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As filed with the Securities and Exchange Commission on January 28, 2013
File Nos. 333-182743

811-22720

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form N-1A

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933 T

Pre-Effective Amendment No.

Post-Effective Amendment No. 3

and

REGISTRATION STATEMENT UNDER THE INVESTMENT COMPANY ACT OF 1940 T

Amendment No. 5

KKR Series Trust
(Exact name of Registrant as Specified in Charter)

555 California Street
50th Floor

San Francisco, California 94104
(Address of Principal Executive Offices) (Zip Code)

Registrant�s Telephone Number, including area code:
(415) 315-3620

Name and address of agent for service:
Nicole J. Macarchuk, Esq.

KKR Asset Management LLC
555 California Street

50th Floor
San Francisco, California 94104

COPY TO:

Allison M. Fumai, Esq.
Richard Horowitz, Esq.
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Kenneth E. Young, Esq.
Dechert LLP

1095 Avenue of the Americas
New York, NY 10036

Approximate Date of Proposed Public Offering: As soon as practicable after the effective date of this registration statement.

It is proposed that this filing will become effective (check appropriate box):

o Immediately upon filing pursuant to paragraph (b)
o On (date) pursuant to paragraph (b)
x 60 days after filing pursuant to paragraph (a)(1)
o On (date) pursuant to paragraph (a)(1)
o 75 days after filing pursuant to paragraph (a)(2)
o On (date) pursuant to paragraph (a)(2) of Rule 485

If appropriate, check the following box:

o This post-effective amendment designates a new effective date for a previously filed post-effective amendment.

PROSPECTUS

KKR Alternative High Yield Fund
Investor Class Shares

KHYZX

Institutional Class Shares

KHYLX

KKR Class Shares

KHYKX

January [ ], 2013

The Securities and Exchange Commission has not approved or disapproved these securities or passed upon the adequacy of this Prospectus. Any
representation to the contrary is a criminal offense.
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SUMMARY INFORMATION
KKR Alternative High Yield Fund

Investment Objective

KKR Alternative High Yield Fund (the "Fund") seeks to generate an attractive total return consisting of a high level of current income and capital
appreciation.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may pay if you buy and hold shares of the Fund.

Shareholder Fees

(fees paid directly from your investment)

Investor
Class

Institutional
Class

KKR
Class

Maximum Sales Charge (Load) Imposed on

Purchases (as a percentage of offering price) None None None

Maximum Deferred Sales Charge (Load)

(as a percentage of the lower of the

original purchase price or redemption price) None None None

Redemption Fee (as a percentage of amount

redeemed on shares held 30 days or less) 2.00 % 2.00 % 2.00 %

Annual Fund Operating Expenses

(expenses that you pay each year as a

percentage of the value of your investment)

Investor
Class

Institutional
Class

KKR
Class

Advisory Fees 0.65 % 0.65 % 0.65 %

Distribution and/or Service (12b-1) Fees 0.25 % N/A N/A

Other Expenses
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Shareholder Servicing Fees N/A 0.10 % N/A

All Other Expenses(1) 0.41 % 0.41 % 0.41 %

Total Other Expenses 0.41 % 0.51 % 0.41 %

Total Annual Fund Operating Expenses 1.31 % 1.16 % 1.06 %

(1) "All Other Expenses" are based on estimated amounts for the current fiscal year.

3

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other mutual funds.

The Example assumes that you invest $10,000 in the Fund for the time periods indicated and then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5% return each year and that the Fund's operating expenses remain the same. Although your
actual costs may be higher or lower, based on these assumptions your costs would be:

1 year 3 years

Investor Class $ 133 $ 415

Institutional

Class $ 118 $ 368

KKR Class $ 108 $ 337

The Example should not be considered a representation of past or future expenses, as actual expenses may be greater or lower than those shown.

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or "turns over") its portfolio. A higher portfolio turnover rate
may indicate higher transaction costs and may result in higher taxes to shareholders when Fund shares are held in a taxable account. These costs, which
are not reflected in Annual Fund Operating Expenses or in the example, affect the Fund's performance. During the most recent fiscal year, the Fund's
portfolio turnover rate was 0.64% of the average value of its portfolio.

Principal Investment Strategies of the Fund

The Fund seeks to achieve its investment objective by investing in a portfolio of fixed-income investments. Under normal market conditions, the Fund
will invest at least 80% of its net assets, including any borrowings for investment purposes, in corporate fixed-income instruments that are rated below
investment grade ("high yield" or "junk") by a nationally recognized statistical rating organization or are unrated but deemed by KKR Asset
Management LLC, the Fund's investment adviser (the "Adviser"), to be of comparable quality. These fixed-income instruments may include high yield
bonds, notes, debentures, convertible securities, preferred stock and loans.

The Adviser seeks to identify investment opportunities with the potential for attractive risk-adjusted returns by employing a rigorous, fundamentals-
based due diligence process that leverages the expertise and experience of its fixed-income investment professionals and portfolio managers who focus
extensively on fixed-income investing within the Adviser. The Adviser's due diligence process focuses on the preservation of capital within the Fund's
portfolio and facilitates the identification of opportunistic, short-term tactical investment opportunities by the Fund as the Adviser seeks to identify and
capture discounts or premiums over purchase price in response to changes in market environments and credit events.

