operations. It may
be secured by letters of credit, a surety bond or other forms of collateral. Commercial paper is usually repaid
at maturity by the issuer from the proceeds of the issuance of new commercial paper. As a result, investment
in commercial paper is subject to the risk the issuer cannot issue enough new commercial paper to satisfy its
outstanding commercial paper, also known as rollover risk. Commercial paper may become illiquid or may
suffer from reduced liquidity in certain circumstances. Like all fixed income securities, commercial paper
prices are susceptible to fluctuations in interest rates. If interest rates rise, commercial paper prices will
decline. The short-term nature of a commercial paper investment makes it less susceptible to interest rate risk
than many other fixed income securities because interest rate risk typically increases as maturity lengths
increase. Commercial paper tends to yield smaller returns than longer-term corporate debt because securities
with shorter maturities typically have lower effective yields than those with longer maturities. As with all
fixed income securities, there is a chance that the issuer will default on its commercial paper obligation.

Loan Risk

A Fund may invest in a variety of loans. Bank loans are obligations of companies or other entities entered
into in connection with recapitalizations, acquisitions, and refinancings. A Fund’s investments in bank loans
are generally acquired as a participation interest in, or assignment of, loans originated by a lender or other
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financial institution. These investments may include institutionally-traded floating and fixed-rate debt
securities. The bank loans underlying these securities often involve borrowers with low credit ratings whose
financial conditions are troubled or uncertain, including companies that are highly leveraged or in bankruptcy
proceedings. Participation interests and assignments involve credit, interest rate, and liquidity risk.

Time Deposits and Variable Rate Notes

A Fund may invest in fixed time deposits, whether or not subject to withdrawal penalties. The commercial
paper obligations, which a Fund may buy are unsecured and may include variable rate notes. The nature and
terms of a variable rate note (i.e., a "Master Note") permit a Fund to invest fluctuating amounts at varying
rates of interest pursuant to a direct arrangement between a Fund as Lender, and the issuer, as borrower. It
permits daily changes in the amounts borrowed. A Fund has the right at any time to increase, up to the full
amount stated in the note agreement, or to decrease the amount outstanding under the note. The issuer may
prepay at any time and without penalty any part of or the full amount of the note. The note may or may not
be backed by one or more bank letters of credit. Because these notes are direct lending arrangements between
a Fund and the issuer, it is not generally contemplated that they will be traded; moreover, there is currently
no secondary market for them. Except as specifically provided in a prospectus, there is no limitation on the
type of issuer from whom these notes may be purchased; however, in connection with such purchase and on
an ongoing basis, SCI will consider the earning power, cash flow and other liquidity ratios of the issuer, and
its ability to pay principal and interest on demand, including a situation in which all holders of such notes
made demand simultaneously. Variable rate notes are subject to a Fund's investment restriction on illiquid
securities unless such notes can be put back to the issuer on demand within seven days.

Insured Bank Obligations

A Fund may invest in insured bank obligations. The Federal Deposit Insurance Corporation ("FDIC") insures
the deposits of federally insured banks and savings and loan associations (collectively referred to as "banks")
up to $250,000. A Fund may purchase bank obligations that are fully insured as to principal by the FDIC.
Currently, to remain fully insured as to principal, these investments must be limited to $250,000 per bank; if
the principal amount and accrued interest together exceed $250,000, the excess principal and accrued interest
will not be insured. Insured bank obligations may have limited marketability.

Material Risks Relating to Sovereign Debt

A Fund may invest in U.S. and non-U.S. government debt securities (“sovereign debt”). Some investments in
sovereign debt, such as U.S. sovereign debt, are considered low risk. However, investments in sovereign
debt, especially the debt of less developed countries, can involve a high degree of risk, including the risk that
the governmental entity that controls the repayment of sovereign debt may not be willing or able to repay the
principal or to pay the interest on its sovereign debt in a timely manner. A sovereign debtor’s willingness or
ability to satisfy its debt obligation may be affected by various factors including, but not limited to, its cash
flow situation, the extent of its foreign currency reserves, the availability of foreign exchange when a
payment is due, and the relative size of its debt position in relation to its economy as a whole. In the event of
default, there may be limited or no legal remedies for collecting sovereign debt and there may be no
bankruptcy proceedings through which a Fund may collect all or part of the sovereign debt that a
governmental entity has not repaid. In addition, to the extent a Fund invests in non-U.S. sovereign debt, it
may be subject to currency risk.

Material Risks Relating to Mortgage-Backed and Asset-Backed Securities Risk

Mortgage-backed securities (MBS) and asset-backed securities (ABS) are subject to certain risks. The default
rate on underlying mortgage loans or asset loans may be higher than anticipated, potentially reducing
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payments to a Fund. Default rates are sensitive to overall economic conditions such as unemployment, wage
levels and economic growth rates. MBS are susceptible maturity risk because issuers of securities held by a
Fund are able to prepay principal due on these securities, particularly during periods of declining interest
rates. Securities subject to prepayment risk generally offer less potential for gains when interest rates decline,
and may offer a greater potential for loss when interest rates rise. When interest rates decline, borrowers may
pay off their mortgages sooner than expected. This can reduce the returns to a Fund because a Fund may
have to reinvest that money at the lower prevailing interest rates. Prepayment risk as well as the risk that the
structure of certain MBS may make their reaction to interest rates and other factors difficult to predict,
making their prices volatile. Generally, rising interest rates tend to be associated with longer MBS maturities
because borrower prepayment rates tend to decline when rates rise.

Material Risks Relating to Mortgage Pass-Through Securities

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

The rate of pre-payments on underlying mortgages will affect the price and volatility of a mortgage-related
security, and may have the effect of shortening or extending the effective duration of the security relative to
what was anticipated at the time of purchase. To the extent that unanticipated rates of pre-payment on
underlying mortgages increase in the effective duration of a mortgage-related security, the volatility of such
security can be expected to increase.

