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PROSPECTUS
(Proposed Holding Company for Standard Bank, PaSB)

Up to 3,450,000 Shares of Common Stock

Standard Financial Corp., a Maryland corporation, is offering shares of common stock for sale in connection with the
conversion of Standard Mutual Holding Company from the mutual to the stock form of organization. We expect that
our common stock will be listed for trading on the Nasdaq Capital Market under the symbol �STND� upon conclusion
of the stock offering.

We are offering up to 3,450,000 shares of common stock for sale on a best efforts basis. We may sell up to
3,967,500 shares of common stock because of demand for the shares in excess of 3,450,000 shares or changes in
market conditions that would increase our pro forma market value in excess of $34.5 million (3,450,000 shares
multiplied by the $10.00 purchase price per share) without resoliciting subscribers. We must sell a minimum of
2,550,000 shares in order to complete the offering.

We are offering the shares of common stock in a �subscription offering� to eligible depositors of Standard Bank, PaSB
(�Standard Bank� or the �Bank�). Shares of common stock not purchased in the subscription offering may be offered for
sale to the general public in a �community offering.� We also may offer for sale shares of common stock not purchased
in the subscription offering or community offering through a �syndicated community offering� managed by Stifel,
Nicolaus & Company, Incorporated (�Stifel Nicolaus�). In addition, Standard Financial Corp. intends to establish a
charitable foundation in connection with the conversion and contribute to it $200,000 in cash and a number of shares
of common stock with a value equal to 3.5% of the shares sold in the offering.

The minimum number of shares of common stock you may order is 25 shares. The maximum number of shares of
common stock that can be ordered by any person in the offering is 20,000 shares, and no person, together with an
associate or group of persons acting in concert, may purchase more than 30,000 shares in the offering. The offering is
expected to expire at 2:00 p.m., Eastern Time, on September 17, 2010. We may extend this expiration date without
notice to you until November 1, 2010. The Pennsylvania Department of Banking and the Board of Governors of the
Federal Reserve System may approve a later date which may not conclude beyond September 23, 2012. Once
submitted, orders are irrevocable unless the offering is terminated or is extended beyond November 1, 2010, or the
number of shares of common stock to be sold is increased to more than 3,967,500 shares or decreased to fewer than
2,550,000 shares. If the offering is extended beyond November 1, 2010, we will resolicit subscribers. You will have
the opportunity to maintain, change or cancel your order within a specified period. If you do not respond during that
period, your stock order will be cancelled, deposit account withdrawal authorizations will be cancelled or payment
will be returned promptly with interest calculated at our statement savings rate. If the number of shares of common
stock to be sold is increased to more than 3,967,500 shares or decreased to fewer than 2,550,000 shares, we will
cancel subscribers� orders, promptly return all funds with interest, cancel deposit account withdrawal authorizations
and establish a new offering range. Subscribers will be given an opportunity to place a new stock order. Funds
received during the offering will be held in a segregated account at Standard Bank and will earn interest calculated at
Standard Bank�s statement savings rate, which is currently 0.15% per annum.

Stifel Nicolaus will assist us in selling our shares of common stock on a best efforts basis. Stifel Nicolaus is not
required to purchase any shares of the common stock that are being offered for sale.

This investment involves a degree of risk, including the possible loss of your investment.
Please read �Risk Factors� beginning on page 17.

OFFERING SUMMARY
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Price: $10.00 per Share

Minimum Midpoint Maximum
Adjusted
Maximum

Number of shares 2,550,000 3,000,000 3,450,000 3,967,500
Gross offering proceeds $        25,500,000 $        30,000,000 $        34,500,000 $        39,675,000
Estimated offering expenses
(excluding selling agent fees
and expenses) $ 948,500 $ 948,500 $ 948,500 $ 948,500
Estimated selling agent fees
and expenses(1)(2) $ 407,886 $ 449,160 $ 490,434 $ 537,899
Estimated net proceeds $ 24,143,614 $ 28,602,340 $ 33,061,066 $ 38,188,601
Estimated net proceeds per
share $ 9.47 $ 9.53 $ 9.58 $ 9.63

(1) Includes: (i) selling commissions payable by us to Stifel, Nicolaus & Company, Incorporated in connection with
the subscription and community offerings equal to 1.0% of the aggregate amount of common stock sold in the
subscription and community offerings (net of insider purchases and shares purchased by our ESOP), or
approximately $347,900, at the adjusted maximum of the offering range; and (ii) other expenses of the offering
payable to Stifel, Nicolaus & Company, Incorporated as selling agent estimated to be $75,000. For information
regarding compensation to be received by Stifel, Nicolaus & Company, Incorporated and the other
broker-dealers that may participate in the syndicated community offering, including the assumptions regarding
the number of shares that may be sold in the subscription and community offerings and the syndicated
community offering to determine the estimated offering expenses, see �Pro Forma Data� on page 44 and �The
Conversion � Marketing and Distribution; Compensation� on page 127.

(2) If all shares of common stock are sold in the syndicated community offering, the maximum selling agent
commissions and expenses would be $1.3 million at the minimum, $1.5 million at the midpoint, $1.7 million at
the maximum, and $2.0 million at the maximum, as adjusted.

These securities are not deposits or accounts and are not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other government agency.

None of the Securities and Exchange Commission, the Pennsylvania Department of Banking, the Board of
Governors of the Federal Reserve System, nor any state securities regulator has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.

For assistance, please call the Stock Information Center, toll free, at (877) 821-5778.
The date of this prospectus is August 12, 2010.
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SUMMARY
The following summary highlights material information in this prospectus. It may not contain all the information

that is important to you. For additional information, you should read this entire prospectus carefully, including the
Consolidated Financial Statements and the notes to the Consolidated Financial Statements.
     In this prospectus, the terms �we, �our,� and �us� refer to Standard Financial Corp. and Standard Bank unless the
context indicates another meaning.
Standard Bank
     Standard Bank is a Pennsylvania chartered savings bank headquartered in Murrysville, Pennsylvania. Standard
Bank was organized in 1913, and reorganized into the mutual holding company structure in 1998. Standard Bank is
currently the wholly owned subsidiary of Standard Mutual Holding Company, a Pennsylvania mutual holding
company. On a consolidated basis, as of March 31, 2010, Standard Mutual Holding Company had total assets of
$403.2 million, total loans of $277.1 million, total deposits of $311.2 million and equity of $43.6 million. We provide
financial services to individuals, families and businesses through our ten banking offices located in the Pennsylvania
counties of Allegheny, Westmoreland and Bedford and Allegany County, Maryland.
     Standard Bank�s business consists primarily of accepting deposits from the general public and investing those
deposits, together with funds generated from operations and borrowings, in commercial real estate loans, one- to
four-family residential mortgage loans, home equity loans and lines of credit, commercial business loans and
investment securities. To a much lesser extent, we also originate construction loans and consumer loans. Standard
Bank offers a variety of deposit accounts, including savings accounts, certificates of deposit, money market accounts,
commercial and regular checking accounts and individual retirement accounts.
     Standard Bank�s executive offices are located at 2640 Monroeville Boulevard, Monroeville, Pennsylvania 15146.
Our telephone number at this address is (412) 856-0363. Our website address is www.standardbankpa.com.
Information on our website is not incorporated into this prospectus and should not be considered part of this
prospectus.
Standard Financial Corp.
     Standard Financial Corp. is a newly formed Maryland corporation that will own all of the outstanding shares of
common stock of Standard Bank upon completion of the mutual-to-stock conversion and the offering. Other than
matters of an organizational nature, Standard Financial Corp. has not engaged in any business to date.
     Our executive offices are located at 2640 Monroeville Boulevard, Monroeville, Pennsylvania 15146. Our telephone
number at this address is (412) 856-0363.
Our Organizational Structure
     In 1998, Standard Bank reorganized into the mutual holding company form of organization by forming Standard
Mutual Holding Company. Standard Mutual Holding Company owns 100% of the outstanding shares of common
stock of Standard Bank. Standard Mutual Holding Company is a mutual holding company that has no stockholders
and is controlled by the depositors of Standard Bank.

1
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     Pursuant to the terms of Standard Mutual Holding Company�s plan of conversion, Standard Mutual Holding
Company will convert from a mutual holding company to the stock holding company corporate structure. In addition,
we intend to contribute cash and shares of common stock to a charitable foundation we will establish in connection
with the conversion. Upon the completion of the conversion, Standard Mutual Holding Company will cease to exist,
and Standard Bank will be a wholly owned subsidiary of Standard Financial Corp.
Market Area
     We conduct our operations from our ten branch offices (nine of which are full service) located in the Pennsylvania
counties of Allegheny, Westmoreland and Bedford and Allegany County, Maryland. Standard Bank considers its
primary market area to be eastern Allegheny, Westmoreland, northern Fayette and southern Bedford counties in
Pennsylvania and Allegany County, Maryland.
     Our market area did not fully benefit from the national economic expansion during the period prior to the current
economic recession, and as a result, it has not been as severely affected during the current economic recession. The
national unemployment rate has remained over 9% and real estate prices across the country have declined
substantially in many markets. Recently, there have been some signs of economic improvement both nationally and in
our market area, although the unemployment rate in the eastern portion of our market area remains somewhat higher
than the unemployment rates of Pennsylvania and Maryland, respectively.
     In comparison to many areas throughout the country, real estate values in our market have been reasonably stable,
as many areas in the country experienced more significant increases in real estate values during the past decade.
Management believes that this, combined with a more moderate employment situation within our market area, has
resulted in a less severe decline in real estate market values in our market area compared to many other parts of the
country.
     Our market area has a broad range of private employers, and has changed its focus from heavy industry to more
specialized industries and service providers, including technology, health care, education and finance. Allegheny
County, Pennsylvania is the headquarters for seven Fortune 500 companies, including H.J. Heinz, USX Corporation
and Alcoa Inc. Westmoreland County is east of Allegheny County and is part of the Pittsburgh metropolitan area.
Allegany County, Maryland is part of the Cumberland, Maryland-West Virginia metropolitan area, which is
equidistant from Pittsburgh and Baltimore, and its economy includes information technology, biotechnology, medical
services and manufacturing.
     Median household income levels in our market area have been mixed. Allegheny County, Pennsylvania and
Allegany County, Maryland have trailed the median household income growth rate of their respective states and the
nation over the last several years, while Westmoreland and Fayette Counties have outpaced it. However, the median
household income in each of the counties within our market area is substantially less than their respective states and
nationally.

2
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Business Strategy
     Our business strategy is to grow and improve our profitability by:

� Remaining a community-oriented financial institution while continuing to increase our customer base of small
and medium-size businesses in our market area;

� Increasing commercial real estate lending while maintaining conservative loan underwriting standards;
� Emphasizing lower cost core deposits by attracting new customers and enhancing existing customer

relationships;
� Expanding our branch network, through branch purchases and de novo branching; and
� Pursuing future expansion and acquisition opportunities with the capital raised in the conversion,

although we have no current arrangements or agreements with respect to any such acquisitions.
     A full description of our products and services begins on page 86 of this prospectus under the heading �Business of
Standard Bank.�
     These strategies are intended to guide our investment of the net proceeds of the offering. We intend to continue to
pursue our business strategy after the conversion and the offering, subject to changes necessitated by future market
conditions and other factors. See �Management�s Discussion and Analysis of Financial Condition and Results of
Operations�Business Strategy� for a further discussion of our business strategy.
Reasons for the Conversion
     While Standard Bank currently exceeds all regulatory capital requirements, the proceeds from the sale of common
stock will increase our capital, which will support our continued lending and operations growth. In deciding to pursue
the conversion and offering at this time our Board of Directors considered current market conditions, the amount of
capital needed for continued growth and that the offering will not raise excessive capital.
     Additionally, we considered the following reasons for converting and raising additional capital:

� to support our internal growth through lending (with a particular emphasis on commercial real estate lending)
in communities we serve or may serve in the future;

� to provide additional financial resources to pursue future expansion and acquisition opportunities,
although we have no current arrangements or agreements with respect to any such acquisitions;

� to improve our capital position during a period of significant economic uncertainty;
� to provide us with better capital management tools, including the ability to pay dividends and to

repurchase shares of our common stock, subject to market conditions;
3
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� to form a charitable foundation to benefit the communities we serve; and
� to retain and attract qualified personnel by establishing stock-based benefit plans.

     We believe that the additional capital raised in the offering will enable us to take advantage of business
opportunities that may not otherwise be available to us. As of March 31, 2010, Standard Bank was considered �well
capitalized� for regulatory purposes and is not subject to a directive or a recommendation from the Pennsylvania
Department of Banking, the Federal Deposit Insurance Corporation or the Board of Governors of the Federal Reserve
System (�Federal Reserve Board�) to raise capital.
     For further information about our reasons for the conversion and stock offering, please see �The Conversion�Reasons
for the Conversion.�
Terms of the Conversion and the Offering
     Under Standard Mutual Holding Company�s plan of conversion, our organization will convert to a fully public
stock holding company structure. In connection with the conversion, we are offering between 2,550,000 and
3,450,000 shares of common stock to eligible depositors of Standard Bank, to our employee benefit plans and, to the
extent shares remain available, to the general public. The number of shares of common stock to be sold may be
increased to up to 3,967,500 shares as a result of demand for the shares or changes in the market for financial
institution stocks. Unless the number of shares of common stock to be offered is increased to more than 3,967,500
shares or decreased to less than 2,550,000 shares, or the offering is extended beyond November 1, 2010, subscribers
will not have the opportunity to change or cancel their stock orders.
     The purchase price of each share of common stock to be issued in the offering is $10.00. All investors will pay the
same purchase price per share. Investors will not be charged a commission to purchase shares of common stock in the
offering. Stifel, Nicolaus & Company, Incorporated, our marketing advisor in the offering, will use its best efforts to
assist us in selling shares of our common stock. Stifel, Nicolaus & Company, Incorporated is not obligated to purchase
any shares of common stock in the offering.
Persons Who May Order Shares of Common Stock in the Offering
     We are offering the shares of common stock in a �subscription offering� in the following descending order of
priority:

� First, to depositors of Standard Bank with aggregate account balances of at least $50 as of the close of business
on March 31, 2009.

� Second, to Standard Bank�s tax-qualified employee benefit plans (including our employee stock ownership plan
and 401(k) plan), which will receive, without payment therefor, nontransferable subscription rights to purchase
in the aggregate up to 10% of the shares of common stock sold in the offering and issued to the charitable
foundation. We expect our employee stock ownership plan to purchase 8% of the shares of common stock sold
in the offering and issued to the charitable foundation. If market conditions warrant, the employee stock
ownership plan may instead elect to purchase shares in the open market following the completion of the
conversion.

4

Edgar Filing: Standard Financial Corp. - Form 424B3

Table of Contents 9



Table of Contents
� Third, to depositors of Standard Bank with aggregate account balances of at least $50 as of the close of

business on June 30, 2010.
� Fourth, to depositors of Standard Bank as of July 28, 2010.

     Shares of common stock not purchased in the subscription offering may be offered for sale to the general public in
a �community offering,� with a preference given to natural persons and trusts of natural persons residing in the
Pennsylvania counties of Allegheny, Westmoreland and Bedford and Allegany County, Maryland, and thereafter to
other members of the general public. The community offering may begin concurrently with, during or promptly after
the subscription offering as we may determine at any time. If shares remain available for sale following the
subscription offering or community offering, we also may offer for sale shares of common stock through a �syndicated
community offering� managed by Stifel, Nicolaus & Company. We have the right to accept or reject, in our sole
discretion, orders received in the community offering or syndicated community offering.
     To ensure a proper allocation of stock, each subscriber eligible to purchase stock in the subscription offering must
list on his or her stock order form all deposit accounts in which he or she had an ownership interest at the applicable
eligibility date. Failure to list all accounts, or providing incorrect information, could result in the loss of all or part of a
subscriber�s stock allocation. Our interpretation of the terms and conditions of the plan of conversion and of the
acceptability of the order forms will be final.
     If we receive orders for more shares than we are offering, we may not be able to fully or partially fill your order.
Shares will be allocated first, in the order of priority, to subscribers in the subscription offering before any shares are
allocated in the community offering.
     For a detailed description of the offering, including share allocation procedures, please see �The Conversion.�
How We Determined the Offering Range
     The amount of common stock that we are offering is based on an independent appraisal of the estimated market
value of Standard Financial Corp., assuming the conversion and the offering are completed and the charitable
foundation is funded with a contribution of cash and common stock. RP Financial, LC., our independent appraiser, has
estimated that, as of May 28, 2010, this market value, including shares sold in the offering and issued to the
foundation, was $31,050,000. By regulation, the market value constitutes the midpoint of a valuation range, with a
minimum of $26,392,500, and a maximum of $35,707,500. Based on this market value, and excluding the shares
issued to the foundation, the offering ranges from a minimum of $25,500,000 to a maximum of $34,500,000 with a
midpoint of $30,000,000. The $10.00 per share price was selected primarily because it is the price most commonly
used in mutual-to-stock conversions of financial institutions. If market conditions warrant, the market value, including
shares sold in the offering and issued to the foundation, can be increased to $41,063,630, and the offering, excluding
shares issued to the foundation can be increased to $39,675,000.
     RP Financial, LC. advised the Board of Directors that the appraisal was prepared in conformance with the
regulatory appraisal methodology. This methodology requires a valuation based on an analysis of the trading prices of
comparable public companies whose stocks have traded for at least one year prior to the valuation date. RP Financial,
LC. selected a group of 10 comparable public companies for this analysis that comprised the peer group for valuation
purposes. Consistent with applicable appraisal guidelines, the appraisal applied three primary methodologies: the pro
forma price-to-book value approach applied to both reported book value and tangible book value; the pro forma
price-to-earnings

5
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approach applied to reported and core earnings; and the pro forma price-to-assets approach. Based on RP Financial�s
belief that asset size is not a strong determinant of market value, RP Financial did not place significant weight on the
pro forma price-to-assets approach in reaching its conclusions. RP Financial placed the greatest emphasis on the
price-to-earnings and price-to-book approaches in estimating pro forma market value. The market value ratios applied
in the three methodologies were based upon the current market valuations of the peer group companies identified by
RP Financial, subject to valuation adjustments applied by RP Financial to account for differences between us and the
peer group. Upward adjustments were applied in the valuation for financial condition and profitability, growth and
viability of earnings. Downward valuation adjustments were applied for our primary market area and marketing of the
common stock. No adjustment was applied in the valuation for asset growth, liquidity of the common stock,
dividends, management and the effect of government regulations and regulatory reform. The upward adjustments
considered, among other factors, our more favorable asset quality measures, higher pro forma capital ratios, and
stronger return on average assets when compared to the peer group. The downward valuation adjustments considered
the less attractive demographic trends in our primary market area (shrinking population, comparable or lower per
capita income and lower deposit market shares) versus the peer group and the valuation considerations applied by
potential investors in purchasing a newly issued stock that has no prior trading history in a volatile market for thrift
and savings bank common stock.
     The appraisal peer group consists of the following companies, with asset size as of March 31, 2010.

Company Name
Ticker
Symbol Exchange Headquarters

Total
Assets
(in

millions)

Citizens Community Bancorp, Inc. CZWI NASDAQ
Eau Claire,

WI $ 577
Elmira Savings Bank, FSB ESBK NASDAQ Elmira, NY $ 489
First Capital, Inc. FCAP NASDAQ Corydon, IN $ 463

First Savings Financial Group FSFG NASDAQ
Clarksville,

IN $ 494

Harleysville Savings Financial Corp. HARL NASDAQ
Harleysville,

PA $ 843
River Valley Bancorp RIVR NASDAQ Madison, IN $ 395
Rome Bancorp, Inc. ROME NASDAQ Rome, NY $ 328

TF Financial Corp. THRD NASDAQ
Newtown,

PA $ 716
Wayne Savings Bancshares WAYN NASDAQ Wooster, OH $ 406

WVS Financial Corp. WVFC NASDAQ
Pittsburgh,

PA $ 377
     The following table presents a summary of selected pricing ratios for the peer group companies and Standard (on a
pro forma basis). The pricing ratios are based on earnings and other information as of and for the six months ended
March 31, 2010, stock price information as of May 28, 2010, as reflected in RP Financial, LC.�s appraisal report, dated
May 28, 2010, and the number of shares assumed to be outstanding as described in �Pro Forma Data.� Compared to the
average pricing of the peer group, our pro forma pricing ratios at the maximum of the offering range indicated a
discount of 38.1% on a price-to-book value basis, a discount of 35.2% on a price-to-tangible book value basis, and a
discount of 2.9% on a price-to-earnings basis.

6
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Price-to-earnings Price-to-book Price-to-tangible

multiple(1) value ratio
book value

ratio
Standard (on a pro forma basis, assuming completion
of the conversion)
Minimum 11.01x 40.78% 47.98%
Midpoint 12.94x 45.23% 52.69%
Maximum 14.86x 49.16% 56.75%
Maximum, as adjusted 17.06x 53.22% 60.86%

Valuation of peer group companies, as of
May 28, 2010
Averages 15.30x 79.38% 87.62%
Medians 12.79x 80.81% 88.09%

(1) Information is
derived from the
RP Financial,
LC. appraisal
report and are
based upon
reported
earnings for the
twelve months
ended
March 31, 2010.
These ratios are
different from
the ratios in �Pro
Forma Data.�

     Compared to the median pricing of the peer group, our pro forma pricing ratios at the maximum of the offering
range indicated a discount of 39.2% on a price-to-book value basis, a discount of 35.6% on a price-to-tangible book
value basis, and a premium of 16.2% on a core price-to-earnings basis.
     Our Board of Directors carefully reviewed the information provided to it by RP Financial, LC. through the
appraisal process, but did not make any determination regarding whether prior standard mutual-to-stock conversions
have been undervalued. Instead, we engaged RP Financial, LC. to help us understand the regulatory process as it
applies to the appraisal and to advise the Board of Directors as to how much capital Standard Financial Corp. would
be required to raise under the regulatory appraisal guidelines.
     The independent appraisal also reflects the contribution of cash and shares of common stock to the charitable
foundation we are organizing in connection with the conversion. The contribution of cash and shares of our common
stock to the charitable foundation will reduce our estimated pro forma market value. See �Comparison of Valuation and
Pro Forma Information With and Without the Charitable Foundation.�
     RP Financial, LC. will update the independent appraisal prior to the completion of the conversion. If the estimated
appraised value, including offering shares and excluding shares contributed to the charitable foundation, changes to
either below $25.5 million or above $39.7 million, we will promptly return all funds, establish a new offering range
and resolicit persons who previously submitted stock orders. See �The Conversion�Share Pricing and Number of Shares
to be Issued.�
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The independent appraisal does not indicate per share market value. Do not assume or expect that the
valuation of Standard Financial Corp. as indicated above means that, after the conversion and the offering, the
shares of common stock will trade at or above the $10.00 offering price. Furthermore, the pricing ratios
presented above were utilized by RP Financial, LC. to estimate our market value and not to compare the
relative value of shares of our common stock with the value of the capital stock of the peer group. The value of
the capital stock of a particular company may be affected by a number of factors such as financial
performance, asset size and market location.
     For a more complete discussion of the amount of common stock we are offering for sale and the independent
appraisal, including a comparison of selected pro forma pricing ratios compared to pricing ratios of the peer group, see
�The Conversion�Share Pricing and Number of Shares to be Issued.�
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Limits on How Much Common Stock You May Purchase
     The minimum number of shares of common stock that may be purchased is 25. Generally, no individual may
purchase more than 20,000 shares ($200,000) of common stock in the offering. If any of the following persons
purchases shares of common stock, their purchases, in all categories of the offering, when combined with your
purchases, cannot exceed 30,000 shares ($300,000):

� your spouse or relatives of you or your spouse living in your house;
� most companies, trusts or other entities in which you are a trustee, have a substantial beneficial interest or hold

a senior management position; or
� other persons who may be your associates or persons acting in concert with you.

     See the detailed descriptions of �acting in concert� and �associate� in �The Conversion�Limitations on Common Stock
Purchases.�
How You May Purchase Shares of Common Stock
     In the subscription offering and community offering, you may pay for your shares only by:

� personal check, bank check or money order, made payable to Standard Financial Corp.; or
� authorizing us to withdraw funds from the types of Standard Bank deposit accounts permitted on the stock

order form.
     Standard Bank is not permitted to knowingly lend funds to anyone for the purpose of purchasing shares of common
stock in the offering. Additionally, you may not submit a check drawn on a Standard Bank line of credit, and you may
not submit a third-party check to pay for shares of common stock. Please do not submit cash. Wire transfers may not
be used to pay for shares of common stock.
     You can subscribe for shares of common stock in the offering by delivering a signed and completed original stock
order form, together with full payment or authorization to withdraw from one or more of your Standard Bank deposit
accounts (other than accounts with check-writing privileges), so that it is received (not postmarked) before 2:00 p.m.,
Eastern Time, on September 17, 2010, which is the expiration of the offering period. You may submit your stock
order form by mail using the stock order reply envelope provided, by overnight courier to the indicated address on the
order form or by hand-delivery to Standard Bank�s executive office, which is located at 2640 Monroeville Boulevard,
Monroeville, Pennsylvania. We will not accept stock order forms at other Standard Bank offices. Please do not mail
stock order forms to Standard Bank.
     You may be able to subscribe for shares of common stock using funds in your individual retirement account (�IRA�)
or other retirement account. If you wish to use some or all of the funds in your Standard Bank IRA or other Standard
Bank retirement account to purchase our common stock, the applicable funds must first be transferred to a
self-directed account maintained by an independent trustee, such as a brokerage firm, and the purchase must be made
through that account. Because individual circumstances differ and processing of retirement fund orders takes
additional time, we recommend that you contact our Stock Information Center promptly, preferably at least two weeks
before the September 17, 2010 expiration of the offering period, for assistance with purchases using funds from your
Standard
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Bank retirement account or any retirement account that you may have elsewhere. Whether you may use such funds for
the purchase of shares in the stock offering may depend on time constraints and, possibly, limitations imposed by the
brokerage firm or institution where your funds are held.
     See �The Conversion�Procedure for Purchasing Shares� for a complete description of how to purchase shares in the
stock offering.
Deadline for Orders of Common Stock
     The deadline for purchasing shares of common stock in the offering is 2:00 p.m., Eastern Time, on September 17,
2010. Your stock order form, with full payment, must be received (not postmarked) by 2:00 p.m., Eastern Time on
September 17, 2010.
     Although we will make reasonable attempts to provide a prospectus and offering materials to holders of
subscription rights, the subscription offering and all subscription rights will expire at 2:00 p.m., Eastern Time, on
September 17, 2010, whether or not we have been able to locate each person entitled to subscription rights.
     See �The Conversion�Procedure for Purchasing Shares� for a complete description of how to purchase shares in the
stock offering.
Delivery of Shares of Common Stock in the Subscription and Community Offerings
     Stock certificates will not be issued (except to directors and executive officers, whose ability to sell their shares of
common stock is restricted by federal securities and banking laws). Instead, all shares of common stock sold in the
subscription and community offerings will be issued in book-entry form, through the Direct Registration System,
which allows each investor�s shares to be maintained on the books of our transfer agent. Shortly after the conversion is
completed, our transfer agent will issue DRS statements to investors, reflecting their stock ownership. Statements will
be sent by first class mail to the stock registration address noted by the investor on the stock order form. Though
investors will not possess a stock certificate, they will retain all stockholder rights, including the ability to sell shares.
Although the shares of common stock will have begun trading, brokerage firms are likely to require that you
have received your statement prior to selling your shares. You will be able to purchase additional shares of
Standard Financial Corp. common stock through a brokerage firm.
After-Market Stock Price Performance Provided by Independent Appraiser
     The following table presents stock price performance information for all standard mutual-to-stock conversions
completed between January 1, 2009 and May 28, 2010. None of these companies was included in the group of 10
comparable public companies utilized in RP Financial, LC.�s valuation analysis.
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Mutual-to-Stock Conversion Offerings with Closing Dates
between January 1, 2009 and May 28, 2010

Percentage Price Appreciation
(Depreciation)

From Initial Trading Date

Company Name and (%) (%) (%)
Through
May 28,

Ticker Symbol
Conversion

Date Exchange
One
Day

One
Week

One
Month 2010 (%)

Harvard Illinois Bancorp,
Inc. (HARI) 4/09/10 OTCBB 0.0 0.0 (1.0) (21.5)
OBA Financial Services,
Inc. (OBAF) 1/22/10 NASDAQ 3.9 1.1 3.0 14.6
OmniAmerican Bancorp,
Inc. (OABC) 1/21/10 NASDAQ 18.5 13.2 9.9 15.7
Versailles Financial Corp.
(VERF) 1/13/10 OTCBB 0.0 0.0 0.0 0.0
Athens Bancshares, Inc.
(AFCB) 1/07/10 NASDAQ 16.0 13.9 10.6 6.0
Territorial Bancorp, Inc.
(TBNK) 7/15/09 NASDAQ 49.9 47.5 48.7 97.0
St. Joseph Bancorp, Inc.
(SJBA) 2/02/09 OTCBB 0.0 0.0 0.0 0.0
Hibernia Hmstd Bncrp, Inc.
(HIBE) 1/28/09 OTCBB 5.0 5.0 5.0 50.0

Average 11.7 10.1 9.5 20.2
Median 4.5 3.1 4.0 10.3
High 49.9 47.5 48.7 97.0
Low 0.0 0.0 (1.0) (21.5)
     Stock price performance is affected by many factors, including, but not limited to: general market and economic
conditions; the interest rate environment; the amount of proceeds a company raises in its offering; and numerous
factors relating to the specific company, including the experience and ability of management, historical and
anticipated operating results, the nature and quality of the company�s assets, and the company�s market area. None of
the companies listed in the table above are exactly similar to Standard Financial Corp. The pricing ratios for their
stock offerings were in some cases different from the pricing ratios for Standard Financial Corp.�s common stock and
the market conditions in which these offerings were completed were, in most cases, different from current market
conditions. The performance of these stocks may not be indicative of how our stock will perform.

There can be no assurance that our stock price will not trade below $10.00 per share, as has been the case
for many mutual-to-stock conversions. Before you make an investment decision, we urge you to carefully read
this prospectus, including, but not limited to, the section entitled �Risk Factors� beginning on page 17.
Steps We May Take If We Do Not Receive Orders for the Minimum Number of Shares
     If we do not receive orders for at least 2,550,000 shares of common stock, we may take the following steps to issue
the minimum number of shares of common stock in the offering range:

� increase the maximum purchase limitations; and/or
� seek the approval of the Pennsylvania Department of Banking and the Federal Reserve Board to extend the

offering beyond November 1, 2010, so long as we resolicit subscriptions that we have previously received in
the offering.
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     If one or more purchase limitations are increased, subscribers in the subscription offering who ordered the
maximum amount and indicated on their stock order forms a desire to be resolicited, will be given the opportunity to
increase their subscription up to the then-applicable limit.
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Possible Change in the Offering Range
� RP Financial, LC. will update its appraisal before we complete the offering. If, as a result of demand for the

shares or changes in market conditions, RP Financial, LC. determines that our pro forma market value has
increased, we may sell up to 3,967,500 shares in the offering without further notice to you. If our pro forma
market value including the shares to be issued to the foundation (following the completion of any authorized
extension of the offering) is either below $26.4 million or above $41.1 million and the number of shares of
common stock to be sold is increased to more than 3,967,500 shares or decreased to fewer than 2,550,000
shares, we will cancel subscribers� orders, promptly return all funds with interest, cancel deposit account
withdrawal authorizations and establish a new offering range. Subscribers will be given an opportunity to place
a new stock order.

     In the event that we extend the offering without changing the stock offering range and conduct a resolicitation, we
will notify subscribers of the extension of time and of the rights of subscribers to maintain, change or cancel their
stock orders within a specified period. If a subscriber does not respond during the period, his or her stock order will be
cancelled and payment will be returned promptly, with interest calculated at our statement savings rate, and deposit
account withdrawal authorizations will be cancelled.
Possible Termination of the Offering
     We may terminate the offering at any time and for any reason prior to the special meeting of depositors of Standard
Bank that is being called to vote upon the conversion, and at any time after depositor approval with the approval of the
Pennsylvania Department of Banking and the Federal Reserve Board. If we terminate the offering, we will promptly
return your funds with interest calculated at Standard Bank�s statement savings rate, and we will cancel deposit
account withdrawal authorizations.
How We Intend to Use the Proceeds From the Offering
     We intend to invest 50% of the net proceeds from the offering in Standard Bank, loan funds to our employee stock
ownership plan to fund its purchase of our shares of common stock, contribute $200,000 in cash and a number of
shares of common stock with a value equal to 3.5% of the shares sold in the offering to the charitable foundation and
retain the remainder of the net proceeds from the offering. Therefore, assuming we sell 3,000,000 shares of common
stock in the stock offering, and we have net proceeds of $28.6 million, we intend to invest $14.3 million in Standard
Bank, loan $2.5 million to our employee stock ownership plan to fund its purchase of our shares of common stock,
contribute $200,000 to Standard Charitable Foundation, and retain the remaining $11.6 million of the net proceeds.
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     The following table summarizes how we intend to distribute the net proceeds from the stock offering, based on the
sale of share at the minimum and maximum of the offering range:

2,550,000 Shares
at

3,450,000 Shares
at

$10.00 $10.00
(In thousands) Per Share Per Share
Offering Proceeds $ 25,500,000 $ 34,500,000
Less: offering expenses (estimated) 1,356,000 1,439,000

Net offering proceeds 24,144,000 33,061,000
Less:
Proceeds contributed to Standard Bank 12,072,000 16,531,000
Cash contributed to foundation 200,000 200,000
Proceeds used for loan to employee stock ownership plan 2,111,000 2,857,000

Proceeds retained by Standard Financial Corp. $ 9,761,000 $ 13,474,000

     We may use the funds we retain for investments, to pay cash dividends, to repurchase shares of common stock and
for other general corporate purposes. Standard Bank may use the proceeds it receives from us to support increased
lending and other products and services, and to repay borrowings.
     Please see the section of this prospectus entitled �How We Intend to Use the Proceeds from the Offering� for more
information on the proposed use of the proceeds from the offering.
You May Not Sell or Transfer Your Subscription Rights
     Regulations issued by the Office of Thrift Supervision or Federal Deposit Insurance Corporation, as implemented
by the Pennsylvania Department of Banking and Federal Reserve Board, prohibit you from transferring your
subscription rights. If you order shares of common stock in the subscription offering, you will be required to state that
you are purchasing the shares of common stock for yourself and that you have no agreement or understanding to sell
or transfer your subscription rights. We intend to take legal action, including reporting persons to federal or state
regulatory agencies, against anyone who we believe has sold or given away his or her subscription rights. We will not
accept your order if we have reason to believe that you have sold or transferred your subscription rights. When
completing your stock order form, you should not add the name(s) of persons who do not have subscription rights or
who qualify in a lower subscription offering priority than you do. In addition, the stock order form requires that you
list all deposit accounts, giving all names on each account and the account number at the applicable eligibility record
date. Your failure to provide this information, or providing incomplete or incorrect information, may result in a loss of
part or all of your share allocation, if there is an oversubscription.
Purchases by Officers and Directors
     We expect our directors and executive officers, together with their associates, to subscribe for 160,000 shares
($1.6 million) of common stock in the offering, or 6.3% of the shares to be sold at the minimum of the offering range.
The purchase price paid by our directors and executive officers for their shares will be the same $10.00 per share price
paid by all other persons who purchase shares of common stock in the offering.
     See �Subscriptions by Directors and Executive Officers� for more information on the proposed purchases of our
shares of common stock by our directors and executive officers.
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Benefits to Management and Potential Dilution to Stockholders Following the Conversion
     We expect our employee stock ownership plan, which is a tax-qualified retirement plan for the benefit of all our
employees, to purchase 8% of the total number of shares of common stock that we sell in the offering and issue to the
charitable foundation. Purchases by the employee stock ownership plan will be included in determining whether the
required minimum number of shares has been sold in the offering. We reserve the right to purchase shares of common
stock in the open market following the stock offering in order to fund all or a portion of the employee stock ownership
plan.
     Our current intention is to adopt one or more stock-based benefit plans no earlier than twelve months after
completion of the conversion. Stockholder approval of these plans will be required, and the stock-based benefit plans
cannot be implemented until at least six months after the completion of the conversion pursuant to regulations as
implemented by the Pennsylvania Department of Banking and the Federal Reserve Board. If adopted within
12 months following the completion of the conversion, the stock-based benefit plan will reserve a number of shares of
common stock equal to not more than 4% of the shares sold in the offering and issued to the charitable foundation
(reduced by amounts purchased in the stock offering by our 401(k) plan using its purchase priority in the stock
offering), for restricted stock awards to key employees and directors, at no cost to the recipients, and will also reserve
a number of stock options equal to not more than 10% of the shares of common stock sold in the offering and issued
to the charitable foundation for key employees and directors. If the stock-based benefit plans are adopted after one
year from the date of the completion of the conversion, the 4% and 10% limitations described above will no longer
apply, and we may adopt stock-based benefit plans encompassing more than 14% of our shares of common stock.
     The following table summarizes the number of shares of common stock and aggregate dollar value of grants
(valuing each share granted at the offering price of $10.00) that would be available under one or more stock-based
benefit plans if such plans reserve a number of shares of common stock equal to not more than 4% and 10% of the
shares sold in the offering and issued to the charitable foundation for restricted stock awards and stock options,
respectively. The table shows the dilution to stockholders if all of these shares are issued from authorized but unissued
shares, instead of shares purchased in the open market. The table also sets forth the number of shares of common
stock to be acquired by the employee stock ownership plan for allocation to all eligible employees.
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Number of Shares to be Granted or
Purchased Value of Grants (1)

Dilution
Resulting

At

As a
Percentage

of

From
Issuance

of At
At

Minimum
of

Adjusted
Maximum of

Common
Stock to be

Shares for
Stock

At
Minimum

of
Adjusted

Maximum of
Offering
Range

Offering
Range Issued (2)

Benefit
Plans

Offering
Range

Offering
Range

(Dollars in thousands)
Employee stock
ownership plan 211,140 328,509 8.00% � $ 2,111 $ 3,285
Stock awards 105,570 164,255 4.00 3.85% 1,056 1,643
Stock options 263,925 410,636 10.00 9.09% 784 1,220

Total 580,635 903,400 22.00% 12.28% $ 3,951 $ 6,148

(1) The actual value
of restricted
stock grants will
be determined
based on their
fair value as of
the date grants
are made. For
purposes of this
table, fair value
is assumed to be
the same as the
offering price of
$10.00 per
share. The fair
value of stock
options has been
estimated at
$2.97 per option
using the
Black-Scholes
option pricing
model, based
upon
assumptions
described in �Pro
Forma Data.�
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The actual
expense of stock
options granted
under a
stock-based
benefit plan will
be determined
by the
grant-date fair
value of the
options, which
will depend on a
number of
factors,
including the
valuation
assumptions
used in the
option pricing
model
ultimately
adopted, which
may or may not
be the
Black-Scholes
model.

(2) The stock-based
benefit plans
may award a
greater number
of options and
shares and
issued to the
charitable
foundation,
respectively, if
the plans are
adopted more
than 12 months
after the
completion of
the conversion.

     In addition to the stock-based benefit plans that we may adopt, we intend to enter into employment agreements and
change of control agreements with certain of our executive and other officers. See �Management of Standard Financial
Corp.�Executive Officer Compensation� for a further discussion of these agreements, including their terms and potential
costs, as well as a description of other benefits arrangements. In addition, for further information with respect to the
expenses related to the stock-based benefit plans, see �Risk Factors�Our stock-based benefit plans will increase our
costs, which will reduce our income� and �Management of Standard Financial Corp.�Benefits to be Considered
Following Completion of the Stock Offering.�
Market for Common Stock
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     We expect that our common stock will be listed for trading on the Nasdaq Capital Market under the symbol �STND.�
Stifel, Nicolaus & Company currently intends to make a market in the shares of our common stock, but is under no
obligation to do so. See �Market for the Common Stock.�
Our Issuance of Shares of Common Stock and Cash to the Charitable Foundation
     To further our commitment to the communities we serve and may serve in the future, we intend, subject to
approval of our depositors, to establish and fund a new charitable foundation as part of the conversion. Standard
Financial Corp. intends to contribute to the charitable foundation $200,000 in cash and shares of common stock with
an aggregate value of stock equal to 3.5% of the shares sold in the stock offering. These shares and cash will have a
value of $1.1 million at the minimum of the valuation range and $1.4 million at the maximum of the valuation range,
subject to adjustment to $1.6 million. As a result of the issuance of shares to the charitable foundation and the cash
contribution, we expect to record an after-tax expense of approximately $700,000 at the minimum of the valuation
range and approximately $1.0 million at the adjusted maximum of the valuation range, during the quarter in which the
conversion is completed.
     Under the Internal Revenue Code, a corporate entity is generally permitted to deduct up to 10% of its taxable
income (taxable income before the charitable contributions deduction) in any one year for charitable contributions.
Any contribution in excess of the 10% limit may generally be deducted for federal income tax purposes over the five
years following the year in which the charitable contribution
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was made. Accordingly, a charitable contribution by a corporate entity to a charitable foundation could, if necessary,
be deducted for federal income tax purposes over a six-year period. Our overall charitable contribution deduction
could be limited if our future taxable income is insufficient to allow for the full deduction within the 10% of taxable
income limitation, which would result in an increase to income tax expense.
     The new charitable foundation will be governed by a Board of Directors, initially consisting of the current
members of the Company�s Board of Directors (except for Timothy K. Zimmerman, our President, Chief Executive
Officer and a director), and one individual who is not affiliated with us. None of these individuals will receive
compensation for their service as a director of the charitable foundation. In addition, some of our employees will serve
as executive officers of the charitable foundation. None of these individuals will receive compensation for their
service as an executive officer of the charitable foundation.
     The new charitable foundation will be dedicated to supporting charitable causes and community development
activities in the communities in which we operate or may operate in the future. In addition to traditional community
contributions and community reinvestment initiatives, the charitable foundation is expected to emphasize grants or
donations to support housing assistance, local education and other types of organizations or civic-minded projects.
     Issuing shares of common stock to the charitable foundation will:

� dilute the ownership interests of purchasers of shares of our common stock in the stock offering;
� dilute the voting interests of purchasers of shares of our common stock in the stock offering; and
� result in an expense, and a reduction in our earnings during the quarter in which the contribution is made, equal

to the full amount of the contribution to the charitable foundation, offset in part by a potential corresponding
tax benefit equal to up to 34.2% of such contribution.

     The establishment and funding of the charitable foundation has been approved by the Board of Trustees of
Standard Mutual Holding Company, and must be approved by the depositors of Standard Bank at its special meeting
being held to consider and vote upon the plan of conversion. If depositors do not approve the establishment and
funding of the charitable foundation, we will proceed with the conversion and offering without the foundation and
subscribers for common stock will not be resolicited (unless required by the Federal Reserve Board or the
Pennsylvania Department of Banking). Without the charitable foundation, RP Financial, LC. estimates that our pro
forma valuation would be greater and, as a result, a greater number of shares of common stock would be issued in the
offering. See �Comparison of Valuation and Pro Forma Information With and Without the Charitable Foundation.�
     RP Financial, LC. will update its appraisal of our estimated pro forma market value at the conclusion of the
offering. The pro forma market value reflected in that updated appraisal will be based on the facts and circumstances
existing at that time, including, among other things, market and economic conditions, as well as whether the charitable
foundation is formed and funded with shares of our common stock.
     See �Risk Factors�The contribution of shares to the charitable foundation will dilute your ownership interests and
adversely affect net income,� �Risk Factors�Our contribution to the charitable
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foundation may not be tax deductible, which could reduce our profits,� �Comparison of Valuation and Pro Forma
Information With and Without the Charitable Foundation� and �Standard Charitable Foundation.�
Our Policy Regarding Dividends
     Following completion of the stock offering, our Board of Directors will have the authority to declare dividends on
our common stock, subject to statutory and regulatory requirements. However, no decision has been made with
respect to the amount, if any, and timing of any dividend payments. The payment and amount of any dividend
payments will depend upon a number of factors.
     For further information, see �Our Policy Regarding Dividends.�
Tax Consequences
     As a general matter, the conversion will not be a taxable transaction for federal or state income tax purposes to
Standard Mutual Holding Company, Standard Bank, Standard Financial Corp., or persons eligible to subscribe in the
subscription offering. See �The Conversion�Material Income Tax Consequences� for additional information.
Conditions to Completion of the Conversion and the Offering
     We cannot complete the conversion and the offering unless:

� the plan of conversion is approved by at least a majority of votes eligible to be cast by depositors of Standard
Bank. A special meeting of depositors to consider and vote upon the plan of conversion has been set for
September 23, 2010;

� we have received and accepted orders to purchase at least the minimum number of shares of common stock
offered; and

� we receive final approval of the Pennsylvania Department of Banking (from whom we have received
conditional approval) and the Federal Reserve Board to complete the conversion and the offering.

