PROSPECTUS

38,500,000 Shares

Tekla Healthcare Opportunities Fund

Common Shares
$20.00 per Share

Tekla Healthcare Opportunities Fund (the “Trust”) is a newly organized, non-diversified, closed-end management investment company
with no operating history. The Trust’s investment objective is to seek current income and long-term capital appreciation. Under normal
market conditions, the Trust expects to invest at least 80% of its Managed Assets (as defined below) in U.S. and non-U.S. companies
engaged in the healthcare industry (“Healthcare Companies”) including equity securities, debt securities, and pooled investment vehicles.
“Managed Assets” means the total assets of the Trust (including any assets attributable to borrowings for investment purposes) minus the
sum of the Trust’s accrued liabilities (other than liabilities representing borrowings for investment purposes). The Trust’s 80% policy may
not be changed without 60 days’ prior notice to the Trust’s shareholders (“Shareholders”).

A company will be deemed to be a Healthcare Company if, at the time the Trust makes an investment in a company, 50% or more of such
company’s sales, earnings or assets arise from or are dedicated to healthcare products or services or medical technology activities.
Healthcare Companies may include companies in one or more of the following sub-sectors: pharmaceuticals, biotechnology (with respect
to which the Trust will invest not more than 40% of its Managed Assets as measured at the time of investment), managed care, life science
and tools, healthcare technology, healthcare services, healthcare supplies, healthcare facilities, healthcare equipment, healthcare
distributors and Healthcare REITs (as defined herein). Tekla Capital Management LLC (the “Investment Adviser”) determines, in its
discretion, whether a company is a Healthcare Company.

The Trust expects to invest 50-85% of its Managed Assets in equity securities (which may include common stock, preferred stock,
convertible securities, and warrants or other rights to acquire common or preferred stock) as measured at the time of investment. Of the
50-85% of its Managed Assets that are invested in equity securities, the Trust will not invest more than 20%, as measured at the time of
investment, in convertible securities, but in no event will the Trust’s investment in convertible securities exceed 30%. The Trust will not
invest more than 15% of its Managed Assets as measured at the time of investment in debt securities, including corporate debt obligations
and debt securities that are rated non-investment grade (that is, rated Ba or lower by Moody’s Investors Service, Inc. (“Moody’s”), BB+ or
lower by Standard & Poor’s Ratings Group (“S&P”), or BB by Fitch, Inc. (“Fitch”) or comparably rated by another nationally recognized
statistical rating organization (“NRSRO”), or, if unrated, determined by the Investment Adviser to be of comparable credit quality). The
Trust’s investments in non-investment grade investments and those deemed to be of similar quality are considered speculative with
respect to the issuer’s capacity to pay interest and repay principal and are commonly referred to as “junk” or “high yield” securities. See
“Risk Factors — Non-Investment Grade Securities Risk.”

(continued on inside front cover)

No Prior History. Because the Trust is newly organized, its common shares of beneficial interest (the “Shares”) have no history of
public trading. Shares of closed-end investment companies frequently trade at a discount from their net asset value (“NAV”), which
may increase investors’ risk of loss. This risk may be greater for investors expecting to sell their shares in a relatively short period
of time after completion of the public offering.

Listing. The Shares have been approved for listing on the New York Stock Exchange under the trading or “ticker” symbol “THQ.”

Investors should consider their investment goals, time horizons and risk tolerance before investing in the
Trust. An investment in the Trust is not appropriate for all investors, and the Trust is not intended to be a
complete investment program. Before buying any Shares, you should read the discussion of the principal
risks of investing in the Trust, which are summarized in “Prospectus Summary — Risk Considerations”
beginning on page 11 and in “Risk Factors” beginning on page 64.

Neither the Securities and Exchange Commission nor any state securities commission 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.

Per Share Total®
Pu{blic1 of(fie(ging o) 3 (1= P $20.00 $770,000,000
Sales Load® ..o $0.90 $34,650,000
Estimated offering @Xpenses . ... ...ttt $0.04 $1,540,000
Proceeds, after expenses, to the Trust® ... ... .. . i $19.06 $733,810,000

(footnotes on inside front cover)

The underwriters expect to deliver the Shares to purchasers on or about July 31, 2014.

Wells Fargo Securities
Morgan Stanley
UBS Investment Bank
Raymond James
Ameriprise Financial Services, Inc.

Oppenheimer & Co. RBC Capital Markets
D.A. Davidson & Co. Sterne Agee Wedbush Securities Inec.
BB&T Capital Markets Comerica Securities Henley & Company LLC
J.J.B. Hilliard, W.L. Lyons, LLC Janney Montgomery Scott Ladenburg Thalmann
Newbridge Securities Corporation Pershing LLC Southwest Securities
StockCross Financial Services, Inc. Whunderlich Securities B.C. Ziegler

The date of this prospectus is July 28, 2014.



(footnotes from previous page)

(1) The Trust has granted the underwriters an option to purchase up to 5,775,000 additional Shares at the public offering price, less the sales
load, within 45 days of the date of this prospectus solely to cover overallotments, if any. If such option is exercised in full, the public
offering price, sales load, estimated offering expenses and proceeds, after expenses, to the Trust will be $885,500,000, $39,847,500,
$1,771,000 and $843,881,500, respectively. See “Underwriting.”

(2) The Investment Adviser (and not the Trust) has agreed to pay from its own assets a structuring fee to each of Wells Fargo Securities, LLC,
Morgan Stanley & Co. LLC, UBS Securities LLC, Raymond James & Associates, Inc., Ameriprise Financial Services, Inc., RBC Capital
Markets, LLC, and a sales incentive fee to each of Oppenheimer & Co. Inc., D.A. Davidson & Co., Wedbush Securities Inc., Janney
Montgomery Scott LLC and Pershing LLC. The Investment Adviser (and not the Trust) has agreed to pay Destra Capital Investments LLC
for distribution assistance in connection with this offering, exclusive of expense reimbursement, of up to $1,713,253.55. Because the fees
described in this footnote are paid by the Investment Adviser, they are not reflected under sales load in the table above. See “Underwriting.”

(3) The Investment Adviser has agreed to pay (i) all organizational expenses of the Trust and (ii) offering expenses of the Trust (other
than the sales load) that exceed $0.04 per Share. The Trust will pay offering expenses of the Trust (other than the sales load) up to
$0.04 per Share. Any offering expenses paid by the Trust will be deducted from the proceeds of the offering received by the Trust.
After payment of such expenses, proceeds to the Trust will be $19.06 per share. The aggregate offering expenses (other than the sales
load) to be borne by the Trust are estimated to be $1,540,000 (approximately $0.04 per Share); therefore, offering expenses payable by
the Investment Adviser are estimated to be $227,820 ($0.0059 per Share). See “Trust Expenses.”

(continued from previous page)

The Trust will not invest more than 30% of its Managed Assets as measured at the time of investment in derivatives, including options,
futures, options on futures, forwards, swaps, options on swaps and other derivatives, for hedging purposes. Initially, the Trust intends to employ
a strategy of writing (selling) covered call options on a portion of the common stocks in its portfolio, writing (selling) put options on a portion
of the common stocks in its portfolio and, to a lesser extent, writing (selling) covered call and writing (selling) put options on indices of
securities and sectors of securities generally within the healthcare industry. This option strategy is intended to generate current income from
option premiums as a means to enhance distributions payable to the Trust’s Shareholders. Over time, as the Trust’s portfolio becomes more
seasoned, its ability to benefit from capital appreciation may become more limited, and the Trust will lose money to the extent that it writes
covered call options and the securities on which it writes the option appreciate above the exercise price of the option by an amount that
exceeds the exercise price of the option. Therefore, over time, the Investment Adviser may choose to decrease its use of the option writing
strategy to the extent that it may negatively impact the Trust’s ability to benefit from capital appreciation.

The Trust will not invest more than 20% of its Managed Assets as measured at the time of investment in foreign securities. The Trust
may buy and sell currencies for the purpose of settlement of transactions in foreign securities.

The Trust will not invest more than 10% of its Managed Assets as measured at the time of investment in restricted securities, including
private investments in public equity (“PIPEs”).

The Trust may invest up to 25% of its Managed Assets as measured at the time of investment in real estate investment trusts that derive
their income from the ownership, leasing, or financing of properties in the healthcare sector (“Healthcare REITs”).

The Trust may from time-to-time lend its portfolio securities.

The Trust may not be able to achieve its investment objective. For a discussion of the risks associated with an investment in the Trust,
«ns »
see “Risk Factors.

Leverage. As soon as practicable following the initial public offering of the Shares (subject to market conditions), the Trust intends to
use leverage to seek to achieve its investment objective. The Trust may issue Preferred Shares, borrow money and/or issue debt securities
(“traditional leverage”). The Trust intends to use traditional leverage through a credit facility representing up to 20% of the Trust’s Managed
Assets. In addition, the Trust may enter into reverse repurchase agreements, swaps, futures, forward contracts, securities lending, short sales,
and other derivative transactions, that have similar effects as leverage (collectively referred to as “effective leverage”). The Trust will not
employ leverage, either traditional or effective leverage, of more than 20% of the Trust’s Managed Assets as measured at the time when
leverage is incurred. Furthermore, at no time will the Trust’s use of leverage, either through traditional leverage or effective leverage, exceed
33%% of the Trust’s Managed Assets. Notwithstanding the foregoing, effective leverage incurred through the use of covered calls will not be
counted toward the Trust’s limit on the use of effective leverage or the overall 33%% leverage limitation. The Trust’s use of leverage is subject to
risks and will cause the Trust’s NAV to be more volatile than if leverage was not used. For example, a rise in short-term interest rates, which
currently are near historically low levels, will cause the Trust’s NAV to decline more than if the Trust had not used leverage. A reduction in the
Trust’s NAV may cause a reduction in the market price of its Shares. There is no assurance that the Trust’s leveraging strategies, if employed,
will be successful. See “Risk Factors — Leverage Risk.”

The Trust is permitted to obtain traditional leverage using any form or combination of financial leverage instruments, including
through funds borrowed from banks or other financial institutions (i.e,, a credit facility), margin facilities or notes issued by the Trust and the
leverage attributable to similar transactions entered into by the Trust. Although it has no current intention to do so, the Trust may also issue
preferred shares of beneficial interest (“Preferred Shares”) in an aggregate amount of up to 33%% of the Trust’s Managed Assets immediately
after such issuance. If the Trust uses traditional leverage, the amount of fees paid to the Investment Adviser for its services will be higher than
if the Trust does not use traditional leverage, because the fees paid are calculated based on Managed Assets, which includes assets purchased
with leverage. Therefore, the Investment Adviser has a financial incentive to use traditional leverage, which creates a conflict of interest
between the Investment Adviser and common shareholders, as only the common shareholders would bear the fees and expenses incurred
through the Trust’s use of traditional leverage, including the issuance of Preferred Shares, if any. The Trust’s willingness to use traditional
leverage, and the extent to which traditional leverage is used at any time, will depend on many factors. See “Trust Expenses.”

In addition, the Trust may obtain effective leverage through the use of forward foreign currency exchange contracts, futures contracts,
call and put options (including options on futures contracts, swaps, bonds, stocks and indexes), swaps (including credit default, index, basis,
total return, volatility and currency swaps), forward contracts, loans of portfolio securities, short sales, when-issued, delayed delivery or forward
commitment transactions and other derivative instruments. The Trust may use effective leverage opportunistically, though not at all times, and
may choose to increase or decrease its effective leverage, or use different types or combinations of leveraging instruments, based on the
Investment Adviser’s assessment of market conditions and the investment environment, and the costs that the Trust would incur as a result of
such effective leverage. There is no assurance that the Trust will utilize any form or combination of effective leverage. To the extent the Trust
uses effective leverage, such transactions (with the exception of the use of covered calls) will be included in calculating the aggregate amount
of leverage for purposes of the overall 33%% leverage limitation on both traditional and effective leverage set forth above.

This prospectus sets forth concisely the information about the Trust you should know before investing, including information about
risks. You should read this prospectus and retain it for future reference. A Statement of Additional Information dated July 28, 2014 (the “SAI”)
containing additional information about the Trust has been filed with the Securities and Exchange Commission (“SEC” or “Commission”) and
is incorporated by reference in its entirety into this prospectus. A copy of the SAI, the table of contents of which appears on page 116 of this
prospectus, may be obtained without charge by contacting the Investment Adviser at (617) 772-8500. The Trust also will produce both annual
and semi-annual reports that will contain important information about the Trust. The Trust’s annual and semi-annual reports will be available
free upon request by contacting the Investment Adviser at (617) 772-8500. The Commission maintains a website (http://www.sec.gov) that will
contain reports and any material incorporated by reference and other information regarding the Trust. You can also access and download the
annual and semi-annual reports, when available, and the SAT at the Trust’s website: www.teklacap.com.

The Shares do not represent a deposit or an obligation of, and are not guaranteed or endorsed by, any bank or other insured
depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board or any
other government agency.

Information about the Trust can be reviewed and copied at the Securities and Exchange Commission’s Public Reference Room in
Washington, DC. Call (202) 551-8090 for information on the operation of the Public Reference Room. This information is also available in the
Commission’s Internet site at http://www.sec.gov, and copies may be obtained upon payment of a duplicating fee by writing the Public
Reference Section of the Securities and Exchange Commission, Washington, DC 20549-0102.
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You should rely only on the information contained or incorporated by reference in this prospectus.
The Trust has not, and the underwriters have not, authorized any other person to provide you with
different information. If anyone provides you with different or inconsistent information, you should
not rely on it. The Trust is not, and the underwriters are not, making an offer to sell these securities
in any jurisdiction where the offer or sale is not permitted. You should not assume that the
information in this prospectus is accurate as of any date other than the date of this prospectus. The
Trust’s business, financial condition and prospects may have changed since that date.



PROSPECTUS SUMMARY

This is only a summary. This summary does not contain all of the information that you should
consider before investing in the Trust. You should review the more detailed information contained in this
prospectus and in the (Statement of Additional Information (the “SAI”), dated July 28, 2014, especially the
information set forth in this prospectus under the heading “Risk Factors.”

TheTrust..............coooiiiiii ..

The Offering .............................

Investment Objective and Strategies ...

Tekla Healthcare Opportunities Fund (the “Trust”) is a
newly organized, non-diversified closed-end management
investment company with no operating history. See
“Description of the Trust.”

The Trust is offering 38,500,000 common shares of
beneficial interest (“Shares”) of the Trust at $20.00 per Share
through a group of underwriters (the “Underwriters”) led by
Wells Fargo Securities, LLC, Morgan Stanley & Co. LLC, UBS
Securities LLC, Raymond James & Associates, Inc. and
Ameriprise Financial Services, Inc. You must purchase at
least 100 Shares ($2,000) in order to participate in this
offering. The Trust’s investment adviser, Tekla Capital
Management LLC (the “Investment Adviser”) has agreed to
pay (i) all organizational expenses of the Trust and

(ii) offering expenses (other than the sales load) that exceed
$0.04 per Share. See “Underwriting.”

The Trust’s investment objective is to seek current income
and long-term capital appreciation.

Under normal market conditions, the Trust expects to invest
at least 80% of its Managed Assets in U.S. and non-U.S.
companies engaged in the healthcare industry (“Healthcare
Companies”) including equity securities, debt securities,
and pooled investment vehicles. “Managed Assets” means
the total assets of the Trust (including any assets
attributable to borrowings for investment purposes) minus
the sum of the Trust’s accrued liabilities (other than
liabilities representing borrowings for investment purposes).
The Trust’s 80% policy may not be changed without 60 days’
prior notice to the Trust’s shareholders (the “Shareholders”).

A company will be deemed to be a Healthcare Company if,
at the time the Trust makes an investment in the company,
50% or more of such company’s sales, earnings or assets
arise from or are dedicated to healthcare products or
services or medical technology activities. Healthcare
Companies may include companies in one or more of the
following sub-sectors: pharmaceuticals, biotechnology (with
respect to which the Trust will invest not more than 40% of
its Managed Assets as measured at the time of investment),
managed care, life science and tools, healthcare technology,
healthcare services, healthcare supplies, healthcare facilities,
healthcare equipment, healthcare distributors and
Healthcare REITs (as defined herein). The Investment
Adviser determines, in its discretion, whether a company is
a Healthcare Company.




The Trust expects to invest 50-85% of its Managed Assets in
equity securities (which may include common stock,
preferred stock, convertible securities, and warrants or other
rights to acquire common or preferred stock) as measured at
the time of investment. Of the 50-85% of its Managed Assets
that are invested in equity securities, the Trust will not
invest more than 20%, as measured at the time of
investment, in convertible securities, but in no event will the
Trust’s investment in convertible securities exceed 30%. The
Trust will not invest more than 15% of its Managed Assets as
measured at the time of investment in debt securities,
including corporate debt obligations and debt securities
that are rated non-investment grade (that is, rated Ba or
lower by Moody’s Investors Service, Inc. (“Moody’s”), BB+ or
lower by Standard & Poor’s Ratings Group (“S&P”), or BB by
Fitch, Inc. (“Fitch”) or comparably rated by another
nationally recognized statistical rating organization
(“NRSRO”), or, if unrated, determined by the Investment
Adviser to be of comparable credit quality). The Trust’s
investments in non-investment grade investments and those
deemed to be of similar quality are considered speculative
with respect to the issuer’s capacity to pay interest and
repay principal and are commonly referred to as “junk” or
“high yield” securities.

The Trust will not invest more than 30% of its Managed
Assets as measured at the time of investment in derivatives,
including options, futures, options on futures, forwards,
swaps, options on swaps and other derivatives, for hedging
purposes. Initially, the Trust intends to employ a strategy of
writing (selling) covered call options on a portion of the
common stocks in its portfolio, writing (selling) put options
on a portion of the common stocks in its portfolio and, to a
lesser extent, writing (selling) covered call and writing
(selling) put options on indices of securities and sectors of
securities generally within the healthcare industry. This
option strategy is intended to generate current income from
option premiums as a means to enhance distributions
payable to the Trust’s Shareholders. Over time, as the Trust’s
portfolio becomes more seasoned, its ability to benefit from
capital appreciation may become more limited, and the
Trust will lose money to the extent that it writes covered call
options and the securities on which it writes the option
appreciates above the exercise price of the option by an
amount that exceeds the exercise price of the option.
Therefore, over time, the Investment Adviser may choose to
decrease its use of the option writing strategy to the extent
that it may negatively impact the Trust’s ability to benefit
from capital appreciation.

The Trust will not invest more than 20% of its Managed
Assets as measured at the time of investment in foreign




Investment Philosophy .

The Trust’s Investments

securities. The Trust may buy and sell currencies for the
purpose of settlement of transactions in foreign securities.

The Trust will not invest more than 10% of its Managed
Assets as measured at the time of investment in restricted
securities, including private investments in public equity
(“PIPEs”).

The Trust may invest up to 25% of its Managed Assets as
measured at the time of investment in real estate investment
trusts that derive their income from the ownership, leasing,
or financing of properties in the healthcare sector
(“Healthcare REITS”).

The Trust may from time-to-time lend its portfolio
securities. See “Investment Techniques — Securities
Lending”

The Investment Adviser manages the Trust with a
healthcare focus, using its operating knowledge and
experience of research and development; the startup and
growth of venture companies; clinical trials design and
execution; U.S. Food and Drug Administration (“FDA”)
interactions, and involvement in breakthrough products.
The Investment Adviser’s unique skill set and long tenure
evaluating healthcare companies has provided it with the
experience to identify investment opportunities across the
capital structure in companies at all stages of their
development. The Investment Adviser intends to invest the
Trust’s assets across the full capital structure of healthcare
securities. A company’s capital structure refers to the way it
finances its business and can include some combination of
equity securities, debt securities or hybrid securities, such
as convertible securities. The Investment Adviser pursues
its investment objective through the use of multiple sources
of potential income, by varying the Trust’s exposure across
the healthcare industry, and by seeking to gain access to
special opportunities such as PIPEs and convertible
securities.

Healthcare Companies. The Trust expects to invest in
U.S. and non-U.S. equity and debt securities of companies in
the healthcare industry, including, but not limited to,
biotechnology (with respect to which the Trust will invest not
more than 40% of its Managed Assets as measured at the
time of investment), pharmaceutical, medical devices and
healthcare services companies. See “Investment
Techniques — Healthcare Companies.” These investments
are designed to take advantage of recent developments in
certain healthcare sectors. For example, demographic
changes are driving an increase in medical products due to
the high growth rate of the population of Americans age 65
and older. Recent developments in the pharmaceutical,
biotechnology, and medical technology industries have




produced a series of products that will extend or improve the
quality of patients’ lives, especially in the areas of oncology,
infectious disease, inflammation and orphan diseases. The
Investment Adviser also believes that the following trends
have investment potential: (i) biopharmaceuticals, including
products for novel targets; (ii) treatments for orphan and
ultra-orphan (i.e, rare and extremely rare) diseases, including
gene therapy; (iii) specialty pharmaceuticals; (iv) generic
pharmaceuticals; (v) novel medical devices; (vi) life sciences
tools and diagnostics; and (vii) products that will benefit
from changes in the medical regulatory landscape.

Equity Securities. The Trust expects to invest 50-85% of
its Managed Assets as measured at the time of investment
in equity securities, which may include common stock,
preferred stock, convertible securities, and warrants or other
rights to acquire common or preferred stock. Of the 50-85%
of its Managed Assets that are invested in equity securities,
the Trust will not invest more than 20%, as measured at the
time of investment, in convertible securities, but in no event
will the Trust’s investment in convertible securities exceed
30%. Common stock represents shares of a corporation or
other entity that entitle the holder to a pro rata share of the
profits of the entity, if any, without preference over any other
shareholder or class of shareholders, including holders of
the entity’s preferred stock and other senior equity. Common
stock usually carries with it the right to vote and frequently
an exclusive right to do so. Preferred stock represents shares
of a corporation or other entity that pay dividends at a
specified rate and have precedence over common stock in
the payment of dividends. If the corporation or other entity
is liquidated or declares bankruptcy, the claims of owners of
preferred stock will have precedence over the claims of
owners of common stock, but not over the claims of owners
of bonds or other debt securities. Rights and warrants are
instruments which entitle the holder to buy an equity
security at a specific price for a specific period of time.
Rights are similar to warrants but typically have shorter
durations and are offered to current stockholders of the
issuer. Changes in the value of a right or a warrant do not
necessarily correspond to changes in the value of its
underlying security.

Debt Securities. The Trust will not invest more than 15%
of its Managed Assets as measured at the time of
investment in debt securities, including corporate debt
obligations and debt securities rated non-investment grade
(that is, rated Ba or lower by Moody’s, BB+ or lower by S&P,
or BB by Fitch or comparably rated by another NRSRO, or, if
unrated, determined by the Investment Adviser to be of
comparable credit quality). These securities are commonly




called “high yield” or “junk” bonds. The Trust may invest in
debt securities of any maturity.

Corporate Debt Obligations. Corporate debt obligations
include bonds, notes, debentures, commercial paper and
other obligations of corporations to pay interest and repay
principal. The Trust may invest in corporate debt
obligations issued by U.S. and certain non-U.S. issuers that
issue securities denominated in the U.S. dollar. In addition
to obligations of corporations, corporate debt obligations
include securities issued by banks and other financial
institutions and supranational entities (i.e., the World Bank,
the International Monetary Fund, etc.).

Bank Obligations. The Trust may invest in obligations
issued or guaranteed by U.S. or foreign banks. Bank
obligations, including without limitation, time deposits,
bankers’ acceptances and certificates of deposit, may be
general obligations of the parent bank or may be limited to
the issuing branch by the terms of the specific obligations
or by government regulations. Banks are subject to
extensive but different governmental regulations which may
limit both the amount and types of loans which may be
made and interest rates which may be charged. In addition,
the profitability of the banking industry is largely
dependent upon the availability and cost of funds for the
purpose of financing lending operations under prevailing
money market conditions. General economic conditions as
well as exposure to credit losses arising from possible
financial difficulties of borrowers play an important part in
the operation of this industry.

REITs. The Trust may invest up to 25% of Managed Assets
as measured at the time of investment in Healthcare REITs.
The value of a REIT is affected by changes in the value of
the properties owned by the REIT or securing mortgage
loans held by the REIT. REITs are dependent upon the
ability of the REITs’ managers, and are subject to heavy cash
flow dependency, default by borrowers and the qualification
of the REITs under applicable regulatory requirements for
favorable income tax treatment. REITs are also subject to
risks generally associated with investments in real estate
including possible declines in the value of real estate,
general and local economic conditions, environmental
problems and changes in interest rates. To the extent that
assets underlying a REIT are concentrated geographically,
by property type or in certain other respects, these risks may
be heightened. The Trust will indirectly bear its
proportionate share of any expenses, including management
fees, paid by a REIT in which it invests. Healthcare REITs
are REITs that derive their income from the ownership,
leasing, or financing of properties in the healthcare sector.




Derivatives. Generally, derivatives are financial contracts
whose value depends upon, or is derived from, the value of
an underlying asset, reference rate or index, and may relate
to individual debt or equity instruments, interest rates,
currencies or currency exchange rates and related indexes.
The Trust will not invest more than 30% of its Managed
Assets as measured at the time of investment in derivative
instruments including options, futures, options on futures,
forwards, swaps, options on swaps and other derivatives for
hedging purposes, although suitable derivative instruments
may not always be available to the Investment Adviser for
these purposes for investment. To the extent that the
security or index underlying the derivative or synthetic
instrument is or is composed of securities of Healthcare
Companies, the Trust will include such derivative and
synthetic instruments for the purposes of the Trust’s 80%
policy. The Trust may engage in short sales and short sales
against the box in an amount not to exceed 10% of its
Managed Assets as measured at the time of investment.

Initially, the Trust intends to employ a strategy of writing
(selling) covered call options on a portion of the common
stocks in its portfolio, writing (selling) put options on a
portion of the common stocks in its portfolio and, to a lesser
extent, writing (selling) covered call and writing (selling)
put options on indices of securities and sectors of securities
generally within the healthcare industry. This option
strategy is intended to generate current income from option
premiums as a means to enhance distributions payable to
the Trust’s Shareholders. Over time, as the Trust’s portfolio
becomes more seasoned, its ability to benefit from capital
appreciation may become more limited, and the Trust will
lose money to the extent that it writes covered call options
and the securities on which it writes the option appreciate
above the exercise price of the option by an amount that
exceeds the exercise price of the option. Therefore, over
time, the Investment Adviser may choose to decrease its use
of the option writing strategy to the extent that it may
negatively impact the Trust’s ability to benefit from capital
appreciation.

Foreign Securities. The Trust will not invest more than
20% of its Managed Assets as measured at the time of
investment in non-U.S. securities, which may include
securities denominated in U.S. dollars or in non-U.S.
currencies or multinational currency units. The Trust may
invest in non-U.S. securities of so-called emerging market
issuers. For purposes of the Trust, a company is deemed to
be a non-U.S. company if it meets one of the following tests:
(i) such company was not organized in the United States; or
(ii) such company’s primary business office is not in the
United States. Non-U.S. securities markets generally are not




as developed or efficient as those in the United States.
Securities of some non-U.S. issuers are less liquid and more
volatile than securities of comparable U.S. issuers. Similarly,
volume and liquidity in most non-U.S. securities markets are
less than in the United States and, at times, price volatility
can be greater than in the United States.

Initial Public Offerings. The Trust may invest a portion
of its assets in shares of issuers which are engaging in
Initial Public Offerings (“IPOs”), if consistent with the
Trust’s investment objective and policies. IPOs may have a
magnified impact on the performance of a fund with a small
asset base. The impact of IPOs on a fund’s performance
likely will decrease as such fund’s asset size increases, which
could reduce such fund’s returns. IPOs may not be
consistently available to the Trust for investing. IPO shares
frequently are volatile in price due to the absence of a prior
public market, the small number of shares available for
trading and limited information about the issuer. Therefore,
the Trust may hold IPO shares for a very short period of
time. This may increase turnover and may lead to increased
expenses, such as commissions and transaction costs all of
which will be borne indirectly by the Trust’s Shareholders. In
addition, IPO shares can experience an immediate drop in
value if the demand for the securities does not continue to
support the offering price.

Convertible Securities. The Trust may invest in
convertible securities. Of the 50-85% of its Managed Assets
that are invested in equity securities, the Trust will not
invest more than 20%, as measured at the time of
investment, in convertible securities, but in no event will the
Trust’s investment in convertible securities exceed 30%.
Convertible securities are preferred stock or debt
obligations that are convertible into common stock.
Convertible securities generally offer lower interest or
dividend yields than non-convertible securities of similar
quality. Convertible securities in which the Trust invests are
subject to the same rating criteria as its other investments in
fixed-income securities. Convertible securities have both
equity and fixed-income risk characteristics. Like all fixed-
income securities, the value of convertible securities is
susceptible to the risk of market losses attributable to
changes in interest rates. Generally, the market value of
convertible securities tends to decline as interest rates
increase and, conversely, to increase as interest rates
decline. However, when the market price of the common
stock underlying a convertible security exceeds the
conversion price of the convertible security, the convertible
security tends to reflect the market price of the underlying
common stock. As the market price of the underlying
common stock declines, the convertible security, like a fixed-




Leverage

income security, tends to trade increasingly on a yield basis,
and thus may not decline in price to the same extent as the
underlying common stock.

Restricted Securities. The Trust will not invest more than
10% of its Managed Assets as measured at the time of
investment in securities and other financial instruments that
are not registered or that are offered in an exempt non-
public offering (“Restricted Securities”) under the Securities
Act of 1933, as amended, (the “Securities Act”) including
securities eligible for resale to “qualified institutional
buyers” pursuant to Rule 144A under the Securities Act.

The purchase price and subsequent valuation of Restricted
Securities may reflect a discount from the price at which
such securities trade when they are not restricted, because
the restriction makes them less liquid. The amount of the
discount from the prevailing market price is expected to
vary depending upon the type of security, the character of
the issuer, the length and nature of the restriction, the party
who will bear the expenses of registering the Restricted
Securities and prevailing supply and demand conditions.

Other Investment Companies. The Trust may invest in
securities of other investment companies, such as mutual
funds, closed-end funds and ETFs, subject to statutory
limitations prescribed by the Investment Company Act of
1940, as amended (the “Investment Company Act”). These
limitations include in certain circumstances a prohibition
on the Trust acquiring more than 3% of the voting shares of
any other investment company, and a prohibition on
investing more than 5% of the Trust’s total assets in
securities of any one investment company or more than 10%
of the Trust’s total assets in securities of all investment
companies.

For additional information about the Trust’s investments,
see “Investment Techniques.”

The Trust currently intends to use leverage to seek to
achieve its investment objective. The Trust is permitted to
obtain leverage using any form or combination of financial
leverage instruments, including through funds borrowed
from banks or other financial institutions (i.e., a credit
facility), the issuance of Preferred Shares, margin loan
facilities or notes (collectively, “traditional leverage”). The
Trust intends to use traditional leverage through a credit
facility representing up to 20% of the Trust’s Managed
Assets. In addition, the Trust may enter into investment
management techniques that have similar effects as
leverage, including, among others, swaps, futures and
forward contracts, reverse repurchase agreements, options
and other derivative transactions (collectively, “effective
leverage”). The Trust will not employ leverage, either




Investment Adviser......................

Distributions

traditional or effective leverage, of more than 20% of the
Trust’s Managed Assets as measured at the time when
leverage is incurred. Furthermore, at no time will the Trust’s
use of leverage, either through traditional or effective
leverage, exceed 33%% of the Trust’s Managed Assets. To the
extent the Trust uses effective leverage, such transactions
(with the exception of the use of covered calls) will be
included in calculating the aggregate amount of leverage for
purposes of the overall 33%% limitation on both traditional
and effective leverage set forth above. Notwithstanding the
foregoing, effective leverage incurred through the use of
covered calls will not be counted toward the Trust’s limit on
the use of effective leverage or the overall 33%% leverage
limitation. The Trust may use leverage opportunistically,
though not at all times, and may choose to increase or
decrease its leverage, or use different types or combinations
of leveraging instruments, based on the Investment
Adviser’s assessment of market conditions and the
investment environment, and the costs that the Trust would
incur as a result of such leverage. There is no assurance that
the Trust will utilize any form or combination of leverage.

The Trust’s use of leverage is subject to risks and will cause
the Trust’s NAV to be more volatile than if leverage was not
used. For example, a rise in short-term interest rates, which
currently are near historically low levels, will cause the
Trust’s NAV to decline more than if the Trust had not used
leverage. A reduction in the Trust’s NAV may cause a
reduction in the market price of its Shares. There is no
assurance that the Trust’s leveraging strategies will be
successful. See “Risk Factors — Leverage Risk.”

Tekla Capital Management LLC (the “Investment Adviser”)
serves as investment adviser to the Trust. The Investment
Adviser also serves as investment adviser to H&Q Life
Sciences Investors (“HQL”) and H&Q Healthcare Investors
(“HQH?”), publicly traded, closed-end management
investment companies that invest in companies in the
healthcare industries. See “Management of the Trust —
Investment Adviser.” The Trust may be subject to certain
potential conflicts of interest. See “Portfolio Transactions
and Brokerage.”

For the services provided by the Investment Adviser under
the Investment Advisory Agreement between the
Investment Adviser and the Trust (the “Advisory
Agreement”), the Trust pays a fee, computed and payable
monthly, of 1.00% (annualized) of the Trust’s average daily
Managed Assets.

The Trust currently anticipates making distributions to its
shareholders each month in cash out of legally available
funds. The Trust expects to declare the initial monthly
dividend on the Trust’s Shares approximately 45 days after




Dividend Reinvestment and Stock
PurchasePlan..........................

Taxation

completion of this offering and to pay that initial monthly
dividend approximately 60 to 90 days after completion of
this offering, depending on market conditions.

The Trust’s distribution policy and the basis for establishing
the rate of its monthly distributions may be changed at any
time by the Board of Trustees (the “Board”) without
Shareholder approval. The Trust has filed an exemptive
application seeking an exemptive order from the
Commission under Section 19(b) of the Investment
Company Act, which would permit the Trust to distribute
long-term capital gains to shareholders more than once per
year. There can be no assurance that the Commission will
grant such relief. See “Dividends and Distributions.”

Shareholders will automatically have all dividends and
distributions reinvested in Shares of the Trust in accordance
with the Trust’s Dividend Reinvestment and Stock Purchase
Plan (“DRIP”). A Shareholder may terminate his or her
participation in the DRIP at any time by contacting the Plan
Agent (as defined herein) before the record date of the next
distribution by telephone, on the Internet, or in writing.
Shareholders whose Shares are held in the name of a broker
or other nominee and who wish to elect to receive any
dividends and distributions in cash must contact their
broker or nominee. All distributions to Shareholders who do
not participate in the DRIP, or who have elected to terminate
their participation in the DRIP, will be paid by check mailed
directly to the record holder by or under the direction of the
Plan Agent when the Board declares a distribution. See
“Dividend Reinvestment and Stock Purchase Plan.”

The Trust intends to elect to be treated and to qualify in each
of its taxable years as a regulated investment company
(“RIC”) under the Internal Revenue Code of 1986, as amended
(the “Code”). As a RIC, the Trust generally will not be
required to pay U.S. federal income taxes on any ordinary
income or capital gains that the Trust distributes to its
Shareholders. To qualify as a RIC and maintain RIC status,
the Trust must meet specific source-of-income and asset
diversification requirements and must generally distribute an
amount at least equal to the sum of 90% of its investment
company taxable income (which includes, among other items,
dividends, interest and net short-term capital gains in excess
of net long-term capital losses, but determined without regard
to the deduction for dividends paid) plus 90% of any net tax-
exempt income for the Trust’s taxable year. I, in any year, the
Trust fails to qualify as a RIC under U.S. federal income tax
laws, the Trust would be taxed as an ordinary corporation. In
such circumstances, the Trust could be required to recognize
unrealized gains, pay substantial taxes and make substantial
distributions before re-qualifying as a RIC that is accorded
special tax treatment. See “Taxation.”
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Independent Registered Public
Accounting Firm.......................

Investor Support Services...............

Listing............ooooiiiiiii

Risk Considerations .....................

Deloitte & Touche LLP is the independent registered public
accounting firm for the Trust and will audit the Trust’s
financial statements.

The Trust has retained Destra Capital Investments LLC
(“Destra”) to provide investor support services in
connection with the ongoing operation of the Trust. Such
services include providing ongoing contact with respect to
the Trust and its performance with financial advisors that
are representatives of financial intermediaries,
communicating with the New York Stock Exchange
(“NYSE”) specialist for the Shares, and with the closed-end
fund analyst community regarding the Trust on a regular
basis, and hosting and maintaining a website for the Trust.
The Trust will pay Destra a services fee in an annual amount
equal to (i) 0.12% of the average aggregate daily value of the
Trust’s Managed Assets from the closing through the first
anniversary of the closing and (ii) 0.10% of the average
aggregate daily value of the Trust’s Managed Assets from
the date immediately following such first anniversary
through the remaining term of the investor support services
agreement. The investor support services agreement will be
in effect for a period of two years from the closing and will
continue for successive one year periods unless either party
to the agreement provides written notice to the other party
at least 30 days prior to the end of the applicable period.

The Shares have been approved for listing on the NYSE
under the trading or “ticker” symbol “THQ.”

The following are the principal risks of investing in the
Trust that you should carefully consider before investing in
the Shares. In addition, see “Risk Factors” beginning on
page 64 for a more detailed discussion of the principal risks
as well as certain other risks you should consider carefully
before investing in the Shares.

No Operating History. The Trust is a newly organized,
non-diversified closed-end management investment
company with no operating history. It is designed for long-
term investing and not as a vehicle for trading. This risk
may be greater for investors expecting to sell their shares in
a relatively short period of time after completion of the
public offering. See “Risk Factors — No Operating History.”

Market Risk. As with any investment company that
invests in equity securities, the Trust is subject to market
risk — the possibility that the prices of equity securities will
decline over short or extended periods of time. As a result,
the value of an investment in the Trust’s Shares will
fluctuate with the market. You could lose some or all of your
investment over short or long periods of time. See “Risk
Factors — Market Risk.”
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Political and economic news can influence market-wide
trends and can cause disruptions in the U.S. or world
financial markets. Other factors may be ignored by the
market as a whole but may cause movements in the price of
one company’s stock or the stock of companies in one or
more industries. All of these factors may have a greater
impact on initial public offerings and emerging company
shares.

Equity Securities Risk. The Trust expects to invest
50-85% of its Managed Assets in equity securities as
measured at the time of investment. Equity risk is the risk
that equity securities held by the Trust will fall due to
general market or economic conditions, perceptions
regarding the industries in which the issuers of securities
held by the Trust participate, changes in interest rates, and
the particular circumstances and performance of particular
companies whose securities the Trust holds. The price of an
equity security of an issuer may be particularly sensitive to
general movements in the stock market, or a drop in the
stock market may depress the price of most or all of the
equity securities held by the Trust. In addition, equity
securities held by the Trust may decline in price if the issuer
fails to make anticipated distributions or dividend payments
because, among other reasons, the issuer experiences a
decline in its financial condition. See “Risk Factors — Equity
Securities Risk.”

Selection Risk. Different types of equity securities tend to
shift into and out of favor with investors, depending on
market and economic conditions. The performance of funds
that invest in healthcare industry equity securities may at
times be better or worse than the performance of funds that
focus on other types of securities or that have a broader
investment style. See “Risk Factors — Selection Risk.”

Concentration in the Healthcare Industries. Under
normal market conditions, the Trust expects to invest at
least 80% of its Managed Assets in securities of Healthcare
Companies. As a result, the Trust’s portfolio may be more
sensitive to, and possibly more adversely affected by,
regulatory, economic or political factors or trends relating to
the healthcare industries than a portfolio of companies
representing a larger number of industries. As a result of its
concentration policy, the Trust’s investments may be subject
to greater risk and market fluctuation than a fund that has
securities representing a broader range of investments. The
Trust may occasionally make investments in any company
with the objective of controlling or influencing the
management and policies of that company, which could
potentially make the Trust more susceptible to declines in
the value of the company’s stock. The Investment Adviser
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may seek control in public companies only occasionally and
most often in companies with a small capitalization.

Healthcare Companies have in the past been characterized
by limited product focus, rapidly changing technology and
extensive government regulation. In particular,
technological advances can render an existing product,
which may account for a disproportionate share of a
company’s revenue, obsolete. Obtaining governmental
approval from agencies such as the Food and Drug
Administration (the “PFDA”) for new products can be lengthy,
expensive and uncertain as to outcome. These factors may
result in abrupt advances and declines in the securities
prices of particular companies and, in some cases, may have
a broad effect on the prices of securities of companies in
particular healthcare industries.

Intense competition exists within and among certain
healthcare industries, including competition to obtain and
sustain proprietary technology protection, including
patents, trademarks and other intellectual property rights,
upon which Healthcare Companies can be highly dependent
for maintenance of profit margins and market exclusivity.
The complex nature of the technologies involved can lead to
patent disputes, including litigation that could result in a
company losing an exclusive right to a patent.

Cost containment measures implemented by the federal
government, state governments and the private sector have
adversely affected certain sectors of the healthcare
industries. The implementation of any such further cost
containment measures may have an adverse effect on some
companies in the healthcare industries.

Product development efforts by Healthcare Companies may
not result in commercial products. Even after a product is
commercially released, governmental agencies may require
additional clinical trials or change the labeling requirements
for products if additional product side effects are identified,
which could have a material adverse effect on the market
price of the securities of those Healthcare Companies.

Certain Healthcare Companies in which the Trust may invest
may be exposed to potential product liability risks that are
inherent in the testing, manufacturing, marketing and sale of
pharmaceutical, medical device or other products. A product
liability claim may have a material adverse effect on the
business, financial condition or securities prices of a
company in which the Trust has invested.