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

Government-related guarantors (those not backed by the full faith and credit of the United States
Government) include the Federal National Mortgage Association (“FNMA”) and the Federal Home Loan
Mortgage Corporation (“FHLMC”). FNMA is a government-sponsored corporation owned entirely by
private stockholders. It is subject to general regulation by the Secretary of Housing and Urban Development.
FNMA purchases conventional (not insured or guaranteed by any government agency) residential mortgages
from a list of approved seller and servicers which include state and federally chartered savings and loan
associations, mutual savings banks, commercial banks and credit unions and mortgage bankers. Pass-through
securities issued by FNMA are guaranteed as to timely payment of principal and interest by FNMA but are
not backed by the full faith and credit of the United States Government. FHLMC was created by Congress in
1970 for the purpose of increasing the availability of mortgage credit for residential housing. It is a
government-sponsored corporation formerly owned by the twelve Federal Home Loan Banks and now
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owned entirely by private stockholders. FHLMC issues Participation Certificates (“PCs”) which are pass-
through securities, each representing an undivided interest in a pool of residential mortgages. FHLMC
guarantees the timely payment of interest and ultimate collection of principal, but PCs are not backed by the
full faith and credit of the United States Government. FNMA and FHLMC have both recently faced scrutiny
regarding their accounting practices and policies.

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

Mortgage-backed securities that are issued or guaranteed by the U.S. Government, its agencies or
instrumentalities, are not subject to a Fund’s industry concentration restrictions, set forth below under
“Investment Restrictions,” by virtue of the exclusion from that test available to all U.S. Government
securities. In the case of privately issued mortgage-related securities, a Fund takes the position that
mortgage-related securities do not represent interests in any particular “industry” or group of industries. The
assets underlying such securities may be represented by a portfolio of first lien residential mortgages
(including both whole mortgage loans and mortgage participation interests) or portfolios of mortgage pass-
through securities issued or guaranteed by GNMA, FNMA or FHLMC. Mortgage loans underlying a
mortgage-related security may in turn be insured or guaranteed by the FHA or the VA. In the case of private
issue mortgage-related securities whose underlying assets are neither U.S. Government securities nor U.S.
Government-insured mortgages, to the extent that real properties securing such assets may be located in the
same geographical region, the security may be subject to a greater risk of default than other comparable
securities in the event of adverse economic, political or business developments that may affect such region
and, ultimately, the ability of residential homeowners to make payments of principal and interest on the
underlying mortgages.

Material Risks Relating to Collateralized Mortgage Obligations (“CMOs”)

A CMO is a debt obligation of a legal entity that is collateralized by mortgages and divided into classes.
Similar to a bond, interest and prepaid principal is paid, in most cases, on a monthly basis. CMOs may be
collateralized by whole mortgage loans or private mortgage bonds, but are more typically collateralized by
portfolios of mortgage pass-through securities guaranteed by GNMA, FHLMC or FNMA, and their income
streams.

CMOs are structured into multiple classes, often referred to as “tranches,” with each class bearing a different
stated maturity and entitled to a different schedule for payments of principal and interest, including pre-
payments. Actual maturity and average life will depend upon the pre-payment experience of the collateral. In
the case of certain CMOs (known as “sequential pay” CMOs), payments of principal received from the pool
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of underlying mortgages, including pre-payments, are applied to the classes of CMOs in the order of their
respective final distribution dates. Thus, no payment of principal will be made on any class of sequential pay
CMOs until all other classes having an earlier final distribution date have been paid in full.

In a typical CMO transaction, a corporation (“issuer”) issues multiple series (e.g., A, B, C, Z) of CMO bonds
(“Bonds™). Proceeds of the Bond offering are used to purchase mortgages or mortgage pass-through
certificates (“Collateral”). The Collateral is pledged to a third party trustee as security for the Bonds.
Principal and interest payments from the Collateral are used to pay principal on the Bonds in the order A, B,
C, Z. The Series A, B and C Bonds all bear current interest. Interest on the Series Z Bond is accrued and
added to principal and a like amount is paid as principal on the Series A, B or C Bond currently being paid
off. When the Series A, B, and C Bonds are paid in full, interest and principal on the Series Z Bond begins to
be paid currently. CMOs may be less liquid and may exhibit greater price volatility than other types of
mortgage- or asset-backed securities.

Commercial Mortgage-Backed Securities include securities that reflect an interest in, and are secured by,
mortgage loans on commercial real property. The market for commercial mortgage-backed securities
developed more recently and in terms of total outstanding principal amount of issues is relatively small
compared to the market for residential single-family mortgage-backed securities. Many of the risks of
investing in commercial mortgage-backed securities reflect the risks of investing in the real estate securing
the underlying mortgage loans. These risks reflect the effects of local and other economic conditions on real
estate markets, the ability of tenants to make loan payments, and the ability of a property to attract and retain
tenants. Commercial mortgage-backed securities may be less liquid and exhibit greater price volatility than
other types of mortgage- or asset-backed securities.

Material Risks Relating to Other Mortgage-Related Securities

Other mortgage-related securities include securities other than those described above that directly or
indirectly represent a participation in, or are secured by and payable from, mortgage loans on real property,
including mortgage dollar rolls, CMO residuals or stripped mortgage-backed securities (“SMBS”). Other
mortgage-related securities may be equity or debt securities issued by agencies or instrumentalities of the
U.S. Government or by private originators of, or investors in, mortgage loans, including savings and loan
associations, homebuilders, mortgage banks, commercial banks, investment banks, partnerships, trusts and
special purpose entities of the foregoing.

Material Risks Relating to CMO Residuals

CMO residuals are mortgage securities issued by agencies or instrumentalities of the U.S. Government or by
private originators of, or investors in, mortgage loans, including savings and loan associations, homebuilders,
mortgage banks, commercial banks, investment banks and special purpose entities of the foregoing.