How You Can Obtain Additional Information
     Our branch office personnel may not, by law, assist with investment-related questions about the offering. If you
have any questions regarding the conversion or the offering, please call our Stock Information Center, toll free, at
(877) 821-5778, Monday through Friday between 10:00 a.m. and 4:00 p.m., Eastern Time. The Stock Information
Center will be closed on weekends and bank holidays.
TO ENSURE THAT EACH PERSON RECEIVES A PROSPECTUS AT LEAST 48 HOURS PRIOR TO THE
EXPIRATION DATE OF SEPTEMBER 17, 2010 IN ACCORDANCE WITH FEDERAL LAW, NO
PROSPECTUS WILL BE MAILED OR HAND-DELIVERED ANY LATER THAN FIVE DAYS OR TWO
DAYS, RESPECTIVELY, PRIOR TO SEPTEMBER 17, 2010.
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RISK FACTORS
You should consider carefully the following risk factors in evaluating an investment in our shares of common

stock.
Risks Related to Our Business
Because we intend to continue to emphasize commercial real estate loan originations, our credit risk will
increase and continued weakness in the local real estate market or economy could adversely affect our
earnings.
     We intend to continue our emphasis on originating commercial real estate loans. Commercial real estate loans
generally have more risk than the one- to four-family residential real estate loans we originate. Because the repayment
of commercial real estate loans depends on the successful management and operation of the borrower�s properties or
related businesses, repayment of such loans can be affected by adverse conditions in the local real estate market or
economy. Commercial real estate loans may also involve relatively large loan balances to individual borrowers or
groups of related borrowers. Any continued weakness or downturn in the real estate market or the local economy
could adversely affect the value of properties securing the loan or the revenues from the borrower�s business, thereby
increasing the risk of nonperforming loans. As our commercial real estate portfolio increases, the corresponding risks
and potential for losses from these loans may also increase.
If our allowance for loan losses is not sufficient to cover actual loan losses, our earnings will decrease.
     We make various assumptions and judgments about the collectability of our loan portfolio, including the
creditworthiness of our borrowers and the value of the real estate and other assets serving as collateral for the
repayment of many of our loans. In determining the amount of the allowance for loan losses, we review our loans and
our loss and delinquency experience, and we evaluate economic conditions. If our assumptions are incorrect, our
allowance for loan losses may not be sufficient to cover probable incurred losses in our loan portfolio, resulting in
additions to our allowance. Material additions to our allowance could materially decrease our net income.
     In addition, bank regulators periodically review our allowance for loan losses and may require us to increase our
allowance for loan losses or recognize further loan charge-offs. Any increase in our allowance for loan losses or loan
charge-offs as required by these regulatory authorities might have a material adverse effect on our financial condition
and results of operations.
Future changes in interest rates could reduce our profits.
     Our ability to make a profit largely depends on our net interest income, which could be negatively affected by
changes in interest rates. Net interest income is the difference between:

� the interest income we earn on our interest-earning assets, such as loans and securities; and

� the interest expense we pay on our interest-bearing liabilities, such as deposits and borrowings.
     As a result of our historical focus on one- to four-family residential real estate loans, the majority of our loans have
fixed interest rates. Additionally, many of our securities investments have fixed interest rates. Like many savings
institutions, our focus on deposit accounts as a source of funds, which have no
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stated maturity date or short contractual maturities, results in our liabilities having a shorter duration than our assets.
For example, as of March 31, 2010, 42.3% of our loans had maturities of 15 years or longer, while 28.3% of our
certificates of deposit had maturities of one year or less. This imbalance can create significant earnings volatility,
because market interest rates change over time. In a period of rising interest rates, the interest income earned on our
assets, such as loans and investments, may not increase as rapidly as the interest paid on our liabilities, such as
deposits. In a period of declining interest rates, the interest income earned on our assets may decrease more rapidly
than the interest paid on our liabilities, as borrowers prepay mortgage loans, and mortgage-backed securities and
callable investment securities are called or prepaid, thereby requiring us to reinvest these cash flows at lower interest
rates. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Management of
Market Risk.�
     Changes in interest rates creates reinvestment risk, which is the risk that we may not be able to reinvest
prepayments at rates that are comparable to the rates we earned on the prepaid loans or securities in a declining
interest rate environment. Additionally, increases in interest rates may decrease loan demand and/or make it more
difficult for borrowers to repay adjustable-rate loans. Changes in interest rates also affect the current fair value of our
interest-earning securities portfolio. Generally, the value of securities moves inversely with changes in interest rates.
     At March 31, 2010, the �rate shock� analysis indicated that our net portfolio value (the difference between the
present value of our assets and the present value of our liabilities) would decrease by $2.6 million, or 4.9%, if there
was an instantaneous 200 basis point increase in market interest rates. See �Management�s Discussion and Analysis of
Financial Condition and Results of Operations�Management of Market Risk.�
Concentration of loans in our primary market area, which has experienced an economic downturn, may
increase the risk of increased nonperforming assets.
     Our success depends primarily on the general economic conditions in the Pennsylvania counties of Allegheny,
Westmoreland and Bedford and Allegany County, Maryland, as nearly all of our loans are to customers in these
markets. Accordingly, the local economic conditions in these markets (and the Pittsburgh market area in general) have
a significant impact on the ability of borrowers to repay loans as well as our ability to originate new loans. As such, a
continuation of the decline in real estate values in these markets would also lower the value of the collateral securing
loans on properties in these markets. In addition, a continued weakening in general economic conditions such as
inflation, recession, unemployment or other factors beyond our control could negatively affect our financial results.
     According to the National Association of Realtors statistics, the median sales price for existing single family
homes in the Pittsburgh, Pennsylvania metropolitan area decreased from $120,700 in 2007 to $118,900 in 2009. The
median sales price for existing homes in the United States also decreased from $217,900 in 2007 to $172,100 in 2009.
Home prices in the Pittsburgh metropolitan area have been and continue to be below the national averages, which
makes home ownership more affordable for customers in our market area.
     The slowing local economy also has resulted in a rise in delinquency and foreclosure rates. For the Commonwealth
of Pennsylvania, foreclosure activity rose to 44,732 filings in 2009, a 20% increase from the level reported for 2008.
For the State of Maryland, foreclosure activity rose to 43,248 filings in 2009, a 33.7% increase from the level reported
for 2008.
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Continued and sustained deterioration in the housing sector and related markets and prolonged elevated
unemployment levels may adversely affect our business and financial results.
     During 2009 and the beginning of 2010, general economic conditions continued to worsen nationally as well as in
our market area. While we did not invest in sub-prime mortgages and related investments, our lending business is tied
significantly to the housing market. Declines in home prices, and increases in foreclosures and unemployment levels,
have adversely impacted the credit performance of real estate loans, resulting in the write-down of asset values. The
continuing housing slump has resulted in reduced demand for the construction of new housing, further declines in
home prices, and increased delinquencies on construction, residential and commercial mortgage loans. The ongoing
concern about the economy in general has caused many lenders to reduce or cease providing funding to borrowers.
These conditions may also cause a further reduction in loan demand, and increases in our non-performing assets, net
charge-offs and provisions for loan losses. A worsening of these negative economic conditions could adversely affect
our prospects for growth, asset and goodwill valuations and could result in a decrease in our interest income and a
material increase in our provision for loan losses.
If our investment in the common stock of the Federal Home Loan Bank of Pittsburgh is classified as
other-than-temporarily impaired or as permanently impaired, our earnings and stockholders� equity could
decrease.
     We own common stock of the Federal Home Loan Bank of Pittsburgh. We hold this stock to qualify for
membership in the Federal Home Loan Bank System and to be eligible to borrow funds under the Federal Home Loan
Bank of Pittsburgh�s advance program. The aggregate cost and fair value of our Federal Home Loan Bank of
Pittsburgh common stock as of March 31, 2010 was $3.4 million based on its par value. There is no market for our
Federal Home Loan Bank of Pittsburgh common stock.
     Published reports indicate that certain member banks of the Federal Home Loan Bank System may be subject to
accounting rules and asset quality risks that could result in materially lower regulatory capital levels. In an extreme
situation, it is possible that the capital of a Federal Home Loan Bank, including the Federal Home Loan Bank of
Pittsburgh, could be substantially diminished or reduced to zero. Consequently, we believe that there is a risk that our
investment in Federal Home Loan Bank of Pittsburgh common stock could be impaired at some time in the future, and
if this occurs, it would cause our earnings and stockholders� equity to decrease by the after-tax amount of the
impairment charge.
Continued or further declines in the value of certain investment securities could require write-downs, which
would reduce our earnings.
     Our securities portfolio includes securities that have declined in value due to negative perceptions about the health
of the financial sector in general and the lack of liquidity for securities that are real estate related. A prolonged decline
in the value of these or other securities could result in an other-than-temporary impairment write-down which would
reduce our earnings.
The requirement to account for certain assets at estimated fair value, and a proposal to account for additional
financial assets and liabilities at estimated fair value, may adversely affect our stockholders� equity and results
of operations.
     We report certain assets, including securities, at fair value, and a recent proposal would require us to report nearly
all of our financial assets and liabilities at fair value. Generally, for assets that are reported at fair value, we use quoted
market prices or valuation models that utilize observable market inputs to estimate fair value. Because we carry these
assets on our books at their estimated fair value, we may incur losses even if the asset in question presents minimal
credit risk. Under current accounting
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requirements, elevated delinquencies, defaults, and estimated losses from the disposition of collateral in our
private-label mortgage-backed security may require us to recognize additional other-than-temporary impairments in
future periods with respect to our securities portfolio. The amount and timing of any impairment recognized will
depend on the severity and duration of the decline in the estimated fair value of the asset and our estimate of the
anticipated recovery period. Under proposed accounting requirements, we may be required to record reductions in the
fair value of nearly all of our financial assets and liabilities (including loans) either through a charge to net income or
through a reduction to accumulated other comprehensive income. Accordingly, we could be required to record charges
on assets such as loans where we have no intention to sell the loan and expect to receive repayment in full on the loan.
This could result in a decrease in net income, or a decrease in our stockholders� equity, or both.
Government responses to economic conditions may adversely affect our operations, financial condition and
earnings.
     Recently enacted financial institution legislation will change the bank regulatory framework, create an independent
consumer protection bureau that will assume the consumer protection responsibilities of the various federal banking
agencies, and establish more stringent capital standards for banks and bank holding companies. The legislation will
also result in additional regulations affecting the lending, funding, trading and investment activities of banks and bank
holding companies. Bank regulatory agencies also have been responding aggressively to concerns and adverse trends
identified in examinations. Ongoing uncertainty and adverse developments in the financial services industry and the
domestic and international credit markets, and the effect of new legislation and regulatory actions in response to these
conditions, may adversely affect our operations by restricting our business operations, including our ability to
originate or sell loans, modify loan terms, or foreclose on property securing loans. These events may have a
significant adverse effect on our financial performance and operating flexibility. In addition, these risks could affect
the performance and value of our loan and investment securities portfolios, which also would negatively affect our
financial performance.
     Furthermore, the Board of Governors of the Federal Reserve System, in an attempt to help the overall economy,
has, among other things, kept interest rates low through its targeted federal funds rate and the purchase of
mortgage-backed securities. If the Federal Reserve increases the federal funds rate, overall interest rates will likely
rise, which may negatively impact the housing markets and the U.S. economic recovery. In addition, deflationary
pressures, while possibly lowering our operating costs, could have a significant negative effect on our borrowers,
especially our business borrowers, and the values of underlying collateral securing loans, which could negatively
affect our financial performance.
Recently enacted financial reform legislation will, among other things, create a new Consumer Financial
Protection Bureau, tighten capital standards and result in new laws and regulations that are expected to
increase our costs of operations.
     On July 21, 2010, the President signed the Dodd-Frank Wall Street Reform and Consumer Protection Act (the
�Dodd-Frank Act�). This new law will significantly change the current bank regulatory structure and affect the lending,
deposit, investment, trading and operating activities of financial institutions and their holding companies. The
Dodd-Frank Act requires various federal agencies to adopt a broad range of new implementing rules and regulations,
and to prepare numerous studies and reports for Congress. The federal agencies are given significant discretion in
drafting the implementing rules and regulations, and consequently, many of the details and much of the impact of the
Dodd-Frank Act may not be known for many months or years.
     Effective one year after the date of enactment is a provision for the Dodd-Frank Act that eliminates the federal
prohibitions on paying interest on demand deposits, thus allowing businesses to
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have interest bearing checking accounts. Depending on competitive responses, this significant change to existing law
could have an adverse impact on our interest expense.
     The Dodd-Frank Act also broadens the base for Federal Deposit Insurance Corporation deposit insurance
assessments. Assessments will now be based on the average consolidated total assets less tangible equity capital of a
financial institution, rather than deposits. The Dodd-Frank Act also permanently increases the maximum amount of
deposit insurance for banks, savings institutions and credit unions to $250,000 per account, retroactive to January 1,
2009, and non-interest bearing transaction accounts have unlimited deposit insurance through December 31, 2012.
The legislation also increases the required minimum reserve ratio for the Deposit Insurance Fund, from 1.15% to
1.35% of insured deposits, and directs the FDIC to offset the effects of increased assessments on depository
institutions with less than $10 billion in assets.
     The Dodd-Frank Act will require publicly traded companies to give stockholders a non-binding vote on executive
compensation and so-called �golden parachute� payments, and authorizes the Securities and Exchange Commission to
promulgate rules that would allow stockholders to nominate their own candidates using a company�s proxy materials.
It also provides that the listing standards of the national securities exchanges shall require listed companies to
implement and disclose �clawback� policies mandating the recovery of incentive compensation paid to executive
officers in connection with accounting restatements. The legislation also directs the Federal Reserve Board to
promulgate rules prohibiting excessive compensation paid to bank holding company executives, regardless of whether
the company is publicly traded or not.
     The Dodd-Frank Act creates a new Consumer Financial Protection Bureau with broad powers to supervise and
enforce consumer protection laws. The Consumer Financial Protection Bureau has broad rule-making authority for a
wide range of consumer protection laws that apply to all banks and savings institutions, including the authority to
prohibit �unfair, deceptive or abusive� acts and practices. The Consumer Financial Protection Bureau has examination
and enforcement authority over all banks and savings institutions with more than $10 billion in assets. Savings banks,
such as Standard Bank, with $10 billion or less in assets will continue to be examined for compliance with the
consumer laws by their primary bank regulators. The Dodd-Frank Act also weakens the federal preemption rules that
have been applicable for national banks and federal savings associations, and gives state attorneys general the ability
to enforce federal consumer protection laws.
     The Dodd-Frank Act requires minimum leverage (Tier 1) and risk based capital requirements for bank and savings
and loan holding companies that are no less than those applicable to banks, which will exclude certain instruments that
previously have been eligible for inclusion by bank holding companies as Tier 1 capital, such as trust preferred
securities.
     It is difficult to predict at this time what specific impact the Dodd-Frank Act and the yet to be written
implementing rules and regulations will have on community banks. However, it is expected that at a minimum they
will increase our operating and compliance costs and could increase our interest expense.
We are subject to extensive regulatory oversight.
     We and our subsidiaries are subject to extensive regulation and supervision. Regulators have intensified their focus
on bank lending criteria and controls, and on the USA PATRIOT Act�s anti-money laundering and Bank Secrecy Act
compliance requirements. There also is increased scrutiny of our compliance practices generally and particularly with
the rules enforced by the Office of Foreign Assets Control. It is possible that we are not in full compliance with these
requirements. Our failure to comply with these and other regulatory requirements could lead to, among other
remedies, administrative
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enforcement actions and legal proceedings. In addition, proposed future legislation and regulations are likely to have a
significant effect on the financial services industry. Regulatory or legislative changes could make regulatory
compliance more difficult or expensive for us, and could cause us to change or limit some of our products and
services, or the way we operate our business.
Strong competition within our market areas may limit our growth and profitability.
     Competition in the banking and financial services industry is intense. In our market areas we compete with
commercial banks, savings institutions, mortgage brokerage firms, credit unions, finance companies, mutual funds,
insurance companies, and brokerage and investment banking firms operating locally and elsewhere. Some of our
competitors have greater name recognition and market presence that benefits them in attracting business, and offer
certain services that we do not or cannot provide. In addition, larger competitors may be able to price loans and
deposits more aggressively than we do, which could affect our ability to grow and remain profitable on a long-term
basis. Our profitability depends upon our continued ability to successfully compete in our market areas. If we must
raise interest rates paid on deposits or lower interest rates charged on our loans, our net interest margin and
profitability could be adversely affected. For additional information see �Business of Standard Bank�Competition.�
Legislative or regulatory responses to perceived financial and market problems could impair our rights against
borrowers.
     Current and future proposals made by members of Congress would reduce the amount distressed borrowers are
otherwise contractually obligated to pay under their mortgage loans, and may limit the ability of lenders to foreclose
on mortgage collateral. If proposals such as these, or other proposals limiting Standard Bank�s rights as a creditor, were
to be implemented, we could experience increased credit losses on our loans and mortgage-backed securities, or
increased expense in pursuing our remedies as a creditor.
Recent health care legislation could increase our expenses or require us to pass further costs on to our
employees, which could adversely affect our operations, financial condition and earnings.
     Legislation enacted in 2010 requires companies to provide expanded health care coverage to their employees, such
as affordable coverage to part-time employees and coverage to dependent adult children of employees. Companies
will also be required to enroll new employees automatically into their health plans. Compliance with these and other
new requirements of the health care legislation will increase our employee benefits expense, and may require us to
pass these costs on to our employees, which could give us a competitive disadvantage in hiring and retaining qualified
employees.
Any future Federal Deposit Insurance Corporation insurance premium increases will adversely affect our
earnings. The Federal Deposit Insurance Corporation adopted a rule that required us to prepay insurance
premiums.
     In May 2009, the Federal Deposit Insurance Corporation adopted a final rule levying a five basis point special
assessment on each insured depository institution�s assets minus Tier 1 capital as of June 30, 2009. We recorded an
expense of $177,000 during the quarter ended June 30, 2009, to reflect the special assessment. Any further special
assessments that the Federal Deposit Insurance Corporation levy will be recorded as an expense during the appropriate
period. In addition, the Federal Deposit Insurance Corporation increased the general assessment rate and our prior
credits for federal deposit insurance were fully utilized during the quarter ended June 30, 2009. Therefore, our Federal
Deposit Insurance Corporation general insurance premium expense will increase compared to prior periods.
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     The Federal Deposit Insurance Corporation also issued a final rule pursuant to which all insured depository
institutions were required to prepay on December 30, 2009 their estimated assessments for the fourth quarter of 2009,
and for all of 2010, 2011 and 2012. We prepaid $1.5 million of our assessments on December 30, 2009, based on our
deposits and assessment rate as of September 30, 2009.
Risks Related to this Stock Offering
The future price of the shares of common stock may be less than the purchase price in the stock offering.
     If you purchase shares of common stock in the stock offering, you may not be able to sell them at or above the
purchase price in the stock offering. The aggregate purchase price of the shares of common stock sold in the offering
and issued to the charitable foundation is determined by an independent, third-party appraisal, pursuant to federal
banking regulations and subject to review by the Pennsylvania Department of Banking and the Federal Reserve Board.
The appraisal is not intended, and should not be construed, as a recommendation of any kind as to the advisability of
purchasing shares of common stock. Following the completion of the stock offering, our aggregate pro forma market
value will be based on the market trading price of the shares, and not the final, approved independent appraisal, which
may result in our stock trading below the initial offering price of $10.00 per share.
Our return on equity will be low following the stock offering. This could negatively affect the trading price of
our shares of common stock.
     Net income divided by average equity, known as �return on equity,� is a ratio many investors use to compare the
performance of a financial institution to its peers. Following the stock offering, we expect our consolidated equity to
be between $64.7 million at the minimum of the offering range and $77.2 million at the adjusted maximum of the
offering range. Based upon our pro forma net income for the six months ended March 31, 2010, and these pro forma
equity levels, our annualized return on equity would be 4.75% and 4.00% at the minimum and adjusted maximum of
the offering range, respectively. We expect our return on equity to remain low until we are able to leverage the
additional capital we receive from the stock offering. Although we will be able to increase net interest income using
proceeds of the stock offering, our return on equity will be negatively affected by higher expenses from the costs of
being a public company and added expenses associated with our employee stock ownership plan and the stock-based
benefit plan we intend to adopt. Until we can increase our net interest income and noninterest income and leverage the
capital raised in the stock offering, we expect our return on equity to remain low, which may reduce the value of our
shares of common stock.
Our stock-based benefit plans will increase our costs, which will reduce our income.
     We anticipate that our employee stock ownership plan will purchase 8% of the total shares of common stock sold
in the stock offering and issued to the charitable foundation, with funds borrowed from Standard Financial Corp. We
will record annual employee stock ownership plan expense in an amount equal to the fair value of shares of common
stock committed to be released to employees. Assuming the employee stock ownership plan purchases 328,509 shares
in the offering at the adjusted maximum of the offering range, we will recognize additional annual pre-tax
compensation expense of $164,000 over a 20-year period, assuming the shares of common stock have a fair market
value of $10.00 per share for the full 20-year period. If shares of common stock appreciate in value over time,
compensation expense relating to the employee stock ownership plan will increase.
     Our current intention is to adopt one or more stock-based benefit plans after the stock offering that would award
participants shares of our common stock (at no cost to them) and/or options to purchase shares of our common stock.
The number of shares of restricted stock or stock options reserved for
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issuance under any initial stock-based benefit plan may not exceed 4% and 10%, respectively, of our total outstanding
shares, including shares issued to the charitable foundation, if these plans are adopted within 12 months after the
completion of the conversion. We may grant shares of common stock and stock options in excess of these amounts
provided the stock-based benefit plan is adopted more than one year following the stock offering. Assuming a $10.00
per option exercise price and an estimated grant-date fair value of the options utilizing a Black-Scholes option pricing
analysis of $2.97 per option granted, with the value amortized over a five-year vesting period, the corresponding
annual pre-tax expense associated with the stock options would be $244,000 at the adjusted maximum of the offering
range. In addition, assuming that all shares of restricted stock are awarded at a price of $10.00 per share, and that the
awards vest over a five-year period, the corresponding annual pre-tax expense associated with restricted stock
awarded under a stock-based benefit plan would be $329,000 at the adjusted maximum. However, if we grant shares
of common stock or options in excess of these amounts, such grants would increase our costs further. The shares of
restricted stock granted under a stock-based benefit plan will be expensed by us over their vesting period at the fair
market value of the shares on the date they are awarded.
The implementation of stock-based benefit plans may dilute your ownership interest. Historically, stockholders
have approved these stock-based benefit plans.
     We intend to adopt one or more stock-based benefit plans, which will allow participants to be awarded shares of
common stock (at no cost to them) or options to purchase shares of our common stock, following the stock offering.
These stock-based benefit plans will be funded through either open market purchases of shares of common stock or
from the issuance of authorized but unissued shares of common stock. Our ability to repurchase shares of common
stock to fund these plans will be subject to many factors, including, but not limited to, applicable regulatory
restrictions on stock repurchases, the availability of stock in the market, the trading price of the stock, our capital
levels, alternative uses for our capital and our financial performance. Although our current intention is to fund these
plans with stock repurchases, we may not be able to conduct such repurchases. If we do not repurchase shares of
common stock to fund these plans, then stockholders would experience a reduction in their ownership interest, which
would total 3.85% in the event newly issued shares are used to fund stock options or awards of shares of common
stock under these plans in an amount equal to 10% or 4%, respectively, of the shares issued in the stock offering and
issued to the charitable foundation. We may grant shares of common stock and stock options in excess of these
amounts provided the stock-based benefit plan is adopted more than one year following the stock offering.
     Although the implementation of the stock-based benefit plan will be subject to stockholder approval, historically,
the overwhelming majority of stock-based benefit plans adopted by savings institutions and their holding companies
following mutual-to-stock conversions have been approved by stockholders.
We have not determined whether we will adopt stock-based benefit plans more than one year following the
stock offering. Stock-based benefit plans adopted more than one year following the stock offering may exceed
regulatory restrictions on the size of stock-based benefit plans adopted within one year, which would further
increase our costs.
     If we adopt stock-based benefit plans more than one year following the completion of the stock offering, then
grants of shares of common stock or stock options under our stock-based benefit plans may exceed 4% and 10%,
respectively, of our total outstanding shares. Stock-based benefit plans that provide for awards in excess of these
amounts would increase our costs beyond the amounts estimated in ��Our stock-based benefit plans will increase our
costs, which will reduce our income.� Stock-based benefit plans that provide for awards in excess of these amounts
could also result in dilution to stockholders in excess of that described in ��The implementation of stock-based benefit
plans will dilute your
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ownership interest. Historically, stockholders have approved these stock-based benefit plans.� Although the
implementation of the stock-based benefit plan will be subject to stockholder approval, the determination as to the
timing of the implementation of such a plan will be at the discretion of our Board of Directors. Our current intention is
to adopt one or more stock-based benefit plans no earlier than twelve months after completion of the conversion.
The contribution of shares to the charitable foundation will dilute your ownership interests and adversely
affect net income.
     Subject to depositor approval, we intend to establish a charitable foundation in connection with the conversion. We
will make a contribution to the charitable foundation in the form of $200,000 in cash and a number of shares of
common stock with a value equal to 3.5% of the shares sold in the offering. The contribution of cash and shares of
common stock will total $1.1 million at the minimum of the offering range, and up to $1.6 million at the adjusted
maximum of the offering range. The aggregate contribution will have an adverse effect on our net income for the
quarter and year in which we make the contribution to the charitable foundation. The after-tax expense of the
contribution will reduce net income by approximately $1.0 million at the adjusted maximum of the offering range. We
had net income of $1.5 million for the six months ended March 31, 2010 and $2.1 million for the year ended
September 30, 2009, respectively. Persons purchasing shares in the stock offering will have their ownership and
voting interests diluted by up to 3.4% due to the issuance of shares of common stock to the charitable foundation.
We intend to enter into employment agreements and change in control agreements with certain of our officers,
all of which may increase our compensation costs or increase the cost of acquiring us.
     We intend to enter into employment agreements with Timothy K. Zimmerman, our President and Chief Executive
Officer, Colleen M. Brown, our Senior Vice President and Chief Financial Officer and Paul A. Knapp, our Senior
Vice President and Chief Commercial Lending Officer. We also intend to enter into three change in control
agreements with certain of our other officers. In the event of termination of employment of Mr. Zimmerman,
Ms. Brown and Mr. Knapp other than for cause, or in the event of certain types of termination following a change in
control, as set forth in the employment agreements, and assuming the agreements were in effect, the employment
agreements provide for cash severance benefits that would cost up to approximately $1.5 million in the aggregate
based on the compensation information included in �Management of Standard Financial Corp.�Executive Officer
Compensation.�
Our contribution to the charitable foundation may not be tax deductible, which could reduce our profits.
     The Internal Revenue Service may not grant tax-exempt status to the charitable foundation. If the contribution is
not deductible, we would not receive any tax benefit from the contribution. The total value of the contribution would
be $1.6 million at the adjusted maximum of the offering range, which would result in after-tax expense of
approximately $1.0 million. In the event that the Internal Revenue Service does not grant tax-exempt status to the
charitable foundation or the contribution to the charitable foundation is otherwise not tax deductible, we would
recognize after-tax expense up to the value of the entire contribution, or $1.6 million at the adjusted maximum of the
offering range.
     In addition, even if the contribution is tax deductible, we may not have sufficient taxable income to be able to use
the deduction fully. Under the Internal Revenue Code, a corporate entity is generally permitted to deduct charitable
contributions in an amount up to 10% of its taxable income (taxable income before the charitable contributions
deduction) in any one year for charitable contributions. Any contribution in excess of the 10% limit may be deducted
for federal income tax purposes over the five
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years following the year in which the charitable contribution was made. Accordingly, a charitable contribution by a
corporate entity could, if necessary, be deducted for federal income tax purposes over a six-year period. Our taxable
income over this period may not be sufficient to fully use this deduction.
We have broad discretion in using the proceeds of the stock offering. Our failure to effectively use such
proceeds could reduce our profits.
     Standard Financial Corp. will use a portion of the net proceeds to finance the purchase of shares of common stock
in the stock offering by the employee stock ownership plan, and may use the remaining net proceeds to pay dividends
to stockholders, repurchase shares of common stock, purchase investment securities, deposit funds in Standard Bank,
acquire other financial services companies or branch offices or for other general corporate purposes. Standard Bank
may use the proceeds it receives to fund new loans, establish or acquire new branches, purchase investment securities,
reduce a portion of our borrowings, or for general corporate purposes. We have not identified specific amounts of
proceeds for any of these purposes and we will have significant flexibility in determining the amount of net proceeds
we apply to different uses and the timing of such applications. Our failure to utilize these funds effectively could
reduce our profitability. We have not established a timetable for the effective deployment of the proceeds and we
cannot predict how long we will require to effectively deploy the proceeds.
Our stock value may be negatively affected by regulations that restrict takeovers.
     For three years following the stock offering, federal regulations, as applied by the Pennsylvania Department of
Banking and the Federal Reserve Board, may prohibit any person from acquiring or offering to acquire more than
10% of our common stock without the prior written approval of the Federal Deposit Insurance Corporation, the
Pennsylvania Department of Banking and the Federal Reserve Board. See �Restrictions on Acquisition of Standard
Financial Corp.� for a discussion of applicable regulations regarding acquisitions.
The corporate governance provisions in our articles of incorporation and bylaws, Standard Bank�s stock
charter and the corporate governance provisions under relevant state law, may prevent or impede the holders
of our common stock from obtaining representation on our Board of Directors and may impede takeovers of
the company.
     Provisions in our articles of incorporation and bylaws, as well as the stock charter of Standard Bank, may prevent
or impede holders of our common stock from obtaining representation on our Board of Directors and may make
takeovers of Standard Financial Corp. more difficult. For example, our Board of Directors is divided into three
staggered classes. A classified Board makes it more difficult for stockholders to change a majority of the directors
because it generally takes at least two annual elections of directors for this to occur. In addition, our articles of
incorporation include a provision that no person will be entitled to vote any shares of our common stock in excess of
10% of our outstanding shares of common stock. This limitation does not apply to the purchase of shares by a
tax-qualified employee stock benefit plan established by us. Standard Bank�s stock charter will contain a provision that
for a period of five years from the closing of the conversion, no person other than Standard Financial Corp. may offer
directly or indirectly to acquire the beneficial ownership of more than 10% of any class of equity security of Standard
Bank. This limitation does not apply to the purchase of shares by a tax-qualified employee stock benefit plan
established by us, as well as other acquisitions specified in the stock charter. In addition, our articles of incorporation
and bylaws restrict who may call special meetings of stockholders and how directors may be removed from office.
Additionally, in certain instances, the Maryland General Corporation Law requires a supermajority vote of our
stockholders to approve a merger or other business combination with a large stockholder, if the proposed transaction
is not approved by a majority of our directors. See �Restrictions on Acquisition of Standard Financial Corp.�
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We will need to implement additional finance and accounting systems, procedures and controls in order to
satisfy our new public company reporting requirements, which will increase our operating costs.
     Upon completion of the stock offering, we will become a public reporting company. The federal securities laws
and regulations of the Securities and Exchange Commission require that we file annual, quarterly and current reports,
and that we maintain effective disclosure controls and procedures and internal controls over financial reporting. We
expect that the obligations of being a public company, including substantial public reporting obligations, will require
significant expenditures and place additional demands on our management team. These obligations will increase our
operating expenses and could divert management�s attention from our banking operations.
     Compliance with the Sarbanes-Oxley Act of 2002 and the related rules and regulations of the Securities and
Exchange Commission will require us to certify the adequacy of our internal controls and procedures, which could
require us to upgrade our systems, and/or hire additional staff, which will increase our operating costs.
We have never issued common stock and there is no guarantee that a liquid market will develop.
     We have never issued capital stock and there is no established market for our common stock. We expect that our
common stock will be listed for trading on the Nasdaq Capital Market under the symbol �STND,� subject to completion
of the offering and compliance with certain conditions, including the presence of at least three registered and active
market makers. Stifel, Nicolaus & Company has advised us that it intends to make a market in shares of our common
stock following the offering, but it is under no obligation to do so or to continue to do so once it begins. While we will
attempt before completion of the offering to obtain commitments from at least two other broker-dealers to make a
market in shares of our common stock, we may not be able to obtain such commitments. This would result in our
common stock not being listed for trading on the Nasdaq Capital Market, which could reduce the liquidity of our
common stock.
We may take other actions to meet the minimum required sales of shares if we cannot find enough purchasers
in the subscription and community offerings. Such actions may reduce the net proceeds from the stock offering.
     If we do not sell enough shares to reach the minimum of the offering range through the subscription and
community offerings, shares may be offered for sale to the general public in a syndicated community offering to be
managed by Stifel, Nicolaus & Company, acting as our agent. The fee to be paid in connection with such an offering
would be higher than the fee paid in the subscription and community offerings, which would increase the expenses
associated with the stock offering and reduce the net proceeds. Specifically, Stifel, Nicolaus & Company will receive
a fee of 1.0% of the aggregate dollar amount of the common stock sold in the subscription and community offerings,
less shares acquired by our directors and executive officers, and our ESOP as well as the shares of common stock
issued to the charitable foundation. If there is a syndicated community offering, Stifel, Nicolaus & Company will
receive a fee not to exceed 6.0% of the aggregate dollar amount of the common stock sold in the syndicated
community offering, less the amount of common stock already sold in the subscription and community offerings.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA
     The summary financial information presented below is derived in part from the consolidated financial statements
of Standard Mutual Holding Company and subsidiaries. The following is only a summary and you should read it in
conjunction with the consolidated financial statements and notes beginning on page F-1. The information at
September 30, 2009 and 2008 and for the years ended September 30, 2009 and 2008 is derived in part from the
audited consolidated financial statements of Standard Mutual Holding Company that appear in this prospectus. The
operating data for the six months ended March 31, 2010 and 2009 and the financial condition data at March 31, 2010
were not audited. However, in the opinion of management of Standard Mutual Holding Company, all adjustments,
consisting of normal recurring adjustments, necessary for a fair presentation of the results of operations for the
unaudited periods have been made. No adjustments were made other than normal recurring entries. The results of
operations for the six months ended March 31, 2010 are not necessarily indicative of the results of operations that may
be expected for the entire year.

At March
31, At September 30,
2010 2009 2008 2007 2006 2005

(unaudited)
(In

thousands)
Selected Financial
Condition Data:

Total assets $ 403,209 $ 382,415 $ 353,971 $ 342,938 $ 328,989 $ 269,016
Cash and cash
equivalents 25,130 12,420 18,817 18,143 21,485 14,695
Securities available for
sale 70,023 69,244 28,949 26,241 40,361 77,363
Securities held to
maturity (1) � � 19,518 27,710 34,289 42,157
Loans receivable, net 277,148 270,769 257,551 243,742 205,653 119,288
Bank owned life
insurance 9,244 9,080 8,756 8,424 8,106 7,805
Federal Home Loan
Bank stock, at cost 3,416 3,416 3,335 2,488 1,939 2,271
Deposits 311,196 286,934 254,632 263,977 262,999 199,267
Federal Home Loan
Bank advances 42,078 46,618 50,948 32,809 20,727 31,274
Securities sold under
agreements to
repurchase 2,905 3,866 3,537 3,990 4,655 232
Total net worth 43,561 42,168 38,695 39,444 37,844 36,374

(1) During 2009, all
securities
previously
categorized as
held to maturity
were transferred
to available for
sale.
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Six Months Ended
March 31, Years Ended September 30,

2010 2009 2009 2008 2007 2006 2005
(unaudited) (In thousands)

Selected Operating
Data:

Interest and dividend
income $ 9,160 $ 9,197 $ 18,236 $ 18,679 $ 18,191 $ 15,527 $ 11,652
Interest expense 3,373 4,225 8,091 9,237 10,075 8,394 6,252

Net interest income 5,787 4,972 10,145 9,442 8,116 7,133 5,400
Provision for loan
losses (1) 429 547 1,100 316 � � �

Net interest and
dividend income after
provision for loan losses 5,358 4,425 9,045 9,126 8,116 7,133 5,400
Noninterest income 1,151 1,075 1,798 959 2,587 2,231 1,286
Noninterest expense 4,169 4,471 8,698 8,169 8,036 7,670 5,930

Income before income
tax expense (benefit) 2,340 1,029 2,145 1,916 2,667 1,694 756
Income tax expense
(benefit) (2) 801 (254) 1 776 607 264 (101)

Net income $ 1,539 $ 1,283 $ 2,144 $ 1,140 $ 2,060 $ 1,430 $ 857

(1) See �Management�s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations �
Critical
Accounting
Policies-
Allowance for
Loan Losses� and
�Management�s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations �
Allowance for
Loan Losses� for a
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discussion of our
procedures for
determining the
provision for loan
losses. A
provision for loan
losses was not
recorded during
the three year
period ended
September 30,
2007 because the
results of a
comprehensive
analysis of the
allowance for loan
losses indicated
that the allowance
was at an
appropriate level
for each period
indicated. See
�Management�s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations �
Critical
Accounting
Policies �
Allowance for
Loan Losses� and
�Management�s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations �
Allowance for
Loan Losses� for a
discussion of our
procedures for
determining the
provision for loan
losses

(2) The income tax
expense and
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(benefit) recorded
for the year ended
September 30,
2009 and the six
months ended
March 31, 2009,
respectively was
impacted by the
reversal of a
$510,000
valuation
allowance related
to impairment
losses on Fannie
Mae and Freddie
Mac preferred
stocks. See
�Management�s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations �
Comparison of
Operating Results
for the Six Months
Ended March 31,
2010 and 2009 -
Income Taxes� and
�Management�s
Discussion and
Analysis of
Financial
Condition and
Results of
Operations �
Comparison
Operating Results
for the Fiscal
Years Ended
September 30,
2009 and 2008 �
Income Tax
Expense.�
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At or For the Six
Months Ended
March 31, At or For the Years Ended September 30,

2010 2009 2009 2008 2007 2006 2005
Selected Financial
Ratios and Other
Data (1):

Performance Ratios:
Return on average
assets (ratio of net
income to average
total assets) 0.79% 0.72% 0.58% 0.33% 0.62% 0.46% 0.33%
Return on average
equity (ratio of net
income to average
equity) 7.14% 6.43% 5.27% 2.86% 5.33% 3.89% 2.34%
Interest rate spread (2) 3.11% 2.92% 2.88% 2.83% 2.50% 2.40% 1.98%
Net interest margin (3) 3.20% 3.03% 2.99% 2.98% 2.66% 2.54% 2.22%
Efficiency ratio (4) 60.09% 73.94% 72.83% 78.54% 75.08% 81.91% 88.69%
Noninterest expense to
average total assets 2.13% 2.50% 2.36% 2.37% 2.43% 2.47% 2.28%
Average
interest-earning assets
to average
interest-bearing
liabilities 104.70% 104.38% 104.45% 104.94% 104.94% 104.75% 109.65%
Equity to assets 10.80% 10.77% 11.03% 10.93% 11.50% 11.50% 13.52%
Tangible equity to
tangible assets 8.60% 8.38% 8.69% 8.35% 8.81% 8.62% 13.47%
Average equity to
average assets 11.02% 11.18% 11.03% 11.59% 11.68% 11.86% 14.07%

Asset Quality Ratios:
Non-performing assets
to total assets 0.41% 0.50% 0.61% 0.51% 0.26% 0.21% 0.13%
Non-performing loans
to total loans 0.20% 0.66% 0.49% 0.63% 0.33% 0.33% 0.30%
Allowance for loan
losses to
non-performing loans 627.45% 152.31% 233.01% 150.12% 294.43% 355.80% 435.26%
Allowance for loan
losses to total loans 1.23% 0.99% 1.12% 0.93% 0.97% 1.16% 1.31%
Net charge-offs to
average loans 0.04% 0.29% 0.17% 0.10% 0.02% 0.08% 0.01%

Capital Ratios (bank
level only):
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Total capital (to
risk-weighted assets) 14.48% 14.29% 14.09% 14.33% 14.32% 14.90% 26.57%
Tier I capital (to
risk-weighted assets) 13.23% 13.14% 12.83% 13.22% 12.80% 13.14% 24.64%
Tier I capital (to
average assets) 8.44% 8.48% 8.32% 8.45% 8.27% 7.95% 12.51%

Other Data:
Number of offices 10 10 10 10 10 11 7
Full time equivalent
employees 89 86 89 89 93 91 67

(1) Ratios for the
six months
ended
March 31, 2010
and 2009 are
annualized.

(2) The interest rate
spread
represents the
difference
between the
average yield on
interest-earning
assets and the
average cost of
interest-bearing
liabilities for the
year.

(3) The net interest
margin
represents net
interest income
as a percent of
average
interest-earning
assets for the
year.

(4) The efficiency
ratio represents
noninterest
expense divided
by the sum of
net interest
income and
noninterest
income.
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RECENT DEVELOPMENTS
     The following tables set forth selected consolidated historical financial and other data of Standard Mutual Holding
Company and subsidiaries for the periods and at the dates indicated. The following is only a summary and you should
read it in conjunction with the consolidated financial statements and notes beginning on page F-1. The information at
September 30, 2009 is derived in part from the audited consolidated financial statements of Standard Mutual Holding
Company that appear in this prospectus. The operating data for the three and nine months ended June 30, 2010 and
2009 and the financial condition data at June 30, 2010 were not audited. However, in the opinion of management of
Standard Mutual Holding Company, all adjustments, consisting of normal recurring adjustments, necessary for a fair
presentation of the results of operations for the unaudited periods have been made. No adjustments were made other
than normal recurring entries. The results of operations for the three and nine months ended June 30, 2010 are not
necessarily indicative of the results of operations that may be expected for the entire year.

At June 30,
At September

30,
2010 2009

(unaudited) (In thousands)
Selected Financial Condition Data:

Total assets $ 395,794 $ 382,415
Cash and cash equivalents 19,649 12,420
Securities available for sale 65,340 69,244
Loans receivable, net 279,265 270,769
Bank owned life insurance 9,327 9,080
Federal Home Loan Bank stock, at cost 3,416 3,416
Deposits 312,339 286,934
Federal Home Loan Bank advances 32,063 46,618
Securities sold under agreements to repurchase 3,551 3,866
Total net worth 44,454 42,168

Three Months Ended Nine Months Ended
June 30, June 30,

2010 2009 2010 2009
(unaudited) (In thousands)

Selected Operating Data:

Interest and dividend income $ 4,508 $ 4,525 $ 13,668 $ 13,723
Interest expense 1,470 2,008 4,844 6,233

Net interest income 3,038 2,517 8,824 7,490
Provision for loan losses 350 149 779 696

Net interest and dividend income after
provision for loan losses 2,688 2,368 8,045 6,794
Noninterest income 617 618 1,768 1,693
Noninterest expense 2,221 2,177 6,389 6,649

Income before income tax expense (benefit) 1,084 809 3,424 1,838
Income tax expense (benefit) 347 250 1,148 (4)
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Net income $ 737 $ 559 $ 2,276 $ 1,842
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At or For the Three Months
Ended

At or For the Nine Months
Ended

June 30, June 30,
2010 2009 2010 2009

Selected Financial Ratios and Other Data
(1):

Performance Ratios:
Return on average assets (ratio of net
income to average total assets) 0.74% 0.59% 0.77% 0.67%
Return on average equity (ratio of net
income to average equity) 6.68% 5.45% 6.98% 6.10%
Interest rate spread (2) 3.27% 2.76% 3.17% 2.86%
Net interest margin (3) 3.35% 2.86% 3.25% 2.97%
Efficiency ratio (4) 60.77% 69.44% 60.32% 72.41%
Noninterest expense to average total assets 2.24% 2.29% 2.17% 2.43%
Average interest-earning assets to average
interest-bearing liabilities 104.44% 104.41% 104.61% 104.39%
Equity to assets 11.23% 10.68% 11.23% 10.68%
Tangible equity to tangible assets 9.01% 8.33% 9.01% 8.33%
Average equity to average assets 11.15% 10.78% 11.07% 11.04%

Asset Quality Ratios:
Non-performing assets to total assets 0.62% 0.52% 0.62% 0.52%
Non-performing loans to total loans 0.48% 0.36% 0.48% 0.36%
Allowance for loan losses to
non-performing loans 278.12% 286.50% 278.12% 286.50%
Allowance for loan losses to total loans 1.33% 1.02% 1.33% 1.02%
Net charge-offs to average loans 0.05% 0.12% 0.04% 0.23%

Capital Ratios (bank level only):
Total capital (to risk-weighted assets) 14.85% 14.27%
Tier I capital (to risk-weighted assets) 13.59% 13.12%
Tier I capital (to average assets) 8.59% 8.25%

Other Data:
Number of offices 10 10
Full time equivalent employees 90 86

(1) Ratios for the
three and nine
months ended
June 30, 2010
and 2009 are
annualized.

(2) The interest rate
spread
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represents the
difference
between the
average yield on
interest-earning
assets and the
average cost of
interest-bearing
liabilities for the
year.

(3) The net interest
margin
represents net
interest income
as a percent of
average
interest-earning
assets for the
year.

(4) The efficiency
ratio represents
noninterest
expense divided
by the sum of
net interest
income and
noninterest
income.
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Balance Sheet Analysis: June 30, 2010 and September 30, 2009
Assets. Our total assets increased $13.4 million, or 3.5%, to $395.8 million at June 30, 2010 from $382.4 million at

September 30, 2009. The increase was due to increases in net loans of $8.5 million, or 3.1%, and cash and cash
equivalents of $7.2 million, or 58.2%. The net increase in total assets was funded by an increase in deposits of
$25.4 million, partially offset by a decrease in Federal Home Loan Bank advances of $14.6 million.

Loans. At June 30, 2010, net loans were $279.3 million, or 70.6% of total assets, an increase of $8.5 million from
$270.8 million, or 70.8%, of total assets at September 30, 2009. This increase was primarily due to an increase of
$5.3 million in the commercial real estate loan portfolio with the remainder of the increase in residential mortgages
and home equity loans.

Investment Securities. At June 30, 2010 and September 30, 2009 all of our investment securities were categorized
as available for sale and recorded at current fair value. We held investment securities with an amortized cost of
$63.8 million and a fair value of $65.3 million at June 30, 2010, compared to $67.7 million and $69.2 million at
September 30, 2009, respectively. At June 30, 2010, our investment portfolio consisted of $24.5 million in U.S.
government and agency obligations, $19.0 million of mortgage-backed securities (of which $18.4 million were U.S.
government sponsored mortgage-backed securities), $18.0 million of municipal bonds, $2.7 million in corporate
bonds and $1.1 million in equity securities.
     At June 30, 2010 and September 30, 2009, we held 13 securities and 15 securities in unrealized loss positions of
$165,000 and $246,000, respectively. The decline in the fair value of these securities resulted primarily from interest
rate fluctuations. We do not intend to sell these securities nor is it more likely than not that we would be required to
sell these securities before their anticipated recovery and we believe the collection of the investment and related
interest is probable. Based on this analysis, we consider all of the unrealized losses to be temporary impairment losses.

Deposits. Our deposits increased $25.4 million, or 8.9%, to $312.3 million at June 30, 2010 from $286.9 million at
September 30, 2009. The increase resulted from a $16.0 million, or 14.8%, increase in certificates of deposit and a
$9.4 million, or 5.3%, increase in demand, NOW accounts and savings accounts. The increase in certificates of
deposit resulted from offering longer term certificate products (four and five year terms) with various features that in
some cases provide options to earn higher rates in the future. The intent of offering the longer term certificate of
deposit products is to draw funds from a liquid savings account to extend the maturities of our deposit base in
anticipation of future market interest rate increases. The increase in demand, NOW and savings accounts was due
primarily to cash flows from checking accounts and a continued customer preference for liquid money market and
savings account products.
     At June 30, 2010, we had a total of $124.2 million in certificates of deposit, of which $37.0 million had remaining
maturities of one year or less. Based on historical experience and current market interest rates, we believe we will
retain upon maturity a large portion of our certificates of deposit with maturities of one year or less as of June 30,
2010.

Borrowings. At June 30, 2010, our borrowings consisted of $32.1 million of advances from the Federal Home
Loan Bank of Pittsburgh and $3.6 million of funds borrowed under repurchase agreements. Advances from the
Federal Home Loan Bank of Pittsburgh declined $14.6 million, or 31.2%, from September 30, 2009 to June 30, 2010
due to the repayment of $19.6 million of maturing advances partly offset by new advances totaling $5.0 million.
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Net Worth. Net worth increased $2.3 million, or 5.4%, to $44.5 million at June 30, 2010 from $42.2 million at
September 30, 2009. The increase resulted from net income of $2.3 million for the nine months ended June 30, 2010.
Comparison of Operating Results for the Nine Months Ended June 30, 2010 and 2009

General. Net income for the nine months ended June 30, 2010 was $2.3 million, an increase of $434,000, or
23.6%, from $1.8 million for the same period last year. The increase in net income resulted primarily from a decrease
of $1.4 million in total interest expense and a decrease of $260,000 in total noninterest expenses, offset in part by
increased federal and state income taxes of $1.2 million. Total interest income remained steady at $13.7 million for
each nine month period. The provision for loan losses increased from $696,000 for the nine month period ended June
30, 2009 to $779,000 for the nine month period ended June 30, 2010.

Interest and Dividend Income. Total interest income remained unchanged at $13.7 million for each nine month
period, due to a decrease in the average yield earned on interest earning assets, which was offset by an increase in the
average balance of interest earning assets. The average yield on interest earning assets decreased to 5.03% for the nine
month period ended June 30, 2010 from 5.44% for the nine month period ended June 30, 2009. The average yield on
all categories of interest earning assets decreased from the previous period. Average interest earning assets increased
by $26.1 million, or 7.8%, to $362.3 million for the nine month period ended June 30, 2010 from $336.2 million for
the nine month period ended June 30, 2009.
     Interest income on loans increased $67,000 for the nine month period ended June 30, 2010 compared to the nine
month period ended June 30, 2009. The average yield on loans receivable decreased to 5.72% for the nine month
period ended June 30, 2010 from 6.08% for the nine month period ended June 30, 2009. The decrease in average yield
was primarily attributable to our variable rate loans adjusting downward as prime and short-term interest rates
decreased as well as the origination of new loans in a generally lower interest rate environment and
repayment/refinance of higher rate loans. This decrease in average yield was partially offset by an increase in the
average balance of loans receivable. Average loans receivable increased by $18.1 million, or 6.9%, to $279.4 million
for the nine month period ended June 30, 2010 from $261.3 million for the nine month period ended June 30, 2009.
This increase was primarily attributable to continued loan demand throughout our market area.
     Interest income on investment and mortgage-backed securities decreased by $100,000, or 5.6%, to $1.7 million for
the nine month period ended June 30, 2010 from $1.8 million for the nine month period ended June 30, 2009. This
decrease was primarily the result of a decrease in the average yield earned, which decreased to 3.25% for the nine
month period ended June 30, 2010 from 4.09% for the nine month period ended June 30, 2009, due to new
investments added in a lower interest rate environment and variable rate investments that adjusted downward.
Partially offsetting this decrease in interest income was an increase in the average balance, which increased by $10.8
million, or 18.9%, to $67.9 million for the nine month period ended June 30, 2010 from $57.1 million for the nine
month period ended June 30, 2009.
     Interest income on interest-earning deposits decreased by $22,000 to $28,000 for the nine month period ended
June 30, 2010 from $50,000 for the nine month period ended June 30, 2009. The average yield decreased to 0.25%
from 0.38% as a result of decreases in the overnight federal funds rate. The average balance decreased by
$2.8 million, or 15.8%, to $14.9 million for the nine month period ended June 30, 2010 from $17.7 million for the
nine month period ended June 30, 2009 as we invested in loans and investment securities.
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Interest Expense. Total interest expense decreased by $1.4 million, or 22.3%, to $4.8 million for the nine month
period ended June 30, 2010 from $6.2 million for the nine month period ended June 30, 2009. This decrease in interest
expense was due to a decrease in the average cost of interest-bearing liabilities to 1.87% from 2.58%, which was
partially offset by an increase in the average balance of interest-bearing liabilities. Average interest-bearing liabilities
increased by $24.2 million, or 7.5%, to $346.3 million for the nine month period ended June 30, 2010 from $322.1
million for the nine month period ended June 30, 2009. The decrease in the cost of funds resulted primarily from a
decrease in the level of market interest rates which enabled us to reduce the rate of interest paid on all deposit
products. The increase in liabilities resulted primarily from deposit growth in all of our markets.

Net Interest Income. Net interest income increased by $1.3 million, or 17.8%, to $8.8 million for the nine month
period ended June 30, 2010 from $7.5 million for the nine month period ended June 30, 2009. This increase in net
interest income was attributable to the factors discussed above. Our net interest rate spread increased to 3.17% for the
nine month period ended June 30, 2010 from 2.86% for the nine month period ended June 30, 2009, and our net
interest margin increased to 3.25% for the nine month period ended June 30, 2010 from 2.97% for the nine month
period ended June 30, 2009.