The Adviser currently anticipates that the majority of the Fund's investments will be in fixed-income instruments issued by U.S. companies, but the
Fund may, from time to time, be invested outside the United States, including investments in issuers located in emerging markets. Such obligations
may be U.S. dollar-denominated as well as non-U.S. dollar-denominated, subject to the limitation that the Fund will not invest more than 30% of its
total assets in non-U.S. dollar-denominated securities or instruments issued by non-U.S. issuers that are not publicly traded in the United States. The
Fund may invest in fixed-income instruments without regard to their maturity.
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The Fund may also invest in loan participations. The Fund may seek to obtain market exposure to the securities and instruments in which it invests by
investing in exchange-traded funds ("ETFs") and may invest in various types of derivatives, including swaps, futures and options, and structured
products in pursuing its investment objective or for hedging purposes. Derivative instruments used by the Fund will be counted towards the 80%
investment policy discussed above to the extent they have economic characteristics similar to the securities included within that policy.

The Fund is "non-diversified" for purposes of the Investment Company Act of 1940, as amended (the "1940 Act").

Principal Risks of Investing in the Fund

You may lose money by investing in the Fund, including the possibility that you may lose all of your investment. An investment in the Fund is not a
deposit in a bank and is not insured or guaranteed by the U.S. Federal Deposit Insurance Corporation ("FDIC") or any other governmental agency.

Market Risk. The value of the securities and instruments in the Fund's portfolio may fluctuate, sometimes rapidly and unpredictably. At any point in
time, an investment in the Fund may be worth less than the original amount invested, even after taking into account distributions paid by the Fund and
the ability of shareholders to reinvest dividends.

Fixed-Income Instruments Risk. The prices of fixed-income instruments respond to economic developments, particularly interest rate changes, changes
in the general level of spreads, and changes in the actual or perceived creditworthiness of the issuer of the fixed-income instrument. If interest rates
increase, then the price of fixed-rate fixed-income instruments will generally decrease. Fixed-income instruments with longer terms to maturity or
duration are subject to greater volatility than investments in shorter-term obligations. The obligor of a fixed-income instrument may not be able or
willing to pay interest or to repay principal when due in accordance with the terms of the associated agreement.

Inflation Risk. The market price of fixed-income investments generally falls as inflation increases because the purchasing power of the future income
and repaid principal is expected to be worth less when received by the Fund. Fixed-income investments that pay a fixed rather than variable interest
rate are especially vulnerable to inflation risk because variable-rate securities may be able to participate, over the long term, in rising interest rates
which have historically corresponded with long-term inflationary trends. Most high yield investments pay a fixed rate of interest and are therefore
vulnerable to inflation risk.

High Yield Securities Risk. High yield securities carry a greater degree of risk and are considered speculative by the major credit rating agencies. High
yield securities may be issued by companies that are restructuring, are smaller and less creditworthy, or are more highly indebted than other companies.
This means that they may have more difficulty making scheduled payments of principal and interest. High yield securities have greater volatility than
investment grade securities because there is less certainty that principal and interest payments will be made as scheduled. The Fund's investments in
high yield securities expose it to a substantial degree of credit risk and interest rate risk. These investments are considered speculative under traditional
investment standards. Prices of high yield securities will rise and fall in response to actual or perceived changes in the issuer's financial health and
changes in market interest rates. High yield securities may experience reduced liquidity and sudden and substantial decreases in price.

Loan Risk. The risks associated with investing in loans are similar to the risks of investing in high yield securities. If a borrower under a loan defaults,
becomes insolvent or goes into bankruptcy, the Fund may recover only a fraction of what is owed on the loan, or nothing at all. Collateral used to
secure loans may not be able to be readily
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liquidated or the liquidation of such collateral may not satisfy the borrower's obligation in the event of non-payment of scheduled interest or principal.
Unsecured loans have lower priority in right of payment to any higher ranking obligations of the borrower and are not backed by a security interest in
any specific collateral, they are subject to additional risk that the cash flow of the borrower and available assets may be insufficient to meet scheduled
payments after giving effect to any higher ranking obligations of the borrower. Unsecured loans generally have greater price volatility than secured
loans and may be less liquid.

Convertible Securities Risk. The investment value of a convertible security is influenced by changes in interest rates, with investment value declining
as interest rates increase and increasing as interest rates decline by the credit standing of the issuer and other factors. If a convertible security held by
the Fund is called for redemption, the Fund will be required to permit the issuer to redeem the security, convert it into the underlying common stock or
sell it to a third party, which may adversely affect the Fund.
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Derivatives Risk. The Fund's derivative investments have risks, including the imperfect correlation between the value of such instruments and the
underlying assets of the Fund, which creates the possibility that the loss on such instruments may be greater than the gain in the value of the underlying
assets in the Fund's portfolio; the loss of principal; the possible default of the other party to the transaction; and illiquidity of the derivative investments.
If a counterparty becomes bankrupt or otherwise fails to perform its obligations under a derivative contract due to financial difficulties, the Fund may
experience significant delays in obtaining any recovery under the derivative contract in a bankruptcy or other reorganization proceeding. Certain
derivatives may give rise to a form of leverage. Leverage magnifies the potential for gain and the risk of loss.