The cash flow generated by the mortgage assets underlying a series of CMOs is applied first to make
required payments of principal and interest on the CMOs and second to pay the related administrative
expenses and any management fee of the issuer. The residual in a CMO structure generally represents the
interest in any excess cash flow remaining after making the foregoing payments. Each payment of such
excess cash flow to a holder of the related CMO residual represents income and/or a return of capital. The
amount of residual cash flow resulting from a CMO will depend on, among other things, the characteristics
of the mortgage assets, the coupon rate of each class of CMO, prevailing interest rates, the amount of
administrative expenses and the pre-payment experience on the mortgage assets. In particular, the yield to
maturity on CMO residuals is extremely sensitive to pre-payments on the related underlying mortgage assets,
in the same manner as an interest only (“10”) class of stripped mortgage-backed securities. In addition, if a
series of a CMO includes a class that bears interest at an adjustable rate, the yield to maturity on the related
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CMO residual will also be extremely sensitive to changes in the level of the index upon which interest rate
adjustments are based. As described below with respect to stripped mortgage-backed securities, in certain
circumstances a Fund may fail to recoup fully its initial investment in a CMO residual.

CMO residuals are generally purchased and sold by institutional investors through several investment
banking firms acting as brokers or dealers. The CMO residual market has only very recently developed and
CMO residuals currently may not have the liquidity of other more established securities trading in other
markets. Transactions in CMO residuals are generally completed only after careful review of the
characteristics of the securities in question. In addition, CMO residuals may, or pursuant to an exemption
therefrom, may not have been registered under the Securities Act. CMO residuals, whether or not registered
under the Securities Act, may be subject to certain restrictions on transferability, and may be deemed
“illiquid” and subject to a Fund’s limitations on investment in illiquid securities.

Material Risks Relating to Adjustable Rate Mortgage Backed Securities

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

Material Risks Relating to Stripped Mortgage-Backed Securities

SMBS are derivative multi-class mortgage securities. SMBS may be issued by agencies or instrumentalities
of the U.S. Government, or by private originators of, or investors in, mortgage loans, including savings and
loan associations, mortgage banks, commercial banks, investment banks and special purpose entities of the
foregoing.

SMBS are usually structured with two classes that receive different proportions of the interest and principal
distributions on a pool of mortgage assets. A common type of SMBS will have one class receiving some of
the interest and most of the principal from the mortgage assets, while the other class will receive most of the
interest and the remainder of the principal. In the most extreme case, one class will receive all of the 10 class,
while the other class will receive all of the principal (the principal-only or “PQO” class). The yield to maturity
on an 10 class is extremely sensitive to the rate of principal payments (including pre-payments) on the
related underlying mortgage assets, and a rapid rate of principal payments may have a material adverse effect
on a Fund’s yield to maturity from these securities. If the underlying mortgage assets experience greater than
anticipated pre-payments of principal, a Fund may fail to recoup some or all of its initial investment in these
securities even if the security is in one of the highest rating categories.

Although SMBS are purchased and sold by institutional investors through several investment banking firms
acting as brokers or dealers, these securities were only recently developed. As a result, established trading
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markets have not yet developed and, accordingly, these securities may be deemed “illiquid” and subject to a
Fund’s limitations on investment in illiquid securities.

Material Risks Relating to Collateralized Debt Obligations

Each Fund may invest in collateralized debt obligations (“CDOs”), which includes collateralized bond
obligations (“CBQs”), collateralized loan obligations (“CLOs™) and other similarly structured securities.
CBOs and CLOs are types of asset-backed securities. A CBO is a trust which is backed by a diversified pool
of high risk, below investment grade fixed income securities. A CLO is a trust typically collateralized by a
pool of loans, which may include, among others, domestic and foreign senior secured loans, senior unsecured
loans, and subordinate corporate loans, including loans that may be rated below investment grade or
equivalent unrated loans. CDOs may charge management fees and administrative expenses.

For both CBOs and CLOs, the cash flows from the trust are split into two or more portions, called tranches,
varying in risk and yield. The riskiest portion is the “equity” tranche which bears the bulk of defaults from
the bonds or loans in the trust and serves to protect the other, more senior tranches from default in all but the
most severe circumstances. Since it is partially protected from defaults, a senior tranche from a CBO trust or
CLO trust typically have higher ratings and lower yields than their underlying securities, and can be rated
investment grade. Despite the protection from the equity tranche, CBO or CLO tranches can experience
substantial losses due to actual defaults, increased sensitivity to defaults due to collateral default and
disappearance of protecting tranches, market anticipation of defaults, as well as aversion to CBO or CLO
securities as a class.

The risks of an investment in a CDO depend largely on the type of the collateral securities and the class of
the CDO in which a Fund invests. Normally, CBOs, CLOs and other CDOs are privately offered and sold,
and thus, are not registered under the securities laws. As a result, investments in CDOs may be characterized
by a Fund as illiquid securities, however an active dealer market may exist for CDOs allowing a CDO to
qualify for Rule 144A transactions. In addition to the normal risks associated with fixed income securities
(interest rate risk and default risk), CDOs carry additional risks including, but not limited to: (i) the
possibility that distributions from collateral securities will not be adequate to make interest or other
payments; (ii) the quality of the collateral may decline in value or default; (iii) a Fund may invest in CDOs
that are subordinate to other classes; and (iv) the complex structure of the security may not be fully
understood at the time of investment and may produce disputes with the issuer or unexpected investment
results.

Material Risks Relating to Mortgage “Dollar Roll” Transactions

Each Fund may enter into mortgage “dollar roll” transactions with selected banks and broker-dealers. In a
dollar roll, a Fund sells mortgage-backed securities and simultaneously contracts to repurchase substantially
similar (same type, coupon and maturity) securities on a specified future day. A Fund will only enter into
covered rolls. A “covered roll” is a specific type of dollar roll for which there is an offsetting cash or cash
equivalent security position which matures on or before the forward settlement date of the dollar roll
transaction. Covered rolls are not treated as a borrowing or other senior security and will be excluded from
the calculation of a Fund’s borrowings and other senior securities. For financial reporting and U.S. federal
income tax purposes, each Fund expects to treat mortgage dollar rolls as two separate transactions: one
involving the purchase of a security and a separate transaction involving a sale. None of the Funds currently
intend to enter into mortgage dollar roll transactions that are accounted for as financing.