Provision for Loan Losses. The provision for loan losses increased by $83,000, or 11.9%, to $779,000 for the nine
month period ended June 30, 2010 from $696,000 for the nine month period ended June 30, 2009. The increase in the
provision for loan losses during the comparative period was due to the continued worsening economic conditions
which caused a decrease in cash flows for some commercial borrowers in industries such as residential home
construction, restaurant, retail and entertainment. These borrowers were not delinquent at June 30, 2010; however, the
cash flow trends noted indicated that special consideration in determining the loan loss provision was prudent.
Management analyzes the allowance for loan losses as described in the section entitled �Management�s Discussion and
Analysis of Financial Condition and Results of Operations�Critical Accounting Policies�Allowance for Loan Losses.�
The provision that is recorded is sufficient, in management�s judgment, to bring the allowance for loan losses to a level
that reflects the losses inherent in our loan portfolio relative to loan mix, economic conditions and historical loss
experience. Management believes, to the best of their knowledge, that all known losses as of the balance sheet dates
have been recorded.

Noninterest Income. Noninterest income increased $75,000, or 4.4%, to $1.8 million for the nine month period
ended June 30, 2010 from $1.7 million for the same period in the prior year. Net securities gains increased by
$139,000, due to gains of $8,000 for the nine month period ended June 30, 2010 compared to losses of $131,000 for
the nine month period ended June 30, 2009. Partially offsetting this increase, mutual fund and annuity fees decreased
by $30,000, or 14.7%, to $178,000 for the nine month period ended June 30, 2010 from $208,000 for the nine month
period ended June 30, 2009, due in part to customer preferences to invest in insured investments in light of the
financial crisis.

Noninterest Expense. Noninterest expense decreased by $260,000, or 3.9%, to $6.4 million for the nine month
period ended June 30, 2010 from $6.6 million for the same period in the prior year. The largest decreases were in
compensation and employee benefits, FDIC insurance premiums and premises and occupancy costs. Compensation
and employee benefits decreased by $154,000, or 3.9%, to $3.8 million for the nine month period ended June 30, 2010
from $3.9 million for the nine month period ended June 30, 2009 due primarily to a higher pension plan accrual in the
2009 period. The higher pension plan accrual was necessary due to the use of lower interest rate assumptions in
determining the related pension plan liability. FDIC insurance premiums decreased by $62,000, or 16.0%, to $326,000
for the nine month period ended June 30, 2010 from $388,000 for the nine month period ended June 30, 2009 as a
result of FDIC special assessment levied on all banks as of June 30, 2009. Our FDIC special assessment was
$177,000. Premises and occupancy costs decreased $34,000 due to cost control initiatives implemented in late 2009
and early 2010. Other operating expenses decreased $24,000 to $981,000 during the nine
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month period ended June 30, 2010 from $1.0 million for the nine month period ended June 30, 2009 due to above
mentioned cost reduction initiatives.

Income Taxes. The provision for income taxes for the nine month period ended June 30, 2010 increased by
$1.1 million, compared to the same period last year. This increase in income tax was primarily a result of an increase
in income before income taxes of $1.6 million, or 86.3%, from $1.8 million for the nine months ended June 30, 2009
to $3.4 million for the nine months ended June 30, 2010. Our effective tax rate for the nine month period ended
June 30, 2010 was 33.5% compared to a benefit of .2% experienced in the nine month period ended June 30, 2009.
The reason for the negative tax rate for the nine months ended June 30, 2009 was due to the reversal of a $510,000
deferred tax asset valuation allowance on October 3, 2008 related to impairment losses recognized on Fannie Mae and
Freddie Mac preferred stock. A $1.5 million impairment loss on the stocks was recognized in the year ended
September 30, 2008 while the tax benefit was recognized in the following fiscal year at the time the Emergency
Economic Stabilization Act of 2009 was enacted which allowed banks to recognize these losses as ordinary losses for
tax purposes.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
     This prospectus contains forward-looking statements, which can be identified by the use of words such as �estimate,�
�project,� �believe,� �intend,� �anticipate,� �plan,� �seek,� �expect,� �will,� �may� and words of similar meaning. These forward-looking
statements include, but are not limited to:

� statements of our goals, intentions and expectations;

� statements regarding our business plans, prospects, growth and operating strategies;

� statements regarding the asset quality of our loan and investment portfolios; and

� estimates of our risks and future costs and benefits.
     These forward-looking statements are based on our current beliefs and expectations and are inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond our
control. In addition, these forward-looking statements are subject to assumptions with respect to future business
strategies and decisions that are subject to change. We are under no duty to and do not take any obligation to update
any forward-looking statements after the date of this prospectus.
     The following factors, among others, could cause actual results to differ materially from the anticipated results or
other expectations expressed in the forward-looking statements:

� general economic conditions, either nationally or in our market areas, that are worse than expected;

� competition among depository and other financial institutions;

� inflation and changes in the interest rate environment that reduce our margins or reduce the fair value of
financial instruments;

� adverse changes in the securities markets;
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� changes in laws or government regulations or policies affecting financial institutions, including changes in

regulatory fees and capital requirements;

� our ability to enter new markets successfully and capitalize on growth opportunities;

� our ability to successfully integrate acquired entities, if any;

� changes in consumer spending, borrowing and savings habits;

� changes in accounting policies and practices, as may be adopted by the bank regulatory agencies, the Financial
Accounting Standards Board, the Securities and Exchange Commission and the Public Company Accounting
Oversight Board;

� changes in our organization, compensation and benefit plans;

� changes in our financial condition or results of operations that reduce capital available to pay dividends; and

� changes in the financial condition or future prospects of issuers of securities that we own.
     Because of these and a wide variety of other uncertainties, our actual future results may be materially different
from the results indicated by these forward-looking statements. Please see �Risk Factors� beginning on page 17.
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HOW WE INTEND TO USE THE PROCEEDS FROM THE OFFERING
     Although we cannot determine what the actual net proceeds from the sale of the shares of common stock in the
offering will be until the offering is completed, we anticipate that the net proceeds will be between $24.1 million and
$33.1 million, or $38.2 million if the offering range is increased by 15%.
     We intend to distribute the net proceeds from the stock offering as follows:

Based Upon the Sale at $10.00 Per Share of
Minimum Midpoint Maximum Maximum Adjusted

2,550,000 Shares 3,000,000 Shares 3,450,000 Shares 3,967,500 Shares (1)
Percent
of Net

Percent
of Net

Percent
of Net

Percent
of Net

Amount Proceeds Amount Proceeds Amount Proceeds Amount Proceeds
(Dollars in thousands)

Stock offering
proceeds $ 25,500 $ 30,000 $ 34,500 $ 39,675
Less offering
expenses 1,356 1,398 1,439 1,486

Net offering
proceeds (2) $ 24,144 100.0% $ 28,602 100.0% $ 33,061 100.0% $ 38,189 100.0%

Use of net
proceeds:
To Standard
Bank $ 12,072 50.0% $ 14,301 50.0% $ 16,531 50.0% $ 19,095 50.0%
Cash
contributed to
foundation $ 200 0.8% $ 200 0.7% $ 200 0.6% $ 200 0.5%
To fund loan to
employee stock
ownership plan $ 2,111 8.7% $ 2,484 8.6% $ 2,857 8.6% $ 3,285 8.6%
Retained by
Standard $ 9,761 40.5% $ 11,617 40.7% $ 13,474 40.8% $ 15,610 40.9%

(1) As adjusted to
give effect to an
increase in the
number of
shares, which
could occur due
to a 15%
increase in the
offering range
to reflect
demand for the
shares or
changes in
market
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conditions
following the
commencement
of the offering.

(2) Assumes all
shares of
common stock
are sold in the
subscription
offering.

     Payments for shares of common stock made through withdrawals from existing deposit accounts will not result in
the receipt of new funds for investment but will result in a reduction of Standard Bank�s deposits. The net proceeds
may vary because the total expenses relating to the offering may be more or less than our estimates. For example, our
expenses would increase if a syndicated community offering were used to sell shares of common stock not purchased
in the subscription and community offerings.
     Standard Financial Corp. may use the proceeds it retains from the offering:

� to invest in securities issued by the U.S. Government, U.S. Government agencies and/or U.S. Government
sponsored enterprises, mortgage-backed securities and equities, collateralized mortgage obligations and
municipal securities;

� to finance the acquisition of financial institutions or other financial service companies;

� to pay cash dividends to stockholders;

� to repurchase shares of our common stock; and

� for other general corporate purposes.
     With the exception of the funding of the loan to the employee stock ownership plan, Standard Financial Corp. has
not quantified its plans for use of the offering proceeds for each of the foregoing purposes. Initially, we intend to
invest a substantial portion of the net proceeds in short-term investments, investment-grade debt obligations and
mortgage-backed securities.
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     Standard Financial Corp. also intends to contribute $200,000 in cash and a number of shares of common stock with
a value equal to 3.5% of the shares sold in the offering. Initially, a substantial portion of the net proceeds will be
invested in short-term investments, investment-grade debt obligations and mortgage-backed securities.
     Under current regulations as applied by the Pennsylvania Department of Banking and the Federal Reserve Board
regulations, we may not repurchase shares of our common stock during the first year following the conversion, except
to fund equity benefit plans other than stock options or except when extraordinary circumstances exist and with prior
regulatory approval.
     Standard Bank may use the net proceeds it receives from the offering:

� to expand its banking franchise by establishing or acquiring new branches, or by acquiring other financial
institutions or other financial services companies;

� to fund new loans;

� to repay borrowings;

� to invest in mortgage-backed securities and collateralized mortgage obligations, and debt securities issued by
the U.S. Government, U.S. Government agencies and/or U.S. Government sponsored enterprises; and

� for other general corporate purposes.
     Standard Bank has not quantified its plans for use of the offering proceeds for each of the foregoing purposes. Our
short-term and long-term growth plans anticipate that, upon completion of the offering, we will experience growth
through increased lending and investment activities and, possibly, acquisitions. We currently have no understandings
or agreements to acquire other banks, thrifts, or other financial services companies. There can be no assurance that we
will be able to consummate any acquisition.
     Initially, the net proceeds we retain will be invested in short-term investments, investment-grade debt obligations
and mortgage-backed securities.

38

Edgar Filing: Standard Financial Corp. - Form 424B3

Table of Contents 55



Table of Contents

OUR POLICY REGARDING DIVIDENDS
     Following completion of the stock offering, our Board of Directors will have the authority to declare dividends on
our shares of common stock, subject to statutory and regulatory requirements. However, no decision has been made
with respect to the payment of dividends. In determining whether to pay a cash dividend and the amount of such cash
dividend, the Board of Directors is expected to take into account a number of factors, including capital requirements,
our consolidated financial condition and results of operations, tax considerations, statutory and regulatory limitations
and general economic conditions. No assurances can be given that any dividends will be paid or that, if paid, will not
be reduced or eliminated in the future. Special cash dividends, stock dividends or returns of capital, to the extent
permitted by Pennsylvania Department of Banking policy and regulations, may be paid in addition to, or in lieu of,
regular cash dividends. We will file a consolidated tax return with Standard Bank. Accordingly, it is anticipated that
any cash distributions made by us to our stockholders would be treated as cash dividends and not as a non-taxable
return of capital for federal and state tax purposes. Additionally, pursuant to Pennsylvania Department of Banking
regulations, during the three-year period following the stock offering, we will not take any action to declare an
extraordinary dividend to stockholders that would be treated by recipients as a tax-free return of capital for federal
income tax purposes.
     Pursuant to our Certificate of Incorporation, we are authorized to issue preferred stock. If we issue preferred stock,
the holders thereof may have a priority over the holders of our shares of common stock with respect to the payment of
dividends. For a further discussion concerning the payment of dividends on our shares of common stock, see
�Description of Capital Stock�Common Stock.� Initially, dividends we can declare and pay will depend upon the
proceeds retained from the stock offering and the earnings received from the investment of those proceeds. In the
future, dividends will depend in large part upon receipt of dividends from Standard Bank, because we expect to have
limited sources of income other than dividends from Standard Bank and interest payments received in connection with
the loan to the employee stock ownership plan. A regulation of the Pennsylvania Department of Banking imposes
limitations on �capital distributions� by savings institutions. See �Supervision and Regulation�Banking Regulation�Capital
Distributions.�
     Any payment of dividends by Standard Bank to us that would be deemed to be drawn out of Standard Bank�s bad
debt reserves, if any, would require a payment of taxes at the then-current tax rate by Standard Bank on the amount of
earnings deemed to be removed from the reserves for such distribution. Standard Bank does not intend to make any
distribution to us that would create such a federal tax liability. See �Taxation�Federal Taxation� and ��State Taxation.�

MARKET FOR THE COMMON STOCK
     We have never issued capital stock and there is no established market for our shares of common stock. We expect
that our shares of common stock will be listed for trading on the Nasdaq Capital Market under the symbol �STND,�
subject to completion of the offering and compliance with certain conditions, including the presence of at least three
registered and active market makers. Stifel, Nicolaus & Company has advised us that it intends to make a market in
shares of our common stock following the offering, but it is under no obligation to do so or to continue to do so once it
begins. While we will attempt before completion of the offering to obtain commitments from at least two other
broker-dealers to make a market in shares of our common stock, there can be no assurance that we will be successful
in obtaining such commitments.
     The development and maintenance of a public market, having the desirable characteristics of depth, liquidity and
orderliness, depends on the existence of willing buyers and sellers, the presence of
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which is not within our control or that of any market maker. The number of active buyers and sellers of shares of our
common stock at any particular time may be limited, which may have an adverse effect on the price at which shares of
our common stock can be sold. There can be no assurance that persons purchasing the shares of common stock will be
able to sell their shares at or above the $10.00 offering purchase price per share. You should have a long-term
investment intent if you purchase shares of our common stock and you should recognize that there may be a limited
trading market in the shares of common stock.
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HISTORICAL AND PRO FORMA REGULATORY CAPITAL COMPLIANCE
     At March 31, 2010, Standard Bank exceeded all of the applicable regulatory capital requirements. The table below
sets forth the historical equity capital and regulatory capital of Standard Bank at March 31, 2010, and the pro forma
regulatory capital of Standard Bank, after giving effect to the sale of shares of common stock at a $10.00 per share
purchase price. The table assumes the receipt by Standard Bank of 50% of the net offering proceeds. See �How We
Intend to Use the Proceeds from the Offering.�

Pro Forma at March 31, 2010, Based Upon the Sale in the Offering of
(1)

Standard Bank Historical at Minimum Midpoint Maximum
Adjusted
Maximum

March 31, 2010
2,550,000
Shares

3,000,000
Shares

3,450,000
Shares

3,967,500
Shares (2)

Percent of
Percent

of
Percent

of
Percent

of
Percent

of

Amount Assets (3) Amount
Assets
(3) Amount

Assets
(3) Amount

Assets
(3) Amount

Assets
(3)

(Dollars in thousands)
Equity (1) $ 43,013 10.67% $ 51,918 12.51% $ 53,588 12.84% $ 55,259 13.17% $ 57,180 13.55%

Tier 1
leverage
capital $ 32,365 8.44% $ 41,270 10.43% $ 42,940 10.79% $ 44,611 11.15% $ 46,532 11.56%
Tier 1
leverage
requirement
(4) 19,175 5.00 19,778 5.00 19,890 5.00 20,001 5.00 20,129 5.00

Excess $ 13,190 3.44% $ 21,492 5.43% $ 23,050 5.79% $ 24,610 6.15% $ 26,403 6.56%

Tier 1
risk-based
capital (5) $ 32,365 13.23% $ 41,270 16.70% $ 42,940 17.35% $ 44,611 17.99% $ 46,532 18.72%
Risk-based
requirement 14,682 6.00 14,826 6.00 14,853 6.00 14,880 6.00 14,911 6.00

Excess $ 17,683 7.23% $ 26,444 10.70% $ 28,087 11.35% $ 29,731 11.99% $ 31,621 12.72%

Total
risk-based
capital (5) $ 35,431 14.48% $ 44,336 17.94% $ 46,006 18.58% $ 47,677 19.22% $ 49,598 19.96%
Risk-based
requirement 24,469 10.00 24,711 10.00 24,755 10.00 24,800 10.00 24,851 10.00

Excess $ 10,962 4.48% $ 19,625 7.94% $ 21,251 8.58% $ 22,877 9.22% $ 24,747 9.96%
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 tract to sell the currency. Should forward prices decline during the period between the Fund's
entering into a forward contract for the sale of a currency and the date it enters into an offsetting
contract for the purchase of the currency, the Fund will realize a gain to the extent the price of the
currency it has agreed to sell exceeds the price of the currency it has agreed to purchase. Should
forward prices increase, the Fund will suffer a loss to the extent the price of the currency it has
agreed to purchase exceeds the price of the currency it has agreed to sell. A default on the contract
would deprive the Fund of unrealized profits or force the Fund to cover its commitments for
purchase or sale of currency, if any, at the current market price. Hedging against a decline in the
value of a currency does not eliminate fluctuations in the prices of portfolio securities or prevent
losses if the prices of such securities decline. Such transactions also preclude the opportunity for
gain if the value of the hedged currency should rise. Moreover, it may not be possible for the Fund
to hedge against a devaluation that is so generally anticipated that the Fund is not able to contract to
sell the currency at a price above the devaluation level it anticipates. The cost to the Fund of
engaging in currency exchange transactions varies with such factors as the currency involved, the
length of the contract period, and prevailing market conditions. Since currency exchange
transactions are usually conducted on a principal basis, no fees or commissions are involved. The
use of interest rate and commodity swaps and caps is a highly specialized activity that involves
investment techniques and risks different from those associated with ordinary portfolio security
transactions. Depending on market conditions in general, the Fund's use of swaps or caps could
enhance or harm the overall performance of the common shares. For example, the Fund may utilize
interest rate swaps and caps in connection with the Fund's use of Financial Leverage. To the extent
there is a decline in interest rates, the value of the interest rate swap or cap could decline, and could
result in a decline in the net asset value of the common shares. In addition, if short-term interest
rates are lower than the Fund's fixed rate of payment on the interest rate swap, the swap will reduce
common share net earnings. If, on the other hand, short-term interest rates are higher than the fixed
rate of payment on the interest rate swap, the swap will enhance common share net earnings. Buying
interest rate caps could enhance the performance of the common shares by providing a maximum
leverage expense. Buying interest rate caps could also decrease the net earnings of the common
shares in the event that the premium paid by the Fund to the counterparty exceeds the additional
amount the Fund would have been required to pay had it not entered into the cap agreement. The
Fund has no current intention of selling an interest rate swap but is expected to enter into an interest
rate cap. Interest rate and commodity swaps and caps do not involve the delivery of securities or
other underlying assets or principal. Accordingly, the risk of loss with respect to interest rate and
commodity swaps is limited to the net amount of interest payments that the Fund is contractually
obligated to make. If the counterparty defaults, the Fund would not be able to use the anticipated net
receipts under the swap or cap to offset any declines in the value of the Fund's portfolio assets being
hedged or the increase in the Fund's cost of Financial Leverage. Depending on whether the Fund
would be entitled to receive net payments from the counterparty on the swap or cap, which in turn
would depend on - 46 - the general state of the market rates at that point in time, such a default
could negatively impact the performance of the common shares. PORTFOLIO TURNOVER RISK
The Fund's annual portfolio turnover rate may vary greatly from year to year. Although the Fund
cannot accurately predict its annual portfolio turnover rate, it is not expected to exceed 30% under
normal circumstances, but may be higher or lower in certain periods. For the fiscal year ended
November 30, 2010, portfolio turnover was approximately 20%. Portfolio turnover rate is not
considered a limiting factor in the execution of investment decisions for the Fund. High portfolio
turnover may result in the Fund's recognition of gains that will be taxable as ordinary income to the
Fund. A high portfolio turnover may increase the Fund's current and accumulated earnings and
profits, resulting in a greater portion of the Fund's distributions being treated as a dividend to the
Fund's common shareholders. In addition, a higher portfolio turnover rate results in correspondingly
greater brokerage commissions and other transactional expenses that are borne by the Fund. See
"The Fund's Investments--Investment Practices -- Portfolio Turnover" and "Tax Matters."
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RESTRICTED SECURITIES The Fund invests, and may in the future invest, in unregistered or
otherwise restricted securities. The term "restricted securities" refers to securities that have not been
registered under the 1933 Act or are held by control persons of the issuer and securities that are
subject to contractual restrictions on their resale. As a result, restricted securities may be more
difficult to value and the Fund may have difficulty disposing of such assets either in a timely
manner or for a reasonable price. Absent an exemption from registration, the Fund will be required
to hold the securities until they are registered by the issuer. In order to dispose of an unregistered
security, the Fund, where it has contractual rights to do so, may have to cause such security to be
registered. A considerable period may elapse between the time the decision is made to sell the
security and the time the security is registered so that the Fund could sell it. Contractual restrictions
on the resale of securities vary in length and scope and are generally the result of a negotiation
between the issuer and acquiror of the securities. The Fund would, in either case, bear market risks
during that period. LIQUIDITY RISK Although common units of MLPs, I-Shares of MLP-related
entities and common stocks of certain energy companies trade on the NYSE, NYSE Amex and The
NASDAQ Stock Market, certain securities may trade less frequently, particularly those with smaller
capitalizations. Securities with limited trading volumes may display volatile or erratic price
movements. Larger purchases or sales of these securities by the Fund in a short period of time may
result in abnormal movements in the market price of these securities. This may affect the timing or
size of Fund transactions and may limit the Fund's ability to make alternative investments. If the
Fund requires significant amounts of cash on short notice in excess of normal cash requirements or
is required to post or return collateral in connection with the Fund's investment portfolio, derivatives
transactions or leverage restrictions, the Fund may have difficulty selling these investments in a
timely manner, be forced to sell them for less than the Fund otherwise would have been able to
realize, or both. The reported value of some of the Fund's relatively illiquid types of investments
and, at times, the Fund's high quality, generally liquid asset classes, may not necessarily reflect the
lowest current market price for the asset. If the Fund was forced to sell certain of its assets in the
current market, there can be no assurance that the Fund will be able to sell them for the prices at
which the Fund has recorded them and the Fund may be forced to sell them at significantly lower
prices. VALUATION RISK Market prices may not be readily available for subordinated units,
direct ownership of general partner interests, restricted securities or unregistered securities of certain
MLPs, MLP-related entities or private companies, and the value of such investments will ordinarily
be determined based on fair valuations determined pursuant to procedures adopted by the Board of
Trustees. The value of these securities typically requires more reliance on the judgment of the
Sub-Advisor than that required for securities for which there is an active trading market. In addition,
the Fund will rely to some extent on information - 47 - provided by the MLPs, which is usually not
timely, to estimate taxable income allocable to the MLP units held in the Fund's portfolio and to
estimate associated deferred tax liability for purposes of financial statement reporting and
determining the Fund's net asset value. From time to time the Fund will modify its estimates and/or
assumptions regarding its deferred tax liability as new information becomes available. To the extent
the Fund modifies its estimates and/or assumptions, the net asset value of the Fund would likely
fluctuate. See "Net Asset Value." INTEREST RATE RISK Interest rate risk is the risk that equity
and debt securities will decline in value because of changes in market interest rates. The Fund's
investment in such securities means that the net asset value and market price of the common shares
will tend to decline if market interest rates rise. Interest rates are at or near historic lows, and as a
result, they are likely to rise over time. Certain debt instruments, particularly below investment
grade securities, may contain call or redemption provisions which would allow the issuer thereof to
prepay principal prior to the debt instrument's stated maturity. This is known as prepayment risk.
Prepayment risk is greater during a falling interest rate environment as issuers can reduce their cost
of capital by refinancing higher yielding debt instruments with lower yielding debt instruments. An
issuer may also elect to refinance their debt instruments with lower yielding debt instruments if the
credit standing of the issuer improves. To the extent the Fund's debt securities are called or
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redeemed, the Fund may be forced to reinvest in lower yielding securities. BELOW INVESTMENT
GRADE SECURITIES RISK Below investment grade securities are rated "Ba1" or lower by
Moody's, "BB+" or lower by S&P, or comparably rated by another NRSRO or, if unrated,
determined to be of comparable quality by the Sub-Advisor. As of November 30, 2010, the Fund did
not invest in any below investment grade securities. Below investment grade securities, also
sometimes referred to as "junk bonds," generally pay a premium above the yields of U.S.
government securities or debt securities of investment grade issuers because they are subject to
greater risks than these securities. These risks, which reflect their speculative character, include the
following: o greater yield and price volatility; o greater credit risk and risk of default; o potentially
greater sensitivity to general economic or industry conditions; o potential lack of attractive resale
opportunities (illiquidity); and o additional expenses to seek recovery from issuers who default. In
addition, the prices of these below investment grade securities are more sensitive to negative
developments, such as a decline in the issuer's revenues, downturns in profitability in the energy
industry or a general economic downturn, than are the prices of higher grade securities. Below
investment grade securities tend to be less liquid than investment grade securities and the market for
below investment grade securities could contract further under adverse market or economic
conditions. In such a scenario, it may be more difficult for the Fund to sell these securities in a
timely manner or for as high a price as could be realized if such securities were more widely traded.
The market value of below investment grade securities may be more volatile than the market value
of investment grade securities and generally tends to reflect the market's perception of the
creditworthiness of the issuer and short-term market developments to a greater extent than
investment grade securities, which primarily reflect fluctuations in general levels of interest rates. In
the event of a default by a below investment grade security held in the Fund's portfolio in the
payment of principal or interest, the Fund may incur additional expense to the extent it is required to
seek recovery of such principal or interest. Ratings are relative and subjective and not absolute
standards of quality. Securities ratings are based largely on an issuer's historical financial condition
and the rating agencies' analyses at the time of rating. Consequently, the rating assigned to any
particular security or instrument is not necessarily a reflection of an issuer's current financial
condition. Subsequent to its purchase by the Fund, the security or instrument may cease to be rated
or its rating may be reduced. In addition, it is possible that NRSROs might not change their ratings
of a particular security or instrument to reflect subsequent - 48 - events on a timely basis. Moreover,
such ratings do not assess the risk of a decline in market value. None of these events will require the
sale of such securities or instruments by the Fund, although the Sub-Advisor will consider these
events in determining whether the Fund should continue to hold the securities. The market for below
investment grade and comparable unrated securities has experienced periods of significantly adverse
price and liquidity several times, particularly at or around times of economic recession. Past market
recessions have adversely affected the value of such securities as well as the ability of certain issuers
of such securities to repay principal and pay interest thereon or to refinance such securities. The
market for these securities may react in a similar fashion in the future. For a further description of
below investment grade securities and the risks associated therewith, see "Other Investment Policies
and Techniques" in the SAI. For a description of the ratings categories of certain NRSROs, see
Appendix A to the SAI. NON-DIVERSIFICATION The Fund is a non-diversified, closed-end
management investment company under the 1940 Act and will not be treated as a regulated
investment company under the Internal Revenue Code. Accordingly, there are no regulatory
requirements under the 1940 Act or the Internal Revenue Code on the minimum number or size of
securities held by the Fund. As of November 30, 2010, there were approximately seventy-two (72)
publicly traded MLPs, approximately 80% of which operate energy assets. The Fund intends to
select its MLP investments from this small pool of issuers. The Fund may invest in securities of
MLP-related entities and non-MLP securities issued by energy companies, consistent with its
investment objective and policies. As of November 30, 2010, the Fund held investments in
thirty-nine (39) MLP issuers. MARKET DISRUPTION RISK The terrorist attacks in the United