Structured Products Risk. Holders of structured products bear risks of the underlying investments, index or reference obligation and are subject to
issuer repayment or counterparty risk. Certain structured products may be thinly traded or have a limited trading market and as a result may be
characterized by the Fund as illiquid securities.

Liquidity Risk. Illiquid and restricted securities may be difficult to dispose of at a fair price at times when the Fund believes it is desirable to do so. The
market price of illiquid and restricted securities generally is more volatile than that of more liquid securities, which may adversely affect the price that
the Fund pays for or recovers upon the sale of such securities. Illiquid and restricted securities are also more difficult to value, especially in challenging
markets.

ETF Risk. ETF shareholders are generally subject to the same risks as holders of the underlying securities in the ETF's portfolio. The Fund will bear,
along with other shareholders, its pro rata portion of the ETF's expenses, including management fees. In sharing their proportionate share of the Fund's
expenses, Fund shareholders may also indirectly bear similar expenses of an ETF.

Non-U.S. Securities Risk. Investments in securities or other instruments of non-U.S. issuers involve certain risks not involved in domestic investments
and may experience more rapid and extreme changes in value than investments in securities of U.S. companies. Financial markets in foreign countries
often are not as developed, efficient or liquid as financial markets in the United States, and therefore, the prices of non-U.S. securities and instruments
can be more volatile. In addition, the Fund will be subject to risks associated with adverse political and economic developments in foreign countries.
Generally, there is less readily available and reliable information about non-U.S. issuers due to less rigorous disclosure or accounting standards and
regulatory practices. The foreign securities in which the Fund may invest may be issued by companies or governments located in emerging market
countries. Investing in the securities of issuers operating in emerging markets involves a high degree of risk and special considerations not typically
associated with investing in the securities of other foreign or U.S. issuers.
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Foreign Currency Risk. Changes in foreign currency exchange rates may affect the value of securities in the Fund and the unrealized appreciation or
depreciation of investments. Currencies of certain countries may be volatile and therefore may affect the value of securities denominated in such
currencies, which means that the Fund's net asset value ("NAV") could decline as a result of changes in the exchange rates between foreign currencies
and the U.S. dollar. The Fund's use of forward, futures or options contracts to purchase or sell foreign currencies may result in reduced returns to the
Fund.

Short Selling Risk. If a security sold short increases in price, the Fund may have to cover its short position at a higher price than the short sale price,
resulting in a loss. The Fund may not be able to borrow a security that it needs to deliver or it may not be able to close out a short position at an
acceptable price and may have to sell related long positions earlier than it had expected.

Non-Diversification Risk. Because the Fund can invest a greater portion of its assets in obligations of a single issuer than a "diversified" fund, it may be
more susceptible than a diversified fund to being adversely affected by a single corporate, economic, political or regulatory occurrence.

Portfolio Turnover Risk. The Fund's annual portfolio turnover rate may vary greatly from year to year, as well as within a given year. A high portfolio
turnover may increase the brokerage commissions and other transactional expenses that are borne by the Fund.

Performance

The following bar chart and table provide some indication of the risks of investing in the Fund. On October 23, 2012, a privately offered fund managed
by the Adviser was reorganized into the Fund. The bar chart and table show the performance of (i) the private fund for the period prior to the
reorganization and (ii) for the period beginning on October 23, 2012, the performance of the Fund's KKR Class shares. The performance of the other
classes will differ because the classes have different ongoing fees. The table also shows the performance of a broad-based securities index, the Bank of
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America Merrill Lynch U.S. High Yield Master II Index, which is a market-value weighted index of below investment grade U.S. dollar-denominated
corporate bonds publicly issued in the U.S. domestic market. Investors cannot invest directly in an index.

The privately offered fund commenced operations on August 11, 2011 and had an investment objective and strategies that were, in all material respects,
the same as those of the Fund, and was managed in a manner that, in all material respects, complied with the investment guidelines and restrictions of
the Fund. However, the privately offered fund was not registered as an investment company under the 1940 Act, and was not subject to certain
investment limitations, diversification requirements, liquidity requirements, and other restrictions imposed by the 1940 Act and the Internal Revenue
Code of 1986 which, if applicable, may have adversely affected its performance.

The historical performance information for the privately offered fund is provided to illustrate the past performance of the Adviser in managing a similar
fund and should not be considered as an indication of future performance of the Fund or the Adviser. The performance of the privately offered fund has
not been restated to reflect the fees, estimated expenses and fee waivers and/or expense limitations applicable to KKR Class shares of the Fund. If the
performance of the privately offered fund had been restated to reflect such fees and expenses, the performance would have been lower than the
performance shown.
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During the calendar year ended December 31, 2012, the highest quarterly return for the Fund or the privately offered fund was 5.02% for the quarter
ended March 31, 2012, and the lowest quarterly return for the Fund or the privately offered fund was 1.69% for the quarter ended June 30, 2012.