All of these factors may cause the value of the Trust’s Shares
to fluctuate significantly over relatively short periods of
time. See “Risk Factors — Concentration in Healthcare
Industries.”
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Pharmaceutical Sector Risk. The success of companies
in the pharmaceutical sector is highly dependent on the
development, procurement and marketing of drugs. The
values of pharmaceutical companies are also dependent on
the development, protection and exploitation of intellectual
property rights and other proprietary information, and the
profitability of pharmaceutical companies may be
significantly affected by such things as the expiration of
patents or the loss of, or the inability to enforce, intellectual
property rights.

The research and other costs associated with developing or
procuring new drugs and the related intellectual property
rights can be significant, and the results of such research
and expenditures are unpredictable. There can be no
assurance that those efforts or costs will result in the
development of a profitable drug. Pharmaceutical
companies may be susceptible to product obsolescence.
Many pharmaceutical companies face intense competition
from new products and less costly generic products.
Moreover, the process for obtaining regulatory approval by
the FDA or other governmental regulatory authorities is
long and costly and there can be no assurance that the
necessary approvals will be obtained or maintained.

The pharmaceutical sector is also subject to rapid and
significant technological change and competitive forces that
may make drugs obsolete or make it difficult to raise prices
and, in fact, may result in price discounting. Companies in
the pharmaceutical sector may also be subject to expenses
and losses from extensive litigation based on intellectual
property, product liability and similar claims. Failure of
pharmaceutical companies to comply with applicable laws
and regulations can result in the imposition of civil and
criminal fines, penalties and, in some instances, exclusion of
participation in government sponsored programs such as
Medicare and Medicaid.

Companies in the pharmaceutical sector may be adversely
affected by government regulation and changes in
reimbursement rates. The ability of many pharmaceutical
companies to commercialize current and any future
products depends in part on the extent to which
reimbursement for the cost of such products and related
treatments are available from third party payors, such as
Medicare, Medicaid, private health insurance plans and
health maintenance organizations. Third-party payors are
increasingly challenging the price and cost-effectiveness of
medical products.

Significant uncertainty exists as to the reimbursement
status of health care products, and there can be no
assurance that adequate third-party coverage will be
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available for pharmaceutical companies to obtain
satisfactory price levels for their produects.

The international operations of many pharmaceutical
companies expose them to risks associated with instability
and changes in economic and political conditions, foreign
currency fluctuations, changes in foreign regulations and
other risks inherent to international business. Additionally, a
pharmaceutical company’s valuation can often be based
largely on the potential or actual performance of a limited
number of products. A pharmaceutical company’s valuation
can also be greatly affected if one of its products proves
unsafe, ineffective or unprofitable. Such companies also may
be characterized by thin capitalization and limited markets,
financial resources or personnel, as well as dependence on
wholesale distributors. The stock prices of companies in the
pharmaceutical industry have been and will likely continue
to be extremely volatile.

Biotechnology Industry Risk. The success of
biotechnology companies is highly dependent on the
development, procurement and/or marketing of drugs. The
values of biotechnology companies are also dependent on
the development, protection and exploitation of intellectual
property rights and other proprietary information, and the
profitability of biotechnology companies may be
significantly affected by such things as the expiration of
patents or the loss of, or the inability to enforce, intellectual
property rights.

The research and other costs associated with developing or
procuring new drugs, products or technologies and the
related intellectual property rights can be significant, and
the results of such research and expenditures are
unpredictable. There can be no assurance that those efforts
or costs will result in the development of a profitable drug,
product or technology. Moreover, the process for obtaining
regulatory approval by the FDA or other governmental
regulatory authorities is long and costly and there can be no
assurance that the necessary approvals will be obtained or
maintained.

The biotechnology sector is also subject to rapid and
significant technological change and competitive forces that
may make drugs, products or technologies obsolete or make
it difficult to raise prices and, in fact, may result in price
discounting. Companies in the biotechnology sector may
also be subject to expenses and losses from extensive
litigation based on intellectual property, product liability
and similar claims. Failure of biotechnology companies to
comply with applicable laws and regulations can result in
the imposition of civil and/or criminal fines, penalties and,
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in some instances, exclusion of participation in government
sponsored programs such as Medicare and Medicaid.

Companies in the biotechnology sector may be adversely
affected by government regulation and changes in
reimbursement rates. Healthcare providers, principally
hospitals, that transact with companies in the biotechnology
industry, often rely on third party payors, such as Medicare,
Medicaid, private health insurance plans and health
maintenance organizations to reimburse all or a portion of
the cost of healthcare related products or services.
Biotechnology companies will continue to be affected by the
efforts of governments and third party payors to contain or
reduce health care costs. For example, certain foreign
markets control pricing or profitability of biotechnology
products and technologies. In the United States, there has
been, and there will likely continue to be, a number of
federal and state proposals to implement similar controls.

A biotechnology company’s valuation could be based on the
potential or actual performance of a limited number of
products. A biotechnology company’s valuation could be
affected if one of its products proves unsafe, ineffective or
unprofitable. Such companies may also be characterized by
thin capitalization and limited markets, financial resources
or personnel. The stock prices of companies involved in the
biotechnology sector have been and will likely continue to
be extremely volatile.

Managed Care Sector Risk. Companies in the managed
care sector often assume the risk of both medical and
administrative costs for their customers in return for
monthly premiums. The profitability of these products
depends in large part on the ability of such companies to
predict, price for, and effectively manage medical costs.
Managed care companies base the premiums they charge
and their Medicare bids on estimates of future medical costs
over the fixed contract period; however, many factors may
cause actual costs to exceed what was estimated and
reflected in premiums or bids. These factors may include
medical cost inflation, increased use of services, increased
cost of individual services, natural catastrophes or other
large-scale medical emergencies, epidemics, the
introduction of new or costly treatments and technology,
new mandated benefits (such as the expansion of essential
benefits coverage) or other regulatory changes and insured
population characteristics. Relatively small differences
between predicted and actual medical costs or utilization
rates as a percentage of revenues can result in significant
changes in our financial results.

Managed care companies are regulated at the federal, state,
local and international levels. Insurance and HMO
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subsidiaries must be licensed by and are subject to the
regulations of the jurisdictions in which they conduct
business. Health plans and insurance companies are also
regulated under state insurance holding company
regulations, and some of our activities may be subject to
other health care-related regulations. The health care
industry is also regularly subject to negative publicity,
including as a result of governmental investigations,
adverse media coverage and political debate surrounding
industry regulation. Negative publicity may adversely affect
stock price, damage the reputation of managed care
companies in various markets or foster an increasingly
active regulatory environment, which, in turn, could further
increase the regulatory burdens under which such
companies operate and their costs of doing business.

The implementation of the Affordable Care Act (“ACA”) and
other reforms could materially and adversely affect the
manner in which managed care companies conduct business
and their results of operations, financial position and cash
flows. The ACA includes guaranteed coverage and
expanded benefit requirements, eliminates pre-existing
condition exclusions and annual and lifetime maximum
limits, restricts the extent to which policies can be
rescinded, establishes minimum medical loss ratios, creates
a federal premium review process, imposes new
requirements on the format and content of communications
(such as explanations of benefits) between health insurers
and their members, grants to members new and additional
appeal rights, and imposes new and significant taxes on
health insurers and health care benefits.

Managed care companies contract with physicians,
hospitals, pharmaceutical benefit service providers,
pharmaceutical manufacturers, and other health care
providers for services. Such companies’ results of operations
and prospects are substantially dependent on their
continued ability to contract for these services at
competitive prices. Failure to develop and maintain
satisfactory relationships with health care providers,
whether in-network or out-of-network, could materially and
adversely affect business, results of operations, financial
position and cash flows.

Life Science and Tools Industry Risk. Life sciences
industries are characterized by limited product focus,
rapidly changing technology and extensive government
regulation. In particular, technological advances can render
an existing product, which may account for a
disproportionate share of a company’s revenue, obsolete.
Obtaining governmental approval from agencies such as the
FDA and the U.S. Department of Agriculture for new
products can be lengthy, expensive and uncertain as to
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outcome. Such delays in product development may result in
the need to seek additional capital, potentially diluting the
interests of existing investors such as the Trust. In addition,
governmental agencies may, for a variety of reasons, restrict
the release of certain innovative technologies of commercial
significance, such as genetically altered material. These
various factors may result in abrupt advances and declines
in the securities prices of particular companies and, in some
cases, may have a broad effect on the prices of securities of
companies in particular life sciences industries.

Intense competition exists within and among certain life
sciences industries, including competition to obtain and
sustain proprietary technology protection. Life sciences
companies can be highly dependent on the strength of
patents, trademarks and other intellectual property rights
for maintenance of profit margins and market share. The
complex nature of the technologies involved can lead to
patent disputes, including litigation that could result in a
company losing an exclusive right to a patent. Competitors
of life sciences companies may have substantially greater
financial resources, more extensive development,
manufacturing, marketing and service capabilities, and a
larger number of qualified managerial and technical
personnel. Such competitors may succeed in developing
technologies and products that are more effective or less
costly than any that may be developed by life sciences
companies in which the Trust invests and may also prove to
be more successful in production and marketing.
Competition may increase further as a result of potential
advances in health services and medical technology and
greater availability of capital for investment in these fields.

With respect to healthcare, cost containment measures
already implemented by the federal government, state
governments and the private sector have adversely affected
certain sectors of these industries. The implementation of
the ACA may create increased demand for healthcare
products and services but also may have an adverse effect
on some companies in the healthcare industries. Increased
emphasis on managed care in the United States may put
pressure on the price and usage of products sold by life
sciences companies in which the Trust may invest and may
adversely affect the sales and revenues of life sciences
companies.

Product development efforts by life sciences companies may
not result in commercial products for many reasons,
including, but not limited to, failure to achieve acceptable
clinical trial results, limited effectiveness in treating the
specified condition or illness, harmful side effects, failure to
obtain regulatory approval, and high manufacturing costs.
Even after a product is commercially released, governmental
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agencies may require additional clinical trials or change the
labeling requirements for products if additional product side
effects are identified, which could have a material adverse
effect on the market price of the securities of those life
sciences companies.

Certain life sciences companies in which the Trust may
invest may be exposed to potential product liability risks
that are inherent in the testing, manufacturing, marketing
and sale of pharmaceuticals, medical devices or other
products. There can be no assurance that a product liability
claim would not have a material adverse effect on the
business, financial condition or securities prices of a
company in which the Trust has invested.

Healthcare Technology Sector Risk. Companies in the
healthcare technology sector may incur substantial costs
related to product-related liabilities. Many of the software
solutions, health care devices or services developed by such
companies are intended for use in collecting, storing and
displaying clinical and health care-related information used
in the diagnosis and treatment of patients and in related
health care settings such as admissions, billing, etc. The
limitations of liability set forth in the companies’ contracts
may not be enforceable or may not otherwise protect these
companies from liability for damages. Healthcare
technology companies may also be subject to claims that are
not covered by contract, such as a claim directly by a
patient. Although such companies may maintain liability
insurance coverage, there can be no assurance that such
coverage will cover any particular claim that has been
brought or that may be brought in the future, that such
coverage will prove to be adequate or that such coverage
will continue to remain available on acceptable terms, if at

all.

Healthcare technology companies may experience
interruption at their data centers or client support facilities.
The business of such companies often relies on the secure
electronic transmission, data center storage and hosting of
sensitive information, including protected health
information, financial information and other sensitive
information relating to clients, company and workforce. In
addition, such companies may perform data center and/or
hosting services for certain clients, including the storage of
critical patient and administrative data and support services
through various client support facilities. If any of these
systems are interrupted, damaged or breached by an
unforeseen event or actions of a third party, including a
cyber-attack, or fail for any extended period of time, it could
have a material adverse impact on the results of operations
for such companies.
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The proprietary technology developed by healthcare
technology companies may be subject to claims for
infringement or misappropriation of intellectual property
rights of others, or may be infringed or misappropriated by
others. Despite our protective measures and intellectual
property rights, such companies may not be able to
adequately protect against theft, copying, reverse-
engineering, misappropriation, infringement or
unauthorized use or disclosure of their intellectual property,
which could have an adverse effect on their competitive
position. In addition, these companies are routinely involved
in intellectual property infringement or misappropriation
claims and it is expected that this activity will continue or
even increase as the number of competitors, patents and
patent enforcement organizations in the healthcare
technology market increases, the functionality of software
solutions and services expands, the use of open-source
software increases and new markets such as health care
device innovation, health care transactions, revenue cycle,
population health management and life sciences are entered
into. These claims, even if not meritorious, are expensive to
defend and are often incapable of prompt resolution.

The success of healthcare technology companies depends
upon the recruitment and retention of key personnel. To
remain competitive, such companies must attract, motivate
and retain highly skilled managerial, sales, marketing,
consulting and technical personnel, including executives,
consultants, programmers and systems architects skilled in
healthcare technology, health care devices, health care
transactions, population health management, revenue cycle
and life sciences industries and the technical environments
in which solutions, devices and services are needed.
Competition for such personnel in the healthcare
technology sector is intense in both the United States and
abroad. The failure to attract additional qualified personnel
could have a material adverse effect on healthcare
technology companies’ prospects for long-term growth.

Healthcare Services Sector Risk. The operations of
healthcare services companies are subject to extensive
federal, state and local government regulations, including
Medicare and Medicaid payment rules and regulations,
federal and state anti-kickback laws, the physician self-
referral law (“Stark Law”) and analogous state self-referral
prohibition statutes, Federal Acquisition Regulations, the
FCA and federal and state laws regarding the collection, use
and disclosure of patient health information and the storage,
handling and administration of pharmaceuticals. The
Medicare and Medicaid reimbursement rules related to
claims submission, enrollment and licensing requirements,
cost reporting, and payment processes impose complex and
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extensive requirements upon dialysis providers as well. A
violation or departure from any of these legal requirements
may result in government audits, lower reimbursements,
significant fines and penalties, the potential loss of
certification, recoupment efforts or voluntary repayments. If
a healthcare services company fails to adhere to all of the
complex government regulations that apply to their
businesses, such companies could suffer severe
consequences that would substantially reduce revenues,
earnings, cash flows and stock price.

A substantial percentage of a healthcare services company’s
service revenues may generate from patients who have state
Medicaid or other non-Medicare government-based
programs, such as coverage through the Department of
Veterans Affairs (“VA”), as their primary coverage. As state
governments and other governmental organizations face
increasing budgetary pressure, healthcare services
companies may in turn face reductions in payment rates,
delays in the receipt of payments, limitations on enrollee
eligibility or other changes to the applicable programs.

Current economic conditions could adversely affect the
business and profitability of healthcare services companies.
Among other things, the potential decline in federal and
state revenues that may result from such conditions may
create additional pressures to contain or reduce
reimbursements for services from Medicare, Medicaid and
other government sponsored programs. Increasing job
losses or slow improvement in the unemployment rate in the
United States as a result of current or recent economic
conditions has and may continue to result in a smaller
percentage of patients being covered by an employer group
health plan and a larger percentage being covered by lower
paying Medicare and Medicaid programs. Employers may
also begin to select more restrictive commercial plans with
lower reimbursement rates. To the extent that payors are
negatively impacted by a decline in the economy, we may
experience further pressure on commercial rates, a further
slowdown in collections and a reduction in the amounts we
expect to collect. In addition, uncertainty in the financial
markets could adversely affect the variable interest rates
payable under credit facilities or could make it more difficult
to obtain or renew such facilities or to obtain other forms of
financing in the future, if at all. Any or all of these factors, as
well as other consequences of the current economic
conditions which cannot currently be anticipated, could
have a material adverse effect on a healthcare services
company’s revenues, earnings and cash flows and otherwise
adversely affect its financial condition.

Healthcare Supplies Sector Risk. If healthcare supplies
companies are unable to successfully expand their product
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lines through internal research and development and
acquisitions, their business may be materially and adversely
affected. In addition, if these companies are unable to
successfully grow their businesses through marketing
partnerships and acquisitions, their business may be
materially and adversely affected.

Consolidation of healthcare providers has increased demand
for price concessions and caused the exclusion of suppliers
from significant market segments. It is expected that market
demand, government regulation, third-party reimbursement
policies, government contracting requirements and societal
pressures will continue to change the worldwide healthcare
industry, resulting in further business consolidations and
alliances among customers and competitors. This may exert
further downward pressure on the prices of healthcare
supplies companies’ products and adversely impact their
business, financial condition or results of operations.

Quality is extremely important to healthcare supplies
companies and their customers due to the serious and costly
consequences of product failure. Quality certifications are
critical to the marketing success of our products and
services. If a healthcare supplies company fails to meet
these standards or fails to adapt to evolving standards, its
reputation could be damaged, it could lose customers, and
its revenue and results of operations could decline.

The ACA was enacted into law in the United States in
March 2010. In addition to a medical device tax, effective as
of January 2013, there are many programs and requirements
for which the details have not yet been fully established or
consequences not fully understood. It is unclear what
healthcare programs and regulations will be ultimately
implemented at either the federal or state level, but any
changes that may decrease reimbursement for healthcare
supplies companies’ products, reduce medical procedure
volumes or increase cost containment measures could
adversely impact the business of such companies.

Healthcare Facilities Sector Risk. A healthcare facility’s
ability to negotiate favorable contracts with Health
Maintenance Organizations (“HMOs”), insurers offering
preferred provider arrangements and other managed care
plans significantly affects the revenues and operating
results of such healthcare facilities. In addition, private
payers are increasingly attempting to control health care
costs through direct contracting with hospitals to provide
services on a discounted basis, increased utilization reviews
and greater enrollment in managed care programs, such as
HMOs and Preferred Provider Organizations (“PPOs”). The
trend toward consolidation among private managed care
payers tends to increase their bargaining power over prices
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and fee structures. It is not clear what impact, if any, the
increased obligations on private payers imposed by the
health care reform law will have on a healthcare facility’s
ability to negotiate reimbursement increases. However, as
various provisions of the ACA are implemented, including
the establishment of the exchanges, non-government payers
may increasingly demand reduced fees. If a healthcare
facility is unable to enter into and maintain managed care
contractual arrangements on acceptable terms, if it
experiences material reductions in the contracted rates
received from managed care payers, or if it has difficulty
collecting from managed care payers, its results of
operations could be adversely affected.

Further changes in the Medicare and Medicaid programs or
other government health care programs could have an
adverse effect on a healthcare facility’s business. In addition
to the changes affected by the ACA, the Medicare and
Medicaid programs are subject to other statutory and
regulatory changes, administrative rulings, interpretations
and determinations concerning patient eligibility
requirements, funding levels and the method of calculating
payments or reimbursements, among other things,
requirements for utilization review, and federal and state
funding restrictions. All of these could materially increase or
decrease payments from government programs in the future,
as well as affect the cost of providing services to patients
and the timing of payments to facilities, which could in turn
adversely affect a healthcare facility’s overall business,
financial condition, results of operations or cash flows.

Healthcare facilities continue to be adversely affected by a
high volume of uninsured and underinsured patients, as well
as declines in commercial managed care patients. As a
result, healthcare facilities continue to experience a high
level of uncollectible accounts, and, unless their business
mix shifts toward a greater number of insured patients as a
result of the ACA or otherwise, the trend of higher co-pays
and deductibles reverses, or the economy improves and
unemployment rates decline, it is anticipated that this high
level of uncollectible accounts will continue or increase. In
addition, even after implementation of the ACA, healthcare
facilities may continue to experience significant levels of
bad debt expense and may have to provide uninsured
discounts and charity care for undocumented aliens who are
not permitted to enroll in a health insurance exchange or
government health care program.

Healthcare Equipment Sector Risk. The medical device
markets are highly competitive and a healthcare equipment
company many be unable to compete effectively. These
markets are characterized by rapid change resulting from
technological advances and scientific discoveries.
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Development by other companies of new or improved
products, processes, or technologies may make a healthcare
equipment company’s products or proposed products less
competitive. In addition, these companies face competition
from providers of alternative medical therapies such as
pharmaceutical companies.

Medical devices and related business activities are subject
to rigorous regulation, including by the FDA, U.S.
Department of Justice, (“DOJ”) and numerous other federal,
state, and foreign governmental authorities. These
authorities and members of Congress have been increasing
their scrutiny of the healthcare equipment industry. In
addition, certain states have recently passed or are
considering legislation restricting healthcare equipment
companies’ interactions with health care providers and
requiring disclosure of certain payments to them. It is
anticipated that governmental authorities will continue to
scrutinize this industry closely, and that additional
regulation may increase compliance and legal costs,
exposure to litigation, and other adverse effects to
operations.

Healthcare equipment companies are substantially
dependent on patent and other proprietary rights and
failing to protect such rights or to be successful in litigation
related to such rights may result in the payment of
significant monetary damages and/or royalty payments, may
negatively impact the ability of healthcare equipment
companies to sell current or future products, or may prohibit
such companies from enforcing our patent and other
proprietary rights against others.

Quality problems with the processes, goods and services of
a healthcare equipment company could harm the company’s
reputation for producing high-quality products and erode its
competitive advantage, sales and market share. Quality is
extremely important to healthcare equipment companies
and their customers due to the serious and costly
consequences of product failure. Quality certifications are
critical to the marketing success of goods and services. If a
healthcare equipment company fails to meet these
standards, its reputation could be damaged, it could lose
customers, and its revenue and results of operations could
decline.

Healthcare Distributors Sector Risk. Companies in the
healthcare distribution sector operate in markets that are
highly competitive. Because of competition, many of these
companies face pricing pressures from customers and
suppliers. If these companies are unable to offset margin
reductions caused by pricing pressures through steps such
as effective sourcing and enhanced cost control measures,
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the financial condition of such companies could be
adversely affected. In addition, in recent years, the
healthcare industry has continued to consolidate. Further
consolidation among customers and suppliers (including
branded pharmaceutical manufacturers) could give the
resulting enterprises greater bargaining power, which may
adversely impact the financial condition of companies in the
healthcare distribution sector.

Fewer generic pharmaceutical launches or launches that are
less profitable than those previously experienced may have
an adverse effect on the profits of companies in the
healthcare distribution sector. Additionally, prices for
existing generic pharmaceuticals generally decline over
time, although this may vary. Price deflation on existing
generic pharmaceuticals may have an adverse effect on
company profits. With respect to branded pharmaceutical
price appreciation, if branded manufacturers increase prices
less frequently or by amounts that are smaller than have
been experienced historically, healthcare distribution
companies may profit less from branded pharmaceutical
agreements.

The healthcare industry is highly regulated, and healthcare
distribution companies are subject to regulation in the
United States at both the federal and state level and in
foreign countries. If healthcare distribution companies fail
to comply with these regulatory requirements, the financial
condition of such companies could be adversely affected.

Due to the nature of the business of healthcare distribution
companies, such companies may from time to time become
involved in disputes or legal proceedings. For example,
some of the products that these companies distribute may
be alleged to cause personal injury or violate the intellectual
property rights of another party, subjecting such companies
to product liability or infringement claims. Litigation is
inherently unpredictable, and the unfavorable resolution of
one or more of these legal proceedings could adversely
affect the cash flows of healthcare distribution companies.

Healthcare distribution companies depend on the
availability of various components, compounds, raw
materials and energy supplied by others for their operations.
Any of these supplier relationships could be interrupted due
to events beyond the control of such companies, including
natural disasters, or could be terminated. A sustained supply
interruption could have an adverse effect on business.

Healthcare REIT Risk. The healthcare industry is highly
regulated, and changes in government regulation and
reimbursement can have material adverse consequences on
its participants, including Healthcare REITs, some of which
may be unintended. The healthcare industry is also highly
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competitive, and the operators and managers of underlying
properties of Healthcare REITs may encounter increased
competition for residents and patients, including with
respect to the scope and quality of care and services
provided, reputation and financial condition, physical
appearance of the properties, price and location. If tenants,
operators and managers of the underlying properties of
Healthcare REITs are unable to successfully compete with
other operators and managers by maintaining profitable
occupancy and rate levels, their ability to meet their
respective obligations to Healthcare REITs may be
materially adversely affected. There can be no assurance
that future changes in government regulation will not
adversely affect the healthcare industry, including seniors
housing and healthcare operations, tenants and operators,
nor can it be certain that tenants, operators and managers of
the underlying properties of Healthcare REITs will achieve
and maintain occupancy and rate levels that will enable
them to satisfy their obligations to a Healthcare REIT. Any
adverse changes in the regulation of the healthcare industry
or the competitiveness of the tenants, operators and
managers of the underlying properties of Healthcare REITs
could have a more pronounced effect on a Healthcare REIT
than if it had investments outside the seniors housing and
healthcare industries. Regulation of the long-term
healthcare industry generally has intensified over time both
in the number and type of regulations and in the efforts to
enforce those regulations. Federal, state and local laws and
regulations affecting the healthcare industry include those
relating to, among other things, licensure, conduct of
operations, ownership of facilities, addition of facilities and
equipment, allowable costs, services, prices for services,
qualified beneficiaries, quality of care, patient rights,
fraudulent or abusive behavior, and financial and other
arrangements that may be entered into by healthcare
providers. In addition, changes in enforcement policies by
federal and state governments have resulted in an increase
in the number of inspections, citations of regulatory
deficiencies and other regulatory sanctions, including
terminations from the Medicare and Medicaid programs,
bars on Medicare and Medicaid payments for new
admissions, civil monetary penalties and even criminal
penalties. It is not possible to predict the scope of future
federal, state and local regulations and legislation, including
the Medicare and Medicaid statutes and regulations, or the
intensity of enforcement efforts with respect to such
regulations and legislation, and any changes in the
regulatory framework could have a material adverse effect
on the tenants, operators and managers of underlying
properties of Healthcare REITs, which, in turn, could have a
material adverse effect on Healthcare REITs themselves.
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If tenants, operators and managers of underlying properties
of Healthcare REITs fail to comply with the extensive laws,
regulations and other requirements applicable to their
businesses and the operation of properties, they could
become ineligible to receive reimbursement from
governmental and private third-party payor programs, face
bans on admissions of new patients or residents, suffer civil
or criminal penalties or be required to make significant
changes to their operations. Tenants, operators and
managers of underlying properties of Healthcare REITs also
could face increased costs related to healthcare regulation,
such as the ACA, or be forced to expend considerable
resources in responding to an investigation or other
enforcement action under applicable laws or regulations. In
such event, the results of operations and financial condition
of tenants, operators and managers of underlying properties
of Healthcare REITs and the results of operations of
properties operated or managed by those entities could be
adversely affected, which, in turn, could have a material
adverse effect on Healthcare REITs.

Certain tenants and operators of underlying properties of
Healthcare REITs may rely on reimbursement from third-
party payors, including the Medicare and Medicaid
programs, for substantially all of their revenues. Federal and
state legislators and regulators have adopted or proposed
various cost-containment measures that would limit
payments to healthcare providers, and budget crises and
financial shortfalls have caused states to implement or
consider Medicaid rate freezes or cuts. Private third-party
payors also have continued their efforts to control
healthcare costs. There is no assurance that tenants and
operators of underlying properties of Healthcare REITs who
currently depend on governmental or private payor
reimbursement will be adequately reimbursed for the
services they provide. Significant limits by governmental
and private third-party payors on the scope of services
reimbursed or on reimbursement rates and fees, whether
from legislation, administrative actions or private payor
efforts, could have a material adverse effect on the liquidity,
financial condition and results of operations of certain
tenants and operators of underlying properties of
Healthcare REITs, which could affect adversely their ability
to comply with the terms of leases and have a material
adverse effect on Healthcare REITs.

Interest Rate Risk. Prices of fixed-income securities
generally rise and fall in response to interest rate changes.
Generally, the prices of fixed-rate instruments held by the
Trust will tend to fall as interest rates rise. Conversely, when
interest rates decline, the value of fixed-rate instruments
held by the Trust can be expected to rise. The Trust may be
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subject to greater risk of rising interest rates due to the
current period of historically low interest rates. Expectations
of higher inflation generally cause interest rates to rise. The
longer the duration, or price sensitivity to changes in
interest rates, of the security, the more sensitive the security
is to this risk. In typical market interest rate environments,
the prices of longer-term fixed-rate instruments tend to
fluctuate more in price in response to changes in market
interest rates than prices of shorter-term fixed-rate
instruments. A 1% increase in interest rates would reduce the
value of a $100 note by approximately one dollar if it had a
one-year duration. See “Risk Factors — Interest Rate Risk.”

Credit/Default Risk. Loans and other debt obligation
investments are subject to the risk of non-payment of
scheduled principal and interest. Changes in economic
conditions or other circumstances may reduce the capacity
of the party obligated to make principal and interest
payments on such instruments and may lead to defaults.
Such non-payments and defaults may reduce the value of
the Shares and income distributions. The value of loans and
other income investments also may decline because of
concerns about the issuer’s ability to make principal and
interest payments. In addition, the credit ratings of loans or
other income investments may be lowered if the financial
condition of the party obligated to make payments with
respect to such instruments changes. Because the Trust will
invest in non-investment grade securities, it will be exposed
to a greater amount of credit risk than a trust which invests
solely in investment grade securities. The prices of lower
grade instruments are generally more sensitive to negative
developments, such as a decline in the issuer’s revenues or a
general economic downturn, than are the prices of higher
grade instruments. Credit ratings assigned by rating
agencies are based on a number of factors and do not
necessarily reflect the issuer’s current financial condition or
the volatility or liquidity of the security. In the event of
bankruptcy of the issuer of loans or other income
investments, the Trust could experience delays or
limitations with respect to its ability to realize the benefits
of any collateral securing the instrument. In order to enforce
its rights in the event of a default, bankruptcy or similar
situation, the Trust may be required to retain legal or similar
counsel and incur additional costs. See “Risk Factors —
Credit/Default Risk.”

REIT Risk. REITs whose underlying properties are
concentrated in a particular industry, such as the healthcare
industry, or geographic region are subject to risks affecting
such industries or regions. The securities of REITs involve
greater risks than those associated with larger, more
established companies and may be subject to more abrupt or
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erratic price movements because of interest rate changes,
economic conditions and other factors. Securities of such
issuers may lack sufficient market liquidity to enable the
Trust to effect sales at an advantageous time or without a
substantial drop in price. See “Risk Factors — REIT Risk.”

Non-Investment Grade Securities Risk. The Trust may
invest in securities that are rated, at the time of investment,
non-investment grade quality (rated “Ba/BB” or below), or
securities that are unrated but determined to be of
comparable quality by the Investment Adviser. Securities of
non-investment grade quality are regarded as having
predominantly speculative characteristics with respect to
the issuer’s capacity to pay interest and repay principal, and
are commonly referred to as “junk bonds.” Non-investment
grade securities and unrated securities of comparable credit
quality are subject to the increased risk of an issuer’s
inability to meet principal and interest payment obligations.
The value of high yield, lower quality bonds is affected by
the creditworthiness of the issuers of the securities and by
general economic and specific industry conditions. These
securities may be subject to greater price volatility due to
such factors as specific corporate or municipal
developments, interest rate sensitivity, negative perceptions
of the junk bond markets generally and less secondary
market liquidity. Issuers of high yield bonds are not as
strong financially as those with higher credit ratings. These
issuers are more vulnerable to financial setbacks and
recession than more creditworthy issuers, which may impair
their ability to make interest and principal payments. Non-
investment grade securities may be particularly susceptible
to economic downturns, specific corporate or municipal
developments, interest rate sensitivity, negative perceptions
of the junk bond markets generally and less secondary
market liquidity. An economic recession could disrupt
severely the market for such securities and may have an
adverse impact on the value of such securities. In addition,
any such economic downturn could adversely affect the
ability of the issuers of such securities to repay principal
and pay interest thereon and increase the incidence of
default for such securities. Non-investment grade securities,
though higher yielding, are characterized by high risk. They
may be subject to certain risks with respect to the issuing
entity and to greater market fluctuations than certain lower
yielding, higher rated securities. The retail secondary
market for non-investment grade securities may be less
liquid than that for higher rated securities. Adverse
conditions could make it difficult at times for the Trust to
sell certain securities or could result in lower prices than
those used in calculating the Trust’s NAV. Because of the
substantial risks associated with investments in non-
investment grade securities, you could lose money on your
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investment in Shares of the Trust, both in the short-term and
the long-term.

Derivatives Risk. The Trust will invest no more than 30%
of its Managed Assets as measured at the time of investment
in derivative instruments including options, futures, options
on futures, forwards, swaps, options on swaps and other
derivatives for hedging purposes, although suitable
derivative instruments may not always be available to the
Investment Adviser for these purposes. Initially, the Trust
intends to employ a strategy of writing (selling) covered call
options on a portion of the common stocks in its portfolio,
writing (selling) put options on a portion of the common
stocks in its portfolio and, to a lesser extent, writing (selling)
covered call and writing (selling) put options on indices of
securities and sectors of securities generally within the
healthcare industry. This option strategy is intended to
generate current income from option premiums as a means
to enhance distributions payable to the Trust’s Shareholders.
Over time, as the Trust’s portfolio becomes more seasoned,
its ability to benefit from capital appreciation may become
more limited and the Trust will lose money to the extent that
it writes covered call options and the securities on which it
writes the option appreciates above the exercise price of the
option by an amount that exceeds the exercise price of the
option. Therefore, over time, the Investment Adviser may
choose to decrease its use of the option writing strategy to
the extent that it may negatively impact the Trust’s ability to
benefit from capital appreciation. Derivative instruments can
be illiquid, may disproportionately increase losses, and may
have a potentially large adverse impact on Trust
performance. Although both OTC and exchange-traded
derivatives markets may experience the lack of liquidity,
OTC non-standardized derivative transactions are generally
less liquid than exchange-traded instruments. The illiquidity
of the derivatives markets may be due to various factors,
including congestion, disorderly markets, limitations on
deliverable supplies, the participation of speculators,
government regulation and intervention, and technical and
operational or system failures. In addition, daily limits on
price fluctuations and speculative position limits on
exchanges on which the Trust may conduct its transactions
in derivative instruments may prevent prompt liquidation of
positions, subjecting the Trust to the potential of greater
losses. Losses from investments in derivative instruments
can result from a lack of correlation between changes in the
value of derivative instruments and the portfolio assets (if
any) being hedged, the potential illiquidity of the markets for
derivative instruments, the failure of the counterparty to
perform its contractual obligations, or the risks arising from
margin requirements and related leverage factors associated
with such transactions. Losses may also arise if the Trust
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receives cash collateral under the transactions and some or
all of that collateral is invested in the market. To the extent
that cash collateral is so invested, such collateral will be
subject to market depreciation or appreciation, and the Trust
may be responsible for any loss that might result from its
investment of the counterparty’s cash collateral. The use of
these management techniques also involves the risk of loss if
the Investment Adviser is incorrect in its expectation of the
timing or level of fluctuations in securities prices, interest
rates or currency prices. Investments in derivative
instruments may be harder to value, subject to greater
volatility and more likely subject to changes in tax treatment
than other investments. For these reasons, the Investment
Adviser’s attempts to hedge portfolio risks through the use of
derivative instruments may not be successful. Trading in
derivative instruments can result in large amounts of
leverage. Thus, the leverage offered by trading in derivative
instruments will magnify the gains and losses experienced
by the Trust and could cause the Trust’s net asset value to be
subject to wider fluctuations than would be the case if the
Trust did not use the leverage feature in derivative
instruments. See “Risk Factors — Derivatives Risk.”

Risks Associated with the Trust’s Option Strategy. The
ability of the Trust to achieve its investment objective is
partially dependent on the successful implementation of its
option strategy. There are several risks associated with
transactions in options on securities used in connection
with the Trust’s option strategy. For example, there are
significant differences between the securities and options
markets that could result in an imperfect correlation
between these markets, causing a given transaction not to
achieve its objectives. A decision as to whether, when and
how to use options involves the exercise of skill and
judgment, and even a well conceived transaction may be
unsuccessful to some degree because of market behavior or
unexpected events.

As the writer of a call option covered with a security held by
the Trust, the Trust forgoes, during the option’s life, the
opportunities to profit from increases in the market value of
the security covering the call option above the sum of the
premium and the strike price of the call but retains the risk
of loss should the price of the underlying security decline.
As the Trust writes such covered calls over more of its
portfolio, its ability to benefit from capital appreciation
becomes more limited. To the extent the Trust writes call
options that are not fully covered by securities in its
portfolio (such as calls on an index or sector), it will lose
money if the portion of the security or securities underlying
the option that is not covered by securities in the Trust’s
portfolio appreciate in value above the exercise price of the
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option by an amount that exceeds the premium received on
the option. The amount of this loss theoretically could be
unlimited. The writer of an option has no control over the
time when it may be required to fulfill its obligation as a
writer of the option.

When the Trust writes covered put options, it bears the risk
of loss if the value of the underlying stock declines below
the exercise price minus the put premium. If the option is
exercised, the Trust could incur a loss if it is required to
purchase the stock underlying the put option at a price
greater than the market price of the stock at the time of
exercise plus the put premium the Trust received when it
wrote the option. While the Trust’s potential gain as the
writer of a covered put option is limited to the premium
received from the purchaser of the put option, the Trust risks
a loss equal to the entire exercise price of the option minus
the put premium.

Risks that may adversely affect the ability of the Trust to
successfully implement its option strategy include the
following: “Risks Associated with Options on Securities
Generally,” “Risks of Writing Options,” “Exchange-Listed
Option Risks,” “Over-the-Counter Option Risk,” “Index
Option Risk,” “Limitations on Option Writing Risk” and “Tax
Risk.” See “Risk Factors — Risks Associated with the Trust’s
Option Strategy.”

Counterparty Risk. Many of the protections afforded to
participants on some organized exchanges, such as the
performance guarantee of a clearing house, might not be
available in connection with uncleared over-the-counter
(“OTC”) transactions. Therefore, in those instances in which
the Trust enters into uncleared OTC transactions, the Trust
will be subject to the risk that its direct counterparty will not
perform its obligations under the transactions and that the
Trust will sustain losses. If a counterparty becomes
bankrupt, the Trust may experience significant delays in
obtaining recovery (if at all) under the derivative contract in
bankruptcy or other reorganization proceeding; if the Trust’s
claim is unsecured, the Trust will be treated as a general
creditor of such prime broker or counterparty and will not
have any claim with respect to the underlying security. The
Trust may obtain only a limited recovery or may obtain no
recovery in such circumstances. The counterparty risk for
cleared derivatives is generally lower than for uncleared
OTC derivatives since generally a clearing organization
becomes substituted for each counterparty to a cleared
derivative and, in effect, guarantees the parties’ performance
under the contract as each party to a trade looks only to the
clearing house for performance of financial obligations.
However, there can be no assurance that the clearing house,
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or its members, will satisfy its obligations to the Trust. See
“Risk Factors — Counterparty Risk.”

Regulation as a “Commodity Pool”. The Investment
Adviser has claimed an exclusion from the definition of the
term “commodity pool operator” with respect to the Trust
pursuant to Regulation 4.5 promulgated by the U.S.
Commodity Futures Trading Commission (the “CFTC”). For
the Investment Adviser to continue to qualify for the
exclusion under CFTC Regulation 4.5, the aggregate initial
margin and premiums required to establish our positions in
derivative instruments subject to the jurisdiction of the
Commodity Exchange Act of 1936, as amended (“CEA”)
(other than positions entered into for hedging purposes)
may not exceed five percent of the Trust’s liquidation value
or. alternatively. the net notional value of the Trust’s
aggregate investments in CEA-regulated derivative
instruments (other than positions entered into for hedging
purposes) may not exceed 100% of the Trust’s liquidation
value. In the event the Investment Adviser fail to qualify for
the exclusion with respect to the Trust and is required to
register as a “commodity pool operator”, it will become
subject to additional disclosure, recordkeeping and
reporting requirements with respect to the Trust, which may
increase the Trust’s expenses.

Failure of Futures Commission Merchants and Clearing
Organizations. The Trust may deposit funds required to
margin open positions in the derivative instruments subject
to the CEA with a clearing broker registered as a “futures
commission merchant” (“FCM”). The CEA requires an FCM
to segregate all funds received from customers with respect
to any orders for the purchase or sale of U.S. domestic
futures contracts and cleared swaps from the FCM’s
proprietary assets. Similarly, the CEA requires each FCM to
hold in a separate secure account all funds received from
customers with respect to any orders for the purchase or sale
of foreign futures contracts and segregate any such funds
from the funds received with respect to domestic futures
contracts. However, all funds and other property received by
a clearing broker from its customers are held by the clearing
broker on a commingled basis in an omnibus account and
may be freely accessed by the clearing broker, which may
also invest any such funds in certain instruments permitted
under the applicable regulation. There is a risk that assets
deposited by the Trust with any swaps or futures clearing
broker as margin for futures contracts or cleared swaps may,
in certain circumstances, be used to satisfy losses of other
clients of the Trust’s clearing broker. In addition, the assets
of the Trust may not be fully protected in the event of the
clearing broker’s bankruptcy, as the Trust would be limited
to recovering only a pro rata share of all available funds

33




segregated on behalf of the clearing broker’s combined
domestic customer accounts.

Similarly, the CEA requires a clearing organization
approved by the CFTC as a derivatives clearing
organization to segregate all funds and other property
received from a clearing member’s clients in connection
with domestic futures, swaps and options contracts from any
funds held at the clearing organization to support the
clearing member’s proprietary trading. Nevertheless, with
respect to futures and options contracts, a clearing
organization may use assets of a non-defaulting customer
held in an omnibus account at the clearing organization to
satisfy payment obligations of a defaulting customer of the
clearing member to the clearing organization. As a result, in
the event of a default or the clearing broker’s other clients or
the clearing broker’s failure to extend own funds in
connection with any such default, the Trust would not be
able to recover the full amount of assets deposited by the
clearing broker on its behalf with the clearing organization.

Liquidity Risk. Illiquid securities include securities the
disposition of which is subject to substantial legal or
contractual restrictions. The sale of illiquid securities often
requires more time and results in higher brokerage charges
or dealer discounts and other selling expenses than does the
sale of securities eligible for trading on national securities
exchanges or in the over-the-counter markets. Restricted
securities may sell at a price lower than similar securities
that are not subject to restrictions on resale. The continued
liquidity of such securities may not be as well assured as
that of publicly traded securities, and accordingly the Board
will monitor their liquidity. The Board will review pertinent
factors such as trading activity, reliability of price
information and trading patterns of comparable securities in
determining whether to treat any such security as liquid. To
the extent the Board treats such securities as liquid,
temporary impairments to trading patterns of such
securities may adversely affect the liquidity of the Trust.
During certain periods the liquidity of particular issuers or
industries, or all securities within particular investment
categories, may shrink or disappear suddenly and without
warning as a result of adverse economic, market or political
events, or adverse investor perceptions, whether or not
accurate. See “Risk Factors — Liquidity Risk.”