Edgar Filing: Standard Financial Corp. - Form 424B3

Table of Contents 61



States on September 11, 2001 had a disruptive effect on the securities markets. U.S. military and
related action in Iraq is ongoing and events in the Middle East could have significant adverse effects
on the U.S. economy and the stock market. The Fund cannot predict the effects of similar events in
the future on the U.S. economy. ANTI-TAKEOVER PROVISIONS The Fund's Declaration
includes provisions that could limit the ability of other entities or persons to acquire control of the
Fund or convert the Fund to open-end status. These provisions could have the effect of depriving the
common shareholders of opportunities to sell their common shares at a premium over the then
current market price of the common shares. See "Certain Provisions in the Declaration of Trust and
By-Laws." COMPETITION RISK There exist other alternatives to the Fund as a vehicle for
investment in a portfolio of MLPs, including other publicly traded investment companies and
private funds. In addition, recent tax law changes or future tax law changes may increase the ability
of regulated investment companies or other institutions to invest in MLPs. Because of the limited
number of MLP issuers, these competitive conditions may adversely impact the Fund's ability to
make investments in the MLP market and could adversely impact the Fund's distributions to
common shareholders. POTENTIAL TAX CHANGES In addition to the specific tax risks and
matters discussed elsewhere in this prospectus, the President of the United States has indicated a
desire to make significant changes to the Internal Revenue Code. The Fund has no way of knowing
whether such changes of the Internal Revenue Code might occur or, if enacted, what effect such
changes might have on the Fund's common shareholders or the MLPs and MLP-related entities in
which the Fund invests. - 49 - MARKET DISCOUNT FROM NET ASSET VALUE The Fund's
common shares have been publicly traded since June 24, 2004 and have traded both at a premium
and at a discount relative to net asset value. There is no assurance that any premium of the public
offering price for the Common Shares in any offering made hereby will continue after such offering
or that the common shares will not again trade at a discount. Shares of closed-end investment
companies frequently trade at a discount from their net asset value. This characteristic is a risk
separate and distinct from the risk that the Fund's net asset value could decrease as a result of its
investment activities and may be greater for investors expecting to sell their Common Shares in a
relatively short period following completion of this offering. Although the value of the Fund's net
assets is generally considered by market participants in determining whether to purchase or sell
shares, whether investors will realize gains or losses upon the sale of the common shares will
depend entirely upon whether the market price of the common shares at the time of sale is above or
below the investor's purchase price for the common shares. Because the market price of the common
shares will be affected by factors such as net asset value, dividend or distribution levels (which are
dependent, in part, on expenses), supply of and demand for the common shares, stability of
dividends or distributions, trading volume of the common shares, general market and economic
conditions, and other factors beyond the control of the Fund, the Fund cannot predict whether the
Common Shares will trade at, below or above net asset value or at, below or above the price at
which shares may be offered in any offering pursuant to this prospectus. INFLATION RISK
Inflation risk is the risk that the value of assets or income from investment will be worth less in the
future as inflation decreases the value of money. As inflation increases, the real value of the
common shares and distributions can decline. CERTAIN AFFILIATIONS Certain broker-dealers
may be considered to be affiliated persons of the Fund, First Trust Advisors or Energy Income
Partners. Absent an exemption from the SEC or other regulatory relief, the Fund is generally
precluded from effecting certain principal transactions with affiliated brokers, and its ability to
utilize affiliated brokers for agency transactions, is subject to restrictions. This could limit the
Fund's ability to engage in securities transactions and take advantage of market opportunities. In
addition, until the underwriting syndicate is broken in connection with any public offering of the
Common Shares offered by this prospectus, the Fund will be precluded from effecting principal
transactions with brokers who are members of the syndicate. MANAGEMENT OF THE FUND
TRUSTEES AND OFFICERS The Board of Trustees is responsible for the general supervision of
the duties performed by the Advisor and the Sub-Advisor. The names and business addresses of the
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trustees and officers of the Fund and their principal occupations and other affiliations during the past
five years are set forth under "Management of the Fund" in the SAI. INVESTMENT ADVISOR
First Trust Advisors, 120 East Liberty Drive, Suite 400, Wheaton, Illinois 60187, is the investment
advisor to the Fund and is responsible for supervising the Sub-Advisor. First Trust Advisors serves
as investment advisor or portfolio supervisor to investment portfolios with approximately $46
billion in assets which it managed or supervised as of February 28, 2011. First Trust Advisors is also
responsible for the ongoing monitoring of the Fund's investment portfolio, managing the Fund's
business affairs and providing certain clerical, bookkeeping and other administrative services. First
Trust Advisors is an Illinois limited partnership formed in 1991 and an investment advisor registered
with the SEC under the Investment Advisers Act of 1940, as amended. First Trust Advisors is a
limited partnership with one limited - 50 - partner, Grace Partners of DuPage L.P. ("Grace
Partners"), and one general partner, The Charger Corporation. Grace Partners is a limited
partnership with one general partner, The Charger Corporation, and a number of limited partners.
Grace Partners' and The Charger Corporation's primary business is investment advisory and
broker/dealer services through their interests. The Charger Corporation is an Illinois corporation
controlled by James A. Bowen, Chief Executive Officer of the Advisor. First Trust Advisors is
controlled by Grace Partners and The Charger Corporation. For additional information concerning
First Trust Advisors, including a description of the services provided, see the SAI under "Investment
Advisor." SUB-ADVISOR Energy Income Partners serves as the Fund's Sub-Advisor. In this
capacity, Energy Income Partners is responsible for the selection and on-going monitoring of the
securities in the Fund's investment portfolio. Energy Income Partners, located at 49 Riverside
Avenue, Westport, Connecticut 06880, is a registered investment advisor and serves as investment
advisor to investment portfolios with approximately $785 million of assets as of February 28, 2011.
Energy Income Partners is a Delaware limited liability company and an SEC-registered investment
advisor, founded in October 2003 by James J. Murchie to provide professional asset management
services in the area of energy related MLPs and other high payout securities in the energy sector. In
addition to serving as sub-advisor to the Fund, Energy Income Partners serves as the investment
manager to three unregistered investment companies and one private registered investment company
for high net worth individuals and institutions. Energy Income Partners mainly focuses on portfolio
companies that operate infrastructure assets such as pipelines, storage and terminals that receive
fee-based or regulated income from their customers. First Trust Capital Partners, LLC, an affiliate of
the Advisor, purchased, through a wholly-owned subsidiary, a 20% ownership interest in each of the
Sub-Advisor and EIP Partners, LLC, a Delaware limited liability company and affiliate of the
Sub-Advisor. James J. Murchie is the Founder, Chief Executive Officer, co-portfolio manager and a
Principal of Energy Income Partners. After founding Energy Income Partners in October 2003, Mr.
Murchie and the Energy Income Partners investment team joined Pequot Capital Management Inc.
("Pequot Capital") in December 2004. In August 2006, Mr. Murchie and the Energy Income
Partners investment team left Pequot Capital and re-established Energy Income Partners. Prior to
founding Energy Income Partners, Mr. Murchie was a Portfolio Manager at Lawhill Capital
Partners, LLC ("Lawhill Capital"), a long/short equity hedge fund investing in commodities and
equities in the energy and basic industry sectors. Before Lawhill Capital, Mr. Murchie was a
Managing Director at Tiger Management, LLC, where his primary responsibility was managing a
portfolio of investments in commodities and related equities. Mr. Murchie was also a Principal at
Sanford C. Bernstein. He began his career at British Petroleum, PLC. Mr. Murchie holds a BA from
Rice University and an MA from Harvard University. Eva Pao is a Principal of Energy Income
Partners and is co-portfolio manager for all its funds. She has been with EIP since inception in 2003.
From 2005 to mid-2006, Ms. Pao joined Pequot Capital Management during EIP's affiliation with
Pequot. Prior to Harvard Business School, Ms. Pao was a Manager at Enron Corp where she
managed a portfolio in Canadian oil and gas equities for Enron's internal hedge fund that specialized
in energy-related equities and managed a natural gas trading book. Ms. Pao holds degrees from Rice
University and Harvard Business School. Linda Longville is the Research Director and a Principal
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of Energy Income Partners. Ms. Longville has been with Energy Income Partners since its inception
in 2003, including the time the Energy Income Partners investment team spent at Pequot Capital
between December 2004 and July 2006. From April 2001 through September 2003, she was a
research analyst for Lawhill Capital. Prior to Lawhill Capital, Ms. Longville held positions in
finance and business development at British Petroleum, PLC and Advanced Satellite
Communications, Inc. She has a BAS from Miami University (Ohio) and an MA from Case Western
Reserve University. Saul Ballesteros is the Head of Trading and a Principal of Energy Income
Partners. Mr. Ballesteros joined Energy Income Partners in 2006 after six years as a proprietary
trader at FPL Group and Mirant Corp. From 1994 through 1999, he was with Enron's internal hedge
fund in various positions of increased responsibility, and, from 1991 through 1994, Mr. Ballesteros
was a manager of financial planning at IBM. Mr. Ballesteros holds a BS from Duke University and
an MBA from Northwestern University. - 51 - For additional information concerning Energy
Income Partners, including a description of the services provided and additional information about
the Fund's portfolio managers, including the portfolio managers' compensation, other accounts
managed by the portfolio managers and the portfolio managers' ownership of Fund shares, see
"Sub-Advisor" in the SAI. INVESTMENT MANAGEMENT AGREEMENT Pursuant to an
investment management agreement (the "Investment Management Agreement") between First Trust
Advisors and the Fund, the Fund has agreed to pay for the services and facilities provided by First
Trust Advisors an annual management fee, payable on a monthly basis, equal to 1.00% of the Fund's
Managed Assets. For purposes of calculation of the management fee, the Fund's "Managed Assets"
means the average daily gross asset value of the Fund (which includes assets attributable to the
Fund's Preferred Shares, if any, and the principal amount of Borrowings), minus the sum of the
Fund's accrued and unpaid dividends on any outstanding Preferred Shares and accrued liabilities
(other than the principal amount of any Borrowings incurred and the liquidation preference of any
outstanding Preferred Shares). In addition to the management fee of First Trust Advisors, the Fund
pays all other costs and expenses of its operations, including compensation of its trustees (other than
those affiliated with First Trust Advisors), custodian, transfer agency, administrative, accounting
and dividend disbursing expenses, legal fees, leverage expenses, expenses of independent auditors,
expenses of repurchasing shares, expenses of preparing, printing and distributing shareholder
reports, notices, proxy statements and reports to governmental agencies, and taxes, if any. The
Sub-Advisor receives a portfolio management fee equal to 0.50% of the Fund's Managed Assets.
The Sub-Advisor's fee is paid by the Advisor out of the Advisor's management fee. Because the fee
paid to the Advisor (and by the Advisor to the Sub-Advisor) will be calculated on the basis of the
Fund's Managed Assets, which include the proceeds of leverage, the dollar amount of the Advisor's
fees from the Fund (and Sub-Advisor's fees from the Advisor) will be higher (and the Advisor and
Sub-Advisor will be benefited to that extent) when leverage is utilized. In this regard, if the Fund
uses leverage in the amount equal to 24% of the Fund's Managed Assets (after their issuance), the
Fund's management fee would be 1.31% of net assets attributable to common shares. See "Summary
of Fund Expenses." NET ASSET VALUE The Fund determines the net asset value of its common
shares daily as of the close of regular session trading on the NYSE (normally 4:00 p.m. eastern
time). Net asset value is computed by dividing the value of all assets of the Fund (including option
premiums, accrued interest and dividends), less all Fund liabilities (including accrued expenses,
dividends payable, current and deferred income taxes, any borrowings of the Fund and the market
value of written call options) and the liquidation value of any outstanding Preferred Shares, by the
total number of shares outstanding. The Fund will rely to some extent on information provided by
the MLPs, which is usually not timely, to estimate taxable income allocable to the MLP units held in
the Fund's portfolio and to estimate the associated deferred tax liability. From time to time the Fund
will modify its estimates and/or assumptions regarding its deferred tax liability as new information
becomes available. To the extent the Fund modifies its estimates and/ or assumptions, the net asset
value of the Fund would likely fluctuate. For purposes of determining the net asset value of the
Fund, readily marketable portfolio securities listed on any exchange other than The Nasdaq Stock
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Market are valued, except as indicated below, at the last sale price on the business day as of which
such value is being determined. If there has been no sale on such day, the securities are valued at the
mean of the most recent bid and asked prices on such day. Securities admitted to trade on The
Nasdaq Stock Market are valued at the NASDAQ Official Closing Price as determined by
NASDAQ. Portfolio securities traded on more than one securities exchange are valued at the last
sale price on the business day as of which such value is being determined at the close of the
exchange representing the principal market for such securities. Equity securities traded in the
over-the-counter market, but excluding securities admitted to trading on The Nasdaq Stock Market,
are valued at the closing bid prices. Fixed income securities with a remaining maturity of 60 days or
more will be valued by the Fund using a pricing service. When price quotes are not available, fair
market value is based on prices of comparable securities. Fixed income securities maturing within
60 days are valued by the - 52 - Fund on an amortized cost basis. The value of any portfolio security
held by the Fund for which reliable market quotations are not readily available, including illiquid
securities, or if a valuation is deemed inappropriate, will be determined under procedures adopted by
the Board of Trustees in a manner that reflects fair market value of the security on the valuation
date. Any derivative transaction that the Fund enters into may, depending on the applicable market
environment, have a positive or negative value for purposes of calculating net asset value. Any
option transaction that the Fund enters into may, depending on the applicable market environment,
have no value or a positive value. Exchange traded options and futures contracts are valued at the
closing price in the market where such contracts are principally traded. DISTRIBUTIONS The Fund
intends to make quarterly distributions to common shareholders. Fund distributions will generally
consist of (i) cash or paid-in-kind distributions from MLPs or their affiliates, interest payments
received on debt securities owned by the Fund and dividend or other payments on equity securities
owned by the Fund, less (ii) current or accrued operating expenses of the Fund, including taxes on
Fund taxable income and leverage costs. The Fund anticipates that, due to the tax treatment under
current law of cash distributions made by MLPs in which the Fund will invest, a portion of
distributions the Fund makes to common shareholders may consist of a tax-deferred return of
capital. Distributions to Common Shareholders are recorded on the ex-date and are determined
based on U.S. generally accepted accounting principles, which may differ from their ultimate
characterization for federal income tax purposes. Distributions made from current and accumulated
earnings and profits of the Fund will be taxable to shareholders as dividend income. Distributions
that are in an amount greater than the Fund's current and accumulated earnings and profits will
represent a tax-deferred return of capital to the extent of a shareholder's basis in the Common
Shares, and such distributions will correspondingly increase the realized gain upon the sale of the
Common Shares. Additionally, distributions not paid from current and accumulated earnings and
profits that exceed a shareholder's tax basis in the Common Shares will be taxed as a capital gain.
All realized capital gains, if any, net of applicable taxes, will be retained by the Fund. Unless you
elect to receive cash distributions, your distributions of net investment income will automatically be
reinvested into additional common shares pursuant to the Fund's Dividend Reinvestment Plan.
Distributions by the Fund, whether paid in cash or in additional common shares, will be taken into
account in measuring the performance of the Fund with respect to its investment objective.
DIVIDEND REINVESTMENT PLAN If your common shares are registered directly with the Fund
or if you hold your common shares with a brokerage firm that participates in the Fund's Dividend
Reinvestment Plan, unless you elect to receive cash distributions, all dividends and distributions on
your common shares will be automatically reinvested by the Plan Agent, BNY Mellon Investment
Servicing (US) Inc., as successor to PNC Global Investment Servicing (U.S.) Inc., in additional
common shares under the Dividend Reinvestment Plan (the "Plan"). If you elect to receive cash
distributions, you will receive all distributions in cash paid by check mailed directly to you by BNY
Mellon Investment Servicing (US) Inc., as successor to PNC Global Investment Servicing (U.S.)
Inc., as dividend paying agent. You are automatically enrolled in the Plan when you become a
shareholder of the Fund. As a participant in the Plan, the number of common shares you will receive
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will be determined as follows: (1) If the common shares are trading at or above net asset value at the
time of valuation, the Fund will issue new shares at a price equal to the greater of (i) net asset value
per common share on that date or (ii) 95% of the market price on that date. (2) If common shares are
trading below net asset value at the time of valuation, the Plan Agent will receive the dividend or
distribution in cash and will purchase common shares in the open market, on the NYSE Amex or
elsewhere, for the participants' accounts. It is possible that the market price for the common shares
may increase before the Plan Agent has completed its purchases. Therefore, the average purchase
price per share paid by the Plan Agent may exceed the market price at the time of valuation,
resulting in the purchase of - 53 - fewer shares than if the dividend or distribution had been paid in
common shares issued by the Fund. The Plan Agent will use all dividends and distributions received
in cash to purchase common shares in the open market within 30 days of the valuation date except
where temporary curtailment or suspension of purchases is necessary to comply with federal
securities laws. Interest will not be paid on any uninvested cash payments. You may elect to opt-out
of or withdraw from the Plan at any time by giving written notice to the Plan Agent, or by telephone
at (800) 331-1710, in accordance with such reasonable requirements as the Plan Agent and Fund
may agree upon. If you withdraw or the Plan is terminated, you will receive a certificate for each
whole share in your account under the Plan and you will receive a cash payment for any fraction of
a share in your account. If you wish, the Plan Agent will sell your shares and send you the proceeds,
minus brokerage commissions. The Plan Agent maintains all shareholders' accounts in the Plan and
gives written confirmation of all transactions in the accounts, including information you may need
for tax records. Common shares in your account will be held by the Plan Agent in non-certificated
form. The Plan Agent will forward to each participant any proxy solicitation material and will vote
any shares so held only in accordance with proxies returned to the Fund. Any proxy you receive will
include all common shares you have received under the Plan. There is no brokerage charge for
reinvestment of your dividends or distributions in common shares. However, all participants will
pay a pro rata share of brokerage commissions incurred by the Plan Agent when it makes open
market purchases. Automatically reinvesting dividends and distributions does not mean that you do
not have to pay income taxes due upon receiving dividends and distributions. See "Tax Matters." If
you hold your common shares with a brokerage firm that does not participate in the Plan, you will
not be able to participate in the Plan and any dividend reinvestment may be effected on different
terms than those described above. Consult your financial advisor for more information. The Fund
reserves the right to amend or terminate the Plan if in the judgment of the Board of Trustees the
change is warranted. There is no direct service charge to participants in the Plan; however, the Fund
reserves the right to amend the Plan to include a service charge payable by the participants.
Additional information about the Plan may be obtained from PNC Global Investment Servicing
(U.S.) Inc., 301 Bellevue Parkway, Wilmington, Delaware 19809. PLAN OF DISTRIBUTION The
Fund may sell the Common Shares being offered under this prospectus in any one or more of the
following ways: o directly to purchasers; o through agents; o to or through underwriters; or o
through dealers. The Fund may distribute the Common Shares from time to time in one or more
transactions at: o a fixed price or prices, which may be changed; o market prices prevailing at the
time of sale; o prices related to prevailing market prices; or o negotiated prices. The Fund may
directly solicit offers to purchase Common Shares, or the Fund may designate agents to solicit such
offers. The Fund will, in a prospectus supplement relating to such offering, name any agent that
could be viewed as an underwriter under the Securities Act of 1933 and describe any commissions
the Fund must pay. Any such agent will be acting on a best efforts basis for the period of its
appointment or, if indicated in the applicable prospectus supplement or other offering materials, on a
firm commitment basis. Agents, dealers and underwriters may be customers of, engage in
transactions with, or perform services for the Fund in the ordinary course of business. If any
underwriters or agents are utilized in the sale of Common Shares in respect of which this prospectus
is delivered, the Fund will enter into an - 54 - underwriting agreement or other agreement with them
at the time of sale to them, and the Fund will set forth in the prospectus supplement relating to such
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offering their names and the terms of the Fund's agreement with them. If a dealer is utilized in the
sale of Common Shares in respect of which this prospectus is delivered, the Fund will sell such
Common Shares to the dealer, as principal. The dealer may then resell such Common Shares to the
public at varying prices to be determined by such dealer at the time of resale. The Fund may engage
in at-the-market offerings to or through a market maker or into an existing trading market, on an
exchange or otherwise, in accordance with Rule 415(a)(4). An at-the-market offering may be
through an underwriter or underwriters acting as principal or agent for the Fund. Agents,
underwriters and dealers may be entitled under agreements which they may enter into with the Fund
to indemnification by the Fund against certain civil liabilities, including liabilities under the
Securities Act, and may be customers of, engage in transactions with or perform services for the
Fund in the ordinary course of business. In order to facilitate the offering of the Common Shares,
any underwriters may engage in transactions that stabilize, maintain or otherwise affect the price of
the Common Shares or any other Common Shares the prices of which may be used to determine
payments on the Common Shares. Specifically, any underwriters may over-allot in connection with
the offering, creating a short position for their own accounts. In addition, to cover over-allotments or
to stabilize the price of the Common Shares or of any such other Common Shares, the underwriters
may bid for, and purchase, the Common Shares or any such other Common Shares in the open
market. Finally, in any offering of the Common Shares through a syndicate of underwriters, the
underwriting syndicate may reclaim selling concessions allowed to an underwriter or a dealer for
distributing the Common Shares in the offering if the syndicate repurchases previously distributed
Common Shares in transactions to cover syndicate short positions, in stabilization transactions or
otherwise. Any of these activities may stabilize or maintain the market price of the Common Shares
above independent market levels. Any such underwriters are not required to engage in these
activities and may end any of these activities at any time. The Fund may enter into derivative
transactions with third parties, or sell Common Shares not covered by this prospectus to third parties
in privately negotiated transactions. If the applicable prospectus supplement indicates, in connection
with those derivatives, the third parties may sell Common Shares covered by this prospectus and the
applicable prospectus supplement or other offering materials, including in short sale transactions. If
so, the third parties may use Common Shares pledged by the Fund or borrowed from the Fund or
others to settle those sales or to close out any related open borrowings of stock, and may use
Common Shares received from the Fund in settlement of those derivatives to close out any related
open borrowings of stock. The third parties in such sale transactions will be underwriters and, if not
identified in this prospectus, will be identified in the applicable prospectus supplement or other
offering materials (or a post-effective amendment). The Fund or one of the Fund's affiliates may
loan or pledge Common Shares to a financial institution or other third party that in turn may sell the
Common Shares using this prospectus. Such financial institution or third party may transfer its short
position to investors in our Common Shares or in connection with a simultaneous offering of other
Common Shares offered by this prospectus or otherwise. The maximum commission or discount to
be received by any member of the Financial Industry Regulatory Authority will not be greater than
eight percent of the initial gross proceeds from the sale of any security being sold. Any underwriter,
agent or dealer utilized in the initial offering of Common Shares will not confirm sales to accounts
over which it exercises discretionary authority without the prior specific written approval of its
customer. DESCRIPTION OF SHARES COMMON SHARES The Declaration of Trust authorizes
the issuance of an unlimited number of common shares. The Common Shares being offered in this
offering have a par value of $0.01 per share and, subject to the rights of holders of Preferred Shares,
if any, have equal rights to the payment of dividends and the distribution of assets upon liquidation.
As of February 28, 2011, the Fund had 11,244,133 common shares outstanding. The Common
Shares being offered by this prospectus will, when issued, be fully paid and, subject to matters
discussed in "Certain Provisions in the Declaration of Trust and By-Laws," non-assessable, and
currently have no preemptive or conversion rights (except as may otherwise be determined by the
Trustees in their sole discretion) or rights to cumulative voting. - 55 - The Fund's currently
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outstanding common shares are, and the Common Shares offered in this prospectus will be, subject
to notice of issuance, listed on the NYSE Amex (formerly the American Stock Exchange) under the
trading or "ticker" symbol "FEN." Section 23(b) of the 1940 Act, in relevant part, provides that a
registered closed-end fund may not sell any of its common stock at a price below the current net
asset value of such stock, exclusive of any distribution commission or discount, except with the
consent of a majority of its common stockholders, or under certain other circumstances. At a special
meeting of shareholders of the Fund held on January 8, 2008, the Fund obtained authority from its
shareholders to issue and sell common shares at a net price less than its then-current net asset value
per share, subject to the following conditions: o The per share offering price, before the deduction of
underwriting fees, commissions and offering expenses, will not be less than the net asset value per
share of the Fund's common shares, as determined at any time within two business days prior to the
pricing of the common shares to be sold in the offering. o Immediately following each offering of
such common shares, after deducting underwriting fees, commissions and offering expenses, the net
asset value per share of the Fund's common shares, as determined at any time within two business
days prior to the pricing of the common shares to be sold, would not have been diluted by greater
than a total of 1% of the net asset value per share of all of the Fund's outstanding common shares.
The Fund will not be subject to a maximum number of common shares that can be sold or a defined
minimum sales price per share in any offering so long as for each offering the number of common
shares offered and the price at which such common shares are sold together would not result in
dilution of the net asset value per share of the Fund's common shares in excess of the 1% limitation
described above. o A majority of the Independent Trustees makes a determination, based on
information and a recommendation from the Advisor, that they reasonably expect that the
investments to be made with the net proceeds of such issuance will lead to a long-term increase in
the Fund's net asset value or a long-term increase in the level of the Fund's distributions to
shareholders. In connection with any sale of Common Shares below net asset value as described
above, the Advisor and Sub-Advisor have committed to waive a portion of their investment advisory
fees and sub-advisory fees following any such offering of Common Shares in the following manner:
o the Advisor and Sub-Advisor will waive all investment advisory fees and sub-advisory fees with
respect to the Fund's assets attributable to such newly issued Common Shares (including any assets
attributable to associated financial leverage) for the first three-month period following any offering
of Common Shares; and o the Advisor and Sub-Advisor will waive 50% of investment advisory fees
and sub-advisory fees with respect to the Fund's assets attributable to such newly issued Common
Shares (including such assets attributable to associated financial leverage) for the second
three-month period following such offering of Common Shares. See "Management of the Fund --
Investment Management Agreement" for a description of the investment advisory and sub-advisory
fees payable to the Advisor and the Sub-Advisor. The Fund will not issue and sell Common Shares
at a price less than its then-current net asset value per share in accordance with the above conditions
unless set forth in a prospectus supplement to this prospectus. Unlike open-end funds, closed-end
funds like the Fund do not continuously offer shares and do not provide daily redemptions. Rather,
if a shareholder determines to buy additional common shares or sell shares already held, the
shareholder may conveniently do so by trading on the exchange through a broker or otherwise.
Shares of closed-end investment companies may frequently trade on an exchange at prices lower
than net asset value. Shares of closed-end investment companies like the Fund have during some
periods traded at prices higher than net asset value and during other periods have traded at prices
lower than net asset value. Because the market value of the common shares may be influenced by
such factors as dividend levels (which are in turn affected by expenses), dividend stability, portfolio
credit quality, net asset value, relative demand for and supply of such shares in the market, general
market and - 56 - economic conditions, and other factors beyond the control of the Fund, the Fund
cannot assure you that the common shares will trade at a price equal to or higher than net asset value
in the future. The common shares are designed primarily for long-term investors, and investors in
the common shares should not view the Fund as a vehicle for trading purposes. See "Structure of the
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Fund; Common Share Repurchases and Change in Fund Structure." PREFERRED SHARES The
Declaration of Trust provides that the Fund's Board of Trustees may authorize and issue Preferred
Shares with rights as determined by the Board of Trustees, by action of the Board of Trustees
without the approval of the holders of the common shareholders. Holders of common shares have no
preemptive right to purchase any Preferred Shares that might be issued. The Fund may elect to issue
Preferred Shares as part of its leverage strategy. The Board of Trustees also reserves the right to
issue Preferred Shares to the extent permitted by the 1940 Act, which currently limits the aggregate
liquidation preference of all outstanding Preferred Shares to 50% of the value of the Fund's
Managed Assets less liabilities and indebtedness of the Fund. The Fund cannot assure you, however,
that any Preferred Shares will be issued. Although the terms of any Preferred Shares, including
dividend rate, liquidation preference and redemption provisions, will be determined by the Board of
Trustees, subject to applicable law and the Declaration of Trust, it is likely that the Preferred Shares
will be structured to carry a relatively short-term dividend rate reflecting interest rates on short-term
bonds, by providing for the periodic redetermination of the dividend rate at relatively short intervals
through an auction, remarketing or other procedure. The Fund also believes that it is likely that the
liquidation preference, voting rights and redemption provisions of the Preferred Shares will be
similar to those stated below. Liquidation Preference. In the event of any voluntary or involuntary
liquidation, dissolution or winding up of the Fund, the holders of Preferred Shares will be entitled to
receive a preferential liquidating distribution, which is expected to equal the original purchase price
per Preferred Share plus accrued and unpaid dividends, whether or not declared, before any
distribution of assets is made to holders of common shares. After payment of the full amount of the
liquidating distribution to which they are entitled, the holders of Preferred Shares will not be entitled
to any further participation in any distribution of assets by the Fund. Voting Rights. The 1940 Act
requires that the holders of any Preferred Shares, voting separately as a single class, have the right to
elect at least two trustees at all times. The remaining trustees will be elected by holders of common
shares and Preferred Shares, voting together as a single class. In addition, subject to the prior rights,
if any, of the holders of any other class of senior securities outstanding, the holders of any Preferred
Shares have the right to elect a majority of the trustees of the Fund at any time two years' dividends
on any Preferred Shares are unpaid. The 1940 Act also requires that, in addition to any approval by
shareholders that might otherwise be required, the approval of the holders of a majority of any
outstanding Preferred Shares, voting separately as a class, would be required to (1) adopt any plan of
reorganization that would adversely affect the Preferred Shares, and (2) take any action requiring a
vote of security holders under Section 13(a) of the 1940 Act, including, among other things, changes
in the Fund's subclassification as a closed-end investment company or changes in its fundamental
investment restrictions. See "Certain Provisions in the Declaration of Trust and By-Laws." As a
result of these voting rights, the Fund's ability to take any such actions may be impeded to the extent
that there are any Preferred Shares outstanding. The Board of Trustees presently intends that, except
as otherwise indicated in this prospectus and except as otherwise required by applicable law, holders
of Preferred Shares will have equal voting rights with holders of common shares (one vote per
share, unless otherwise required by the 1940 Act) and will vote together with holders of common
shares as a single class. The affirmative vote of the holders of a majority of the outstanding
Preferred Shares, voting as a separate class, will be required to amend, alter or repeal any of the
preferences, rights or powers of holders of Preferred Shares so as to affect materially and adversely
such preferences, rights or powers, or to increase or decrease the authorized number of Preferred
Shares. The class vote of holders of Preferred Shares described above will in each case be in
addition to any other vote required to authorize the action in question. Redemption, Purchase and
Sale of Preferred Shares by the Fund. The terms of any Preferred Shares issued are expected to
provide that (1) they are redeemable by the Fund in whole or in part at the original purchase price
per share plus accrued dividends per share, (2) the Fund may tender for or purchase Preferred Shares
and (3) the Fund may subsequently resell any shares so tendered for or - 57 - purchased. Any
redemption or purchase of Preferred Shares by the Fund will reduce the leverage applicable to the
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common shares, while any resale of shares by the Fund will increase that leverage. The discussion
above describes the possible offering of Preferred Shares by the Fund. If the Board of Trustees
determines to proceed with such an offering, the terms of the Preferred Shares may be the same as,
or different from, the terms described above, subject to applicable law and the Fund's Declaration of
Trust. The Board of Trustees, without the approval of the holders of common shares, may authorize
an offering of Preferred Shares or may determine not to authorize such an offering, and may fix the
terms of the Preferred Shares to be offered. DESCRIPTION OF BORROWINGS The Fund's
Declaration of Trust authorizes the Fund, without prior approval of the common shareholders, to
borrow money. In this connection, the Fund may issue notes or other evidence of indebtedness
(including bank borrowings or commercial paper) and may secure any such borrowings by
mortgaging, pledging or otherwise subjecting as security the Fund's assets. In connection with such
borrowing, the Fund may be required to maintain minimum average balances with the lender or to
pay a commitment or other fee to maintain a line of credit. Any such requirements will increase the
cost of borrowing over the stated interest rate. Under the requirements of the 1940 Act, the Fund,
immediately after any such borrowings, must have an "asset coverage" of at least 300% (331/3% of
Managed Assets after borrowings). With respect to such borrowing, asset coverage means the ratio
which the value of the Managed Assets of the Fund, less all liabilities and indebtedness not
represented by senior securities (as defined in the 1940 Act), bears to the aggregate amount of such
borrowing represented by senior securities issued by the Fund. The rights of lenders to the Fund to
receive interest on and repayment of principal of any such borrowings will be senior to those of the
common shareholders, and the terms of any such borrowings may contain provisions which limit
certain activities of the Fund, including the payment of dividends to common shareholders in certain
circumstances. Further, the 1940 Act does (in certain circumstances) grant to the lenders to the Fund
certain voting rights in the event of default in the payment of interest on or repayment of principal.
In the event that the Fund elects to be treated as a regulated investment company, and that such
provisions would impair the Fund's status as a regulated investment company under the Internal
Revenue Code, the Fund, subject to its ability to liquidate its relatively illiquid portfolio, intends to
repay the borrowings. Any borrowing will likely be ranked equal to all other existing and future
borrowings of the Fund. Certain types of borrowings may result in the Fund being subject to
covenants in credit agreements relating to asset coverage and portfolio composition requirements.
The Fund may be subject to certain restrictions on investments imposed by guidelines of one or
more rating agencies, which may issue ratings for the short-term corporate debt securities or
Preferred Shares issued by the Fund. These guidelines may impose asset coverage or portfolio
composition requirements that are more stringent than those imposed by the 1940 Act. It is not
anticipated that these covenants or guidelines will impede the Sub-Advisor from managing the
Fund's portfolio in accordance with the Fund's investment objective and policies. The Commitment
Facility can be used by the Fund for general corporate purposes, including for financing a portion of
the Fund's investments. The Commitment Facility is secured by a first priority perfected security
interest in the assets of the Fund. In addition, the loan documents under the Commitment Facility
restrict the Fund's ability to change its investment advisor, sub-advisor or custodian, amend its
fundamental investment policies or investment objective, or take on additional indebtedness without
prior consent from the provider of the Commitment Facility. CERTAIN PROVISIONS IN THE
DECLARATION OF TRUST AND BY-LAWS Under Massachusetts law, shareholders could, in
certain circumstances, be held personally liable for the obligations of the Fund. However, the
Declaration of Trust contains an express disclaimer of shareholder liability for debts or obligations
of the Fund and requires that notice of such limited liability be given in each agreement, obligation
or instrument entered into or executed by the Fund or the Board of Trustees. The Declaration of
Trust further provides for indemnification out of the assets and property of the Fund for all loss and
expense of any shareholder of the Fund. Thus, the risk of a shareholder incurring financial loss on
account of shareholder liability is limited to circumstances in which the Fund would be unable to
meet its obligations. The Fund believes that the likelihood of such circumstances is remote. - 58 -
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The Declaration of Trust and By-Laws include provisions that could limit the ability of other entities
or persons to acquire control of the Fund or to convert the Fund to open-end status. The number of
trustees is currently five, but by action of two-thirds of the trustees, the Board of Trustees may from
time to time be increased or decreased. The Board of Trustees is divided into three classes of
trustees serving staggered three-year terms, with the terms of one class expiring at each annual
meeting of shareholders. If the Fund issues Preferred Shares, the Fund may establish a separate class
for the trustees elected by the holders of the Preferred Shares. Subject to applicable provisions of the
1940 Act, vacancies on the Board of Trustees may be filled by a majority action of the remaining
trustees. Such provisions may work to delay a change in the majority of the Board of Trustees. The
provisions of the Declaration of Trust relating to the election and removal of trustees may be
amended only by a vote of two-thirds of the trustees then in office. Generally, the Declaration of
Trust requires a vote by holders of at least two-thirds of the common shares and Preferred Shares, if
any, voting together as a single class, except as described below and in the Declaration of Trust, to
authorize: (1) a conversion of the Fund from a closed-end to an open-end investment company; (2) a
merger or consolidation of the Fund with any corporation, association, trust or other organization,
including a series or class of such other organization (subject to a limited exception if the acquiring
fund is not an operating entity immediately prior to the transaction); (3) a sale, lease or exchange of
all or substantially all of the Fund's assets (other than in the regular course of the Fund's investment
activities, in connection with the termination of the Fund, and other limited circumstances set forth
in the Declaration of Trust); (4) in certain circumstances, a termination of the Fund; (5) a removal of
trustees by common shareholders; or (6) certain transactions in which a Principal Shareholder (as
defined in the Declaration of Trust) is a party to the transaction. However, with respect to (1) above,
if there are Preferred Shares outstanding, the affirmative vote of the holders of two-thirds of the
Preferred Shares voting as a separate class shall also be required. With respect to (2) above, except
as otherwise may be required, if the transaction constitutes a plan of reorganization which adversely
affects Preferred Shares, if any, then an affirmative vote of two-thirds of the Preferred Shares voting
together as a separate class is required as well. With respect to (1) through (3), if such transaction
has already been authorized by the affirmative vote of two-thirds of the trustees, then the affirmative
vote of the majority of the outstanding voting securities, as defined in the 1940 Act (a "Majority
Shareholder Vote"), is required, provided that when only a particular class is affected (or, in the case
of removing a trustee, when the trustee has been elected by only one class), only the required vote of
the particular class will be required. Such affirmative vote or consent shall be in addition to the vote
or consent of the holders of the Fund's shares otherwise required by law or any agreement between
the Fund and any national securities exchange. Approval of Fund shareholders is not required,
however, for any transaction, whether deemed a merger, consolidation, reorganization, exchange of
shares or otherwise whereby the Fund issues shares in connection with the acquisition of assets
(including those subject to liabilities) from any other investment company or similar entity. None of
the foregoing provisions in the Declaration of Trust may be amended except by the vote of at least
two-thirds of the common shares and Preferred Shares, if any, outstanding and entitled to vote. Only
the Board of Trustees my amend the By-Laws. See the SAI under "Certain Provisions in the
Declaration of Trust and By-Laws." The provisions of the Declaration of Trust and By-Laws
described above could have the effect of depriving the common shareholders of opportunities to sell
their common shares at a premium over the then current market price of the common shares by
discouraging a third party from seeking to obtain control of the Fund in a tender offer or similar
transaction. The overall effect of these provisions is to render more difficult the accomplishment of
a merger or the assumption of control by a third party. They provide, however, the advantage of
potentially requiring persons seeking control of the Fund to negotiate with its management
regarding the price to be paid and facilitating the continuity of the Fund's investment objective and
policies. The Board of Trustees of the Fund has considered the foregoing anti-takeover provisions
and concluded that they are in the best interests of the Fund and its common shareholders. Reference
should be made to the Declaration of Trust on file with the SEC for the full text of these provisions.
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STRUCTURE OF THE FUND; COMMON SHARE REPURCHASES AND CHANGE IN FUND
STRUCTURE \ CLOSED-END STRUCTURE Closed-end funds differ from open-end management
investment companies (commonly referred to as mutual funds) in that closed-end funds generally
list their shares for trading on a securities exchange and do not redeem their shares at the option of
the shareholder. By comparison, mutual funds issue securities redeemable at net asset value at the
option of the shareholder and typically engage in a continuous offering of their shares. Mutual funds
are subject to continuous asset in-flows and out-flows that can complicate portfolio management,
whereas closed-end funds generally can stay more fully invested in - 59 - securities consistent with
the closed-end fund's investment objective and policies. In addition, in comparison to open-end
funds, closed-end funds have greater flexibility in their ability to make certain types of investments,
including investments in illiquid securities. However, shares of closed-end investment companies
listed for trading on a securities exchange frequently trade at a discount from net asset value, but in
some cases trade at a premium. The market price may be affected by trading volume of the shares,
general market and economic conditions and other factors beyond the control of the closed-end
fund. The foregoing factors may result in the market price of the common shares being greater than,
less than or equal to net asset value. The Board of Trustees has reviewed the structure of the Fund in
light of its investment objective and policies and has determined that the closed-end structure is in
the best interests of the shareholders. As described below, however, the Board of Trustees will
review periodically the trading range and activity of the Fund's shares with respect to its net asset
value and the Board may take certain actions to seek to reduce or eliminate any such discount. Such
actions may include open market repurchases or tender offers for the common shares at net asset
value or the possible conversion of the Fund to an open-end fund. There can be no assurance that the
Board will decide to undertake any of these actions or that, if undertaken, such actions would result
in the common shares trading at a price equal to or close to net asset value per common share. In
addition, as noted above, the Board of Trustees determined in connection with the initial offering of
common shares of the Fund that the closed-end structure is desirable, given the Fund's investment
objective and policies. Investors should assume, therefore, that it is highly unlikely that the Board of
Trustees would vote to convert the Fund to an open-end investment company. REPURCHASE OF
COMMON SHARES AND TENDER OFFERS In recognition of the possibility that the common
shares might trade at a discount to net asset value and that any such discount may not be in the
interest of shareholders, the Fund's Board of Trustees, in consultation with the Advisor,
Sub-Advisor and the corporate finance services and consulting agent that the Advisor has retained,
from time to time will review possible actions to reduce any such discount. The Board of Trustees of
the Fund will consider from time to time open market repurchases of and/or tender offers for
common shares to seek to reduce any market discount from net asset value that may develop. In
connection with its consideration from time to time of open-end repurchases of and/or tender offers
for common shares, the Board of Trustees of the Fund will consider whether to commence a tender
offer or share-repurchase program at the first quarterly board meeting following a calendar year in
which the Fund's common shares have traded at an average weekly discount from net asset value of
more than 10% in the last 12 weeks of that calendar year. After any consideration of potential
actions to seek to reduce any significant market discount, the Board may, subject to its fiduciary
obligations and compliance with applicable state and federal laws, authorize the commencement of a
share-repurchase program or tender offer. The size and timing of any such share repurchase program
or tender offer will be determined by the Board of Trustees in light of the market discount of the
common shares, trading volume of the common shares, information presented to the Board of
Trustees regarding the potential impact of any such share repurchase program or tender offer, and
general market and economic conditions. There can be no assurance that the Fund will in fact effect
repurchases of or tender offers for any of its common shares. The Fund may, subject to its
investment limitation with respect to borrowings and limitations on seniority within the Fund's
capital structure if the Fund has other borrowings outstanding at such time, incur debt to finance
such repurchases or a tender offer or for other valid purposes. Interest on any such borrowings
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would increase the Fund's expenses and reduce the Fund's net income. There can be no assurance
that repurchases of common shares or tender offers, if any, will cause the common shares to trade at
a price equal to or in excess of their net asset value. Nevertheless, the possibility that a portion of the
Fund's outstanding common shares may be the subject of repurchases or tender offers may reduce
the spread between market price and net asset value that might otherwise exist. In the opinion of the
Fund, sellers may be less inclined to accept a significant discount in the sale of their common shares
if they have a reasonable expectation of being able to receive a price of net asset value for a portion
of their common shares in conjunction with an announced repurchase program or tender offer for
the common shares. Although the Board of Trustees believes that repurchases or tender offers
generally would have a favorable effect on the market price of the common shares, the acquisition
of common shares by the Fund will decrease the Managed Assets of the Fund and therefore will
have the effect of increasing the Fund's expense ratio and decreasing the asset coverage with respect
to any Preferred Shares outstanding. Because of the nature of the Fund's investment objective,
policies and portfolio, the Advisor and the Sub-Advisor do not anticipate that repurchases of
common shares or tender offers should interfere with the ability of the Fund to manage its
investments in order to seek its investment objective, and does not anticipate any material difficulty
in borrowing money or disposing - 60 - of portfolio securities to consummate repurchases of or
tender offers for common shares, although no assurance can be given that this will be the case.
CONVERSION TO OPEN-END FUND The Fund may be converted to an open-end investment
company at any time if approved by the holders of two-thirds of the Fund's common shares
outstanding and entitled to vote; provided, however, that such vote shall be by Majority Shareholder
Vote if the action in question was previously approved by the affirmative vote of two-thirds of the
Trustees. Such affirmative vote or consent shall be in addition to the vote or consent of the holders
of the shares otherwise required by law or any agreement between the Fund and any national
securities exchange. In the event of conversion, the common shares would cease to be listed on the
NYSE Amex or other national securities exchange or market system. Any Preferred Shares would
need to be redeemed and any Borrowings may need to be repaid upon conversion to an open-end
investment company. Additionally, the 1940 Act imposes limitations on open-end funds'
investments in illiquid securities, which could restrict the Fund's ability to invest in certain securities
discussed in this prospectus to the extent discussed herein. Such limitations could adversely affect
distributions to Fund common shareholders in the event of conversion to an open-end fund. The
Board of Trustees believes, however, that the closed-end structure is desirable, given the Fund's
investment objective and policies. Investors should assume, therefore, that it is unlikely that the
Board of Trustees would vote to convert the Fund to an open-end investment company.
Shareholders of an open-end investment company may require the company to redeem their shares
at any time (except in certain circumstances as authorized by or under the 1940 Act) at their net
asset value, less such redemption charge, if any, as might be in effect at the time of a redemption.
The Fund would expect to pay all such redemption requests in cash, but intends to reserve the right
to pay redemption requests in a combination of cash or securities. If such partial payment in
securities were made, investors may incur brokerage costs in converting such securities to cash. If
the Fund were converted to an open-end fund, it is likely that new common shares would be sold at
net asset value plus a sales load. TAX MATTERS The following discussion of federal income tax
matters is based on the advice of Chapman and Cutler LLP, counsel to the Fund. MATTERS
ADDRESSED This section and the discussion in the SAI provide a general summary of the material
U.S. federal income tax consequences to the persons who purchase, own and dispose of the common
shares. It does not address all federal income tax consequences that may apply to investment in the
common shares. Unless otherwise indicated, this discussion is limited to taxpayers who are U.S.
persons, as defined herein. The discussion that follows is based on the provisions of the Internal
Revenue Code, on treasury regulations promulgated thereunder as in effect on the date hereof and
on existing judicial and administrative interpretations thereof. These authorities are subject to
change and to differing interpretations, which could apply retroactively. Potential investors should
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consult their own tax advisors in determining the federal, state, local, foreign and any other tax
consequences to them of the purchase, ownership and disposition of the common shares. This
discussion does not address all tax consequences that may be applicable to a U.S. person that is a
beneficial owner of common shares, nor does it address, unless specifically indicated, the tax
consequences to, among others, (i) persons that may be subject to special treatment under U.S.
federal income tax law, including, but not limited to, banks, insurance companies, thrift institutions,
regulated investment companies, real estate investment trusts, tax-exempt organizations and dealers
in securities or currencies, (ii) persons that will hold common shares as part of a position in a
"straddle" or as part of a "hedging," "conversion" or other integrated investment transaction for U.S.
federal income tax purposes, (iii) persons whose functional currency is not the U.S. dollar or (iv)
persons that do not hold common shares as capital assets within the meaning of Section 1221 of the
Internal Revenue Code. For purposes of this discussion, a "U.S. person" is (i) an individual citizen
or resident of the United States, (ii) a corporation or partnership organized in or under the laws of
the United States or any state thereof or the District of Columbia (other than a partnership that is not
treated as a U.S. person under any applicable treasury regulations), (iii) an estate the income of
which is subject to U.S. federal income taxation regardless of its source, or (iv) a trust if a court
within the United States is able to exercise primary supervision over the administration of such trust
and one or more U.S. persons have the authority to control all the substantial decisions of such trust.
- 61 - Notwithstanding clause (iv) above, to the extent provided in regulations, certain trusts in
existence on August 20, 1996 and treated as U.S. persons prior to such date that elect to continue to
be so treated also shall be considered U.S. persons. TAX CHARACTERIZATION OF THE FUND
FOR U.S. FEDERAL INCOME TAX PURPOSES The Fund has elected to be treated as a regular C
corporation for U.S. federal income tax purposes. Thus, the Fund is subject to U.S. corporate
income tax on its U.S. taxable income. Such taxable income would generally include all of the
Fund's net income from the MLPs. The current U.S. federal maximum graduated income tax rate for
corporations is 35%. In addition, the United States also imposes a 20% alternative minimum tax on
the recalculated alternative minimum taxable income of an entity treated as a corporation. Any such
U.S. corporate income tax or alternative minimum tax could materially reduce cash available to
make payments on the common shares. The Fund will also be obligated to pay state income tax on
its taxable income, either because the states follow the federal election or because the states
separately impose a tax on the Fund. The MLPs in which the Fund intends to invest are generally
treated as partnerships for U.S. federal income tax purposes. As a partner in the MLPs, the Fund will
be required to report its allocable share of MLP income, gain, loss, deduction and expense, whether
or not any cash is distributed from the MLPs. The Fund intends to invest in energy MLPs, so the
Fund anticipates that the majority of the Fund's items of income, gain, loss, deduction and expense
will be related to energy ventures. However, some items are likely to relate to the temporary
investment of the Fund's capital, which may be unrelated to energy ventures. Although the Fund
intends to hold the interests in the MLPs for investment, the Fund is likely to sell interests in a
particular MLP from time to time. On any such sale, the Fund will recognize gain or loss based upon
the difference between the consideration received for tax purposes on the sale and the Fund's tax
basis in the interest sold. The consideration received is generally the amount paid by the purchaser
plus any debt of the MLP allocated to the Fund that will shift to the purchaser on the sale. The
Fund's tax basis in an MLP is the amount paid for the interest, decreased for any distributions of
cash received by the Fund in excess of the Fund's allocable share of taxable income and decreased
by the Fund's allocable share of net losses. Thus, although cash in excess of taxable income and net
tax losses may create a temporary economic benefit to the Fund, they will increase the amount of