Average Annual Total

Return as of December 31, 2012 One Year
Since

Inception

KKR Class (Inception 10/23/2012)

Returns Before Taxes 13.03 % 13.37 %

Returns After Taxes On Distributions N/A N/A

Returns After Taxes On Distributions and Sale of

Fund Shares N/A N/A

Institutional Class(1) (Inception 11/14/2012)

Returns Before Taxes N/A N/A

Investor Class(1) (Inception 11/14/2012)

Returns Before Taxes N/A N/A

Bank of America Merrill Lynch U.S. High Yield

Master II Index

(reflects no deductions for fees, expenses or taxes) 15.58 % 13.92 %

(1) The returns for Institutional and Investor Class shares would be lower than the returns for KKR Class shares of the Fund, as the expenses of those classes are higher.

Return information for Institutional and Investor Class shares will be shown in future prospectuses after those classes have a full calendar year of return information to

report.

After-tax return is calculated using the highest historical individual federal income tax rates and does not reflect the impact of state and local taxes.
Actual after-tax returns depend on a shareholder's tax situation and the actual characterization of distributions, and may differ from those shown. After-
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tax returns are not relevant to shareholders who hold shares in tax-deferred accounts or to shares held by non-taxable entities. Returns After Taxes On
Distributions for a period may be the same as Returns Before Taxes for that period because no taxable distributions were made during that period. Also,
Returns After Taxes On Distributions and Sale of Fund Shares for a period may be greater than or equal to Returns After Taxes On Distributions for the
same period because of losses realized on the sale of Fund shares. After-tax returns are not shown because the privately offered fund, unlike a regulated
investment company, was not required to make annual distributions to its investors.

Performance for the Fund is updated daily and quarterly and may be obtained on the Fund's website at www.kkrfunds.kkr.com or by calling toll-free
1-855-859-3943.
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Management

Investment Adviser. KKR Asset Management LLC.

Investment Team. The following investment professionals are primarily responsible for the day-to-day management and oversight of the Fund: Erik A.
Falk, Christopher A. Sheldon and William C. Sonneborn. Mr. Falk is a member, portfolio manager and co-head of leveraged credit at the Adviser, as
well as a member of the Adviser's Portfolio Management Committee. Mr. Sheldon is co-head of leveraged credit at the Adviser, as well as a member of
the Adviser's Portfolio Management Committee. Mr. Sonneborn is the Chief Executive Officer of the Adviser, as well as a member of KKR's
Management Committee and the Adviser's Investment Committee. Messrs. Falk, Sheldon and Sonneborn have managed the Fund since its inception.

Purchase and Sale of Fund Shares

The minimum initial investment for Investor Class shares is $2,500, the minimum initial investment for Institutional Class shares is $100,000 and the
minimum initial investment for KKR Class shares is $5,000,000. There is no minimum for subsequent investments.

You may purchase or sell (redeem) shares by making a request of the Fund in writing to KKR Alternative High Yield Fund, P.O. Box 219295, Kansas
City, MO 64121-9295 (Express Mail Address: KKR Alternative High Yield Fund, c/o DST Systems, Inc., 430 West 7th Street, Kansas City, MO
64105), or by calling toll-free 1-855-859-3943. You may also purchase or redeem shares by contacting your broker-dealer or other financial
intermediary. You may be charged a fee if you effect transactions through a broker-dealer or other financial intermediary.

Tax Information

The Fund's distributions will generally be taxable to you as ordinary income or capital gains, except when your investment is in an IRA, 401(k) or other
tax-advantaged account. Investments through tax-advantaged accounts may become taxable upon withdrawal from such accounts.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase the Fund through a broker-dealer or other financial intermediary (such as a bank), the Fund and its related companies may pay the
intermediary for the sale of Fund shares and related services. These payments may create a conflict of interest by influencing the broker-dealer or other
intermediary and your salesperson to recommend the Fund over another investment. Ask your salesperson or visit your financial intermediary's website
for more information. You may conduct transactions by mail (KKR Alternative High Yield Fund, P.O. Box 219295, Kansas City, MO 64121-9295;
Express Mail Address: KKR Alternative High Yield Fund, c/o DST Systems, Inc., 430 West 7th Street, Kansas City, MO 64105), or by calling toll-free
(1-855-859-3943). You may also purchase or redeem Fund shares through your broker-dealer or other financial intermediary.
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ADDITIONAL INFORMATION ABOUT THE FUND
Investment Objective and Principal Investment Strategies of the Fund

The Fund seeks to generate an attractive total return consisting of a high level of current income and capital appreciation.
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The Adviser seeks to maximize risk-adjusted returns by opportunistically investing in a targeted portfolio of fixed-income instruments of U.S. and non-
U.S. issuers, including high yield bonds, notes, debentures, convertible securities, preferred stock and loans. Under normal market conditions, the Fund
will invest at least 80% of its net assets, including any borrowings for investment purposes, in corporate fixed-income instruments that are rated below
investment grade ("high yield" or "junk") by a nationally recognized statistical rating organization or are unrated but deemed by the Adviser to be of
comparable quality.