Convertible Securities Risk. The market value of
convertible securities tends to decline as interest rates
increase and, conversely, tends to increase as interest rates
decline. In addition, because of the conversion feature, the
market value of convertible securities tends to vary with
fluctuations in the market value of the underlying common
stock. A unique feature of convertible securities is that as
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the market price of the underlying common stock declines,
convertible securities tend to trade increasingly on a yield
basis, and so may not experience market value declines to
the same extent as the underlying common stock. When the
market price of the underlying common stock increases, the
prices of the convertible securities tend to rise as a
reflection of the value of the underlying common stock.
While no securities investments are without risk,
investments in convertible securities generally entail less
risk than investments in common stock of the same issuer.
See “Risk Factors — Convertible Securities Risk.”

PIPEs Risk. PIPE transactions typically involve the
purchase of securities directly from a publicly traded
company or its affiliates in a private placement transaction,
typically at a discount to the market price of the company’s
common stock. In a PIPE transaction, the Trust may bear the
price risk from the time of pricing until the time of closing.
Equity issued in this manner is often subject to transfer
restrictions and is therefore less liquid than equity issued
through a registered public offering. In a PIPE transaction,
the Trust may bear the price risk from the time of pricing
until the time of closing. The Trust may be subject to lock-
up agreements that prohibit transfers for a fixed period of
time. In addition, because the offering of the securities in a
PIPE transaction is not registered under the Securities Act,
the securities are “restricted” and cannot be immediately
resold by the investors into the public markets. The Trust
may enter into a registration rights agreement with the
issuer pursuant to which the issuer commits to file a resale
registration statement allowing the Trust to publicly resell
its securities. Accordingly, PIPE securities may be deemed
illiquid. However, the ability of the Trust to freely transfer
the shares is conditioned upon, among other things, the
Commission’s preparedness to declare the resale
registration statement effective covering the resale of the
shares sold in the private financing and the issuer’s right to
suspend the Trust’s use of the resale registration statement
if the issuer is pursuing a transaction or some other material
non-public event is occurring. Accordingly, PIPE securities
may be subject to risks associated with illiquid securities.
See “Risk Factors — PIPEs Risk.”

Leverage Risk. The Trust intends to use financial leverage
for investment purposes. The Trust may issue Preferred
Shares, borrow money and/or issue debt securities
(“traditional leverage”). The Trust intends to use traditional
leverage through a credit facility representing up to 20% of
the Trust’s Managed Assets. In addition, the Trust may enter
into reverse repurchase agreements, swaps, futures, forward
contracts, securities lending, short sales, and other
derivative transactions, that have similar effects as leverage
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(collectively referred to as “effective leverage”). The Trust
will not employ leverage, either traditional or effective
leverage, of more than 20% of the Trust’s Managed Assets as
measured at the time when leverage is incurred.
Furthermore, at no time will the Trust’s use of leverage,
either through traditional leverage or effective leverage,
exceed 33%% of the Trust’s Managed Assets.
Notwithstanding the foregoing, effective leverage incurred
through the use of covered calls will not be counted toward
the Trust’s limit on the use of effective leverage or in the
overall 33%% leverage limitation.

The Trust’s leveraged capital structure creates special risks
not associated with unleveraged funds having a similar
investment objective and policies. These include the
possibility of greater loss and the likelihood of higher
volatility of the NAV of the Trust and the asset coverage for
Preferred Shares, if any. Such volatility may increase the
likelihood of the Trust having to sell investments in order to
meet its obligations to make distributions on the Preferred
Shares, or to redeem Preferred Shares when it may be
disadvantageous to do so. Also, if the Trust is utilizing
leverage, a decline in NAV could affect the ability of the
Trust to make distributions and such a failure to pay
dividends or make distributions could result in the Trust
ceasing to qualify as a regulated investment company under
the Code, as amended. See “Risk Factors — Leverage Risk.”

Other risks and special considerations include the risk that
fluctuations in interest rates on borrowings and short-term
debt or in the interest or dividend rates on any leverage that
the Trust must pay will reduce the return to the
Shareholders; the effect of leverage in a declining market,
which is likely to cause a greater decline in the NAV of the
Shares than if the Trust were not leveraged, which may
result in a greater decline in the market price of the Shares;
when the Trust uses financial leverage, the investment
advisory fees payable to the Investment Adviser will be
higher than if the Trust did not use leverage; and leverage
may increase operating costs, which may reduce total return.

Restricted Securities. Some of the Trust’s investments
are subject to restrictions on resale and generally have no
established trading market. Because of the type of
investments that the Trust makes and the nature of its
business, the valuation process requires an analysis of
various factors. The Trust’s fair value methodology includes
the examination of, among other things, (i) the existence of
any contractual restrictions on the disposition of the
securities; (ii) information obtained from the issuer which
may include an analysis of the company’s financial
statements, the company’s products or intended markets, or
the company’s technologies; and (iii) the price of a security
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sold at arm’s length in an issuer’s subsequent completed
round of financing. As there is typically no readily available
market value for some of the Restricted Securities in the
Trust’s portfolio, such Restricted Securities in the Trust’s
portfolio are valued at fair value as determined in good faith
by or under the direction of the Board pursuant to the
Trust’s valuation policy and a consistently applied valuation
process. Because of the inherent uncertainty of determining
the fair value of investments that do not have a readily
available market value, the fair value of the Trust’s
investments determined in good faith by the Board may
differ significantly from the values that would have been
used had a ready market existed for the investments, and the
differences could be material. There is no single standard for
determining fair value in good faith. As a result,
determining fair value requires that judgment be applied to
the specific facts and circumstances of each portfolio
investment, while employing a consistently applied
valuation process for the types of investments the Trust
makes. See “Risk Factors — Valuation of Restricted
Securities.”

Emerging Markets Risk. The Trust may invest in
securities of issuers located in emerging countries
(“Emerging Markets”). The risks of foreign investment are
heightened when the issuer is located in an emerging
country. Emerging countries are generally located in Africa,
Asia, the Middle East, Eastern Europe and Central and
South America. The Trust’s purchase and sale of portfolio
securities in Emerging Markets may be constrained by
limitations relating to daily changes in the prices of listed
securities, periodic trading or settlement volume and/or
limitations on aggregate holdings of foreign investors. Such
limitations may be computed based on the aggregate
trading volume by or holdings of the Trust, the Investment
Adviser, or its affiliates and respective clients and other
service providers. The Trust may not be able to sell
securities in circumstances where price, trading or
settlement volume limitations have been reached. The Trust
will not invest more than 20% of its Managed Assets as
measured at the time of investment in emerging market
countries.

Foreign investment in the securities markets of certain
emerging countries is restricted or controlled to varying
degrees which may limit investment in such countries or
increase the administrative costs of such investments. For
example, certain Asian countries require governmental
approval prior to investments by foreign persons or limit
investment by foreign persons to only a specified
percentage of an issuer’s outstanding securities or a specific
class of securities which may have less advantageous terms
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(including price) than securities of the issuer available for
purchase by nationals. In addition, certain countries may
restrict or prohibit investment opportunities in issuers or
industries deemed important to national interests. Such
restrictions may affect the market price, liquidity and rights
of securities that may be purchased by the Trust. The
repatriation of both investment income and capital from
certain emerging countries is subject to restrictions such as
the need for governmental consents. In situations where a
country restricts direct investment in securities (which may
occur in certain Asian and other countries), the Trust may
invest in such countries through other investment funds in
such countries.

Many emerging countries have recently experienced
currency devaluations and substantial (and, in some cases,
extremely high) rates of inflation. Other emerging countries
have experienced economic recessions. These
circumstances have had a negative effect on the economies
and securities markets of those emerging countries.

Economies in emerging countries generally are dependent
heavily upon commodity prices and international trade and,
accordingly, have been and may continue to be affected
adversely by the economies of their trading partners, trade
barriers, exchange controls, managed adjustments in
relative currency values and other protectionist measures
imposed or negotiated by the countries with which they
trade.

Many emerging countries are subject to a substantial degree
of economic, political and social instability. Governments of
some emerging countries are authoritarian in nature or have
been installed or removed as a result of military coups, while
governments in other emerging countries have periodically
used force to suppress civil dissent. Disparities of wealth,
the pace and success of democratization, and ethnic,
religious and racial disaffection, among other factors, have
also led to social unrest, violence and/or labor unrest in
some emerging countries. Unanticipated political or social
developments may result in sudden and significant
investment losses. Investing in emerging countries involves
greater risk of loss due to expropriation, nationalization,
confiscation of assets and property or the imposition of
restrictions on foreign investments and on repatriation of
capital invested. As an example, in the past, some Eastern
European governments have expropriated substantial
amounts of private property, and many claims of the
property owners have never been fully settled. There is no
assurance that similar expropriations will not occur in other
countries.
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The Trust’s investment in emerging countries may also be
subject to withholding or other taxes, which may be
significant and may reduce the return to the Trust from an
investment in issuers in such countries.

Settlement procedures in emerging countries are frequently
less developed and reliable than those in the United States
and may involve the Trust’s delivery of securities before
receipt of payment for their sale. In addition, significant
delays may occur in certain markets in registering the
transfer of securities. Settlement or registration problems
may make it more difficult for the Trust to value its portfolio
securities and could cause the Trust to miss attractive
investment opportunities, to have a portion of its assets
uninvested or to incur losses due to the failure of a
counterparty to pay for securities the Trust has delivered or
the Trust’s inability to complete its contractual obligations
because of theft or other reasons.

The creditworthiness of the local securities firms used by
the Trust in emerging countries may not be as sound as the
creditworthiness of firms used in more developed countries.
As a result, the Trust may be subject to a greater risk of loss
if a securities firm defaults in the performance of its
responsibilities.

The small size and inexperience of the securities markets in
certain emerging countries and the limited volume of
trading in securities in those countries may make the Trust’s
investments in such countries less liquid and more volatile
than investments in countries with more developed
securities markets (such as the United States, Japan and
most Western European countries). The Trust’s investments
in emerging countries are subject to the risk that the
liquidity of a particular investment, or investments
generally, in such countries will shrink or disappear
suddenly and without warning as a result of adverse
economic, market or political conditions or adverse investor
perceptions, whether or not accurate. Because of the lack of
sufficient market liquidity, the Trust may incur losses
because it will be required to effect sales at a
disadvantageous time and only then at a substantial drop in
price. Investments in emerging countries may be more
difficult to value precisely because of the characteristics
discussed above and lower trading volumes.

The Trust’s use of foreign currency management techniques
in emerging countries may be limited. A significant portion
of the Trust’s currency exposure in emerging countries may
not be covered by these techniques.

Foreign Securities Risk. The Trust will not invest more
than 20% of its Managed Assets as measured at the time of
investment in foreign investments. Foreign investments
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involve special risks that are not typically associated with
U.S. dollar denominated or quoted securities of U.S. issuers.
Foreign investments may be affected by changes in currency
rates, changes in foreign or U.S. laws or restrictions
applicable to such investments and changes in exchange
control regulations (e.g., currency blockage). A decline in the
exchange rate of the currency (i.e., weakening of the currency
against the U.S. dollar) in which a portfolio security is quoted
or denominated relative to the U.S. dollar would reduce the
value of the portfolio security. In addition, if the currency in
which the Trust receives dividends, interest or other
payments declines in value against the U.S. dollar before
such income is distributed as dividends to shareholders or
converted to U.S. dollars, the Trust may have to sell portfolio
securities to obtain sufficient cash to pay such dividends.

Brokerage commissions, custodial services and other costs
relating to investment in international securities markets
generally are more expensive than in the United States. In
addition, clearance and settlement procedures may be
different in foreign countries and, in certain markets, such
procedures have been unable to keep pace with the volume
of securities transactions, thus making it difficult to conduct
such transactions.

Foreign issuers are not generally subject to uniform
accounting, auditing and financial reporting standards
comparable to those applicable to U.S. issuers. There may be
less publicly available information about a foreign issuer
than about a U.S. issuer. In addition, there is generally less
government regulation of foreign markets, companies and
securities dealers than in the United States, and the legal
remedies for investors may be more limited than the
remedies available in the United States. Foreign securities
markets may have substantially less volume than U.S.
securities markets and securities of many foreign issuers are
less liquid and more volatile than securities of comparable
domestic issuers. Furthermore, with respect to certain
foreign countries, there is a possibility of nationalization,
expropriation or confiscatory taxation, imposition of
withholding or other taxes on dividend or interest payments
(o1, in some cases, capital gains distributions), limitations on
the removal of funds or other assets from such countries,
and risks of political or social instability or diplomatic
developments which could adversely affect investments in
those countries.

Key Personnel Risk. There may be only a limited number
of securities professionals who have comparable experience
to that of the Trust’s existing portfolio management team in
the area of Healthcare Companies. If one or more of the
team members dies, resigns, retires or is otherwise unable to
act on behalf of the Investment Adviser, there can be no
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assurance that a suitable replacement could be found
immediately. See “Risk Factors — Key Personnel Risk.”

Discount to NAV Risk. Shares of closed-end investment
companies frequently trade at a discount from their NAV.
This characteristic is a risk separate and distinct from the
risk that the Trust’s NAV per Share could decrease as a
result of its investment activities and may be greater for
investors expecting to sell their Shares in a relatively short
period of time following completion of this offering. The
NAYV per Share will be reduced immediately following this
offering as a result of the payment of the sales load and
certain offering costs. Although the value of the Trust’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
Shares will depend entirely upon whether the market price
of the Shares at the time of sale is above or below the
investor’s purchase price for the Shares. Because the market
price of the Shares will be determined by supply of and
demand for the Shares which will be affected by factors such
as (1) NAYV, (ii) dividend and distribution levels and their
stability (which will in turn be affected by levels of dividend
and interest payments by the Trust’s portfolio holdings, the
timing and success of the Trust’s investment strategies,
regulations affecting the timing and character of Trust
distributions, Trust expenses and other factors), (iii) trading
volume of the Shares, (iv) general market, interest rate and
economic conditions and (v) other factors that may be
beyond the control of the Trust. The Trust cannot predict
whether the Shares will trade at, below or above NAV or at,
below or above the initial public offering price. See “Risk
Factors — Discount to NAV Risk.”

Anti-Takeover Provisions Risk. The Trust’s Declaration
of Trust (“Declaration of Trust”), dated April 2, 2014 and
amended and restated as of June 11, 2014, presently has
provisions that could have the effect of limiting the ability of
other entities or persons to (1) acquire control of the Trust,
(2) cause it to engage in certain transactions, or (3) modify
its structure. See “Risk Factors — Anti-Takeover Provisions
Risk”

Related Party Transactions Risk. The majority of the
Board will be unaffiliated with the Investment Adviser;
nevertheless, the Trust may be subject to certain potential
conflicts of interest. Although the Trust has no obligation to
do so, it may place brokerage orders with brokers who
provide supplemental investment research and market and
statistical information about Healthcare Companies and the
healthcare industries. In addition, other investment
companies advised by the Investment Adviser may
concurrently invest with the Trust in restricted securities
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under certain conditions. The Trust also may invest, subject
to applicable law, in companies in which the principals of
the Investment Adviser or Trustees of the Trust have
invested, or for which they serve as directors or executive
officers. See “Risk Factors — Related Party Transactions
Risk.”

Non-Diversification Risk. The Trust is non-diversified,
meaning that the Trust is permitted to invest more of its
assets in fewer issuers than “diversified” funds. Thus, the
Trust may be more susceptible to adverse developments
affecting any single issuer held in its portfolio, and may be
more susceptible to greater losses because of these
developments. See “Risk Factors — Non-Diversification
Risk.”

Government Intervention. The recent instability in the
financial markets discussed above has led the U.S.
government and certain foreign governments to take a
number of unprecedented actions designed to support
certain financial institutions and segments of the financial
markets that have experienced extreme volatility, and in
some cases a lack of liquidity, including through direct
purchases of equity and debt securities. Federal, state, and
other governments, their regulatory agencies or self-
regulatory organizations may take actions that affect the
regulation of the issuers in which the Trust invests in ways
that are unforeseeable. Legislation or regulation may also
change the way in which the Trust is regulated. Such
legislation or regulation could limit or preclude the Trust’s
ability to achieve its investment objective. See “Risk
Factors — Government Intervention.”

Market Disruption and Geopolitical Risk. The ongoing
U.S. military and related action in Afghanistan and events in
the Middle East, as well as the continuing threat of terrorist
attacks, could have significant adverse effects on the U.S.
economy, the stock market and world economies and
markets generally. A similar disruption of financial markets
or other terrorist attacks could adversely affect Trust service
providers and/or the Trust’s operations as well as interest
rates, secondary trading, credit risk, inflation and other
factors relating to the Shares. The Trust cannot predict the
effects or likelihood of similar events in the future on the
U.S. and world economies, the value of the Shares or the
NAYV of the Trust.

Potential Conflicts of Interest Risk. The Investment
Adviser’s investment team is responsible for managing the
Trust as well as two other closed-end investment companies.
In the future, the investment team may manage other funds
and accounts, including proprietary accounts, separate
accounts and other pooled investment vehicles, such as
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unregistered hedge funds. In the future, a portfolio manager
may manage a separate account or other pooled investment
vehicle which may have materially higher fee arrangements
than the Trust and may also have a performance-based fee.
The side-by-side management of these funds or accounts
may raise potential conflicts of interest relating to cross
trading, the allocation of investment opportunities and the
aggregation and allocation of trades.

For additional risks relating to investments in the Trust,
including “Mid-Cap and Small-Cap Risk,” “Delay in Use of
Proceeds Risk,” “Temporary Defensive Strategies Risk,” “U.S.
Government Securities Risk,” “Foreign Custody Risk,”
“Deflation Risk,” “Inflation Risk,” “Legal and Regulatory
Risks,” “Information Technology Systems,” “Legislation
Risk,” “Management Risk,” “Misconduct of Employees and of
Service Providers,” “Portfolio Turnover Risk,” “Reliance on
Service Providers,” “When-Issued and Delayed Delivery
Transactions Risk,” “Risks Relating to Trust’s RIC Status,”
“RIC-Related Risks of Investments Generating Non-Cash
Taxable Income” and “ETFs Risk,” see “Risk Factors.”
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TRUST EXPENSES

The following table shows estimated Trust expenses as a percentage of net assets attributable to
Shares. The purpose of the following table and the example below is to help you understand the fees and
expenses that you, as a common shareholder, would bear directly or indirectly. Shareholders should un-
derstand that some of the percentages indicated in the tables below are estimates and may vary. The ex-
penses shown in the table under “Estimated Annual Expenses” are based on estimated amounts for the
Trust’s first full year of operations and assume that the Trust issues 38,500,000 Shares. This table as-
sumes the use of leverage through a credit facility by the Trust in an amount of 20% of its Managed As-
sets (after leverage is incurred). See “Management of the Trust” and “Dividend Reinvestment and Stock
Purchase Plan.” The following table should not be considered a representation of the Trust’s future ex-
penses. Actual expenses may be greater or less than shown.

Percentage of

Offering Price
Shareholder Transaction Expenses
Sales Load Paid by You ..........coiiiiiiii 4.50%Y
Offering Expenses Borne by the Trust ............................. 0.20%%
Dividend Reinvestment and Stock Purchase Plan Fees ............. None®

Percentage of Net
Assets Attributable to
Shares (Assuming the

Use of Leverage)®

Estimated Annual Expenses

Management Fees ... ....ouinitir i 1.25%"
Interest EXPeNSe ...ttt et e e e 0.28%"
Other EXPenses . ....uirit e e e 0.36%"
Total Annual EXpenses .........o.oiiuiiiiii i 1.89%

@

©)

©)

For a description of the sales load, structuring fees and of other compensation paid to the
Underwriters by the Trust and the Investment Adviser, see “Underwriting.”

The Investment Adviser has agreed to pay (i) all organizational expenses and (ii) offering
expenses (other than the sales load) up to $0.04 per Share. The Trust will pay offering
expenses of the Trust (other than the sales load) up to $0.04 per Share. Any offering expenses
paid by the Trust will be deducted from the proceeds of the offering received by the Trust. The
aggregate offering expenses (other than the sales load) to be borne by the Trust are estimated
to be $1,540,000 (approximately $0.04 per Share). The Investment Adviser (and not the Trust)
has agreed to pay Destra for distribution assistance in connection with this offering. The
structuring fees and the distribution fees are not reflected in the sales load in the table above.
The offering costs to be paid by the Trust are not included in the Total Annual Expenses
amount shown in the table. Offering costs borne by the Trust’s shareholders will result in a
reduction of capital of the Trust and immediate dilution to Shareholders.

The expenses of administering the Trust’s Dividend Reinvestment and Stock Purchase Plan
are included in “Other Expenses.” You will pay brokerage charges if you direct your broker or
the plan agent to sell your Shares that you acquired pursuant to the Trust’s Dividend
Reinvestment and Stock Purchase Plan. You may also pay a pro rata share of brokerage
commissions incurred in connection with open-market purchases pursuant to the Trust’s

44



Dividend Reinvestment and Stock Purchase Plan. See “Dividend Reinvestment and Stock
Purchase Plan”

(4) This table reflects that fact that you, as a common shareholder, will bear the expenses of the
Trust’s use of leverage in the form of higher fees as a percentage of the Trust’s net assets
attributable to Shares than if the Trust did not use leverage. In order to help you better
understand the costs associated with the Trust’s leveraging strategy, and to better understand
the range of costs you will bear as a common shareholder, as the Trust moves toward full
implementation of its leveraging strategy after the completion of this offering, the table
presented below estimates what the Trust’s annual expenses would be, stated as percentages
of the Trust’s net assets attributable to Shares, assuming the Trust is the same size as in the
table above and does not use leverage in the form of a credit facility. In accordance with these
assumptions, the Trust’s expenses would be estimated to be as follows:

Percentage of Net
Assets
Attributable
to Shares
(Assuming no
Leverage is Used)

Estimated Annual Expenses

Management Fees ....... . o 1.00%
Other EXPenses . ....ouiuririi e 0.34%"
Total Annual Expenses .........cooiviiiiiiiieiian... 1.34%

(5) The Trust pays a management fee to the Investment Adviser in an annual amount equal to
1.00% of the Trust’s average daily Managed Assets. The management fee of 1.00% of the Trust’s
Managed Assets represents 1.25% of net assets attributable to Shares assuming the use of
leverage through a credit facility by the Trust in an amount of 20% of the Trust’s Managed
Assets.

(6) Assumes the initial use of leverage through a credit facility of up to 20% of the Trust’s
Managed Assets (as determined immediately after borrowing) at an annual interest rate
expense to the Trust of 1.10%, which is based on current market conditions. The interest on the
credit facility is a variable rate and will increase in a rising interest rate environment. The
Trust may use other forms of leverage, which may be subject to different interest expenses
than those estimated above. The actual amount of interest expense borne by the Trust will
vary over time in accordance with the level of the Trust’s use of leverage and variations in
market interest rates. Fees and expenses in respect of other forms of leverage that may be used
by the Trust in the future will be borne entirely by the Trust’s common shareholders.

(7). The “Other Expenses” shown in the tables above and related footnotes are based upon
estimated amounts for the current fiscal year. These amounts include estimated payments of
approximately $1,102,500 by the Trust to Destra under an Investor Support Services
Agreement between the Trust and Destra, assuming the use of leverage, and $882,000
assuming no leverage is used. See “Investor Support Services.”

HYPOTHETICAL EXAMPLE

The following hypothetical example demonstrates the projected dollar amount of total cumulative
expenses that would be incurred over various periods with respect to a hypothetical investment in
Shares of the Trust. These amounts are based upon payment by the Trust of investment advisory fees
and other expenses at the levels set forth in the table above.
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You would directly or indirectly pay the following expenses (including the sales load of $45.00 and
estimated offering costs of $2.00) on a $1,000 investment in the Trust, assuming (1) total net annual ex-
penses of 1.89% of net assets attributable to Shares in years 1 through 10 (which assumes the Trust’s use
of leverage through borrowings in an aggregate amount equal to 20% of the Trust’s Managed Assets),
and (2) a 5% annual return™:

1 Year 3 Years 5 Years 10 Years
$65 $104 $144 $258

The example should not be considered a representation of future expenses, and actual
expenses may be greater or less than those shown. The example assumes that the estimated
“Other Expenses” set forth in the Estimated Annual Expenses table is accurate and that all
dividends and distributions are reinvested at NAV. Actual expenses may be greater or less
than those assumed. Moreover, the Trust’s actual rate of return may be greater or less than
the hypothetical 5% return shown in the example.

USE OF PROCEEDS

The net proceeds of the offering of Shares will be approximately $733,810,000 ($843,881,500 if the
Underwriters exercise the overallotment option in full) after payment of the maximum estimated organi-
zational and offering costs (including sales load). The Investment Adviser has agreed to pay (i) all orga-
nizational expenses of the Trust and (ii) offering expenses (other than the sales load) that exceed $0.04
per Share. The net proceeds of the offering will be invested in accordance with the Trust’s investment ob-
jective and policies. See “Investment Objective and Policies.” The Trust currently anticipates that it will
be able to fully invest the proceeds of the offering within six months following completion of the offer-
ing, depending on market conditions and the availability of appropriate securities. Restricted Securities
may be purchased as appropriate opportunities arise, which could take up to one year or longer, and the
Trust may choose to be more fully invested in publicly-traded securities during such period. Pending in-
vestment in the securities described above, the proceeds will be held in obligations of the U.S. Govern-
ment, its agencies or instrumentalities (“U.S. Government Securities”), highly rated money market
instruments or mutual funds that invest in such instruments. As a result of this short-term investment of
the proceeds, during the Trust’s ramp-up period, a lower return may be realized than if the Trust had
been fully invested in accordance with its investment objective and policies.

DESCRIPTION OF THE TRUST

Tekla Healthcare Opportunities Fund (the “Trust”) is a newly-organized, non-diversified, closed-
end management investment company with no operating history. The Trust was organized as a Massa-
chusetts business trust on April 2, 2014 pursuant to a Declaration of Trust governed by Massachusetts
law. As a newly organized entity, the Trust has no operating history. The Trust’s principal offices are lo-
cated at 2 Liberty Square, 9th Floor, Boston, MA 02019.

The Trust’s capitalization consists of an unlimited number of shares of beneficial interest, $0.01 par
value. Each Share represents an equal proportionate beneficial interest in the Trust and, when issued
and outstanding, will be fully paid and non-assessable by the Trust. Upon any liquidation of the Trust,
Shareholders will be entitled to share pro rata in the net assets of the Trust available for distribution af-
ter paying or adequately providing for the payment of all outstanding liabilities. The Trust will send an-
nual and semi-annual financial statements to Shareholders and may also issue more abbreviated interim
reports to update Shareholders on a quarterly basis. The Trust will hold annual meetings of its Share-
holders in accordance with the provisions of the Trust’s by-laws (the “By-laws”) and the rules of the
NYSE.
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Shareholders are entitled to one vote for each whole Share held and a proportionate fractional vote
for each fractional Share held. The Trust’s Shares do not have cumulative voting rights, which means
that the holders of more than 50% of the Shares of the Trust voting for the election of Trustees can elect
all of the Trustees, and, in such event, the holders of the remaining Shares will not be able to elect any
Trustees. The Trust has a staggered Board, whereby one class of Trustees is elected each year.

For information regarding risk factors pertaining to the Trust, see “Risk Factors.”

The Investment Adviser has purchased Shares from the Trust in an amount sufficient to satisfy the
Trust’s net worth requirements under Section 14(a) of the Investment Company Act. As of the date of
this Prospectus, the Investment Adviser owns 100% of the outstanding Shares. The Investment Adviser
may be deemed to control the Trust until such time as it owns less than 25% of the outstanding Shares.

INVESTMENT OBJECTIVE AND POLICIES

The Trust’s investment objective is to seek current income and long-term capital appreciation. The
Trust’s investment objective is a non-fundamental policy and may be changed by the Board of Trustees
of the Trust upon 60 days’ notice to shareholders. For a more detailed description of the Trust’s invest-
ment objective and policies see “Additional Information about Investments and Investment Techniques”
and “Investment Restrictions” in the SAI For a description of the risks that may be associated with an in-
vestment in the Trust, see the section of this prospectus entitled “Risk Factors.”

Under normal market conditions, the Trust expects to invest at least 80% of its Managed Assets in
U.S. and non-U.S. companies engaged in the healthcare industry (“Healthcare Companies”) including eg-
uity securities, debt securities, and pooled investment vehicles (including real estate investment trusts
that derive their income from the ownership, leasing, or financing of properties in the healthcare sector
(“Healthcare REITs”). “Managed Assets” means the total assets of the Trust (including any assets attrib-
utable to borrowings for investment purposes) minus the sum of the Trust’s accrued liabilities (other
than liabilities representing borrowings for investment purposes). The Trust’s 80% policy may not be
changed without 60 days’ prior notice to Shareholders.

A company will be deemed to be a Healthcare Company if, at the time the Trust makes an invest-
ment in the company, 50% or more of such company’s sales, earnings or assets arise from or are dedi-
cated to healthcare products or services or medical technology activities. Healthcare Companies may
include companies in one or more of the following sub-sectors: pharmaceuticals, biotechnology (with re-
spect to which the Trust will invest not more than 40% of its Managed Assets as measured at the time of
investment), managed care, life science and tools, healthcare technology, healthcare services, healthcare
supplies, healthcare facilities, healthcare equipment, healthcare distributors and Healthcare REITs. The
Investment Adviser determines, in its discretion, whether a company is a Healthcare Company.

The Trust expects to invest 50-85% of its Managed Assets in equity securities (which may include
common stock, preferred stock, convertible securities, and warrants or other rights to acquire common or
preferred stock). Of the 50-85% of its Managed Assets that are invested in equity securities, the Trust will
not invest more than 20%, as measured at the time of investment, in convertible securities, but in no
event will the Trust’s investment in convertible securities exceed 30%. The Trust will not invest more
than 15% of its Managed Assets as measured at the time of investment in debt securities, including cor-
porate debt obligations and debt securities that are rated non-investment grade (that is, rated Ba or
lower by Moody’s, BB+ or lower by S&P, or BB by Fitch or comparably rated by another NRSRO, or, if un-
rated, determined by the Investment Adviser to be of comparable credit quality). The Trust’s invest-
ments in non-investment grade investments and those deemed to be of similar quality are considered
speculative with respect to the issuer’s capacity to pay interest and repay principal and are commonly re-
ferred to as “junk” instruments.
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The Trust also will not invest more than 30% of its Managed Assets as measured at the time of in-
vestment in derivatives, including options, futures, options on futures, forwards, swaps, options on swaps
and other derivatives, for hedging purposes. Initially, the Trust intends to employ a strategy of writing
(selling) covered call options on a portion of the common stocks in its portfolio, writing (selling) put op-
tions on a portion of the common stocks in its portfolio and, to a lesser extent, writing (selling) covered
call and writing (selling) put options on indices of securities and sectors of securities generally within
the healthcare industry. This option strategy is intended to generate current income from option premi-
ums as a means to enhance distributions payable to the Trust’s Shareholders. Over time, as the Trust’s
portfolio becomes more seasoned, its ability to benefit from capital appreciation may become more lim-
ited, and the Trust will lose money to the extent that it writes covered call options and the securities on
which it writes the option appreciate above the exercise price of the option by an amount that exceeds
the exercise price of the option. Therefore, over time, the Investment Adviser may choose to decrease its
use of the option writing strategy to the extent that it may negatively impact the Trust’s ability to benefit
from capital appreciation.

The Trust will not invest more than 20% of its Managed Assets as measured at the time of invest-
ment in foreign securities. The Trust may buy and sell currencies for the purpose of settlement of trans-
actions in foreign securities.

The Trust will not invest more than 10% of its Managed Assets as measured at the time of invest-
ment in restricted securities, including private investments in public equity (“PIPEs”).

The Trust may from time-to-time lend its portfolio securities. See “Investment Techniques — Secu-
rities Lending.”

See “Risk Factors” and “Investment Techniques.”

INVESTMENT PHILOSOPHY

The Investment Adviser manages the Trust with a healthcare focus, using its operating knowledge
and experience of research and development; the startup and growth of venture companies; clinical trials
design and execution; FDA interactions, and involvement in breakthrough products. The Investment Ad-
viser’s unique skill set and long tenure evaluating healthcare companies has provided it with the experi-
ence to identify investment opportunities across the capital structure in companies at all stages of their
development. The Investment Adviser intends to invest the Trust’s assets across the full capital structure
of healthcare securities. A company’s capital structure refers to the way it finances its business and can
include some combination of equity securities, debt securities or hybrid securities, such as convertible
securities. The Investment Adviser pursues its investment objective through the use of multiple sources
of potential income, by varying the Trust’s exposure across the healthcare industry, and by seeking to
gain access to special opportunities such as PIPEs and convertible securities.

INVESTMENT TECHNIQUES

Healthcare Companies. The Trust expects to invest in U.S. and non-U.S. equity and debt securi-
ties of companies in the healthcare industry, including, but not limited to, biotechnology (with respect to
which the Trust will invest not more than 40% of its Managed Assets as measured at the time of invest-
ment), pharmaceutical, medical devices and healthcare services companies. These investments are de-
signed to take advantage of recent developments in certain healthcare sectors. For example, demographic
changes are driving an increase in medical products due to the high growth rate of the population of
Americans age 65 and older. Recent developments in the pharmaceutical, biotechnology, and medical
technology industries have produced a series of products that will extend or improve the quality of pa-
tients’ lives, especially in the areas of oncology, infectious disease, inflammation and orphan diseases. The
Investment Adviser believes that the following trends have investment potential: (i) biopharmaceuticals
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including products for novel targets; (ii) treatments for orphan and ultra-orphan (i.e., rare and extremely
rare) diseases, including gene therapy; (iii) specialty pharmaceuticals; (iv) generic pharmaceuticals;

(v) novel medical devices; (vi) life sciences tools and diagnostics; and (vii) products that will benefit from
changes in the regulatory landscape.

Healthcare Companies provide multiple diverse investment opportunities, including opportunities
in the following sub-sectors: (i) pharmaceuticals, which includes large and small pharmaceutical, spe-
cialty pharmaceutical and generic drug companies; (ii) biotechnology, which includes companies en-
gaged in research into, and development of, biological substances for the purposes of drug discovery
and diagnostic development; (iii) managed care, which is a segment that represents HMOs and insurers;
(iv) life sciences and tools, which includes research organizations that help design and run clinical trials,
as well as life sciences research tools companies that offer instruments, reagents and services to scien-
tists in academic, BioPharma and applied market laboratories; (v) healthcare technology, which include
companies involved in automating various processes for hospitals and HMOs; (vi) healthcare services,
which includes pharmacy benefits managers, alternative site care providers and laboratory services com-
panies; (vii) healthcare supplies, which include companies that provide products such as tubes and
bandages used every day in healthcare facilities and laboratories; (viii) healthcare facilities, which in-
clude hospitals and other brick and mortar facilities used to treat patients; (ix) healthcare equipment,
which include medical diagnostic and device companies; (x) healthcare distributors, which distribute
drugs and products to patients, hospitals and other facilities; and (xi) Healthcare REITs.

Equity Securities. The Trust expects invest 50-85% of its Managed Assets as measured at the
time of investment in equity securities, which may include common stock, preferred stock, convertible
securities, and warrants or other rights to acquire common or preferred stock. Of the 50-85% of its Man-
aged Assets that are invested in equity securities, the Trust will not invest more than 20%, as measured
at the time of investment, in convertible securities, but in no event will the Trust’s investment in convert-
ible securities exceed 30%. Common stock represents shares of a corporation or other entity that entitle
the holder to a pro rata share of the profits of the entity, if any, without preference over any other share-
holder or class of shareholders, including holders of the entity’s preferred stock and other senior equity.
Common stock usually carries with it the right to vote and frequently an exclusive right to do so. Pre-
ferred stock represents shares of a corporation or other entity that pay dividends at a specified rate and
have precedence over common stock in the payment of dividends. If the corporation or other entity is
liquidated or declares bankruptcy, the claims of owners of preferred stock will have precedence over the
claims of owners of common stock, but not over the claims of owners of bonds. Convertible securities en-
title the holder to acquire the issuer’s common stock by exchange or purchase for a predetermined rate.
Convertible securities can be bonds, notes, debentures, preferred stock or other securities which are con-
vertible into common stock. Rights and warrants are instruments which entitle the holder to buy an eg-
uity security at a specific price for a specific period of time. Rights are similar to warrants but typically
have shorter durations and are offered to current stockholders of the issuer. Changes in the value of a
right or a warrant do not necessarily correspond to changes in the value of its underlying security.

Debt Securities. The Trust will not invest more than 15% of its Managed Assets as measured at
the time of investment in debt securities, including corporate debt obligations and debt securities rated
non-investment grade (that is, rated Ba or lower by Moody’s, BB+ or lower by S&P, or BB or lower by Fitch
or comparably rated by another NRSRO, or, if unrated, determined by the Investment Adviser to be of
comparable credit quality). These securities are commonly called “high yield” or “junk” bonds. The Trust
may invest in debt securities of any maturity.

Corporate Debt Obligations. Corporate debt obligations include bonds, notes, debentures, com-
mercial paper and other obligations of corporations to pay interest and repay principal. The Trust may
invest in corporate debt obligations issued by U.S. and certain non-U.S. issuers, which issue securities
denominated in the U.S. dollar (including Yankee and Euro obligations as well as other non-U.S. dollar
currencies). In addition to obligations of corporations, corporate debt obligations include securities
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issued by banks and other financial institutions and supranational entities (i.e., the World Bank, the In-
ternational Monetary Fund, etc.).

Bank Obligations. The Trust may invest in obligations issued or guaranteed by U.S. or foreign
banks. Bank obligations, including without limitation, time deposits, bankers’ acceptances and certifi-
cates of deposit, which may be general obligations of the parent bank or may be limited to the issuing
branch by the terms of the specific obligations or by government regulations. Banks are subject to exten-
sive but different governmental regulations which may limit both the amount and types of loans which
may be made and interest rates which may be charged. In addition, the profitability of the banking in-
dustry is largely dependent upon the availability and cost of funds for the purpose of financing lending
operations under prevailing money market conditions. General economic conditions as well as exposure
to credit losses arising from possible financial difficulties of borrowers play an important part in the op-
eration of this industry.

REITs. The Trust may invest up to 25% of Managed Assets as measured at the time of investment in
Healthcare REITs. The value of a REIT is affected by changes in the value of the properties owned by the
REIT or securing mortgage loans held by the REIT. REITs are dependent upon the ability of the REITs’
managers, and are subject to heavy cash flow dependency, default by borrowers and the qualification of the
REITs under applicable regulatory requirements for favorable income tax treatment. REITs are also subject
to risks generally associated with investments in real estate including possible declines in the value of real
estate, general and local economic conditions, environmental problems and changes in interest rates. To
the extent that assets underlying a REIT are concentrated geographically, by property type or in certain
other respects, these risks may be heightened. The Trust will indirectly bear its proportionate share of any
expenses, including management fees, paid by a REIT in which it invests. Healthcare REITs are REITs that
derive their income from the ownership, leasing, or financing of properties in the healthcare sector.

Derivatives. Generally, derivatives are financial contracts whose value depends upon, or is de-
rived from, the value of an underlying asset, reference rate or index, and may relate to individual debt or
equity instruments, interest rates, currencies or currency exchange rates and related indexes. The Trust
will not invest more than 30% of its Managed Assets as measured at the time of investment in derivative
instruments including options, futures, options on futures, forwards, swaps, options on swaps and other
derivatives for hedging purposes, although suitable derivative instruments may not always be available
to the Investment Adviser for these purposes for investment. To the extent that the security or index un-
derlying the derivative or synthetic instrument is or is composed of securities of Healthcare Companies,
the Trust will include such derivative and synthetic instruments for the purposes of the Trust’s 80% pol-
icy. The Trust may engage in short sales and short sales against the box in an amount not to exceed 10%
of Managed Assets.

Initially, the Trust intends to employ a strategy of writing (selling) covered call options on a por-
tion of the common stocks in its portfolio, writing (selling) put options on a portion of the common
stocks in its portfolio and, to a lesser extent, writing (selling) covered call and writing (selling) put op-
tions on indices of securities and sectors of securities generally within the healthcare industry. This op-
tion strategy is intended to generate current income from option premiums as a means to enhance
distributions payable to the Trust’s Shareholders. Over time, as the Trust’s portfolio becomes more sea-
soned, its ability to benefit from capital appreciation may become more limited and the Trust will lose
money to the extent that it writes covered call options and the securities on which it writes the option
appreciates above the exercise price of the option by an amount that exceeds the exercise price of the
option. Therefore, over time, the Investment Adviser may choose to decrease its use of the option writing
strategy to the extent that it may negatively impact the Trust’s ability to benefit from capital
appreciation.

Foreign Securities. The Trust will not invest more than 20% of its Managed Assets as measured at
the time of investment in securities of foreign issuers, including securities quoted or denominated in a
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currency other than U.S. dollars. Investments in foreign securities may offer potential benefits not avail-
able from investments solely in U.S. dollar-denominated or quoted securities of domestic issuers. Such
benefits may include the opportunity to invest in foreign issuers that appear, in the opinion of the Invest-
ment Adviser, to offer the potential for better long term growth of capital and income than investments in
U.S. securities, the opportunity to invest in foreign countries with economic policies or business cycles
different from those of the United States and the opportunity to reduce fluctuations in portfolio value by
taking advantage of foreign securities markets that do not necessarily move in a manner parallel to U.S.
markets. Investing in the securities of foreign issuers also involves, however, certain special risks, which
are not typically associated with investing in U.S. dollar-denominated securities or quoted securities of
U.S. issuers. Many of these risks are more pronounced for investments in emerging economies.