gain (or decrease the amount of loss) on the sale of an interest in an MLP. No favorable federal
income tax rate applies to long-term capital gains for entities treated as corporations for federal
income tax purposes, such as the Fund. Thus, the Fund will be subject to federal income tax on its
long-term capital gains, like ordinary income, at rates of up to 35%. In calculating the Fund's
alternative minimum taxable income, certain percentage depletion deductions and intangible drilling
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costs may be treated as items of tax preference. Items of tax preference increase alternative
minimum taxable income and increase the likelihood that the Fund may be subject to the alternative
minimum tax. The Fund is not treated as a regulated investment company for federal income tax
purposes. In order to qualify as a regulated investment company, the income and assets of the
company must meet certain minimum threshold tests. Because the Fund invests a substantial portion
of its Managed Assets in MLPs that invest in energy ventures, the Fund does not meet such tests. In
contrast to the tax rules that will apply to the Fund, a regulated investment company generally does
not pay corporate income tax. Thus, the regulated investment company taxation rules have no
application to the Fund or Common Shareholders of the Fund. TAXATION OF THE
SHAREHOLDERS Distributions. The Fund's distributions will be treated as dividends to common
shareholders to the extent of the Fund's current or accumulated earnings and profits as determined
for federal income tax purposes. As discussed in greater detail below, prior to 2013, dividends that
qualify as "qualified dividend income" are generally taxed to individuals at a maximum 15% rate if
certain holding period and other requirements are met by the common shareholder receiving such
dividend. After 2012, individuals will be taxed at ordinary rates on dividend income. The current
maximum rate for individuals on ordinary income is 35%. This rate is scheduled to increase to
39.6% after 2012. Corporations are generally subject to tax on dividends at a maximum 35% rate,
but corporations may be eligible to exclude 70% of the dividends if certain - 62 - holding period
requirements are met. Common shareholders that are not U.S. persons are generally subject to a
30% withholding tax, unless (i) the common shareholder's interest in the Fund is effectively
connected to a U.S. trade or business and the common shareholder provides the Fund with a Form
W8ECI signed under penalties of perjury (in which case, the common shareholder will be subject to
the normal U.S. graduated rates) or (ii) the common shareholder is eligible for the benefits of a U.S.
income tax treaty and provides the Fund with a Form W-8BEN signed under penalties of perjury (in
which case, the common shareholder will be subject to the rate of withholding provided for in the
relevant treaty). In addition, distributions and dispositions of interests in the Fund after December
31, 2012 may be subject to a U.S. withholding tax of 30% in the case of distributions to (i) certain
non-U.S. financial institutions that have not entered into an agreement with the U.S. Treasury to
collect and disclose certain information and (ii) certain other non-U.S. entities that do not provide
certain certifications and information about the entity's U.S. owners. If a Fund distribution exceeds
the Fund's current and accumulated earnings and profits, the distribution will be treated as a
non-taxable adjustment to the basis of the common shares to the extent of such basis, and then as
capital gain to the extent of the excess distribution. Such gain will be long-term capital gain if the
holding period for the common shares is more than one year. Individuals are currently subject to a
maximum tax rate of 15% on long-term capital gains. This rate is currently scheduled to increase to
20% for tax years beginning after December 31, 2012. Corporations are taxed on capital gains at
their ordinary graduated rates. Because unsevered natural resources are viewed as interests in real
property for some purposes of the Internal Revenue Code, depending upon the nature and location
of the MLPs' assets, the Fund could from time to time be classified as a U.S. real property holding
corporation. If the Fund is classified as a U.S. real property holding corporation, dispositions of
interests in the Fund by a non-U.S. common shareholder and distributions in excess of a non-U.S.
common shareholder's basis may be subject to 10% withholding. A corporation's earnings and
profits are generally calculated by making certain adjustments to the corporation's reported taxable
income. Based upon the historic performance of similar MLPs, the Fund anticipates that the
distributed cash from the MLPs in its portfolio will exceed the Fund's earnings and profits. Thus, the
Fund anticipates that only a portion of its distributions will be treated as dividends to its common
shareholders for federal income tax purposes. Special rules apply to the calculation of earnings and
profits for corporations invested in energy ventures. The Fund's earnings and profits will be
calculated using (i) straight-line depreciation rather than a percentage depletion method and (ii)
five-year and ten-year amortization of drilling costs and exploration and development costs,
respectively. Thus, these deductions may be significantly lower for purposes of calculating earnings
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and profits than they are for purposes of calculating taxable income. Because of these differences,
the Fund may make distributions out of earnings and profits, treated as dividends, in years in which
Fund distributions exceed the Fund's taxable income. The maximum federal income tax rate for
individuals on qualified dividend income is currently generally 15% for tax years ending on or
before December 31, 2012, unless such favorable treatment is repealed sooner by new legislation.
The portion of the Fund's distributions treated as a dividend for federal income tax purposes should
be treated as qualified dividend income for federal income tax purposes, subject to certain holding
period and other requirements. This rate of tax on dividends is currently scheduled to increase back
to ordinary income rates after December 31, 2012, with the maximum marginal federal income tax
rate being 39.6% at such time. A common shareholder participating in the Fund's automatic
dividend reinvestment plan will be taxed upon the reinvested amount as if actually received by the
participating common shareholder and the participating common shareholder reinvested such
amount in additional Fund common shares. The Fund will notify common shareholders annually as
to the federal income tax status of Fund distributions to them. Sale of Shares. Upon the sale of
common shares, a common shareholder will generally recognize capital gain or loss measured by
the difference between the amount received on the sale and the common shareholder's tax basis of
common shares sold. As discussed above, such tax basis may be less than the price paid for the
common shares as a result of Fund distributions in excess of the Fund's earnings and profits. Such
capital gain or loss will generally be long-term capital gain or loss, if such common shares were
capital assets held for more than one year. In addition, distributions and dispositions of interests in
the Fund after December 31, 2012 may be subject to a U.S. withholding tax of 30% in - 63 - the case
of distributions to (i) certain non-U.S. financial institutions that have not entered into an agreement
with the U.S. Treasury to collect and disclose certain information and (ii) certain other non-U.S.
entities that do not provide certain certifications and information about the entity's U.S. owners.
Under the "Health Care and Education Reconciliation Act of 2010," income from the Fund may also
be subject to a new 3.8% "Medicare tax" imposed for taxable years beginning after 2012 This tax
will generally apply to the net investment income of a shareholder who is an individual if such
shareholder's adjusted gross income exceeds certain threshold amounts, which are $250,000 in the
case of a married couple filing joint returns and $200,000 in the case of single individuals.
Information Reporting and Withholding. The Fund will be required to report annually to the IRS,
and to each common shareholder, the amount of distributions and consideration paid in redemptions,
and the amount withheld for federal income taxes, if any, for each calendar year, except as to
exempt holders (including certain corporations, tax-exempt organizations, qualified pension and
profit-sharing trusts, and individual retirement accounts). Each common shareholder (other than
common shareholders who are not subject to the reporting requirements without supplying any
documentation) will be required to provide the Fund, under penalties of perjury, an IRS Form W-9,
Form W-8BEN, Form W-8ECI or an equivalent form containing the common shareholder's name,
address, correct federal taxpayer identification number and a statement that the common shareholder
is not subject to backup withholding. Should a non-exempt common shareholder fail to provide the
required certification, backup withholding will apply. The current backup withholding rate for
domestic persons is 28%, but such rate is scheduled to increase to 31% after December 31, 2012. As
mentioned above, non-U.S. persons may be subject to withholding tax at a rate of 30%, if
appropriate documentation demonstrating eligibility for a lower rate is not provided. Backup
withholding is not an additional tax. Any such withholding will be allowed as a credit against the
common shareholder's federal income tax liability provided the required information is furnished to
the IRS. TAX CONSEQUENCES OF CERTAIN INVESTMENTS Federal Income Taxation of
MLPs. MLPs are generally intended to be taxed as partnerships for federal income tax purposes. As
a partnership, an MLP is treated as a pass-through entity for federal income tax purposes. This
means that the federal income items of the MLP, though calculated and determined at the
partnership level, are allocated among the partners in the MLP and are included directly in the
calculation of the taxable income of the partners whether or not cash flow is distributed from the
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MLP. The MLP files an information return, but normally pays no federal income tax. MLPs are
often publicly traded. Publicly traded partnerships are generally treated as corporations for federal
income tax purposes. However, if an MLP satisfies certain income character requirements, the MLP
will generally continue to be treated as partnership for federal income tax purposes. Under these
requirements, an MLP must receive at least 90% of its gross income from certain "qualifying
income" sources. Qualifying income for this purpose generally includes interest, dividends, real
property rents, real property gains, and income and gain from the exploration, development, mining
or production, processing, refining, transportation or marketing of any mineral or natural resource
(including fertilizer, geothermal energy, and timber). As discussed above, the Fund currently invests
in energy MLPs, so the income of the MLPs should qualify as qualifying income. As discussed
above, the tax items of an MLP are allocated through to the partners of the MLP whether or not an
MLP makes any distributions of cash. In part because estimated tax payments are payable quarterly,
partnerships often make quarterly cash distributions. A distribution from a partnership will generally
be treated as a non-taxable adjustment to the basis of the Fund's interest in the partnership to the
extent of such basis, and then as gain to the extent of the excess distribution. The gain will generally
be capital gain, but a variety of rules could potentially recharacterize the gain as ordinary income.
The Fund's initial tax basis is the price paid for the MLP interest plus any debt of the MLP allocated
to the Fund. The tax basis is decreased for distributions and allocations of deductions (such as
percentage depletion) and losses, and increased for capital contributions and allocations of net
income and gains. When interests in a partnership are sold, the difference between (i) the sum of the
sales price and the Fund's share of debt of the partnership that will be allocated to the purchaser and
(ii) the Fund's adjusted tax basis will be taxable gain or loss, as the case may be. - 64 - The Fund
should receive a Form K-1 from each MLP, showing its share of each item of MLP income, gain,
loss, deductions and expense. The Fund will use that information to calculate its taxable income and
its earnings and profits. Because the Fund has elected to be taxed as a corporation, the Fund will
report the tax items of the MLPs and any gain or loss on the sale of interests in the MLPs. The
Fund's common shareholders will be viewed for federal income tax purposes as having income or
loss on their investment in the Fund rather than in the underlying MLPs. Common shareholders will
receive a Form 1099 from the Fund based upon the distributions made (or deemed to have been
made) rather than based upon the income, gain, loss or deductions of the MLPs in which the Fund
invests. Other Investments. The Fund has in the past, and may in the future, attempt to generate
premiums from the sale of call options. These premiums typically will result in short-term capital
gains to the Fund. Transactions involving the disposition of the Fund's underlying securities
(whether pursuant to the exercise of a call option, put option or otherwise) will give rise to capital
gains or losses. Because the Fund does not have control over the exercise of the call options it
writes, such exercises or other required sales of the underlying stocks may cause the Fund to realize
capital gains or losses at inopportune times. Certain of the Fund's investment practices may be
subject to special and complex federal income tax provisions that may, among other things, (i)
disallow, suspend or otherwise limit the allowance of certain losses or deductions, (ii) convert an
ordinary loss or a deduction into a capital loss (the deductibility of which is more limited) or (iii)
cause the Fund to recognize income or gain without a corresponding receipt of cash. The Fund will
monitor its transactions and may make certain tax elections in order to mitigate the effect of these
provisions, if possible. CORPORATE FINANCE SERVICES AND CONSULTING FEE First Trust
Advisors (and not the Fund) has entered into a Corporate Finance Services and Consulting
Agreement with Wells Fargo Advisors, LLC, as successor to A.G. Edwards (the "Consultant"), and
has agreed to pay from its own assets a fee to the Consultant. This fee was payable quarterly at the
annual rate of 0.10% of the Fund's Managed Assets through June 29, 2006 and is payable quarterly
at the annual rate of 0.15% of the Fund's Managed Assets after June 29, 2006 and will be payable
only so long as the Investment Management Agreement remains in effect between the Fund and
First Trust Advisors or any successor in interest or affiliate of First Trust Advisors, as and to the
extent that such Investment Management Agreement is renewed or continued periodically in
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accordance with the 1940 Act. Pursuant to the Corporate Finance Services and Consulting
Agreement, the Consultant will: (i) provide relevant information, studies or reports regarding
closed-end investment companies with similar investment objectives and/or strategies as the Fund as
well as general trends in the closed-end investment company and asset management industries, and
consult with representatives of First Trust Advisors in connection therewith; (ii) at the request of
First Trust Advisors, provide certain economic research and statistical information and reports on
behalf of First Trust Advisors or the Fund and consult with representatives of First Trust Advisors or
the Fund, and/or Trustees of the Fund in connection therewith, which information and reports shall
include: (a) statistical and financial market information with respect to the Fund's market
performance; and (b) comparative information regarding the Fund and other closed-end
management investment companies with respect to (x) the net asset value of their respective shares
(as made publicly available by the Fund and such investment companies), (y) the respective market
performance of the Fund and such other companies, and (z) other relevant performance indicators;
and (iii) provide First Trust Advisors with such other services in connection with the Common
Shares relating to the trading price and market price thereof upon which First Trust Advisors and the
Consultant shall, from time to time, agree, including after-market services designed to maintain the
visibility of the Fund in the market. The incremental additional amounts paid as service fees
applicable to daily assets of the Fund attributable to the common shares initially offered by the Fund
will not exceed 4.461% of the offering price of such common shares. CUSTODIAN,
ADMINISTRATOR AND TRANSFER AGENT The custodian of the assets of the Fund is PFPC
Trust Company ("Custodian"), 8800 Tinicum Boulevard, Philadelphia, Pennsylvania 19153. The
Fund's transfer, shareholder services and dividend paying agent is BNY Mellon Investment
Servicing (US) Inc., as successor to PNC Global Investment Servicing (U.S.) Inc., 301 Bellevue
Parkway, Wilmington, Delaware 19809. Pursuant to an Administration and Accounting Services
Agreement, BNY Mellon Investment Servicing (US) Inc., as successor to PNC Global Investment
Servicing (U.S.) Inc. also provides certain administrative and accounting services to the Fund,
including maintaining the Fund's books of account, records of the Fund's securities transactions, and
certain other books and records; acting as liaison with the Fund's independent registered public
accounting firm providing such independent registered public accounting firm with various
audit-related information with respect to the Fund; and providing other continuous accounting - 65 -
and administrative services. As compensation for accounting and administrative services, the Fund
has agreed to pay BNY Mellon Investment Servicing (US) Inc., as successor to PNC Global
Investment Servicing (U.S.) Inc. an annual fee, calculated daily and payable on a monthly basis, of
0.095% of the Fund's first $200 million of average Managed Assets, subject to decrease with respect
to additional Fund Managed Assets. LEGAL OPINIONS Certain legal matters in connection with
the Common Shares will be passed upon for the Fund by Chapman and Cutler LLP, Chicago,
Illinois. Chapman and Cutler LLP may rely as to certain matters of Massachusetts law on the
opinion of Bingham McCutchen LLP. If certain legal matters in connection with an offering of
Common Shares are passed upon by counsel for the underwriters or sales agent of such offering,
such counsel will be named in a prospectus supplement. - 66 - TABLE OF CONTENTS FOR THE
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ENERGY INCOME AND GROWTH FUND STATEMENT OF ADDITIONAL INFORMATION
The Energy Income and Growth Fund (the "Fund") is a non-diversified closed-end management
investment company which commenced operations in June 2004. This Statement of Additional
Information relates to the offering, on an immediate, continuous or delayed basis, of up to 4,497,650
common shares of beneficial interest in the Fund in one or more offerings (the "Common Shares").
This Statement of Additional Information does not constitute a prospectus, but should be read in
conjunction with the Fund's prospectus dated April 1, 2011 (the "Prospectus") and any related
prospectus supplement. The Fund's currently outstanding common shares are, and the Common
Shares offered by the Prospectus and any prospectus supplement will be, subject to notice of
issuance, listed on the NYSE Amex under the symbol "FEN." This Statement of Additional
Information does not include all information that a prospective investor should consider before
purchasing Common Shares. Investors should obtain and read the Fund's Prospectus and any
prospectus supplement prior to purchasing such shares. A copy of the Fund's Prospectus and any
prospectus supplement may be obtained without charge by calling (800) 988-5891 or on the
Securities and Exchange Commission's web site (http://www.sec.gov). Capitalized terms used but
not defined in this Statement of Additional Information have the meanings ascribed to them in the
Prospectus and any prospectus supplement. This Statement of Additional Information is dated April
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Voting Policy.............B-1 USE OF PROCEEDS The Fund will invest substantially all of the net
proceeds from any sales of Common Shares pursuant to the Prospectus and any prospectus
supplement in accordance with the Fund's investment objective and policies as stated below, to
repay indebtedness or for other general corporate purposes. Pending investment in securities that
meet the Fund's investment objective and policies, the net proceeds of this offering will be invested
in cash or cash equivalents. INVESTMENT OBJECTIVE The Fund's investment objective is to
seek a high level of after-tax total return with an emphasis on current distributions paid to
shareholders. For purposes of the Fund's investment objective, total return includes capital
appreciation of, and all distributions received from, securities in which the Fund invests regardless
of the tax character of the distributions. The Fund seeks to provide its common shareholders with an
efficient vehicle to invest in a portfolio of cash generating securities of energy companies. The Fund
focuses on investing in publicly traded master limited partnerships ("MLPs") and related public
entities in the energy sector which the Fund's sub-advisor, Energy Income Partners, LLC ("Energy
Income Partners" or the "Sub-Advisor"), believes offer opportunities for income and growth. As
used in this Statement of Additional Information, unless the context requires otherwise, MLPs are
MLPs in the energy sector. Due to the tax treatment under current law of cash distributions made by
MLPs to their investors (such as the Fund), the Fund believes that a portion of its income may be tax
deferred, thereby increasing cash available for distribution by the Fund to its shareholders. There
can be no assurance that the Fund's investment objective will be achieved. The Fund's investment
objective is considered fundamental and may not be changed without shareholder approval. The
remainder of the Fund's investment policies, including its investment strategy, are considered
non-fundamental and may be changed by the Board of Trustees without shareholder approval,
provided that shareholders receive at least 60 days prior written notice of any change. The Fund
seeks to achieve its investment objective by investing primarily in securities of MLPs and
MLP-related entities in the energy sector that the Sub-Advisor believes offer attractive distribution
rates and capital appreciation potential. The Fund also may invest in other securities set forth below
if the Sub-Advisor expects to achieve the Fund's objective with such investments. - 1 -
INVESTMENT RESTRICTIONS The Fund has adopted the following non-fundamental policies: o
Under normal market conditions, the Fund invests at least 85% of its Managed Assets (including
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assets obtained through leverage) in securities of energy companies, energy sector MLPs and
MLP-related entities. o Under normal market conditions, the Fund invests at least 65% and up to
100% of its Managed Assets in equity securities of MLPs and MLP-related entities. MLP and
MLP-related entity equity securities currently consist of common units, subordinated units and
I-Shares. The Fund also may invest in equity securities of MLP-related entities, such as general
partners or other affiliates of MLPs. o The Fund may invest up to 35% of its Managed Assets in
unregistered or otherwise restricted securities (including up to 10% of its Managed Assets in
securities issued by private companies). The types of unregistered or otherwise restricted securities
that the Fund may purchase consist of MLP common units, MLP subordinated units and securities
of public and private energy companies. o The Fund may invest up to 25% of its Managed Assets in
debt securities of energy companies, MLPs and MLP-related entities, including below investment
grade securities, which are commonly referred to as "junk bonds." Below investment grade debt
securities will be rated at least B3 by Moody's and at least B- by Standard & Poor's Ratings Group
("S&P") at the time of purchase, or comparably rated by another nationally recognized statistical
rating organization ("NRSRO") or, if unrated, determined to be of comparable quality by the
Sub-Advisor. o The Fund will not invest more than 10% of its Managed Assets in any single issuer.
o The Fund will not engage in short sales, except to the extent the Fund engages in derivative
investments to seek to hedge against interest rate risk in connection with the Fund's use of Financial
Leverage or market risks associated with the Fund's portfolio. o The Fund may invest up to 15% of
its Managed Assets in non-U.S. securities as well as hedge the currency risk of the non-U.S.
securities using derivative instruments. To generate additional income, the Fund writes (or sells)
covered call options on the common stock of energy companies held in the Fund's portfolio. - 2 -
Except as described below, the Fund, as a fundamental policy, may not, without the approval of the
holders of a majority of its outstanding common shares and Preferred Shares, if any, voting together
as a single class, and of the holders of the outstanding Preferred Shares voting as a single class: (1)
Issue senior securities, as defined in the 1940 Act, other than (i) preferred shares which immediately
after issuance will have asset coverage of at least 200%, (ii) indebtedness which immediately after
issuance will have asset coverage of at least 300%, or (iii) the borrowings permitted by investment
restriction (2) set forth below; (2) Borrow money, except as permitted by the 1940 Act; For a further
discussion of the limitations imposed on borrowing by the 1940 Act, please see the section entitled
"Use of Financial Leverage" in the Fund's Prospectus; (3) Act as underwriter of another issuer's
securities, except to the extent that the Fund may be deemed to be an underwriter within the
meaning of the Securities Act of 1933, as amended ("Securities Act"), in connection with the
purchase and sale of portfolio securities; (4) Purchase or sell real estate, but this shall not prevent the
Fund from investing in securities of companies that deal in real estate or are engaged in the real
estate business, including real estate investment trusts, and securities secured by real estate or
interests therein and the Fund may hold and sell real estate or mortgages on real estate acquired
through default, liquidation, or other distributions of an interest in real estate as a result of the Fund's
ownership of such securities; (5) Purchase or sell physical commodities unless acquired as a result
of ownership of securities or other instruments (but this shall not prevent the Fund from purchasing
or selling options, futures contracts, derivative instruments or from investing in securities or other
instruments backed by physical commodities); or (6) Make loans of funds or other assets, other than
by entering into repurchase agreements, lending portfolio securities and through the purchase of
securities in accordance with its investment objective, policies and limitations. The foregoing
fundamental investment policies, together with the investment objective of the Fund, cannot be
changed without approval by holders of a majority of the outstanding voting securities of the Fund,
as defined in the 1940 Act, which includes common shares and Preferred Shares, if any, voting
together as a single class, and of the holders of the outstanding Preferred Shares voting as a single
class. Under the 1940 Act a "majority of the outstanding voting securities" means the vote of: (1)
67% or more of the Fund's shares present at a meeting, if the holders of more than 50% of the Fund's
shares are present or represented by proxy; or (2) more than 50% of the Fund's shares, whichever is
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less. - 3 - INVESTMENT POLICIES AND TECHNIQUES The following information supplements
the discussion of the Fund's investment objective, policies and techniques that are described in the
Fund's Prospectus. Temporary Investments and Defensive Position. During the period where the net
proceeds of this offering of Common Shares, the issuance of Preferred Shares, if any, commercial
paper or notes and/or Borrowings are being invested or during periods in which the Sub-Advisor
determines that it is temporarily unable to follow the Fund's investment strategy or that it is
impractical to do so, the Fund may deviate from its investment strategy and invest all or any portion
of its net assets in cash, cash equivalents or other securities. The Sub-Advisor's determination that it
is temporarily unable to follow the Fund's investment strategy or that it is impracticable to do so
generally will occur only in situations in which a market disruption event has occurred and where
trading in the securities selected through application of the Fund's investment strategy is extremely
limited or absent. In such a case, the Fund may not pursue or achieve its investment objective. Cash
and cash equivalents are defined to include, without limitation, the following: (1) U.S. government
securities, including bills, notes and bonds differing as to maturity and rates of interest that are either
issued or guaranteed by the U.S. Treasury or by U.S. government agencies or instrumentalities. U.S.
government agency securities include securities issued by: (a) the Federal Housing Administration,
Farmers Home Administration, Export-Import Bank of the United States, Small Business
Administration, and the Government National Mortgage Association, whose securities are supported
by the full faith and credit of the United States; (b) the Federal Home Loan Banks, Federal
Intermediate Credit Banks, and the Tennessee Valley Authority, whose securities are supported by
the right of the agency to borrow from the U.S. Treasury; (c) the Federal National Mortgage
Association; and (d) the Student Loan Marketing Association, whose securities are supported only
by its credit. While the U.S. government provides financial support to such U.S.
government-sponsored agencies or instrumentalities, no assurance can be given that it always will
do so since it is not so obligated by law. The U.S. government, its agencies, and instrumentalities do
not guarantee the market value of their securities. Consequently, the value of such securities may
fluctuate. (2) Certificates of deposit issued against funds deposited in a bank or a savings and loan
association. Such certificates are for a definite period of time, earn a specified rate of return, and are
normally negotiable. The issuer of a certificate of deposit agrees to pay the amount deposited plus
interest to the bearer of the certificate on the date specified thereon. Under current Federal Deposit
Insurance Corporation ("FDIC") regulations, the maximum insurance payable as to any one
certificate of deposit is $250,000, therefore, certificates of deposit purchased by the Fund may not
be fully insured. - 4 - (3) Repurchase agreements, which involve purchases of debt securities. At the
time the Fund purchases securities pursuant to a repurchase agreement, it simultaneously agrees to
resell and redeliver such securities to the seller, who also simultaneously agrees to buy back the
securities at a fixed price and time. This assures a predetermined yield for the Fund during its
holding period, since the resale price is always greater than the purchase price and reflects an
agreed-upon market rate. Such actions afford an opportunity for the Fund to invest temporarily
available cash. Pursuant to the Fund's policies and procedures, the Fund may enter into repurchase
agreements only with respect to obligations of the U.S. government, its agencies or
instrumentalities; certificates of deposit; or bankers' acceptances in which the Fund may invest.
Repurchase agreements may be considered loans to the seller, collateralized by the underlying
securities. The risk to the Fund is limited to the ability of the seller to pay the agreed-upon sum on
the repurchase date; in the event of default, the repurchase agreement provides that the Fund is
entitled to sell the underlying collateral. If the seller defaults under a repurchase agreement when the
value of the underlying collateral is less than the repurchase price, the Fund could incur a loss of
both principal and interest. The Sub-Advisor monitors the value of the collateral at the time the
action is entered into and at all times during the term of the repurchase agreement. The Sub-Advisor
does so in an effort to determine that the value of the collateral always equals or exceeds the
agreed-upon repurchase price to be paid to the Fund. If the seller were to be subject to a federal
bankruptcy proceeding, the ability of the Fund to liquidate the collateral could be delayed or
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impaired because of certain provisions of the bankruptcy laws. (4) Commercial paper, which
consists of short-term unsecured promissory notes, including variable rate master demand notes
issued by corporations to finance their current operations. Master demand notes are direct lending
arrangements between the Fund and a corporation. There is no secondary market for such notes.
However, they are redeemable by the Fund at any time. The Sub-Advisor will consider the financial
condition of the corporation (e.g., earning power, cash flow, and other liquidity measures) and will
continuously monitor the corporation's ability to meet all its financial obligations, because the
Fund's liquidity might be impaired if the corporation were unable to pay principal and interest on
demand. Investments in commercial paper will be limited to commercial paper rated in the highest
categories by a nationally recognized statistical rating organization ("NRSRO") and which mature
within one year of the date of purchase or carry a variable or floating rate of interest. (5) The Fund
may invest in bankers' acceptances which are short-term credit instruments used 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 asset
or it may be sold in the secondary market at the going rate of interest for a specific maturity. (6) The
Fund may invest in bank time deposits, which are monies kept on deposit with banks or savings and
loan associations for a stated period of time at a fixed rate of interest. There may be penalties for the
- 5 - early withdrawal of such time deposits, in which case the yields of these investments will be
reduced. (7) The Fund may invest in shares of money market funds in accordance with the
provisions of the 1940 Act. ADDITIONAL INFORMATION ABOUT THE FUND'S
INVESTMENTS AND INVESTMENT RISKS ENERGY COMPANIES For purposes of the Fund's
policy of investing 85% of its Managed Assets (including assets obtained through leverage) in
securities of energy companies, energy sector MLPs and MLP-related entities, an energy company
is one that derives its revenues from transporting, processing, storing, distributing or marketing
natural gas, natural gas liquids ("NGLs"), crude oil, refined petroleum products, coal or electricity,
or exploring, developing, managing or producing such commodities or products, or in supplying
energy-related products and services. Energy sector MLPs are limited partnerships that derive at
least 90% of their income from energy operations. The business of energy sector MLPs is affected
by supply and demand for energy commodities because most MLPs derive revenue and income
based upon the volume of the underlying commodity transported, processed, distributed, and/or
marketed. Specifically, MLPs that provide natural gas services and coal MLPs may be directly
affected by energy commodity prices. Propane MLPs own the underlying energy commodity, and
therefore have direct exposure to energy commodity prices, although the Sub-Advisor seeks high
quality MLPs that are able to mitigate or manage direct margin exposure to commodity prices. The
MLP sector in general could be hurt by market perception that MLPs' performance and valuation are
directly tied to commodity prices. Some energy companies operate as "public utilities" or "local
distribution companies," and therefore are subject to rate regulation by state or federal utility
commissions. However, energy companies may be subject to greater competitive factors than utility
companies, including competitive pricing in the absence of regulated tariff rates, which could cause
a reduction in revenue and which could adversely affect profitability. Most Midstream MLPs with
pipeline assets are subject to government regulation concerning the construction, pricing and
operation of pipelines. In many cases, the rates and tariffs charged by these pipelines are monitored
by the Federal Energy Regulatory Commission ("FERC") or various state regulatory agencies.
Energy MLPs in which the Fund invests generally can be classified as Midstream MLPs, Propane
MLPs and Coal MLPs. Midstream MLP natural gas services include treating, gathering,
compression, processing, transmission and storage of natural gas and the transportation,
fractionation and storage of NGLs (primarily propane, ethane, butane and natural gasoline).
Midstream MLP crude oil services include gathering, transportation, storage and terminalling of
crude oil. Midstream MLP refined petroleum product services include the transportation (usually via
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- 6 - pipelines, barges, rail cars and trucks), storage and terminalling of refined petroleum products
(primarily gasoline, diesel fuel and jet fuel) and other hydrocarbon by-products. Midstream MLPs
also may operate ancillary businesses, including the marketing of the products and logistical
services. Propane MLP services include the distribution of propane to homeowners for space and
water heating and to commercial, industrial and agriculture customers. Propane serves
approximately 3% of the household energy needs in the United States, largely for homes beyond the
geographic reach of natural gas distribution pipelines. Volumes are weather dependent and a
majority of annual cash flow is earned during the winter heating season (October through March).
Coal MLP services include the owning, leasing, managing, production and sale of coal and coal
reserves. Electricity generation is the primary use of coal in the United States. Demand for
electricity and supply of alternative fuels to generators are the primary drivers of coal demand.
MLPs and MLP-related entities typically achieve distribution growth by internal and external
means. MLPs and MLP-related entities achieve growth internally by experiencing higher
commodity volume driven by the economy and population, and through the expansion of existing
operations, including increasing the use of underutilized capacity, pursuing projects that can
leverage and gain synergies with existing assets and pursuing so called "greenfield projects."
External growth is achieved by making accretive acquisitions. MLPs and MLP-related entities are
subject to various federal, state and local environmental laws and health and safety laws as well as
laws and regulations specific to their particular activities. Such laws and regulations address: health
and safety standards for the operation of facilities, transportation systems and the handling of
materials; air and water pollution requirements and standards; solid waste disposal requirements;
land reclamation requirements; and requirements relating to the handling and disposition of
hazardous materials. Energy MLPs and MLP-related entities are directly or indirectly subject to the
costs of compliance with such laws applicable to them, and changes in such laws and regulations
may adversely affect their results of operations. MLPs and MLP-related entities operating interstate
pipelines and storage facilities are subject to substantial regulation by the FERC, which regulates
interstate transportation rates, services and other matters regarding natural gas pipelines including:
the establishment of rates for service; regulation of pipeline storage and liquefied natural gas facility
construction; issuing certificates of need for companies intending to provide energy services or
constructing and operating interstate pipeline and storage facilities; and certain other matters. FERC
also regulates the interstate transportation of crude oil, including: regulation of rates and practices of
oil pipeline companies; establishing equal service conditions to provide shippers with equal access
to pipeline transportation; and establishment of reasonable rates for transporting petroleum and
petroleum products by pipeline. - 7 - Energy sector MLPs and MLP-related entities may be subject
to liability relating to the release of substances into the environment, including liability under
federal "SuperFund" and similar state laws for investigation and remediation of releases and
threatened releases of hazardous materials, as well as liability for injury and property damage for
accidental events, such as explosions or discharges of materials causing personal injury and damage
to property. Such potential liabilities could have a material adverse effect upon the financial
condition and results of operations of energy sector MLPs and MLP-related entities. Energy sector
MLPs and MLP-related entities are subject to numerous business related risks, including:
deterioration of business fundamentals reducing profitability due to development of alternative
energy sources, changing demographics in the markets served, unexpectedly prolonged and
precipitous changes in commodity prices and increased competition which takes market share;
reliance on growth through acquisitions; disruptions in transportation systems; the dependence of
certain MLPs and MLP-related entities upon the energy exploration and development activities of
unrelated third parties; availability of capital for expansion and construction of needed facilities; a
significant decrease in natural gas production due to depressed commodity prices or otherwise; the
inability of MLPs and MLP-related entities to successfully integrate recent or future acquisitions;
and the general level of the economy. The energy industry and particular energy companies may be
adversely affected by possible terrorist attacks, such as the attacks that occurred on September 11,
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2001. It is possible that facilities of energy companies, due to the critical nature of their energy
businesses to the United States, could be direct targets of terrorist attacks or be indirectly affected by
attacks on others. They may have to incur significant additional costs in the future to safeguard their
assets. In addition, changes in the insurance markets after September 11, 2001 may make certain
types of insurance more difficult to obtain or obtainable only at significant additional cost. To the
extent terrorism results in a lower level of economic activity, energy consumption could be
adversely affected, which would reduce revenues and impede growth. Terrorist or war related
disruption of the capital markets could also affect the ability of energy companies to raise needed
capital. MASTER LIMITED PARTNERSHIPS Under normal circumstances the Fund will invest at
least 65% of its Managed Assets in equity securities of energy sector MLPs and MLP-related
entities. An MLP is a limited partnership, the interests in which (known as units) are traded on
securities exchanges or over-the-counter. Organization as a partnership eliminates tax on MLP
qualifying income at the entity level. An MLP has one or more general partners (who may be
individuals, corporations, or other partnerships) which manage the partnership, and limited partners,
which provide capital to the partnership but have no role in its management. Typically, the general
partner is owned by company management or another publicly traded sponsoring corporation. When
an investor buys units in a MLP, he or she becomes a limited partner. - 8 - MLPs are formed in
several ways. A nontraded partnership may decide to go public. Several nontraded partnerships may
roll up into a single MLP. A corporation may spin-off a group of assets or part of its business into a
MLP of which it is the general partner in order to realize the assets' full value on the marketplace by
selling the assets and using the cash proceeds received from the MLP to address debt obligations or
to invest in higher growth opportunities, while retaining control of the MLP. A corporation may
fully convert to a MLP, although since 1986 the tax consequences have made this an unappealing
option for most corporations. Also, a newly formed company may operate as a MLP from its
inception. The sponsor or general partner of an MLP, other energy companies, and utilities may sell
assets to MLPs in order to generate cash to fund expansion projects or repay debt. The MLP
structure essentially transfers cash flows generated from these acquired assets directly to MLP
limited partner unit holders. In the case of an MLP buying assets from its sponsor or general partner
the transaction is intended to be based upon comparable terms in the acquisition market for similar
assets. To help insure that appropriate protections are in place, the board of the MLP generally
creates an independent committee to review and approve the terms of the transaction. The
committee often obtains a fairness opinion and can retain counsel or other experts to assist its
evaluation. Since both parties normally have a significant equity stake in the MLP, both parties
generally have an incentive to see that the transaction is accretive and fair to the MLP. MLPs tend to
pay relatively higher distributions than other types of companies and the Fund intends to use these
MLP distributions in an effort to meet its investment objective. As a motivation for the general
partner to manage the MLP successfully and increase cash flows, the terms of MLPs typically
provide that the general partner receives a larger portion of the net income as distributions reach
higher target levels. As cash flow grows, the general partner receives a greater interest in the
incremental income compared to the interest of limited partners. Although the percentages vary
among MLPs, the general partner's marginal interest in distributions generally increases from 2% to
15% at the first designated distribution target level moving up to 25% and ultimately 50% as
pre-established distribution per unit thresholds are met. Nevertheless, the aggregate amount
distributed to limited partners will increase as MLP distributions reach higher target levels. Given
this incentive structure, the general partner has an incentive to streamline operations and undertake
acquisitions and growth projects in order to increase distributions to all partners. Because the MLP
itself does not pay tax on MLP qualifying income, its income or loss is allocated to its investors,
irrespective of whether the investors receive any cash payment from the MLP. An MLP typically
makes quarterly cash distributions. Although they resemble corporate dividends, MLP distributions
are treated differently for tax purposes. The MLP distribution is treated as a tax-deferred return of
capital to the extent of the investor's basis in his MLP interest and, to the extent the distribution
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exceeds the investor's basis in the MLP, capital gain. The investor's original basis is the price paid
for the units. The basis is adjusted downwards with each distribution and allocation of deductions
(such as depreciation) and losses, and upwards with each allocation of taxable income. - 9 - For a
further discussion and a description of MLP tax matters, see the section entitled "Tax Matters." THE
FUND'S INVESTMENTS The types of securities in which the Fund may invest include, but are not
limited to, the following: Equity Securities of MLPs and MLP-Related Entities. Consistent with its
investment objective, the Fund may invest up to 100% of its Managed Assets in equity securities
issued by energy sector MLPs. Equity securities currently consist of common units, subordinated
units and I-Shares (each discussed below). The Fund also may invest in equity securities of
MLP-related entities, such as general partners or other affiliates of the MLPs. The Fund also may
invest up to 15% of Managed Assets in equity or debt securities of non-MLPs or energy companies.
The value of equity securities will be affected by changes in the stock markets, which may be the
result of domestic or international political or economic news, changes in interest rates or changing
investor sentiment. At times, stock markets can be volatile and stock prices can change
substantially. Equity securities risk will affect the Fund's net asset value per share, which will
fluctuate as the value of the securities held by the Fund change. Not all stock prices change
uniformly or at the same time, and not all stock markets move in the same direction at the same
time. Other factors affect a particular stock's price, such as poor earnings reports by an issuer, loss of
major customers, major litigation against an issuer or changes in governmental regulations affecting
an industry. Adverse news affecting one company can sometimes depress the stock prices of all
companies in the same industry. Not all factors can be predicted. Certain of the energy companies in
which the Fund invests and may in the future invest may have comparatively smaller capitalizations.
Investing in securities of smaller MLPs, MLP-related entities and energy companies may involve
greater risk than is associated with investing in more established MLPs, MLP-related entities and
energy companies. Smaller capitalization MLPs, MLP-related entities and energy companies may
have limited product lines, markets or financial resources; may lack management depth or
experience; and may be more vulnerable to adverse general market or economic developments than
larger more established MLPs, MLP-related entities and energy companies. MLP Common Units.
MLP common units represent a limited partnership interest in the MLP. Common units are listed
and traded on U.S. securities exchanges or over-the-counter with their value fluctuating
predominantly based on the success of the MLP. The Fund intends to purchase common units in
market transactions but may also purchase securities directly from the MLP or other parties in
private placements. Unlike owners of common stock of a corporation, owners of common units have
limited voting rights and have no ability to annually elect directors. MLPs generally distribute all
available cash flow (cash flow from operations less maintenance capital expenditures) in the form of
a quarterly distribution. Common unit holders have first priority to receive quarterly cash
distributions up to the MQD and have arrearage rights. In the event of liquidation, common unit
holders have preference over subordinated units, but not debt holders or preferred unit holders, to
the remaining assets of the MLP. - 10 - MLP Subordinated Units. MLP subordinated units typically
are issued by MLPs to their original sponsors, such as their founders, corporate general partners of
MLPs, entities that sell assets to the MLP, and institutional investors. The Fund may purchase
subordinated units directly from these persons. Subordinated units have similar voting rights as
common units and are generally not publicly traded. Once the MQD on the common units, including
arrearage, has been paid, subordinated units will receive cash distributions up to the MQD prior to
any incentive payments to the MLP's general partner. Unlike common units, subordinated units do
not have arrearage rights. In the event of liquidation, common units have priority over subordinated
units. Subordinated units are typically converted into common units on a one-to-one basis after
certain time periods and/or performance targets have been satisfied. Subordinated units are generally
valued based on the price of the common units, discounted to reflect the timing or likelihood of their
conversion to common units. MLP I-Shares. I-Shares represent an ownership interest issued by an
affiliated party of an MLP. The MLP affiliate uses the proceeds from the sale of I-Shares to
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purchase limited partnership interests in the MLP in the form of I-Units. I-Units have features
similar to MLP common units in terms of voting rights, liquidation preference and distributions.
However, rather than receiving cash, the MLP affiliate receives additional I-Units in an amount
equal to the cash distributions received by MLP common units. Similarly, holders of I-Shares will
receive additional I-Shares, in the same proportion as the MLP affiliate's receipt of I-Units, rather
than cash distributions. I-Shares themselves have limited voting rights similar to those applicable to
MLP common units. The MLP affiliate issuing the I-Shares is structured as a corporation for federal
income tax purposes. As a result, I-Shares holders, such as the Fund, will receive a Form 1099
rather than a Form K-1 statement. I-Shares are traded on the New York Stock Exchange. Equity
Securities of Energy Companies. The Fund does not intend to invest more than 35% of its Managed
Assets in equity securities issued by energy companies which are not MLPs. The Fund intends to
purchase these equity securities in market transactions but also may purchase securities directly
from the issuers in private placements. To generate additional income, the Fund may write (or sell),
covered call options on the common stock of energy companies held in the Fund's portfolio. Debt
Securities. The Fund may invest up to 25% of its Managed Assets in debt securities of energy
companies, MLPs and MLP-related entities, including securities rated below investment grade. The
debt securities in which the Fund may invest may provide for fixed or variable principal payments
and various types of interest rate and reset terms, including fixed rate, adjustable rate, zero coupon,
contingent, deferred, payment-in-kind and auction rate features. Certain debt securities are
"perpetual" in that they have no maturity date. Certain debt securities are zero coupon bonds. A zero
coupon bond is a bond that does not pay interest either for the entire life of the obligations or for an
initial period after the issuance of the obligation. To the extent that the Fund invests in below
investment grade debt securities, such securities will be rated, at the time of investment, at least B-
by S&P's or B3 by Moody's or a comparable rating by at least one other rating agency or, if unrated,
determined by the Sub-Advisor to be of comparable quality. If a security satisfies the Fund's
minimum rating criteria at the time of purchase and is subsequently downgraded below such rating,
the Fund will not be required to dispose of such security. If a downgrade occurs, the Sub-Advisor
will consider what action, - 11 - including the sale of such security, is in the best interest of the Fund
and its shareholders. In light of the risks of below investment grade securities, the Sub-Advisor, in
evaluating the creditworthiness of an issue, whether rated or unrated, will take various factors into
consideration, which may include, as applicable, the issuer's operating history, financial resources
and its sensitivity to economic conditions and trends, the market support for the facility financed by
the issue (if applicable), the perceived ability and integrity of the issuer's management and
regulatory matters. Below Investment Grade Debt Securities. The Fund may invest up to 25% of its
Managed Assets in below investment grade securities. The below investment grade debt securities in
which the Fund invests are rated from B3 to Bal by Moody's, from B- to BB+ by S&P's, are
comparably rated by another nationally recognized rating agency or are unrated but determined by
the Sub-Advisor to be of comparable quality. Investment in below investment grade securities
involves substantial risk of loss. Below investment grade debt securities or comparable unrated
securities are commonly referred to as "junk bonds" and are considered predominantly speculative
with respect to the issuer's ability to pay interest and principal and are susceptible to default or
decline in market value due to adverse economic and business developments. The market values for
high yield securities tend to be very volatile, and these securities are less liquid than investment
grade debt securities. For these reasons, to the extent the Fund invests in below investment grade
securities, your investment in the Fund is subject to the following specific risks: -- increased price
sensitivity to changing interest rates and to a deteriorating economic environment; -- greater risk of
loss due to default or declining credit quality; -- adverse company specific events are more likely to
render the issuer unable to make interest and/or principal payments; and -- if a negative perception
of the below investment grade debt market develops, the price and liquidity of below investment
grade debt securities may be depressed. This negative perception could last for a significant period
of time. Adverse changes in economic conditions are more likely to lead to a weakened capacity of a
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below investment grade debt issuer to make principal payments and interest payments than an
investment grade issuer. The principal amount of below investment grade securities outstanding has
proliferated in the past decade as an increasing number of issuers have used below investment grade
securities for corporate financing. An economic downturn could severely affect the ability of highly
leveraged issuers to service their debt obligations or to repay their obligations upon maturity.
Similarly, down-turns in profitability in specific industries, such as the energy industry, could
adversely affect the ability of below investment grade debt issuers in that industry to meet their
obligations. The market values of lower quality debt securities tend to reflect individual
developments of the issuer to a greater extent than do higher quality securities, which react primarily
to fluctuations in the general level of interest rates. Factors having an adverse impact on the market
value of lower - 12 - quality securities may have an adverse effect on the Fund's net asset value and
the market value of its common shares. In addition, the Fund may incur additional expenses to the
extent it is required to seek recovery upon a default in payment of principal or interest on its
portfolio holdings. In certain circumstances, the Fund may be required to foreclose on an issuer's
assets and take possession of its property or operations. In such circumstances, the Fund would incur
additional costs in disposing of such assets and potential liabilities from operating any business
acquired. The secondary market for below investment grade securities may not be as liquid as the
secondary market for more highly rated securities, a factor which may have an adverse effect on the
Fund's ability to dispose of a particular security when necessary to meet its liquidity needs. There
are fewer dealers in the market for below investment grade securities than investment grade
obligations. The prices quoted by different dealers may vary significantly and the spread between
the bid and asked price is generally much larger than higher quality instruments. Under adverse
market or economic conditions, the secondary market for below investment grade securities could
contract further, independent of any specific adverse changes in the conditions of a particular issuer,
and these instruments may become illiquid. As a result, the Fund could find it more difficult to sell
these securities or may be able to sell the securities only at prices lower than if such securities were
widely traded. Because investors generally perceive that there are greater risks associated with lower
quality debt securities of the type in which the Fund may invest a portion of its assets, the yields and
prices of such securities may tend to fluctuate more than those for higher rated securities. In the
lower quality segments of the debt securities market, changes in perceptions of an issuer's
creditworthiness tend to occur more frequently and in a more pronounced manner than do changes
in higher quality segments of the debt securities market, resulting in greater yield and price
volatility. The Fund will not invest in distressed, below investment grade securities (those that are in
default or the issuers of which are in bankruptcy). If a debt security becomes distressed while held
by the Fund, the Fund may be required to bear certain extraordinary expenses in order to protect and
recover its investments if it is recoverable at all. See Appendix A to this Statement of Additional
Information for a description of Moody's and S&P's ratings. Restricted Securities. The Fund may
invest in unregistered or otherwise restricted securities. The term "restricted securities" refers to
securities that are unregistered or are held by control persons of the issuer and securities that are
subject to contractual restrictions on their resale. As a result, restricted securities may be more
difficult to value and the Fund may have difficulty disposing of such assets either in a timely
manner or for a reasonable price. Absent an exemption from registration, the Fund will be required
to hold the securities until they are registered by the issuer. In order to dispose of an unregistered
security, the Fund, where it has contractual rights to do so, may have to cause such security to be
registered. A considerable period may elapse between the time the decision is made to sell the
security and the time the security is registered so that the Fund could sell it. Contractual restrictions
on the resale of securities vary in length and scope - 13 - and are generally the result of a negotiation
between the issuer and acquirer of the securities. The Fund would, in either case, bear market risks
during that period. Restricted securities generally can be sold in privately negotiated transactions,
pursuant to an exemption from registration under the Securities Act, or in a registered public
offering. The Sub-Advisor has the ability to deem restricted securities as liquid. To enable the Fund
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to sell its holdings of a restricted security not registered for public sale, the Fund may have to cause
those securities to be registered. In situations in which the Fund must arrange registration because
the Fund wishes to sell the security, a considerable period may elapse between the time the decision
is made to sell the security and the time the security is registered so that the Fund could sell it. The
Fund would bear the risks of any downward price fluctuation during that period. In recent years, a
large institutional market has developed for certain securities that are not registered under the
Securities Act, including private placements, repurchase agreements, commercial paper, foreign
securities and corporate bonds and notes. These instruments are often restricted securities because
the securities are either themselves exempt from registration or sold in transactions not requiring