The Adviser seeks to identify investment opportunities with the potential for attractive risk-adjusted returns by employing a rigorous, fundamentals-
based due diligence process that leverages the expertise and experience of its fixed-income investment professionals and portfolio managers who focus
extensively on fixed-income investing within the Adviser. The Adviser is a subsidiary of KKR & Co. L.P. (together with the Adviser and its other
subsidiaries, "KKR"). The Adviser's investment professionals provide access to an established platform for evaluating investments, managing risk and
focusing on opportunities that seek to generate attractive returns with appropriate levels of risk. This platform allows for intensive due diligence to
filter investment opportunities and help select investments that the Adviser believes offer the most favorable risk/reward characteristics.

KKR is a leading global investment firm with a 36-year history of leadership, innovation and investment excellence. KKR operates with a single
culture that rewards investment discipline, creativity, determination and patience and the sharing of information, resources, expertise and best practices
across offices and asset classes, subject to well-defined information sharing policies and compliance procedures. Its investment professionals provide
access to an established platform for evaluating investments, managing risk and focusing on opportunities that seek to generate attractive returns with
appropriate levels of risk. This platform allows for intensive due diligence to filter investment opportunities and help select investments that offer the
most favorable risk/reward characteristics.

The Adviser conducts in-depth research and employs a disciplined investment philosophy and a consistent investment approach in its focus on
investment opportunities. The Adviser's due diligence process focuses on the preservation of capital within the Fund's portfolio and facilitates the
identification of opportunistic, short-term tactical investment opportunities by the Fund as the Adviser seeks to identify and capture discounts or
premiums over purchase price in response to changes in market environments and credit events.

The Adviser currently anticipates that the majority of the Fund's investments will be in fixed-income instruments issued by U.S. companies, but the
Fund may, from time to time, be invested outside the United States, including investments in issuers located in emerging markets. Such obligations
may be U.S. dollar-denominated as well as non-U.S. dollar-denominated, subject to the limitation that the Fund will not invest more than 30% of its
total assets in non-U.S. dollar-denominated securities or instruments issued by non-U.S. issuers that are not publicly traded in the United States.
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The Fund may invest in fixed-income instruments of financially troubled companies (sometimes known as "stressed" or "distressed" securities) and
mezzanine investments. The Fund may also invest in loan participations. The Fund may seek to obtain market exposure to the securities and
instruments in which it invests by investing in ETFs. The Fund may also invest in various types of derivatives, including swaps, futures and options,
and structured products in pursuing its investment objective or for hedging purposes. Derivative instruments used by the Fund will be counted towards
the 80% investment policy discussed above to the extent they have economic characteristics similar to the securities included within that policy.

There can be no assurance that the Fund will achieve its investment objective or that the Fund's strategies, including hedging strategies, will be
successful. Each of the investment policies described herein, including the Fund's investment objective, constitutes a non-fundamental policy that the
Board of Trustees ("Board") of KKR Series Trust (the "Trust") may change at any time without shareholder approval. The Fund's 80% investment
policy requires 60 days' prior written notice to shareholders before the policy may be changed. The fundamental and non-fundamental policies of the
Fund are set forth in the Trust's Statement of Additional Information ("SAI") under the section "Fund Policies."

Percentage limitations described in this Prospectus are as of the time of investment by the Fund and may be exceeded after such time because of
changes in the market value of the Fund's assets.

Additional Investment Strategies

The Fund may invest in repurchase agreements and reverse repurchase agreements. The Fund may invest in credit obligations or related instruments
that, at the time of investment, are likely to default. The credit obligations and related instruments in which the Fund may invest include mortgage-
backed and asset-backed securities and securities whose value depends on the value of mortgage-backed or asset-backed securities. These types of
investments present special risks.
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Certain fixed-income obligations purchased by the Fund may take the form of zero coupon bonds. A zero coupon bond is a bond that does not pay
interest either for the entire life of the obligation or for an initial period after the issuance of the obligation. The Fund may also purchase and sell
securities on a "when-issued" or "delayed delivery" basis whereby the Fund buys or sells a security with payment and delivery taking place in the
future. The Fund may, without limitation, seek to obtain market exposure to the securities in which it primarily invests by using dollar rolls.

The Fund may borrow money as a temporary measure for extraordinary or emergency purposes, including the payment of redemptions and the
settlement of securities transactions, which otherwise might require untimely dispositions of Fund investments. The Fund may also engage in securities
lending.

For temporary defensive purposes, during periods in which the Adviser believes that changes in economic, financial or political conditions make it
advisable to do so, the Fund may reduce its primary investment holdings (when taking a temporary defensive position) and invest in certain short-term
(less than one year to maturity) and medium-term (not greater than five years to maturity) fixed-income securities or hold cash. The short and medium-
term fixed-income securities in which the Fund may invest consist of: (i) obligations of the U.S. government, its agencies or instrumentalities; (ii) bank
deposits and bank obligations (including certificates of deposit, time deposits and bankers' acceptances) of U.S. or foreign banks denominated in any
currency; (iii) adjustable, variable or floating rate securities and other instruments denominated in any currency issued by various governments or
international development agencies; (iv) finance company and corporate commercial paper and other short-term corporate fixed-income
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obligations of U.S. or foreign corporations; (v) repurchase agreements with banks and broker-dealers with respect to such securities; and (vi) shares of
money market funds. The Fund intends to invest for these temporary defensive purposes only in short-term and medium-term fixed-income securities
that the Adviser believes to be of high quality, i.e., subject to a lower risk of loss of interest or principal. In taking such positions, the Fund temporarily
would not be pursuing and may not achieve its investment objective. It is impossible to predict when, or for how long, the Fund will use these
alternative strategies.