With respect to investments in certain foreign countries, there exist certain economic, political and
social risks, including the risk of adverse political developments, nationalization, military unrest, social
instability, war and terrorism, confiscation without fair compensation, expropriation or confiscatory taxa-
tion, limitations on the movement of funds and other assets between different countries, or diplomatic
developments, any of which could adversely affect the Trust’s investments in those countries. Govern-
ments in certain foreign countries continue to participate to a significant degree, through ownership in-
terest or regulation, in their respective economies. Action by these governments could have a significant
effect on market prices of securities and dividend payments.

Many countries throughout the world are dependent on a healthy U.S. economy and are adversely
affected when the U.S. economy weakens or its markets decline. Additionally, many foreign country
economies are heavily dependent on international trade and are adversely affected by protective trade
barriers and economic conditions of their trading partners. Protectionist trade legislation enacted by
those trading partners could have a significant adverse affect on the securities markets of those coun-
tries. Individual foreign economies may differ favorably or unfavorably from the U.S. economy in such
respects as growth of gross national product, rate of inflation, capital reinvestment, resource
self-sufficiency and balance of payments position.

Investments in foreign securities often involve currencies of foreign countries. Accordingly, the
Trust may be affected favorably or unfavorably by changes in currency rates and in exchange control
regulations and may incur costs in connection with conversions between various currencies. The Trust
may be subject to currency exposure independent of its securities positions. To the extent that the Trust
is fully invested in foreign securities while also maintaining net currency positions, it may be exposed to
greater combined risk. Currency exchange rates may fluctuate significantly over short periods of time.
They generally are determined by the forces of supply and demand in the foreign exchange markets and
the relative merits of investments in different countries, actual or anticipated changes in interest rates
and other complex factors, as seen from an international perspective. Currency exchange rates also can
be affected unpredictably by intervention (or the failure to intervene) by U.S. or foreign governments or
central banks or by currency controls or political developments in the United States or abroad.

Because foreign issuers generally are not subject to uniform accounting, auditing and financial re-
porting standards, practices and requirements comparable to those applicable to U.S. companies, there
may be less publicly available information about a foreign company than about a U.S. company. Volume
and liquidity in most foreign securities markets are less than in the United States and securities of many
foreign companies are less liquid and more volatile than securities of comparable U.S. companies. The
securities of foreign issuers may be listed on foreign securities exchanges or traded in foreign OTC mar-
kets. Fixed commissions on foreign securities exchanges are generally higher than negotiated commis-
sions on U.S. exchanges, although the Trust endeavors to achieve the most favorable net results on its
portfolio transactions. There is generally less government supervision and regulation of foreign securi-
ties exchanges, brokers, dealers and listed and unlisted companies than in the United States, and the le-
gal remedies for investors may be more limited than the remedies available in the United States. For
example, there may be no comparable provisions under certain foreign laws to insider trading and
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similar investor protections that apply with respect to securities transactions consummated in the
United States. Mail service between the United States and foreign countries may be slower or less reli-
able than within the United States, thus increasing the risk of delayed settlement of portfolio transac-
tions or loss of certificates for portfolio securities.

Foreign markets also have different clearance and settlement procedures, and in certain markets
there have been times when settlements have been unable to keep pace with the volume of securities
transactions, making it difficult to conduct such transactions. Such delays in settlement could result in
temporary periods when some of the Trust’s assets are uninvested and no return is earned on such as-
sets. The inability of the Trust to make intended security purchases due to settlement problems could
cause the Trust to miss attractive investment opportunities. Inability to dispose of portfolio securities
due to settlement problems could result either in losses to the Trust due to subsequent declines in value
of the portfolio securities or, if the Trust has entered into a contract to sell the securities, in possible lia-
bility to the purchaser.

The Trust may invest in foreign securities which take the form of sponsored and unsponsored
ADRs, GDRs, EDRs or other similar instruments representing securities of foreign issuers (together,
“Depositary Receipts”). ADRs represent the right to receive securities of foreign issuers deposited in a
domestic bank or a correspondent bank. ADRs are traded on domestic exchanges or in the U.S. OTC
market and, generally, are in registered form. EDRs and GDRs are receipts evidencing an arrangement
with a non-U.S. bank similar to that for ADRs and are designed for use in the non-U.S. securities markets.
EDRs and GDRs are not necessarily quoted in the same currency as the underlying security. To the ex-
tent the Trust acquires Depositary Receipts through banks which do not have a contractual relationship
with the foreign issuer of the security underlying the Depositary Receipts to issue and service such un-
sponsored Depositary Receipts, there is an increased possibility that the Trust will not become aware of
and be able to respond to corporate actions such as stock splits or rights offerings involving the foreign
issuer in a timely manner. In addition, the lack of information may result in inefficiencies in the valua-
tion of such instruments. Investment in Depositary Receipts does not eliminate all the risks inherent in
investing in securities of non-U.S. issuers. The market value of Depositary Receipts is dependent upon
the market value of the underlying securities and fluctuations in the relative value of the currencies in
which the Depositary Receipts and the underlying securities are quoted. However, by investing in De-
positary Receipts, such as ADRs, which are quoted in U.S. dollars, the Trust may avoid currency risks
during the settlement period for purchases and sales.

The Trust may invest in countries with emerging economies or securities markets. Political and
economic structures in many of such countries may be undergoing significant evolution and rapid de-
velopment, and such countries may lack the social, political and economic stability characteristic of
more developed countries. Certain of such countries have in the past failed to recognize private property
rights and have at times nationalized or expropriated the assets of private companies. As a result, the
risks described above, including the risks of nationalization or expropriation of assets, may be
heightened.

Initial Public Offerings. The Trust may invest a portion of its assets in shares of IPOs, if consis-
tent with the Trust’s investment objective and policies. IPOs may have a magnified impact on the per-
formance of a fund with a small asset base. The impact of IPOs on a fund’s performance likely will
decrease as such fund’s asset size increases, which could reduce such fund’s returns. IPOs may not be
consistently available to the Trust for investing. IPO shares frequently are volatile in price due to the ab-
sence of a prior public market, the small number of shares available for trading and limited information
about the issuer. Therefore, the Trust may hold IPO shares for a very short period of time. This may in-
crease turnover and may lead to increased expenses, such as commissions and transaction costs all of
which will be borne indirectly by the holders of Shares. In addition, IPO shares can experience an imme-
diate drop in value if the demand for the securities does not continue to support the offering price.
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Convertible Securities. The Trust may invest in convertible securities. Of the 50-85% of its Man-
aged Assets that are invested in equity securities, the Trust will not invest more than 20%, as measured
at the time of investment, in convertible securities, but in no event will the Trust’s investment in convert-
ible securities exceed 30%. Convertible securities are preferred stock or debt obligations that are con-
vertible into common stock. Convertible securities generally offer lower interest or dividend yields than
non-convertible securities of similar quality. Convertible securities in which the Trust invests are subject
to the same rating criteria as its other investments in fixed-income securities. Convertible securities
have both equity and fixed-income risk characteristics. Like all fixed-income securities, the value of con-
vertible securities is susceptible to the risk of market losses attributable to changes in interest rates.
Generally, the market value of convertible securities tends to decline as interest rates increase and, con-
versely, to increase as interest rates decline. However, when the market price of the common stock un-
derlying a convertible security exceeds the conversion price of the convertible security, the convertible
security tends to reflect the market price of the underlying common stock. As the market price of the un-
derlying common stock declines, the convertible security, like a fixed-income security, tends to trade in-
creasingly on a yield basis, and thus may not decline in price to the same extent as the underlying
common stock.

Restricted Securities. The Trust may purchase Restricted Securities under the Securities Act, in-
cluding securities eligible for resale to “qualified institutional buyers” pursuant to Rule 144A under the
Securities Act. The Trust will not invest more than 10% of its Managed Assets as measured at the time of
investment in restricted securities.

The purchase price and subsequent valuation of Restricted Securities may reflect a discount from
the price at which such securities trade when they are not restricted, because the restriction makes them
less liquid. The amount of the discount from the prevailing market price is expected to vary depending
upon the type of security, the character of the issuer, the party who will bear the expenses of registering
the Restricted Securities and prevailing supply and demand conditions.

Other Investment Companies. The Trust may invest in securities of other investment compa-
nies, including ETFs, subject to statutory limitations prescribed by the Investment Company Act. These
limitations include in certain circumstances a prohibition on the Trust acquiring more than 3% of the
voting shares of any other investment company, and a prohibition on investing more than 5% of the
Trust’s total assets in securities of any one investment company or more than 10% of its total assets in se-
curities of all investment companies. Many ETFs, however, have obtained exemptive relief from the Com-
mission to permit unaffiliated funds to invest in the ETFs’ shares beyond these statutory limitations,
subject to certain conditions and pursuant to a contractual arrangement between the ETFs and the in-
vesting funds. The Trust may rely on these exemptive orders to invest in unaffiliated ETFs. Under an ex-
emptive rule adopted by the Commission, the Trust may invest in certain other investment companies
and money market funds beyond the statutory limits described above.

The use of ETFs is intended to help the Trust match the total return of the particular market seg-
ments or indices represented by those ETFs, although that may not be the result. Most ETFs are
passively-managed investment companies whose shares are purchased and sold on a securities exchange.
An ETF represents a portfolio of securities designed to track a particular market segment or index.

The Trust will indirectly bear its proportionate share of any management fees and other expenses
paid by such other investment companies, in addition to the fees and expenses regularly borne by the
Trust.

Options on Securities and Securities Indices. A put option gives the purchaser of the option
the right to sell, and the writer (seller) of the option the obligation to buy, the underlying instrument dur-
ing the option period. A call option gives the purchaser of the option the right to buy, and the writer
(seller) of the option the obligation to sell, the underlying instrument during the option period. As an in-
vestment company registered with the Commission, the Trust may “set aside” (often referred to as “asset
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segregation”) liquid assets, or engage in other Commission or Commission-staff approved measures to
“cover” open positions with respect to certain kinds of derivative instruments. The Trust may write (sell)
covered call and put options and purchase put and call options on any securities in which the Trust may
invest or on any securities index consisting of securities in which it may invest.

The writing and purchase of options is a highly specialized activity which involves special invest-
ment risks. Options may be used for hedging or cross-hedging purposes, or to seek to increase total re-
turn (which is considered a speculative activity). The successful use of options depends in part on the
ability of the Investment Adviser to anticipate future price fluctuations and the degree of correlation be-
tween the options and securities markets. If the Investment Adviser is incorrect in its expectation of
changes in market prices or determination of the correlation between the instruments or indices on
which options are written and purchased and the instruments in the Trust’s investment portfolio, the
Trust may incur losses that it would not otherwise incur. The use of options can also increase the Trust’s
transaction costs, which will be borne exclusively by common shareholders. Options written or pur-
chased by the Trust may be traded on either U.S. or foreign exchanges or OTC. Foreign and OTC options
will present greater possibility of loss because of their greater illiquidity and credit risks.

In lieu of entering into “protective put” transactions, the Trust may engage in barrier options trans-
actions as an alternative means to offset or hedge against a decline in the market value of the Trust’s se-
curities. Barrier options are similar to standard options except that they become activated or are
extinguished when the underlying asset reaches a predetermined level or barrier. “Down and out” barrier
options are canceled or “knocked out” if the underlying asset falls to a pre-determined level. “Down and
in” barrier options are activated or “knocked in” if the underlying asset falls to a pre-determined level.
“Up and out” barrier options are extinguished or “knocked out” if the underlying asset rises to a prede-
termined level. “Up and in” barrier options are activated or “knocked in” if the underlying asset rises to a
predetermined level. If the Investment Adviser sets too high or too low a barrier, and the option is either
extinguished or “knocked out” or the options are never activated or “knocked in,” the benefits to the
Trust of using a barrier option strategy may be limited and the costs associated with a barrier option
strategy could be detrimental to the Trust’s performance. When writing an option, the Trust may “set
aside” liquid assets, or engage in other appropriate measures to “cover” its obligation under the option
contract.

Futures Contracts and Options and Swaps on Futures Contracts. Futures contracts are stan-
dardized, exchange-traded contracts that provide for the sale or purchase of a specified asset at a future
time at a specified price. An option on a futures contract gives the purchaser the right (and the writer of
the option the obligation) to assume a position in a futures contract at a specified exercise price within a
specified period of time. A swap on a futures contract provides an investor with the ability to gain eco-
nomic exposure to a particular futures market; however, unlike a futures contract that is exchange-
traded, a swap on a futures contract is typically an OTC transaction. A futures contract may be based on
particular securities, foreign currencies, securities indices and other financial instruments and indices.
The Trust may engage in futures transactions on both U.S. and foreign exchanges.

The Trust may purchase and sell futures contracts, purchase and write call and put options on fu-
tures contracts and enter into swaps on futures contracts, in order to seek to increase total return or to
hedge against changes in interest rates, securities prices or currency exchange rates, or to otherwise
manage its term structure, sector selections and duration in accordance with its investment objective
and policies. The Trust may also enter into closing purchase and sale transactions with respect to such
contracts and options.

Forward Contracts. Forward contracts involve the purchase or sale of a specific quantity of a
commodity, government security, foreign currency, or other asset at a specified price, with delivery and
settlement at a specified future date.
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Because it is a completed contract, a purchase forward contract can be a cover for the sale of a fu-
tures contract. The Trust may enter into forward contracts for hedging purposes and non-hedging pur-
poses (i.e., to increase returns). Forward contracts may be used by the Trust for hedging purposes to
protect against uncertainty in the level of future foreign currency exchange rates, such as when the Trust
anticipates purchasing or selling a foreign security. For example, this technique would allow the Trust to
“lock in” the U.S. dollar price of the security. Forward contracts may also be used to attempt to protect
the value of the Trust’s existing holdings of foreign securities. There may be, however, an imperfect cor-
relation between the Trust’s foreign securities holdings and the forward contracts entered into with re-
spect to those holdings. Forward contracts may also be used for non-hedging purposes to pursue the
Trust’s investment objective, such as when the Trust’s Investment Adviser anticipates that particular for-
eign currencies will appreciate or depreciate in value, even though securities denominated in those cur-
rencies are not then held in the Trust’s portfolio. There is no requirement that the Trust hedge all or any
portion of its exposure to foreign currency risks.

Forward contracts, unlike futures contracts, are not traded on exchanges and are not standardized;
rather, banks and dealers act as principals in these markets, negotiating each transaction on an individ-
ual basis. The principals who deal in the forward markets are not required to continue to make markets
in the currencies or commodities they trade and these markets can experience periods of illiquidity,
sometimes of significant duration. There have been periods during which certain participants in these
markets have refused to quote prices for certain currencies or commodities or have quoted prices with
an unusually wide spread between the price at which they were prepared to buy and that at which they
were prepared to sell. Disruptions can occur in any market traded by the Investment Adviser due to un-
usually high trading volume, political intervention or other factors. Arrangements to trade forward con-
tracts may be made with only one or a few counterparties, and liquidity problems therefore might be
greater than if such arrangements were made with numerous counterparties. The imposition of controls
by governmental authorities might also limit such forward (and futures) trading to less than that which
the Investment Adviser would otherwise recommend, to the possible detriment of the Trust. Market illig-
uidity or disruption could result in major losses to the Trust. In addition, the Trust will be exposed to
credit risks with regard to counterparties with which it trades as well as risks relating to settlement de-
fault. Such risks could result in substantial losses to the Trust.

Equity Swaps and Index Swaps. The Trust may invest in equity swaps and index swaps. Equity
swaps allow the parties to a swap agreement to exchange the dividend income or other components of
return on an equity investment (for example, a group of equity securities or an index) for another pay-
ment stream. An equity swap may be used by the Trust to invest in a market without owning or taking
physical custody of securities in circumstances in which direct investment may be restricted for legal
reasons or is otherwise deemed impractical or disadvantageous. Index swaps allow the Trust to receive
one or more payments based off of the return, performance or volatility of an index or of certain securi-
ties which comprise the index.

The value of swaps can be very volatile. To the extent that the Investment Adviser does not accu-
rately analyze and predict the potential relative fluctuation of the components swapped with another
party, or the creditworthiness of the counterparty, the Trust may suffer a loss, which may be substantial.
The value of some components of a swap (such as the dividends on a common stock) may also be sensi-
tive to changes in interest rates. Furthermore, swaps may be illiquid, and the Trust may be unable to ter-
minate its obligations when desired.

Currently, certain standardized swap transactions are subject to mandatory central clearing. Al-
though central clearing is expected to decrease counterparty risk and increase liquidity compared to bi-
laterally negotiated swaps, central clearing does not eliminate counterparty risk or illiquidity risk
entirely.
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The Trust may be required to set aside liquid assets, or engage in other Commission approved
measures to “cover” open swap positions. In the case of swaps that do not cash settle, for example, the
Trust must set aside liquid assets equal to the full notional amount of the swaps while the positions are
open. With respect to swaps that cash settle, however, the Trust may set aside liquid assets in an amount
equal to the Trust’s daily marked-to-market net obligations (i.e., the Trust’s daily net liability) under the
swaps, if any, rather than their full notional amount. The Trust reserves the right to modify its asset seg-
regation policies in the future in its discretion. By setting aside assets equal to only its net obligations
under cash settled swaps, the Trust will have the ability to employ leverage to a greater extent than if the
Trust were required to segregate assets equal to the full notional amount of the swaps. The Trust’s use of
these techniques is subject to the Trust’s overall limitation on leverage of up to 33%% of the Trust’s Man-
aged Assets.

Interest Rate Swaps, Credit Swaps, Total Return Swaps, Options on Swaps and Interest Rate
Caps, Floors and Collars. The Trust may enter into swap transactions and option agreements, includ-
ing interest rate caps, floors and collars. Interest rate swaps involve the exchange by the Trust with an-
other party of their respective commitments to pay or receive interest, such as an exchange of fixed-rate
payments for floating rate payments. Credit swaps involve the receipt of floating or fixed rate payments
in exchange for assuming potential credit losses on an underlying security. Credit swaps give one party
to a transaction (the buyer of the credit swap) the right to dispose of or acquire an asset (or group of as-
sets), or the right to receive a payment from the other party, upon the occurrence of specified credit
events. Total return swaps give the Trust the right to receive the appreciation in the value of a specified
security, index or other instrument in return for a fee paid to the counterparty, which will typically be
based on an agreed upon interest rate. If the underlying asset in a total return swap declines in value
over the term of the swap, the Trust may also be required to pay the dollar value of that decline to the
counterparty. The Trust may also purchase and write (sell) options contracts on swaps, commonly re-
ferred to as swaptions. A swaption is an option to enter into a swap agreement. Like other types of op-
tions, the buyer of a swaption pays a non-refundable premium for the option and obtains the right, but
not the obligation, to enter into an underlying swap or to modify the terms of an existing swap on
agreed-upon terms. The seller of a swaption, in exchange for the premium, becomes obligated (if the op-
tion is exercised) to enter into or modify an underlying swap on agreed-upon terms, which generally en-
tails a greater risk of loss than the Trust incurs in buying a swaption.

The purchase of an interest rate cap entitles the purchaser, to the extent that a specified index ex-
ceeds a predetermined interest rate, to receive payment of interest on a notional principal amount from
the party selling such interest rate cap. The purchase of an interest rate floor entitles the purchaser, to
the extent that a specified index falls below a predetermined interest rate, to receive payments of inter-
est on a notional principal amount from the party selling the interest rate floor. An interest rate collar is
the combination of a cap and a floor that preserves a certain return within a predetermined range of in-
terest rates.

The Trust may enter into the transactions described above for hedging purposes or to seek to in-
crease total return. As an example, when the Trust is the buyer of a credit default swap (commonly
known as buying protection), it may make periodic payments to the seller of the credit default swap to
obtain protection against a credit default on a specified underlying asset (or group of assets). If a default
occurs, the seller of a credit default swap may be required to pay the Trust the “notional value” of the
credit default swap on a specified asset (or group of assets). On the other hand, when the Trust is a seller
of a credit default swap (commonly known as selling protection), in addition to the credit exposure the
Trust has on the other assets held in its portfolio, the Trust is also subject to the credit exposure on the
notional amount of the swap since, in the event of a credit default, the Trust may be required to pay the
“notional value” of the credit default swap on a specified asset (or group of assets) to the buyer of the
credit default swap.

56



The use of interest rate, credit and total return swaps, options on swaps, and interest rate caps,
floors and collars is a highly specialized activity which creates effective leverage and involves invest-
ment techniques and risks different from those associated with ordinary portfolio securities transactions.
If the Investment Adviser is incorrect in its forecasts of market values and interest rates, or in its evalua-
tion of the creditworthiness of swap counterparties (with respect to bilateral swap transactions) and the
issuers of the underlying assets, the investment performance of the Trust would be less favorable than it
would have been if these investment techniques were not used.

Currently, certain standardized swap transactions are subject to mandatory central clearing. Al-
though central clearing is expected to decrease counterparty risk and increase liquidity compared to bi-
laterally negotiated swaps, central clearing does not eliminate counterparty risk or illiquidity risk
entirely.

When-Issued Securities and Forward Commitments. The Trust may purchase when-issued se-
curities and make contracts to purchase or sell securities for a fixed price at a future date beyond cus-
tomary settlement time. When-issued securities are securities that have been authorized, but not yet
issued. When-issued securities are purchased in order to secure what is considered to be an advanta-
geous price or yield to the Trust at the time of entering into the transaction. A forward commitment in-
volves entering into a contract to purchase or sell securities for a fixed price at a future date beyond the
customary settlement period.

The purchase of securities on a when-issued or forward commitment basis involves a risk of loss if
the value of the security to be purchased declines before the settlement date. Conversely, the sale of se-
curities on a forward commitment basis involves the risk that the value of the securities sold may in-
crease before the settlement date. Although the Trust will generally purchase securities on a
when-issued or forward commitment basis with the intention of acquiring the securities for its portfolio,
the Trust may dispose of when-issued securities or forward commitments prior to settlement if the In-
vestment Adviser deems it appropriate. When purchasing a security on a when-issued basis or entering
into a forward commitment, the Trust must “set aside” liquid assets, or engage in other appropriate
measures to “cover” its obligations.

Repurchase Agreements. Repurchase agreements involve the purchase of securities subject to
the seller’s agreement to repurchase them at a mutually agreed upon date and price. The Trust may enter
into repurchase agreements with securities dealers and banks which furnish collateral at least equal in
value or market price to the amount of their repurchase obligation.

If the other party or “seller” defaults, the Trust might suffer a loss to the extent that the proceeds
from the sale of the underlying securities and other collateral held by the Trust are less than the repur-
chase price and the Trust’s costs associated with delay and enforcement of the repurchase agreement. In
addition, in the event of bankruptcy of the seller, the Trust could suffer additional losses if a court deter-
mines that the Trust’s interest in the collateral is not enforceable.

The Trust, together with other registered investment companies having advisory agreements with
the Investment Adviser or any of its affiliates, may transfer uninvested cash balances into a single joint
account, the daily aggregate balance of which will be invested in one or more repurchase agreements.

Reverse Repurchase Agreements. Reverse repurchase agreements involve the sale of securities
held by the Trust with an agreement by the Trust to repurchase the securities at a mutually agreed upon
date and price (including interest). Reverse repurchase agreements may be entered into when the Invest-
ment Adviser expects that the return to be earned from the investment of the transaction proceeds will
be greater than the related interest expense. Reverse repurchase agreements create effective leverage. If
the securities held by the Trust decline in value while these transactions are outstanding, the NAV of the
Trust’s outstanding shares will decline in value proportionately more than the decline in value of the se-
curities. In addition, reverse repurchase agreements involve the risk that the investment return earned
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by the Trust (from the investment of the proceeds) will be less than the interest expense of the transac-
tion, that the market value of the securities sold by the Trust will decline below the price the Trust is ob-
ligated to pay to repurchase the securities, and that the securities may not be returned to the Trust.

The Trust may “set aside” liquid assets, or engage in other appropriate measures to “cover” its obli-
gations with respect to its transactions in reverse repurchase agreements. As a result of such segrega-
tion, the Trust’s obligations under such transactions will not be considered senior securities
representing indebtedness for purposes of the Investment Company Act and the Trust’s use of leverage
through reverse repurchase agreements will not be limited by the Investment Company Act, although it
will be limited by the Trust’s overall limitation on leverage. The Trust’s use of leverage through reverse
repurchase agreements may be limited by the availability of cash or liquid securities to earmark or seg-
regate in connection with such transactions.

If the buyer of securities under a reverse repurchase agreement files for bankruptcy or becomes in-
solvent, such buyer or its trustee or receiver may receive an extension of time to determine whether to
enforce the Trust’s obligation to repurchase the securities, and the Trust’s use of the proceeds of the re-
verse repurchase agreement may effectively be restricted pending such decision. Also, the Trust would
bear the risk of loss to the extent that the proceeds of the reverse repurchase agreement are less than the
value of the securities subject to such agreement.

With respect to any reverse repurchase agreement or similar transaction, the Trust’s Managed As-
sets shall include any proceeds from the sale of an asset of the Trust to a counterparty in such a transac-
tion, in addition to the value of the underlying asset as of the relevant measuring date.

Short Sales. The Trust may engage in short sales and short sales against the box in an amount
not to exceed 10% of Managed Assets as measured at the time of investment. Short sales are transactions
in which the Trust sells a security it does not own in anticipation of a decline in the market value of that
security. To complete such a transaction, the Trust must borrow the security to make delivery to the
buyer. The Trust then is obligated to replace the security borrowed by purchasing it at the market price
at the time of replacement. The price at such time may be more or less than the price at which the secu-
rity was sold by the Trust. Until the security is replaced, the Trust is required to pay to the lender
amounts equal to any dividend which accrues during the period of the loan. To borrow the security, the
Trust also may be required to pay a premium, which would increase the cost of the security sold. There

will also be other costs associated with short sales, which will be borne solely by the Trust’s common
Shareholders.

The Trust will incur a loss, which may be unlimited, as a result of the short sale if the price of the
security increases between the date of the short sale and the date on which the Trust replaces the bor-
rowed security. The Trust will realize a gain if the security declines in price between those dates. This re-
sult is the opposite of what one would expect from a cash purchase of a long position in a security. The
amount of any gain will be decreased, and the amount of any loss increased, by the amount of any pre-
mium or amounts in lieu of interest the Trust may be required to pay in connection with a short sale, and
will be also decreased by any transaction or other costs.

Until the Trust replaces a borrowed security in connection with a short sale, the Trust will (a) segre-
gate cash or liquid assets at such a level that the segregated assets plus any amount deposited with the
broker as collateral will equal the current value of the security sold short or (b) otherwise cover its short
position in accordance with applicable law.

There is no guarantee that the Trust will be able to close out a short position at any particular time
or at an acceptable price. During the time that the Trust is short a security, it is subject to the risk that
the lender of the security will terminate the loan at a time when the Trust is unable to borrow the same
security from another lender. If that occurs, the Trust may be “bought in” at the price required to pur-
chase the security needed to close out the short position, which may be a disadvantageous price.
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The Trust may engage in short sales against the box. As noted above, a short sale is made by sell-
ing a security the seller does not own. A short sale is “against the box” to the extent that the seller con-
temporaneously owns or has the right to obtain, at no added cost, securities identical to those sold short.
The Trust may enter into a short sale against the box, for example, to lock in a sales price for a security
the Trust does not wish to sell immediately. If the Trust sells securities short against the box, it may pro-
tect itself from loss if the price of the securities declines in the future, but will lose the opportunity to
profit on such securities if the price rises. If the Trust effects a short sale of securities at a time when it
has an unrealized gain on the securities, it may be required to recognize that gain as if it had actually
sold the securities (as a “constructive sale”) on the date it effects the short sale. However, such construc-
tive sale treatment may not apply if the Trust closes out the short sale with securities other than the ap-
preciated securities held at the time of the short sale and if certain other conditions are satisfied.
Uncertainty regarding the tax consequences of effecting short sales may limit the extent to which the
Trust may effect short sales.

Preferred Stock, Warrants and Stock Purchase Rights. The Trust may invest in preferred
stock, warrants and stock purchase rights (or “rights”). Preferred stocks are securities that represent an
ownership interest providing the holder with claims on the issuer’s earnings and assets before common
stock owners but after bond owners. Unlike debt securities, the obligations of an issuer of preferred
stock, including dividend and other payment obligations, may not typically be accelerated by the holders
of such preferred stock on the occurrence of an event of default or other non-compliance by the issuer of
the preferred stock.

Exchange-Traded Notes (“ETNs”). ETNs are a type of senior, unsecured, unsubordinated debt
security issued by financial institutions that combines both aspects of bonds and ETFs. An ETN’s re-
turns are based on the performance of a market index minus fees and expenses. Similar to ETFs, ETNs
are listed on an exchange and traded in the secondary market. However, unlike an ETF, an ETN can be
held until the ETN’s maturity, at which time the issuer will pay a return linked to the performance of the
market index to which the ETN is linked minus certain fees. ETNs do not make periodic interest pay-
ments and principal is not protected. ETNs are subject to credit risk and the value of an ETN may drop
due to a downgrade in the issuer’s credit rating, despite the underlying market benchmark or strategy re-
maining unchanged. The value of an ETN may also be influenced by time to maturity, level of supply
and demand for the ETN, volatility and lack of liquidity in underlying assets, changes in the applicable
interest rates, changes in the issuer’s credit rating, and economic, legal, political, or geographic events
that affect the referenced underlying asset. When the Trust invests in ETNs it will bear its proportionate
share of any fees and expenses borne by the ETN. The Trust’s decision to sell its ETN holdings may be
limited by the availability of a secondary market. In addition, although an ETN may be listed on an ex-
change, the issuer may not be required to maintain the listing and there can be no assurance that a sec-
ondary market will exist for an ETN.

Unseasoned Companies. The Trust may invest in companies which (together with their prede-
cessors) have operated for less than three years. The securities of such companies may have limited lig-
uidity, which can result in their being priced higher or lower than might otherwise be the case. In
addition, investments in unseasoned companies are more speculative and entail greater risk than invest-
ments in companies with a longer and more established operating history.

U.S. Government Securities. The Trust may invest in U.S. Government Securities. U.S. Govern-
ment Securities include U.S. Treasury obligations and obligations issued or guaranteed by U.S. govern-
ment agencies, instrumentalities or sponsored enterprises. U.S. Government Securities may be
supported by (i) the full faith and credit of the U.S. Treasury; (ii) the right of the issuer to borrow from
the U.S. Treasury; (iii) the discretionary authority of the U.S. government to purchase certain obligations
of the issuer; or (iv) only the credit of the issuer. U.S. Government Securities also include Treasury re-
ceipts, zero coupon bonds and other stripped U.S. Government Securities, where the interest and princi-
pal components are traded independently. U.S. Government Securities may also include Treasury
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inflation-protected securities whose principal value is periodically adjusted according to the rate of
inflation.

U.S. Government Securities are deemed to include (i) securities for which the payment of principal
and interest is backed by an irrevocable letter of credit issued by the U.S. government, its agencies, au-
thorities or instrumentalities; and (ii) participations in loans made to foreign governments or their agen-
cies that are so guaranteed. Certain of these participations may be regarded as illiquid.

U.S. Government Securities have historically involved little risk of loss of principal if held to matu-
rity. However, no assurance can be given that loss of principal will not occur or that the U.S. government
will provide financial support to U.S. government agencies, authorities, instrumentalities or sponsored
enterprises if it is not obligated to do so by law.

Custodial Receipts and Trust Certificates. The Trust may invest in custodial receipts and trust
certificates representing interests in securities held by a custodian or trustee. The securities so held may
include U.S. Government Securities or other types of securities in which the Trust may invest. The custo-
dial receipts or trust certificates may evidence ownership of future interest payments, principal pay-
ments or both on the underlying securities, or, in some cases, the payment obligation of a third party
that has entered into an interest rate swap or other arrangement with the custodian or trustee. For cer-
tain securities laws purposes, custodial receipts and trust certificates may not be considered obligations
of the U.S. government or other issuer of the securities held by the custodian or trustee. If for tax pur-
poses the Trust is not considered to be the owner of the underlying securities held in the custodial or
trust account, the Trust may suffer adverse tax consequences. As a holder of custodial receipts and trust
certificates, the Trust will bear its proportionate share of the fees and expenses charged to the custodial
account or trust. The Trust may also invest in separately issued interests in custodial receipts and trust
certificates.

Non-Investment Grade Securities. Non-investment grade securities and unrated securities of
comparable credit quality (commonly referred to as “junk bonds”) are considered speculative. In some
cases, these obligations may be highly speculative and have poor prospects for reaching investment
grade standing. Non-investment grade securities are subject to the increased risk of an issuer’s inability
to meet principal and interest obligations. These securities, also referred to as high yield securities, may
be subject to greater price volatility due to such factors as specific corporate or municipal developments,
interest rate sensitivity, negative perceptions of the junk bond markets generally and less secondary
market liquidity.

Non-investment grade securities are often issued in connection with a corporate reorganization or
restructuring or as part of a merger, acquisition, takeover or similar event. They are also issued by less
established companies seeking to expand. Such issuers are often highly leveraged and generally less
able than more established or less leveraged entities to make scheduled payments of principal and inter-
est in the event of adverse developments or business conditions. Non-investment grade securities are
also issued by governmental bodies that may have difficulty in making all scheduled interest and princi-
pal payments.

The market value of non-investment grade securities tends to reflect individual corporate or mu-
nicipal developments to a greater extent than that of higher rated securities which react primarily to
fluctuations in the general level of interest rates. As a result, the Trust’s ability to achieve its investment
objective may depend to a greater extent on the Investment Adviser’s judgment concerning the credit-
worthiness of issuers than funds which invest in higher-rated securities. Issuers of non-investment grade
securities may not be able to make use of more traditional methods of financing and their ability to serv-
ice debt obligations may be affected more adversely than issuers of higher-rated securities by economic
downturns, specific corporate or financial developments or the issuer’s inability to meet specific pro-
jected business forecasts. Negative publicity about the junk bond market and investor perceptions

60



regarding lower rated securities, whether or not based on fundamental analysis, may depress the prices
for such securities.

A holder’s risk of loss from default is significantly greater for non-investment grade securities than
is the case for holders of other debt securities because such non-investment grade securities are gener-
ally unsecured and are often subordinated to the rights of other creditors of the issuers of such securi-
ties. Investment by the Trust in defaulted securities poses additional risk of loss should nonpayment of
principal and interest continue in respect of such securities. Even if such securities are held to maturity,
recovery by the Trust of its initial investment and any anticipated income or appreciation is uncertain.

The secondary market for non-investment grade securities is concentrated in relatively few market
makers and is dominated by institutional investors, including mutual funds, insurance companies and
other financial institutions. Accordingly, the secondary market for such securities is not as liquid as, and
is more volatile than, the secondary market for higher-rated securities. In addition, market trading vol-
ume for high yield securities is generally lower and the secondary market for such securities could
shrink or disappear suddenly and without warning as a result of adverse market or economic conditions,
independent of any specific adverse changes in the condition of a particular issuer. The lack of sufficient
market liquidity may cause the Trust to incur losses because it will be required to effect sales at a disad-
vantageous time and then only at a substantial drop in price. These factors may have an adverse effect
on the market price and the Trust’s ability to dispose of particular portfolio investments. A less liquid
secondary market also may make it more difficult for the Trust to obtain precise valuations of the high
yield securities in its portfolio.

Credit ratings issued by credit rating agencies are designed to evaluate the safety of principal and
interest payments of rated securities. They do not, however, evaluate the market value risk of non-invest-
ment grade securities and, therefore, may not fully reflect the true risks of an investment. In addition,
credit rating agencies may or may not make timely changes in a rating to reflect changes in the econ-
omy or in the conditions of the issuer that affect the market value of the security. Consequently, credit
ratings are used only as a preliminary indicator of investment quality.

Securities Lending. The Trust may lend its portfolio securities, subject to the limitation that the
Trust will not lend a security if, as a result of such loan, all securities then subject to loans would exceed
33%% of the Trust’s Managed Assets. Under applicable regulatory requirements (which are subject to
change), the loan collateral must, on each business day, be at least equal to the value of the loaned secu-
rities and must consist of cash, bank letters of credit or U.S. Government Securities. To be acceptable as
collateral, letters of credit must obligate a bank to pay amounts demanded by the Trust if the demand
meets the terms of the letter. Such terms and the issuing bank must be satisfactory to the Trust. When
the Trust lends a security, it is entitled to receive substitute payments in the amount of any dividends or
interest on the loaned security and also receive one or more of: (1) a negotiated loan fee; (2) interest on
securities used as collateral for the loan; or (3) interest on short-term debt securities purchased with the
loan collateral. Either type of interest may be shared with the borrower of the security. The Trust may
also pay reasonable finder’s, custodian and administrative fees. The terms of the Trust’s loans of securi-
ties must meet certain requirements under the Code, such as providing that the Trust may terminate the
loan upon no more than five days’ notice, and must permit the Trust to reacquire loaned securities in
time to vote on any important matter. The Trust will make such loans only to banks and dealers with
which it may enter into repurchase agreements. If the borrower fails to return the loaned security, the
Trust’s risks include: (1) any costs in disposing of the collateral; (2) loss from a decline in value of the col-
lateral to an amount less than 100% of the securities loaned; (3) being unable to exercise its voting or
consent rights with respect to the security; (4) any loss arising from a delay in the Trust’s ability to re-
cover such securities in a timely manner; and (5) the inability of the Trust to reacquire the loaned
securities.
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LEVERAGE

The Trust currently intends to use leverage to seek to achieve its investment objective. The Trust is
permitted to obtain leverage using any form or combination of financial leverage instruments, including
through funds borrowed from banks or other financial institutions (i.e., a credit facility), margin loan fa-
cilities, or by issuing Preferred Shares (collectively, “traditional leverage”). The Trust intends to leverage
through a credit facility to a maximum of 20% of the Trust’s Managed Assets. In addition, the Trust may
enter into investment management techniques that have similar effects as leverage, including, among
others, swaps, futures and forward contracts, options and other derivative transactions (collectively, “ef-
fective leverage”). The Trust will not employ leverage, either traditional or effective leverage, of more
than 20% of the Trust’s Managed Assets as measured at the time when leverage is incurred. Furthermore,
at no time will the Trust’s use of leverage, either through traditional or effective leverage, exceed 33%%
of the Trust’s Managed Assets. Notwithstanding the foregoing, effective leverage incurred through the
use of covered calls will not be counted toward the Trust’s limit on the use of effective leverage or the
overall 33%% leverage limitation. The Trust may use leverage opportunistically, though not at all times,
and may choose to increase or decrease its leverage, or use different types or combinations of leveraging
instruments, based on the Investment Adviser’s assessment of market conditions and the investment en-
vironment, and the costs that the Trust would incur as a result of such leverage. There is no assurance
that the Trust will utilize any form or combination of leverage.

Under the Investment Company Act, the Trust may not incur indebtedness if, immediately after in-
curring such indebtedness, the Trust would have an asset coverage ratio (as defined in the Investment
Company Act) of less than 300% (the value of the Trust’s total assets less liabilities other than the princi-
pal amount represented by indebtedness must be at least 300% of the principal amount represented by
indebtedness at the time of issuance).

The terms of any such indebtedness may impose specific restrictions as a condition to borrowing
and may require the Trust to pay a fee to maintain a line of credit, such as a commitment fee, or to main-
tain minimum average balances with a lender in addition to the traditional interest expense on amounts
borrowed. Any such requirements would increase the cost of such indebtedness over the stated interest
rate. Such lenders would have the right to receive interest on and repayment of principal of any such in-
debtedness, which right will be senior to those of the common shareholders. If the Trust utilizes indebt-
edness, the common shareholders will bear the offering costs of the issuance of any indebtedness. In
addition, the Trust expects that any credit facility that it enters into, or any notes that it issues, would
contain provisions limiting certain activities of the Trust, including the payment of dividends to com-
mon shareholders in certain circumstances.

The Trust may also leverage through investments in reverse repurchase agreements and economi-
cally similar transactions, as well as derivatives that have economic characteristics similar to leverage. In
connection with such investments, the Trust intends to earmark or segregate cash or liquid securities in
accordance with applicable interpretations of the staff of the Commission. As a result of such segrega-
tion, the Trust’s obligations under such transactions will not be considered senior securities represent-
ing indebtedness for purposes of the Investment Company Act, or included in calculating the aggregate
amount of the Trust’s financial leverage, however such transactions (with the exception of covered calls)
will be included in calculating the aggregate amount of leverage for purposes of the 33%% limitation on
effective leverage, as well as the overall 33%% limitation on both traditional and effective leverage. To
the extent that the Trust’s obligations under such transactions are not so segregated or covered, such ob-
ligations may be considered “senior securities representing indebtedness” under the Investment Com-
pany Act and therefore subject to asset coverage requirements.

The use of leverage can create risks. Changes in the value of the Trust’s portfolio, including securi-
ties bought with the proceeds of leverage, will be borne entirely by the holders of Shares. If there is a net
decrease or increase in the value of the Trust’s investment portfolio, leverage will decrease or increase, as
the case may be, the NAV per Share to a greater extent than if the Trust did not utilize leverage. A
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reduction in the Trust’s NAV may cause a reduction in the market price of its shares. During periods in
which the Trust is using leverage, the fees paid to the Investment Adviser for advisory services will be
higher than if the Trust did not use leverage, because the fees paid will be calculated on the basis of the
Trust’s Managed Assets, which includes the proceeds from leverage. The Trust’s leverage strategy may
not be successful.

Certain types of leverage by the Trust may result in the Trust being subject to covenants relating to
asset coverage and portfolio composition requirements. The Trust may be subject to certain restrictions
on investments imposed by one or more lenders or by guidelines of one or more rating agencies, which
may issue ratings for any short-term debt securities or Preferred Shares issued by the Trust. These
guidelines may impose asset coverage or portfolio composition requirements that are more stringent
than those imposed by the Investment Company Act. The Investment Adviser does not believe that
these covenants or guidelines will impede it from managing the Trust’s portfolio in accordance with its
investment objective and policies if the Trust were to utilize leverage.