registration, such as Rule 144A transactions. Institutional investors generally will not seek to sell
these instruments to the general public, but instead will often depend on an efficient institutional
market in which such unregistered securities can be readily resold or on an issuer's ability to honor a
demand for repayment. Therefore, the fact that there are contractual or legal restrictions on resale to
the general public or certain institutions is not dispositive of the liquidity of such investments. Rule
144A under the Securities Act establishes a "safe harbor" from the registration requirements of the
Securities Act for resales of certain securities to qualified institutional buyers. Institutional markets
for restricted securities that exist or may develop as a result of Rule 144A may provide both readily
ascertainable values for restricted securities and the ability to liquidate an investment. An
insufficient number of qualified institutional buyers interested in purchasing Rule 144A-eligible
securities held by the Fund, however, could affect adversely the marketability of such portfolio
securities and the Fund might be unable to dispose of such securities promptly or at reasonable
prices. Thinly-Traded Securities. The Fund also may invest in securities that may not be restricted,
but are thinly-traded. Although common units of MLPs, I-Shares of MLP-related entities and
common stock of certain energy companies trade on the New York Stock Exchange, The Nasdaq
National Market or other securities exchanges or markets, such securities may trade less than those
of larger companies due to their relatively smaller capitalizations. Such securities may be difficult to
dispose of at a fair price during times when the Fund believes it is desirable to do so. Thinly-traded
securities also are more difficult to value and the Sub-Advisor's judgment as to value will often be
given greater weight than market quotations, if any exist. If market quotations are not available,
thinly-traded securities will be valued in accordance with procedures established by the Board.
Investment of the Fund's capital in thinly-traded securities may restrict the Fund's ability to take
advantage of market opportunities. The risks associated with thinly-traded securities may be
particularly acute in situations in which the Fund's operations require cash and - 14 - could result in
the Fund borrowing to meet its short term needs or incurring losses on the sale of thinly-traded
securities. Margin Borrowing. Although it does not currently intend to, the Fund may in the future
use margin borrowing of up to 33-1/3% of total Managed Assets for investment purposes when the
Sub-Advisor believes it will enhance returns. Margin borrowings by the Fund create certain
additional risks. For example, should the securities that are pledged to brokers to secure margin
accounts decline in value, or should brokers from which the Fund has borrowed increase their
maintenance margin requirements (i.e., reduce the percentage of a position that can be financed),
then the Fund could be subject to a "margin call," pursuant to which it must either deposit additional
funds with the broker or suffer mandatory liquidation of the pledged securities to compensate for the
decline in value. In the event of a precipitous drop in the value of the assets of the Fund, it might not
be able to liquidate assets quickly enough to pay off the margin debt and might suffer mandatory
liquidation of positions in a declining market at relatively low prices, thereby incurring substantial
losses. For these reasons, the use of borrowings for investment purposes is considered a speculative
investment practice. COVERED CALL OPTION TRANSACTIONS Call options are contracts
representing the right to purchase a common stock at a specified price (the "strike price") at a
specified future date (the "expiration date"). The price of the option is determined from trading
activity in the broad options market, and generally reflects the relationship between the current
market price for the underlying common stock and the strike price, as well as the time remaining
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until the expiration date. The Fund will write call options only if they are "covered." In the case of a
call option on a common stock or other security, the option is "covered" if the Fund owns the
security underlying the call or has an absolute and immediate right to acquire that security without
additional cash consideration (or, if additional cash consideration is required, cash or other assets
determined to be liquid by the Sub-Advisor (in accordance with procedures approved by the Board
of Trustees) in such amount are segregated by the Fund's custodian) upon conversion or exchange of
other securities held by the Fund. If an option written by the Fund expires unexercised, the Fund
realizes on the expiration date a capital gain equal to the premium received by the Fund at the time
the option was written. If an option purchased by the Fund expires unexercised, the Fund realizes a
capital loss equal to the premium paid at the time the option expires. Prior to the earlier of exercise
or expiration, an exchange-traded option may be closed out by an offsetting purchase or sale of an
option of the same series (type, underlying security, exercise price, and expiration). There can be no
assurance, however, that a closing purchase or sale transaction can be effected when the Fund
desires. The Fund may sell put or call options it has previously purchased, which could result in a
net gain or loss depending on whether the amount realized on the sale is more or less than the
premium and other transaction costs paid on the put or call option purchased. See "Tax Matters." -
15 - STRATEGIC TRANSACTIONS The Fund may, but is not required to, enter into various
hedging and strategic transactions to seek to reduce interest rate risks arising from the use of
Financial Leverage by the Fund, to facilitate portfolio management and mitigate risks, including
interest rate, currency and credit risks. The Fund writes (or sells), covered call options on the
common stock of energy companies held in the Fund's portfolio. Certain of these hedging and
strategic transactions involve derivative instruments. A derivative is a financial instrument whose
performance is derived at least in part from the performance of an underlying index, security or
asset. The values of certain derivatives can be affected dramatically by even small market
movements, sometimes in ways that are difficult to predict. There are many different types of
derivatives, with many different uses. The Fund may purchase and sell derivative instruments such
as exchange-listed and over-the-counter put and call options on currencies, securities, energy-related
commodities, equity, fixed income and interest rate indices, and other financial instruments,
purchase and sell financial futures contracts and options thereon, enter into various interest rate
transactions such as swaps, caps, floors, collars or credit transactions and credit default swaps. The
Fund also may purchase derivative instruments that combine features of these instruments.
Collectively, all of the above are referred to as "Strategic Transactions." The Fund generally seeks to
use Strategic Transactions as a portfolio management or hedging technique to seek to protect against
possible adverse changes in the market value of securities held in or to be purchased for the Fund's
portfolio, protect the value of the Fund's portfolio, facilitate the sale of certain securities for
investment purposes, manage the effective interest rate and currency exposure of the Fund,
including the effective yield paid on any Financial Leverage issued by the Fund, or establish
positions in the derivatives markets as a temporary substitute for purchasing or selling particular
securities. Market conditions will determine whether and in what circumstances the Fund would
employ any of the hedging and strategic techniques described below. The Fund will incur brokerage
and other costs in connection with its hedging transactions. Options on Securities and Securities
Indices. The Fund may purchase and write (sell) call and put options on any securities and securities
indices. These options may be listed on national domestic securities exchanges or foreign securities
exchanges or traded in the over-the-counter market. The Fund may write covered put and call
options and purchase put and call options as a substitute for the purchase or sale of securities or to
protect against declines in the value of the portfolio securities and against increases in the cost of
securities to be acquired. Writing Covered Options. The Fund writes (or sells), covered call options
on the common stock of energy companies held in the Fund's portfolio. A call option on securities
written by the Fund obligates the Fund to sell specified securities to the holder of the option at a
specified price if the option is exercised at any time before the expiration date. A put option on
securities written by the Fund obligates the Fund to purchase specified securities from the option
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holder at a specified price if the option is exercised at any time before the expiration date. Options
on securities indices are similar to options on securities, except that the exercise of securities index
options requires cash settlement payments and does not involve the actual purchase or sale of
securities. In addition, securities index options are designed to reflect price fluctuations in a group of
securities or segment of the securities market rather than price fluctuations in a single security.
Writing covered call options may - 16 - deprive the Fund of the opportunity to profit from an
increase in the market price of the securities in its portfolio. Writing covered put options may
deprive the Fund of the opportunity to profit from a decrease in the market price of the securities to
be acquired for its portfolio. All call and put options written by the Fund are covered. A written call
option or put option may be covered by (1) maintaining cash or liquid securities in a segregated
account with a value at least equal to the Fund's obligation under the option, (2) entering into an
offsetting forward commitment and/or (3) purchasing an offsetting option or any other option which,
by virtue of its exercise price or otherwise, reduces the Fund's net exposure on its written option
position. A written call option on securities is typically covered by maintaining the securities that
are subject to the option in a segregated account. The Fund may cover call options on a securities
index by owning securities whose price changes are expected to be similar to those of the underlying
index. The Fund may terminate its obligations under an exchange traded call or put option by
purchasing an option identical to the one it has written. Obligations under over-the-counter options
may be terminated only by entering into an offsetting transaction with the counterparty to such
option. Such purchases are referred to as "closing purchase transactions." Purchasing Options. The
Fund would normally purchase call options in anticipation of an increase, or put options in
anticipation of a decrease ("protective puts"), in the market value of securities of the type in which it
may invest. The Fund may also sell call and put options to close out its purchased options. The
purchase of a call option would entitle the Fund, in return for the premium paid, to purchase
specified securities or currency at a specified price during the option period. The Fund would
ordinarily realize a gain on the purchase of a call option if, during the option period, the value of
such securities or currency exceeded the sum of the exercise price, the premium paid and transaction
costs; otherwise the Fund would realize either no gain or a loss on the purchase of the call option.
The purchase of a put option would entitle the Fund, in exchange for the premium paid, to sell
specified securities at a specified price during the option period. The purchase of protective puts is
designed to offset or hedge against a decline in the market value of the Fund's portfolio securities.
Put options may also be purchased by the Fund for the purpose of affirmatively benefiting from a
decline in the price of securities which it does not own. The Fund would ordinarily realize a gain if,
during the option period, the value of the underlying securities decreased below the exercise price
sufficiently to cover the premium and transaction costs; otherwise the Fund would realize either no
gain or a loss on the purchase of the put option. Gains and losses on the purchase of put options may
be offset by countervailing changes in the value of the Fund's portfolio securities. The Fund's
options transactions will be subject to limitations established by each of the exchanges, boards of
trade or other trading facilities on which such options are traded. These limitations govern the
maximum number of options in each class which may be written or purchased by a single investor
or group of investors acting in concert, regardless of whether the options are written or - 17 -
purchased on the same or different exchanges, boards of trade or other trading facilities or are held
or written in one or more accounts or through one or more brokers. Thus, the number of options
which the Fund may write or purchase may be affected by options written or purchased by other
investment advisory clients of the Sub-Advisor. An exchange, board of trade or other trading facility
may order the liquidation of positions found to be in excess of these limits, and it may impose
certain other sanctions. Risks Associated with Options Transactions. There is no assurance that a
liquid secondary market on a domestic or foreign options exchange will exist for any particular
exchange-traded option or at any particular time. If the Fund is unable to effect a closing purchase
transaction with respect to covered options it has written, the Fund will not be able to sell the
underlying securities or dispose of assets held in a segregated account until the options expire or are
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exercised. Similarly, if the Fund is unable to effect a closing sale transaction with respect to options
it has purchased, it would have to exercise the options in order to realize any profit and will incur
transaction costs upon the purchase or sale of underlying securities or currencies. Reasons for the
absence of a liquid secondary market on an exchange include the following: (1) there may be
insufficient trading interest in certain options; (2) restrictions may be imposed by an exchange on
opening transactions or closing transactions or both; (3) trading halts, suspensions or other
restrictions may be imposed with respect to particular classes or series of options; (4) unusual or
unforeseen circumstances may interrupt normal operations on an exchange; (5) the facilities of an
exchange or the Options Clearing Corporation may not at all times be adequate to handle current
trading volume; or (6) one or more exchanges could, for economic or other reasons, decide or be
compelled at some future date to discontinue the trading of options (or a particular class or series of
options). If trading were discontinued, the secondary market on that exchange (or in that class or
series of options) would cease to exist. However, outstanding options on that exchange that had
been issued by the Options Clearing Corporation as a result of trades on that exchange would
continue to be exercisable in accordance with their terms. The Fund's ability to terminate
over-the-counter options is more limited than with exchange-traded options and may involve the
risk that broker-dealers participating in such transactions will not fulfill their obligations. The
Sub-Advisor will determine the liquidity of each over-the-counter option in accordance with
guidelines adopted by the Board of Trustees. The writing and purchase of options is a highly
specialized activity which involves investment techniques and risks different from those associated
with ordinary portfolio securities transactions. The successful use of options depends in part on the
Sub-Advisor's ability to predict future price fluctuations and, for hedging transactions, the degree of
correlation between the options and securities or currency markets. Futures Contracts and Options
on Futures Contracts. The Fund may purchase and sell futures contracts based on various securities
(such as U.S. government securities) and securities indices, and any other financial instruments and
indices and purchase and write call and put options on these futures contracts. - 18 - The Fund may
also enter into closing purchase and sale transactions with respect to any of these contracts and
options. All futures contracts entered into by the Fund are traded on U.S. or foreign exchanges or
boards of trade that are licensed, regulated or approved by the Commodity Futures Trading
Commission ("CFTC"). Futures Contracts. A futures contract may generally be described as an
agreement between two parties to buy and sell particular financial instruments or currencies for an
agreed price during a designated month (or to deliver the final cash settlement price, in the case of a
contract relating to an index or otherwise not calling for physical delivery at the end of trading in the
contract). Positions taken in the futures markets are not normally held to maturity but are instead
liquidated through offsetting transactions which may result in a profit or a loss. While futures
contracts on securities will usually be liquidated in this manner, the Fund may instead make, or take,
delivery of the underlying securities or currency whenever it appears economically advantageous to
do so. A clearing corporation associated with the exchange on which futures contracts are traded
guarantees that, if still open, the sale or purchase will be performed on the settlement date. The Fund
may, for example, take a "short" position in the futures market by selling futures contracts in an
attempt to hedge against an anticipated decline in market prices that would adversely affect the
value of the Fund's portfolio securities. Such futures contracts may include contracts for the future
delivery of securities held by the Fund or securities with characteristics similar to those of the
Fund's portfolio securities. Hedging and Other Strategies. Hedging is an attempt to establish with
more certainty than would otherwise be possible the effective price or rate of return on portfolio
securities or securities that the Fund proposes to acquire or the exchange rate of currencies in which
the portfolio securities are quoted or denominated. When securities prices are falling, the Fund can
seek to offset a decline in the value of its current portfolio securities through the sale of futures
contracts. When securities prices are rising, the Fund, through the purchase of futures contracts, can
attempt to secure better rates or prices than might later be available in the market when it effects
anticipated purchases. If, in the opinion of the Sub-Advisor, there is a sufficient degree of
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correlation between price trends for the Fund's portfolio securities and futures contracts based on
other financial instruments, securities indices or other indices, the Fund may also enter into such
futures contracts as part of its hedging strategy. Although under some circumstances prices of
securities in the Fund's portfolio may be more or less volatile than prices of such futures contracts,
the Sub-Advisor will attempt to estimate the extent of this volatility difference based on historical
patterns and compensate for any differential by having the Fund enter into a greater or lesser number
of futures contracts or by attempting to achieve only a partial hedge against price changes affecting
the Fund's portfolio securities. When a short hedging position is successful, any depreciation in the
value of portfolio securities will be substantially offset by appreciation in the value of the futures
position. On the other hand, any unanticipated appreciation in the value of the Fund's portfolio
securities would be substantially offset by - 19 - a decline in the value of the futures position. On
other occasions, the Fund may take a "long" position by purchasing futures contracts. Options on
Futures Contracts. The purchase of put and call options on futures contracts will give the Fund the
right (but not the obligation) for a specified price to sell or to purchase, respectively, the underlying
futures contract at any time during the option period. As the purchaser of an option on a futures
contract, the Fund obtains the benefit of the futures position if prices move in a favorable direction
but limits its risk of loss in the event of an unfavorable price movement to the loss of the premium
and transaction costs. The writing of a call option on a futures contract generates a premium which
may partially offset a decline in the value of the Fund's assets. By writing a call option, the Fund
becomes obligated, in exchange for the premium (upon exercise of the option) to sell a futures
contract if the option is exercised, which may have a value higher than the exercise price.
Conversely, the writing of a put option on a futures contract generates a premium which may
partially offset an increase in the price of securities that the Fund intends to purchase. However, the
Fund becomes obligated (upon exercise of the option) to purchase a futures contract if the option is
exercised, which may have a value lower than the exercise price. The loss incurred by the Fund in
writing options on futures is potentially unlimited and may exceed the amount of the premium
received. The holder or writer of an option on a futures contract may terminate its position by selling
or purchasing an offsetting option of the same series. There is no guarantee that such closing
transactions can be effected. The Fund's ability to establish and close out positions on such options
will be subject to the development and maintenance of a liquid market. Other Considerations. The
Fund will engage in futures and related options transactions either for bona fide hedging or for other
purposes as permitted by the CFTC. These purposes may include using futures and options on
futures as a substitute for the purchase or sale of securities to increase or reduce exposure to
particular markets. To the extent that the Fund is using futures and related options for hedging
purposes, futures contracts will be sold to protect against a decline in the price of securities that the
Fund owns or futures contracts will be purchased to protect the Fund against an increase in the price
of securities it intends to purchase. The Fund will determine that the price fluctuations in the futures
contracts and options on futures used for hedging purposes are substantially related to price
fluctuations in securities held by the Fund or securities or instruments which it expects to purchase.
As evidence of its hedging intent, the Fund expects that on occasions on which it takes a long
futures or option position (involving the purchase of futures contracts), the Fund generally will have
purchased, or will be in the process of purchasing, equivalent amounts of related securities in the
cash market at the time when the futures or option position is closed out. However, in particular
cases, when it is economically advantageous for the Fund to do so, a long futures position may be
terminated or an option may expire without the corresponding purchase of securities or other assets.
Transactions in futures contracts and options on futures involve brokerage costs, require margin
deposits and, in the case of contracts and options obligating the Fund to purchase securities, require
the Fund to establish a - 20 - segregated account consisting of cash or liquid securities in an amount
equal to the underlying value of such contracts and options. While transactions in futures contracts
and options on futures may reduce certain risks, these transactions themselves entail certain other
risks. For example, unanticipated changes in interest rates or securities prices may result in a poorer
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overall performance for the Fund than if it had not entered into any futures contracts or options
transactions. Perfect correlation between the Fund's futures positions and portfolio positions will be
impossible to achieve. In the event of an imperfect correlation between a futures position and a
portfolio position which is intended to be protected, the desired protection may not be obtained and
the Fund may be exposed to risk of loss. Some futures contracts or options on futures may become
illiquid under adverse market conditions. In addition, during periods of market volatility, a
commodity exchange may suspend or limit trading in a futures contract or related option, which may
make the instrument temporarily illiquid and difficult to price. Commodity exchanges also may
establish daily limits on the amount that the price of a futures contract or related option can vary
from the previous day's settlement price. Once the daily limit is reached, no trades may be made that
day at a price beyond the limit. This may prevent the Fund from closing out positions and limiting
its losses. Currency Exchange Transactions. The Fund may enter into currency exchange
transactions to hedge the Fund's exposure to foreign currency exchange rate risk to the extent the
Fund invests in non-U.S. denominated securities of non-U.S. issuers. The Fund's currency
transactions will be limited to portfolio hedging involving portfolio positions. Portfolio hedging is
the use of a forward contract with respect to a portfolio security position denominated or quoted in a
particular currency. A forward contract is an agreement to purchase or sell a specified currency at a
specified future date (or within a specified time period) and price set at the time of the contract.
Forward contracts are usually entered into with banks, foreign exchange dealers or broker-dealers,
are not exchange-traded, and are usually for less than one year, but may be renewed. At the maturity
of a forward contract to deliver a particular currency, the Fund may either sell the portfolio security
related to such contract and make delivery of the currency, or it may retain the security and either
acquire the currency on the spot market or terminate its contractual obligation to deliver the
currency by purchasing an offsetting contract with the same currency trader obligating it to purchase
on the same maturity date the same amount of the currency. It is impossible to forecast with absolute
precision the market value of portfolio securities at the expiration of a forward contract.
Accordingly, it may be necessary for the Fund to purchase additional currency on the spot market
(and bear the expense of such purchase) if the market value of the security is less than the amount of
currency that the Fund is obligated to deliver and if a decision is made to sell the security and make
delivery of the currency. Conversely, it may be necessary to sell on the spot market some of the
currency received upon the sale of the portfolio security if its market value exceeds the amount of
currency the Fund is obligated to deliver. - 21 - If the Fund retains the portfolio security and engages
in an offsetting transaction, the Fund will incur a gain or a loss to the extent that there has been
movement in forward contract prices. If the Fund engages in an offsetting transaction, it may
subsequently enter into a new forward contract to sell the currency. Should forward prices decline
during the period between the Fund s entering into a forward contract for the sale of a currency and
the date it enters into an offsetting contract for the purchase of the currency, the Fund will realize a
gain to the extent the price of the currency it has agreed to sell exceeds the price of the currency it
has agreed to purchase. Should forward prices increase, the Fund will suffer a loss to the extent the
price of the currency it has agreed to purchase exceeds the price of the currency it has agreed to sell.
A default on the contract would deprive the Fund of unrealized profits or force the Fund to cover its
commitments for purchase or sale of currency, if any, at the current market price. Hedging against a
decline in the value of a currency does not eliminate fluctuations in the prices of portfolio securities
or prevent losses if the prices of such securities decline. Such transactions also preclude the
opportunity for gain if the value of the hedged currency should rise. Moreover, it may not be
possible for the Fund to hedge against a devaluation that is so generally anticipated that the Fund is
not able to contract to sell the currency at a price above the devaluation level it anticipates. The cost
to the Fund of engaging in currency exchange transactions varies with such factors as the currency
involved, the length of the contract period, and prevailing market conditions. Since currency
exchange transactions are usually conducted on a principal basis, no fees or commissions are
involved. Equity Swaps and Interest Rate or Commodity Swaps, Collars, Caps and Floors. In order
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to hedge the value of the Fund's portfolio against fluctuations in the market value of equity
securities, interest rates or commodity prices or to enhance the Fund's income, the Fund may, but is
not required to, enter into equity swaps and various interest rate or commodity transactions such as
interest rate or commodity swaps and the purchase or sale of interest rate or commodity caps and
floors. To the extent that the Fund enters into these transactions, the Fund expects to do so primarily
to preserve a return or spread on a particular investment or portion of its portfolio, to protect against
any increase in the price of securities the Fund anticipates purchasing at a later date, to protect
against increasing commodity prices or to manage the Fund's interest rate exposure on any debt
securities, including the Notes, or preferred shares issued by the Fund for leverage purposes. The
Fund intends to use these transactions primarily as a hedge. However, the Fund also may invest in
equity and interest rate or commodity swaps to enhance income or to increase the Fund's yield, for
example, during periods of steep interest rate yield curves (i.e., wide differences between short-term
and long-term interest rates). The Fund is not required to hedge its portfolio and may choose not to
do so. The Fund cannot guarantee that any hedging strategies it uses will work. In an equity swap,
the cash flows exchanged by the Fund and the counterparty are based on the total return on some
stock market index and an interest rate (either a fixed rate or a floating rate). In an interest rate swap,
the Fund exchanges with another party their respective commitments to pay or receive interest (e.g.,
an exchange of fixed rate payments for floating rate payments). For example, if the Fund holds a
debt instrument with an interest rate that is reset only once each year, it may swap the right to
receive interest at this fixed rate for the right to receive interest at a rate that is reset every week.
This would enable the Fund to offset a decline in the value of - 22 - the debt instrument due to rising
interest rates but would also limit its ability to benefit from falling interest rates. Conversely, if the
Fund holds a debt instrument with an interest rate that is reset every week and it would like to lock
in what it believes to be a high interest rate for one year, it may swap the right to receive interest at
this variable weekly rate for the right to receive interest at a rate that is fixed for one year. Such a
swap would protect the Fund from a reduction in yield due to falling interest rates and may permit
the Fund to enhance its income through the positive differential between one week and one year
interest rates, but would preclude it from taking full advantage of rising interest rates. The Fund
usually will enter into equity and interest rate or commodity swaps on a net basis (i.e., the two
payment streams are netted out with the Fund receiving or paying, as the case may be, only the net
amount of the two payments). The net amount of the excess, if any, of the Fund's obligations over its
entitlements with respect to each swap contract will be accrued on a daily basis, and an amount of
cash or liquid instruments having an aggregate net asset value at least equal to the accrued excess
will be maintained in a segregated account by the Fund's custodian. If the swap transaction is
entered into on other than a net basis, the full amount of the Fund's obligations will be accrued on a
daily basis, and the full amount of the Fund's obligations will be maintained in a segregated account
by the Fund's custodian. The Fund also may engage in interest rate or commodity transactions in the
form of purchasing or selling interest rate or commodity caps or floors. The Fund will not sell
interest rate or commodity caps or floors that it does not own. The purchase of an interest rate or
commodity cap entitles the purchaser, to the extent that a specified index exceeds a predetermined
interest rate or commodity price, to receive payments equal to the difference of the index and the
predetermined rate on a notional principal amount (i.e., the reference amount with respect to which
interest obligations are determined although no actual exchange of principal occurs) from the party
selling such interest rate or commodity cap. The purchase of an interest rate or commodity floor
entitles the purchaser, to the extent that a specified index falls below a predetermined interest rate or
commodity price, to receive payments at the difference of the index and the predetermined rate on a
notional principal amount from the party selling such interest rate or commodity floor. Typically,
the parties with which the Fund will enter into equity and interest rate or commodity transactions
will be broker-dealers and other financial institutions. The Fund will not enter into any equity swap,
interest rate or commodity swap, cap or floor transaction unless the unsecured senior debt or the
claims-paying ability of the other party thereto is rated investment grade quality by at least one
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NRSRO at the time of entering into such transaction or whose creditworthiness is believed by the
Sub-Advisor to be equivalent to such rating. If there is a default by the other party to such a
transaction, the Fund will have contractual remedies pursuant to the agreements related to the
transaction. The swap market has grown substantially in recent years with a large number of banks
and investment banking firms acting both as principals and as agents utilizing standardized swap
documentation. As a result, the swap market has become relatively liquid in comparison with other
similar instruments traded in the interbank market. Caps and floors, however, are less liquid than
swaps. Certain federal income tax requirements may limit the Fund's ability to engage in interest
rate swaps. - 23 - Credit Default Swap Agreements. The Fund may enter into credit default swap
agreements. The "buyer" in a credit default contract is obligated to pay the "seller" a periodic stream
of payments over the term of the contract provided that no event of default on an underlying
reference obligation has occurred. If an event of default occurs, the seller must pay the buyer the
"par value" (full notional value) of the reference obligation in exchange for the reference obligation.
The Fund may be either the buyer or seller in the transaction. If the Fund is a buyer and no event of
default occurs, the Fund loses its investment and recovers nothing. However, if an event of default
occurs, the buyer receives full notional value for a reference obligation that may have little or no
value. As a seller, the Fund receives a fixed rate of income throughout the term of the contract,
which typically is between six months and three years, provided that there is no default event. If an
event of default occurs, the seller must pay the buyer the full notional value of the reference
obligation. Credit default swaps involve greater risks than if the Fund had invested in the reference
obligation directly. In addition to general market risks, credit default swaps are subject to illiquidity
risk, counterparty risk and credit risks. The Fund will enter into swap agreements only with
counterparties who are rated investment grade quality by at least one NRSRO at the time of entering
into such transaction or whose creditworthiness is believed by the Sub-Advisor to be equivalent to
such rating. A buyer also will lose its investment and recover nothing should no event of default
occur. If an event of default were to occur, the value of the reference obligation received by the
seller, coupled with the periodic payments previously received, may be less than the full notional
value it pays to the buyer, resulting in a loss of value to the Fund. When the Fund acts as a seller of
a credit default swap agreement it is exposed to the risks of leverage since if an event of default
occurs the seller must pay the buyer the full notional value of the reference obligation. If the Fund
enters into a credit default swap, the Fund may be required to report the swap as a "reportable
transaction" for tax shelter reporting purposes on the Fund's federal income tax return. If the Internal
Revenue Service (the "IRS") were to determine that the credit default swap is a tax shelter, the Fund
could be subject to penalties under the Internal Revenue Code of 1986, as amended (the "Code").
The Fund may in the future employ new or additional investment strategies and hedging instruments
if those strategies and instruments are consistent with the Fund's investment objective and are
permissible under applicable regulations governing the Fund. OVER-THE-COUNTER MARKET
RISK The Fund may invest in over-the-counter securities. In contrast to the securities exchanges,
the over-the-counter market is not a centralized facility that limits trading activity to securities of
companies which initially satisfy certain defined standards. Generally, the volume of trading in an
unlisted or over-the-counter security is less than the volume of trading in a listed security. This
means that the depth of market liquidity of some securities in which the Fund invests may not be as
great as that of other securities and, if the Fund were to dispose of such a security, it might have to
offer the securities at a discount from recent prices, or sell the securities in small lots over an
extended period of time. - 24 - LEGISLATION RISK At any time after the date of this Statement of
Additional Information, legislation may be enacted that could negatively affect the assets of the
Fund or the issuers of such assets. Changing approaches to regulation may have a negative impact
on entities in which the Fund invests. There can be no assurance that future legislation, regulation or
deregulation will not have a material adverse effect on the Fund or will not impair the ability of the
issuers of the assets held in the Fund to achieve their business goals, and hence, for the Fund to
achieve its investment objective. OTHER INVESTMENT POLICIES AND TECHNIQUES
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HEDGING STRATEGIES General Description of Hedging Strategies. As more fully described
above, the Fund may use derivatives or other transactions for the purpose of hedging the Fund's
exposure to an increase in the price of a security prior to its anticipated purchase or a decrease in the
price of a security prior to its anticipated sale, to seek to reduce interest rate risks arising from the
use of any leverage by the Fund and to mitigate risks. The specific derivative instruments to be used,
or other transactions to be entered into, for such hedging purposes may include options on common
equities, energy-related commodities, equity, fixed income and interest rate indices, futures
contracts (hereinafter referred to as "Futures" or "Futures Contracts"), swap agreements and related
instruments. Hedging or derivative instruments on securities generally are used to hedge against
price movements in one or more particular securities positions that the Fund owns or intends to
acquire. Such instruments may also be used to "lock-in" recognized but unrealized gains in the value
of portfolio securities. Hedging strategies, if successful, can reduce the risk of loss by wholly or
partially offsetting the negative effect of unfavorable price movements in the investments being
hedged. However, hedging strategies also can reduce the opportunity for gain by offsetting the
positive effect of favorable price movements in the hedged investments. The use of hedging
instruments is subject to applicable regulations of the Securities and Exchange Commission (the
"Commission"), the several options and futures exchanges upon which they are traded, the CFTC
and various state regulatory authorities. In addition, the Fund's ability to use hedging instruments
may be limited by tax considerations. General Limitations on Futures and Options Transactions. The
Fund has filed a notice of eligibility for exclusion from the definition of the term "commodity pool
operator" with the CFTC and the National Futures Association, which regulate trading in the futures
markets. Pursuant to Section 4.5 of the regulations under the Commodity Exchange Act (the
"CEA"), the Fund is not subject to regulation as a commodity pool under the CEA. Various
exchanges and regulatory authorities have undertaken reviews of options and futures trading in light
of market volatility. Among the possible actions that have been presented are proposals to adopt
new or more stringent daily price fluctuation limits for Futures and options transactions and - 25 -
proposals to increase the margin requirements for various types of futures transactions. Asset
Coverage for Futures and Options Positions. The Fund will comply with the regulatory requirements
of the Commission and the CFTC with respect to coverage of options and futures positions by
registered investment companies and, if the guidelines so require, will set aside cash, U.S.
government securities, high grade liquid debt securities and/or other liquid assets permitted by the
Commission and CFTC in a segregated custodial account in the amount prescribed. Securities held
in a segregated account cannot be sold while the futures or options position is outstanding, unless
replaced with other permissible assets, and will be marked-to-market daily. Options. As an
anticipatory hedge, the Fund may purchase put and call options on stock or other securities. A put
option embodies the right of its purchaser to compel the writer of the option to purchase from the
option holder an underlying security or its equivalent at a specified price at any time during the
option period. In contrast, a call option gives the purchaser the right to buy the underlying security
covered by the option or its equivalent from the writer of the option at the stated exercise price. As a
holder of a put option, the Fund will have the right to sell the securities underlying the option and as
the holder of a call option, the Fund will have the right to purchase the securities underlying the
option, in each case at their exercise price at any time prior to the option's expiration date. The Fund
may seek to terminate its option positions prior to their expiration by entering into closing
transactions. The ability of the Fund to enter into a closing sale transaction depends on the existence
of a liquid secondary market. There can be no assurance that a closing purchase or sale transaction
can be effected when the Fund so desires. Certain Considerations Regarding Options. The hours of
trading for options may not conform to the hours during which the underlying securities are traded.
To the extent that the options markets close before the markets for the underlying securities,
significant price and rate movements can take place in the underlying markets that cannot be
reflected in the options markets. The purchase of options is a highly specialized activity which
involves investment techniques and risks different from those associated with ordinary portfolio
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securities transactions. The purchase of options involves the risk that the premium and transaction
costs paid by the Fund in purchasing an option will be lost as a result of unanticipated movements in
prices of the securities on which the option is based. Imperfect correlation between the options and
securities markets may detract from the effectiveness of attempted hedging. Options transactions
may result in significantly higher transaction costs and portfolio turnover for the Fund. Some, but
not all, of the derivative instruments may be traded and listed on an exchange. There is no assurance
that a liquid secondary market on an options exchange will exist for any particular option, or at any
particular time, and for some options no secondary market on an exchange or elsewhere may exist.
If the Fund is unable to effect a closing sale transaction with respect to options on securities that it
has purchased, it would have to exercise the - 26 - option in order to realize any profit and would
incur transaction costs upon the purchase and sale of the underlying securities. Futures Contracts.
The Fund may enter into securities-related Futures Contracts, including security futures contracts as
an anticipatory hedge. The Fund's hedging may include sales of Futures as an offset against the
effect of expected declines in securities prices and purchases of Futures as an offset against the
effect of expected increases in securities prices. The Fund will not enter into Futures Contracts
which are prohibited under the CEA and will, to the extent required by regulatory authorities, enter
only into Futures Contracts that are traded on exchanges and are standardized as to maturity date
and underlying financial instrument. A security futures contract is a legally binding agreement
between two parties to purchase or sell in the future a specific quantity of shares of a security or of
the component securities of a narrow-based security index, at a certain price. A person who buys a
security Futures Contract enters into a contract to purchase an underlying security and is said to be
"long" the contract. A person who sells a security futures contact enters into a contract to sell the
underlying security and is said to be "short" the contract. The price at which the contract trades (the
"contract price") is determined by relative buying and selling interest on a regulated exchange.
Transaction costs are incurred when a Futures Contract is bought or sold and margin deposits must
be maintained. In order to enter into a Futures Contract, the Fund must deposit funds with its
custodian in the name of the futures commodities merchant equal to a specified percentage of the
current market value of the contract as a performance bond. Moreover, all security futures contracts
are marked-to-market at least daily, usually after the close of trading. At that time, the account of
each buyer and seller reflects the amount of any gain or loss on the security futures contract based
on the contract price established at the end of the day for settlement purposes. An open position,
either a long or short position, is closed or liquidated by entering into an offsetting transaction (i.e.,
an equal and opposite transaction to the one that opened the position) prior to the contract
expiration. Traditionally, most Futures Contracts are liquidated prior to expiration through an
offsetting transaction and, thus, holders do not incur a settlement obligation. If the offsetting
purchase price is less than the original sale price, a gain will be realized. Conversely, if the
offsetting sale price is more than the original purchase price, a gain will be realized; if it is less, a
loss will be realized. The transaction costs must also be included in these calculations. There can be
no assurance, however, that the Fund will be able to enter into an offsetting transaction with respect
to a particular Futures Contract at a particular time. If the Fund is not able to enter into an offsetting
transaction, the Fund will continue to be required to maintain the margin deposits on the Futures
Contract and the Fund may not be able to realize a gain in the value of its future position or prevent
losses from mounting. This inability to liquidate could occur, for example, if trading is halted due to
unusual trading activity in either the security futures contract or the underlying security; if trading is
halted due to recent news events involving the issuer of the underlying security; if systems failures
occur on an exchange or at the firm carrying the position; or, if the position is on an illiquid market.
Even if the Fund can liquidate its position, it may be forced to do so at a price that involves a large
loss. - 27 - Under certain market conditions, it may also be difficult or impossible to manage the risk
from open security futures positions by entering into an equivalent but opposite position in another
contract month, on another market, or in the underlying security. This inability to take positions to
limit the risk could occur, for example, if trading is halted across markets due to unusual trading
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activity in the security futures contract or the underlying security or due to recent news events
involving the issuer of the underlying security. There can be no assurance that a liquid market will
exist at a time when the Fund seeks to close out a Futures Contract position. The Fund would
continue to be required to meet margin requirements until the position is closed, possibly resulting
in a decline in the Fund's NAV. In addition, many of the contracts discussed above are relatively
new instruments without a significant trading history. As a result, there can be no assurance that an
active secondary market will develop or continue to exist. Security futures contracts that are not
liquidated prior to expiration must be settled in accordance with the terms of the contract. Some
security futures contracts are settled by physical delivery of the underlying security. At the
expiration of a security futures contract that is settled through physical delivery, a person who is
long the contract must pay the final settlement price set by the regulated exchange or the clearing
organization and take delivery of the underlying shares. Conversely, a person who is short the
contract must make delivery of the underlying shares in exchange for the final settlement price.
Settlement with physical delivery may involve additional costs. Other security futures contracts are
settled through cash settlement. In this case, the underlying security is not delivered. Instead, any
positions in such security futures contracts that are open at the end of the last trading day are settled
through a final cash payment based on a final settlement price determined by the exchange or
clearing organization. Once this payment is made, neither party has any further obligations on the
contract. As noted above, margin is the amount of funds that must be deposited by the Fund in order
to initiate futures trading and to maintain the Fund's open positions in Futures Contracts. A margin
deposit is intended to ensure the Fund's performance of the Futures Contract. The margin required
for a particular Futures Contract is set by the exchange on which the Futures Contract is traded and
may be significantly modified from time to time by the exchange during the term of the Futures
Contract. If the price of an open futures contract changes (by increase in the case of a sale or by
decrease in the case of a purchase) so that the loss on the futures contract reaches a point at which
the margin on deposit does not satisfy margin requirements, the broker will require an increase in
the margin. However, if the value of a position increases because of favorable price changes in the
futures contract so that the margin deposit exceeds the required margin, the broker will pay the
excess to the respective Fund. In computing daily NAV, the Fund will mark to market the current
value of its open futures contract. The Fund expects to earn interest income on its margin deposits. -
28 - Because of the low margin deposits required, Futures Contracts trading involves an extremely
high degree of leverage. As a result, a relatively small price movement in a Futures Contract may
result in immediate and substantial loss, as well as gain, to the investor. For example, if at the time
of purchase, 10% of the value of the Futures Contract is deposited as margin, a subsequent 10%
decrease in the value of the Futures Contract would result in a total loss of the margin deposit,
before any deduction for the transaction costs, if the account were then closed out. A 15% decrease
would result in a loss equal to 150% of the original margin deposit, if the Futures Contracts were
closed out. Thus, a purchase or sale of a Futures Contract may result in losses in excess of the
amount initially invested in the Futures Contract. However, the Fund would presumably have
sustained comparable losses if, instead of the Futures Contract, it had invested in the underlying
financial instrument and sold it after the decline. In addition to the foregoing, imperfect correlation
between the Futures Contracts and the underlying securities may prevent the Fund from achieving
the intended hedge or expose the Fund to risk of loss. Under certain market conditions, the prices of
security futures contracts may not maintain their customary or anticipated relationships to the prices
of the underlying security or index. These pricing disparities could occur, for example, when the
market for the security futures contract is illiquid, when the primary market for the underlying
security is closed, or when the reporting of transactions in the underlying security has been delayed.
In addition, the value of a position in Futures Contracts could be affected if trading is halted in
either the security futures contract or the underlying security. In certain circumstances, regulated
exchanges are required by law to halt trading in security futures contracts. For example, trading on a
particular security futures contract must be halted if trading is halted on the listed market for the
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underlying security as a result of pending news, regulatory concerns, or market volatility. Similarly,
trading of a security futures contract on a narrow-based security index must be halted under
circumstances such as where trading is halted on securities accounting for at least 50% of the market
capitalization of the index. In addition, regulated exchanges are required to halt trading in all
security futures contracts for a specified period of time when the Dow Jones Industrial Average
("DJIA") experiences one-day declines of 10%, 20% and 30%. The regulated exchanges may also
have discretion under their rules to halt trading in other circumstances - such as when the exchange
determines that the halt would be advisable in maintaining a fair and orderly market. A trading halt,
either by a regulated exchange that trades security futures or an exchange trading the underlying
security or instrument, could prevent the Fund from liquidating a position in security futures
contracts in a timely manner, which could expose the Fund to a loss. Each regulated exchange
trading a security futures contract may also open and close for trading at different times than other
regulated exchanges trading security futures contracts or markets trading the underlying security or
securities. Trading in security futures contracts prior to the opening or after the close of the primary
market for the underlying security may be less liquid than trading during regular market hours. - 29 -
Risks and Special Considerations Concerning Derivatives. In addition to the foregoing, the use of
derivative instruments involves certain general risks and considerations as described below. (1)
Market Risk. Market risk is the risk that the value of the underlying assets may go up or down.
Adverse movements in the value of an underlying asset can expose the Fund to losses. Market risk is
the primary risk associated with derivative transactions. Derivative instruments may include
elements of leverage and, accordingly, fluctuations in the value of the derivative instrument in
relation to the underlying asset may be magnified. The successful use of derivative instruments
depends upon a variety of factors, particularly the Sub-Advisor's ability to predict correctly changes
in the relationships of such hedge instruments to the Fund's portfolio holdings, and there can be no
assurance the Sub-Advisor's judgment in this respect will be accurate. Consequently, the use of
derivatives for hedging purposes might result in a poorer overall performance for the Fund, whether
or not adjusted for risk, than if the Fund had not hedged its portfolio holdings. (2) Credit Risk.
Credit risk is the risk that a loss is sustained as a result of the failure of a counterparty to comply
with the terms of a derivative instrument. The counterparty risk for exchange-traded derivatives is
generally less than for privately-negotiated or over-the-counter derivatives, since generally a
clearing agency, which is the issuer or counterparty to each exchange-traded instrument, provides a
guarantee of performance. For privately-negotiated instruments, there is no similar clearing agency
guarantee. In all transactions, the Fund will bear the risk that the counterparty will default, and this
could result in a loss of the expected benefit of the derivative transactions and possibly other losses
to the Fund. The Fund will enter into transactions in derivative instruments only with counterparties
that the Sub-Advisor reasonably believes are capable of performing under the contract. (3)
Correlation Risk. Correlation risk is the risk that there might be an imperfect correlation, or even no
correlation, between price movements of a derivative instrument and price movements of
investments being hedged. When a derivative transaction is used to completely hedge another
position, changes in the market value of the combined position (the derivative instrument plus the
position being hedged) result from an imperfect correlation between the price movements of the two
instruments. With a perfect hedge, the value of the combined position remains unchanged with any
change in the price of the underlying asset. With an imperfect hedge, the value of the derivative
instrument and its hedge are not perfectly correlated. For example, if the value of a derivative
instrument used in a short hedge (such as buying a put option or selling a futures contract) increased
by less than the decline in value of the hedged investments, the hedge would not be perfectly
correlated. This might occur due to factors unrelated to the value of the investments being hedged,
such as speculative or other pressures on the markets in which these instruments are traded. In
addition, the Fund's success in using hedging instruments is subject to the Sub-Advisor's ability to
correctly predict changes in relationships of such hedge instruments to the Fund's portfolio holdings,
and there can be no assurance that the Sub-Advisor's judgment in this respect will be accurate. An
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imperfect correlation may prevent the - 30 - Fund from achieving the intended hedge or expose the
Fund to a risk of loss. (4) Liquidity Risk. Liquidity risk is the risk that a derivative instrument
cannot be sold, closed out, or replaced quickly at or very close to its fundamental value. Generally,
exchange contracts are liquid because the exchange clearinghouse is the counterparty of every
contract. OTC transactions are less liquid than exchange-traded derivatives since they often can only
be closed out with the other party to the transaction. The Fund might be required by applicable
regulatory requirements to maintain assets as "cover," maintain segregated accounts and/or make
margin payments when it takes positions in derivative instruments involving obligations to third
parties (i.e., instruments other than purchase options). If the Fund is unable to close out its positions
in such instruments, it might be required to continue to maintain such accounts or make such
payments until the position expires, matures, or is closed out. These requirements might impair the
Fund's ability to sell a security or make an investment at a time when it would otherwise be
favorable to do so, or require that the Fund sell a portfolio security at a disadvantageous time. The
Fund's ability to sell or close out a position in an instrument prior to expiration or maturity depends
upon the existence of a liquid secondary market or, in the absence of such a market, the ability and
willingness of the counterparty to enter into a transaction closing out the position. Due to liquidity
risk, there is no assurance that any derivatives position can be sold or closed out at a time and price
that is favorable to the Fund. (5) Legal Risk. Legal risk is the risk of loss caused by the
unenforceability of a party's obligations under the derivative. While a party seeking price certainty
agrees to surrender the potential upside in exchange for downside protection, the party taking the
risk is looking for a positive payoff. Despite this voluntary assumption of risk, a counterparty that
has lost money in a derivative transaction may try to avoid payment by exploiting various legal
uncertainties about certain derivative products. (6) Systemic or "Interconnection" Risk. Systemic or
interconnection risk is the risk that a disruption in the financial markets will cause difficulties for all
market participants. In other words, a disruption in one market will spill over into other markets,
perhaps creating a chain reaction. Much of the OTC derivatives market takes place among the OTC
dealers themselves, thus creating a large interconnected web of financial obligations. This
interconnectedness raises the possibility that a default by one large dealer could create losses for
other dealers and destabilize the entire market for OTC derivative instruments. SWAP
AGREEMENTS For hedging purposes, the Fund may enter into swap agreements. A swap is a
financial instrument that typically involves the exchange of cash flows between two parties on
specified dates (settlement dates), where the cash flows are based on agreed-upon prices, rates,
indices, etc. The nominal amount on which the cash flows are calculated is called the notional
amount. Swaps are individually negotiated and structured to include exposure to a variety of - 31 -
different types of investments or market factors, such as interest rates, commodity prices, non-U.S.
currency rates, mortgage securities, corporate borrowing rates, security prices, indexes or inflation
rates. Swap agreements may increase or decrease the overall volatility of the investments of the
Fund and its share price. The performance of swap agreements may be affected by a change in the
specific interest rate, currency, or other factors that determine the amounts of payments due to and
from the Fund. If a swap agreement calls for payments by the Fund, the Fund must be prepared to
make such payments when due. In addition, if the counterparty's creditworthiness declines, the value
of a swap agreement would be likely to decline, potentially resulting in losses. Generally, swap
agreements have fixed maturity dates that are agreed upon by the parties to the swap. The agreement
can be terminated before the maturity date only under limited circumstances, such as default by one