There can be no assurance that the principal and non-principal strategies will be successful in achieving the Fund's investment objective.
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Principal Risks of Investing in
the Fund
You may lose money by investing in the Fund, including the possibility that you may lose all of your investment. An investment in the Fund is not a
deposit in a bank and is not insured or guaranteed by the FDIC or any other governmental agency.

Market Risk. An investment in the Fund represents an indirect investment in the portfolio of securities and instruments owned by the Fund, and the
value of these securities and instruments may fluctuate, sometimes rapidly and unpredictably. At any point in time, an investment in the Fund may be
worth less than the original amount invested, even after taking into account distributions paid by the Fund and the ability of shareholders to reinvest
dividends. The Fund may also use leverage, which would magnify the Fund's investment, market and certain other risks.

Fixed-Income Instruments Risk. Fixed-income instruments are subject to many of the same risks that affect senior secured floating rate and fixed-rate
loans and unsecured loans; however they are often unsecured and typically lower in the issuer's capital structure than loans, and thus may be exposed to
greater risk of default and lower recoveries in the event of a default. This risk can be further heightened in the case of below investment grade
instruments. Changes in interest rates generally will cause the value of fixed-income instruments held by the Fund to vary inversely to such changes.
Fixed-income instruments that are fixed-rate are generally more susceptible than floating rate loans to price volatility related to changes in prevailing
interest rates. The prices of floating rate fixed-income instruments tend to have less fluctuation in response to changes in interest rates, but will have
some fluctuation, particularly when the next interest rate adjustment on such security is further away in time or adjustments are limited in amount over
time. Fixed-income instruments with longer terms to maturity or duration are subject to greater volatility than investments in shorter-term obligations.
The obligor of a fixed-income instrument may not be able or willing to pay interest or to repay principal when due in accordance with the terms of the
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associated agreement. Mezzanine investments are subordinated debt securities that receive payments of interest and principal after other more senior
security holders are paid. Mezzanine investments carry the risk that the issuer will not be able to meet its obligations and that the mezzanine
investments may lose value.

Inflation Risk. The market price of fixed-income investments generally falls as inflation increases because the purchasing power of the future income
and repaid principal is expected to be worth less when received by the Fund. Fixed-income investments that pay a fixed rather than variable interest
rate are especially vulnerable to inflation risk because variable-rate securities may be able to participate, over the long term, in rising interest rates
which have historically corresponded with long-term inflationary trends. Most high yield investments pay a fixed rate of interest and are therefore
vulnerable to inflation risk.

High Yield Securities Risk. Below investment grade instruments are commonly referred to as "junk" or high-yield instruments and are regarded as
predominantly speculative with respect to the issuer's capacity to pay interest and repay principal. Lower grade instruments may be particularly
susceptible to economic downturns. It is likely that a prolonged or deepening economic recession could adversely affect the ability of the issuers of
such instruments to repay principal and pay interest thereon, increase the incidence of default for such instruments and severely disrupt the market
value of such instruments.

Lower grade instruments, though higher yielding, are characterized by higher risk. They may be subject to certain risks with respect to the issuing
entity and to greater market
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fluctuations than certain lower yielding, higher rated instruments. The retail secondary market for lower grade instruments may be less liquid than that
for higher rated instruments. Adverse publicity and investor perceptions, whether or not based on fundamental analysis, may also decrease the value
and liquidity of these high yield securities. Adverse conditions could make it difficult at times for the Fund to sell certain instruments or could result in
lower prices than those used in calculating the Fund's NAV. Because of the substantial risks associated with investments in lower grade instruments,
investors could lose money on their investment in the Fund, both in the short-term and the long-term.

The Fund's investments in distressed and defaulted securities may be considered speculative and involve substantial risks in addition to the risks of
investing in junk bonds. The Fund will generally not receive interest payments on the distressed securities and the principal may also be at risk. These
securities may present a substantial risk of default or may be in default at the time of investment, requiring the Fund to incur additional costs.

Loan Risk. The Fund may invest in senior secured floating rate and fixed-rate loans and unsecured loans and may acquire loans through assignment
agreements. Senior secured floating rate and fixed-rate loans hold the most senior position in the capital structure of a borrower and are typically
secured with specific collateral and have a claim on the assets and/or stock of the borrower that is senior to that held by unsecured creditors,
subordinated debt holders and stockholders of the borrower. The senior loans in which the Fund may invest may be rated below investment grade or
unrated. As a result, the risks associated with senior loans are similar to the risks of below investment grade securities, although senior loans are senior
and secured in contrast to other below investment grade securities, which are often subordinated or unsecured. Nevertheless, if a borrower under a
senior loan defaults, becomes insolvent or goes into bankruptcy, the Fund may recover only a fraction of what is owed on the senior loan, or nothing at
all. Senior loans are subject to a number of risks described in this Prospectus, including credit risk and liquidity risk.