The Trust’s willingness to utilize leverage, and the amount of leverage the Trust will assume, will
depend on many factors. Successful use of a leveraging strategy may depend on the Trust’s ability to
predict correctly interest rates and market movements, and there is no assurance that a leveraging strat-
egy will be successful during any period in which it is employed. Any leveraging of the Shares cannot be
achieved until the proceeds resulting from the use of leverage have been invested in accordance with the
Trust’s investment objectives and policies.

Effects of Leverage

Assuming that leverage through the use of a credit facility will represent approximately 20% of the
Trust’s Managed Assets and that the Trust will bear expenses relating to that leverage at an average an-
nual rate of 1.10%, the income generated by the Trust’s portfolio (net of estimated expenses) must exceed
0.28% in order to cover the expenses specifically related to the Trust’s use of leverage. Of course, these
numbers are estimates used for illustration. Actual leverage expenses will vary frequently and may be
significantly higher or lower than the rate estimated above. The Trust expects to fully implement its in-
tended amount of economic leverage as soon as reasonably practicable following the completion of the
public offering of the Trust’s Shares, subject to then favorable market conditions.

The following table is furnished in response to requirements of the Commission. It is designed to
illustrate the effect of leverage on common share total return, assuming hypothetical annual investment
portfolio total returns, net of expenses (comprised of income and changes in the value of securities held
in the Trust’s portfolio) of -10%, -5%, 0%, 5% and 10%. These assumed investment portfolio returns are hy-
pothetical figures and are not necessarily indicative of the investment portfolio returns experienced or
expected to be experienced by the Trust. The table further assumes that the Trust uses borrowings repre-
senting 20% of the Trust’s Managed Assets (which includes the amounts of leverage obtained through
such borrowings) and a projected annual rate of interest on the borrowings of 1.10%. See “Risk Factors.”

Assumed Portfolio Total Return (net of expenses) ....... -10.00% -5.00% 0.00% 5.00% 10.00%
Trust Share Total Return . .......... oo .. -12.78% -6.53% -0.28% 5.97% 12.22%

Trust Share total return is composed of two elements: net investment income of the Trust and gains
or losses on the value of the securities the Trust owns. As required by Commission rules, the table as-
sumes that the Trust is more likely to suffer capital losses than to enjoy capital appreciation. For exam-
ple, to assume a total return of 0% the Trust must assume that the return it receives on its investments is
entirely offset by losses in the value of those investments.

If the Trust uses leverage, the amount of fees paid to the Investment Adviser for its services will be
higher than if the Trust does not use leverage because the fees paid are calculated based on Managed
Assets, which includes assets purchased with leverage. Therefore, the Investment Adviser has a financial
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incentive to use leverage, which creates a conflict of interest between the Investment Adviser and com-
mon shareholders, as only the common shareholders would bear the fees and expenses incurred through
the Trust’s use of leverage. The Trust’s willingness to use leverage, and the extent to which leverage is
used at any time, will depend on many factors. See “Trust Expenses.”

Preferred Shares

The Trust is permitted to leverage its portfolio by issuing Preferred Shares, although it has no cur-
rent intention of doing so. The Investment Company Act permits the issuance of Preferred Shares if, im-
mediately after such issuance, the liquidation value of the outstanding Preferred Shares exceeds 50% of
its assets (including the proceeds from the issuance) less liabilities other than borrowings (i.e., the value
of the Trust’s assets must be at least 200% of the liquidation value of its outstanding Preferred Shares).
In addition, the Trust would not be permitted to declare any cash dividend or other distribution on its
Shares unless, at the time of such declaration, the value of the Trust’s assets less liabilities other than
borrowings is at least 200% of such liquidation value.

Notwithstanding the Investment Company Act requirement noted above with respect to asset cov-
erage of any Preferred Shares, if Preferred Shares are issued, the Trust intends, in accordance with the
overall 33%% limitation on both traditional and effective leverage, to maintain an asset coverage ratio of
at least 300%. The Trust expects that if Preferred Shares are issued, it will be subject to certain restric-
tions imposed by guidelines of one or more rating agencies that may issue ratings for Preferred Shares
issued by the Trust. These guidelines are expected to impose asset coverage or portfolio composition re-
quirements that are more stringent than those imposed on the Trust by the Investment Company Act
which will require the redemption of the Preferred Shares in the event of non-compliance by the Trust
and may also prohibit dividends and other distributions on the Shares in such circumstances. It is not
anticipated that these covenants or guidelines would impede the Investment Adviser from managing the
Trust’s portfolio in accordance with the Trust’s investment objective and policies.

In order to meet redemption requirements, the Trust may have to liquidate portfolio securities.
Such liquidations and redemptions would cause the Trust to incur related transaction costs and could re-
sult in capital losses to the Trust. If the Trust has Preferred Shares outstanding, two of the Trust’s
Trustees will be elected by the holders of Preferred Shares voting separately as a class. The remaining
Trustees of the Trust will be elected by holders of Shares and Preferred Shares voting together as a sin-
gle class.

RISK FACTORS

An investment in the Shares of the Trust involves a high degree of risk. You should carefully consider
the following risk factors in addition to the other information set forth in this prospectus. For additional
information of the risks that may be associated with an investment in the Trust, see “Additional Informa-
tion About Investments and Investment Techniques” in the SAL

Because the Trust expects to invest at least 80% of its Managed Assets in the securities of Health-
care Companies, you should be aware of certain special considerations and risk factors relating to invest-
ments in such companies. No assurance can be given that Healthcare Companies will grow, that a
sufficient number of appropriate investments will be available or that the Trust’s particular investment
choices will be successful. You should also be aware of considerations and risks relating to the Trust’s in-
vestment practices. You should not consider an investment in the Trust by itself to be a balanced invest-
ment program. An investment in the Trust should be treated as a way to provide potential diversification
as part of a more complete investment program. The Trust is intended for long-term investors seeking cur-
rent income and long-term capital appreciation. You should carefully consider your ability to assume the
risks described below before you make an investment in the Trust. An investment in Shares of the Trust is
not appropriate for all investors.
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No Operating History

The Trust is a newly organized, non-diversified, closed-end management investment company with
no operating history. It is designed for long-term investing and not as a vehicle for trading. This risk
may be greater for investors expecting to sell their Shares in a relatively short period of time after com-
pletion of the public offering.

Market Risk

As with any investment company that invests in equity securities, the Trust is subject to market
risk — the possibility that the prices of equity securities will decline over short or extended periods of
time. As a result, the value of an investment in the Trust’s Shares will fluctuate with the market. You
could lose some or all of your investment over short or long periods of time.

Political and economic news can influence market-wide trends and can cause disruptions in the
U.S. or world financial markets. Other factors may be ignored by the market as a whole but may cause
movements in the price of one company’s stock or the stock of companies in one or more industries. All
of these factors may have a greater impact on initial public offerings and emerging company shares.

Equity Securities Risk

The Trust expects to invest 50-85% of its Managed Assets in equity securities. Equity risk is the risk
that equity securities held by the Trust will fall due to general market or economic conditions, percep-
tions regarding the industries in which the issuers of securities held by the Trust participate, changes in
interest rates, and the particular circumstances and performance of particular companies whose securi-
ties the Trust holds. The price of an equity security of an issuer may be particularly sensitive to general
movements in the stock market, or a drop in the stock market may depress the price of most or all of the
equity securities held by the Trust.

In addition, equity securities held by the Trust may decline in price if the issuer fails to make antic-
ipated distributions or dividend payments because, among other reasons, the issuer experiences a de-
cline in its financial condition.

Selection Risk

Different types of equity securities tend to shift into and out of favor with investors, depending on
market and economic conditions. The performance of funds that invest in healthcare industry equity se-
curities may at times be better or worse than the performance of funds that focus on other types of secu-
rities or that have a broader investment style.

Concentration in the Healthcare Industries

Under normal market conditions, the Trust expects to invest at least 80% of its Managed Assets in
securities of Healthcare Companies. As a result, the Trust’s portfolio may be more sensitive to, and possi-
bly more adversely affected by, regulatory, economic or political factors or trends relating to the health-
care, agricultural and environmental technology industries than a portfolio of companies representing a
larger number of industries. This risk is in addition to the risks normally associated with any strategy
seeking capital appreciation by investing in a portfolio of equity securities. As a result of its concentra-
tion policy, the Trust’s investments may be subject to greater risk and market fluctuation than a fund
that has securities representing a broader range of investments. The Trust may occasionally make in-
vestments in any company with the objective of controlling or influencing the management and policies
of that company, which could potentially make the Trust more susceptible to declines in the value of the
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company’s stock. The Investment Adviser may seek control in public companies only occasionally and
most often in companies with a small capitalization.

Healthcare Companies have in the past been characterized by limited product focus, rapidly chang-
ing technology and extensive government regulation. In particular, technological advances can render
an existing product, which may account for a disproportionate share of a company’s revenue, obsolete.
Obtaining governmental approval from agencies such as the FDA for new products can be lengthy, ex-
pensive and uncertain as to outcome. Such delays in product development may result in the need to seek
additional capital, potentially diluting the interests of existing investors such as the Trust. In addition,
governmental agencies may, for a variety of reasons, restrict the release of certain innovative technolo-
gies of commercial significance. These various factors may result in abrupt advances and declines in the
securities prices of particular companies and, in some cases, may have a broad effect on the prices of se-
curities of companies in particular healthcare industries.

A concentration of investments in any healthcare industry or in Healthcare Companies generally
may increase the risk and volatility of an investment company’s portfolio. Such volatility is not limited to
the biotechnology industry, and companies in other industries may be subject to similar abrupt move-
ments in the market prices of their securities. No assurance can be given that future declines in the mar-
ket prices of securities of companies in the industries in which the Trust may invest will not occur, or
that such declines will not adversely affect the NAV or the price of the Shares.

Intense competition exists within and among certain healthcare industries, including competition
to obtain and sustain proprietary technology protection. Healthcare Companies can be highly depend-
ent on the strength of patents, trademarks and other intellectual property rights for maintenance of
profit margins and market exclusivity. The complex nature of the technologies involved can lead to
patent disputes, including litigation that could result in a company losing an exclusive right to a patent.
Competitors of Healthcare Companies, particularly of the emerging growth Healthcare Companies in
which the Trust may invest, may have substantially greater financial resources, more extensive develop-
ment, manufacturing, marketing and service capabilities, and a larger number of qualified managerial
and technical personnel. Such competitors may succeed in developing technologies and products that
are more effective or less costly than any that may be developed by Healthcare Companies in which the
Trust invests and may also prove to be more successful in production and marketing. Competition may
increase further as a result of potential advances in health services and medical technology and greater
availability of capital for investment in these fields.

With respect to healthcare industries, cost containment measures already implemented by the fed-
eral government, state governments and the private sector have adversely affected certain sectors of
these industries. The implementation of the ACA may create increased demand for healthcare products
and services but also may have an adverse effect on some companies in the healthcare industries, as dis-
cussed further below under “Risks Associated with Implementation of ACA.” Increased emphasis on
managed care in the United States may put pressure on the price and usage of products sold by Health-
care Companies in which the Trust may invest and may adversely affect the sales and revenues of
Healthcare Companies.

Product development efforts by Healthcare Companies may not result in commercial products for
many reasons, including, but not limited to, failure to achieve acceptable clinical trial results, limited ef-
fectiveness in treating the specified condition or illness, harmful side effects, failure to obtain regulatory
approval, and high manufacturing costs. Even after a product is commercially released, governmental
agencies may require additional clinical trials or change the labeling requirements for products if addi-
tional product side effects are identified, which could have a material adverse effect on the market price
of the securities of those Healthcare Companies.
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Certain Healthcare Companies in which the Trust may invest may be exposed to potential product
liability risks that are inherent in the testing, manufacturing, marketing and sale of pharmaceutical, med-
ical device or other products. A product liability claim may have a material adverse effect on the busi-
ness, financial condition or securities prices of a company in which the Trust has invested.

All of these factors may cause the value of the Trust’s Shares to fluctuate significantly over rela-
tively short periods of time. See “Risk Factors — Concentration in Healthcare Industries.”

Pharmaceutical Sector Risk

The success of companies in the pharmaceutical sector is highly dependent on the development,
procurement and marketing of drugs. The values of pharmaceutical companies are also dependent on
the development, protection and exploitation of intellectual property rights and other proprietary infor-
mation, and the profitability of pharmaceutical companies may be significantly affected by such things
as the expiration of patents or the loss of, or the inability to enforce, intellectual property rights.

The research and other costs associated with developing or procuring new drugs and the related
intellectual property rights can be significant, and the results of such research and expenditures are un-
predictable. There can be no assurance that those efforts or costs will result in the development of a prof-
itable drug. Pharmaceutical companies may be susceptible to product obsolescence. Many
pharmaceutical companies face intense competition from new products and less costly generic products.
Moreover, the process for obtaining regulatory approval by the FDA or other governmental regulatory
authorities is long and costly and there can be no assurance that the necessary approvals will be ob-
tained or maintained.

The pharmaceutical sector is also subject to rapid and significant technological change and com-
petitive forces that may make drugs obsolete or make it difficult to raise prices and, in fact, may result in
price discounting. Companies in the pharmaceutical sector may also be subject to expenses and losses
from extensive litigation based on intellectual property, product liability and similar claims. Failure of
pharmaceutical companies to comply with applicable laws and regulations can result in the imposition
of civil and criminal fines, penalties and, in some instances, exclusion of participation in government
sponsored programs such as Medicare and Medicaid.

Companies in the pharmaceutical sector may be adversely affected by government regulation and
changes in reimbursement rates. The ability of many pharmaceutical companies to commercialize cur-
rent and any future products depends in part on the extent to which reimbursement for the cost of such
products and related treatments are available from third party payors, such as Medicare, Medicaid, pri-
vate health insurance plans and health maintenance organizations. Third-party payors are increasingly
challenging the price and cost-effectiveness of medical products.

Significant uncertainty exists as to the reimbursement status of health care products, and there can
be no assurance that adequate third-party coverage will be available for pharmaceutical companies to
obtain satisfactory price levels for their products.

The international operations of many pharmaceutical companies expose them to risks associated
with instability and changes in economic and political conditions, foreign currency fluctuations, changes
in foreign regulations and other risks inherent to international business. Additionally, a pharmaceutical
company’s valuation can often be based largely on the potential or actual performance of a limited num-
ber of products. A pharmaceutical company’s valuation can also be greatly affected if one of its products
proves unsafe, ineffective or unprofitable. Such companies also may be characterized by thin capitaliza-
tion and limited markets, financial resources or personnel, as well as dependence on wholesale distribu-
tors. The stock prices of companies in the pharmaceutical industry have been and will likely continue to
be extremely volatile.
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Biotechnology Industry Risk

The success of biotechnology companies is highly dependent on the development, procurement
and/or marketing of drugs. The values of biotechnology companies are also dependent on the develop-
ment, protection and exploitation of intellectual property rights and other proprietary information, and
the profitability of biotechnology companies may be significantly affected by such things as the expira-
tion of patents or the loss of, or the inability to enforce, intellectual property rights.

The research and other costs associated with developing or procuring new drugs, products or tech-
nologies and the related intellectual property rights can be significant, and the results of such research
and expenditures are unpredictable. There can be no assurance that those efforts or costs will result in
the development of a profitable drug, product or technology. Moreover, the process for obtaining regula-
tory approval by the FDA or other governmental regulatory authorities is long and costly and there can
be no assurance that the necessary approvals will be obtained or maintained.

The biotechnology sector is also subject to rapid and significant technological change and compet-
itive forces that may make drugs, products or technologies obsolete or make it difficult to raise prices
and, in fact, may result in price discounting. Companies in the biotechnology sector may also be subject
to expenses and losses from extensive litigation based on intellectual property, product liability and sim-
ilar claims. Failure of biotechnology companies to comply with applicable laws and regulations can re-
sult in the imposition of civil and/or criminal fines, penalties and, in some instances, exclusion of
participation in government sponsored programs such as Medicare and Medicaid.

Companies in the biotechnology sector may be adversely affected by government regulation and
changes in reimbursement rates. Healthcare providers, principally hospitals, that transact with compa-
nies in the biotechnology industry, often rely on third party payors, such as Medicare, Medicaid, private
health insurance plans and health maintenance organizations to reimburse all or a portion of the cost of
healthcare related products or services. Biotechnology companies will continue to be affected by the ef-
forts of governments and third party payors to contain or reduce health care costs. For example, certain
foreign markets control pricing or profitability of biotechnology products and technologies. In the
United States, there has been, and there will likely to continue to be, a number of federal and state pro-
posals to implement similar controls.

A biotechnology company’s valuation could be based on the potential or actual performance of a
limited number of products. A biotechnology company’s valuation could be affected if one of its prod-
ucts proves unsafe, ineffective or unprofitable. Such companies may also be characterized by thin capi-
talization and limited markets, financial resources or personnel. The stock prices of companies involved
in the biotechnology sector have been and will likely continue to be extremely volatile.

Managed Care Sector Risk

Companies in the managed care sector often assume the risk of both medical and administrative
costs for their customers in return for monthly premiums. The profitability of these products depends in
large part on the ability of such companies to predict, price for, and effectively manage medical costs.
Managed care companies base the premiums they charge and their Medicare bids on estimates of future
medical costs over the fixed contract period; however, many factors may cause actual costs to exceed
what was estimated and reflected in premiums or bids. These factors may include medical cost inflation,
increased use of services, increased cost of individual services, natural catastrophes or other large-scale
medical emergencies, epidemics, the introduction of new or costly treatments and technology, new man-
dated benefits (such as the expansion of essential benefits coverage) or other regulatory changes and in-
sured population characteristics. Relatively small differences between predicted and actual medical
costs or utilization rates as a percentage of revenues can result in significant changes in our financial
results.
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Managed care companies are regulated at the federal, state, local and international levels. Insur-
ance and HMO subsidiaries must be licensed by and are subject to the regulations of the jurisdictions in
which they conduct business. Health plans and insurance companies are also regulated under state in-
surance holding company regulations, and some of our activities may be subject to other health care-re-
lated regulations. The health care industry is also regularly subject to negative publicity, including as a
result of governmental investigations, adverse media coverage and political debate surrounding industry
regulation. Negative publicity may adversely affect stock price, damage the reputation of managed care
companies in various markets or foster an increasingly active regulatory environment, which, in turn,
could further increase the regulatory burdens under which such companies operate and their costs of do-
ing business.

The implementation of the ACA and other reforms could materially and adversely affect the man-
ner in which managed care companies conduct business and their results of operations, financial posi-
tion and cash flows. The ACA includes guaranteed coverage and expanded benefit requirements,
eliminates pre-existing condition exclusions and annual and lifetime maximum limits, restricts the ex-
tent to which policies can be rescinded, establishes minimum medical loss ratios, creates a federal
premium review process, imposes new requirements on the format and content of communications (such
as explanations of benefits) between health insurers and their members, grants to members new and ad-
ditional appeal rights, and imposes new and significant taxes on health insurers and health care benefits.

Managed care companies contract with physicians, hospitals, pharmaceutical benefit service
providers, pharmaceutical manufacturers, and other health care providers for services. Such companies’
results of operations and prospects are substantially dependent on their continued ability to contract for
these services at competitive prices. Failure to develop and maintain satisfactory relationships with
health care providers, whether in-network or out-of-network, could materially and adversely affect busi-
ness, results of operations, financial position and cash flows.

Life Science and Tools Industry Risk

Life sciences industries are characterized by limited product focus, rapidly changing technology
and extensive government regulation. In particular, technological advances can render an existing prod-
uct, which may account for a disproportionate share of a company’s revenue, obsolete. Obtaining govern-
mental approval from agencies such as the FDA and the U.S. Department of Agriculture for new
products can be lengthy, expensive and uncertain as to outcome. Such delays in product development
may result in the need to seek additional capital, potentially diluting the interests of existing investors
such as the Trust. In addition, governmental agencies may, for a variety of reasons, restrict the release of
certain innovative technologies of commercial significance, such as genetically altered material. These
various factors may result in abrupt advances and declines in the securities prices of particular compa-
nies and, in some cases, may have a broad effect on the prices of securities of companies in particular
life sciences industries.

Intense competition exists within and among certain life sciences industries, including competi-
tion to obtain and sustain proprietary technology protection. Life sciences companies can be highly de-
pendent on the strength of patents, trademarks and other intellectual property rights for maintenance of
profit margins and market share. The complex nature of the technologies involved can lead to patent dis-
putes, including litigation that could result in a company losing an exclusive right to a patent. Competi-
tors of life sciences companies may have substantially greater financial resources, more extensive
development, manufacturing, marketing and service capabilities, and a larger number of qualified mana-
gerial and technical personnel. Such competitors may succeed in developing technologies and products
that are more effective or less costly than any that may be developed by life sciences companies in which
the Trust invests and may also prove to be more successful in production and marketing. Competition
may increase further as a result of potential advances in health services and medical technology and
greater availability of capital for investment in these fields.
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With respect to healthcare, cost containment measures already implemented by the federal govern-
ment, state governments and the private sector have adversely affected certain sectors of these indus-
tries. The implementation of the ACA may create increased demand for healthcare products and services
but also may have an adverse effect on some companies in the healthcare industries. Increased emphasis
on managed care in the United States may put pressure on the price and usage of products sold by life
sciences companies in which the Trust may invest and may adversely affect the sales and revenues of
life sciences companies.

Product development efforts by life sciences companies may not result in commercial products for
many reasons, including, but not limited to, failure to achieve acceptable clinical trial results, limited ef-
fectiveness in treating the specified condition or illness, harmful side effects, failure to obtain regulatory
approval, and high manufacturing costs. Even after a product is commercially released, governmental
agencies may require additional clinical trials or change the labeling requirements for products if addi-
tional product side effects are identified, which could have a material adverse effect on the market price
of the securities of those life sciences companies.

Certain life sciences companies in which the Trust may invest may be exposed to potential product
liability risks that are inherent in the testing, manufacturing, marketing and sale of pharmaceuticals,
medical devices or other products. There can be no assurance that a product liability claim would not
have a material adverse effect on the business, financial condition or securities prices of a company in
which the Trust has invested.

Healthcare Technology Sector Risk

Companies in the healthcare technology sector may incur substantial costs related to product-
related liabilities. Many of the software solutions, health care devices or services developed by such
companies are intended for use in collecting, storing and displaying clinical and health care-related
information used in the diagnosis and treatment of patients and in related health care settings such as
admissions, billing, etc. The limitations of liability set forth in the companies’ contracts may not be en-
forceable or may not otherwise protect these companies from liability for damages. Healthcare technol-
ogy companies may also be subject to claims that are not covered by contract, such as a claim directly by
a patient. Although such companies may maintain liability insurance coverage, there can be no assur-
ance that such coverage will cover any particular claim that has been brought or that may be brought in
the future, that such coverage will prove to be adequate or that such coverage will continue to remain
available on acceptable terms, if at all.

Healthcare technology companies may experience interruption at their data centers or client sup-
port facilities. The business of such companies often relies on the secure electronic transmission, data
center storage and hosting of sensitive information, including protected health information, financial in-
formation and other sensitive information relating to clients, company and workforce. In addition, such
companies may perform data center and/or hosting services for certain clients, including the storage of
critical patient and administrative data and support services through various client support facilities. If
any of these systems are interrupted, damaged or breached by an unforeseen event or actions of a third
party, including a cyber-attack, or fail for any extended period of time, it could have a material adverse
impact on the results of operations for such companies.

The proprietary technology developed by healthcare technology companies may be subject to
claims for infringement or misappropriation of intellectual property rights of others, or may be infringed
or misappropriated by others. Despite our protective measures and intellectual property rights, such
companies may not be able to adequately protect against theft, copying, reverse-engineering, misappro-
priation, infringement or unauthorized use or disclosure of their intellectual property, which could have
an adverse effect on their competitive position. In addition, these companies are routinely involved in in-
tellectual property infringement or misappropriation claims and it is expected that this activity will
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continue or even increase as the number of competitors, patents and patent enforcement organizations
in the healthcare technology market increases, the functionality of software solutions and services ex-
pands, the use of open-source software increases and new markets such as health care device innovation,
health care transactions, revenue cycle, population health management and life sciences are entered
into. These claims, even if not meritorious, are expensive to defend and are often incapable of prompt
resolution.

The success of healthcare technology companies depends upon the recruitment and retention of
key personnel. To remain competitive, such companies must attract, motivate and retain highly skilled
managerial, sales, marketing, consulting and technical personnel, including executives, consultants, pro-
grammers and systems architects skilled in healthcare technology, health care devices, health care trans-
actions, population health management, revenue cycle and life sciences industries and the technical
environments in which solutions, devices and services are needed. Competition for such personnel in
the healthcare technology sector is intense in both the United States and abroad. The failure to attract
additional qualified personnel could have a material adverse effect on healthcare technology companies’
prospects for long-term growth.

Healthcare Services Sector Risk

The operations of healthcare services companies are subject to extensive federal, state and local
government regulations, including Medicare and Medicaid payment rules and regulations, federal and
state anti-kickback laws, Stark Law and analogous state self-referral prohibition statutes, Federal Acqui-
sition Regulations, the FCA and federal and state laws regarding the collection, use and disclosure of pa-
tient health information and the storage, handling and administration of pharmaceuticals. The Medicare
and Medicaid reimbursement rules related to claims submission, enrollment and licensing requirements,
cost reporting, and payment processes impose complex and extensive requirements upon dialysis
providers as well. A violation or departure from any of these legal requirements may result in govern-
ment audits, lower reimbursements, significant fines and penalties, the potential loss of certification, re-
coupment efforts or voluntary repayments. If a healthcare services company fails to adhere to all of the
complex government regulations that apply to their businesses, such companies could suffer severe con-
sequences that would substantially reduce revenues, earnings, cash flows and stock price.

A substantial percentage of a healthcare services company’s service revenues may generate from
patients who have state Medicaid or other non-Medicare government-based programs, such as coverage
through the VA, as their primary coverage. As state governments and other governmental organizations
face increasing budgetary pressure, healthcare services companies may in turn face reductions in pay-
ment rates, delays in the receipt of payments, limitations on enrollee eligibility or other changes to the
applicable programs.

Current economic conditions could adversely affect the business and profitability of healthcare
services companies. Among other things, the potential decline in federal and state revenues that may re-
sult from such conditions may create additional pressures to contain or reduce reimbursements for serv-
ices from Medicare, Medicaid and other government sponsored programs. Increasing job losses or slow
improvement in the unemployment rate in the United States as a result of current or recent economic
conditions has and may continue to result in a smaller percentage of patients being covered by an em-
ployer group health plan and a larger percentage being covered by lower paying Medicare and Medicaid
programs. Employers may also begin to select more restrictive commercial plans with lower reimburse-
ment rates. To the extent that payors are negatively impacted by a decline in the economy, we may expe-
rience further pressure on commercial rates, a further slowdown in collections and a reduction in the
amounts we expect to collect. In addition, uncertainty in the financial markets could adversely affect the
variable interest rates payable under credit facilities or could make it more difficult to obtain or renew
such facilities or to obtain other forms of financing in the future, if at all. Any or all of these factors, as
well as other consequences of the current economic conditions which cannot currently be anticipated,
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could have a material adverse effect on a healthcare services company’s revenues, earnings and cash
flows and otherwise adversely affect its financial condition.

Healthcare Supplies Sector Risk

If healthcare supplies companies are unable to successfully expand their product lines through in-
ternal research and development and acquisitions, their business may be materially and adversely af-
fected. In addition, if these companies are unable to successfully grow their businesses through
marketing partnerships and acquisitions, their business may be materially and adversely affected.

Consolidation of healthcare providers has increased demand for price concessions and caused the
exclusion of suppliers from significant market segments. It is expected that market demand, government
regulation, third-party reimbursement policies, government contracting requirements and societal pres-
sures will continue to change the worldwide healthcare industry, resulting in further business consolida-
tions and alliances among customers and competitors. This may exert further downward pressure on the
prices of healthcare supplies companies’ products and adversely impact their business, financial condi-
tion or results of operations.

Quality is extremely important to healthcare supplies companies and their customers due to the se-
rious and costly consequences of product failure. Quality certifications are critical to the marketing suc-
cess of our products and services. If a healthcare supplies company fails to meet these standards or fails
to adapt to evolving standards, its reputation could be damaged, it could lose customers, and its revenue
and results of operations could decline.

The ACA was enacted into law in the United States in March 2010. In addition to a medical device
tax, effective as of January 2013, there are many programs and requirements for which the details have
not yet been fully established or consequences not fully understood. It is unclear what healthcare pro-
grams and regulations will be ultimately implemented at either the federal or state level, but any
changes that may decrease reimbursement for healthcare supplies companies’ products, reduce medical
procedure volumes or increase cost containment measures could adversely impact the business of such
companies.

Healthcare Facilities Sector Risk

A healthcare facility’s ability to negotiate favorable contracts with HMOs, insurers offering pre-
ferred provider arrangements and other managed care plans significantly affects the revenues and oper-
ating results of such healthcare facilities. In addition, private payers are increasingly attempting to
control health care costs through direct contracting with hospitals to provide services on a discounted
basis, increased utilization reviews and greater enrollment in managed care programs, such as HMOs
and PPOs. The trend toward consolidation among private managed care payers tends to increase their
bargaining power over prices and fee structures. It is not clear what impact, if any, the increased obliga-
tions on private payers imposed by the health care reform law will have on a healthcare facility’s ability
to negotiate reimbursement increases. However, as various provisions of the ACA are implemented, in-
cluding the establishment of the exchanges, non-government payers may increasingly demand reduced
fees. If a healthcare facility is unable to enter into and maintain managed care contractual arrangements
on acceptable terms, if it experiences material reductions in the contracted rates received from managed
care payers, or if it has difficulty collecting from managed care payers, its results of operations could be
adversely affected.

Further changes in the Medicare and Medicaid programs or other government health care pro-
grams could have an adverse effect on a healthcare facility’s business. In addition to the changes af-
fected by the ACA, the Medicare and Medicaid programs are subject to other statutory and regulatory
changes, administrative rulings, interpretations and determinations concerning patient eligibility
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requirements, funding levels and the method of calculating payments or reimbursements, among other
things, requirements for utilization review, and federal and state funding restrictions. All of these could
materially increase or decrease payments from government programs in the future, as well as affect the
cost of providing services to patients and the timing of payments to facilities, which could in turn ad-
versely affect a healthcare facility’s overall business, financial condition, results of operations or cash
flows.

Healthcare facilities continue to be adversely affected by a high volume of uninsured and underin-
sured patients, as well as declines in commercial managed care patients. As a result, healthcare facilities
continue to experience a high level of uncollectible accounts, and, unless their business mix shifts to-
ward a greater number of insured patients as a result of the ACA or otherwise, the trend of higher co-
pays and deductibles reverses, or the economy improves and unemployment rates decline, it is
anticipated that this high level of uncollectible accounts will continue or increase. In addition, even after
implementation of the ACA, healthcare facilities may continue to experience significant levels of bad
debt expense and may have to provide uninsured discounts and charity care for undocumented aliens
who are not permitted to enroll in a health insurance exchange or government health care program.

Healthcare Equipment Sector Risk

The medical device markets are highly competitive and a healthcare equipment company many be
unable to compete effectively. These markets are characterized by rapid change resulting from techno-
logical advances and scientific discoveries. Development by other companies of new or improved prod-
ucts, processes, or technologies may make a healthcare equipment company’s products or proposed
products less competitive. In addition, these companies face competition from providers of alternative
medical therapies such as pharmaceutical companies.

Medical devices and related business activities are subject to rigorous regulation, including by the
FDA, DOJ, and numerous other federal, state, and foreign governmental authorities. These authorities
and members of Congress have been increasing their scrutiny of the healthcare equipment industry. In
addition, certain states have recently passed or are considering legislation restricting healthcare equip-
ment companies’ interactions with health care providers and requiring disclosure of certain payments to
them. It is anticipated that governmental authorities will continue to scrutinize this industry closely, and
that additional regulation may increase compliance and legal costs, exposure to litigation, and other ad-
verse effects to operations.

Healthcare equipment companies are substantially dependent on patent and other proprietary
rights and failing to protect such rights or to be successful in litigation related to such rights may result
in the payment of significant monetary damages and/or royalty payments, may negatively impact the
ability of healthcare equipment companies to sell current or future products, or may prohibit such com-
panies from enforcing our patent and other proprietary rights against others.

Quality problems with the processes, goods and services of a healthcare equipment company could
harm the company’s reputation for producing high-quality products and erode its competitive advan-
tage, sales and market share. Quality is extremely important to healthcare equipment companies and
their customers due to the serious and costly consequences of product failure. Quality certifications are
critical to the marketing success of goods and services. If a healthcare equipment company fails to meet
these standards, its reputation could be damaged, it could lose customers, and its revenue and results of
operations could decline.

Healthcare Distributors Sector Risk

Companies in the healthcare distribution sector operate in markets that are highly competitive. Be-
cause of competition, many of these companies face pricing pressures from customers and suppliers. If
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these companies are unable to offset margin reductions caused by pricing pressures through steps such
as effective sourcing and enhanced cost control measures, the financial condition of such companies
could be adversely affected. In addition, in recent years, the healthcare industry has continued to consol-
idate. Further consolidation among customers and suppliers (including branded pharmaceutical manu-
facturers) could give the resulting enterprises greater bargaining power, which may adversely impact the
financial condition of companies in the healthcare distribution sector.

Fewer generic pharmaceutical launches or launches that are less profitable than those previously
experienced may have an adverse effect on the profits of companies in the healthcare distribution sector.
Additionally, prices for existing generic pharmaceuticals generally decline over time, although this may
vary. Price deflation on existing generic pharmaceuticals may have an adverse effect on company profits.
With respect to branded pharmaceutical price appreciation, if branded manufacturers increase prices
less frequently or by amounts that are smaller than have been experienced historically, healthcare distri-
bution companies may profit less from branded pharmaceutical agreements.

The healthcare industry is highly regulated, and healthcare distribution companies are subject to
regulation in the United States at both the federal and state level and in foreign countries. If healthcare
distribution companies fail to comply with these regulatory requirements, the financial condition of such
companies could be adversely affected.

Due to the nature of the business of healthcare distribution companies, such companies may from
time to time become involved in disputes or legal proceedings. For example, some of the products that
these companies distribute may be alleged to cause personal injury or violate the intellectual property
rights of another party, subjecting such companies to product liability or infringement claims. Litigation
is inherently unpredictable, and the unfavorable resolution of one or more of these legal proceedings
could adversely affect the cash flows of healthcare distribution companies.

Healthcare distribution companies depend on the availability of various components, compounds,
raw materials and energy supplied by others for their operations. Any of these supplier relationships
could be interrupted due to events beyond the control of such companies, including natural disasters, or
could be terminated. A sustained supply interruption could have an adverse effect on business.

Healthcare REIT Risk

The healthcare industry is highly regulated, and changes in government regulation and reimburse-
ment can have material adverse consequences on its participants, including Healthcare REITs, some of
which may be unintended. The healthcare industry is also highly competitive, and the operators and
managers of underlying properties of Healthcare REITs may encounter increased competition for resi-
dents and patients, including with respect to the scope and quality of care and services provided, reputa-
tion and financial condition, physical appearance of the properties, price and location. If tenants,
operators and managers of the underlying properties of Healthcare REITs are unable to successfully
compete with other operators and managers by maintaining profitable occupancy and rate levels, their
ability to meet their respective obligations to Healthcare REITs may be materially adversely affected.
There can be no assurance that future changes in government regulation will not adversely affect the
healthcare industry, including seniors housing and healthcare operations, tenants and operators, nor can
it be certain that tenants, operators and managers of the underlying properties of Healthcare REITs will
achieve and maintain occupancy and rate levels that will enable them to satisfy their obligations to a
Healthcare REIT. Any adverse changes in the regulation of the healthcare industry or the competitive-
ness of the tenants, operators and managers of the underlying properties of Healthcare REITs could have
a more pronounced effect on a Healthcare REIT than if it had investments outside the seniors housing
and healthcare industries. Regulation of the long-term healthcare industry generally has intensified over
time both in the number and type of regulations and in the efforts to enforce those regulations. Federal,
state and local laws and regulations affecting the healthcare industry include those relating to, among
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other things, licensure, conduct of operations, ownership of facilities, addition of facilities and equip-
ment, allowable costs, services, prices for services, qualified beneficiaries, quality of care, patient rights,
fraudulent or abusive behavior, and financial and other arrangements that may be entered into by
healthcare providers. In addition, changes in enforcement policies by federal and state governments
have resulted in an increase in the number of inspections, citations of regulatory deficiencies and other
regulatory sanctions, including terminations from the Medicare and Medicaid programs, bars on
Medicare and Medicaid payments for new admissions, civil monetary penalties and even criminal penal-
ties. It is not possible to predict the scope of future federal, state and local regulations and legislation, in-
cluding the Medicare and Medicaid statutes and regulations, or the intensity of enforcement efforts with
respect to such regulations and legislation, and any changes in the regulatory framework could have a
material adverse effect on the tenants, operators and managers of underlying properties of Healthcare
REITs, which, in turn, could have a material adverse effect on Healthcare REITs themselves.

If tenants, operators and managers of underlying properties of Healthcare REITs fail to comply
with the extensive laws, regulations and other requirements applicable to their businesses and the opera-
tion of properties, they could become ineligible to receive reimbursement from governmental and pri-
vate third-party payor programs, face bans on admissions of new patients or residents, suffer civil or
criminal penalties or be required to make significant changes to their operations. Tenants, operators and
managers of underlying properties of Healthcare REITs also could face increased costs related to health-
care regulation, such as the ACA, or be forced to expend considerable resources in responding to an in-
vestigation or other enforcement action under applicable laws or regulations. In such event, the results
of operations and financial condition of tenants, operators and managers of underlying properties of
Healthcare REITs and the results of operations of properties operated or managed by those entities
could be adversely affected, which, in turn, could have a material adverse effect on Healthcare REITs.

Certain tenants and operators of underlying properties of Healthcare REITs may rely on reimburse-
ment from third-party payors, including the Medicare and Medicaid programs, for substantially all of
their revenues. Federal and state legislators and regulators have adopted or proposed various
cost-containment measures that would limit payments to healthcare providers, and budget crises and fi-
nancial shortfalls have caused states to implement or consider Medicaid rate freezes or cuts. Private
third-party payors also have continued their efforts to control healthcare costs. There is no assurance
that tenants and operators of underlying properties of Healthcare REITs who currently depend on gov-
ernmental or private payor reimbursement will be adequately reimbursed for the services they provide.
Significant limits by governmental and private third-party payors on the scope of services reimbursed or
on reimbursement rates and fees, whether from legislation, administrative actions or private payor ef-
forts, could have a material adverse effect on the liquidity, financial condition and results of operations
of certain tenants and operators of underlying properties of Healthcare REITs, which could affect ad-
versely their ability to comply with the terms of leases and have a material adverse effect on Healthcare
REITs.

Risks Associated with Implementation of ACA

In March 2010, the ACA was enacted. The ACA contains a number of provisions that could affect
the Trust and its investments over the next several years. These provisions include establishing health
insurance exchanges to facilitate the purchase of qualified health plans, expanding Medicaid eligibility,
subsidizing insurance premiums and creating requirements and incentives for businesses to provide
healthcare benefits. Other provisions contain changes to healthcare fraud and abuse laws and expand
the scope of the Federal False Claims Act. The ACA contains numerous other measures that could also
affect the Trust. For example, payment modifiers are to be developed that will differentiate payments to
physicians under federal healthcare programs based on quality of care. In addition, other provisions au-
thorize voluntary demonstration projects relating to the bundling of payments for episodes of hospital
care and the sharing of cost savings achieved under the Medicare program. In October 2011, the Centers

75



for Medicare and Medicaid Services (“CMS”) issued a final rule under the ACA that is intended to allow
physicians, hospitals and other health care providers to coordinate care for Medicare beneficiaries
through Accountable Care Organizations (“ACOs”). ACOs are entities consisting of healthcare providers
and suppliers organized to deliver services to Medicare beneficiaries and eligible to receive a share of
any cost savings the entity can achieve by delivering services to those beneficiaries at a cost below a set
baseline and with sufficient quality of care. The Investment Adviser continues to evaluate the impact of
the ACO regulations on the Trust’s business and operations.

Many of the ACA’s most significant reforms, such as the establishment of state-based and federally
facilitated insurance exchanges that provide a marketplace for eligible individuals and small employers
to purchase health care insurance, became effective only recently. On October 1, 2013, individuals began
enrolling in health care insurance plans offered under these state-based and federally-facilitated insur-
ance exchanges, notwithstanding significant technical issues in accessing and enrolling in the federal
online exchange. Such issues may have delayed or reduced the purchase of health care insurance by
uninsured persons. In order to be covered on the effective date of January 1, 2014 individuals were re-
quired to enroll and pay their first premium by December 24, 2013, however, extensions may be granted
on a case by case basis depending on specific circumstances. Uninsured persons who do not enroll in
health care insurance plans by March 31, 2014 will be required to pay a penalty to the Internal Revenue
Service, unless a hardship exception applies. The patient responsibility costs related to health care plans
obtained through the insurance exchanges may be high, and we may experience increased bad debt due
to patients’ inability to pay for certain services.

The ACA also allows states to expand their Medicaid programs through an increase in the Medi-
caid eligibility income limit from a state’s current eligibility levels to 133% of the federal poverty level. It
remains unclear to what extent states will expand their Medicaid programs by raising the income limit to
133% of the federal poverty level. As a result of these and other uncertainties, we cannot predict whether
there will be more uninsured patients in 2014 than anticipated when the ACA was enacted.

Federal and state agencies are expected to continue to develop regulations and implement provi-
sions of the ACA. However, given the complexity and the number of changes expected as a result of the
ACA, as well as the implementation timetable for many of them, it is not possible to predict the ultimate
impacts of the ACA, as they may not be known for several years. The ACA also remains subject to con-
tinuing legislative scrutiny, including efforts by Congress to amend or repeal a number of its provisions
as well as administrative actions delaying the effectiveness of key provisions. As a result, it is not possi-
ble to predict with any assurance the ultimate effect of the ACA on the Trust, nor provide any assurance
that its provisions will not have a material adverse effect on the Trust.