of the parties or insolvency, among others, and can be transferred by a party only with the prior
written consent of the other party. The Fund may be able to eliminate its exposure under a swap
agreement either by assignment or by other disposition, or by entering into an offsetting swap
agreement with the same party or a similarly creditworthy party. If the counterparty is unable to
meet its obligations under the contract, declares bankruptcy, defaults or becomes insolvent, the Fund
may not be able to recover the money it expected to receive under the contract. A swap agreement
can be a form of leverage, which can magnify the Fund's gains or losses. In order to reduce the risk
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associated with leveraging, the Fund may cover its current obligations under swap agreements
according to guidelines established by the Commission. If the Fund enters into a swap agreement on
a net basis, it will be required to segregate assets with a daily value at least equal to the excess, if
any, of the Fund's accrued obligations under the swap agreement over the accrued amount the Fund
is entitled to receive under the agreement. If the Fund enters into a swap agreement on other than a
net basis, it will be required to segregate assets with a value equal to the full amount of the Fund's
accrued obligations under the agreement. Equity Swaps. In a typical equity swap, one party agrees
to pay another party the return on a security, security index or basket of securities in return for a
specified interest rate. By entering into an equity index swap, for example, the index receiver can
gain exposure to securities making up the index of securities without actually purchasing those
securities. Equity index swaps involve not only the risk associated with investment in the securities
represented in the index, but also the risk that the performance of such securities, including
dividends, will not exceed the interest that the Fund will be committed to pay under the swap.
WHEN-ISSUED AND DELAYED DELIVERY TRANSACTIONS The Fund may buy and sell
securities on a when-issued or delayed delivery basis, making payment or taking delivery at a later
date, normally within 15-45 days of the trade date. On such transactions, the payment obligation and
the interest rate are fixed at the time the buyer enters into the commitment. Beginning on the date
the Fund enters into a commitment to purchase securities on a when-issued or delayed delivery
basis, the Fund is required under rules of - 32 - the Commission to maintain in a separate account
liquid assets, consisting of cash, cash equivalents or liquid securities having a market value at all
times of at least equal to the amount of the commitment. Income generated by any such assets which
provide taxable income for U.S. federal income tax purposes is includable in the taxable income of
the Fund. The Fund may enter into contracts to purchase securities on a forward basis (i.e., where
settlement will occur more than 60 days from the date of the transaction) only to the extent that the
Fund specifically collateralizes such obligations with a security that is expected to be called or
mature within sixty days before or after the settlement date of the forward transaction. The
commitment to purchase securities on a when-issued, delayed delivery or forward basis may involve
an element of risk because at the time of delivery the market value may be less than cost.
REPURCHASE AGREEMENTS As temporary investments, the Fund may invest in repurchase
agreements. A repurchase agreement is a contractual agreement whereby the seller of securities
agrees to repurchase the same security at a specified price on a future date agreed upon by the
parties. The agreed-upon repurchase price determines the yield during the Fund's holding period.
Repurchase agreements are considered to be loans collateralized by the underlying security that is
the subject of the repurchase contract. Income generated from transactions in repurchase agreements
will be taxable. The Fund will only enter into repurchase agreements with registered securities
dealers or domestic banks that, in the opinion of the Sub-Advisor, present minimal credit risk. The
risk to the Fund is limited to the ability of the issuer to pay the agreed-upon repurchase price on the
delivery date; however, although the value of the underlying collateral at the time the transaction is
entered into always equals or exceeds the agreed-upon repurchase price, if the value of the collateral
declines there is a risk of loss of both principal and interest. In the event of default, the collateral
may be sold, but the Fund may incur a loss if the value of the collateral declines, and may incur
disposition costs or experience delays in connection with liquidating the collateral. In addition, if
bankruptcy proceedings are commenced with respect to the seller of the security, realization upon
the collateral by the Fund may be delayed or limited. The Sub-Advisor will monitor the value of the
collateral at the time the transaction is entered into and at all times subsequent during the term of the
repurchase agreement in an effort to determine that such value always equals or exceeds the
agreed-upon repurchase price. In the event the value of the collateral declines below the repurchase
price, the Fund will demand additional collateral from the issuer to increase the value of the
collateral to at least that of the repurchase price, including interest. LENDING OF PORTFOLIO
SECURITIES Although it is not the Fund's current intention, the Fund may lend its portfolio
securities to broker-dealers and banks. Any such loan must be continuously secured by collateral in
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cash or cash equivalents maintained on a current basis in an amount at least equal to the market
value of the securities loaned by the Fund. The Fund would continue to receive the equivalent of the
interest or dividends paid by the issuer on the securities loaned, and would also receive an additional
return that may be in the form of a fixed fee or a percentage of the collateral. The Fund may pay
reasonable fees for services in arranging these loans. The Fund would have the right to call the loan
and obtain the securities loaned at any time on notice of not more than five business days. - 33 - The
Fund would not have the right to vote the securities during the existence of the loan but would call
the loan to permit voting of the securities, if, in the Sub-Advisor's judgment, a material event
requiring a shareholder vote would otherwise occur before the loan was repaid. In the event of
bankruptcy or other default of the borrower, the Fund could experience both delays in liquidating
the loan collateral or recovering the loaned securities and losses, including (a) possible decline in the
value of the collateral or in the value of the securities loaned during the period while the Fund seeks
to enforce its rights thereto, (b) possible subnormal levels of income and lack of access to income
during this period, and (c) expenses of enforcing its rights. PORTFOLIO TRADING AND
TURNOVER RATE Portfolio trading will be undertaken as determined by the Fund's Sub-Advisor.
There are no limits on the rate of portfolio turnover. For the fiscal year ended November 30, 2009,
the Fund's portfolio turnover rate was approximately 43%. A higher portfolio turnover rate results in
correspondingly greater brokerage commissions and other transactional expenses that are borne by
the Fund. High portfolio turnover may also result in the Fund's recognition of gains that will be
taxable as ordinary income to the Fund. A high portfolio turnover may increase the Fund's current
and accumulated earnings and profits, resulting in a greater portion of the Fund's distributions being
treated as a dividend to the Fund's common shareholders. See "Tax Matters" in the Fund's
Prospectus and in this Statement of Additional Information. MANAGEMENT OF THE FUND
TRUSTEES AND OFFICERS The following is a list of the Trustees and officers of the Fund and a
statement of their present positions and principal occupations during the past five years, the number
of portfolios each Trustee oversees and the other directorships they hold, if applicable. The Board of
Trustees is divided into three classes: Class I, Class II and Class III. In connection with the
organization of the Fund, each Trustee has been elected for one initial term, the length of which
depends on the class, as more fully described below. Subsequently, the Trustees in each class will be
elected to serve for a term expiring at the third succeeding annual shareholder meeting subsequent to
their election at an annual meeting, in each case until their respective successors are duly elected
and qualified, as described below. The officers of the Fund serve indefinite terms. Each Trustee,
except for James A. Bowen, is an Independent Trustee. Mr. Bowen is deemed an "interested person"
(as that term is defined in the 1940 Act) ("Interested Trustee") of the Funds due to his position as
President of First Trust Advisors L.P., investment advisor to the Funds. - 34 - NUMBER OF TERM
OF OFFICE PORTFOLIOS IN OTHER POSITION AND AND YEAR FIRST FUND COMPLEX
DIRECTORSHIPS NAME, ADDRESS AND OFFICES ELECTED OR PRINCIPAL
OCCUPATIONS OVERSEEN BY HELD BY DATE OF BIRTH WITH FUND APPOINTED(2)
DURING PAST 5 YEARS TRUSTEE TRUSTEE Trustee who is an Interested Person of the Fund
-------------------------- James A. Bowen(1) President, o Class III Chief Executive Officer 67
Portfolios Trustee of 120 East Liberty Drive Chairman of the (December 2010 to Present), Wheaton
Suite 400 Board, Chief President (prior to and College Wheaton, IL 60187 Executive o 2004
including December 2005 to D.O.B.: 09/55 Officer and December 2010), First Trust Trustee
Advisors L.P. and First Trust Portfolios L.P.; Chairman of the Board of Directors, BondWave LLC
(Software Development Company/ Investment Advisor) and Stonebridge Advisors LLC (Investment
Advisor) Trustees who are not Interested Persons of the Fund -------------------------- Richard E.
Erickson Trustee o Class II Physician; President, 67 Portfolios None c/o First Trust Advisors
Wheaton Orthopedics; L.P. Co-owner and Co-Director 120 East Liberty Drive o 2004 (January
1996 to May 2007), Suite 400 Sports Med Center for Wheaton, IL 60187 Fitness; Limited Partner,
D.O.B.: 04/51 Gundersen Real Estate Limited Partnership; Member, Sportsmed LLC Thomas R.
Kadlec Trustee o Class II President (March 2010 to 67 Portfolios Director of c/o First Trust
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Advisors present), Senior Vice ADM Investor L.P. o 2004 President and Chief Services, 120 East
Liberty Drive Financial Officer (May 2007 Inc. and Suite 400 to March 2010), Vice ADM Investor
Wheaton, IL 60187 President and Chief Services D.O.B.: 11/57 Financial Officer (1990 to
International May 2007), ADM Investor Services, Inc. (Futures Commission Merchant) Robert F.
Keith Trustee o Class I President (2003 to Present), 67 Portfolios None c/o First Trust Advisors
Hibs Enterprises (Financial L.P. o 2006 and Management Consulting) 120 East Liberty Drive Suite
400 Wheaton, IL 60187 D.O.B.: 11/56 Niel B. Nielson Trustee o Class III President (2002 67
Portfolios Director of c/o First Trust Advisors to Present), Covenant Covenant L.P. o 2004 College
Transport Inc. 120 East Liberty Drive Suite 400 Wheaton, IL 60187 D.O.B.: 03/54 Officers of the
Fund ---------------------------- Mark R. Bradley Treasurer, Chief o Indefinite Chief Financial Officer
and N/A N/A 120 East Liberty Drive Financial term Chief Operating Officer Suite 400 Officer and
(December 2010 to Present), Wheaton, IL 60187 Chief Accounting First Trust Advisors L.P.
D.O.B.: 11/57 Officer o 2004 and First Trust Portfolios L.P.; Chief Financial Officer, BondWave
LLC (Software Development Company/Investment Advisor) and Stonebridge Advisors LLC
(Investment Advisor) - 35 - NUMBER OF TERM OF OFFICE PORTFOLIOS IN OTHER S
POSITION AND AND YEAR FIRST FUND COMPLEX DIRECTORSHIP NAME, ADDRESS
AND OFFICES ELECTED OR PRINCIPAL OCCUPATIONS OVERSEEN BY HELD BY DATE
OF BIRTH WITH FUND APPOINTED(2) DURING PAST 5 YEARS TRUSTEE TRUSTEE Erin
E. Chapman Assistant o Indefinite Assistant General Counsel N/A N/A 120 East Liberty Drive,
Secretary term (October 2007 to Present), Suite 400 Associate Counsel (March Wheaton, IL 60187
o 2009 2006 to October 2007), D.O.B.: 08/76 First Trust Portfolios L.P. and First Trust Advisors
L.P.; Associate Attorney (November 2003 to March 2006) Doyle & Bolotin, Ltd. James M. Dykas
Assistant o Indefinite Senior Vice President N/A N/A 120 East Liberty Drive Treasurer term (April
2007 to Present), Suite 400 Vice President (January Wheaton, IL 60187 o 2005 2005 to April 2007),
First D.O.B.: 01/66 Trust Advisors L.P. and First Trust Portfolios L.P. Christopher R. Fallow
Assistant Vice o Indefinite Assistant Vice President N/A N/A 120 East Liberty Drive President term
(August 2006 to Present), Suite 400 Associate (January 2005 to Wheaton, IL 60187 o 2006 August
2006), First Trust D.O.B.: 04/79 Advisors L.P. and First Trust Portfolios L.P. W. Scott Jardine
Secretary o Indefinite General Counsel, First N/A N/A 120 East Liberty Drive term Trust Portfolios
L.P., Suite 400 First Trust Advisors L.P. Wheaton, IL 60187 o 2004 and BondWave LLC D.O.B.:
05/60 (Software Development Company/Investment Advisor) Secretary, Stonebridge Advisors LLC
(Investment Advisor) Daniel J. Lindquist Vice President o Indefinite Senior Vice President N/A
N/A 120 East Liberty Drive term (September 2005 to Suite 400 Present), Vice President Wheaton,
IL 60187 o 2005 (April 2004 to September D.O.B: 02/70 2005), First Trust Advisors L.P. and First
Trust Portfolios L.P. Coleen D. Lynch Assistant Vice o Indefinite Assistant Vice President N/A N/A
120 East Liberty Drive President term (January 2008 to Suite 400 Present), First Trust Wheaton, IL
60187 o 2008 Advisors L.P. and First DOB: 07/58 Trust Portfolios L.P.; Vice President (May 1998
to January 2008), Van Kampen Asset Management and Morgan Stanley Investment Management
Kristi A. Maher Assistant o Indefinite Deputy General Counsel (May N/A N/A 120 East Liberty
Drive Secretary and term 2007 to Present), Assistant Suite 400 Chief Compliance General Counsel
(March 2004 Wheaton, IL 60187 Officer o 2004 to May 2007), First Trust D.O.B.: 12/66 Advisors
L.P. and First Trust Portfolios L.P. ____________________ (1) Mr. Bowen is deemed an
"interested person" of the Fund due to his position of Chief Executive Officer of First Trust
Advisors, investment Advisor of the Fund. (2) Currently, Robert F. Keith, as a Class I Trustee, is
serving as a trustee until the Fund's 2011 annual meeting of shareholders. Richard E. Erickson and
Thomas R. Kadlec, as Class II Trustees, are each serving as trustees until the Fund's 2012 annual
meeting of shareholders. James A. Bowen and Niel B. Nielson, as Class III Trustees, are each
serving as trustees until the Fund's 2013 annual meeting. Officers of the Fund have an indefinite
term. - 36 - UNITARY BOARD LEADERSHIP STRUCTURE Each Trustee serves as a trustee of
all open-end and closed-end funds in the First Trust Fund Complex (as defined below), which is
known as a "unitary" board leadership structure. Each Trustee currently serves as a trustee of the
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Fund; First Trust Series Fund and First Defined Portfolio Fund, LLC, open-end funds with two and
eight portfolios, respectively, advised by First Trust Advisors; First Trust Senior Floating Rate
Income Fund II, Macquarie/First Trust Global Infrastructure/Utilities Dividend & Income Fund,
Energy Income and Growth Fund, First Trust Enhanced Equity Income Fund, First Trust/Aberdeen
Global Opportunity Income Fund, First Trust/FIDAC Mortgage Income Fund, First Trust Strategic
High Income Fund, First Trust Strategic High Income Fund II, First Trust Strategic High Income
Fund III, First Trust/Aberdeen Emerging Opportunity Fund, First Trust Specialty Finance and
Financial Opportunities Fund, First Trust Active Dividend Income Fund and First Trust High
Income Long/Short Fund, closed-end funds advised by First Trust Advisors; and First Trust
Exchange-Traded Fund, First Trust Exchange-Traded Fund II and First Trust Exchange-Traded
AlphaDEX(R) Fund, exchange-traded funds with 44 portfolios advised by First Trust Advisors
(each a "First Trust Fund" and collectively, the "First Trust Fund Complex"). None of the Trustees
who are not "interested persons" of the Fund, nor any of their immediate family members, has ever
been a director, officer or employee of, or consultant to, First Trust Advisors, First Trust Portfolios
L.P. or their affiliates. In addition, Mr. Bowen and the other officers of the Fund (other than
Christopher Fallow) hold the same positions with the other funds in the First Trust Fund Complex as
they hold with the Fund. Mr. Fallow, Assistant Vice President of the Fund, serves in the same
position for all of the closed-end funds in the First Trust Fund Complex. The same five persons
serve as Trustees on the Fund's Board of Trustees and on the boards of all other First Trust Funds.
The unitary board structure was adopted for the First Trust Funds because of the efficiencies it
achieves with respect to the governance and oversight of the First Trust Funds. Each First Trust
Fund is subject to the rules and regulations of the 1940 Act (and other applicable securities laws),
which means that many of the First Trust Funds face similar issues with respect to certain of their
fundamental activities, including risk management, portfolio liquidity, portfolio valuation and
financial reporting. In addition, all of the First Trust closed-end funds are managed by the Advisor
and employ common service providers for custody, fund accounting, administration and transfer
agency that provide substantially similar services to these closed-end funds pursuant to substantially
similar contractual arrangements. Because of the similar and often overlapping issues facing the
First Trust Funds, including the Fund, the Board of the First Trust Funds believes that maintaining a
unitary board structure promotes efficiency and consistency in the governance and oversight of all
First Trust Funds and reduces the costs, administrative burdens and possible conflicts that may
result from having multiple boards. In adopting a unitary board structure, the Trustees seek to
provide effective governance through establishing a board, the overall composition of which will, as
a body, possesses the appropriate skills, diversity, independence and experience to oversee the
Fund's business. Annually, the Board of Trustees will review its governance structure and the
committee structures, their performance and functions and reviews any processes that would
enhance Board governance over the Fund's business. The Board of Trustees has determined that its
leadership structure, including the - 37 - unitary board and committee structure, is appropriate based
on the characteristics of the funds it serves and the characteristics of the First Trust Fund Complex
as a whole. The Fund's Board of Trustees is composed of four Independent Trustees and one
Interested Trustee. The Interested Trustee, James A. Bowen, serves as both the Chief Executive
Officer for each First Trust Fund and the Chairman of each Board in the First Trust Fund Complex.
In order to streamline communication between the Advisor and the Independent Trustees and create
certain efficiencies, the Board of Trustees has a Lead Independent Trustee who is responsible for: (i)
coordinating activities of the Independent Trustees; (ii) working with the Advisor, Fund counsel and
the independent legal counsel to the Independent Trustees to determine the agenda for Board
meetings; (iii) serving as the principal contact for and facilitating communication between the
Independent Trustees and the Fund's service providers, particularly the Advisor; and (iv) any other
duties that the Independent Trustees may delegate to the Lead Independent Trustee. The Lead
Independent Trustee is selected by the Independent Trustees and serves a two-year term (through
December 31, 2011) or until his successor is selected. Niel B. Nielson currently serves as the Lead
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Independent Trustee. The Board of Trustees has established four standing committees (as described
below) and has delegated certain of its responsibilities to those committees. The Board of Trustees
and its committees meet frequently throughout the year to oversee the Fund's activities, review
contractual arrangements with and performance of service providers, oversee compliance with
regulatory requirements, and review Fund performance. The Independent Trustees are represented
by independent legal counsel at all Board and committee meetings. Generally, the Board of Trustees
acts by majority vote of all the Trustees, including a majority vote of the Independent Trustees if
required by applicable law. The three committee chairs and the Lead Independent Trustee rotate
every two years in serving as chair of the Audit Committee, the Nominating and Governance
Committee or the Valuation Committee, or as Lead Independent Trustee. The Lead Independent
Trustee also serves on the Executive Committee with the Interested Trustee. The four standing
committees of the First Trust Fund Complex are: the Executive Committee (and Pricing and
Dividend Committee), the Nominating and Governance Committee, the Valuation Committee and
the Audit Committee. The Executive Committee, which meets between Board meetings, is
authorized to exercise all powers of and to act in the place of the Board of Trustees to the extent
permitted by the Fund's Declaration of Trust and By-Laws. The members of the Executive
Committee also serve as a special committee of the Board of Trustees known as the Pricing and
Dividend Committee, which is authorized to exercise all of the powers and authority of the Board of
Trustees in respect of the issuance and sale, through an underwritten public offering, of the Shares
of the Fund and all other such matters relating to such financing, including determining the price at
which such Shares are to be sold, approval of the final terms of the underwriting agreement, and
approval of the members of the underwriting syndicate. Such Committee is also responsible for the
declaration and setting of dividends. Mr. Nielson and Mr. Bowen are members of the Executive
Committee. - 38 - The Nominating and Governance Committee is responsible for appointing and
nominating non-interested persons to the Fund's Board of Trustees. Messrs. Erickson, Kadlec, Keith
and Nielson are members of the Nominating and Governance Committee. If there is no vacancy on
the Board of Trustees, the Board will not actively seek recommendations from other parties,
including shareholders. The Committee will not consider new trustee candidates who are 72 years of
age or older or will turn 72 years old during the initial term. The Board of Trustees has also adopted
a mandatory retirement age of 72. When a vacancy on the Board of Trustees of a First Trust Fund
occurs and nominations are sought to fill such vacancy, the Nominating and Governance Committee
may seek nominations from those sources it deems appropriate in its discretion, including
shareholders of the applicable First Trust Fund. To submit a recommendation for nomination as a
candidate for a position on the Board of Trustees, shareholders of the applicable Fund shall mail
such recommendation to W. Scott Jardine, Secretary, at the Fund's address, 120 East Liberty Drive,
Suite 400, Wheaton, Illinois 60187. Such recommendation shall include the following information:
(i) evidence of Fund ownership of the person or entity recommending the candidate (if a Fund
shareholder); (ii) a full description of the proposed candidate's background, including their
education, experience, current employment and date of birth; (iii) names and addresses of at least
three professional references for the candidate; (iv) information as to whether the candidate is an
"interested person" in relation to the Fund, as such term is defined in the 1940 Act, and such other
information that may be considered to impair the candidate's independence; and (v) any other
information that may be helpful to the Committee in evaluating the candidate. If a recommendation
is received with satisfactorily completed information regarding a candidate during a time when a
vacancy exists on the Board or during such other time as the Nominating and Governance
Committee is accepting recommendations, the recommendation will be forwarded to the Chair of
the Nominating and Governance Committee and the counsel to the Independent Trustees.
Recommendations received at any other time will be kept on file until such time as the Nominating
and Governance Committee is accepting recommendations, at which point they may be considered
for nomination. The Valuation Committee is responsible for the oversight of the pricing procedures
of the Fund. Messrs. Erickson, Kadlec, Keith and Nielson are members of the Valuation Committee.
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The Audit Committee is responsible for overseeing the Fund's accounting and financial reporting
process, the system of internal controls, audit process and evaluating and appointing independent
auditors (subject also to Board approval). Messrs. Erickson, Kadlec, Keith and Nielson serve on the
Audit Committee. RISK OVERSIGHT As part of the general oversight of the Fund, the Board of
Trustees is involved in the risk oversight of the Fund. The Board of Trustees has adopted and
periodically reviews policies and procedures designed to address the Fund's risks. Oversight of
investment and compliance risk, including oversight of the Sub-Advisor, is performed primarily at
the Board level in conjunction with the Advisor's investment oversight group and the Fund's Chief
Compliance Officer ("CCO"). Oversight of other risks also occurs at the committee level. The
Advisor's investment oversight group reports to the Board of Trustees at quarterly meetings
regarding, among other things, Fund performance and the - 39 - various drivers of such performance
as well as information related to the Sub-Advisor and its operations and processes. The Board of
Trustees reviews reports on the Fund's and the service providers' compliance policies and
procedures at each quarterly Board meeting and receives an annual report from the CCO regarding
the operations of the Fund's and the service providers' compliance programs. In addition, the
Independent Trustees meet privately each quarter with the CCO. The Audit Committee reviews with
the Advisor the Fund's major financial risk exposures and the steps the Advisor has taken to monitor
and control these exposures, including the Fund's risk assessment and risk management policies and
guidelines. The Audit Committee also, as appropriate, reviews in a general manner the processes
other Board committees have in place with respect to risk assessment and risk management. The
Nominating and Governance Committee monitors all matters related to the corporate governance of
the Fund. The Valuation Committee monitors valuation risk and compliance with the Fund's
Valuation Procedures and oversees the pricing agents and actions by the Advisor's Pricing
Committee with respect to the valuation of portfolio securities. BOARD DIVERSIFICATION AND
TRUSTEE QUALIFICATIONS As described above, the Nominating and Governance Committee
of the Board of Trustees oversees matters related to the nomination of Trustees. The Nominating
and Governance Committee seeks to establish an effective Board with an appropriate range of skills
and diversity, including, as appropriate, differences in background, professional experience,
education, vocations, and other individual characteristics and traits in the aggregate. Each Trustee
must meet certain basic requirements, including relevant skills and experience, time availability, and
if qualifying as an Independent Trustee, independence from the Advisor, Sub-Advisor, underwriters
or other service providers, including any affiliates of these entities. Listed below for each current
Trustee are the experiences, qualifications and attributes that led to the conclusion, as of the date of
this Statement of Additional Information, that each Trustee should serve as a trustee. Richard E.
Erickson, M.D., is an orthopedic surgeon and President of Wheaton Orthopedics. He also has been a
co-owner and director of a fitness center and a limited partner of two real estate companies. Dr.
Erickson has served as a Trustee of each First Trust Fund since its inception. Dr. Erickson has also
served as the Lead Independent Trustee (2008 - 2009), Chairman of the Nominating and
Governance Committee (2003 - 2007) and Chairman of the Valuation Committee (June 2006 - 2007
and since 2010) of the First Trust Funds. Thomas R. Kadlec is President of ADM Investor Services
Inc. ("ADMIS"), a futures commission merchant and wholly-owned subsidiary of the Archer
Daniels Midland Company ("ADM"). Mr. Kadlec has been employed by ADMIS and its affiliates
since 1990 in various accounting, financial, operations and risk management capacities. Mr. Kadlec
serves on the boards of several international affiliates of ADMIS and is a member of ADM's
Integrated Risk Committee, which is tasked with the duty of implementing and communicating
enterprise-wide risk management. Mr. Kadlec has served as a Trustee of each First Trust closed-end
fund since its inception. Mr. Kadlec has also served on the Executive Committee since the
organization of the first First Trust closed-end fund in 2003 until he was elected as the first Lead
Independent Trustee in December 2005, serving as - 40 - such through 2007. He also served as
Chairman of the Valuation Committee (2008 - 2009) and currently serves as Chairman of the Audit
Committee (since 2010) of the First Trust Funds. Robert F. Keith is President of Hibs Enterprises, a
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financial and management consulting firm. Mr. Keith has been with Hibs Enterprises since 2004.
Prior thereto, Mr. Keith spent 18 years with ServiceMaster and Aramark, including three years as
President and COO of ServiceMaster Consumer Services, where he led the initial expansion of
certain products overseas, five years as President and COO of ServiceMaster Management Services
and two years as President of Aramark ServiceMaster Management Services. Mr. Keith is a certified
public accountant and also has held the positions of Treasurer and Chief Financial Officer of
ServiceMaster, at which time he oversaw the financial aspects of ServiceMaster's expansion of its
Management Services division into Europe, the Middle East and Asia. Mr. Keith has served as a
Trustee of the First Trust Funds since June 2006. Mr. Keith has also served as the Chairman of the
Audit Committee (2008 - 2009) of the First Trust Funds and currently serves as Chairman of the
Nominating and Governance Committee (since 2010) of the First Trust Funds. Niel B. Nielson,
Ph.D., has served as the President of Covenant College since 2002. Mr. Nielson formerly served as a
partner and trader (of options and futures contracts for hedging options) for Ritchie Capital Markets
Group (1996 - 1997), where he held an administrative management position at this proprietary
derivatives trading company. He also held prior positions in new business development for
ServiceMaster Management Services Company, and in personnel and human resources for
NationsBank of North Carolina, N.A. and Chicago Research and Trading Group, Ltd. ("CRT"). His
international experience includes serving as a director of CRT Europe, Inc. for two years, directing
out of London all aspects of business conducted by the U.K. and European subsidiary of CRT. Prior
to that, Mr. Nielson was a trader and manager at CRT in Chicago. Mr. Nielson has served as a
Trustee of each First Trust Fund since its inception. Mr. Nielson has also served as the Chairman of
the Audit Committee (2003 - 2006), Chairman of the Nominating and Governance Committee (2008
- 2009) and currently serves as Lead Independent Trustee (since 2010) of the First Trust Funds.
James A. Bowen is President and Chief Executive Officer of the First Trust Funds and Chief
Executive Officer of First Trust Advisors L.P. and First Trust Portfolios L.P. Mr. Bowen is involved
in the day-to-day management of the First Trust Funds and serves on the Executive Committee. He
has over 26 years of experience in the investment company business in sales, sales management and
executive management. Mr. Bowen has served on the Board of Trustees for Wheaton College since
October 2005. Mr. Bowen has served as a Trustee of each First Trust Fund since its inception. Each
trust in the First Trust Fund Complex pays each Trustee who is not an officer or employee of First
Trust Advisors, any sub-advisor or any of their affiliates ("Independent Trustees") an annual retainer
of $10,000 per trust for the first 14 trusts in the First Trust Fund Complex and an annual retainer of
$7,500 per trust for each subsequent trust added to the First Trust Fund Complex. The annual
retainer is allocated equally among each of the trusts. In addition, for all the trusts in the First Trust
Fund Complex, Mr. Nielson is paid annual compensation of $10,000 to serve as the Lead
Independent Trustee, - 41 - Mr. Kadlec is paid annual compensation of $5,000 to serve as the
chairman of the Audit Committee, Dr. Erickson is paid annual compensation of $2,500 to serve as
chairman of the Valuation Committee and Mr. Keith is paid annual compensation of $2,500 to serve
as the chairman of the Nominating and Governance Committee. Each chairman and the Lead
Independent Trustee will serve a two year term expiring December 31, 2011 before rotating to serve
as a chairman of another committee or as Lead Independent Trustee. The annual compensation is
allocated equally among each of the trusts in the First Trust Fund Complex. Trustees are also
reimbursed by the investment companies in the First Trust Fund Complex for travel and
out-of-pocket expenses incurred in connection with all meetings. The following table sets forth
compensation paid by the Fund during the Fund's last fiscal year to each of the Trustees and total
compensation paid to each of the Trustees by the First Trust Fund Complex for a full calendar year.
The Fund has no retirement or pension plans. The officers and the Trustee who are "interested
persons" as designated above serve without any compensation from the Fund. TOTAL
COMPENSATION AGGREGATE FROM FUND AND NAME OF TRUSTEE COMPENSATION
FROM FUND (1) FUND COMPLEX(2) James A. Bowen $0 $0 Richard E. Erickson $9,816
$167,426 Thomas R. Kadlec $9,816 $169,463 Robert F. Keith $9,743 $167,426 Niel B. Nielson
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$10,318 $179,633 ____________________ (1) The compensation paid by the Fund to the Trustees
for the last fiscal year for services to the Fund. (2) The total compensation paid to Messrs. Erickson,
Kadlec, Keith and Nielson, Independent Trustees, from the Fund and the First Trust Fund Complex
for a full calendar year is based on estimated compensation to be paid to these Trustees for a full
calendar year for services as Trustees to the Fund and the First Defined Portfolio Fund, LLC, an
open-end fund (with eight portfolios), the First Trust Exchange-Traded Fund, First Trust
Exchange-Traded Fund II and the First Trust Exchange-Traded AlphaDEX(R) Fund,
exchange-traded funds, plus estimated compensation to be paid to these Trustees by the First Trust
Senior Floating Rate Income Fund II, the Macquarie/First Trust Global Infrastructure/Utilities
Dividend & Income Fund, the First Trust Enhanced Equity Income Fund, the First Trust/Aberdeen
Global Opportunity Income Fund, the First Trust/FIDAC Mortgage Income Fund, the First Trust
Strategic High Income Fund, the First Trust Strategic High Income Fund II, First Trust Strategic
High Income Fund III, the First Trust Tax-Advantaged Preferred Income Fund, the First
Trust/Aberdeen Emerging Opportunity Fund, the First Trust Specialty Finance and Financial
Opportunities Fund, the First Trust Active Dividend Income Fund and the First Trust High Income
Long/Short Fund. As of December 31, 2010, the Fund had three employees. Its officers are
compensated by First Trust Advisors. Shareholders of the Fund will elect certain Trustees at the next
annual meeting of shareholders. The following table sets forth the dollar range of equity securities
beneficially owned by the Trustees in the Fund and in other funds overseen by the Trustees in the
First Trust Fund Complex as of December 31, 2010: - 42 - AGGREGATE DOLLAR RANGE OF
EQUITY SECURITIES IN DOLLAR RANGE OF ALL REGISTERED INVESTMENT
COMPANIES EQUITY SECURITIES OVERSEEN BY TRUSTEE IN TRUSTEE IN THE FUND
FIRST TRUST FUND COMPLEX James A. Bowen None $50,001 - $100,000 Richard E. Erickson
$1 - $10,000 $50,001 - $100,000 Thomas R. Kadlec $10,000 - $50,000 Over $100,000 Robert F.
Keith None Over $100,000 Niel B. Nielson $1 - $10,000 Over $100,000 As of December 31, 2010,
the Trustees of the Fund who are not "interested persons" of the Fund and immediate family
members do not own beneficially or of record any class of securities of an investment Advisor or
principal underwriter of the Fund or any person directly or indirectly controlling, controlled by, or
under common control with an investment Advisor or principal underwriter of the Fund. CONTROL
PERSONS As of December 31, 2010, no person owned of record or beneficially more than 5% of
the Fund's common shares. INVESTMENT ADVISOR First Trust Advisors L.P., 120 East Liberty
Drive, Suite 400, Wheaton, Illinois 60187, is the investment Advisor to the Fund. First Trust
Advisors serves as investment Advisor or portfolio supervisor to investment portfolios with
approximately $46 billion in assets which it managed or supervised as of February 28, 2011. As
investment Advisor, First Trust Advisors provides the Fund with professional investment
supervision and management and permits any of its officers or employees to serve without
compensation as Trustees or officers of the Fund if elected to such positions. First Trust Advisors
supervises the activities of the Fund's Sub-Advisor and provides the Fund with certain other services
necessary with the management of the portfolio. First Trust Advisors is an Illinois limited
partnership formed in 1991 and an investment Advisor registered with the Commission under the
Investment Advisers Act of 1940 (the "Advisers Act"). First Trust Advisors is a limited partnership
with one limited partner, Grace Partners of DuPage L.P. ("Grace Partners"), and one general partner,
The Charger Corporation. Grace Partners is a limited partnership with one general partner, The
Charger Corporation, and a number of limited partners. Grace Partners' and The Charger
Corporation's primary business is investment advisory and broker/dealer services through their
ownership interests. The Charger Corporation is an Illinois corporation controlled by James A.
Bowen, Chief Executive Officer of the Advisor. First Trust Advisors is controlled by Grace Partners
and The Charger Corporation. - 43 - First Trust Advisors is also Advisor or sub-advisor to 20 mutual
funds, 44 exchange-traded funds and 13 closed-end funds (including the Fund) and is the portfolio
supervisor of certain unit investment trusts sponsored by First Trust Portfolios L.P. First Trust
Portfolios specializes in the underwriting, trading and distribution of unit investment trusts and other
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securities. First Trust Portfolios L.P., an Illinois limited partnership formed in 1991, took over the
First Trust product line and acts as sponsor for successive series of The First Trust Combined Series,
FT Series (formerly known as The First Trust Special Situations Trust), the First Trust Insured
Corporate Trust, The First Trust of Insured Municipal Bonds and The First Trust GNMA. The First
Trust product line commenced with the first insured unit investment trust in 1974 and to date, more
than $150 billion in gross assets have been deposited in First Trust Portfolios L.P. unit investment
trusts. First Trust Advisors acts as investment Advisor to the Fund pursuant to an Investment
Management Agreement. The Investment Management Agreement continues in effect from year to
year so long as its continuation is approved at least annually by the Trustees including a majority of
the Trustees who are not parties to such agreement or interested persons of any such party except in
their capacity as Trustees of the Fund, or the vote of a majority of the outstanding voting securities
of the Fund. It may be terminated at any time without the payment of any penalty upon 60 days'
written notice by either party, or by action of the Board or by a majority vote of the outstanding
voting securities of the Fund (accompanied by appropriate notice), and will terminate automatically
upon assignment. The Investment Management Agreement may also be terminated, at any time,
without payment of any penalty, by the Board or by vote of a majority of the outstanding voting
securities of the Fund, in the event that it shall have been established by a court of competent
jurisdiction that the Advisor, or any officer or director of the Advisor, has taken any action which
results in a breach of the covenants of the Advisor set forth in the Investment Management
Agreement. The Investment Management Agreement provides that First Trust Advisors shall not be
liable for any loss sustained by reason of the purchase, sale or retention of any security, whether or
not such purchase, sale or retention shall have been based upon the investigation and research made
by any other individual, firm or corporation, if such recommendation shall have been selected with
due care and in good faith, except loss resulting from willful misfeasance, bad faith or gross
negligence on the part of the Advisor in performance of its obligations and duties, or by reason of its
reckless disregard of its obligations and duties under the Investment Management Agreement.
Pursuant to the Investment Management Agreement between the Advisor and the Fund, the Fund
has agreed to pay for the services and facilities provided by the Advisor an annual management fee,
payable on a monthly basis, equal to 1.00% of the Fund's Managed Assets. For purposes of
calculation of the management fee, the Fund's "Managed Assets" means the average daily gross
asset value of the Fund (which includes assets attributable to the Fund's Preferred Shares, if any, and
the principal amount of borrowings), minus the sum of the Fund's accrued and unpaid dividends on
any outstanding Preferred Shares and accrued liabilities (other than the principal amount of any
borrowings incurred, commercial paper or notes or other forms of indebtedness issued by the Fund
and the liquidation preference of any outstanding Preferred Shares). - 44 - In addition to the fee of
the Advisor, the Fund pays all other costs and expenses of its operations, including compensation of
its Trustees (other than the Trustee affiliated with the Advisor), custodian, transfer agent,
administrative, accounting and dividend disbursing expenses, legal fees, leverage expenses,
expenses of independent auditors, expenses of repurchasing shares, expenses of preparing, printing
and distributing shareholder reports, notices, proxy statements and reports to governmental agencies,
and taxes, if any. All fees and expenses are accrued daily and deducted before payment of dividends
to investors. Pursuant to a sub-advisory agreement among the Fund, the Advisor and the
Sub-Advisor, (the "Sub-Advisory Agreement"), the Sub-Advisor receives a portfolio management
fee equal to 0.50% of the Fund's Managed Assets. The Sub-Advisor's fee is paid by the Advisor out
of the Advisor's management fee. Because the fee paid to the Advisor and by the Advisor to the
Sub-Advisor will be calculated on the basis of the Fund's Managed Assets, which include the
proceeds of leverage, the dollar amount of the Advisor's and Sub-Advisor's fees will be higher (and
the Advisor and Sub-Advisor will be benefited to that extent) when leverage is utilized. In this
regard, if the Fund uses leverage in the amount equal to 24% of the Fund's Managed Assets (after
their issuance), the Fund's management fee would be 1.31% of net assets attributable to common
shares. See "Summary of Fund Expenses" in the Fund's Prospectus. CODE OF ETHICS The Fund,
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the Advisor and the Sub-Advisor have each adopted codes of ethics under Rule 17j-1 under the 1940
Act. These codes permit personnel subject to the code to invest in securities, including securities
that may be purchased or held by the Fund. These codes can be reviewed and copied at the
Commission's Public Reference Room in Washington, D.C. Information on the operation of the
Public Reference Room may be obtained by calling the Commission at (202) 551-8090. The codes
of ethics are available on the EDGAR Database on the Commission's website (http://www.sec.gov),
and copies of these codes may be obtained, after paying a duplicating fee, by electronic request at
the following e-mail address: publicinfo@sec.gov, or by writing the Commission Public Reference
Section, Washington, D.C. 20549-0102. PROXY VOTING PROCEDURES The Fund has adopted a
proxy voting policy that seeks to ensure that proxies for securities held by the Fund are voted
consistently and solely in the best economic interests of the Fund. The Board of Trustees is
responsible for oversight of the Fund's proxy voting process. The Board has delegated day-to-day
proxy voting responsibility to Energy Income Partners. Energy Income Partners' Proxy Voting
Policy is set forth in Appendix B to the Statement of Additional Information. Information regarding
how the Fund voted proxies relating to portfolio securities is available: (i) without charge, upon
request, by calling (800) - 45 - 621-1675; (ii) on the Fund's website at http://www.ftportfolios.com;
and (iii) by accessing the Commission's website at http://www.sec.gov. SUB-ADVISOR Energy
Income Partners serves as the Fund's Sub-Advisor. In this capacity, Energy Income Partners is
responsible for the selection and on-going monitoring of the securities in the Fund's investment
portfolio. Energy Income Partners, located at 49 Riverside Avenue, Westport, Connecticut 06880, is
a registered investment Advisor and serves as investment Advisor or portfolio supervisor to
investment portfolios with approximately $785 million of assets as of February 28, 2011. Energy
Income Partners is a Delaware limited liability company and an SEC-registered investment Advisor,
founded in October 2003 by James J. Murchie to provide professional asset management services in
the area of energy related master limited partnerships and other high payout securities in the energy
sector. In addition to serving as Sub-Advisor to the Fund, Energy Income Partners serves as the
investment manager to three unregistered investment companies and one private registered
investment company for high net worth individuals and institutions. Energy Income Partners mainly
focuses on portfolio companies that operate infrastructure assets such as pipelines, storage and
terminals that receive fee-based or regulated income from their customers. Energy Income Partners
currently has a staff of seven persons. First Trust Capital Partners, LLC, an affiliate of the Advisor,
purchased, through a wholly-owned subsidiary, a 20% ownership interest in each of the
Sub-Advisor and EIP Partners, LLC, a Delaware limited liability company and affiliate of the
Sub-Advisor. James J. Murchie is the Founder, Chief Executive Officer, co-portfolio manager and a
Principal of Energy Income Partners. After founding Energy Income Partners in October 2003, Mr.
Murchie and the Energy Income Partners investment team joined Pequot Capital Management Inc.
("Pequot Capital") in December 2004. In August 2006, Mr. Murchie and the Energy Income
Partners investment team left Pequot Capital and re-established Energy Income. Prior to founding
Energy Income Partners, Mr. Murchie was a Portfolio Manager at Lawhill Capital Partners, LLC
("Lawhill Capital"), a long/short equity hedge fund investing in commodities and equities in the
energy and basic industry sectors. Before Lawhill Capital, Mr. Murchie was a Managing Director at
Tiger Management, LLC, where his primary responsibility was managing a portfolio of investments
in commodities and related equities. Mr. Murchie was also a Principal at Sanford C. Bernstein. He
began his career at British Petroleum, PLC. Mr. Murchie holds a BA from Rice University and an
MA from Harvard University. Eva Pao is a Principal of Energy Income Partners and is co-portfolio
manager for all its funds. She has been with Energy Income Partners since inception in 2003. From
2005 to mid-2006, Ms. Pao joined Pequot Capital Management during Energy Income Partners'
affiliation with Pequot. Prior to Harvard Business School, Ms. Pao was a Manager at Enron Corp
where she managed a portfolio in Canadian oil and gas equities for Enron's internal hedge fund that
- 46 - specialized in energy-related equities and managed a natural gas trading book. Ms. Pao holds
degrees from Rice University and Harvard Business School. Linda Longville is the Research
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Director and a Principal of Energy Income Partners. Ms. Longville has been with Energy Income
Partners since its inception in 2003, including the time the Energy Income Partners investment team
spent at Pequot Capital between December 2004 and July 2006. From April 2001 through
September 2003, she was a research analyst for Lawhill Capital. Prior to Lawhill Capital, Ms.
Longville held positions in finance and business development at British Petroleum, PLC and
Advanced Satellite Communications, Inc. She has a BAS from Miami University (Ohio) and an MA
from Case Western Reserve University. Saul Ballesteros is the Head of Trading and a Principal of
Energy Income Partners. Mr. Ballesteros joined Energy Income Partners in 2006 after six years as a
proprietary trader at FPL Group and Mirant Corp. From 1994 through 1999, he was with Enron's
internal hedge fund in various positions of increased responsibility, and, from 1991 through 1994,
Mr. Ballesteros was a manager of financial planning at IBM. Mr. Ballesteros holds a BS from Duke
University and an MBA from Northwestern University.
-------------------------------------------------------------------------------- NUMBER OF OTHER
ACCOUNTS MANAGED AND ASSETS BY ACCOUNT TYPE AS OF DECEMBER 31, 2010
-------------------------------------------------------------------------------- REGISTERED INVESTMENT
COMPANIES OTHER POOLED (OTHER THAN THE FUND) INVESTMENT VEHICLES
OTHER ACCOUNTS -------------------------- ---------------------------- ------------------------ Number: 1
Number: 3 Number: 12 Assets: $97 million Assets: $113 million Assets: $7.6 million
-------------------------- ---------------------------- ------------------------ Actual or apparent conflicts of
interest may arise when a portfolio manager has day-to-day management responsibilities with
respect to more than one fund or other account. More specifically, portfolio managers who manage
multiple funds and /or other accounts may be presented with one or more of the potential conflicts
described below. The management of multiple funds and/or other accounts may result in a portfolio
manager devoting unequal time and attention to the management of each fund and/or other account.
The Sub-Advisor seeks to manage such competing interests for the time and attention of a portfolio
manager by having the portfolio manager focus on a particular investment discipline. Most other
accounts managed by a portfolio manager are managed using the same investment models that are
used in connection with the management of the Fund. If a portfolio manager identifies a limited
investment opportunity which may be suitable for more than one fund or other account, a fund may
not be able to take full advantage of that opportunity due to an allocation of filled purchase or sale
orders across all eligible funds and other accounts. To deal with these situations, the Sub-Advisor
has adopted procedures for allocating portfolio transactions across multiple accounts. - 47 - With
respect to securities transactions for the Fund, the Sub-Advisor determines which broker to use to
execute each order, consistent with its duty to seek best execution of the transaction. However, with
respect to certain other accounts (such as mutual funds for which the Sub-Advisor acts as
sub-advisor, other pooled investment vehicles that are not registered mutual funds, and other
accounts managed for organizations and individuals), the Sub-Advisor may be limited by the client
with respect to the selection of brokers or may be instructed to direct trades through a particular
broker. In these cases, trades for a fund in a particular security may be placed separately from, rather
than aggregated with, such other accounts. Having separate transactions with respect to a security
may temporarily affect the market price of the security or the execution of the transaction, or both,
to the possible detriment of such fund or other account(s) involved. The Sub-Advisor, the Advisor
and the Fund have adopted certain compliance procedures which are designed to address these types
of conflicts. However, there is no guarantee that such procedures will detect each and every
situation in which a conflict arises. The Sub-Advisor, subject to the Board of Trustees' and Advisor's
supervision, provides the Fund with discretionary investment services. Specifically, the Sub-Advisor
is responsible for managing the investments of the Fund in accordance with the Fund's investment
objective, policies and restrictions as provided in the Prospectus and this Statement of Additional
Information, as may be subsequently changed by the Board of Trustees and communicated to the
Sub-Advisor in writing. The Sub-Advisor further agrees to conform to all applicable laws and
regulations of the Commission in all material respects and to conduct its activities under the
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Sub-Advisory Agreement in all material respects in accordance with applicable regulations of any
governmental authority pertaining to its investment advisory services. In the performance of its
duties, the Sub-Advisor will in all material respects satisfy any applicable fiduciary duties it may
have to the Fund, will monitor the Fund's investments, and will comply with the provisions of the
Fund's Declaration of Trust and By-laws, as amended from time to time, and the stated investment
objective, policies and restrictions of the Fund. The Sub-Advisor is responsible for effecting all
security transactions for the Fund's assets. The Sub-Advisory Agreement provides that the
Sub-Advisor shall not be liable for any loss suffered by the Fund or the Advisor (including, without
limitation, by reason of the purchase, sale or retention of any security) in connection with the
performance of the Sub-Advisor's duties under the Sub-Advisory Agreement, except for a loss
resulting from willful misfeasance, bad faith or gross negligence on the part of the Sub-Advisor in
performance of its duties under such Sub-Advisory Agreement, or by reason of its reckless disregard
of its obligations and duties under such Sub-Advisory Agreement. Pursuant to the Sub-Advisory
Agreement among the Advisor, the Sub-Advisor and the Fund, the Advisor has agreed to pay for the
services and facilities provided by the Sub-Advisor through sub-advisory fees. The Sub-Advisor
receives a portfolio management fee equal to 0.50% of the Fund's Managed Assets. The
Sub-Advisor's fee is paid by the Advisor out of the Advisor's management fee. From the
commencement of the Fund's operations through September 13, 2007, the Fund paid the Advisor
$5,594,220 of which $2,822,136 was paid by the Advisor to the Predecessor Sub-Advisor. From
September 14, 2007 through December 31, - 48 - 2010, the Fund paid the Advisor $7,157,322 of
which $3,578,661 was paid by the Advisor to the Sub-Advisor. See "Summary of Fund Expenses"
and "Management of the Fund -- Investment Management Agreement" in the Fund's Prospectus.
The Sub-Advisory Agreement may be terminated without the payment of any penalty by First Trust
Advisors, the Fund's Board of Trustees, or a majority of the outstanding voting securities of the
Fund (as defined in the 1940 Act), upon 60 days' written notice to the Sub-Advisor. All fees and
expenses are accrued daily and deducted before payment of dividends to investors. The
Sub-Advisory Agreement has been approved by the Board of Trustees, including a majority of the
Independent Trustees of the Fund, and the common shareholders of the Fund. PORTFOLIO
TRANSACTIONS AND BROKERAGE Subject to the supervision of the Board of Trustees, the
Sub-Advisor is responsible for decisions to buy and sell securities for the Fund and for the
placement of the Fund's securities business, the negotiation of the commissions to be paid on
brokered transactions, the prices for principal trades in securities, and the allocation of portfolio
brokerage and principal business. It is the policy of the Sub-Advisor to seek the best execution at the
best security price available with respect to each transaction, and with respect to brokered
transactions in light of the overall quality of brokerage and research services provided to the
Sub-Advisor and its advisees. The best price to the Fund means the best net price without regard to
the mix between purchase or sale price and commission, if any. Purchases may be made from
underwriters, dealers, and, on occasion, the issuers. Commissions will be paid on the Fund's futures
and options transactions, if any. The purchase price of portfolio securities purchased from an
underwriter or dealer may include underwriting commissions and dealer spreads. The Fund may pay
mark-ups on principal transactions. In selecting broker/dealers and in negotiating commissions, the
Sub-Advisor considers, among other things, the firm's reliability, the quality of its execution
services on a continuing basis and its financial condition. The selection of a broker-dealer may take
into account the sale of products sponsored or advised by the Sub-Advisor and/or its affiliates. If
approved by the Fund's Board of Trustees, the Sub-Advisor may select an affiliated broker-dealer to
effect transactions in the Fund, so long as such transactions are consistent with Rule 17e-1 under the
1940 Act. The Fund paid brokerage commissions in the amounts of $428, 905, $316,694 and
$402,583 in 2010, 2009 and 2008, respectively. The Fund did not pay any brokerage commissions
to any affiliated persons of the Fund. Section 28(e) of the Securities Exchange Act of 1934, as
amended ("Section 28(e)"), permits an investment Advisor, under certain circumstances, to cause an
account to pay a broker or dealer who supplies brokerage and research services a commission for
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effecting a transaction in excess of the amount of commission another broker or dealer would have
charged for effecting the transaction. Brokerage and research services include (a) furnishing advice
as to the value of securities, the advisability of investing, purchasing or selling securities, and the
availability of securities or purchasers or sellers of securities; (b) furnishing analyses and reports
concerning issuers, industries, securities, economic factors and trends, portfolio strategy, and the
performance of - 49 - accounts; and (c) effecting securities transactions and performing functions
incidental thereto (such as clearance, settlement, and custody). In light of the above, in selecting
brokers, the Sub-Advisor may consider investment and market information and other research, such
as economic, securities and performance measurement research, provided by such brokers, and the
quality and reliability of brokerage services, including execution capability, performance, and
financial responsibility. Accordingly, the commissions charged by any such broker may be greater
than the amount another firm might charge if the Sub-Advisor determines in good faith that the
amount of such commissions is reasonable in relation to the value of the research information and
brokerage services provided by such broker to the Sub-Advisor or the Fund. The Sub-Advisor
believes that the research information received in this manner provides the Fund with benefits by
supplementing the research otherwise available to the Fund. The investment advisory fees paid by
the Fund to the Advisor under the Investment Management Agreement is not reduced as a result of
receipt by the Advisor or the Sub-Advisor of research services. The Advisor and Sub-Advisor may
place portfolio transactions for other advisory accounts advised by them, and research services
furnished by firms through which the Fund effects its securities transactions may be used by the
Sub-Advisor in servicing all of its accounts; not all of such services may be used by the
Sub-Advisor in connection with the Fund. The Sub-Advisor believes it is not possible to measure
separately the benefits from research services to each of the accounts (including the Fund) they
advise. Because the volume and nature of the trading activities of the accounts are not uniform, the
amount of commissions in excess of those charged by another broker paid by each account for
brokerage and research services will vary. However, the Sub-Advisor believes such costs to the
Fund will not be disproportionate to the benefits received by the Fund on a continuing basis. The
Sub-Advisor seeks to allocate portfolio transactions equitably whenever concurrent decisions are
made to purchase or sell securities by the Fund and another advisory account. In some cases, this
procedure could have an adverse effect on the price or the amount of securities available to the
Fund. In making such allocations between the Fund and other advisory accounts, the main factors
considered by the Sub-Advisor are the investment objective, the relative size of portfolio holding of
the same or comparable securities, the availability of cash for investment and the size of investment
commitments generally held, and the opinions of the persons responsible for recommending
investments to the Fund and such other accounts and funds. CERTAIN PROVISIONS IN THE
DECLARATION OF TRUST AND BY-LAWS Under Massachusetts law, shareholders could, in
certain circumstances, be held personally liable for the obligations of the Fund. However, the
Declaration of Trust (the "Declaration") contains an express disclaimer of shareholder liability for
debts or obligations of the Fund and requires that notice of such limited liability be given in each
agreement, obligation or instrument entered into or executed by the Fund or the Trustees. The
Declaration further provides for indemnification out of the assets and property of the Fund for all
loss and expense of any shareholder held personally liable for the obligations of the Fund solely by
reason of his or her being a shareholder. Thus, the risk of a - 50 - shareholder incurring financial
loss on account of shareholder liability is limited to circumstances in which the Fund would be
unable to meet its obligations. The Fund believes that the likelihood of such circumstances is
remote. The Declaration and By-Laws include provisions that could limit the ability of other entities
or persons to acquire control of the Fund or to convert the Fund to open-end status. The number of
trustees is currently five, but by action of two-thirds of the trustees, the Board of Trustees may from
time to time be increased or decreased. The Board of Trustees is divided into three classes of
trustees serving staggered three-year terms, with the terms of one class expiring at each annual
meeting of shareholders. If the Fund issues Preferred Shares, the Fund may establish a separate class