Consistent with each Fund’s investment objectives and policies, a Fund also may invest in other types of
asset-backed securities.
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Material Risks Relating to Bank Obligations

Bank obligations that may be purchased by each Fund include certificates of deposit, banker’s acceptances
and fixed time deposits. A certificate of deposit is a short-term negotiable certificate issued by a commercial
bank against funds deposited in the bank and is either interest-bearing or purchased on a discount basis. A
banker’s acceptance is a short-term draft drawn on a commercial bank by a borrower, usually in connection
with an international commercial transaction. The borrower is liable for payment, as is the bank, which
unconditionally guarantees to pay the draft at its face amount on the maturity date. Fixed time deposits are
obligations of branches of U.S. or non-U.S. banks which are payable at a stated maturity date and bear a
fixed rate of interest. Although fixed time deposits do not have a market, there are no contractual restrictions
on the right to transfer a beneficial interest in the deposit to a third party. Bank obligations may be general
obligations of the parent bank or may be limited to the issuing branch by the terms of the specific obligations
or by government regulation. Securities issued or guaranteed by non-U.S. banks and non-U.S. branches of
U.S. banks are subject to many of the risks of investing in non-U.S. securities generally.

Banks are subject to extensive governmental regulations which may limit both the amounts and types of
loans and other financial commitments which may be made and interest rates and fees which may be
charged. The profitability of this industry is to a significant extent dependent upon the availability and cost of
capital of funds used by the bank to finance its lending operations. Also, general economic conditions play an
important part in the operations of this industry and exposure to credit losses arising from possible financial
difficulties of borrowers might affect a bank’s ability to meet its obligations.

Material Risks Relating to Initial Public Offerings

Certain Funds may purchase shares in an initial public offering (“IPO”). Because IPO shares frequently are
volatile in price, such a Fund may hold IPO shares for a very short period of time. This may increase the
turnover of a Fund’s portfolio and may lead to increased expenses to such Fund, such as commissions and
transaction costs. By selling shares, a Fund may realize taxable capital gains that it will subsequently
distribute to shareholders. Investing in IPOs has added risks because their shares are frequently volatile in
price. As a result, their performance can be more volatile and they face greater risk of business failure, which
could increase the volatility of a Fund’s portfolio.

Material Risks Relating to Convertible Securities

Each Fund may invest in convertible securities, which are bonds, debentures, notes, preferred stock or other
securities, which may be converted into or exchanged for a prescribed amount of common stock of the same
or different issuer within a particular period of time at a specified price or formula. A convertible security
entitles the holder to receive interest paid or accrued on debt or the dividend paid on preferred stock until the
convertible security matures or is redeemed, converted or exchanged. Before conversion, convertible
securities ordinarily provide a stream of income, which generate higher yields than those of common stocks
of the same or similar issuers but lower than the yield on non-convertible debt. Convertible securities are
usually subordinate or are comparable to non-convertible securities but rank senior to common stock or
shares in a company’s capital structure. The value of a convertible security is a function of (i) its yield in
comparison with the yields of other securities of comparable maturity and quality that do not have a
conversion privilege and (ii) its worth, at market value, if converted into the underlying common stock.
Convertible securities are typically issued by smaller capitalized companies whose stock prices may be
volatile. The price of a convertible security often reflects such variations in the price of the underlying
common stock in a way that non-convertible debt does not. A convertible security may be subject to
redemption at the option of the issuer at a price established in the convertible security’s governing
instrument.
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Material Risks Relating to Derivatives

Derivatives can be highly volatile and involve risks in addition to the risks of the underlying referenced
securities. Gains or losses from a derivative investment can be substantially greater than the derivative’s
original cost, and can therefore involve leverage. Leverage may cause a Fund to be more volatile than if it
had not used leverage. Derivatives can be less liquid than other types of investments and entail the risk that
the counterparty will default on its payment obligations. The successful use of derivatives requires
sophisticated management, and, to the extent that derivatives are used, a Fund will depend on the SCI’s
ability to analyze and manage derivatives transactions. The prices of derivatives may move in unexpected
ways, especially in abnormal market conditions.

Material Risks Relating to Portfolio Turnover

Increased portfolio turnover may result in higher costs, which may have a negative effect on a Fund’s
performance. In addition, higher portfolio turnover may result in the acceleration of capital gains and the
recognition of greater levels of short-term capital gains, which are taxed at ordinary federal income tax rates
when distributed to shareholders.

Prepayment Risk

Prepayment risk is the risk that during periods of falling interest rates, certain fixed-income securities with
higher interest rates, such as mortgage- and asset-backed securities, may be prepaid by their issuers thereby
reducing the amount of interest payments.

Repurchase Agreements Risk.

A Fund may enter into repurchase agreements in which it purchases a security (known as the “underlying
security”) from a securities dealer or bank. At that time, the bank or securities dealer agrees to repurchase the
underlying security at a mutually agreed upon price on a designated future date. The repurchase price may be
higher than the purchase price, the difference being income to a Fund, or the purchase and repurchase prices
may be the same, with interest at an agreed upon rate due to the Fund on repurchase. Repurchase agreements
must be “fully collateralized,” in that the market value of the underlying securities (including accrued
interest) must at all times be equal to or greater than the repurchase price. Repurchase agreements that do not
provide for payment within seven days will be treated as illiquid securities. In the event of a bankruptcy or
other default by the seller of a repurchase agreement, a Fund could experience delays in liquidating the
underlying security and losses in the event of a decline in the value of the underlying security while a Fund is
seeking to enforce its rights under the repurchase agreement.

Material Risks Relating to Interest Rate Futures

A Fund may use interest rate futures. The use of interest rate futures entails the risk that a Fund’s prediction
of the direction of interest rates is wrong, and that a Fund could consequently bear a loss. In addition, due to
the possibility of price distortions in the interest rate futures markets, or an imperfect correlation between the
underlying instrument and the interest rate the portfolio management is seeking to hedge, a correct forecast
of general interest rate trends by a Fund may not result in the successful use of futures.