Interest Rate Risk

Prices of fixed-income securities generally rise and fall in response to interest rate changes. Gener-
ally, the prices of fixed-rate instruments held by the Trust will tend to fall as interest rates rise. Con-
versely, when interest rates decline, the value of fixed-rate instruments held by the Trust can be expected
to rise. The Trust may be subject to greater risk of rising interest rates due to the current period of his-
torically low interest rates. Expectations of higher inflation generally cause interest rates to rise. The
longer the duration, or price sensitivity to changes in interest rates, of the security, the more sensitive
the security is to this risk. In typical market interest rate environments, the prices of longer-term fixed-
rate instruments tend to fluctuate more in price in response to changes in market interest rates than
prices of shorter-term fixed-rate instruments. A 1% increase in interest rates would reduce the value of a
$100 note by approximately one dollar if it had a one-year duration.
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Credit/Default Risk

Loans and other debt obligation investments are subject to the risk of non-payment of scheduled
principal and interest. Changes in economic conditions or other circumstances may reduce the capacity
of the party obligated to make principal and interest payments on such instruments and may lead to de-
faults. Such non-payments and defaults may reduce the value of the Shares and income distributions.
The value of loans and other income investments also may decline because of concerns about the is-
suer’s ability to make principal and interest payments. In addition, the credit ratings of loans or other in-
come investments may be lowered if the financial condition of the party obligated to make payments
with respect to such instruments changes. Because the Trust will invest in non-investment grade securi-
ties, it will be exposed to a greater amount of credit risk than a trust which invests solely in investment
grade securities. The prices of lower grade instruments are generally more sensitive to negative develop-
ments, such as a decline in the issuer’s revenues or a general economic downturn, than are the prices of
higher grade instruments. Credit ratings assigned by rating agencies are based on a number of factors
and do not necessarily reflect the issuer’s current financial condition or the volatility or liquidity of the
security. In the event of bankruptcy of the issuer of loans or other income investments, the Trust could
experience delays or limitations with respect to its ability to realize the benefits of any collateral secur-
ing the instrument. In order to enforce its rights in the event of a default, bankruptey or similar situation,
the Trust may be required to retain legal or similar counsel and incur additional costs.

REIT Risk

REITs whose underlying properties are concentrated in a particular industry, such as the healthcare
industry, or geographic region are subject to risks affecting such industries or regions. The securities of
REITs involve greater risks than those associated with larger, more established companies and may be
subject to more abrupt or erratic price movements because of interest rate changes, economic conditions
and other factors. Securities of such issuers may lack sufficient market liquidity to enable the Trust to ef-
fect sales at an advantageous time or without a substantial drop in price.

Derivatives Risk

The Trust will not invest more than 30% of its Managed Assets as measured at the time of investment
in derivative instruments including options, futures, options on futures, forwards, swaps, options on swaps
and other derivatives for hedging purposes, although suitable derivative instruments may not always be
available to the Investment Adviser for these purposes. Initially, the Trust intends to employ a strategy of
writing (selling) covered call options on a portion of the common stocks in its portfolio, writing (selling)
put options on a portion of the common stocks in its portfolio and, to a lesser extent, writing (selling) cov-
ered call and writing (selling) put options on indices of securities and sectors of securities generally within
the healthcare industry. This option strategy is intended to generate current income from option premiums
as a means to enhance distributions payable to the Trust’s Shareholders. Over time, as the Trust’s portfolio
becomes more seasoned, its ability to benefit from capital appreciation may become more limited and the
Trust will lose money to the extent that it writes covered call options and the securities on which it writes
the option appreciates above the exercise price of the option by an amount that exceeds the exercise price
of the option. Therefore, over time, the Investment Adviser may choose to decrease its use of the option
writing strategy to the extent that it may negatively impact the Trust’s ability to benefit from capital appre-
ciation. Derivative instruments can be illiquid, may disproportionately increase losses, and may have a po-
tentially large adverse impact on Trust performance. Although both OTC and exchange-traded derivatives
markets may experience the lack of liquidity, OTC non-standardized derivative transactions are generally
less liquid than exchange-traded instruments. The illiquidity of the derivatives markets may be due to vari-
ous factors, including congestion, disorderly markets, limitations on deliverable supplies, the participation
of speculators, government regulation and intervention, and technical and operational or system failures.
In addition, daily limits on price fluctuations and speculative position limits on exchanges on which the
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Trust may conduct its transactions in derivative instruments may prevent prompt liquidation of positions,
subjecting the Trust to the potential of greater losses. Although both OTC and exchange-traded derivatives
markets may experience the lack of liquidity, OTC non-standardized derivative transactions are generally
less liquid than exchange-traded instruments. The illiquidity of the derivatives markets may be due to vari-
ous factors, including congestion, disorderly markets, limitations on deliverable supplies, the participation
of speculators, government regulation and intervention, and technical and operational or system failures.
In addition, daily limits on price fluctuations and speculative position limits on exchanges on which the
Trust may conduct its transactions in derivative instruments may prevent prompt liquidation of positions,
subjecting the Trust to the potential of greater losses. Losses from investments in derivative instruments
can result from a lack of correlation between changes in the value of derivative instruments and the portfo-
lio assets (if any) being hedged, the potential illiquidity of the markets for derivative instruments, the fail-
ure of the counterparty to perform its contractual obligations, or the risks arising from margin
requirements and related leverage factors associated with such transactions. Losses may also arise if the
Trust receives cash collateral under the transactions and some or all of that collateral is invested in the
market. To the extent that cash collateral is so invested, such collateral will be subject to market deprecia-
tion or appreciation, and the Trust may be responsible for any loss that might result from its investment of
the counterparty’s cash collateral. The use of these management techniques also involves the risk of loss if
the Investment Adviser is incorrect in its expectation of the timing or level of fluctuations in securities
prices, interest rates or currency prices. Investments in derivative instruments may be harder to value, sub-
ject to greater volatility and more likely subject to changes in tax treatment than other investments. For
these reasons, the Investment Adviser’s attempts to hedge portfolio risks through the use of derivative in-
struments may not be successful. Trading in derivative instruments can result in large amounts of leverage.
Thus, the leverage offered by trading in derivative instruments will magnify the gains and losses experi-
enced by the Trust and could cause the Trust’s net asset value to be subject to wider fluctuations than
would be the case if the Trust did not use the leverage feature in derivative instruments.

Futures contracts and related options and swaps present the following risks:

- While the Trust may benefit from the use of futures and options and swaps on futures, unantici-
pated changes in interest rates, securities prices or currency exchange rates may result in poorer
overall performance than if the Trust had not entered into any futures contracts, options transac-
tions or swaps.

- Because perfect correlation between a futures position and a portfolio position that is intended
to be protected is impossible to achieve, the desired protection may not be obtained and the
Trust may be exposed to additional risk of loss.

- The loss incurred by the Trust in entering into futures contracts and in writing call options and
entering into swaps on futures is potentially unlimited and may exceed the amount of the pre-
mium received.

. Futures markets are highly volatile and the use of futures may increase the volatility of the
Trust’'s NAV.

- As aresult of the low margin deposits normally required in futures trading, a relatively small
price movement in a futures contract may result in substantial losses to the Trust.

- Futures contracts and options and swaps on futures may be illiquid, and exchanges may limit
fluctuations in futures contract prices during a single day.

- Foreign exchanges may not provide the same protection as U.S. exchanges.
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Risks Associated with the Trust’s Option Strategy

The ability of the Trust to achieve current gains is partially dependent on the successful implemen-
tation of its option strategy. Risks that may adversely affect the ability of the Trust to successfully imple-
ment its option strategy include the following:

Risks Associated with Options on Securities Generally. There are significant differences between
the securities and options markets that could result in an imperfect correlation between these markets,
causing a given transaction not to achieve its objective. A decision as to whether, when and how to use
options involves the exercise of skill and judgment, and even a well-conceived strategy or transaction
may be unsuccessful because of market behavior or unexpected events.

Risks of Writing Options. As the writer of a covered call option, the Trust forgoes, during the op-
tion’s life, the opportunity to profit from increases in the market value of the security covering the call
option above the sum of the premium and the strike price of the call, but retains the risk of loss should
the price of the underlying security decline. As the Trust writes covered calls over more of its portfolio,
its ability to benefit from capital appreciation becomes more limited and the risk of net asset value ero-
sion increases. If the Trust experiences net asset value erosion, which itself may have an indirect nega-
tive effect on the market price of the Trust’s shares, the Trust will have a reduced asset base over which
to write covered calls, which may eventually lead to reduced distributions to shareholders. The writer of
an option has no control over the time when it may be required to fulfill its obligation as a writer of the
option. Once an option writer has received an exercise notice, it cannot effect a closing purchase transac-
tion in order to terminate its obligation under the option and must deliver the underlying security at the
exercise price.

When the Trust writes covered put options, it bears the risk of loss if the value of the underlying
stock declines below the exercise price minus the put premium. If the option is exercised, the Trust
could incur a loss if it is required to purchase the stock underlying the put option at a price greater than
the market price of the stock at the time of exercise plus the put premium the Trust received when it
wrote the option. While the Trust’s potential gain as the writer of a covered put option is limited to the
premium received from the purchaser of the put option, the Trust risks a loss equal to the entire exercise
price of the option minus the put premium.

Exchange-Listed Option Risks. There can be no assurance that a liquid market will exist when the
Trust seeks to close out an option position on an options exchange. Reasons for the absence of a liquid
secondary market on an exchange include the following: (i) there may be insufficient trading interest in
certain options; (ii) restrictions may be imposed by an exchange on opening transactions or closing
transactions or both; (iii) trading halts, suspensions or other restrictions may be imposed with respect to
particular classes or series of options; (iv) unusual or unforeseen circumstances may interrupt normal
operations on an exchange; (v) the facilities of an exchange or the Options Clearing Corporation may
not at all times be adequate to handle current trading volume; or (vi) one or more exchanges could, for
economic or other reasons, decide or be compelled at some future date to discontinue the trading of op-
tions (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. If the Trust were unable to
close out a covered call option that it had written on a security, it would not be able to sell the underlying
security unless the option expired without exercise.

The hours of trading for options on an exchange 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. Call options are marked to market daily and their value
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will be affected by changes in the value and dividend rates of the underlying common stocks, an in-
crease in interest rates, changes in the actual or perceived volatility of the stock market and the underly-
ing common stocks and the remaining time to the options’ expiration. Additionally, the exercise price of
an option may be adjusted downward before the option’s expiration as a result of the occurrence of cer-
tain corporate events affecting the underlying equity security, such as extraordinary dividends, stock
splits, merger or other extraordinary distributions or events. A reduction in the exercise price of an op-
tion would reduce the Trust’s capital appreciation potential on the underlying security.

Over-the-Counter Option Risk. The Trust may write (sell) unlisted OTC options to a significant
extent. Options written by the Trust with respect to non-U.S. securities, indices or sectors generally will
be OTC options. OTC options differ from exchange-listed options in that they are two-party contracts,
with exercise price, premium and other terms negotiated between buyer and seller, and generally do not
have as much market liquidity as exchange-listed options. The counterparties to these transactions typi-
cally will be major international banks, broker-dealers and financial institutions. The Trust may be re-
quired to treat as illiquid securities being used to cover certain written OTC options. The OTC options
written by the Trust will not be issued, guaranteed or cleared by the Options Clearing Corporation. In
addition, the Trust’s ability to terminate the OTC options may be more limited than with exchange-
traded options. Banks, broker-dealers or other financial institutions participating in such transactions
may fail to settle a transaction in accordance with the terms of the option as written. In the event of de-
fault or insolvency of the counterparty, the Trust may be unable to liquidate an OTC option position.

Index Option Risk. The Trust may sell index call and put options from time to time. The pur-
chaser of an index call option has the right to any appreciation in the value of the index over the exercise
price of the option on or before the expiration date. The purchaser of an index put option has the right to
any depreciation in the value of the index below the exercise price of the option on or before the expira-
tion date. Because the exercise of an index option is settled in cash, sellers of index call options, such as
the Trust, cannot provide in advance for their potential settlement obligations by acquiring and holding
the underlying securities. The Trust will lose money if it is required to pay the purchaser of an index op-
tion the difference between the cash value of the index on which the option was written and the exercise
price and such difference is greater than the premium received by the Trust for writing the option. The
value of index options written by the Trust, which will be priced daily, will be affected by changes in the
value and dividend rates of the underlying common stocks in the respective index, changes in the actual
or perceived volatility of the stock market and the remaining time to the options’ expiration. The value
of the index options also may be adversely affected if the market for the index options becomes less lig-
uid or smaller. Distributions paid by the Trust on its common shares may be derived in part from the net
index option premiums it receives from selling index call and put options, less the cost of paying settle-
ment amounts to purchasers of the options that exercise their options. Net index option premiums can
vary widely over the short term and long term.

Limitation on Option Writing Risk. The number of call options the Trust can write is limited by
the total assets the Trust holds and is further limited by the fact that all options represent 100 share lots
of the underlying common stock. Furthermore, the Trust’s options transactions will be subject to limita-
tions established by each of the exchanges, boards of trade or other trading facilities on which such op-
tions 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 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 num-
ber of options which the Trust may write or purchase may be affected by options written or purchased by
other investment advisory clients of the advisors. 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.
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Tax Risk. Income on options on individual stocks will not be recognized by the Trust for tax pur-
poses until an option is exercised, lapses or is subject to a “closing transaction” (as defined by applicable
regulations) pursuant to which the Trust’s obligations with respect to the option are otherwise termi-
nated. If the option lapses without exercise or is otherwise subject to a closing transaction, the premiums
received by the Trust from the writing of such options will generally be characterized as short-term capi-
tal gain. If an option written by the Trust is exercised, the Trust may recognize taxable gain depending
on the exercise price of the option, the option premium, and the fair market value of the security under-
lying the option. The character of any gain on the sale of the underlying security as short-term or long-
term capital gain will depend on the holding period of the Trust in the underlying security. In general,
distributions received by shareholders of the Trust that are attributable to short-term capital gains recog-
nized by the Trust from its option writing activities will be taxed to such shareholders as ordinary in-
come and will not be eligible for the reduced tax rate applicable to qualified dividend income.

Options on indices of securities and sectors of securities will generally be “marked-to-market” for
U.S. federal income tax purposes. As a result, the Trust will generally recognize gain or loss on the last day
of each taxable year equal to the difference between the value of the option on that date and the adjusted
basis of the option. The adjusted basis of the option will consequently be increased by such gain or de-
creased by such loss. Any gain or loss with respect to options on indices and sectors will be treated as
short-term capital gain or loss to the extent of 40% of such gain or loss and long-term capital gain or loss
to the extent of 60% of such gain or loss. Because the mark-to-market rules may cause the Trust to recog-
nize gain in advance of the receipt of cash, the Trust may be required to dispose of investments in order to
meet its distribution requirements.

Counterparty Risk

Many of the protections afforded to participants on some organized exchanges, such as the per-
formance guarantee of a clearing house, might not be available in connection with uncleared OTC trans-
actions. Therefore, in those instances in which the Trust enters into uncleared OTC transactions, the
Trust will be subject to the risk that its direct counterparty will not perform its obligations under the
transactions and that the Trust will sustain losses. In addition, cleared derivative transactions benefit
from daily marking-to-market and settlement, and segregation and minimum capital requirements appli-
cable to intermediaries. Uncleared OTC derivative transactions generally do not benefit from such pro-
tections. This exposes the Trust to the risk that a counterparty will not settle a transaction in accordance
with its terms and conditions because of a dispute over the terms of the contract (whether or not bona
fide) or because of a credit or liquidity problem, thus causing the Trust to suffer a loss. Such “counter-
party risk” is accentuated for contracts with longer maturities where events may intervene to prevent set-
tlement, or where the Trust has concentrated its transactions with a single or small group of
counterparties. OTC trades submitted for clearing will be subject to minimum initial and variation mar-
gin requirements set by the relevant clearinghouse, as well as possible Commission or CFTC mandated
margin requirements. The regulators also have broad discretion to impose margin requirements on non-
cleared OTC derivatives. OTC derivatives dealers have also become subject to new business conduct
standards, disclosure requirements, reporting and recordkeeping requirements, transparency require-
ments, position limits, limitations on conflicts of interest, and other regulatory burdens. These new mar-
gin and regulatory requirements will increase the overall costs for OTC derivatives dealers. Dealers can
be expected to try to pass those increased costs along, at least partially, to market participants such as
the Trust in the form of higher fees or less advantageous dealer marks. The overall impact of the Dodd-
Frank Act on the Trust is highly uncertain and it is unclear how the OTC derivatives markets will adapt
to this new regulatory regime.

If a counterparty becomes bankrupt, the Trust may experience significant delays in obtaining recov-
ery (if at all) under the derivative contract in bankruptcy or other reorganization proceeding; if the Trust’s
claim is unsecured, the Trust will be treated as a general creditor of such prime broker or counterparty
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and will not have any claim with respect to the underlying security. The Trust may obtain only a limited
recovery or may obtain no recovery in such circumstances. The counterparty risk for cleared derivatives is
generally lower than for uncleared OTC derivatives since generally a clearing organization becomes sub-
stituted for each counterparty to a cleared derivative and, in effect, guarantees the parties’ performance
under the contract as each party to a trade looks only to the clearing house for performance of financial
obligations. However, there can be no assurance that the clearing house, or its members, will satisfy its ob-
ligations to the Trust.

Historically, swap transactions have been individually negotiated non-standardized transactions
entered into in OTC markets and have not been subject to the same type of government regulation as
exchange-traded instruments. However, the OTC derivatives markets have recently become subject to
comprehensive statutes and regulations. In particular, in the United States, the Dodd-Frank Act requires
that certain derivatives with U.S. persons must be executed on a regulated market and a substantial por-
tion of OTC derivatives must be submitted for clearing to regulated clearinghouses. As a result, swap
transactions entered into by the Trust may become subject to various requirements applicable to swaps
under the Dodd-Frank Act, including clearing, exchange-execution, reporting and recordkeeping require-
ments, which may make it more difficult and costly for the Trust to enter into swap transactions and may
also render certain strategies in which the Trust might otherwise engage impossible or so costly that
they will no longer be economical to implement. Furthermore, the number of counterparties that may be
willing to enter into swap transactions with the Trust may also be limited if the swap transactions with
the Trust are subject to the swap regulation under the Dodd-Frank Act.

Regulation as a “Commodity Pool”

The Investment Adviser has claimed an exclusion from the definition of the term “commodity pool
operator” with respect to the Trust pursuant to Regulation 4.5 promulgated by the CFTC. For the Invest-
ment Adviser to continue to qualify for the exclusion under CFTC Regulation 4.5, the aggregate initial
margin and premiums required to establish our positions in derivative instruments subject to the juris-
diction of the CEA (other than positions entered into for hedging purposes) may not exceed five percent
of the Trust’s liquidation value or. alternatively. the net notional value of the Trust’s aggregate invest-
ments in CEA-regulated derivative instruments (other than positions entered into for hedging purposes)
may not exceed 100% of the Trust’s liquidation value. In the event the Investment Adviser fail to qualify
for the exclusion with respect to the Trust and is required to register as a “commodity pool operator”, it
will become subject to additional disclosure, recordkeeping and reporting requirements with respect to
the Trust, which may increase the Trust’s expenses.

Failure of Futures Commission Merchants and Clearing Organizations

The Trust may deposit funds required to margin open positions in the derivative instruments sub-
ject to the Commodity Exchange Act of 1936, as amended (“CEA”) with a clearing broker registered as a
“futures commission merchant” (“FCM”). The CEA requires an FCM to segregate all funds received from
customers with respect to any orders for the purchase or sale of U.S. domestic futures contracts and
cleared swaps from the FCM’s proprietary assets. Similarly, the CEA requires each FCM to hold in a sep-
arate secure account all funds received from customers with respect to any orders for the purchase or
sale of foreign futures contracts and segregate any such funds from the funds received with respect to
domestic futures contracts. However, all funds and other property received by a clearing broker from its
customers are held by the clearing broker on a commingled basis in an omnibus account and may be
freely accessed by the clearing broker, which may also invest any such funds in certain instruments per-
mitted under the applicable regulation. There is a risk that assets deposited by the Trust with any swaps
or futures clearing broker as margin for futures contracts or cleared swaps may, in certain circumstances,
be used to satisfy losses of other clients of the Trust’s clearing broker. In addition, the assets of the Trust
may not be fully protected in the event of the clearing broker’s bankruptcy, as the Trust would be limited
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to recovering only a pro rata share of all available funds segregated on behalf of the clearing broker’s
combined domestic customer accounts.

Similarly, the CEA requires a clearing organization approved by the CFTC as a derivatives clearing
organization to segregate all funds and other property received from a clearing member’s clients in con-
nection with domestic futures, swaps and options contracts from any funds held at the clearing organiza-
tion to support the clearing member’s proprietary trading. Nevertheless, with respect to futures and
options contracts, a clearing organization may use assets of a non-defaulting customer held in an om-
nibus account at the clearing organization to satisfy payment obligations of a defaulting customer of the
clearing member to the clearing organization. As a result, in the event of a default or the clearing bro-
ker’s other clients or the clearing broker’s failure to extend own funds in connection with any such de-
fault, the Trust would not be able to recover the full amount of assets deposited by the clearing broker on
its behalf with the clearing organization.

Liquidity Risk

Illiquid securities include securities the disposition of which is subject to substantial legal or con-
tractual restrictions. The sale of illiquid securities often requires more time and results in higher broker-
age charges or dealer discounts and other selling expenses than does the sale of securities eligible for
trading on national securities exchanges or in the over-the-counter markets. Restricted securities may
sell at a price lower than similar securities that are not subject to restrictions on resale. The continued
liquidity of such securities may not be as well assured as that of publicly traded securities, and accord-
ingly the Board will monitor their liquidity. The Board will review pertinent factors such as trading activ-
ity, reliability of price information and trading patterns of comparable securities in determining whether
to treat any such security as liquid. To the extent the Board treats such securities as liquid, temporary
impairments to trading patterns of such securities may adversely affect the liquidity of the Trust.

During certain periods the liquidity of particular issuers or industries, or all securities within par-
ticular investment categories, may shrink or disappear suddenly and without warning as a result of ad-
verse economic, market or political events, or adverse investor perceptions, whether or not accurate.

Convertible Securities Risk

The market value of convertible securities tends to decline as interest rates increase and, con-
versely, tends to increase as interest rates decline. In addition, because of the conversion feature, the
market value of convertible securities tends to vary with fluctuations in the market value of the underly-
ing common stock. A unique feature of convertible securities is that as the market price of the underly-
ing common stock declines, convertible securities tend to trade increasingly on a yield basis, and so may
not experience market value declines to the same extent as the underlying common stock. When the
market price of the underlying common stock increases, the prices of the convertible securities tend to
rise as a reflection of the value of the underlying common stock. While no securities investments are
without risk, investments in convertible securities generally entail less risk than investments in common
stock of the same issuer.

PIPEs Risk

PIPE transactions typically involve the purchase of securities directly from a publicly traded com-
pany or its affiliates in a private placement transaction, typically at a discount to the market price of the
company’s common stock. In a PIPE transaction, the Trust may bear the price risk from the time of pric-
ing until the time of closing. Equity issued in this manner is often subject to transfer restrictions and is
therefore less liquid than equity issued through a registered public offering. In a PIPE transaction, the
Trust may bear the price risk from the time of pricing until the time of closing. The Trust may be subject
to lock-up agreements that prohibit transfers for a fixed period of time. In addition, because the offering
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of the securities in a PIPE transaction is not registered under the Securities Act, the securities are “re-
stricted” and cannot be immediately resold by the investors into the public markets. The Trust may enter
into a registration rights agreement with the issuer pursuant to which the issuer commits to file a resale
registration statement allowing the Trust to publicly resell its securities. Accordingly, PIPE securities
may be deemed illiquid. However, the ability of the Trust to freely transfer the shares is conditioned
upon, among other things, the Commission’s preparedness to declare the resale registration statement
effective covering the resale of the shares sold in the private financing and the issuer’s right to suspend
the Trust’s use of the resale registration statement if the issuer is pursuing a transaction or some other
material non-public event is occurring. Accordingly, PIPE securities may be subject to risks associated
with illiquid securities.

ETFs Risk

An investment in an ETF generally presents the same primary risks as an investment in a conven-
tional fund (i.e.,, one that is not exchange-traded) that has the same investment objectives, strategies and
policies. In addition, an ETF may fail to accurately track the market segment or index that underlies its
investment objective. The price of an ETF can fluctuate, and the Trust could lose money investing in an
ETF. Moreover, ETFs are subject to the following risks that do not apply to conventional open-end funds:
() the market price of the ETF’s shares may trade at a premium or a discount to their NAV; (ii) an active
trading market for an ETF’s shares may not develop or be maintained; and (iii) there is no assurance that
the requirements of the exchange necessary to maintain the listing of an ETF will continue to be met or
remain unchanged.

Leverage Risk

The Trust currently intends to use financial leverage to seek to achieve its investment objective.
The Trust may issue Preferred Shares, borrow money and/or issue debt securities (“traditional lever-
age”). The Trust intends to use traditional leverage through a credit facility to a maximum of 20% of the
Trust’s Managed Assets. In addition, the Trust may enter into reverse repurchase agreements, swaps, fu-
tures, forward contracts, securities lending, short sales, and other derivative transactions, that have simi-
lar effects as leverage (collectively referred to as “effective leverage”). The Trust will not employ
leverage, either traditional or effective leverage, of more than 20% of the Trust’s Managed Assets as
measured at the time when leverage is incurred. Furthermore, at no time will the Trust’s use of leverage,
either through traditional leverage or effective leverage, exceed 33%% of the Trust’s Managed Assets.
Notwithstanding the foregoing, effective leverage incurred through the use of covered calls will not be
counted toward the Trust’s limit on the use of effective leverage or the overall 33%% leverage limitation.

The Trust’s leveraged capital structure creates special risks not associated with unleveraged funds
having a similar investment objective and policies. These include the possibility of greater loss and the
likelihood of higher volatility of the NAV of the Trust and the asset coverage for preferred shares. Such
volatility may increase the likelihood of the Trust having to sell investments in order to meet its obliga-
tions to make distributions on the preferred shares, or to redeem preferred shares when it may be disad-
vantageous to do so. Also, if the Trust is utilizing leverage, a decline in NAV could affect the ability of
the Trust to make distributions and such a failure to pay dividends or make distributions could result in
the Trust ceasing to qualify as a regulated investment company under the Code.

Other risks and special considerations include the risk that fluctuations in interest rates on borrow-
ings and short-term debt or in the interest or dividend rates on any leverage that the Trust must pay will
reduce the return to the Shareholders; the effect of leverage in a declining market, which is likely to
cause a greater decline in the NAV of the Shares than if the Trust were not leveraged, which may result
in a greater decline in the market price of the Shares; when the Trust uses financial leverage, the
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investment advisory fees payable to the Investment Adviser will be higher than if the Trust did not use
leverage; and leverage may increase operating costs, which may reduce total return.

Restricted Securities

Some of the Trust’s investments are subject to restrictions on resale and generally have no estab-
lished trading market. The Trust will not invest more than 10% of its Managed Assets in such restricted
securities. Because of the type of investments that the Trust makes and the nature of its business, the
valuation process requires an analysis of various factors. The Trust’s fair value methodology includes the
examination of, among other things, (i) the existence of any contractual restrictions on the disposition of
the securities; (i) information obtained from the issuer which may include an analysis of the company’s
financial statements, the company’s products or intended markets, or the company’s technologies; and
(iii) the price of a security sold at arm’s length in an issuer’s subsequent completed round of financing.

As there is typically no readily available market value for some of the Restricted Securities in the
Trust’s portfolio, such Restricted Securities in the Trust’s portfolio are valued at fair value as determined
in good faith by the Board pursuant to the Trust’s valuation policy and a consistently applied valuation
process. Because of the inherent uncertainty of determining the fair value of investments that do not
have a readily available market value, the fair value of the Trust’s investments determined in good faith
by or under the direction of the Board, or in accordance with valuation procedures approved by the
Board, may differ significantly from the values that would have been used had a ready market existed for
the investments, and the differences could be material. There is no single standard for determining fair
value in good faith. As a result, determining fair value requires that judgment be applied to the specific
facts and circumstances of each portfolio investment, while employing a consistently applied valuation
process for the types of investments the Trust makes.

Investing in 144A Securities may decrease the liquidity of the Trust’s portfolio to the extent that
qualified institutional buyers become for a time uninterested in purchasing these restricted securities.
The purchase price and subsequent valuation of restricted and illiquid securities normally reflect a dis-
count, which may be significant, from the market price of comparable securities for which a liquid mar-
ket exists.

Investments purchased by the Trust, particularly debt securities and over-the-counter traded in-
struments that are liquid at the time of purchase, may subsequently become illiquid due to events relat-
ing to the issuer of the securities, markets events, economic conditions or investor perceptions.
Domestic and foreign markets are becoming more and more complex and interrelated, so that events in
one sector of the market or the economy, or in one geographical region, can reverberate and have nega-
tive consequences for other market, economic or regional sectors in a manner that may not be reason-
ably foreseen. With respect to over-the-counter traded securities, the continued viability of any
over-the-counter secondary market depends on the continued willingness of dealers and other partici-
pants to purchase the instruments.

Foreign Securities Risks

The Trust will not invest more than 20% of its Managed Assets as measured at the time of invest-
ment in foreign investments. Foreign investments involve special risks that are not typically associated
with U.S. dollar denominated or quoted securities of U.S. issuers. Foreign investments may be affected by
changes in currency rates, changes in foreign or U.S. laws or restrictions applicable to such investments
and changes in exchange control regulations (e.g., currency blockage). A decline in the exchange rate of
the currency (i.e., weakening of the currency against the U.S. dollar) in which a portfolio security is quoted
or denominated relative to the U.S. dollar would reduce the value of the portfolio security. In addition, if
the currency in which the Trust receives dividends, interest or other payments declines in value against
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the U.S. dollar before such income is distributed as dividends to shareholders or converted to U.S. dollars,
the Trust may have to sell portfolio securities to obtain sufficient cash to pay such dividends.

Brokerage commissions, custodial services and other costs relating to investment in international
securities markets generally are more expensive than in the United States. In addition, clearance and set-
tlement procedures may be different in foreign countries and, in certain markets, such procedures have
been unable to keep pace with the volume of securities transactions, thus making it difficult to conduct
such transactions.

Foreign issuers are not generally subject to uniform accounting, auditing and financial reporting
standards comparable to those applicable to U.S. issuers. There may be less publicly available informa-
tion about a foreign issuer than about a U.S. issuer. In addition, there is generally less government regu-
lation of foreign markets, companies and securities dealers than in the United States, and the legal
remedies for investors may be more limited than the remedies available in the United States. Foreign se-
curities markets may have substantially less volume than U.S. securities markets and securities of many
foreign issuers are less liquid and more volatile than securities of comparable domestic issuers. Further-
more, with respect to certain foreign countries, there is a possibility of nationalization, expropriation or
confiscatory taxation, imposition of withholding or other taxes on dividend or interest payments (or, in
some cases, capital gains distributions), limitations on the removal of funds or other assets from such
countries, and risks of political or social instability or diplomatic developments which could adversely
affect investments in those countries.

Non-Investment Grade Securities Risk

The Trust will not invest more than 15% of its Managed Assets as measured at the time of invest-
ment in securities that are rated, at the time of investment, non-investment grade quality (rated “Ba/BB”
or below), or securities that are unrated but determined to be of comparable quality by the Investment
Adviser. Securities of non-investment grade quality are regarded as having predominantly speculative
characteristics with respect to the issuer’s capacity to pay interest and repay principal, and are com-
monly referred to as “junk bonds.” Non-investment grade securities and unrated securities of compara-
ble credit quality are subject to the increased risk of an issuer’s inability to meet principal and interest
payment obligations. The value of high yield, lower quality bonds is affected by the creditworthiness of
the issuers of the securities and by general economic and specific industry conditions. These securities
may be subject to greater price volatility due to such factors as specific corporate or municipal develop-
ments, interest rate sensitivity, negative perceptions of the junk bond markets generally and less second-
ary market liquidity. Issuers of high yield bonds are not as strong financially as those with higher credit
ratings. These issuers are more vulnerable to financial setbacks and recession than more creditworthy is-
suers, which may impair their ability to make interest and principal payments. Non-investment grade se-
curities may be particularly susceptible to economic downturns, specific corporate or municipal
developments, interest rate sensitivity, negative perceptions of the junk bond markets generally and less
secondary market liquidity. An economic recession could disrupt severely the market for such securities
and may have an adverse impact on the value of such securities. In addition, any such economic down-
turn could adversely affect the ability of the issuers of such securities to repay principal and pay interest
thereon and increase the incidence of default for such securities. Non-investment grade securities,
though higher yielding, are characterized by high risk. They may be subject to certain risks with respect
to the issuing entity and to greater market fluctuations than certain lower yielding, higher rated securi-
ties. The retail secondary market for non-investment grade securities may be less liquid than that for
higher rated securities. Adverse conditions could make it difficult at times for the Trust to sell certain se-
curities or could result in lower prices than those used in calculating the Trust’s NAV. Because of the
substantial risks associated with investments in non-investment grade securities, you could lose money
on your investment in Shares of the Trust, both in the short-term and the long-term.
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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 re-
flection of an issuer’s current financial condition. Subsequent to its purchase by the Trust, 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 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 Trust, although the Investment Ad-
viser will consider these events in determining whether the Trust should continue to hold the securities.

Mid-Cap and Small-Cap Risk

Investments in mid- and small-capitalization companies involve greater risk and portfolio price
volatility than investments in larger capitalization stocks. Among the reasons for the greater price
volatility of these investments are the less certain growth prospects of smaller firms and the lower de-
gree of liquidity in the markets for such securities. Mid- and small-capitalization companies may be
thinly traded and may have to be sold at a discount from current market prices or in small lots over an
extended period of time. In addition, these securities are subject to the risk that during certain periods
the liquidity of particular issuers or industries, or all securities in particular investment categories, will
shrink or disappear suddenly and without warning as a result of adverse economic or market conditions,
or adverse investor perceptions whether or not accurate. Because of the lack of sufficient market liquid-
ity, the Trust may incur losses because it will be required to effect sales at a disadvantageous time and
only then at a substantial drop in price. Mid- and small-capitalization companies include “unseasoned”
issuers that do not have an established financial history; often have limited product lines, markets or fi-
nancial resources; may depend on or use a few key personnel for management; and may be susceptible
to losses and risks of bankruptcy.

Mid- and small-capitalization companies may be operating at a loss or have significant variations
in operating results; may be engaged in a rapidly changing business with products subject to a substan-
tial risk of obsolescence; may require substantial additional capital to support their operations, to fi-
nance expansion or to maintain their competitive position; and may have substantial borrowings or may
otherwise have a weak financial condition. In addition, these companies may face intense competition,
including competition from companies with greater financial resources, more extensive development,
manufacturing, marketing, and other capabilities, and a larger number of qualified managerial and tech-
nical personnel. Transaction costs for these investments are often higher than those of larger capitaliza-
tion companies. Investments in mid- and small-capitalization companies may be more difficult to price
precisely than other types of securities because of their characteristics and lower trading volumes.

Delay in Use of Proceeds Risk

Although the Trust intends to invest the proceeds from the sale of the securities offered hereby as
soon as practicable following the completion of the offering, such investments may be delayed if suitable
investments are unavailable at the time. Prior to the time the proceeds of this offering are invested, such
proceeds may be invested in short-term money market instruments and U.S. Government Securities. See
“Use of Proceeds.”

Key Personnel Risk

Investment decisions on behalf of the Trust are made by a team of individuals. Some members of
the group have experience in financial analysis of public and private companies. Others have deep scien-
tific backgrounds and considerable operating experience in biotechnology and/or pharmaceutical com-
panies. Still others have medical degrees. The Investment Adviser believes that the investment process
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benefits from a considered evaluation of potential investments by a group containing a variety of spe-
cialized backgrounds. The team currently in place is composed of members with a variety of specialized
backgrounds. The Investment Adviser believes that no single individual in the group is individually crit-
ical but believes that the overall capability is key. There may be only a limited number of professionals
who have, in total, comparable relevant experience to that of the current group. If one or more team
members dies, resigns, retires or is otherwise unable to act on behalf of the Investment Adviser, there
can be no assurance that a suitable replacement could be found immediately.

Temporary Defensive Strategies Risk

When the Investment Adviser anticipates unusual market or other conditions, the Trust may tem-
porarily depart from its primary investment strategy as a defensive measure and invest all or a portion of
its assets in obligations of the U.S. Government; commercial paper rated at least A-2 by S&P, P-2 by
Moody’s or having a comparable rating by another NRSRO; certificates of deposit; bankers’ acceptances;
repurchase agreements; non-convertible preferred stocks and non-convertible corporate bonds with a re-
maining maturity of less than one year; ETFs; other investment companies; cash items; or any other
fixed-income securities that the Investment Adviser considers consistent with this strategy. To the ex-
tent that the Trust invests defensively, it may not achieve its investment objective.

U.S. Government Securities Risk

The U.S. government may not provide financial support to U.S. government agencies, instrumental-
ities or sponsored enterprises if it is not obligated to do so by law. U.S. Government Securities issued by
those agencies, instrumentalities and sponsored enterprises, including those issued by Fannie Mae,
Freddie Mac and the Federal Home Loan Banks, are neither issued nor guaranteed by the United States
Treasury and, therefore, are not backed by the full faith and credit of the United States. The maximum
potential liability of the issuers of some U.S. Government Securities held by the Trust may greatly ex-
ceed their current resources, including their legal right to support from the U.S. Treasury. It is possible
that issuers of U.S. Government Securities will not have the funds to meet their payment obligations in
the future. Fannie Mae and Freddie Mac have been operating under conservatorship, with the Federal
Housing Finance Agency (the “FHFA”) acting as their conservator, since September 2008. The entities
are dependent upon the continued support of the U.S. Department of the Treasury and FHFA in order to
continue their business operations. These factors, among others, could affect the future status and role
of Fannie Mae and Freddie Mac and the values of their securities and the securities which they guaran-
tee. Additionally, the U.S. government and its agencies and instrumentalities do not guarantee the mar-
ket value of their securities, which may fluctuate.

Discount to NAV Risk

Shares of closed-end investment companies frequently trade at a discount from their NAV. This
characteristic is a risk separate and distinct from the risk that the Trust’s NAV per Share could decrease
as a result of its investment activities and may be greater for investors expecting to sell their Shares in a
relatively short period of time following completion of this offering. The NAV per Share will be reduced
immediately following this offering as a result of the payment of the sales load and certain offering
costs. Although the value of the Trust’s net assets is generally considered by market participants in de-
termining whether to purchase or sell Shares, whether investors will realize gains or losses upon the sale
of the Shares will depend entirely upon whether the market price of the Shares at the time of sale is
above or below the investor’s purchase price for the Shares. Because the market price of the Shares will
be determined by supply of and demand for the Shares which will be affected by factors such as (i) NAV,
(ii) dividend and distribution levels and their stability (which will in turn be affected by levels of divi-
dend and interest payments by the Trust’s portfolio holdings, the timing and success of the Trust’s in-
vestment strategies, regulations affecting the timing and character of Trust distributions, Trust expenses
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and other factors), (iii) trading volume of the Shares, (iv) general market, interest rate and economic con-
ditions and (v) other factors that may be beyond the control of the Trust. The Trust cannot predict
whether the Shares will trade at, below or above NAV or at, below or above the initial public offering
price.

Anti-Takeover Provisions Risk

The Trust’s Declaration of Trust, dated April 2, 2014 and amended and restated as of June 11, 2014,
presently has provisions that could have the effect of limiting the ability of other entities or persons to
(1) acquire control of the Trust, (2) cause it to engage in certain transactions, or (3) modify its structure.

Related Party Transactions Risk

The majority of the Board will be unaffiliated with the Investment Adviser; nevertheless, the Trust
may be subject to certain potential conflicts of interest. Although the Trust has no obligation to do so, it
may place brokerage orders with brokers who provide supplemental investment research and market and
statistical information about Healthcare Companies and the healthcare industries. In addition, other in-
vestment companies advised by the Investment Adviser may concurrently invest with the Trust in re-
stricted securities under certain conditions.

The Trust also may invest, subject to applicable law, in companies in which the principals of the In-
vestment Adviser or Trustees of the Trust have invested, or for which they serve as directors or executive
officers. The Investment Company Act prohibits the Trust from engaging in certain transactions involv-
ing its “affiliates,” including, among others, the Trust’s Trustees, officers and employees, the Investment
Adviser and any “affiliates” of such affiliates except pursuant to an exemptive order or the provisions of
certain rules under the Investment Company Act. In the view of the staff of the Commission, other in-
vestment companies advised by the Investment Adviser may, in some instances, be viewed to be
affiliates of the Trust. Such legal restrictions and delays and costs involved in obtaining necessary regu-
latory approvals may preclude or discourage the Trust from making certain investments and no assur-
ance can be given that any exemptive order sought by the Trust will be granted.

Non-Diversification Risk

The Trust is non-diversified, meaning that the Trust is permitted to invest more of its assets in
fewer issuers than “diversified” funds. Thus, the Trust may be more susceptible to adverse developments
affecting any single issuer held in its portfolio, and may be more susceptible to greater losses because of
these developments.

Emerging Markets Risk

The Trust may invest in securities of issuers located in Emerging Markets. The risks of foreign in-
vestment are heightened when the issuer is located in an emerging country. Emerging countries are gen-
erally located in Africa, Asia, the Middle East, Eastern Europe and Central and South America. The Trust’s
purchase and sale of portfolio securities in Emerging Markets may be constrained by limitations relating
to daily changes in the prices of listed securities, periodic trading or settlement volume and/or limitations
on aggregate holdings of foreign investors. Such limitations may be computed based on the aggregate
trading volume by or holdings of the Trust, the Investment Adviser, or its affiliates and respective clients
and other service providers. The Trust may not be able to sell securities in circumstances where price,
trading or settlement volume limitations have been reached. The Trust will not invest more than 20% of its
Managed Assets as measured at the time of investment in Emerging Markets securities.