Collateral used to secure senior loans may not be able to be readily liquidated or the liquidation of such collateral may not satisfy the borrower's
obligation in the event of non-payment of scheduled interest or principal. In the event of the bankruptcy or insolvency of a borrower, the Fund could
experience delays or limitations in its ability to realize the benefits of the collateral securing a senior loan. In addition, investments in senior loans may
be unperfected for a variety of reasons, including the failure to make required filings by lenders and the Fund may not have priority over other
creditors. If the value of the already pledged collateral declines and the terms of a senior loan do not require the borrower to pledge additional
collateral, the value of the collateral may not at all times equal or exceed the amount of the borrower's obligations under the senior loan. If a senior loan
is collateralized by stock in the borrower or its subsidiaries, such stock may lose some or all of its value in the event of the borrower's bankruptcy or
insolvency. Senior loans that are under-collateralized involve a greater risk of loss.

Unsecured loans generally are subject to similar risks as those associated with investments in secured loans; however, because unsecured loans have
lower priority in right of payment to any higher ranking obligations of the borrower and are not backed by a security interest in any specific collateral,
they are subject to additional risk that the cash flow of the borrower and available assets may be insufficient to meet scheduled payments after giving
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effect to any higher ranking obligations of the borrower. Unsecured loans generally have greater price volatility than secured loans and may be less
liquid.

If the Fund acquires a senior loan through an assignment agreement, it will typically succeed to all the rights and obligations of the assigning institution
and become a lender under the credit agreement with respect to the fixed-income obligation purchased; however, its rights can be more restricted than
those of the assigning institution, and, in
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any event, the Fund may not be able to unilaterally enforce all rights and remedies of the lenders under the loan agreement and with regard to any
associated collateral. If the Fund acquires an interest in a senior loan through a participation agreement, the Fund will enter into a contractual
relationship with the institution selling the participation, not with the borrower. In purchasing participations, the Fund generally will have no right to
enforce compliance by the borrower with the terms of the loan agreement or any rights of setoff against the borrower, and the Fund may not directly
benefit from the collateral supporting the fixed-income obligation in which it has purchased the participation. As a result, the Fund will be exposed to
the credit risk of both the borrower and the institution selling the participation. The Adviser relies primarily on its own evaluation of the credit quality
of such selling institutions rather than on any available independent sources. As a result, the Fund is particularly dependent on the analytical abilities of
the Adviser. Because of the nature of its investments, the Fund may be subject to allegations of lender liability and other claims. In addition, the
Securities Act of 1933, as amended (the "Securities Act"), deems certain persons to be "underwriters" if they purchase a security from an issuer and
later sell it to the public. Although it is not believed that the application of this Securities Act provision would cause the Fund to be engaged in the
business of underwriting, a person who purchases an instrument from the Fund that was acquired by the Fund from the issuer of such instrument could
allege otherwise. Under the Securities Act, an underwriter may be liable for material omissions or misstatements in an issuer's registration statement or
prospectus.

Convertible Securities Risk. Convertible securities are securities that may be converted either at a stated price or at a stated rate within a specified
period of time into a specified number of shares of common stock. Convertible securities have unique investment characteristics in that they generally:
(i) have higher yields than common stocks, but lower yields than comparable non-convertible securities; (ii) are less subject to fluctuation in value than
the underlying common stock due to their fixed-income characteristics; and (iii) provide the potential for capital appreciation if the market price of the
underlying common stock increases.

The value of a convertible security is a function of its investment value and its conversion value. The investment value of a convertible security is
influenced by changes in interest rates, with investment value declining as interest rates increase and increasing as interest rates decline by the credit
standing of the issuer and other factors. If the conversion value is low relative to the investment value, the price of the convertible security is governed
principally by its investment value. To the extent the market price of the underlying instrument approaches or exceeds the conversion price, the price of
the convertible security will be increasingly influenced by its conversion value. A convertible security may be subject to redemption at the option of the
issuer at a price established in the convertible security's governing instrument. If a convertible security held by the Fund is called for redemption, the
Fund will be required to permit the issuer to redeem the security, convert it into the underlying common stock or sell it to a third party, which may
adversely affect the Fund.