Material Risks Relating to Securities Lending

A Fund may seek to earn additional income through lending its securities to certain qualified broker-dealers
and institutions. There is the risk that when portfolio securities are loaned, the securities may not be returned
on a timely basis, and a Fund may experience delays and costs in recovering the security or gaining access to
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the loan collateral. If a Fund is unable to recover a security on loan, a Fund may use the collateral to purchase
replacement securities in the market. There is a risk that the value of the collateral could decrease below the
cost of the replacement security by the time the replacement investment is made, resulting in a loss to a Fund.

Material Risks Relating to Firm Commitments and When-Issued Securities

Each Fund may purchase securities on a firm commitment basis, including when-issued securities. Securities
purchased on a firm commitment basis are purchased for delivery beyond the normal settlement date at a
stated price and yield. No income accrues to the purchaser of a security on a firm commitment basis prior to
delivery. Such securities are recorded as an asset and are subject to changes in value based upon changes in
the general level of interest rates. Purchasing a security on a firm commitment basis can involve a risk that
the market price at the time of delivery may be lower than the agreed upon purchase price, in which case
there could be an unrealized loss at the time of delivery. A Fund will only make commitments to purchase
securities on a firm commitment basis with the intention of actually acquiring the securities, but may sell
them before the settlement date if it is deemed advisable. A Fund will designate liquid assets in an amount at
least equal in value to such Fund’s commitments to purchase securities on a firm commitment basis. If the
value of these assets declines, a Fund will place additional liquid assets in the account on a daily basis so that
the value of the assets in the account is equal to the amount of such commitments.

Material Risks Relating to Floating and Variable Rate Instruments

Each Fund may each invest in floating and variable rate obligations. Floating or variable rate obligations bear
interest at rates that are not fixed, but vary with changes in specified market rates or indices, such as the
prime rate, and at specified intervals. The variable rate obligations in which a Fund may invest include
variable rate master demand notes, which are unsecured instruments issued pursuant to an agreement
between the issuer and the holder that permit the indebtedness thereunder to vary and provide for periodic
adjustments in the interest rate.

Certain of the floating or variable rate obligations that may be purchased by a Fund may carry a demand
feature that would permit the holder to tender them back to the issuer of the instrument or to a third party at
par value prior to maturity. Some of the demand instruments purchased by a Fund are not traded in a
secondary market and derive their liquidity solely from the ability of the holder to demand repayment from
the issuer or third party providing credit support. If a demand instrument is not traded in a secondary market,
a Fund will nonetheless treat the instrument as liquid for the purposes of its investment restriction limiting
investments in illiquid securities unless the demand feature has a notice period of more than seven days; if
the notice period is greater than seven days, such a demand instrument will be characterized as illiquid for
such purpose. A Fund’s right to obtain payment at par on a demand instrument could be affected by events
occurring between the date such Fund elects to demand payment and the date payment is due that may affect
the ability of the issuer of the instrument or a third party providing credit support to make payment when
due. To facilitate settlement, some demand instruments may be held in book entry form at a bank other than a
Fund’s custodian subject to a sub-custodian agreement approved by such Fund between that bank and such
Fund’s custodian.

Material Risks Relating to Inflation-Indexed Bonds

Inflation-indexed bonds are fixed income securities whose principal value is periodically adjusted according
to the rate of inflation. Two structures are common. The U.S. Treasury and some other issuers use a structure
that accrues inflation into the principal value of the bond. Most other issuers pay out the CPI accruals as part
of a semiannual coupon.

Inflation-indexed securities issued by the U.S. Treasury have maturities of five, ten or twenty years, although
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it is possible that securities with other maturities will be issued in the future. The U.S. Treasury securities pay
interest on a semiannual basis, equal to a fixed percentage of the inflation-adjusted principal amount. For
example, if a Fund purchased an inflation-indexed bond with a par value of $1,000 and a 3% real rate of
return coupon (payable 1.5% semi-annually), and inflation over the first six months were 1%, the mid-year
par value of the bond would be $1,010 and the first semi-annual interest payment would be $15.15 ($1,010
times 1.5%). If inflation during the second half of the year resulted in the whole year’s inflation equaling 3%,
the end-of-year par value of the bond would be $1,030 and the second semi-annual interest payment would
be $15.45 ($1,030 times 1.5%).

If the periodic adjustment rate measuring inflation falls, the principal value of inflation-indexed bonds will
be adjusted downward, and consequently the interest payable on these securities (calculated with respect to a
smaller principal amount) will be reduced. Repayment of the original bond principal upon maturity (as
adjusted for inflation) is guaranteed in the case of U.S. Treasury inflation-indexed bonds, even during a
period of deflation. However, the current market value of the bonds is not guaranteed, and will fluctuate.
Funds may also invest in other inflation related bonds which may or may not provide a similar guarantee. If a
guarantee of principal is not provided, the adjusted principal value of the bond repaid at maturity may be less
than the original principal. The value of inflation-indexed bonds is expected to change in response to changes
in real interest rates. Real interest rates in turn are tied to the relationship between nominal interest rates and
the rate of inflation.

Material Risks Relating to Interest-Only Securities

Interest only securities are a form of stripped mortgage security. Stripped mortgage securities may be issued
by agencies or instrumentalities of the U.S. government, or by private originators of, or investors in,
mortgage loans, including savings and loan associations, mortgage banks and special purpose subsidiaries of
the foregoing. The risk of early prepayment is the primary risk associated with 10s.

Stripped mortgage securities are structured with two or more classes of securities that receive different
proportions of the interest and principal distributions on a pool of mortgage assets. 10s are one class of a
stripped mortgage security that receives all of the interest (while the PO class will receive all of the
principal).

Material Risks Relating to Loan Participations and Assignments

Each Fund may invest in loan participations and assignments. Each Fund considers loan participations and
assignments to be investments in debt securities. Loan participations typically will result in a Fund having a
contractual relationship only with the lender, not with the borrower. A Fund will have the right to receive
payments of principal, interest and any fees to which it is entitled only from the lender selling the
participation and only upon receipt by the lender of the payments from the borrower. Under a loan
participation, a Fund generally will have no right to enforce compliance by the borrower with the terms of
the loan agreement relating to the loan, nor any rights of set-off against the borrower, and a Fund may not
benefit directly from any collateral supporting the loan in which it has purchased the participation. As a
result, a Fund will assume the credit risk of both the borrower and the lender that is selling the participation.
In the event of the insolvency of the lender selling a participation, a Fund may be treated as a general creditor
of the lender and may not benefit from any set-off between the lender and the borrower. When a Fund
purchases assignments of loans from lenders, such Fund will acquire direct rights against the borrower on the
loan, except that under certain circumstances such rights may be more limited than those held by the
assigning lender.