Foreign investment in the securities markets of certain emerging countries is restricted or con-
trolled to varying degrees which may limit investment in such countries or increase the administrative
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costs of such investments. For example, certain Asian countries require governmental approval prior to
investments by foreign persons or limit investment by foreign persons to only a specified percentage of
an issuer’s outstanding securities or a specific class of securities which may have less advantageous
terms (including price) than securities of the issuer available for purchase by nationals. In addition, cer-
tain countries may restrict or prohibit investment opportunities in issuers or industries deemed impor-
tant to national interests. Such restrictions may affect the market price, liquidity and rights of securities
that may be purchased by the Trust. The repatriation of both investment income and capital from certain
emerging countries is subject to restrictions such as the need for governmental consents. In situations
where a country restricts direct investment in securities (which may occur in certain Asian and other
countries), the Trust may invest in such countries through other investment funds in such countries.

Many emerging countries have recently experienced currency devaluations and substantial (and, in
some cases, extremely high) rates of inflation. Other emerging countries have experienced economic re-
cessions. These circumstances have had a negative effect on the economies and securities markets of
those emerging countries.

Economies in emerging countries generally are dependent heavily upon commodity prices and in-
ternational trade and, accordingly, have been and may continue to be affected adversely by the
economies of their trading partners, trade barriers, exchange controls, managed adjustments in relative
currency values and other protectionist measures imposed or negotiated by the countries with which
they trade.

Many emerging countries are subject to a substantial degree of economic, political and social in-
stability. Governments of some emerging countries are authoritarian in nature or have been installed or
removed as a result of military coups, while governments in other emerging countries have periodically
used force to suppress civil dissent. Disparities of wealth, the pace and success of democratization, and
ethnic, religious and racial disaffection, among other factors, have also led to social unrest, violence
and/or labor unrest in some emerging countries. Unanticipated political or social developments may re-
sult in sudden and significant investment losses. Investing in emerging countries involves greater risk
of loss due to expropriation, nationalization, confiscation of assets and property or the imposition of re-
strictions on foreign investments and on repatriation of capital invested. As an example, in the past,
some Eastern European governments have expropriated substantial amounts of private property, and
many claims of the property owners have never been fully settled. There is no assurance that similar ex-
propriations will not occur in other countries.

The Trust’s investment in emerging countries may also be subject to withholding or other taxes,
which may be significant and may reduce the return to the Trust from an investment in issuers in such
countries.

Settlement procedures in emerging countries are frequently less developed and reliable than those
in the United States and may involve the Trust’s delivery of securities before receipt of payment for their
sale. In addition, significant delays may occur in certain markets in registering the transfer of securities.
Settlement or registration problems may make it more difficult for the Trust to value its portfolio securi-
ties and could cause the Trust to miss attractive investment opportunities, to have a portion of its assets
uninvested or to incur losses due to the failure of a counterparty to pay for securities the Trust has deliv-
ered or the Trust’s inability to complete its contractual obligations because of theft or other reasons.

The creditworthiness of the local securities firms used by the Trust in emerging countries may not
be as sound as the creditworthiness of firms used in more developed countries. As a result, the Trust
may be subject to a greater risk of loss if a securities firm defaults in the performance of its
responsibilities.

The small size and inexperience of the securities markets in certain emerging countries and the
limited volume of trading in securities in those countries may make the Trust’s investments in such
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countries less liquid and more volatile than investments in countries with more developed securities
markets (such as the United States, Japan and most Western European countries). The Trust’s invest-
ments in emerging countries are subject to the risk that the liquidity of a particular investment, or in-
vestments generally, in such countries will shrink or disappear suddenly and without warning as a result
of adverse economic, market or political conditions or adverse investor perceptions, whether or not accu-
rate. Because of the lack of sufficient market liquidity, the Trust may incur losses because it will be re-
quired to effect sales at a disadvantageous time and only then at a substantial drop in price. Investments
in emerging countries may be more difficult to value precisely because of the characteristics discussed
above and lower trading volumes.

The Trust’s use of foreign currency management techniques in emerging countries may be limited.
A significant portion of the Trust’s currency exposure in emerging countries may not be covered by
these techniques.

Foreign Custody Risk

The Trust may hold foreign securities and cash with foreign banks, agents and securities deposito-
ries appointed by the Trust’s custodian (each a “Foreign Custodian”). Some Foreign Custodians may be
recently organized or new to the foreign custody business. In some countries, Foreign Custodians may
be subject to little or no regulatory oversight over or independent evaluation of their operations. Further,
the laws of certain countries may place limitations on the Trust’s ability to recover its assets if a Foreign
Custodian enters bankruptcy. Investments in emerging markets may be subject to even greater custody
risks than investments in more developed markets. Custody services in emerging market countries are
very often undeveloped and may be considerably less well regulated than in more developed countries,
and thus may not afford the same level of investor protection as would apply in developed countries.

Deflation Risk

Deflation risk is the risk that prices throughout the economy decline over time, which may have an
adverse effect on the market valuation of companies, their assets and their revenues. In addition, defla-
tion may have an adverse effect on the creditworthiness of issuers and may make issuer default more
likely, which may result in a decline in the value of the Trust’s portfolio.

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 Shares and
distributions on those shares can decline. In addition, during any periods of rising inflation, leverage ex-
penses would likely increase, which would tend to further reduce returns to the holders of Shares.

Legal and Regulatory Risks

Legal and regulatory changes could occur and may adversely affect the Trust and its ability to pur-
sue its investment strategies and/or increase the costs of implementing such strategies. New or revised
laws or regulations may be imposed by the U.S. Commodity Futures Trading Commission (the “CFTC”),
the Commission, the U.S. Federal Reserve, other banking regulators, other governmental regulatory au-
thorities or self-regulatory organizations that supervise the financial markets that could adversely affect
the Trust. In particular, these agencies are empowered to promulgate a variety of new rules pursuant to
recently enacted financial reform legislation in the United States. The Trust also may be adversely af-
fected by changes in the enforcement or interpretation of existing statutes and rules by these govern-
mental regulatory authorities or self-regulatory organizations.
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Congress recently enacted legislation that provides for new regulation of the derivatives market,
including clearing, margin, reporting, recordkeeping, and registration requirements. Because the legisla-
tion leaves much to agency rule making, its ultimate impact remains unclear. New regulations could,
among other things, restrict the Trust’s ability to engage in derivatives transactions (for example, by
making certain types of derivatives transactions no longer available to the Trust) and/or increase the
costs of such derivatives transactions (for example, by increasing margin or capital requirements), and
the Trust may be unable to execute its investment strategy as a result. It is unclear how the regulatory
changes will affect counterparty risk.

The CFTC and certain futures exchanges have established limits, referred to as “position limits,”
on the maximum net long or net short positions which any person may hold or control in particular op-
tions and futures contracts; those position limits may also apply to certain other derivatives positions
the Trust may wish to take. Under the exchange rules, all positions owned or controlled by the same per-
son or entity, even if in different accounts, may be aggregated for purposes of determining whether the
applicable position limits have been exceeded. Thus, even if the Trust does not intend to exceed applica-
ble position limits, it is possible that different clients managed by the Investment Adviser and its affili-
ates may be aggregated for this purpose. Therefore it is possible that the trading decisions of the
Investment Adviser may have to be modified and that positions held by the Trust may have to be liqui-
dated in order to avoid exceeding such limits. The modification of investment decisions or the elimina-
tion of open positions, if it occurs, may adversely affect the performance of the Trust.

Government Intervention

The recent instability in the financial markets discussed above has led the U.S. government and
certain foreign governments to take a number of unprecedented actions designed to support certain fi-
nancial institutions and segments of the financial markets that have experienced extreme volatility, and
in some cases a lack of liquidity, including through direct purchases of equity and debt securities. Fed-
eral, state, and other governments, their regulatory agencies or self-regulatory organizations may take
actions that affect the regulation of the issuers in which the Trust invests in ways that are unforeseeable.
Legislation or regulation may also change the way in which the Trust is regulated. Such legislation or
regulation could limit or preclude the Trust’s ability to achieve its investment objective.

Congress has enacted sweeping financial legislation, the Dodd-Frank Wall Street Reform and Con-
sumer Protection Act of 2010 (the “Dodd-Frank Act”), signed into law by President Obama on July 21,
2010, regarding the operation of banks, private fund managers and other financial institutions, which in-
cludes provisions regarding the regulation of derivatives. Many provisions of the Dodd-Frank Act will be
implemented through regulatory rulemakings and similar processes over a period of time. The impact of
the Dodd-Frank Act, and of follow-on regulation, on trading strategies and operations is impossible to
predict, and may be adverse. Practices and areas of operation subject to significant change based on the
impact, direct or indirect, of the Dodd-Frank Act and follow-on regulation, may change in manners that
are unforeseeable, with uncertain effects. By way of example and not limitation, direct and indirect
changes from the Dodd-Frank Act and follow-on regulation may occur to a significant degree with re-
gard to, among other areas, financial consumer protection, bank ownership of and involvement with pri-
vate funds, proprietary trading, registration of investment advisers, and the trading and use of many
derivative instruments, including swaps. There can be no assurance that such legislation or regulation
will not have a material adverse effect on the Trust. In addition, Congress may address tax policy, which
also could have uncertain direct and indirect impact on trading and operations, as well as, potentially,
operations and structure of the Trust.

Further, the Dodd-Frank Act created the Financial Stability Oversight Council (“FSOC”), an intera-
gency body charged with identifying and monitoring systemic risks to financial markets. The FSOC has
the authority to require that non-bank financial companies that are “predominantly engaged in financial
activities,” such as the Trust and the Investment Adviser, whose failure it determines would pose systemic
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risk, be placed under the supervision of the Board of Governors of the Federal Reserve System (“Federal
Reserve”). The FSOC has the authority to recommend that the Federal Reserve adopt more stringent pru-
dential standards and reporting and disclosure requirements for non-bank financial companies super-
vised by the Federal Reserve. The FSOC also has the authority to make recommendations to the Federal
Reserve on various other matters that may affect the Trust, including requiring financial firms to submit
resolution plans, mandating credit exposure reports, establishing concentration limits, and limiting short-
term debt. The FSOC may also recommend that other federal financial regulators impose more stringent
regulation upon, or ban altogether, financial activities of any financial firm that poses what it determines
are significant risks to the financial system.

The implementation of the Dodd-Frank Act could also adversely affect the Investment Adviser and
the Trust by increasing transaction and/or regulatory compliance costs. In addition, greater regulatory
scrutiny and the implementation of enhanced and new regulatory requirements may increase the Invest-
ment Adviser’s and the Trust’s exposure to potential liabilities, and in particular liabilities arising from
violating any such enhanced and/or new regulatory requirements. Increased regulatory oversight could
also impose administrative burdens on the Investment Adviser and the Trust, including, without limita-
tion, responding to investigations and implementing new policies and procedures. The ultimate impact
of the Dodd-Frank Act, and any resulting regulation, is not yet certain and the Investment Adviser and
the Trust may be affected by the new legislation and regulation in ways that are currently unforeseeable.

In addition, the securities and futures markets are subject to comprehensive statutes, regulations
and margin requirements. The CFTC, the Commission, the Federal Deposit Insurance Corporation, other
regulators and self-regulatory organizations and exchanges are authorized under these statutes, regula-
tions and otherwise to take extraordinary actions in the event of market emergencies.

In the aftermath of the recent financial crisis, there appears to be a renewed popular, political and
judicial focus on finance related consumer protection. Financial institution practices are also subject to
greater scrutiny and criticism generally. In the case of transactions between financial institutions and
the general public, there may be a greater tendency toward strict interpretation of terms and legal rights
in favor of the consuming public, particularly where there is a real or perceived disparity in risk alloca-
tion and/or where consumers are perceived as not having had an opportunity to exercise informed con-
sent to the transaction. In the event of conflicting interests between retail investors holding common
shares of a closed-end investment company such as the Trust and a large financial institution, a court
may similarly seek to strictly interpret terms and legal rights in favor of retail investors.

Information Technology Systems

The Trust is dependent on the Investment Adviser for certain management services as well as
back-office functions. The Investment Adviser depends on information technology systems in order to
assess investment opportunities, strategies and markets and to monitor and control risks for the Trust. It
is possible that a failure of some kind which causes disruptions to these information technology systems
could materially limit the Investment Adviser’s ability to adequately assess and adjust investments, for-
mulate strategies and provide adequate risk control. Any such information technology-related difficulty
could harm the performance of the Trust. Further, failure of the back-office functions of the Investment
Adviser to process trades in a timely fashion could prejudice the investment performance of the Trust.

Legislation Risk

At any time after the date of this prospectus, legislation may be enacted that could negatively af-
fect the assets of the Trust. Legislation or regulation may change the way in which the Trust itself is reg-
ulated. The Investment Adviser cannot predict the effects of any new governmental regulation that may
be implemented, and there can be no assurance that any new governmental regulation will not adversely
affect the Trust’s ability to achieve its investment objective.
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Management Risk

The Trust is subject to management risk because it is an actively managed investment portfolio.
The Investment Adviser and the individual portfolio managers will apply investment techniques and
risk analyses in making investment decisions for the Trust, but there can be no guarantee that these will
produce the desired results. The Trust may be subject to a relatively high level of management risk be-
cause the Trust may invest in derivative instruments, which may be highly specialized instruments that
require investment techniques and risk analyses different from those associated with bonds.

Misconduct of Employees and of Service Providers

Misconduct or misrepresentations by employees of the Investment Adviser or the Trust’s service
providers could cause significant losses to the Trust. Employee misconduct may include binding the
Trust to transactions that exceed authorized limits or present unacceptable risks and unauthorized trad-
ing activities or concealing unsuccessful trading activities (which, in any case, may result in unknown
and unmanaged risks or losses) or making misrepresentations regarding any of the foregoing. Losses
could also result from actions by the Trust’s service providers, including, without limitation, failing to
recognize trades and misappropriating assets. In addition, employees and service providers may improp-
erly use or disclose confidential information, which could result in litigation or serious financial harm,
including limiting the Trust’s business prospects or future marketing activities. Despite the Investment
Adviser’s compliance program, misconduct and intentional misrepresentations may be undetected or
not fully comprehended, thereby potentially undermining the Investment Adviser’s compliance efforts.
As a result, no assurances can be given that the compliance and oversight performed by the Investment
Adviser will identify or prevent any such misconduct.

Portfolio Turnover Risk

The Trust’s annual portfolio turnover rate may vary greatly from year to year, as well as within a
given year. Portfolio turnover rate is not considered a limiting factor in the execution of investment deci-
sions for the Trust. High portfolio turnover may result in the Trust’s recognition of gains (losses) that
will increase (decrease) the Trust’s tax liability and thereby impact the amount of the Trust’s after-tax
distributions. In addition, high portfolio turnover may increase the Trust’s current and accumulated
earnings and profits, resulting in a greater portion of the Trust’s distributions being treated as taxable
dividends for federal income tax purposes.

Reliance on Service Providers

The Trust must rely upon the performance of service providers to perform certain functions, which
may include functions that are integral to the Trust’s operations and financial performance. Failure by
any service provider to carry out its obligations to the Trust in accordance with the terms of its appoint-
ment, to exercise due care and skill, or to perform its obligations to the Trust at all as a result of insol-
vency, bankruptcy or other causes could have a material adverse effect on the Trust’s performance and
returns to shareholders. The termination of the Trust’s relationship with any service provider, or any de-
lay in appointing a replacement for such service provider, could materially disrupt the business of the
Trust and could have a material adverse effect on the Trust’s performance and returns to shareholders.

Market Disruption and Geopolitical Risk

The ongoing U.S. military and related action in Afghanistan and events in the Middle East, as well
as the continuing threat of terrorist attacks, could have significant adverse effects on the U.S. economy,
the stock market and world economies and markets generally. A similar disruption of financial markets
or other terrorist attacks could adversely affect Trust service providers and/or the Trust’s operations as
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well as interest rates, secondary trading, credit risk, inflation and other factors relating to the Shares. The
Trust cannot predict the effects or likelihood of similar events in the future on the U.S. and world
economies, the value of the Shares or the NAV of the Trust.

Over the past several years global financial markets experienced periods of unprecedented turmoil,
which contributed to severe market volatility and caused severe liquidity strains in the credit markets.
Volatile financial markets can expose the Trust to greater market and liquidity risk and potential diffi-
culty in valuing portfolio instruments held by the Trust. Recently, markets have witnessed more stabi-
lized economic activity as expectations for an economic recovery increased. The Investment Adviser
does not know how long the financial markets will continue to be affected by these recent events and
cannot predict the effects of these or similar events in the future on the U.S. and world economies and
securities in the Trust’s portfolio.

As a result of recent events involving Ukraine and the Russian Federation, the United States and
the European Union have imposed sanctions on certain Russian individuals and a Russian bank. The
United States and other nations or international organizations may impose additional, broader economic
sanctions or take other actions that may adversely affect Russian-related issuers in the future. These
sanctions, any future sanctions or other actions, or even the threat of further sanctions or other actions,
may negatively affect the value and liquidity of the Trust’s investments. For example, the Trust may be
prohibited from investing in securities issued by companies subject to such sanctions. In addition, the
sanctions may require the Trust to freeze its existing investments in Russian companies, prohibiting the
Trust from buying, selling or otherwise transacting in these investments. Russia may undertake counter-
measures or retaliatory actions which may further impair the value and liquidity of the Trust’s portfolio
and potentially disrupt its operations.

When-Issued and Delayed Delivery Transactions Risk

The Trust may purchase fixed-income securities on a when-issued basis, and may purchase or sell
those securities for delayed delivery. When-issued and delayed delivery transactions occur when securi-
ties are purchased or sold by the Trust with payment and delivery taking place in the future to secure an
advantageous yield or price. Securities purchased on a when-issued or delayed delivery basis may ex-
pose the Trust to counterparty risk of default as well as the risk that securities may experience fluctua-
tions in value prior to their actual delivery. The Trust will not accrue income with respect to a
when-issued or delayed delivery security prior to its stated delivery date. Purchasing securities on a
when-issued or delayed delivery basis can involve the additional risk that the price or yield available in
the market when the delivery takes place may not be as favorable as that obtained in the transaction
itself.

Risks Relating to Trust’s RIC Status

To qualify and remain eligible for the special tax treatment accorded to RICs under the Code, the
Trust must meet certain source-of-income, asset diversification and annual distribution requirements.
Very generally, in order to qualify as a RIC, the Trust must derive at least 90% of its gross income for
each taxable year from dividends, interest, payments with respect to certain securities loans, gains from
the sale or other disposition of stock, securities or foreign currencies, net income from certain qualified
publicly traded partnerships, or other income derived with respect to its business of investing in stock or
other securities. The Trust must also meet certain asset diversification requirements at the end of each
quarter of each of its taxable years. Failure to meet these diversification requirements on the last day of a
quarter may result in the Trust having to dispose of certain investments quickly in order to prevent the
loss of RIC status. Any such dispositions could be made at disadvantageous prices or times, and may re-
sult in substantial losses to the Trust. In addition, in order to be eligible for the special tax treatment ac-
corded RICs, the Trust must meet the annual distribution requirement, requiring it to generally
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distribute an amount at least equal to the sum of 90% of its investment company taxable income (which
includes, among other items, dividends, interest and net short-term capital gains in excess of net long-
term capital losses, but determined without regard to the deduction for dividends paid) plus 90% of any
net tax-exempt income for the Trust’s taxable year. If the Trust fails to qualify as a RIC for any reason
and becomes subject to corporate tax (and applicable state corporate income or similar taxes), the result-
ing taxes could substantially reduce its net assets, the amount of income available for distribution and
the amount of its distributions. Such a failure would have a material adverse effect on the Trust and its
shareholders. In addition, the Trust could be required to recognize unrealized gains, pay substantial
taxes and interest and make substantial distributions in order to re-qualify as a RIC.

RIC-Related Risks of Investments Generating Non-Cash Taxable Income

Certain of the Trust’s investments may require the Trust to recognize taxable income in a taxable
year in excess of the cash generated on those investments during that year. In particular, the Trust may
invest in loans and other debt obligations that will be treated as having “market discount” and/or “origi-
nal issue discount” for U.S. federal income tax purposes. Because the Trust may be required to recognize
income in respect of these investments before, or without, receiving cash representing such income, the
Trust may have difficulty satisfying the annual distribution requirements applicable to RICs and avoid-
ing Trust-level U.S. federal income and/or excise taxes. Accordingly, the Trust may be required to sell as-
sets, including at potentially disadvantageous times or prices, raise additional debt or equity capital,
make taxable distributions of its shares or debt securities, or reduce new investments, to obtain the cash
needed to make these income distributions. If the Trust liquidates assets to raise cash, the Trust may re-
alize gain or loss on such liquidations; in the event the Trust realizes net capital gains from such liquida-
tion transactions, the Trust’s shareholders may receive larger capital gain distributions than they would
in the absence of such transactions.

Secondary Market for the Trust’s Shares

The issuance of Shares through the Trust’s Dividend Reinvestment and Stock Purchase Plan may
have an adverse effect on the secondary market for the Shares. The increase in the number of outstand-
ing Shares resulting from issuances pursuant to the Trust’s Dividend Reinvestment and Stock Purchase
Plan and the discount to the market price at which such Shares may be issued, may put downward pres-
sure on the market price for the Shares. Shares will not be issued pursuant to the Dividend Reinvestment
and Stock Purchase Plan at any time when Shares are trading at a lower price than the Trust’s NAV per
Share. When the Trust’s Shares are trading at a premium, the Trust may also issue Shares that may be
sold through private transactions effected on the NYSE or through broker-dealers. The increase in the
number of outstanding Shares resulting from these offerings may put downward pressure on the market
price for Shares.

Potential Conflicts of Interest Risk

The Investment Adviser’s investment team is responsible for managing the Trust as well as two
other closed-end investment companies. In the future, the investment team may manage other funds and
accounts, including proprietary accounts, separate accounts and other pooled investment vehicles, such
as unregistered hedge funds. In the future, a portfolio manager may manage a separate account or other
pooled investment vehicle which may have materially higher fee arrangements than the Trust and may
also have a performance-based fee. The side-by-side management of these funds or accounts may raise
potential conflicts of interest relating to cross trading, the allocation of investment opportunities and the
aggregation and allocation of trades.
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MANAGEMENT OF THE TRUST
Board of Trustees

Under the Trust’s Declaration of Trust and the laws of the Commonwealth of Massachusetts, the
Trust’s business and affairs are managed under the direction of its Board. Investment decisions for the
Trust are made by the Investment Adviser, subject to any direction it may receive from the Board, which
periodically reviews the Trust’s investment performance. The Statement of Additional Information
includes additional information about the members of the Board and is available, without charge, upon
request, by calling 617-772-8500.

Investment Adviser

Tekla Capital Management LLC, a limited liability company formed under the laws of the State of
Delaware, serves as the Investment Adviser to the Trust. The Investment Adviser is an investment ad-
viser registered under the Investment Advisers Act of 1940, as amended. The Investment Adviser is lo-
cated at 2 Liberty Square, 9th Floor, Boston, MA 02109. The Investment Adviser is owned by Daniel R.
Omstead and Mary N. Omstead. Dr. Omstead is currently the President and Chief Executive Officer of
the Investment Adviser. Mary N. Omstead is Dr. Omstead’s wife.

The Investment Adviser also provides investment advisory services to other closed-end investment
companies, HQL and HQH, which invest in companies in the healthcare and life sciences industries. As
of March 31, 2014, the Investment Adviser had assets under management of approximately $1.1 billion.

The Investment Advisory Agreement between the Investment Adviser and the Trust (the “Advisory
Agreement”) provides that, subject to the supervision and direction of the Board, the Investment Adviser
is responsible for the actual management of the Trust’s portfolio. The Investment Adviser is also obli-
gated to supervise or perform certain administrative and management services for the Trust and is obli-
gated to provide the office space, facilities, equipment and personnel necessary to perform its duties
under the Advisory Agreement. The responsibility for making decisions to buy, sell or hold a particular
security rests with the Investment Adviser. However, the Investment Adviser may consider investment
analysis from various sources, including broker-dealers with which the Trust does business.

Subject to the supervision and direction of the Board, the Investment Adviser manages the Trust’s
portfolio in accordance with the Trust’s investment objective and policies as stated in the prospectus;
makes investment decisions for the Trust; places purchase and sale orders for portfolio transactions for
the Trust; supplies the Trust with office facilities (which may be in the Investment Adviser’s own offices),
statistical and research data, data processing services, clerical, internal executive and administrative
services, and stationery and office supplies; directs and supervises a third party administrator or custo-
dian in the provision to the Trust of accounting and bookkeeping services, the calculation of the net as-
set value of shares of the Trust, internal auditing services, and other clerical services in connection
therewith, and prepares or supervises and directs a third party administrator or custodian in the prepara-
tion of reports to shareholders of the Trust, tax returns and reports to and filings with the Commission
and state securities authorities. In providing these services, the Investment Adviser provides investment
research and supervision of the Trust’s investments and conducts a continual program of investment,
evaluation and, if appropriate, sale and reinvestment of the Trust’s assets. In addition, the Investment
Adviser furnishes the Trust with whatever statistical information the Trust may reasonably request with
respect to the securities that the Trust may hold or contemplate purchasing.

For the services provided by the Investment Adviser under the Advisory Agreement, the Trust will
pay a fee, computed and payable monthly, equal when annualized to 1.00% of the average daily value of
the Trust’s Managed Assets.
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A discussion regarding the basis for the Board’s initial approval of the Advisory Agreement for the
Trust will be available in the Trust’s annual report dated September 30, 2014.

Under the Advisory Agreement, the Investment Adviser has agreed to bear all expenses in connec-
tion with the performance of its services under the Advisory Agreement, including compensation of and
office space for officers and employees of the Trust connected with investment and economic research,
trading and investment management of the Trust, as well as the fees of all Trustees of the Trust who are
“affiliated persons” of the Investment Adviser, as that term is defined in the Investment Company Act, or
any of its “affiliated persons.” Under the Advisory Agreement, the Trust must pay (or, if Trust expenses
are paid by the Investment Adviser, shall reimburse the Investment Adviser for) all other expenses in-
curred in the operation of the Trust including, among other things, expenses for legal and auditing serv-
ices, costs of printing proxy statements, prospectuses, share certificates and shareholder reports, charges
of the custodian, any sub-custodian and transfer agent, expenses in connection with the Dividend Rein-
vestment and Stock Purchase Plan, the Commission, and FINRA fees, fees and expenses of the Trustees
who are not “affiliated persons” of the Investment Adviser or any of its “affiliated persons,” accounting
and valuation costs, administrator’s fees, membership fees in trade associations, fidelity bond coverage
for the Trust’s officers and employees, errors and omissions insurance coverage for Trustees and officers,
interest, brokerage costs, taxes, stock exchange listing fees and expenses, expenses of qualifying the
Shares for sale in various states, expenses associated with personnel performing exclusively shareholder
servicing functions, litigation and other extraordinary or non-recurring expenses, and other expenses
properly payable by the Trust.

Portfolio Management

A team of analysts, including Daniel R. Omstead, Ph.D., Christopher F. Brinzey, M.B.A., Frank T.
Gentile, Ph.D. and Jason C. Akus, M.D. are currently members of the team that makes investments on be-
half of the Trust. These members also perform other duties, including making investments on behalf of
HQL and HQH. Dr. Omstead has overall investment decision-making responsibility for the Trust, HQL
and HQH. Each of the members of the team listed below is on the Trust’s portfolio management team.
Each team member’s business experience for at least the last five years is included below.

Daniel R. Omstead, Ph.D,, is President and Chief Executive Officer of the Investment Adviser since
2001. He is also President of the Trust, HQL and HQH and serves on their Valuation Committees. Prior
to joining the Investment Adviser, Dr. Omstead was President and CEO of Reprogenesis, Inc., a private
development stage biotech company developing therapies in the field of regenerative medicine. In 2000,
Reprogenesis was merged with two other biotech companies to form Curis, Inc. Before joining Reprogen-
esis, Dr. Omstead was Senior Vice President, Research and Development at Cytotherapeutics, Inc., a pub-
lic biotech company that developed CNS therapies. Before entering the biotech industry, Dr. Omstead
was employed for 14 years in the pharmaceutical industry at Ortho Pharmaceutical Corporation and at
the RW. Johnson Pharmaceutical Research Institute, both divisions of Johnson & Johnson and at Merck
Sharpe & Dohme Research Laboratories, a division of Merck & Company, Inc. While at Johnson &
Johnson, Dr. Omstead participated in the development of Orthoclone OKT3™, Eprex™/Procrit™ and
other biological products. While at Merck, he worked on the development of Recombivax™, Mefoxin™,
Heartguard™ and other traditional drug products. Dr. Omstead holds a Ph.D. and Master’s Degree in
Chemical Engineering and Applied Chemistry from Columbia University and a B.S. degree in Civil Engi-
neering from Lehigh University.

Christopher F. Brinzey, M.B.A., is Senior Vice President, Research of the Investment Adviser.
Mr. Brinzey joined the Investment Adviser in February of 2001 and is responsible for investment re-
search and venture investment due diligence in the following areas: specialty pharmaceuticals and
healthcare information technology and services. Before joining the Investment Adviser, Mr. Brizney was
a senior analyst for Advest Incorporated’s healthcare research team where he covered and helped to fi-
nance a number of companies in the healthcare information technology and eHealth sector. Other prior
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work experience includes project management and consulting for SunGard Financial Systems, a sub-
sidiary of SunGard Data Systems, a global IT solutions and eProcessing company. Mr. Brinzey received a
B.A. in psychology from Hobart College and an M.B.A. from Northeastern University.

Frank T. Gentile, Ph.D,, is Senior Vice President, Research of the Investment Adviser. Dr. Gentile
joined the Investment Adviser in September 2002. His emphasis is on the analysis of private and public
companies in the fields of Functional Genomics and Proteomics, as well as Cell and Gene Therapy, On-
cology and Cardiovascular Disease. Previously Dr. Gentile was Vice President, Technology Program
Management at Millennium Pharmaceuticals. At Millennium, Dr. Gentile was responsible for
management of all technology platform development programs. Before joining Millennium, Dr. Gentile
was Vice President of Product Development at Curis, Inc., a biotechnology company in Cambridge de-
veloping products in the area of Regenerative Medicine. From 1997 to 2000, he was Director and then
Vice President, Program Management at Reprogenesis, Inc. From 1990-1997 he was employed at
CytoTherapeutics, Inc., where he held several scientific and management positions. Dr. Gentile received
a B.E. degree in Chemical Engineering from The Cooper Union and a Ph.D. in Chemical Engineering
from MIT. Before working in industry, he was a post-doctoral fellow at the Swiss Federal Institute of
Technology (ETH) in Zurich, Switzerland. He is also an Adjunct Associate Professor of Biotechnology at
Brown University. He has written over 120 peer reviewed publications and holds 30 U.S. patents in the
area of biotechnology.

Jason C. Akus, M.D./M.B.A,, is Senior Vice President, Research of the Investment Adviser. He is re-
sponsible for investment research and due diligence in the medical device, diagnostic and biopharma-
ceutical areas. Dr. Akus joined the Investment Adviser in July of 2001 after graduating from Tufts with
an M.D. and M.B.A. Dr. Akus also graduated from Tufts with a B.S. in Mathematics. During medical
school, Dr. Akus consulted for a variety of healthcare information technology companies.

For additional information regarding the portfolio management of the Trust, see “Investment Ad-
viser and Investment Advisory Agreement — Portfolio Management” in the SAI.

Code of Ethics

The Board approved a joint Code of Ethics under Rule 17j-1 of the Investment Company Act that
covers the Trust, HQH and HQL, and the Investment Adviser. The joint Code of Ethics establishes pro-
cedures for personal investing and restricts certain transactions. Employees subject to the joint Code of
Ethics may invest in securities for their personal investment accounts, including, in certain cases, securi-
ties that may be purchased or held by the Trust. See “Code of Ethics” in the SAIL

Certain Provisions of the Declaration of Trust

The Trust’s Declaration of Trust has provisions that could have the effect of limiting the ability of
other entities or persons to (1) acquire control of the Trust, (2) cause it to engage in certain transactions
or (3) modify its structure. The Board is divided into three classes, each having a term of three years.
Each year the term of office of one class will expire. This provision could delay for up to two years the re-
placement of a majority of the Board. A Trustee may be removed from office by Shareholders only by a
vote of two-thirds of the outstanding Shares. Subject to the requirements of the Investment Company
Act, vacancies on the Board may be filled by the remaining Trustees for the balance of the term of the
class.

When a Principal Shareholder (as defined below) is a Party to the transaction, the affirmative vote
or consent of the holders of 75% of the Shares outstanding and entitled to vote will be required to author-
ize any of the following types of transactions:

(i) the merger or consolidation of the Trust with or into any Principal Shareholder;
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(ii) the issuance of any securities of the Trust (in one or more series of transactions in any
twelve-month period) to any Principal Shareholder for cash, securities or other property (or
combination thereof) having an aggregate fair market value of $1,000,000 or more, excluding
(i) sales of any securities of the Trust in connection with a public offering thereof; (ii) is-
suances of securities of the Trust pursuant to any dividend reinvestment program available to
all Shareholders and approved by the Trustees; and (iii) issuances of securities of the Trust
upon the exercise of any stock subscription rights distributed by the Trust.

(iii) the sale, lease or exchange of all or a substantial part of the assets of the Trust to or with 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 ex-
changed in any series of similar transactions within a 12-month period); or

(iv) the sale or lease to the Trust, in exchange for securities of the Trust, of any assets of any Prin-
cipal 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 ex-
changed in any series of similar transactions within a 12-month period).

However, such 75% vote or consent will not be required with respect to the foregoing transactions
where the Board, by a vote of 75% or more of the Trustees, approves by resolution a memorandum of un-
derstanding or agreement with the Principal Shareholder with respect to and substantially consistent
with such transaction. For this purpose, a “Principal Shareholder” is any corporation, person or other en-
tity which is the beneficial owner, directly or indirectly, of more than 5% of the outstanding Shares or any
“affiliate” or “associate” (as those terms are defined in Rule 12b-2 of the General Rules and Regulations
under the Securities Exchange Act of 1934 as in effect on April 21, 1987) of a Principal Shareholder. In ad-
dition to the Shares which a corporation, person or other entity beneficially owns directly, (a) any corpo-
ration, person or other entity shall be deemed to be the beneficial owner of any Shares (i) which it has
the right to acquire pursuant to any agreement or upon exercise of the conversion rights or warrants, or
otherwise (but excluding share options granted by the Trust) or (ii) which are beneficially owned, di-
rectly or indirectly (including Shares deemed owned through application of clause (i) above), by any
other corporation, person or entity with which it or its affiliate or associate has any agreement, arrange-
ment or understanding for the purpose of acquiring, holding, voting or disposing of Shares, or which is
its affiliate or associate, and (b) the outstanding Shares shall include Shares deemed owned through ap-
plication of clauses (i) and (ii) above but shall not include any other Shares which may be issuable pur-
suant to any agreement, or upon exercise of conversion rights or warrant, or otherwise.

These provisions could have the effect of depriving Shareholders of an opportunity to sell their
Shares at a premium over prevailing market price by discouraging a third party from seeking to obtain
control of the Trust in a tender offer or similar transaction. The Board has determined that the 75% vot-
ing requirements described above, which are greater than the minimum requirements under state law or
the Investment Company Act, are in the best interests of the Shareholders.

Repurchase of Shares

You may dispose of your Shares on the NYSE or other markets on which the Shares may trade, but
because the Trust is a closed-end investment company, you do not have the right to redeem your Shares
directly with the Trust. The Board, however, intends to consider, from time to time, but not less fre-
quently than annually, the desirability of open market purchases or tender offers. There is no assurance
that any action undertaken to repurchase Shares will result in the Shares trading at a price which ap-
proximates NAV. Any Share repurchases will be made in accordance with the applicable provisions of
the Investment Company Act and Massachusetts law in open market transactions. Shares repurchased
by the Trust will be held in its treasury. Although the Trust has no present intention of doing so, it re-
serves the right to incur debt to finance such repurchases or tender offers. Interest on any borrowings to
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finance Share repurchase transactions will increase the Trust’s expenses and will reduce the Trust’s net
income. There can be no assurance that Share repurchases, if any, will cause the Shares to trade at a
price equal to or in excess of their NAV. Nevertheless, the possibility that a portion of the Trust’s out-
standing Shares may be the subject of repurchases may reduce the spread between market price and
NAV that might otherwise exist. The Trust may not repurchase Shares except (i) on a securities ex-
change and after notification to Shareholders of its intent to purchase Shares within the six months pre-
ceding the purchase, (ii) pursuant to a tender offer to all Shareholders, or (iii) as otherwise permitted by
the Commission. Any related interest charges will be paid by the Trust and borne pro rata by the Share-
holders indirectly through their interest in the Trust.

If the Trust repurchases its Shares for a price below their NAV, the NAV of those Shares that re-
main outstanding would be enhanced, but this does not necessarily mean that the market price of those
outstanding Shares would be affected, either positively or negatively. There is no assurance that any ac-
tion undertaken to repurchase Shares will result in the Shares trading at a price which approximates net
asset value. Repurchases of Shares by the Trust would also decrease its total assets and accordingly may
increase its expenses as a percentage of average net assets. Further, interest on any borrowings to fi-
nance any such share repurchase transactions would reduce the Trust’s net income. The Trust has no
current plans to repurchase its Shares.

Notice is hereby given in accordance with Section 23(c) of the Investment Company Act that the
Trust may, from time to time, purchase at market price its common Shares, but is under no obligation to
do so.

Conversion to Open-End Investment Company

Under the Declaration of Trust, the conversion of the Trust from a closed-end to an open-end in-
vestment company would require (1) the approval of the Board, and (2) the affirmative vote or consent of
the holders of 75% of the Shares outstanding and entitled to vote. Such a vote would be in addition to any
vote or consent required in addition to the vote or consent of Shareholders otherwise required by law or
any agreement between the Trust and the NYSE. The Investment Company Act requires that the Trust
receive a vote of a majority of its outstanding voting Shares in order to convert the Trust from a closed-
end to an open-end investment company.

The conversion of the Trust from a closed-end to an open-end investment company would have to
be approved by the Board prior to its submission to Shareholders. A proposal to convert the Trust to an
open-end company might be supported or opposed by the Board depending on the Board’s judgment as
to its advisability in light of circumstances prevailing at the time.

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 Investment Company Act) at
their NAV, less such redemption charge, if any, as might be in effect at the time of a redemption. Conver-
sion to an open-end investment company could require the disposal of illiquid investments to meet cur-
rent requirements of the Commission that no more than 15% of an open-end investment company’s
assets consist of illiquid securities, and would likely require involuntary liquidation of portfolio securi-
ties, and the inherent realization of net long-term capital gains in connection therewith, to meet periodic
requests for redemption. Moreover, Shares of the Trust would no longer be listed on the NYSE.

PORTFOLIO TRANSACTIONS AND BROKERAGE

Subject to policies established by the Board, the Investment Adviser is primarily responsible for
the execution of the Trust’s portfolio transactions and the allocation of brokerage. In executing such
transactions, the Investment Adviser will seek to obtain the best price and execution for the Trust, tak-
ing into account such factors as price, size of order, difficulty of execution, operational facilities of the
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firm involved, the firm’s risk in positioning a block of securities, and research, market and statistical in-
formation provided by such firm. While the Investment Adviser generally seeks reasonably competitive
commission rates, the Trust will not necessarily pay the lowest commission available.

The Trust intends to purchase and hold securities for capital appreciation and it is not anticipated
that frequent portfolio changes will be made for short-term trading purposes or to take advantage of
short-term swings in the market. However, changes may be made in the portfolio consistent with the
investment objective and policies of the Trust whenever changes are believed by the Investment Adviser
to be in the best interest of the Trust and its Shareholders. Risk factors, particularly those relating to a
specific security investment or to the market and economic conditions, may also affect the rate at which
the Trust buys and sells its portfolio holdings. The Trust has no fixed policy with respect to portfolio
turnover rate. The Trust may engage in short-term trading or portfolio securities, including initial public
offerings, which may result in increasing the Trust’s portfolio turnover rate. The portfolio turnover rate is
calculated by dividing the lesser of purchases or sales of long-term portfolio securities by the average
monthly value of the Trust’s long-term portfolio securities. A high rate of portfolio turnover (100% or
more) could produce higher trading costs and taxable distributions, which would detract from the Trust’s
performance.

NET ASSET VALUE

The NAV of the Trust’s Shares is calculated at the close of regular trading on the NYSE (generally
4:00 p.m., Eastern Time) every day that the NYSE is open. The Trust makes this information available
daily by telephone (800) 451-2597, via its web site (www.teklacap.com) and through electronic distribu-
tion for media publication, including major internet-based financial services web sites and portals (e.g.,
bloomberg.com, yahoo.com, cbsmarketwatch.com, etc.). Currently, The Wall Street Journal, The New
York Times and Barron’s publish NAVs for closed-end investment companies at least weekly.

NAYV is calculated by dividing the Trust’s total assets (the value of the securities held by the Trust
plus any cash or other assets, including interest payable but not yet received) minus all liabilities (in-
cluding accrued expenses, dividends payable and any borrowings of the Trust) by the total number of
Shares outstanding at such time. If any Preferred Shares are outstanding, net assets available for com-
mon Shareholders is determined by deducting from net assets the liquidation preference and any ac-
crued dividends on the Preferred Shares.

Securities for which market quotations are readily available are valued at market price. Portfolio se-
curities that are traded on one or more U.S. national securities exchanges or in the over-the-counter mar-
ket that are National Market System securities are valued at the last sale price or, lacking any sales, at
the mean between last bid and asked prices. Other over-the-counter securities are valued at the most re-
cent bid prices as obtained from one or more dealers that make markets in the securities. Redeemable
securities issued by a registered open-end investment company are valued at net asset value per share.
Other securities are valued at the mean between the closing bid and asked prices. Short-term invest-
ments that mature in 60 days or less are valued at amortized cost, unless the Board determines that such
valuation does not constitute fair value.