Edgar Filing: Standard Financial Corp. - Form 424B3

Table of Contents 114



for the trustees elected by the holders of the Preferred Shares. Subject to applicable provisions of the
1940 Act, vacancies on the Board of Trustees may be filled by a majority action of the remaining
trustees. Such provisions may work to delay a change in the majority of the Board of Trustees. The
provisions of the Declaration of Trust relating to the election and removal of trustees may be
amended only by a vote of two-thirds of the trustees then in office. The By-Laws may be amended
only by the Board of Trustees. Generally, the Declaration requires the affirmative vote or consent by
holders of at least two-thirds of the shares outstanding and entitled to vote, except as described
below, to authorize (1) a conversion of the Fund from a closed-end to an open-end investment
company, (2) a merger or consolidation of the Fund with any corporation, association, trust or other
organization, including a series or class of such other organization (other than a merger,
consolidation, reorganization or sale of assets with an acquiring fund that is not an operating entity
immediately prior to the transaction), (3) a sale, lease or exchange of all or substantially all of the
Fund's assets (other than in the regular course of business of the Fund, sales of assets in connection
with the termination of the Fund as provided in the Declaration of Trust, or sale of assets with an
acquiring fund that is not an operating entity immediately prior to the transaction), (4) in certain
circumstances, a termination of the Fund, (5) removal of Trustees by shareholders, or (6) certain
transactions in which a Principal Shareholder (as defined below) is a party to the transactions.
However, with respect to items (1), (2) and (3) above, if the applicable transaction has been already
approved by the affirmative vote of two-thirds of the Trustees, then the majority of the outstanding
voting securities as defined in the 1940 Act (a "Majority Shareholder Vote") is required. In addition,
if there are then preferred shares outstanding, with respect to (1) above, two-thirds of the preferred
shares voting as a separate class shall also be required unless the action has already been approved
by two-thirds of the Trustees, in which case then a Majority Shareholder Vote is required. Such
affirmative vote or consent shall be in addition to the vote or consent of the holders of the shares
otherwise required by law or by the terms of any class or series of preferred shares, whether now or
hereafter authorized, or any agreement between the Fund and any national securities exchange.
Further, in the case of items (2) or (3) that constitute a plan of reorganization (as such term is used
in the 1940 Act) which adversely affects the preferred shares within the meaning of section
18(a)(2)(D) of the 1940 Act, except as may otherwise be required by law, the approval of the action
in question will also require the affirmative vote of two thirds of the preferred shares voting as a
separate class provided, however, that such separate class vote shall be by a Majority Shareholder
Vote if the action in question has previously been approved by the affirmative vote of two-thirds of
the Trustees. - 51 - Approval of shareholders is not required, however, for any transaction, whether
deemed a merger, consolidation, reorganization or otherwise whereby the Fund issues shares in
connection with the acquisition of assets (including those subject to liabilities) from any other
investment company or similar entity. None of the foregoing provisions may be amended except by
the vote of at least two-thirds of the Shares outstanding and entitled to vote. As noted above,
pursuant to the Declaration of Trust, the affirmative approval of two-thirds of the Shares outstanding
and entitled to vote, subject to certain exceptions, shall be required for the following transactions in
which a Principal Shareholder (as defined below) is a party: (1) the merger or consolidation of the
Fund or any subsidiary of the Fund with or into any Principal Shareholder; (2) the issuance of any
securities of the Fund to any Principal Shareholder for cash other than pursuant to a dividend
reinvestment or similar plan available to all shareholders; (3) the sale, lease or exchange of all or
any substantial part of the assets of the Fund to any Principal Shareholder (except assets having an
aggregate fair market value of less than $1,000,000, aggregating for the purpose of such
computation all assets sold, leased or exchanged in any series of similar transactions within a
twelve-month period); (4) the sale, lease or exchange to the Fund or any subsidiary thereof, in
exchange for securities of the Fund, of any assets of any Principal Shareholder (except assets having
an aggregate fair market value of less than $1,000,000, aggregating for the purposes of such
computation all assets sold, leased or exchanged in any series of similar transactions within a
twelve-month period). However, shareholder approval for the foregoing transactions shall not be
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applicable to (1) any transaction, including, without limitation, any rights offering, made available
on a pro rata basis to all shareholders of the Fund or class thereof unless the Trustees specifically
make such transaction subject to this voting provision, (2) any transaction if the Trustees shall by
resolution have approved a memorandum of understanding with such Principal Shareholder with
respect to and substantially consistent with such transaction or (3) any such transaction with any
corporation of which a majority of the outstanding shares of all classes of stock normally entitled to
vote in elections of directors is owned of record or beneficially by the Fund and its subsidiaries. As
described in the Declaration of Trust, a Principal Shareholder shall mean any corporation, person or
other entity which is the beneficial owner, directly or indirectly, of more than 5% of the outstanding
shares and shall include any affiliate or associate (as such terms are defined in the Declaration of
Trust) of a Principal Shareholder. The above affirmative vote shall be in addition to the vote of the
shareholders otherwise required by law or by the terms of any class or series of preferred shares,
whether now or hereafter authorized, or any agreement between the Fund and any national securities
exchange. The provisions of the Declaration described above could have the effect of depriving the
common shareholders of opportunities to sell their common shares at a premium over market value
by discouraging a third party from seeking to obtain control of the Fund in a tender offer or similar
transaction. The overall effect of these provisions is to render more difficult the accomplishment of
a merger or the assumption of control by a third party. They provide, however, the advantage of
potentially requiring persons seeking control of a Fund to negotiate with its management regarding
the price to be paid and facilitating the continuity of the Fund's investment objective and policies.
The Board of Trustees of the Fund has considered the foregoing anti-takeover provisions and
concluded that they are in the best interests of the Fund and its common shareholders. - 52 - The
Declaration provides that the obligations of the Fund are not binding upon the Trustees of the Fund
individually, but only upon the assets and property of the Fund, and that the Trustees shall not be
liable to any person in connection with the Fund property or the affairs of the Fund or for any
neglect or wrongdoing of any officer, employee or agent of the Fund or for the act or omission of
any other Trustee. Nothing in the Declaration, however, protects a Trustee against any liability to
which he or she would otherwise be subject by reason of willful misfeasance, bad faith, gross
negligence or reckless disregard of the duties involved in the conduct of his office with or on behalf
of the Fund. Reference should be made to the Declaration on file with the Commission for the full
text of these provisions. REPURCHASE OF FUND SHARES; CONVERSION TO OPEN-END
FUND The Fund is a closed-end investment company and as such its shareholders will not have the
right to cause the Fund to redeem their shares. Instead, the Fund's common shares trade in the open
market at a price that is be a function of several factors, including dividend levels (which are in turn
affected by expenses), NAV, call protection, price, dividend stability, relative demand for and
supply of such shares in the market, general market and economic conditions and other factors.
Because shares of a closed-end investment company may frequently trade at prices lower than
NAV, the Trustees, in consultation with the Fund's Advisor, Sub-Advisor and the corporate finance
services and consulting agent that the Advisor has retained from time to time, may review possible
actions to reduce any such discount. Actions may include the repurchase of such shares in the open
market or in private transactions, the making of a tender offer for such shares, or the conversion of
the Fund to an open-end investment company. There can be no assurance, however, that the
Trustees will decide to take any of these actions, or that share repurchases or tender offers, if
undertaken, will reduce a market discount. After any consideration of potential actions to seek to
reduce any significant market discount, the Trustees may, subject to their fiduciary obligations and
compliance with applicable state and federal laws, authorize the commencement of a
share-repurchase program or tender offer. The size and timing of any such share repurchase program
or tender offer will be determined by the Trustees in light of the market discount of the common
shares, trading volume of the common shares, information presented to the Trustees regarding the
potential impact of any such share repurchase program or tender offer, and general market and
economic conditions. There can be no assurance that the Fund will in fact effect repurchases of or
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tender offers for any of its common shares. Before deciding whether to take any action if the Fund's
common shares trade below NAV, the Trustees would consider all relevant factors, including the
extent and duration of the discount, the liquidity of the Fund's portfolio, the impact of any action
that might be taken on the Fund or its shareholders and market considerations. Based on these
considerations, even if the Fund's shares should trade at a discount, the Trustees may determine that,
in the interest of the Fund and its shareholders, no action should be taken. Further, the staff of the
Commission currently requires that any tender offer made by a closed-end investment company for
its shares must be at a price equal to the NAV of such shares on the close of business on the last day
of the tender offer. Any service fees incurred in connection with any tender offer made - 53 - by the
Fund will be borne by the Fund and will not reduce the stated consideration to be paid to tendering
shareholders. Subject to its investment limitations, the Fund may borrow to finance the repurchase
of shares or to make a tender offer. Interest on any borrowings to finance share repurchase
transactions or the accumulation of cash by the Fund in anticipation of share repurchases or tenders
will increase the Fund's expenses and reduce the Fund's net income. Any share repurchase, tender
offer or borrowing that might be approved by the Trustees would have to comply with the Securities
Exchange Act of 1934, as amended, and the 1940 Act and the rules and regulations thereunder.
Although the decision to take action in response to a discount from NAV will be made by the
Trustees at the time they consider such issue, it is the Trustees' present policy, which may be
changed by the Trustees, not to authorize repurchases of common shares or a tender offer for such
shares if (1) such transactions, if consummated, would (a) result in the delisting of the common
shares from the NYSE Amex, or (b) impair status as a registered closed-end investment company
under the 1940 Act; (2) the Fund would not be able to liquidate portfolio securities in an orderly
manner and consistent with the Fund's investment objective and policies in order to repurchase
shares; or (3) there is, in the Board of Trustees' judgment, any (a) material legal action or proceeding
instituted or threatened challenging such transactions or otherwise materially adversely affecting the
Fund, (b) general suspension of or limitation on prices for trading securities on the NYSE Amex, (c)
declaration of a banking moratorium by Federal or state authorities or any suspension of payment by
United States or state banks in which the Fund invests, (d) material limitation affecting the Fund or
the issuers of its portfolio securities by Federal or state authorities on the extension of credit by
lending institutions or on the exchange of non-U.S. currency, (e) commencement of war, armed
hostilities or other international or national calamity directly or indirectly involving the United
States, or (f) other event or condition which would have a material adverse effect (including any
adverse tax effect) on the Fund or its shareholders if shares were repurchased. The Trustees may in
the future modify these conditions in light of experience with respect to the Fund. Conversion to an
open-end company would require the approval of the holders of at least two-thirds of the Fund's
shares outstanding and entitled to vote; provided, however, that unless otherwise provided by law, if
there are preferred shares outstanding, the affirmative vote of two-thirds of the preferred shares
voting as a separate class shall be required; provided, however, that such votes shall be by the
affirmative vote of the majority of the outstanding voting securities, as defined in the 1940 Act, if
the action in question was previously approved by the affirmative vote of two-thirds of the Trustees.
Such affirmative vote or consent shall be in addition to the vote or consent of the holders of the
shares otherwise required by law or by the terms of any class or series of preferred shares, whether
now or hereafter authorized, or any agreement between the Fund and any national securities
exchange. See the Prospectus under "Closed-End Fund Structure" for a discussion of voting
requirements applicable to conversion of the Fund to an open-end company. If the Fund converted
to an open-end company, the Fund's common shares would no longer be listed on the NYSE Amex.
Any Preferred Shares would need to be redeemed and any Borrowings may need to be repaid upon
conversion to an open-end investment company. Additionally, the 1940 Act imposes limitations on
open-end funds' - 54 - investments in illiquid securities, which could restrict the Fund's ability to
invest in certain securities discussed in the Prospectus to the extent discussed therein. Such
limitations could adversely affect distributions to Fund common shareholders in the event of
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conversion to an open-end fund. Shareholders of an open-end investment company may require the
company to redeem their shares on any business day (except in certain circumstances as authorized
by or under the 1940 Act) at their net asset value, less such redemption charge, if any, as might be in
effect at the time of redemption. In order to avoid maintaining large cash positions or liquidating
favorable investments to meet redemptions, open-end companies typically engage in a continuous
offering of their shares. Open-end companies are thus subject to periodic asset in-flows and
out-flows that can complicate portfolio management. The Trustees may at any time propose
conversion of the Fund to an open-end company depending upon their judgment as to the
advisability of such action in light of circumstances then prevailing. The repurchase by the Fund of
its shares at prices below NAV will result in an increase in the NAV of those shares that remain
outstanding. However, there can be no assurance that share repurchases or tenders at or below NAV
will result in the Fund's shares trading at a price equal to their NAV. Nevertheless, the fact that the
Fund's shares may be the subject of repurchase or tender offers from time to time may reduce any
spread between market price and NAV that might otherwise exist. In addition, a purchase by the
Fund of its common shares will decrease the Fund's Managed Assets which would likely have the
effect of increasing the Fund's expense ratio. NET ASSET VALUE The NAV of the common shares
of the Fund is computed based upon the value of the Fund's portfolio securities and other assets. The
NAV is determined daily as of the close of regular session trading on the New York Stock Exchange
(normally 4:00 p.m. eastern time). U.S. debt securities will normally be priced using data reflecting
the earlier closing of the principal markets for those securities. The Fund calculates NAV per
Common Share by subtracting the Fund's liabilities (including accrued expenses, dividends payable,
current and deferred income taxes, any borrowings of the Fund and the market value of written call
options) and the liquidation value of any outstanding Preferred Shares from the Fund's Managed
Assets (the value of the securities and other investments the Fund holds plus cash or other assets,
including interest accrued but not yet received and option premiums) and dividing the result by the
total number of common shares outstanding. The Fund relies to some extent on information
provided by MLPs, which is not necessarily timely, to estimate taxable income allocable to MLP
units held by the Fund and to estimate associated deferred tax liability. From time to time the Fund
will modify its estimates and/or assumption regarding its deferred tax liability as new information
becomes available. To the extent the Fund modifies its estimates and/or assumptions, the net asset
value of the Fund would likely fluctuate. The assets in the Fund's portfolio are valued daily in
accordance with Valuation Procedures adopted by the Trustees. The Sub-Advisor anticipates that a
majority of the Fund's assets will be valued using market information supplied by third parties. In
the event that market quotations are not readily available, the pricing service does not provide a
valuation for a particular asset (as is - 55 - the case for unlisted investments), or the valuations are
deemed unreliable, or if events occurring after the close of the principal markets for particular
securities (e.g., U.S. debt securities), but before the Fund values its assets, would materially affect
NAV, the Fund may use a fair value method in good faith to value the Fund's securities and
investments. The use of fair value pricing by the Fund is governed by Valuation Procedures (as
defined below) adopted by the Trustees, and in accordance with the provisions of the 1940 Act. For
purposes of determining the NAV of the Fund, readily marketable portfolio securities listed on any
U.S. exchange other than The Nasdaq Stock Market are valued, except as indicated below, at the last
sale price on the business day as of which such value is being determined. If there has been no sale
on such day, the securities are valued at the mean of the most recent bid and asked prices on such
day. Securities admitted to trade on Nasdaq are valued at the Nasdaq Official Closing Price as
determined by Nasdaq. Portfolio securities traded on more than one securities exchange are valued
at the last sale price on the business day as of which such value is being determined at the close of
the exchange representing the principal market for such securities. Equity securities traded in the
over-the-counter market, but excluding securities admitted to trading on Nasdaq, are valued at the
closing bid prices. Fixed income securities with a remaining maturity of 60 days or more will be
valued by the Fund using a pricing service. When price quotes are not available, fair market value is
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based on prices of comparable securities. Fixed income securities maturing within 60 days are
valued by the Fund on an amortized cost basis. Any derivative transaction that the Fund enters into
may, depending on the applicable market environment, have a positive or negative value for
purposes of calculating NAV. Any option transaction that the Fund enters into may, depending on
the applicable market environment, have no value or a positive value. Exchange traded options and
futures contracts are valued at the closing price in the market where such contracts are principally
traded. The value of any portfolio security held by the Fund for which reliable market quotations are
not readily available, including illiquid securities, or if a valuation is deemed inappropriate, will be
determined under procedures adopted by the Board of Trustees in a manner that reflects fair market
value of the security on the valuation date. Unlisted Investments--Fair Value. When applicable, fair
value is determined by the Board of Trustees or its designee. In fair valuing the Fund's investments,
consideration is given to several factors, which may include, among others, the following: o the
projected cash flows for the issuer or borrower; o the fundamental business data relating to the
issuer or borrower; o an evaluation of the forces which influence the market in which these
securities are purchased and sold; - 56 - o the type, size and cost of holding; o the financial
statements of the issuer or borrower; o the credit quality and cash flow of issuer, based on the
Sub-Advisor's or external analysis; o the information as to any transactions in or offers for the
holding; o the price extent of public trading in similar securities (or equity securities) of the
issuer/borrower, or comparable companies; o the coupon payments; o the quality, value and
saleability of collateral securing the security or loan; o the business prospects of the issuer/borrower,
including any ability to obtain money or resources from a parent or affiliate and an assessment of
the issuer's or borrower's management; o the prospects for the issuer's or borrower's industry, and
multiples (of earnings and/or cash flow) being paid for similar businesses in that industry; o any
decline in value over time due to the nature of the assets - for example, an entity that has a finite-life
concession agreement with a government agency to provide a service (e.g., toll roads and airports);
and o other relevant factors. If the Board of Trustees or its designee cannot obtain a market value or
the Board of Trustees or its designee determines that the value of a security as so obtained does not
represent a fair value as of the valuation time (due to a significant development subsequent to the
time its price is determined or otherwise), fair value for the security shall be determined pursuant to
methodologies established by the Board of Trustees (the "Valuation Procedures"). The Valuation
Procedures provide that direct placements of securities of private companies (i.e., companies with
no outstanding public securities) will be valued based upon a fair value methodology, which has
typically been at cost. The Valuation Procedures provide that securities that are convertible into
publicly traded securities (i.e., subordinated units) ordinarily will be valued at the market value of
the publicly traded security less a discount equal in amount to the discount negotiated at the time of
purchase. A report of any prices determined pursuant to such fair value methodologies will be
presented to the Board of Trustees or a designated committee thereof no less frequently than
quarterly. The Valuation Procedures also provide that the Board of Trustees or its designee will
review the valuation of the obligation for income taxes separately - 57 - for current taxes and
deferred taxes due to the differing impact of each on the anticipated timing distributions by the Fund
to its shareholders. The allocation between current and deferred income taxes is determined based
upon the value of assets reported for book purposes compared to the respective net tax bases of
assets as recognized for federal income tax purposes. It is anticipated that cash distributions, for
MLPs in which the Fund invests, will not equal the amount of taxable income allocable to the Fund
primarily due to depreciation and amortization recorded by MLPs which generally results in a
portion of the cash distribution received to not be recognizable as income for tax purposes. The
relative portion of such distributions not recognized for tax purposes will vary among the MLPs, and
will also vary year by year for each MLP. The Board of Trustees or its designee will be able to
directly confirm the portion of each distribution recognized as taxable income when it receives
annual tax reporting information from each MLP. The allocation between current and deferred
income taxes also impacts the determination of the Fund's earnings and profits, as described in Code
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Section 312. TAX MATTERS The following discussion of federal income tax matters is based on
the advice of Chapman and Cutler LLP, counsel to the Fund. MATTERS ADDRESSED This
section and the discussion in the Prospectus provide a general summary of the material U.S. federal
income tax consequences to the persons who purchase, own and dispose of the common shares. It
does not address all federal income tax consequences that may apply to investment in the common
shares. Unless otherwise indicated, this discussion is limited to taxpayers who are U.S. persons, as
defined herein. The discussion that follows is based on the provisions of the Code, treasury
regulations promulgated thereunder as in effect on the date hereof and on existing judicial and
administrative interpretations thereof. These authorities are subject to change and to differing
interpretations, which could apply retroactively. Potential investors should consult their own tax
advisors in determining the federal, state, local, foreign and any other tax consequences to them of
the purchase, ownership and disposition of the common shares. This discussion does not address all
tax consequences that may be applicable to a U.S. person that is a beneficial owner of common
shares, nor does it address, unless specifically indicated, the tax consequences to, among others, (i)
persons that may be subject to special treatment under U.S. federal income tax law, including, but
not limited to, banks, insurance companies, thrift institutions, regulated investment companies, real
estate investment trusts, tax-exempt organizations and dealers in securities or currencies, (ii) persons
that will hold common shares as part of a position in a "straddle" or as part of a "hedging,"
"conversion" or other integrated investment transaction for U.S. federal income tax purposes, (iii)
persons whose functional currency is not the United States dollar or (iv) persons that do not hold
common shares as capital assets within the meaning of Section 1221 of the Code. - 58 - For
purposes of this discussion, a "U.S. person" is (i) an individual citizen or resident of the United
States, (ii) a corporation or partnership organized in or under the laws of the United States or any
state thereof or the District of Columbia (other than a partnership that is not treated as a United
States person under any applicable treasury regulations), (iii) an estate the income of which is
subject to U.S. federal income taxation regardless of its source, or (iv) a trust if a court within the
United States is able to exercise primary supervision over the administration of such trust and one or
more U.S. persons have the authority to control all the substantial decisions of such trust.
Notwithstanding clause (iv) above, to the extent provided in regulations, certain trusts in existence
on August 20, 1996 and treated as U.S. persons prior to such date that elect to continue to be so
treated also shall be considered U.S. persons. TAX CHARACTERIZATION OF THE FUND FOR
U.S. FEDERAL INCOME TAX PURPOSES The Fund has elected to be treated as a regular C
corporation for U.S. federal income tax purposes. Thus, the Fund is subject to U.S. corporate
income tax on its U.S. taxable income. Such taxable income generally would include all of the
Fund's net income from the MLPs. The current U.S. federal maximum graduated income tax rate for
corporations is 35%. In addition, the United States also imposes a 20% alternative minimum tax on
the recalculated alternative minimum taxable income of an entity treated as a corporation. Any such
U.S. corporate income tax or alternative minimum tax could materially reduce cash available to
make payments on the common shares. The Fund will also be obligated to pay state income tax on
its taxable income, either because the states follow the federal election or because the states
separately impose a tax on the Fund. The MLPs in which the Fund intends to invest generally are
treated as partnerships for U.S. federal income tax purposes. As a partner in the MLPs, the Fund will
be required to report its allocable share of MLP income, gain, loss, deduction and expense, whether
or not any cash is distributed from the MLPs. The Fund intends to invest in energy MLPs, so the
Fund anticipates that the majority of the Fund's items of income, gain, loss, deduction and expense
will be related to energy ventures. However, some items are likely to relate to the temporary
investment of the Fund's capital, which may be unrelated to energy ventures. In general, for certain
periods in the investment life cycle, energy ventures historically have generated taxable income in
amounts less than the amount of cash distributions that they have produced. The Fund anticipates
that it will not incur U.S. federal income tax on a significant portion of its cash flow received,
particularly after taking into account the Fund's current operating expenses. However, the Fund's
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particular investments may not perform consistently with historical patterns in the industry, and
additional tax may be incurred by the Fund. Although the Fund intends to hold the interests in the
MLPs for investment, the Fund is likely to sell interests in a particular MLP from time to time. On
any such sale, the Fund generally will recognize gain or loss based upon the difference between the
consideration received for tax purposes on the sale and the Fund's tax basis in the interest sold. The
consideration received - 59 - is generally the amount paid by the purchaser plus any debt of the MLP
allocated to the Fund that will shift to the purchaser on the sale. The Fund's tax basis in an MLP is
the amount paid for the interest, decreased for any distributions of cash received by the Fund in
excess of the Fund's allocable share of taxable income and decreased by the Fund's allocable share
of net losses. Thus, although cash in excess of taxable income and net tax losses may create a
temporary economic benefit to the Fund, they will increase the amount of gain (or decrease the
amount of loss) on the sale of an interest in an MLP. No favorable federal income tax rate applies to
long-term capital gains for entities treated as corporations for federal income tax purposes, such as
the Fund. Thus, the Fund will be subject to federal income tax on its long-term capital gains, like
ordinary income, at rates of up to 35%. In calculating the Fund's alternative minimum taxable
income, certain percentage depletion deductions and intangible drilling costs may be treated as items
of tax preference. Items of tax preference increase alternative minimum taxable income and increase
the likelihood that the Fund may be subject to the alternative minimum tax. The Fund is not treated
as a regulated investment company for federal income tax purposes. In order to qualify as a
regulated investment company, the income and assets of the company must meet certain minimum
threshold tests. Because the Fund invests a substantial portion of its Managed Assets in MLPs that
invest in energy ventures, the Fund does not meet such tests under current law. In contrast to the tax
rules that will apply to the Fund, a regulated investment company generally does not pay corporate
income tax. Thus, the regulated investment company taxation rules have no application to the Fund
or common shareholders of the Fund. TAXATION OF THE SHAREHOLDERS Distributions. The
Fund's distributions will be treated as dividends to common shareholders to the extent of the Fund's
current or accumulated earnings and profits as determined for federal income tax purposes. As
discussed in greater detail below, prior to 2013, dividends that qualify as "qualified dividend
income" are generally taxed to individuals at a maximum 15% rate if certain holding period and
other requirements are met. After 2012, individuals will be taxed at ordinary rates on dividend
income. The current maximum rate for individuals on ordinary income is 35%. This rate is
scheduled to increase to 39.6% after 2012. Corporations are generally subject to tax on dividends at
a maximum 35% rate, but corporations may be eligible to exclude 70% of the dividends if certain
holding period requirements are met by the common shareholder receiving such dividend. Common
shareholders that are not U.S. persons are generally subject to a 30% withholding tax, unless (i) the
common shareholder's interest in the Fund is effectively connected to a U.S. trade or business and
the common shareholder provides the Fund with a Form W-8ECI signed under penalties of perjury
(in which case, the common shareholder will be subject to the normal U.S. graduated rates) or (ii)
the common shareholder is eligible for the benefits of a U.S. income tax treaty and provides the
Fund with a Form W-8BEN signed under penalties of perjury (in which case, the common
shareholder will be subject to the rate of withholding provided for in the relevant treaty). In addition,
distributions and dispositions of interests in - 60 - the Fund after December 31, 2012 may be subject
to a U.S. withholding tax of 30% in the case of distributions to (i) certain non-U.S. financial
institutions that have not entered into an agreement with the U.S. Treasury to collect and disclose
certain information and (ii) certain other non-U.S. entities that do not provide certain certifications
and information about the entity's U.S. owners If a Fund distribution exceeds the Fund's current and
accumulated earnings and profits, the distribution will be treated as a non-taxable adjustment to the
basis of the common shares to the extent of such basis, and then as capital gain to the extent of the
excess distribution. Such gain will be long-term capital gain if the holding period for the common
shares is more than one year. Individuals are currently subject to a maximum tax rate of 15% on
long-term capital gains. This rate is currently scheduled to increase to 20% for tax years beginning
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after December 31, 2012. Corporations are taxed on capital gains at their ordinary graduated rates.
Because unsevered natural resources are viewed as interests in real property for some purposes of
the Code, depending upon the nature and location of the MLPs' assets, the Fund could from time to
time be classified as a U.S. real property holding corporation. If the Fund is classified as a U.S. real
property holding corporation, dispositions of interests in the Fund by a non-U.S. common
shareholder and distributions in excess of a non-U.S. common shareholder's basis may be subject to
10% withholding. A corporation's earnings and profits are generally calculated by making certain
adjustments to the corporation's reported taxable income. Based upon the historic performance of
similar MLPs, the Fund anticipates that the distributed cash from the MLPs in its portfolio will
exceed the Fund's earnings and profits. Thus, the Fund anticipates that only a portion of its
distributions will be treated as dividends to its common shareholders for federal income tax
purposes. Special rules apply to the calculation of earnings and profits for corporations invested in
energy ventures. The Fund's earnings and profits will be calculated using (i) straight-line
depreciation rather than a percentage depletion method and (ii) five-year and ten-year amortization
of drilling costs and exploration and development costs, respectively. Thus, these deductions may be
significantly lower for purposes of calculating earnings and profits than they are for purposes of
calculating taxable income. Because of these differences, the Fund may make distributions out of
earnings and profits, treated as dividends, in years in which Fund distributions exceed the Fund's
taxable income. The maximum federal income tax rate for individuals on qualified dividend income
is currently generally 15% for tax years ending on or before December 31, 2012, unless such
favorable treatment is repealed sooner by new legislation. The portion of the Fund's distributions
treated as a dividend for federal income tax purposes should be treated as qualified dividend income
for federal income tax purposes, subject to certain holding period and other requirements. This rate
of tax on dividends is currently scheduled to increase back to ordinary income rates after December
31, 2012, with the maximum marginal federal income tax rate being 39.6%. - 61 - A common
shareholder participating in the Fund's automatic dividend reinvestment plan will be taxed upon the
reinvested amount as if actually received by the participating common shareholder and the
participating common shareholder reinvested such amount in additional Fund common shares. The
Fund will notify common shareholders annually as to the federal income tax status of Fund
distributions to them. Sale of Shares. Upon the sale of common shares, a common shareholder will
generally recognize capital gain or loss measured by the difference between the amount received on
the sale and the common shareholder's tax basis of common shares sold. As discussed above, such
tax basis may be less than the price paid for the common shares as a result of Fund distributions in
excess of the Fund's earnings and profits. Such capital gain or loss will generally be long-term
capital gain or loss, if such common shares were capital assets held for more than one year. In
addition, distributions and dispositions of interests in the Fund after December 31, 2012 may be
subject to a U.S. withholding tax of 30% in the case of distributions to (i) certain non-U.S. financial
institutions that have not entered into an agreement with the U.S. Treasury to collect and disclose
certain information and (ii) certain other non-U.S. entities that do not provide certain certifications
and information about the entity's U.S. owners Under the "Health Care and Education
Reconciliation Act of 2010," income from the Fund may also be subject to a new 3.8% "Medicare
tax" imposed for taxable years beginning after 2012 This tax will generally apply to the net
investment income of a shareholder who is an individual if such shareholder's adjusted gross income
exceeds certain threshold amounts, which are $250,000 in the case of a married couple filing joint
returns and $200,000 in the case of single individuals. Information Reporting and Withholding. The
Fund will be required to report annually to the IRS, and to each common shareholder, the amount of
distributions and consideration paid in redemptions, and the amount withheld for federal income
taxes, if any, for each calendar year, except as to exempt holders (including certain corporations,
tax-exempt organizations, qualified pension and profit-sharing trusts, and individual retirement
accounts). Each common shareholder (other than common shareholders who are not subject to the
reporting requirements without supplying any documentation) will be required to provide the Fund,
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under penalties of perjury, an IRS Form W-9, Form W-8BEN, Form W-8ECI or an equivalent form
containing the common shareholder's name, address, correct federal taxpayer identification number
and a statement that the common shareholder is not subject to backup withholding. Should a
non-exempt common shareholder fail to provide the required certification, backup withholding will
apply. The current backup withholding rate for domestic persons is 28%, but such rate is scheduled
to increase to 31% after December 31, 2012. As mentioned above, non-U.S. persons may be subject
to withholding tax at a rate of 30%, if appropriate documentation demonstrating eligibility for a
lower rate is not provided. Backup withholding is not an additional tax. Any such withholding will
be allowed as a credit against the common shareholder's federal income tax liability provided the
required information is furnished to the IRS. - 62 - TAX CONSEQUENCES OF CERTAIN
INVESTMENTS Federal Income Taxation of MLPs. MLPs are generally intended to be taxed as
partnerships for federal income tax purposes. As a partnership, an MLP is treated as a pass-through
entity for federal income tax purposes. This means that the federal income items of the MLP, though
calculated and determined at the partnership level, are allocated among the partners in the MLP and
are included directly in the calculation of the taxable income of the partners whether or not cash
flow is distributed from the MLP. The MLP files an information return, but normally pays no
federal income tax. MLPs are often publicly traded. Publicly traded partnerships are generally
treated as corporations for federal income tax purposes. However, if an MLP satisfies certain
income character requirements, the MLP will generally continue to be treated as partnership for
federal income tax purposes. Under these requirements, an MLP must receive at least 90% of its
gross income from certain "qualifying income" sources. Qualifying income for this purpose
generally includes interest, dividends, real property rents, real property gains, and income and gain
from the exploration, development, mining or production, processing, refining, transportation or
marketing of any mineral or natural resource (including fertilizer, geothermal energy, and timber).
As discussed above, the Fund currently invests in energy MLPs, so the income of the MLPs should
qualify as qualifying income. As discussed above, the tax items of an MLP are allocated through to
the partners of the MLP whether or not an MLP makes any distributions of cash. In part because
estimated tax payments are payable quarterly, partnerships often make quarterly cash distributions.
A distribution from a partnership will generally be treated as a non-taxable adjustment to the basis
of the Fund's interest in the partnership to the extent of such basis, and then as gain to the extent of
the excess distribution. The gain will generally be capital gain, but a variety of rules could
potentially recharacterize the gain as ordinary income. The Fund's initial tax basis is the price paid
for the MLP interest plus any debt of the MLP allocated to the Fund. The tax basis is decreased for
distributions and allocations of deductions (such as percentage depletion) and losses, and increased
for capital contributions and allocations of net income and gains. When interests in a partnership are
sold, the difference between (i) the sum of the sales price and the Fund's share of debt of the
partnership that will be allocated to the purchaser and (ii) the Fund's adjusted tax basis will be
taxable gain or loss, as the case may be. The Fund should receive a Form K-1 from each MLP,
showing its share of each item of MLP income, gain, loss, deductions and expense. The Fund will
use that information to calculate its taxable income and its earnings and profits. Because the Fund
has elected to be taxed as a corporation, the Fund will report the tax items of the MLPs and any gain
or loss on the sale of interests in the MLPs. The Fund's common shareholders will be viewed for
federal income tax purposes as having income or loss on their investment in the Fund rather than in
the underlying MLPs. Common shareholders will receive a Form 1099 from the Fund based upon
the distributions made (or deemed to have been made) rather - 63 - than based upon the income,
gain, loss or deductions of the MLPs in which the Fund invests. Other Investments. The Fund may
attempt to, generate premiums from the sale of call options. These premiums typically will result in
short-term capital gains to the Fund. Transactions involving the disposition of the Fund's underlying
securities (whether pursuant to the exercise of a call option, put option or otherwise) will give rise to
capital gains or losses. Because the Fund does not have control over the exercise of the call options
it writes, such exercises or other required sales of the underlying stocks may cause the Fund to
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realize capital gains or losses at inopportune times. Certain of the Fund's investment practices may
be subject to special and complex federal income tax provisions that may, among other things, (i)
disallow, suspend or otherwise limit the allowance of certain losses or deductions, (ii) convert an
ordinary loss or a deduction into a capital loss (the deductibility of which is more limited) or (iii)
cause the Fund to recognize income or gain without a corresponding receipt of cash. The Fund will
monitor its transactions and may make certain tax elections in order to mitigate the effect of these
provisions, if possible. PERFORMANCE RELATED AND COMPARATIVE INFORMATION
The Fund may quote certain performance-related information and may compare certain aspects of
its portfolio and structure to other substantially similar closed-end funds. In reports or other
communications to shareholders of the Fund or in advertising materials, the Fund may compare its
performance with that of (1) other investment companies listed in the rankings prepared by Lipper,
Inc. ("Lipper"), Morningstar Inc. or other independent services; publications such as Barrons,
Business Week, Forbes, Fortune, Institutional Investor, Kiplinger's Personal Finance, Money,
Morningstar Mutual Fund Values, The New York Times, The Wall Street Journal and USA Today;
or other industry or financial publications or (2) the Standard & Poor's Index of 500 Stocks, the
Dow Jones Industrial Average, NASDAQ Composite Index and other relevant indices and industry
publications. Comparison of the Fund to an alternative investment should be made with
consideration of differences in features and expected performance. The Fund may obtain data from
sources or reporting services, such as Bloomberg Financial and Lipper Inc., that the Fund believes to
be generally accurate. From time to time, the Fund may quote the Fund's total return, aggregate total
return or yield in advertisements or in reports and other communications to shareholders. The Fund's
performance will vary depending upon market conditions, the composition of its portfolio and its
operating expenses. Consequently any given performance quotation should not be considered
representative of the Fund's performance in the future. In addition, because performance will
fluctuate, it may not provide a basis for comparing an investment in the Fund with certain bank
deposits or other investments that pay a fixed yield for a stated period of time. Investors comparing
the Fund's performance with that of other investment companies should give consideration to the
quality and type of the respective investment companies' portfolio securities. - 64 - The Fund's
"average annual total return" is computed according to a formula prescribed by the Commission.
The formula can be expressed as follows: Average Annual Total Return will be computed as
follows: ERV = P(1+T)/n/ Where P = a hypothetical initial payment of $1,000 T = average annual
total return n = number of years ERV = ending redeemable value of a hypothetical $1,000 payment
made at the beginning of the 1-, 5-, or 10-year periods at the end of the 1-, 5-, or 10-year periods (or
fractional portion). The Fund may also quote after-tax total returns to show the impact of assumed
federal income taxes on an investment in the Fund. The Fund's total return "after taxes on
distributions" shows the effect of taxable distributions, but not any taxable gain or loss, on an
investment in shares of the Fund for a specified period of time. The Fund's total return "after taxes
on distributions and sale of Fund shares" shows the effect of both taxable distributions and any
taxable gain or loss realized by the shareholder upon the sale of Fund shares at the end of a specified
period. To determine these figures, all income, short-term capital gain distributions, and long-term
capital gains distributions are assumed to have been taxed at the highest marginal individualized
federal tax rate then in effect. Those maximum tax rates are applied to distributions prior to
reinvestment and the after-tax portion is assumed to have been reinvested in the Fund. State and
local taxes are ignored. Actual after-tax returns depend on a shareholder's tax situation and may
differ from those shown. After-tax returns reflect past tax effects and are not predictive of future tax
effects. Average Annual Total Return (After Taxes on Distributions) will be computed as follows:
ATV/D/ = P(1+T)/n/ Where: P = a hypothetical initial investment of $1,000 T = average annual total
return (after taxes on distributions) n = number of years ATV/D/ = ending value of a hypothetical
$1,000 investment made at the beginning of the period, at the end of the period (or fractional portion
thereof), after taxes on fund distributions but not after taxes on redemptions. - 65 - Average Annual
Total Return (After Taxes on Distributions and Sale of Fund Shares) will be computed as follows:
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ATV/DR/ = P(1+T)/n/ Where: P = a hypothetical initial investment of $1,000 T = average annual
total return (after taxes on distributions and redemption) n = number of years ATV/DR/ = ending
value of a hypothetical $1,000 investment made at the beginning periods, at the end of the periods
(or fractional portion thereof), after taxes on fund distributions and redemptions. Quotations of yield
for the Fund will be based on all investment income per share earned during a particular 30-day
period (including dividends and interest), less expenses accrued during the period ("net investment
income") and are computed by dividing net investment income by the maximum offering price per
share on the last day of the period, according to the following formula: Yield = 2 [( a-b/cd +1)/6/ -
1] Where: a = dividends and interest earned during the period b = expenses accrued for the period
(net of reimbursements) c = the average daily number of shares outstanding during the period that
were entitled to receive dividends d = the maximum offering price per share on the last day of the
period Past performance is not indicative of future results. At the time shareholders sell their shares,
they may be worth more or less than their original investment. EXPERTS The Financial Statements
of the Fund as of November 30, 2010, incorporated by reference in this Statement of Additional
Information, have been audited by Deloitte & Touche LLP, an independent registered public
accounting firm, as set forth in their report thereon incorporated by reference in this Statement of
Additional Information, and is incorporated in reliance upon the report of such firm given upon their
authority as experts in accounting and auditing services. Deloitte & Touche LLP provides auditing
services to the Fund. The principal business address of Deloitte & Touche LLP is 111 South Wacker
Drive, Chicago, Illinois 60606. CUSTODIAN, ADMINISTRATOR AND TRANSFER AGENT
PFPC Trust Company, 8800 Tinicum Boulevard, Philadelphia, Pennsylvania 19153, serves as
custodian for the Fund. As such, PFPC Trust Company has custody of all securities and cash of the
Fund and attends to the collection of - 66 - principal and income and payment for and collection of
proceeds of securities bought and sold by the Fund. BNY Mellon Investment Servicing (US) Inc.,
301 Bellevue Parkway, Wilmington, Delaware 19809, is the transfer agent, registrar, dividend
disbursing agent and shareholder servicing agent for the Fund and provides certain clerical,
bookkeeping, shareholder servicing and administrative services necessary for the operation of the
Fund and maintenance of shareholder accounts. BNY Mellon Investment Servicing (US) Inc. also
provides certain accounting and administrative services to the Fund pursuant to an Administration
and Accounting Services Agreement, including maintaining the Fund's books of account, records of
the Fund's securities transactions, and certain other books and records; acting as liaison with the
Fund's independent registered public accounting firm and providing the independent registered
public accounting firm with certain Fund accounting information; and providing other continuous
accounting and administrative services. ADDITIONAL INFORMATION A Registration Statement
on Form N-2, including amendments thereto, relating to the shares of the Fund offered hereby, has
been filed by the Fund with the Commission. The Fund's Prospectus, any Prospectus Supplement
and this Statement of Additional Information do not contain all of the information set forth in the
Registration Statement, including any exhibits and schedules thereto. For further information with
respect to the Fund and the shares offered hereby, reference is made to the Fund's Registration
Statement. Statements contained in the Fund's Prospectus, and Prospectus Supplement and this
Statement of Additional Information as to the contents of any contract or other document referred to
are not necessarily complete and in each instance reference is made to the copy of such contract or
other document filed as an exhibit to the Registration Statement, each such statement being qualified
in all respects by such reference. Copies of the Registration Statement may be inspected without
charge at the Commission's principal office in Washington, D.C., and copies of all or any part
thereof may be obtained from the Commission upon the payment of certain fees prescribed by the
Commission. - 67 - FINANCIAL STATEMENTS AND REPORT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM The Fund's financial statements and financial
highlights and the reports of Deloitte & Touche LLP thereon, contained in the following documents
filed by the Fund with the Commission, are hereby incorporated by reference into, and are made part
of, this Statement of Additional Information: The Fund's Annual Report for the year ended
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November 30, 2010 contained in the Fund's Form N-CSR filed with the Commission on February 4,
2011. A copy of such Annual Report must accompany the delivery of this Statement of Additional
Information. F-1 APPENDIX A Standard & Poor's Ratings Group -- A brief description of the
applicable Standard & Poor's Ratings Group, a division of The McGraw-Hill Companies ("Standard
& Poor's" or "S&P"), rating symbols and their meanings (as published by S&P) follows: A Standard
& Poor's issue credit rating is a current opinion of the creditworthiness of an obligor with respect to
a specific financial obligation, a specific class of financial obligations, or a specific financial
program. It takes into consideration the creditworthiness of guarantors, insurers, or other forms of
credit enhancement on the obligation. The issue credit rating is not a recommendation to purchase,
sell, or hold a financial obligation, inasmuch as it does not comment as to market price or suitability
for a particular investor. Issue credit ratings are based on current information furnished by the
obligors or obtained by Standard & Poor's from other sources it considers reliable. Standard &
Poor's does not perform an audit in connection with any credit rating and may, on occasion, rely on
unaudited financial information. Credit ratings may be changed, suspended, or withdrawn as a result
of changes in, or unavailability of, such information, or based on other circumstances. Issue credit
ratings can be either long-term or short-term. Short-term ratings are generally assigned to those
obligations considered short-term in the relevant market. In the U.S., for example, that means
obligations with an original maturity of no more than 365 days-including commercial paper.
Short-term ratings are also used to indicate the creditworthiness of an obligor with respect to put
features on long-term obligations. The result is a dual rating, in which the short-term rating
addresses the put feature, in addition to the usual long-term rating. Medium-term notes are assigned
long-term ratings. LONG-TERM ISSUE CREDIT RATINGS Issue credit ratings are based in
varying degrees, on the following considerations: o Likelihood of payment--capacity and
willingness of the obligor to meet its financial commitment on an obligation in accordance with the
terms of the obligation; o Nature of and provisions of the obligation; and o Protection afforded by,
and relative position of, the obligation in the event of bankruptcy, reorganization, or other
arrangement under the laws of bankruptcy and other laws affecting creditors' rights. The issue
ratings definitions are expressed in terms of default risk. As such, they pertain to senior obligations
of an entity. Junior obligations are typically rated lower than senior obligations, to reflect the lower
priority in bankruptcy, as noted above. A-1 AAA An obligation rated 'AAA' has the highest rating
assigned by Standard & Poor's. The obligor's capacity to meet its financial commitment on the
obligation is extremely strong. AA An obligation rated 'AA' differs from the highest-rated
obligations only in small degree. The obligor's capacity to meet its financial commitment on the
obligation is very strong. A An obligation rated 'A' is somewhat more susceptible to the adverse
effects of changes in circumstances and economic conditions than obligations in higher-rated
categories. However, the obligor's capacity to meet its financial commitment on the obligation is
still strong. BBB An obligation rated 'BBB' exhibits adequate protection parameters. However,
adverse economic conditions or changing circumstances are more likely to lead to a weakened
capacity of the obligor to meet its financial commitment on the obligation. BB, B, CCC, CC, AND
C Obligations rated 'BB,' 'B,' 'CCC,' 'CC,' and 'C' are regarded as having significant speculative
characteristics. 'BB' indicates the least degree of speculation and 'C' the highest. While such
obligations will likely have some quality and protective characteristics, these may be outweighed by
large uncertainties or major exposures to adverse conditions. BB An obligation rated 'BB' is less
vulnerable to nonpayment than other speculative issues. However, it faces major ongoing
uncertainties or exposure to adverse business, financial, or economic conditions, which could lead to
the obligor's inadequate capacity to meet its financial commitment on the obligation. B An
obligation rated 'B' is more vulnerable to nonpayment than obligations rated 'BB,' but the obligor
currently has the capacity to meet its financial commitment on the obligation. Adverse business,
financial, or economic conditions will likely impair the obligor's capacity or willingness to meet its
financial commitment on the obligation. A-2 CCC An obligation rated 'CCC' is currently vulnerable
to nonpayment and is dependent upon favorable business, financial, and economic conditions for the
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obligor to meet its financial commitment on the obligation. In the event of adverse business,
financial, or economic conditions, the obligor is not likely to have the capacity to meet its financial
commitment on the obligation. CC An obligation rated 'CC' is currently highly vulnerable to
nonpayment. C The 'C' rating may be used to cover a situation where a bankruptcy petition has been
filed or similar action has been taken, but payments on this obligation are being continued. D An
obligation rated 'D' is in payment default. The 'D' rating category is used when payments on an
obligation are not made on the date due even if the applicable grace period has not expired, unless
Standard & Poor's believes that such payments will be made during such grace period. The 'D' rating
also will be used upon the filing of a bankruptcy petition or the taking of a similar action if
payments on an obligation are jeopardized. Plus (+) or minus (-) The ratings from 'AA' to 'CCC' may
be modified by the addition of a plus or minus sign to show relative standing within the major rating
categories. c The 'c' subscript is used to provide additional information to investors that the bank
may terminate its obligation to purchase tendered bonds if the long-term credit rating of the issuer is
below an investment-grade level and/or the issuer's bonds are deemed taxable. p The letter 'p'
indicates that the rating is provisional. A provisional rating assumes the successful completion of the
project financed by the debt being rated and indicates that payment of debt service requirements is
largely or entirely dependent upon the successful, timely completion of the project. This rating,
however, while addressing credit quality subsequent to completion of the project, makes no
comment on the likelihood of or the risk of default upon failure of such completion. The investor
should exercise his own judgment with respect to such likelihood and risk. A-3 * Continuance of the
ratings is contingent upon Standard & Poor's receipt of an executed copy of the escrow agreement or
closing documentation confirming investments and cash flows. r The 'r' highlights derivative,
hybrid, and certain other obligations that Standard & Poor's believes may experience high volatility
or high variability in expected returns as a result of noncredit risks. Examples of such obligations
are securities with principal or interest return indexed to equities, commodities, or currencies;
certain swaps and options; and interest-only and principal-only mortgage securities. The absence of
an 'r' symbol should not be taken as an indication that an obligation will exhibit no volatility or
variability in total return. N.R. Not rated. Debt obligations of issuers outside the United States and
its territories are rated on the same basis as domestic corporate and municipal issues. The ratings
measure the creditworthiness of the obligor but do not take into account currency exchange and
related uncertainties. Bond Investment Quality Standards Under present commercial bank
regulations issued by the Comptroller of the Currency, bonds rated in the top four categories ('AAA,'
'AA,' 'A,' 'BBB,' commonly known as investment-grade ratings) generally are regarded as eligible
for bank investment. Also, the laws of various states governing legal investments impose certain
rating or other standards for obligations eligible for investment by savings banks, trust companies,
insurance companies, and fiduciaries in general. SHORT-TERM ISSUE CREDIT RATINGS Notes.
A Standard & Poor's note rating reflects the liquidity factors and market access risks unique to
notes. Notes due in three years or less will likely receive a note rating. Notes maturing beyond three
years will most likely receive a long-term debt rating. The following criteria will be used in making
that assessment: o Chapter 1 Amortization schedule -- the larger the final maturity relative to other
maturities, the more likely it will be treated as a note; and o Chapter 2 Source of payment -- the
more dependent the issue is on the market for its refinancing, the more likely it will be treated as a
note. A-4 Note rating symbols are as follows: SP-1 Strong capacity to pay principal and interest. An
issue determined to possess a very strong capacity to pay debt service is given a plus (+)
designation. SP-2 Satisfactory capacity to pay principal and interest, with some vulnerability to
adverse financial and economic changes over the term of the notes. SP-3 Speculative capacity to pay
principal and interest. COMMERCIAL PAPER An S&P commercial paper rating is a current
assessment of the likelihood of timely payment of debt having an original maturity of no more than
365 days. Ratings are graded into several categories, ranging from 'A-1' for the highest quality
obligations to 'D' for the lowest. These categories are as follows: A-1 A short-term obligation rated
'A-1' is rated in the highest category by Standard & Poor's. The obligor's capacity to meet its
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financial commitment on the obligation is strong. Within this category, certain obligations are
designated with a plus sign (+). This indicates that the obligor's capacity to meet its financial
commitment on these obligations is extremely strong. A-2 A short-term obligation rated 'A-2' is
somewhat more susceptible to the adverse effects of changes in circumstances and economic
conditions than obligations in higher rating categories. However, the obligor's capacity to meet its
financial commitment on the obligation is satisfactory. A-3 A short-term obligation rated 'A-3'
exhibits adequate protection parameters. However, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial
commitment on the obligation. A-5 B A short-term obligation rated 'B' is regarded as having
significant speculative characteristics. The obligor currently has the capacity to meet its financial
commitment on the obligation; however, it faces major ongoing uncertainties which could lead to
the obligor's inadequate capacity to meet its financial commitment on the obligation. C A short-term
obligation rated 'C' is currently vulnerable to nonpayment and is dependent upon favorable business,
financial, and economic conditions for the obligor to meet its financial commitment on the
obligation. D A short-term obligation rated 'D' is in payment default. The 'D' rating category is used
when payments on an obligation are not made on the date due even if the applicable grace period
has not expired, unless Standard & Poor's believes that such payments will be made during such
grace period. The 'D' rating also will be used upon the filing of a bankruptcy petition or the taking of
a similar action if payments on an obligation are jeopardized. Moody's Investors Service, Inc. -- A
brief description of the applicable Moody's Investors Service, Inc. ("Moody's") rating symbols and
their meanings (as published by Moody's) follows: LONG-TERM DEBT RATINGS AAA Bonds
rated Aaa are judged to be of the best quality. They carry the smallest degree of investment risk and
are generally referred to as "gilt edged." Interest payments are protected by a large or by an
exceptionally stable margin and principal is secure. While the various protective elements are likely
to change, such changes as can be visualized are most unlikely to impair the fundamentally strong
position of such issues. AA Bonds rated Aa are judged to be of high quality by all standards.
Together with the Aaa group they comprise what are generally known as high-grade bonds. They
are rated lower than the best bonds because margins of protection may not be as large as in Aaa
securities or fluctuation of protective elements may be of greater amplitude or there may be other
elements present which make the long-term risk appear somewhat larger than the Aaa securities.
A-6 A Bonds rated A possess many favorable investment attributes and are to be considered as
upper-medium-grade obligations. Factors giving security to principal and interest are considered
adequate, but elements may be present which suggest a susceptibility to impairment some time in
the future. BAA Bonds rated Baa are considered as medium-grade obligations (i.e., they are neither
highly protected nor poorly secured). Interest payments and principal security appear adequate for
the present, but certain protective elements may be lacking or may be characteristically unreliable
over any great length of time. Such bonds lack outstanding investment characteristics and in fact
have speculative characteristics as well. BA Bonds rated Ba are judged to have speculative
elements; their future cannot be considered as well-assured. Often the protection of interest and
principal payments may be very moderate, and thereby not well safeguarded during both good and
bad times over the future. Uncertainty of position characterizes bonds in this class. B Bonds rated B
generally lack characteristics of the desirable investment. Assurance of interest and principal
payments or of maintenance of other terms of the contract over any long period of time may be
small. CAA Bonds rated Caa are of poor standing. Such issues may be in default or there may be
present elements of danger with respect to principal or interest. CA Bonds rated Ca represent
obligations which are speculative in a high degree. Such issues are often in default or have other
marked shortcomings. C Bonds rated C are the lowest rated class of bonds, and issues so rated can
be regarded as having extremely poor prospects of ever attaining any real investment standing.
Note: Moody's applies numerical modifiers 1, 2, and 3 in each generic rating classification from Aa
through Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic rating
category; the modifier 2 indicates A-7 a mid-range ranking; and the modifier 3 indicates a ranking in
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the lower end of that generic rating category. SHORT-TERM DEBT RATINGS There are three
rating categories for short-term municipal obligations that are considered investment grade. These
ratings are designated as Municipal Investment Grade (MIG) and are divided into three levels --
MIG 1 through MIG 3. In addition, those short-term obligations that are of speculative quality are
designated SG, or speculative grade. MIG ratings expire at the maturity of the obligation. MIG 1
This designation denotes superior credit quality. Excellent protection is afforded by established cash
flows, highly reliable liquidity support, or demonstrated broad-based access to the market for
refinancing. MIG 2 This designation denotes strong credit quality. Margins of protection are ample,
although not as large as in the preceding group. MIG 3 This designation denotes acceptable credit
quality. Liquidity and cash-flow protection may be narrow, and market access for refinancing is
likely to be less well-established. SG This designation denotes speculative-grade credit quality. Debt
instruments in this category may lack sufficient margins of protection. DEMAND OBLIGATION
RATINGS In the case of variable rate demand obligations (VRDOs), a two-component rating is
assigned; a long or short-term debt rating and a demand obligation rating. The first element
represents Moody's evaluation of the degree of risk associated with scheduled principal and interest
payments. The second element represents Moody's evaluation of the degree of risk associated with
the ability to receive purchase price upon demand ("demand feature"), using a variation of the MIG
rating scale, the Variable Municipal Investment Grade or VMIG rating. When either the long- or
short-term aspect of a VRDO is not rated, that piece is designated NR, e.g., Aaa/NR or NR/VMIG 1.
VMIG rating expirations are a function of each issue's specific structural or credit features. A-8
VMIG 1 This designation denotes superior credit quality. Excellent protection is afforded by the
superior short-term credit strength of the liquidity provider and structural and legal protections that
ensure the timely payment of purchase price upon demand. VMIG 2 This designation denotes strong
credit quality. Good protection is afforded by the strong short-term credit strength of the liquidity
provider and structural and legal protections that ensure the timely payment of purchase price upon
demand. VMIG 3 This designation denotes acceptable credit quality. Adequate protection is
afforded by the satisfactory short-term credit strength of the liquidity provider and structural and
legal protections that ensure the timely payment of purchase price upon demand. SG This
designation denotes speculative-grade credit quality. Demand features rated in this category may
supported by a liquidity provider that does not have an investment grade short-term rating or may
lack the structural and/or legal protections necessary to ensure the timely payment of purchase price
upon demand. COMMERCIAL PAPER Moody's short-term ratings are opinions of the ability of
issuers to honor short-term financial obligations. Ratings may be assigned to issuers, short-term
programs or to individual short-term debt instruments. Such obligations generally have an original
maturity not exceeding thirteen months, unless explicitly noted. Moody's employs the following
designations to indicate the relative repayment ability of rated issuers: P-1 Issuers (or supporting
institutions) rated Prime-1 have a superior ability to repay short-term debt obligations. P-2 Issuers
(or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt obligations.
A-9 P-3 Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay
short-term obligations. NP Issuers (or supporting institutions) rated Not Prime do not fall within any
of the Prime rating categories. Note: Canadian issuers rated P-1 or P-2 have their short-term ratings
enhanced by the senior-most long-term rating of the issuer, its guarantor or support-provider. Fitch
Rating Services, Inc.-- A brief description of the applicable Fitch Rating Services, Inc. ("Fitch")
ratings symbols and meanings (as published by Fitch) follows: LONG-TERM CREDIT RATINGS
International Long-Term Credit Ratings are more commonly referred to as simply "Long-Term
Ratings." The following scale applies to foreign currency and local currency ratings. International
credit ratings assess the capacity to meet foreign or local currency commitments. Both foreign and
local currency ratings are internationally comparable assessments. The local currency rating
measures the probability of payment only within the sovereign state's currency and jurisdiction.
AAA Highest credit quality. 'AAA' ratings denote the lowest expectation of credit risk. They are
assigned only in case of exceptionally strong capacity for timely payment of financial commitments.
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This capacity is highly unlikely to be adversely affected by foreseeable events. AA Very high credit
quality. 'AA' ratings denote a very low expectation of credit risk. They indicate very strong capacity
for timely payment of financial commitments. This capacity is not significantly vulnerable to
foreseeable events. A High credit quality. 'A' ratings denote a low expectation of credit risk. The
capacity for timely payment of financial commitments is considered strong. This capacity may,
nevertheless, be more vulnerable to changes in circumstances or in economic conditions than is the
case for higher ratings. A-10 BBB Good credit quality. 'BBB' ratings indicate that there is currently
a low expectation of credit risk. The capacity for timely payment of financial commitments is
considered adequate, but adverse changes in circumstances and in economic conditions are more
likely to impair this capacity. This is the lowest investment-grade category. BB Speculative. 'BB'
ratings indicate that there is a possibility of credit risk developing, particularly as the result of
adverse economic change over time; however, business or financial alternatives may be available to
allow financial commitments to be met. Securities rated in this category are not investment grade. B
Highly speculative. 'B' ratings indicate that significant credit risk is present, but a limited margin of
safety remains. Financial commitments are currently being met; however, capacity for continued
payment is contingent upon a sustained, favorable business and economic environment. CCC, CC, C
High default risk. Default is a real possibility. Capacity for meeting financial commitments is solely
reliant upon sustained, favorable business or economic developments. A 'CC' rating indicates that
default of some kind appears probable. 'C' ratings signal imminent default. DDD, DD, D Default.
The ratings of obligations in this category are based on their prospects for achieving partial or full
recovery in a reorganization or liquidation of the obligor. While expected recovery values are highly
speculative and cannot be estimated with any precision, the following serve as general guidelines.
'DDD' obligations have the highest potential for recovery, around 90%-100% of outstanding
amounts and accrued interest. 'DD' indicates potential recoveries in the range of 50%-90% and 'D'
the lowest recovery potential, i.e., below 50%. Entities rated in this category have defaulted on some
or all of their obligations. Entities rated 'DDD' have the highest prospect for resumption of
performance or continued operation with or without a formal reorganization process. Entities rated
'DD' and 'D' are generally undergoing a formal reorganization or liquidation process; those rated
'DD' are likely to satisfy a higher portion of their outstanding obligations, while entities rated 'D'
have a poor prospect of repaying all obligations. A-11 SHORT-TERM CREDIT RATINGS
International Short-Term Credit Ratings are more commonly referred to as simply "Short-Term
Ratings." The following scale applies to foreign currency and local currency ratings. A short-term
rating has a time horizon of less than 12 months for most obligations, or up to three years for U.S.
public finance securities, and thus places greater emphasis on the liquidity necessary to meet
financial commitments in a timely manner. International credit ratings assess the capacity to meet
foreign or local currency commitments. Both foreign and local currency ratings are internationally
comparable assessments. The local currency rating measures the probability of payment only within
the sovereign state's currency and jurisdiction. F1 Highest credit quality. Indicates the strongest
capacity for timely payment of financial commitments; may have an added "+" to denote any
exceptionally strong credit feature. F2 Good credit quality. A satisfactory capacity for timely
payment of financial commitments, but the margin of safety is not as great as in the case of the
higher ratings. F3 Fair credit quality. The capacity for timely payment of financial commitments is
adequate; however, near-term adverse changes could result in a reduction to non-investment grade.
B Speculative. Minimal capacity for timely payment of financial commitments, plus vulnerability to
near-term adverse changes in financial and economic conditions. C High default risk. Default is a
real possibility. Capacity for meeting financial commitments is solely reliant upon a sustained,
favorable business and economic environment. D Default. Denotes actual or imminent payment
default. A-12 Notes to Long-term and Short-term ratings: "+" or "-" may be appended to a rating to
denote relative status within major rating categories. Such suffixes are not added to the 'AAA'
Long-term rating category, to categories below 'CCC,' or to Short-term ratings other than 'F1'. 'NR'
indicates that Fitch does not rate the issuer or issue in question. 'Withdrawn': A rating is withdrawn
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when Fitch deems the amount of information available to be inadequate for rating purposes, or when
an obligation matures, is called, or refinanced. Rating Watch: Ratings are placed on Rating Watch to
notify investors that there is a reasonable probability of a rating change and the likely direction of
such change. These are designated as "Positive," indicating a potential upgrade, "Negative," for a
potential downgrade, or "Evolving," if ratings may be raised, lowered or maintained. Rating Watch
is typically resolved over a relatively short period. A Rating Outlook indicates the direction a rating
is likely to move over a one to two year period. Outlooks may be positive, stable, or negative. A
positive or negative Rating Outlook does not imply a rating change is inevitable. Similarly, ratings
for which outlooks are 'stable' could be downgraded before an outlook moves to positive or negative
if circumstances warrant such an action. Occasionally, Fitch may be unable to identify the
fundamental trend. In these cases, the Rating Outlook may be described as evolving. A-13
APPENDIX B ENERGY INCOME PARTNERS, LLC PROXY VOTING POLICIES AND
PROCEDURES If an adviser exercises voting authority with respect to client securities, Advisers
Act Rule 206(4)-6 requires the adviser to adopt and implement written policies and procedures
reasonably designed to ensure that client securities are voted in the best interest of the client. This is
consistent with legal interpretations which hold that an adviser's fiduciary duty includes handling the
voting of proxies on securities held in client accounts over which the adviser exercises investment or
voting discretion, in a manner consistent with the best interest of the client. Absent unusual
circumstances, EIP exercises voting authority with respect to securities held in client accounts
pursuant to provisions in its advisory agreements. Accordingly, EIP has adopted these policies and
procedures with the aim of meeting the following requirements of Rule 206(4)-6: o ensuring that
proxies are voted in the best interest of clients; o addressing material conflicts that may arise
between EIP's interests and those of its clients in the voting of proxies; o disclosing to clients how
they may obtain information on how EIP voted proxies with respect to the client's securities; and o
describing to clients EIP's proxy voting policies and procedures and, upon request, furnishing a copy
of the policies and procedures to the requesting client. ENGAGEMENT OF INSTITUTIONAL
SHAREHOLDER SERVICES INC. Group With the aim of ensuring that proxies are voted in the
best interest of EIP clients, EIP has engaged Institutional Shareholder Services Inc. ("ISS"),
formerly known as RiskMetrics Group, as its independent proxy voting service to provide EIP with
proxy voting recommendations, as well as to handle the administrative mechanics of proxy voting.
EIP has directed ISS to utilize its Proxy Voting Guidelines in making recommendations to vote, as
those guidelines may be amended from time to time. B-1 Conflicts of Interest in Proxy Voting There
may be instances where EIP's interests conflict, or appear to conflict, with client interests in the
voting of proxies. For example, EIP may provide services to, or have an investor who is a senior
member of, a company whose management is soliciting proxies. There may be a concern that EIP
would vote in favor of management because of its relationship with the company or a senior officer.
Or, for example, EIP (or its senior executive officers) may have business or personal relationships
with corporate directors or candidates for directorship. EIP addresses these conflicts or appearances
of conflicts by ensuring that proxies are voted in accordance with the recommendations made by
ISS, an independent third party proxy voting service. As previously noted, in most cases, proxies
will be voted in accordance with ISS's own pre-existing proxy voting guidelines. Disclosure on How
Proxies Were Voted EIP will disclose to clients in its Form ADV how clients can obtain information
on how their proxies were voted, by contacting EIP at its office in Westport, CT. EIP will also
disclose in the ADV a summary of these proxy voting policies and procedures and that upon
request, clients will be furnished a full copy of these policies and procedures. It is the responsibility
of the CCO to ensure that any requests made by clients for proxy voting information are responded
to in a timely fashion and that a record of requests and responses are maintained in EIP's books and
records. Proxy Materials EIP personnel will instruct custodians to forward to ISS all proxy materials
received on securities held in EIP client accounts. Limitations In certain circumstances, where EIP
has determined that it is consistent with the client's best interest, EIP will not take steps to ensure
that proxies are voted on securities in the client's account. The following are circumstances where
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this may occur: * Limited Value: Proxies will not be required to be voted on securities in a client's
account if the value of the client's economic interest in the securities is indeterminable or
insignificant (less than $1,000). Proxies will also not be required to be voted for any securities that
are no longer held by the client's account. * Securities Lending Program: When securities are out on
loan, they are transferred into the borrower's name and are voted by the borrower, in its discretion.
In most cases, EIP will not take steps to see that loaned securities are voted. However, where EIP
determines that a proxy vote, or other shareholder action, is materially important to the client's
account, EIP will make a good faith effort to recall the security for purposes of voting,
understanding that in certain cases, B-2 the attempt to recall the security may not be effective in
time for voting deadlines to be met. * Unjustifiable Costs: In certain circumstances, after doing a
cost-benefit analysis, EIP may choose not to vote where the cost of voting a client's proxy would
exceed any anticipated benefits to the client of the proxy proposal. OVERSIGHT OF POLICY The
CCO is responsible for overseeing these proxy voting policies and procedures. In addition, the CCO
will review these policies and procedures not less than annually with a view to determining whether
their implementation has been effective and that they are operating as intended and in such a fashion
as to maintaining EIP's compliance with all applicable requirements. RECORDKEEPING ON
PROXIES It is the responsibility of EIP's CCO to ensure that the following proxy voting records are
maintained: o a copy of EIP's proxy voting policies and procedures; o a copy of all proxy statements
received on securities in client accounts (EIP may rely on ISS or the SEC's EDGAR system to
satisfy this requirement); o a record of each vote cast on behalf of a client (EIP relies on ISS to
satisfy this requirement); o a copy of any document prepared by EIP that was material to making a
voting decision or that memorializes the basis for that decision; o a copy of each written client
request for information on how proxies were voted on the client's behalf or for a copy of EIP's proxy
voting policies and procedures; and o a copy of any written response to any client request for
information on how proxies were voted on their behalf or furnishing a copy of EIP's proxy voting
policies and procedures. The CCO will see that these books and records are made and maintained in
accordance with the requirements and time periods provided in Rule 204-2 of the Advisers Act. For
any registered investment companies advised by EIP, votes made on its behalf will be stored
electronically or otherwise recorded so that they are available for preparation of the Form N-PX,
Annual Report of Proxy Voting Record of Registered Management Investment Company. B-3
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