A Fund may have difficulty disposing of assignments and loan participations. In many cases the market for
such instruments is not highly liquid, and therefore each Fund anticipates that in such cases such instruments
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could be sold only to a limited number of institutional investors. The lack of a highly liquid secondary
market may have an adverse impact on the value of such instruments and will have an adverse impact on a
Fund’s ability to dispose of particular assignments or loan participations in response to a specific economic
event, such as deterioration in the creditworthiness of the borrower or the ability to dispose of them at the
price issued.

Material Risks Relating to Money Market Instruments/Securities

Each Fund may hold money market instruments, including commercial paper, bankers acceptances,
certificates of deposit and other short term debt securities as ancillary liquid assets.

Material Risks Relating to Restricted Securities and Securities with Limited Trading Markets (Rule 144A)

Each Fund may purchase securities for which there is a limited trading market or which are subject to
restrictions on resale to the public. If a Fund were to acquire substantial positions in securities with limited
trading markets, the activities of such Fund could have an adverse effect upon the liquidity and marketability
of such securities and such Fund might not be able to dispose of its holdings in those securities at then
current market prices. Circumstances could also exist (to satisfy redemptions, for example) when portfolio
securities might have to be sold by a Fund at times which otherwise might be considered to be
disadvantageous so that such Fund might receive lower proceeds from such sales than it had expected to
realize. Investments in securities which are “restricted” may involve added expenses to a Fund should such
Fund be required to bear registration costs with respect to such securities and could involve delays in
disposing of such securities which might have an adverse effect on the price and timing of sales of such
securities and the liquidity of such Fund with respect to redemptions. Restricted securities and securities for
which there is a limited trading market may be significantly more difficult to value due to the unavailability
of reliable market quotations for such securities, and investment in such securities may have an adverse
impact on net asset value. Funds may purchase Rule 144A securities for which there may be a secondary
market of qualified institutional buyers as contemplated by Rule 144A under the 1933 Act. Liquidity
determinations with respect to Rule 144A securities will be made by ALPS Advisors, Inc. or SCI pursuant to
guidelines established by ALPS. A Fund’s holdings of Rule 144A securities which are considered liquid
securities will not be subject to such Fund’s applicable limitation on investments in illiquid securities.

Each Fund may purchase Rule 144A securities on the GSTrUE exchange and other similar exchanges. These
markets provide access to only institutional and highly sophisticated investors. They allow private companies
to raise capital without the disclosure requirements of public markets and follow specific SEC rules to avoid
certain disclosure requirements. Under these rules, companies are able to sell securities without registering
them if the issued securities are limited to qualified institutional buyers (investors with at least $100 million
in assets), and there are less than 500 shareholders. The market is run through a proprietary trading system.
This system allows the members of the exchange to view bid and ask offers and recent sales. Actual
transactions are made through special brokers. Because of the lack of disclosure in these markets, shares are
expected to trade at a discount to the equivalent price achievable if the shares were listed on a public market.
Companies utilizing these markets however, believe that the ability to avoid disclosure requirements of
public markets is more important than receiving the higher price available from a public exchange listing.

Material Risks Relating to U.S. Government Securities

Each Fund may invest without limit in securities issued or guaranteed by the U.S. government or by its
agencies or instrumentalities. U.S. government securities in general include a wide variety of U.S. Treasury
obligations consisting of bills, notes and bonds, which principally differ only in their interest rates, maturities
and times of issuance. Securities issued or guaranteed by U.S. government agencies and instrumentalities are
debt securities issued by agencies or instrumentalities established or sponsored by the U.S. government and
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may be backed only by the credit of the issuing agency or instrumentality. A Fund will invest in such
obligations only where SCI is satisfied that the credit risk with respect to the issuer is minimal.

Securities issued by the U.S. Treasury generally do not involve the credit risks associated with investments in
other types of fixed-income securities, although, as a result, the yields available from these securities are
generally lower than the yields available from corporate fixed-income securities. Like other debt securities,
however, the values of U.S. government securities change as interest rates fluctuate, which could affect a
Fund’s net asset value. Since the magnitude of these fluctuations will generally be greater at times when a
Fund’s average maturity is longer, under certain market conditions a Fund may, for temporary defensive
purposes, accept lower current income from short-term investments rather than investing in higher yielding
long-term securities. Some U.S. Government securities (such as those issued by Fannie Mae and Freddie
Mac) are guaranteed as to the payment of principal and interest by the relevant entity (e.g., FNMA or
FHLMC) but are not backed by the full faith and credit of the U.S. government. Therefore, the securities
would generally not be issued or guaranteed by the U.S. Treasury.

Material Risks Relating to Zero Coupon Securities, Pay-In-Kind Bonds and Deferred Payment Securities

Each Fund may invest in zero coupon securities, pay-in-kind bonds and deferred payment securities. Zero
coupon securities are debt securities that pay no cash income but are sold at substantial discounts from their
value at maturity. When a zero coupon security is held to maturity, its entire return, which consists of the
amortization of discount, comes from the difference between its purchase price and its maturity value. This
difference is known at the time of purchase, so that investors holding zero coupon securities until maturity
know at the time of their investment what the expected return on their investment will be. Zero coupon
securities may have conversion features. Each Fund also may purchase pay-in-kind bonds. Pay-in-kind bonds
pay all or a portion of their interest in the form of debt or equity securities. Deferred payment securities are
securities that remain zero coupon securities until a predetermined date, at which time the stated coupon rate
becomes effective and interest becomes payable at regular intervals.