Bonds, other than convertible bonds, are valued using a third-party pricing system. Convertible
bonds are valued using this pricing system only on days when there is no sale reported. Temporary cash
investments with maturity of 60 days or less are valued at amortized cost. Puts and calls generally are
valued at the close of regular trading on the securities or commodities exchange on which they are pri-
marily traded. Options on securities generally are valued at their last bid price in the case of exchange-
traded options or, in the case of OTC-traded options, the average of the last bid price as obtained from
two or more dealers unless there is only one dealer, in which case that dealer’s price is used. Forward for-
eign currency contracts are valued on the basis of the value of the underlying currencies at the prevail-
ing currency exchange rate. The prevailing currency exchange rate shall be determined within one hour
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of when the most recently available exchange rate information has been received based on information
obtained from a bank or banks.

Securities that are primarily traded on foreign securities exchanges generally are valued at the last
sale price on the exchange on which they are primarily traded. Foreign securities that are primarily
traded on the foreign over-the-counter market are generally valued at the last sale quotation, if market
quotations are available, or the last reported bid price if there is no active trading in a particular security
on a given day. However, if intervening events result in market volatility that significantly affects the
value of any such foreign securities after the close of trading on the relevant foreign market, but before
the Trust values its Shares on any particular day on which the Trust is required to value its Shares, the
Trust may, but is not required to, determine the value of such securities at “fair value,” as determined in
good faith by or under the direction of the Board.

Quotations of foreign securities in foreign currencies are converted, at current exchange rates, to
their U.S. dollar equivalents to determine their current value. In addition, to the extent that the Trust val-
ues its foreign securities (other than American Depositary Receipts (“ADR”) and American Depositary
Shares (“ADS”)) as of the close of trading on various exchanges and over-the-counter markets through-
out the world, the calculation of the Trust’s net asset value may not take place contemporaneously with
the valuation of foreign securities held by the Trust.

The value of any security or other asset for which market quotations are not readily available shall
be determined in a manner that most fairly reflects the security’s (or asset’s) “fair value,” which is the
amount that the Trust might reasonably expect to receive for the security (or asset) upon its current sale.
Each such determination is based on a consideration of all relevant factors, which are likely to vary from
one pricing context to another. Examples of such factors may include, but are not limited to: (1) the type
of the security; (2) the size of the holding (including percent of outstanding securities of issuer held by
the Trust); (3) the initial cost of the security; (4) the existence of any contractual restrictions on the secu-
rity’s disposition and the time to freedom from such restrictions; (5) the price and extent of public trad-
ing in similar securities of the issuer or of comparable companies; (6) quotations or prices from
broker-dealers and/or pricing services; (7) information obtained from the issuer, analysts, and/or the ap-
propriate stock exchange (for exchange-traded securities); (8) an analysis of the company’s financial
statements; (9) an evaluation of the forces that influence the issuer and the market(s) in which the secu-
rity is purchased and sold (e.g., the existence of pending merger activity, public offerings or tender offers
that might affect the value of the security); and (10) the price of securities in a subsequent round of fi-
nancing of an issuer in an arm’s-length transaction, if the round includes a new third party investor.

Sometimes a “significant valuation event” may cause the market value of a security to differ from
the fair market value of that security. A “significant valuation event” is an event that causes or is likely to
cause a market quotation to be unavailable or unreliable, and may include: situations relating to a single
issue in a market sector; significant fluctuations in U.S. or foreign markets; market disruptions or clos-
ings caused by human error, equipment failures, natural disasters, armed conflicts, acts of God, govern-
mental actions or other developments, as well as the same or similar events which may affect specific
issues or the securities markets even though not tied directly to the securities markets. A significant val-
uation event occurring after the close of trading but before the time of valuation may mean that the clos-
ing price for the security does not constitute a readily available market quotation. If a significant
valuation event has occurred, the security will be valued at fair value as determined in good faith by the
Board in accordance with the procedures hereinafter described. Such valuations and procedures will be
reviewed periodically by the Board.

The Trust shall initially value an investment in a private placement or in a private company at
cost. The valuation of an investment in a private placement or in a private company will be adjusted to
reflect its fair valuation, as internal and external events are deemed to have a known or likely impact on
the financial condition or market value of the investment. Internal or external factors affecting the fair
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valuation may include items such as a subsequent financing round, a material deviation from the busi-
ness plan, or a change in market conditions that may impair the company’s ability to meet its capital re-
quirements. If a subsequent round of financing includes a new third-party investor in an arms-length
transaction, then the securities shall be marked up or down to the value used in that financing round.
Equity investments in exchange for marketing or development rights do not constitute arms-length
transactions.

Venture investments that have an initial public offering shall be valued at a discount to the public
market value of the securities. The discount in each case is determined by appraisal, considering such
factors as market liquidity, time to freedom from restrictions, fundamental outlook for the company and
such other factors as are enumerated above that are deemed to be relevant. Private placements in public
companies are similarly priced at a discount to the public market generally until the restrictions on sale
of the security expire.

Other assets, which include cash, prepaid and accrued items, accounts receivable and income on
investments and from the sale of portfolio securities, are carried in accordance with generally accepted
accounting principles, as are all liabilities. Liabilities primarily include accrued expenses, sums owed for
securities purchased and dividends payable.

DIVIDENDS AND DISTRIBUTIONS

For federal income tax purposes, the Trust is required to distribute substantially all of its invest-
ment company taxable income for each year. Net capital gain (i.e,, the excess of net long-term capital
gain over net short-term capital loss), if any, may be distributed or may be retained at the discretion of
the Board. “Investment company taxable income,” as used herein, includes all interest and other ordinary
income earned by the Trust on its portfolio holdings and net short-term capital gains in excess of net
long-term capital losses, less the Trust’s expenses. See “Taxation — Distributions.”

If the Trust is precluded from making distributions on the Shares because of any applicable asset
coverage requirements, the terms of the Preferred Shares (if any) may provide that any amounts so pre-
cluded from being distributed, but required to be distributed for the Trust to meet the distribution re-
quirements for qualification as a regulated investment company for U.S. federal income tax purposes,
will be paid to the holders of the Preferred Shares as a special distribution. This distribution can be ex-
pected to decrease the amount that holders of Preferred Shares would be entitled to receive upon re-
demption or liquidation of the shares.

The Trust currently anticipates making distributions in cash to its shareholders of all or a portion
of its net investment income to Shareholders each month out of legally available funds. The Trust ex-
pects to declare the initial monthly dividend on the Trust’s Shares approximately 45 days after comple-
tion of this offering and to pay that initial quarterly dividend approximately 60 to 90 days after
completion of this offering, depending on market conditions. The Trust will pay Shareholders at least an-
nually all or substantially all of its net investment income after the payment of interest, fees or divi-
dends, if any, owed with respect to any forms of leverage utilized by the Trust.

The Trust intends to pay any capital gains distributions at least annually. The Trust has filed an ex-
emptive application seeking an exemptive order from the Commission under Section 19(b) of the Invest-
ment Company Act, which would permit the Trust to distribute long-term capital gains to Shareholders
more than once per year. There can be no assurance that the Commission will grant such relief.

The Trust’s monthly distribution policy and the basis for establishing the rate of its monthly distri-
butions may be changed at any time by the Board without Shareholder approval.

Various factors will affect the level of the Trust’s income, including the asset mix, the performance
of the companies represented in the Trust’s portfolio, and the Trust’s use of hedging and fluctuations in
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the rate of exchange between foreign currencies and the U.S. dollar to the extent the Trust has invested
in Foreign Securities.

Notices will be provided in accordance with Section 19(a) of the Investment Company Act.

DIVIDEND REINVESTMENT AND STOCK PURCHASE PLAN

Under the Dividend Reinvestment and Stock Purchase Plan, dividends and/or distributions to a
Shareholder will automatically be reinvested in additional Shares of the Trust. Each registered Share-
holder may elect to have dividends and distributions distributed in cash (i.e., “opt-out”) rather than par-
ticipate in the Dividend Reinvestment and Stock Purchase Plan. For any registered Shareholder that
does not so elect (each, a “Participant” and collectively, “Participants”), dividends and/or distributions on
such Shareholder’s Shares will be reinvested by Computershare Trust Company, N.A. (the “Plan Agent”),
as agent for Shareholders in additional Shares, as set forth below. Participation in the Dividend Reinvest-
ment and Stock Purchase Plan is completely voluntary, and may be terminated or resumed at any time
without penalty by internet, telephone or notice if received and processed by the Plan Agent prior to the
dividend record rate; otherwise such termination or resumption will be effective with respect to any sub-
sequently declared dividend or other distribution. Participants who hold their Shares through a broker or
other nominee and who wish to elect to receive any dividends and distributions in cash must contact
their broker or nominee. It is contemplated that the Fund will pay a monthly dividend or other distribu-
tion (herein, a “Dividend”).

The Plan Agent will open an account for each holder of Shares under the Dividend Reinvestment
and Stock Purchase Plan in the same name in which such holder of Shares is registered. Whenever the
Trust declares a Dividend payable in cash, non-participants in the Dividend Reinvestment and Stock
Purchase Plan will receive cash and Participants will receive the equivalent in Shares. The Shares will be
acquired by the Plan Agent for the Participants’ accounts, depending upon the circumstances described
below, either through (i) receipt of additional unissued but authorized Shares from the Trust (“Newly Is-
sued Shares”) or (ii) by purchase of outstanding Shares on the open market (“Open-Market Purchases”)
on the NYSE or elsewhere.

If, on the payment date for any Dividend, the net asset value (“NAV”) per Share is equal to or less
than the closing market price plus estimated per Share fees (which include any applicable brokerage
commissions the Plan Agent is required to pay) (such condition often referred to as a “premium”), the
Plan Agent will invest the Dividend amount in Newly Issued Shares on behalf of the Participants. The
number of Newly Issued Shares to be credited to each Participant’s account will be determined by divid-
ing the dollar amount of the Dividend by the NAV per Share on the payment date; provided that, if the
NAYV is less than or equal to 95% of the closing market value on the payment date, the dollar amount of
the Dividend will be divided by 95% of the closing market price per Share on the payment date. If, on the
payment date for any Dividend, the NAV per Share is greater than the closing market price per share
plus per Share fees (such condition referred to as a “market discount”), the Plan Agent will invest the
Dividend amount in Shares acquired on behalf of the Participants in Open-Market Purchases.

In the event of a market discount on the payment date for any Dividend, the Plan Agent (or Plan
Agent’s broker) will have until the last business day before the next date on which the Shares trade on an
“ex-dividend” basis or 30 days after the payment date for such Dividend, whichever is sooner (the “Last
Purchase Date”), to invest the Dividend amount in Shares acquired in Open-Market Purchases. Open-mar-
ket purchases may be made on any securities exchange where Shares are traded, in the over-the-counter
market or in negotiated transactions, and may be on such terms as to price, delivery and otherwise as the
Plan Agent shall determine. The per Share purchase price for Open-Market Purchases will be the
weighted average price of the Shares on the payment date. If, before the Plan Agent has completed its
Open-Market Purchases, the market price per Share exceeds the NAV per Share, the average per Share
purchase price paid by the Plan Agent may exceed the NAV of the Shares, resulting in the acquisition of
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fewer Shares than if the Dividend had been paid in Newly Issued Shares on the Dividend payment date.
Because of the foregoing difficulty with respect to Open-Market Purchases, the Dividend Reinvestment
and Stock Purchase Plan provides that if the Plan Agent is unable to invest the full Dividend amount in
Open-Market Purchases during the purchase period or if the market discount shifts to a market premium
during the purchase period, the Plan Agent may cease making Open-Market Purchases and may invest
the uninvested portion of the Dividend amount in Newly Issued Shares at the NAV per Share at the close
of business on the Last Purchase Date provided that, if the NAV is less than or equal to 95% of the then
current market price per Share; the dollar amount of the Dividend will be divided by 95% of the market
price on the payment date.

Each Participant can voluntarily purchase additional Shares at any time through the Plan Agent.
The Plan Agent will purchase additional Shares through Open-Market Purchases. The minimum
investment under this option is $50. To make an investment online, participants may log on to
www.computershare.com, in order to authorize recurring automatic monthly deductions from a U.S. bank
account or a one-time online bank debit from a U.S. bank account. Participants may also make optional
cash investments in Shares by sending a check in U.S. dollars and drawn against a U.S. bank to the Plan
Agent along with a completed transaction form appended to each statement received from the Plan
Agent. The Plan Agent will not accept cash, traveler’s checks, money orders or third party checks. The
Plan Agent will purchase whole and fractional Shares to equal each amount a Participant invests, less any
applicable fees. Each optional cash investment by check or one-time online bank debit will entail a trans-
action fee of $5.00 plus $0.05 per Share purchased. If funds are deducted monthly and automatically from
a U.S. bank account, for each debit the transaction fee is $2.50 plus $0.05 per Share purchased. Shares will
be purchased by the Plan Agent at least monthly. The transaction will occur within five (5) business days
after a Participant’s funds are received by the Plan Agent, assuming the applicable market is open for
trading. If due to unusual circumstances, the Plan Agent is unable to purchase Shares from optional cash
payments within 35 days, the Plan Agent will return such funds by check. If any Participant’s check for an
optional cash payment is returned unpaid for any reason, or an authorized electronic funds transfer is re-
jected, the Plan Agent will consider the request for the investment of such funds null and void. The Plan
Agent will immediately remove from the Participant’s Plan account those Shares, if any, purchased upon
the prior credit of such funds and will immediately sell such Shares. The Plan Agent will also sell any ad-
ditional Shares from the Participant’s Plan fee account as necessary to cover any costs, losses or fees. Par-
ticipants will be charged $25.00 for each returned check or rejected electronic funds transfer.

The Plan Agent maintains all Participants’ accounts in the Dividend Reinvestment and Stock Pur-
chase Plan and furnishes written confirmation of all transactions in the accounts, including information
needed by Participants for tax records. Shares in the account of each Participant will be held by the Plan
Agent on behalf of the Participant in book entry form in the Plan Agent’s name or the Plan Agent’s nomi-
nee. Each shareholder proxy will include those Shares purchased or received pursuant to the Dividend
Reinvestment and Stock Purchase Plan. The Plan Agent will forward all proxy solicitation materials to
Participants and vote proxies for Shares held under the Dividend Reinvestment and Stock Purchase Plan
in accordance with the instructions of the Participants.

In the case of shareholders such as banks, brokers or nominees which hold shares for others who are
the beneficial owners, the Plan Agent will administer the Dividend Reinvestment and Stock Purchase Plan
on the basis of the number of Shares certified from time to time by the record shareholder and held for the
account of beneficial owners who participate in the Dividend Reinvestment and Stock Purchase Plan.

Any stock dividends or split of Shares distributed by the Trust on Shares held by the Plan Agent
for Participants will be credited to their accounts. In the event that the Trust makes available to its stock-
holders rights to purchase additional Shares or other securities, the Shares held for each Participant un-
der the Plan will be added to other Shares held by the Participant in calculating the number of rights to
be issued to each Participant.
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The Plan Agent’s fees for the handling of the reinvestment of dividends and distributions will be
paid by the Trust. However, each Participant will pay a per Share (currently $0.05) fee incurred in connec-
tion with Open-Market Purchases. The automatic reinvestment of Dividends will not relieve Participants
of any federal, state or local income tax that may be payable (or required to be withheld) on such
dividend. If a Participant elects by telephone, internet or written notice to the Plan Agent to have the
Plan Agent sell all or a part of his or her Shares and remit the proceeds to the Participant, the Plan Agent
is authorized to deduct a $15 sales fee per trade and a per Share fee of $0.12 from such proceeds. All per
Share fees include any applicable brokerage commissions the Plan Agent is required to pay.

If a Participant elects by telephone, internet or written notice to the Plan Agent to have the Plan
Agent sell all or a part of his or her Shares and remit the proceeds to the Participant, the Plan Agent will
process all sale instructions received no later than five (5) business days after the date on which the or-
der is received. Such sale will be made through the Plan Agent’s broker on the relevant market and the
sale price will not be determined until such time as the broker completes the sale. In each case, the price
to each Participant shall be the weighted average sale price obtained by the Plan Agent’s broker net of
fees for each aggregate order placed by the Plan Agent and executed by the broker. To maximize cost
savings, the Plan Agent will seek to sell Shares in round lot transactions. For this purpose the Plan Agent
may combine a Participant’s Shares with those of other selling Participants.

Each Participant may terminate his or her account under the Plan by notifying the Plan Agent by
telephone, through the internet or in writing prior to the dividend record date. Such termination will be
effective immediately if received by the Plan Agent prior to any dividend or distribution record date; oth-
erwise such termination or resumption will be effective with respect to any subsequently declared divi-
dend or other distribution. Upon any withdrawal or termination, the Plan Agent will cause to be
delivered to each terminating Participant a statement of holdings for the appropriate number of the
Trust’s whole book-entry Shares and a check for the cash adjustment of any fractional share at the then
current market value per Share less any applicable fees.

The Trust reserves the right to amend or terminate the Plan upon notice in writing to each Partici-
pant at least 30 days prior to any record date for the payment of any dividend or distribution by the
Trust. Notice will be sent to Participants of any amendments as soon as practicable after such action by
the Trust.

All correspondence from a registered owner of Shares concerning the Dividend Reinvestment and
Stock Purchase Plan should be directed to the Plan Agent at Computershare Trust Company, N.A,
P.O. Box 30170, College Station, TX 77842-3170, with overnight correspondence being directed to the Plan
Agent at Computershare Trust Company, N.A, 211 Quality Circle, Suite 210, College Station, TX 77845; by
calling 1-800-426-5523; or through the Plan Agent’s website at www.computershare.com/investor. Partici-
pants who hold their Shares through a broker or other nominee should direct correspondence or questions
concerning the Dividend Reinvestment and Stock Purchase Plan to their broker or nominee.

TAXATION

The following discussion is based upon the advice of Dechert LLP, counsel for the Trust, and is a
general summary of the principal U.S. federal income tax considerations regarding an investment in the
Trust. The discussion is based on laws, regulations, rulings and decisions currently in effect, all of which
are subject to change (possibly with retroactive effect) or different interpretations. The discussion below
does not purport to deal with all of the federal income tax consequences applicable to the Trust, or to all
categories of investors, some of which may be subject to special rules. Each prospective shareholder is
urged to consult with his or her own tax adviser with respect to the specific federal, state, local, foreign
and other tax consequences of investing in Shares of the Trust.
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Taxation of the Trust

The Trust intends to qualify and elect to be treated each taxable year as a regulated investment
company (“RIC”) under the Code. The principal federal income tax benefits of qualifying as a RIC, as
compared to an ordinary taxable corporation, are that a RIC generally is not itself subject to federal in-
come tax on ordinary investment income and net capital gains that are currently distributed to its share-
holders, and that the character of long-term capital gains which are recognized and properly designated
by a RIC flows through to its shareholders, who receive (or are deemed to receive) distributions of such
income. However, the Trust would be subject to corporate income tax (currently at a maximum marginal
rate of 35%) on any undistributed income.

Distributions

Dividends paid from investment company taxable income generally will be taxable to shareholders
as ordinary income whether paid in cash or reinvested in the Trust’s Shares. The Trust intends to distrib-
ute to its shareholders substantially all of its investment company taxable income, if any, for each year. It
is anticipated that the Trust’s income distributions will be paid monthly in cash.

A portion of the dividends paid by the Trust may be treated as “qualified dividend income” which
is taxable to individuals at the same rates that are applicable to long-term capital gains. A Trust distribu-
tion is treated as qualified dividend income to the extent that the Trust receives dividend income from
taxable domestic corporations and certain qualified foreign corporations, provided that certain holding
period and other requirements are met. Trust distributions generally will not qualify as qualified divi-
dend income to the extent attributable to interest, capital gains, REIT distributions and certain distribu-
tions from non-U.S. corporations.

If a portion of the Trust’s income consists of dividends paid by U.S. corporations, a portion of the
dividends paid by the Trust may be eligible for the corporate dividends-received deduction.

Distributions of the excess, if any, of net long-term capital gains over net short-term capital losses
designated by the Trust as capital gain dividends will be taxable to shareholders as long-term capital
gains, whether paid in cash or reinvested in the Trust’s Shares, regardless of how long the shareholders
have held the Trust’s Shares, and will not be eligible for the dividends received deduction for
corporations.

Each year, Shareholders will be notified as to the amount and federal tax status of all dividends and
capital gains paid during the prior year. Such dividends and capital gains may also be subject to state or
local taxes. Dividends declared in October, November, or December with a record date in such month
and paid during the following January will be treated as having been paid by the Trust and received by
Shareholders on December 31 of the calendar year in which declared, rather than the calendar year in
which the dividends are actually received.

Sale of Shares

Gain or loss realized upon the sale or exchange of Shares will be a capital gain or loss if the Shares
are capital assets in the Shareholder’s hands and generally will be long-term or short-term, depending
upon the Shareholder’s holding period for the Shares. You should be aware that any loss realized upon
the sale or exchange of Shares held for six months or less will be treated as a long-term capital loss to
the extent of any distributions or deemed distributions of long-term capital gain to the Shareholder with
respect to such Shares. In addition, any loss realized on a sale or exchange of Shares will be disallowed
to the extent the Shares disposed of are replaced within a period of 61 days beginning 30 days before
and ending 30 days after the Shares are disposed of, such as pursuant to the Plan. In such case, the basis
of Shares acquired will be adjusted to reflect the disallowed loss.
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An additional 3.8% Medicare tax is imposed on certain net investment income (including ordinary
dividends and capital gain distributions received from the Trust and net gains from redemptions or
other taxable dispositions of Trust shares) of U.S. individuals, and undistributed net investment income
of estates and trusts to the extent that such person’s “modified adjusted gross income” (in the case of an
individual) or “adjusted gross income” (in the case of an estate or trust) exceeds certain threshold

amounts.

If a Shareholder has not furnished a certified correct taxpayer identification number (generally a
Social Security number) and has not certified that withholding does not apply, or if the Internal Revenue
Service has notified the Trust that the taxpayer identification number listed on the account is incorrect
according to their records or that the Shareholder is subject to backup withholding, federal law generally
requires the Trust to withhold 28% from any dividends and/or redemptions (including exchange redemp-
tions). Amounts withheld are applied to federal tax liability; a refund may be obtained from the Service if
withholding results in overpayment of taxes. Federal law also requires the Trust to withhold up to 30% or
the applicable tax treaty rate from ordinary dividends paid to certain nonresident alien and other non-
U.S. shareholder accounts.

This is a brief summary of some of the tax laws that affect an investment in the Trust. Moreover,
the foregoing does not address the many factors that may determine whether an investor will be liable
for the federal alternative minimum tax. Please see the SAI and a tax adviser for further information.

CUSTODIAN, ADMINISTRATOR, TRANSFER AGENT, DIVIDEND
DISBURSING AGENT AND REGISTRAR

The Trust’s securities and cash are held under a custodian contract by State Street Bank and Trust
Company (the “Custodian”), whose principal business address is One Lincoln Street, Boston, MA 02111.
The Custodian also performs certain accounting related functions for the Trust, including calculation of
NAV and net income.

State Street Bank and Trust Company (the “Administrator”) also serves as administrator to the
Trust pursuant to an administration agreement between the Administrator and the Trust (the “Adminis-
tration Agreement”). Under the Administration Agreement the Trust’s assets are combined with assets of
HQL and HQH. The combined assets are charged fees computed and payable monthly at an annual rate
of: 3.40% of the Trust’s average monthly net assets on assets up to $150 million; 2.40% of the Trust’s aver-
age monthly net assets on assets up to $150 million, and 1.40% of the Trust’s average monthly net assets
on assets in excess of $300 million, with a minimum fee of $77,500 per year. The Administrative Agree-
ment also covers administrative costs including out-of-pocket expenses incurred in the ordinary course
of providing services under the Administration Agreement.

Computershare Inc. serves as Dividend Disbursing Agent for the Trust. Computershare Trust Com-
pany, N.A,, a fully owned subsidiary of Computershare Inc,, serves as (1) the Plan Agent for the Trust’s Divi-
dend Reinvestment Plan and (2) the Transfer Agent and Registrar for Shares of the Trust. Computershare
Trust Company, N.A. and Computershare Inc. have their principal business at 250 Royall Street, Canton,
MA o2021.

INVESTOR SUPPORT SERVICES

The Trust has retained Destra to provide investor support services in connection with the ongoing
operation of the Trust. Such services include providing ongoing contact with respect to the Trust and its
performance with financial advisors that are representatives of financial intermediaries, communicating
with the NYSE specialist for the Shares, and with the closed-end fund analyst community regarding the
Trust on a regular basis, and hosting and maintaining a website for the Trust. The Trust will pay Destra a
services fee in an annual amount equal to (i) 0.12% of the average aggregate daily value of the Trust’s
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Managed Assets from the closing through the first anniversary of the closing and (ii) 0.10% of the aver-
age aggregate daily value of the Trust’s Managed Assets from the date immediately following such first
anniversary through the remaining term of the investor support services agreement. The investor sup-
port services agreement will be in effect for a period of two years from the closing and will continue for
successive one year periods unless either party to the agreement provides written notice to the other
party at least 30 days prior to the end of the applicable period.
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UNDERWRITING

Wells Fargo Securities, LLC, Morgan Stanley & Co. LLC, UBS Securities LLC, Raymond James &
Associates, Inc. and Ameriprise Financial Services, Inc. are acting as the representatives of the Under-
writers named below. Subject to the terms and conditions stated in the underwriting agreement dated
the date of this prospectus, each Underwriter named below has agreed to purchase, and the Trust has
agreed to sell to that Underwriter, the number of Shares set forth opposite the Underwriter’s name.

Number of

Underwriter Shares
Wells Fargo Securities, LLC ... ..ttt et e e e 5,325,000
Morgan Stanley & Co. LLC ... oottt e 12,660,000
UBS Securities LLC .. 2,713,000
Raymond James & Associates, INC. ...ttt 4,500,000
Ameriprise Financial Services, INC. . ... ...ttt 3,350,000
Oppenheimer & Co. INC. ...t 1,260,000
RBC Capital Markets, LLC ... ..ottt e e e e e 1,230,000
D.A. Davidson & Co. oot 800,000
Sterne, Agee & Leach, Inc. ... .. i 800,000
Wedbush SecUrities INC. ...ttt e 745,000
BB&T Capital Markets, a division of BB&T Securities, LLC ................ccoiiiin... 400,000
Comerica Securities, INnc. ... 390,000
Henley & Company LLC ...ttt e 185,000
J.J.B. Hilliard, W.L. Lyons, LLC . ...ttt e e e e e e 420,000
Janney Montgomery Scott LLC ... 433,000
Ladenburg Thalmann & Co. Inc. .. ..ottt e 435,000
Newbridge Securities COrporation .. ..........ouutouteont et i 65,000
Pershing LLC .. .o 785,000
Southwest SeCUTILIES, INC. « v vttt et e e e e e e e 151,000
StockCross Financial Services, INC. ..ottt e 455,000
Wunderlich Securities, INC. ..ottt e 290,000
B.C. Ziegler & COmMPAIY .. ..iutttt ettt et e e 255,050
Aegis Capital Corp. .ottt 14,200
ANdrew Garrett, INC. ...ttt 12,900
Bernard Herold & Co., TG .« v v vttt 72,300
Capitol Securities Management Incorporated ..............c.iiiiiiiiiiireaiieannean.. 70,800
City Securities COTpPOTAtION . ...ttt ettt et e et e e et e 25,500
Dawson James Securities, Inc . ... .o 43,350
DINoSaUr SECUTITIOS .o\ttt ittt e e e 48,500
Dominick & Dominick LLC ...ttt e e 54,100
Feltl and Company .. .....uiinii ittt e e e 78,750
Gilford Securities Incorporated .. .......oouiiintt i 2,500
Huntleigh Securities Corporation ... ......o.uiuttot et e e e 46,700
J.P. Turner & Company, L.L.C. ... 125,000
Joseph Gunnar & Co. LLC ... .t e 12,750
JVB Financial Group, LLC ... .ot e 127,000
MLV & Co. L e 42,500
Revere Securities Corp. ottt e e e e e 10,200
Source Capital Group, INC. ... ut ittt e e e 31,900
Westminster Financial Securities, INC. . ...ttt 34,000
Total o 38,500,000
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The underwriting agreement provides that the obligations of the Underwriters to purchase the
Shares included in this offering are subject to approval of legal matters by counsel and to other condi-
tions. The Underwriters are obligated to purchase all the Shares (other than those covered by the
over-allotment option described below) shown above if any of the Shares are purchased.

The Underwriters propose to offer some of the Shares directly to the public at the public offering
price set forth on the cover page of this prospectus and some of the Shares to dealers at the public offer-
ing price less a concession not to exceed $0.60 per Share. The sales load the investors in the Trust will pay
of $0.90 per Share is equal to 4.5% of the initial offering price. If all of the Shares are not sold at the initial
offering price, the representatives may change the public offering price and other selling terms. Investors
must pay for any Shares purchased on or before July 31, 2014. The representatives have advised the Trust
that the Underwriters do not intend to confirm any sales to any accounts over which they exercise discre-
tionary authority.

At the Trust’s request, the Underwriters will make available Shares for sale in this public offering to
employees of the Investment Adviser and one or more members of the Board of Trustees of the Trust at
the offering price of $20.00 per Share.

Additional Compensation to be Paid by the Investment Adviser

The Investment Adviser (and not the Trust) has agreed to pay to each of Wells Fargo Securities,
LLC, Morgan Stanley & Co. LLC, UBS Securities LLC, Raymond James & Associates, Inc., Ameriprise Fi-
nancial Services, Inc. and RBC Capital Markets, LLC from its own assets, a structuring fee for advice re-
lating to the structure, design and organization of the Trust as well as services related to the sale and
distribution of the Shares in the amount of $5,900,425.32, $4,286,647.44, $1,185,755.76, $1,741,500.00,
$1,046,041.29 and $355,000.00, respectively. If the over-allotment option is not exercised, the structuring
fees paid to Wells Fargo Securities, LLC, Morgan Stanley & Co. LLC, UBS Securities LLC, Raymond
James & Associates, Inc., Ameriprise Financial Services, Inc. and RBC Capital Markets, LLC will not ex-
ceed 0.7663%, 0.5567%, 0.1540%, 0.2262%, 0.1358% and 0.0461%, respectively, of the total public offering
price.

The Investment Adviser (and not the Trust) has agreed to pay to each of Oppenheimer & Co. Inc,,
D.A. Davidson & Co., Wedbush Securities Inc., Janney Montgomery Scott LLC and Pershing LLC from its
own assets, a sales incentive fee related to the sale and distribution of the Shares in the amount of
$363,750.00, $225,000.00, $215,000.00, $100,000.00 and $181,601.40, respectively. If the over-allotment op-
tion is not exercised, the sales incentive fees paid to Oppenheimer & Co. Inc., D.A. Davidson & Co., Wed-
bush Securities Inc., Janney Montgomery Scott LLC and Pershing LLC will not exceed 0.0472%, 0.0292%,
0.0279%, 0.0130% and 0.0236%, respectively, of the total public offering price.

The amount of these structuring fees and sales incentive fees are calculated based on the total re-
spective sales of Shares by these Underwriters, including those Shares included in the Underwriters’
overallotment option, and will be paid regardless of whether some or all of the overallotment option is
exercised.

The Investment Adviser has entered into a distribution agreement with Destra under which De-
stra provides assistance to the Adviser with respect to distribution of the Shares. The fees and reim-
bursement of expenses due pursuant to this distribution agreement will be paid exclusively by the
Investment Adviser (and not the Trust). The Investment Adviser has agreed to compensate Destra, in-
cluding reimbursement of expenses, in the amount of up to $2,113,253.55. If the over-allotment option is
not exercised, the compensation paid to Destra will not exceed 0.2744% of the total public offering
price. Destra is a registered broker-dealer and a member of the Financial Industry Regulatory Author-
ity, Inc. (“FINRA”) and may be deemed an “underwriter” for purposes of this offering under the 1933
Act, although Destra will not purchase or resell any of the Shares in connection with the offering.
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The Trust has agreed to pay expenses related to the reasonable fees and disbursements of counsel
to the Underwriters in connection with the review by FINRA of the terms of the sale of the Shares, the fil-
ing fees incident to the filing of marketing materials with FINRA and the transportation and other ex-
penses incurred by the Underwriters in connection with presentations to prospective purchasers of the
Shares, Such expenses will not exceed $20,000 in the aggregate.

Total underwriting compensation determined in accordance with FINRA rules is summarized as
follows. The sales load of $0.90 per Share is equal to 4.5% of the public offering price of the Shares. The
total amount of the Underwriters’ additional compensation payments by the Investment Adviser de-
scribed above will not exceed 2.0261% of the total public offering price of the Shares offered hereby. The
sum total of all compensation to the Underwriters in connection with this public offering of the Shares,
including the sales load and all forms of additional compensation or structuring or sales incentive fee
payments, if any, to the Underwriters, the payments to Destra pursuant to the distribution agreement
and other expenses (including reimbursed expenses), will be limited to not more than 6.803% of the total
public offering price of the Shares sold in this offering.

The Trust has granted to the Underwriters an option, exercisable for 45 days from the date of this
prospectus, to purchase up to 5,775,000 additional Shares at the public offering price less the sales load.
The Underwriters may exercise the option solely for the purpose of covering over-allotments, if any, in
connection with this offering. To the extent such option is exercised, each Underwriter must purchase a
number of additional Shares approximately proportionate to that Underwriter’s initial purchase
commitment.

The Trust and the Investment Adviser have agreed, for a period of 180 days from the date of this
prospectus, that they will not, without the prior written consent of Wells Fargo Securities, LLC, Morgan
Stanley & Co. LLC, UBS Securities LLC, Raymond James & Associates, Inc. and Ameriprise Financial
Services, Inc., on behalf of the Underwriters, with certain exceptions, dispose of or hedge any Shares or
any securities convertible into or exchangeable for Shares, provided that the Trust may issue Shares pur-
suant to the Trust’s Plan.

To meet the NYSE distribution requirements for trading, the Underwriters have undertaken to sell
Shares in a manner such that shares are held by a minimum of 400 beneficial owners in lots of 100 or
more, the minimum stock price will be at least $4.00 at the time of listing on the NYSE, at least 1,100,000
Shares will be publicly held in the United States and the aggregate market value of publicly held shares
in the United States will be at least $60 million. The Shares have been approved for listing on the New
York Stock Exchange. The trading or “ticker” symbol is “THQ.”

The following table shows the sales load that investors in the Trust will pay to the Underwriters in
connection with this offering. These amounts are shown assuming both no exercise and full exercise of
the Underwriters’ option to purchase additional Shares.

No Exercise Full Exercise

Per Share ... $ 0.90 $ 0.90
Total o $34,650,000 $39,847,500

The Trust and the Investment Adviser have agreed to indemnify the Underwriters against certain
liabilities, including liabilities under the 1933 Act, or to contribute to payments the Underwriters may be
required to make because of any of those liabilities.

Certain Underwriters may make a market in Shares after trading in Shares has commenced on the
NYSE. No Underwriter is, however, obligated to conduct market-making activities and any such activi-
ties may be discontinued at any time without notice, at the sole discretion of the Underwriters. No
assurance can be given as to the liquidity of, or the trading market for, the Shares as a result of any mar-
ket-making activities undertaken by any Underwriter. This prospectus is to be used by any Underwriter
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in connection with the offering and, during the period in which a prospectus must be delivered, with
offers and sales of the Shares in market-making transactions in the over-the-counter market at negoti-
ated prices related to prevailing market prices at the time of the sale.

In connection with the offering, Wells Fargo Securities, LLC, on behalf of themselves and the other
Underwriters, may purchase and sell the Shares in the open market. These transactions may include
short sales, syndicate covering transactions and stabilizing transactions. Short sales involve syndicate
sales of Shares in excess of the number of Shares to be purchased by the Underwriters in the offering,
which creates a syndicate short position. “Covered” short sales are sales of Shares made in an amount up
to the number of Shares represented by the Underwriters’ over-allotment option. In determining the
source of Shares to close out the covered syndicate short position, the Underwriters will consider, among
other things, the price of the Shares available for purchase in the open market as compared to the price
at which they may purchase Shares through the over-allotment option.

Transactions to close out the covered syndicate short position involve either purchases of Shares in
the open market after the distribution has been completed or the exercise of the over-allotment option.
The Underwriters may also make “naked” short sales of the Shares in excess of the over-allotment option.
The Underwriters must close out any naked short position by purchasing Shares in the open market. A
naked short position is more likely to be created if the Underwriters are concerned that there may be
downward pressure on the price of the Shares in the open market after pricing that could adversely af-
fect investors who purchase in the offering. Stabilizing transactions consist of bids for or purchases of
Shares in the open market while the offering is in progress.

The Underwriters may impose a penalty bid. Penalty bids allow the underwriting syndicate to re-
claim selling concessions allowed to an Underwriter or a dealer for distributing Shares in this offering if
the syndicate repurchases Shares to cover syndicate short positions or to stabilize the purchase price of
the Shares.

Any of these activities may have the effect of preventing or retarding a decline in the market price
of the Shares. They may also cause the price of the Shares to be higher than the price that would other-
wise exist in the open market in the absence of these transactions. The Underwriters may conduct these
transactions on the NYSE or in the over-the-counter market, or otherwise. If the Underwriters commence
any of these transactions, they may discontinue them at any time.

A prospectus in electronic format may be made available on the websites maintained by one or
more of the Underwriters. Other than this prospectus in electronic format, the information on any such
Underwriter’s website is not part of this prospectus. The representatives may agree to allocate a number
of Shares to Underwriters for sale to their online brokerage account holders. The representatives will al-
locate Shares to Underwriters that may make internet distributions on the same basis as other alloca-
tions. In addition, Shares may be sold by the Underwriters to securities dealers who resell Shares to
online brokerage account holders.

The Trust anticipates that, from time to time, certain Underwriters may act as brokers or dealers in
connection with the execution of the Trust’s portfolio transactions after they have ceased to be Under-
writers and, subject to certain restrictions, may act as brokers while they are Underwriters.

Certain Underwriters and their affiliates may, from time to time, engage in transactions with or per-
form investment banking, securities trading, hedging, commercial lending and advisory services for the
Trust and the Investment Adviser and their affiliates in the ordinary course of business, for which such
Underwriters have received, and may expect to receive, customary fees and expenses.

Prior to the public offering of the Shares, the Investment Adviser purchased Shares from the Trust
in an amount satisfying the net worth requirements of Section 14(a) of the 1940 Act. As of the date of this
prospectus, the Investment Adviser owned 100% of the outstanding Shares. The Investment Adviser may
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be deemed to control the Trust until such time as it owns less than 25% of the outstanding Shares, which
is expected to occur as of the completion of the offering of the Shares.

The principal business address of Wells Fargo Securities, LLC is 550 South Tryon Street, Charlotte,
North Carolina 28202. The principal business address of Morgan Stanley & Co. LLC is 1585 Broadway,
New York, New York 10036. The principal business address of UBS Securities LLC is 299 Park Avenue,
New York, New York 10171. The principal business address of Raymond James & Associates, Inc. is
880 Carillon Parkway, St. Petersburg, Florida 33716. The principal business address of Ameriprise Finan-
cial Services, Inc. is 369 Ameriprise Financial Center, Minneapolis, Minnesota 55474.

LEGAL MATTERS

Certain legal matters in connection with the Shares will be passed upon for the Trust by Dechert
LLP, One International Place, 40th Floor, 100 Oliver Street, Boston, MA 02110 and for the Underwriters
by Clifford Chance US LLP, 31 West 52nd Street, New York, NY 10019.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Deloitte & Touche LLP is the independent registered public accounting firm for the Trust and will
audit the Trust’s financial statements.

ADDITIONAL INFORMATION

The Trust is subject to the informational requirements of the Securities Exchange Act of 1934, as
amended, and the Investment Company Act and in accordance therewith is required to file reports, proxy
statements and other information with the Commission. Any such reports, proxy statements and other
information filed by the Trust can be inspected and copied (at prescribed rates) at the Commission’s
Public Reference Section, Washington, D.C. 20549-1520.

This prospectus constitutes a part of a registration statement on Form N-2 (together with the SAI
and all the exhibits and appendices thereto, the “Registration Statement”) filed by the Trust with the
Commission under the Securities Act and the Investment Company Act. This prospectus and the SAI do
not contain all of the information set forth in the Registration Statement. Reference is hereby made to
the Registration Statement and related exhibits for further information with respect to the Trust and the
Shares offered hereby. Statements contained herein concerning the provisions of documents are neces-
sarily summaries of such documents, and each statement is qualified in its entirety by reference to the
copy of the applicable document filed with the Commission.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus constitute forward-looking statements, which involve known
and unknown risks, uncertainties and other factors that may cause the actual results, levels of activity,
performance or achievements of the Trust to be materially different from any future results, levels of ac-
tivity, performance or achievements expressed or implied by such forward-looking statements. Such fac-
tors include, among others, those listed under “Risk Factors” and elsewhere in this prospectus. As a
result of the foregoing and other factors, no assurance can be given as to the future results, levels of ac-
tivity or achievements, and neither the Trust nor any other person assumes responsibility for the accu-
racy and completeness of such statements. To the extent required by law, the Trust undertakes to
supplement this prospectus to reflect any material changes to the Trust after the date of this prospectus.
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38,500,000 Shares

Tekla Healthcare Opportunities Fund

Common Shares
$20.00 per Share

PROSPECTUS
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Until August 22, 2014 (25 days after the date of this prospectus), all dealers that buy, sell or trade the
Shares, whether or not participating in the offering, may be required to deliver a prospectus. This delivery
requirement is in addition to the dealers’ obligation to deliver a prospectus when acting as underwriters
and with respect to their unsold allotments or subscriptions.
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