Zero coupon securities, pay-in-kind bonds and deferred payment securities tend to be subject to greater price
fluctuations in response to changes in interest rates than are ordinary interest-paying debt securities with
similar maturities. The value of zero coupon securities appreciates more during periods of declining interest
rates and depreciates more during periods of rising interest rates than ordinary interest-paying debt securities
with similar maturities. Zero coupon securities, pay-in-kind bonds and deferred payment securities may be
issued by a wide variety of corporate and governmental issuers. Although these instruments are generally not
traded on a national securities exchange, they are widely traded by brokers and dealers and, to such extent,
will not generally be considered illiquid for the purposes of a Fund’s limitation on investments in illiquid
securities.

Current U.S. federal income tax law requires the holder of a zero coupon security, certain pay-in-kind bonds,
deferred payment securities and certain other securities acquired at a discount to accrue income with respect
to these securities prior to the receipt of cash payments. Accordingly, to avoid liability for U.S. federal
income and excise taxes, a Fund may be required to distribute income accrued with respect to these securities
and may have to dispose of portfolio securities under disadvantageous circumstances in order to generate
cash to satisfy these distribution requirements.

Special Risks of Certain Markets
Non-U.S. Securities Risk

Investments in non-U.S. securities may experience additional risks compared to investments in securities of
U.S. companies. Non-U.S. securities are subject to the risks of foreign currency fluctuations, generally higher
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volatility and lower liquidity than U.S. securities, less developed securities markets and economic systems
and political and economic instability.

Furthermore, non-U.S. taxes also could detract from performance. Companies based in non-U.S. countries
may not be subject to accounting, auditing and financial reporting standards and practices as stringent as
those in the United States. Therefore, their financial reports may present an incomplete, untimely or
misleading picture of a non-U.S. company, as compared to the financial reports of U.S. companies. To the
extent a Fund invests in foreign debt securities, such investments are sensitive to changes in interest rates.
Additionally, investments in securities of foreign governments involve the risk that a foreign government
may not be willing or able to pay interest or repay principal when due.

Emerging Markets Risk

Emerging markets investments are subject to the same risks as foreign investments and to additional risks
due to greater political and economic uncertainties as well as a relative lack of information about companies
in such markets. To the extent that a Fund invests in issuers located in emerging markets, risks may be
heightened by political changes and changes in taxation or currency controls that could adversely affect the
values of these investments. Emerging markets have generally been more volatile than the markets of
developed countries with more mature economies. Securities traded on emerging markets are potentially
illiquid and may be subject to high transaction costs.

Extension Risk

Extension risk is the risk that borrowers may pay off their debt obligations more slowly in times of rising
interest rates, which will lengthen the duration of the portfolio.

Currency Risk

The value of a Fund’s investments may fall as a result of changes in exchange rates. As long as a Fund holds
a foreign security, its value will be affected by the value of the local currency relative to the U.S. dollar.
When a Fund sells a foreign currency denominated security, its value may be worth less in U.S. dollars even
if the security increases in value in its home country. U.S. dollar-denominated securities of foreign issuers
may also be affected by currency risk, as the value of these securities may also be affected by changes in the
issuer’s local currency.

Market Risk

Overall securities market risks may affect the value of individual instruments in which a Fund invests.
Factors such as domestic and foreign economic growth and market conditions, interest rate levels, and
political events affect the securities and derivatives markets.

Derivatives Risk.

Derivatives can be highly volatile and involve risks in addition to the risks of the underlying referenced
securities. Gains or losses from a derivative investment can be substantially greater than the derivative’s
original cost, and can therefore involve leverage. Leverage may cause a Fund to be more volatile than if it
had not used leverage. Derivatives can be less liquid than other types of investments and entail the risk that
the counterparty will default on its payment obligations. The successful use of derivatives requires
sophisticated management, and, to the extent that derivatives are used, a Fund will depend on SCI’s ability to
analyze and manage derivatives transactions. The prices of derivatives may move in unexpected ways,
especially in abnormal market conditions.
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Item 9: Disciplinary Information

SCI has no information to disclose under this Item 9.
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Item 10: Other Financial Industry Activities and Affiliations

SCl is not registered as a broker-dealer. The ALPS Funds are distributed by ALPS Distributors Inc. (“ADI”),
a registered broker-dealer. Gibson Smith and Roberta Tucker hold Series 7 and 63 licenses through ADI, but
do not intend to engage in broker activity with respect to the ALPS Funds.

Neither SCI nor its personnel are registered, or have an application pending to register, as a futures
commission merchant, commodity pool operator or a commaodity trading advisor.

SCI does not utilize or select other advisers or third party managers.
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Item 11: Code of Ethics, Participation or Interest in Client Transactions and Personal Trading

SCI maintains a code of ethics that sets forth certain standards of business conduct and contains provisions
that remind employees of their obligations to clients and their obligations to comply with state and federal
securities laws. The code of ethics will require that certain employees report their personal securities
transactions and holdings. Employees must conduct themselves in an ethical and professional manner, and
each new employee will be provided with a copy of SCI’s code of ethics.

SCI also maintains an insider trading policy. Employees who possess material nonpublic information that
could affect the value of an investment will be strictly prohibited from trading or inducing others to trade on
the material nonpublic information. The prohibition on using this information goes beyond the direct buying
and selling of securities. Employees must not use material nonpublic information to influence their
investment actions related to alternative investments or cause others to act on such information.

SCI will provide a copy of its code of ethics to any client or prospective client upon request.
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Item 12: Brokerage Practices
ALPS Funds

SCI will place orders for the purchase and sale of portfolio securities, options and futures contracts and will
buy and sell such securities, options and futures for the ALPS Funds through a substantial number of brokers
and dealers. In so doing, SCI will use its best efforts to obtain for the ALPS Funds the most favorable price
and execution available, except to the extent it may be permitted to pay higher brokerage commissions as
described below. In seeking the most favorable price and execution, SCI, having in mind the ALPS Funds’
best interests, will consider all factors it deems relevant, including, by way of illustration, price, the size of
the transaction, the nature of the market for the security, the amount of the commission, the timing of the
transaction taking into account market prices and trends, the reputation, experience and financial stability of
the broker-dealer involved and the quality of service rendered by the broker-dealer in that or other
transactions.

SCI will place orders for the purchase and sale of portfolio investments for the ALPS Funds’ accounts with
brokers or dealers selected by it in its discretion. In effecting purchases and sales of portfolio securities for
the accounts of the ALPS Funds, SCI will seek the best price and execution of the ALPS Funds’ orders. In
doing so, the ALPS Funds may pay higher commission rates than the lowest available when SCI believes it
is reasonable to do so in light of the value of the brokerage and research services provided by the broker
effecting the transaction, as discussed below. Although the ALPS Funds may use a broker-dealer that sells
ALPS Fund shares to effect transactions for the ALPS Funds’ portfolios, the ALPS Funds will not consider
the sale of ALPS Fund shares as a factor when selecting broker-dealers to execute those transactions.

There is generally no stated commission in the case of fixed-income securities and other securities traded on
a principal basis in the over-the-counter markets, but the price to be paid by an ALPS Fund will likely
include an undisclosed dealer commission or markup. In underwritten offerings, the price paid by an ALPS
Fund will include a disclosed, fixed commission or discount retained by the underwriter or dealer.
Transactions on U.S. stock exchanges and other agency transactions will involve the payment by an ALPS
Fund of negotiated brokerage commissions. Such commissions vary among different brokers. Also, a
particular broker may charge different commissions according to such factors as the difficulty and size of the
transaction. Transactions in non-U.S. securities generally involve the payment of fixed brokerage
commissions, which are generally higher than those in the United States. The purchase by an ALPS Fund of
participations or assignments may be pursuant to privately negotiated transactions pursuant to which an
ALPS Fund may be required to pay fees to the seller or forego a portion of payments in respect of the
participation agreement.

Advisers or sub-advisers of investment companies and other institutional investors receive research and
brokerage products and services (together, “services”) from broker-dealers which execute portfolio
transactions for the clients of such advisers. Consistent with this practice, SCI will receive brokerage and
research products and services from many broker-dealers with which SCI places the ALPS Funds’ portfolio
transactions. These services, which in some cases may also be purchased for cash, may include, among other
things, such items as general economic and security market reviews, industry and company reviews,
evaluations of securities, recommendations as to the purchase and sale of securities, and services related to
the execution of securities transactions. The advisory fees paid by the ALPS Funds will not be reduced
because SCI receives such services even though the receipt of such services relieves SCI from expenses it
might otherwise bear. Research and brokerage services provided by broker-dealers chosen by SCI to place
the ALPS Funds’ portfolio transactions may be useful to SCI in providing services to SCI’s other clients,
although not all of these services may be useful and of value to SCI in managing the ALPS Funds.
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Conversely, brokerage and research products and services provided to SCI by broker-dealers in connection
with trades executed on behalf of other clients of SCI may be useful to SCI in managing the ALPS Funds,
although not all of these brokerage and research products and services may be useful and of value to SCI in
managing such other clients.

In reliance on the “safe harbor” provided by Section 28(e) of the 1934 Act, SCI may cause the ALPS Funds
to pay a broker-dealer which provides “brokerage and research services” (as defined for purposes of Section
28(e)) to SCI an amount of commission for effecting a securities transaction for the ALPS Funds in excess of
the commission which another broker-dealer would have charged for effecting that transaction if SCI in good
faith believes that the commission is reasonable in relation to the value of the brokerage and research
services provided by the broker-dealer viewed in terms of either a particular transaction or SCI’s overall
responsibilities to the advisory accounts for which it exercises investment discretion.

SCI may place orders for the purchase and sale of exchange-listed portfolio securities with a broker-dealer

that is an affiliate of SCI where, in the judgment of SCI, such firm will be able to obtain a price and
execution at least as favorable as other qualified broker-dealers.
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Item 13: Review of Accounts

SCI regularly monitors the performance of the ALPS Funds’ investments by review of reports and audited
financial statements, and attendance of annual or board meetings and meetings with managers.

Each ALPS Fund will provide to its investors quarterly reports that summarize the overall performance of the
ALPS Fund’s investment portfolio and new developments within the portfolio and include the ALPS Fund’s
unaudited quarterly financial statements for the first, second and third quarter of each calendar year and
audited annual financial statements following the end of each calendar year. U.S. income tax information is
furnished annually.
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Item 14: Client Referrals and other Compensation

None
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Item 15: Custody

State Street Bank and Trust Company, located at 225 Franklin Street, Boston, MA, 02171 (“State Street”),
will serve as Custodian for the ALPS Funds, and in such capacity will be the registered owner of securities in
book-entry form belonging to the ALPS Funds. Upon instruction, the Custodian receives and delivers cash
and securities of the ALPS Funds in connection with transactions by an ALPS Fund and collects all
dividends and other distributions made with respect to ALPS Fund portfolio securities. The Custodian also
maintains certain accounts and records of the ALPS Funds.

The financial statements of each ALPS Fund are audited annually by an independent public accounting firm
and distributed to the respective investors of each ALPS Fund on an annual basis.
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Item 16: Investment Discretion

ALPS Advisors, Inc. is the adviser of each of the ALPS Funds and SCI is the sub-adviser to each Fund. SCI
generally exercises discretion to make investment decisions for the Funds, subject to oversight by ALPS
Advisors and any applicable investment criteria or other restrictions and limitations set forth in each Fund’s

governing documents.
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Item 17: Voting Client Securities

ALPS Funds

Given the nature of the investments of the ALPS Funds, SCI believes that voting Fund securities is unlikely.
In the event proxy voting is required, SCI will follow direction from and act consistently with applicable
voting policies of ALPS Advisors, Inc.

Upon written request, SCI will provide to any investor in an ALPS Fund, at no cost, a copy of SCI’s voting
policies and procedures and information on how the applicable ALPS Fund’s proxies have been voted in the

past.
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Item 18: Financial Information

SCI is not required to provide financial information called for in this item because SCI does not require
prepayment of fees.
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Item 19: Requirements for State-Registered Advisers

This item is not applicable.
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