The investment value of convertible fixed-income securities tends to vary inversely with the level of interest rates, so that the value of the security
declines as interest rates increase and increases as interest rates decline. The conversion value of a convertible security is determined principally by the
market price and volatility of the underlying security. If the conversion value is low relative to the investment value, the price of the convertible
security is governed principally by its investment value. Generally, the conversion value decreases as the convertible security approaches maturity.
Although under normal market conditions longer-term convertible fixed-income securities have greater yields than do shorter-term convertible fixed-
income securities of similar quality, they are subject to greater price fluctuations.
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Derivatives Risk. The Fund's derivative investments have risks, including the imperfect correlation between the value of such instruments and the
underlying assets of the Fund, which creates the possibility that the loss on such instruments may be greater than the gain in the value of the underlying
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assets in the Fund's portfolio; the loss of principal; the possible default of the other party to the transaction; and illiquidity of the derivative investments.
If a counterparty becomes bankrupt or otherwise fails to perform its obligations under a derivative contract due to financial difficulties, the Fund may
experience significant delays in obtaining any recovery under the derivative contract in a bankruptcy or other reorganization proceeding, or may not
recover at all. In addition, in the event of the insolvency of a counterparty to a derivative transaction, the derivative contract would typically be
terminated at its fair market value. If the Fund is owed this fair market value in the termination of the derivative contract and its claim is unsecured, the
Fund will be treated as a general creditor of such counterparty, and will not have any claim with respect to the underlying security. Certain of the
derivative investments in which the Fund may invest may, in certain circumstances, give rise to a form of financial leverage, which may magnify the
risk of owning such instruments. The ability to successfully use derivative investments depends on the ability of the Adviser to predict pertinent market
movements, which cannot be assured. In addition, amounts paid by the Fund as premiums and cash or other assets held in margin accounts with respect
to the Fund's derivative investments would not be available to the Fund for other investment purposes, which may result in lost opportunities for gain.

The derivative instruments and techniques that the Fund may use include:

Futures. A futures contract is a standardized agreement to buy or sell a specific quantity of an underlying instrument at a specific price at a specific
future time. The value of a futures contract tends to increase and decrease in tandem with the value of the underlying instrument. Depending on the
terms of the particular contract, futures contracts are settled through either physical delivery of the underlying instrument on the settlement date or by
payment of a cash settlement amount on the settlement date. A decision as to whether, when and how to use futures involves the exercise of skill and
judgment and even a well-conceived futures transaction may be unsuccessful because of market behavior or unexpected events. In addition to the
derivatives risks discussed above, the prices of futures can be highly volatile, using futures can lower total return, and the potential loss from futures
can exceed the Fund's initial investment in such contracts.

Options. If the Fund buys an option, it buys a legal contract giving it the right to buy or sell a specific amount of the underlying instrument or futures
contract on the underlying instrument at an agreed-upon price typically in exchange for a premium paid by the Fund. If the Fund sells an option, it sells
to another person the right to buy from or sell to the Fund a specific amount of the underlying instrument or futures contract on the underlying
instrument at an agreed-upon price typically in exchange for a premium received by the Fund. A decision as to whether, when and how to use options
involves the exercise of skill and judgment and even a well conceived option transaction may be unsuccessful because of market behavior or
unexpected events. The prices of options can be highly volatile and the use of options can lower total returns.

Swaps. A swap contract is an agreement between two parties pursuant to which the parties exchange payments at specified dates on the basis of a
specified notional amount, with the payments calculated by reference to specified securities, indexes, reference rates, currencies or other instruments.
Most swap agreements provide that when the period payment dates for both parties are the same, the payments are made on a net basis (i.e., the two
payment streams are netted out, with only the net amount paid by one party to the other). The Fund's obligations or rights under a swap contract entered
into on a net basis will generally be equal only to the net amount to be paid or received under the
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agreement, based on the relative values of the positions held by each counterparty. Swap agreements currently are not entered into or traded on
exchanges and there is no central clearing or guaranty function for swaps. Therefore, swaps are subject to credit risk or the risk of default or non-
performance by the counterparty. Swaps could result in losses if interest rate or foreign currency exchange rates or credit quality changes are not
correctly anticipated by the Fund or if the reference index, security or investments do not perform as expected. The Fund's use of swaps may include
those based on the credit of an underlying security, commonly referred to as "credit default swaps." Where the Fund is the buyer of a credit default
swap contract, it would be entitled to receive the par (or other agreed-upon) value of a referenced debt obligation from the counterparty to the contract
only in the event of a default or similar event by a third party on the debt obligation. If no default occurs, the Fund would have paid to the counterparty
a periodic stream of payments over the term of the contract and received no benefit from the contract. When the Fund is the seller of a credit default
swap contract, it receives the stream of payments but is obligated to pay an amount equal to the par (or other agreed-upon) value of a referenced debt
obligation upon the default or similar event of that obligation. The Fund will "cover" its swap positions by segregating an amount of cash and/or liquid
securities as required by the 1940 Act and applicable Securities and Exchange Commission ("SEC") interpretations and guidance from time to time.

Structured Products Risk. The Fund may invest in structured products, consisting of collateralized debt obligations, collateralized bond obligations,
collateralized loan obligations and other similarly structured securities. Holders of structured products bear risks of the underlying investments, index
or reference obligation and are subject to counterparty risk.
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The Fund may have the right to receive payments only from the structured product, and generally does not have direct rights against the issuer or the
entity that sold the assets to be securitized. While certain structured products enable the investor to acquire interests in a pool of securities without the
brokerage and other expenses associated with directly holding the same securities, investors in structured products generally pay their share of the
structured product's administrative and other expenses. Although it is difficult to predict whether the prices of indices and securities underlying
structured products will rise or fall, these prices (and, therefore, the prices of structured products) will be influenced by the same types of political and
economic events that affect issuers of securities and capital markets generally. If the issuer of a structured product uses shorter-term financing to
purchase longer-term securities, the issuer may be forced to sell its securities at below-market prices if it experiences difficulty in obtaining short-term
financing, which may adversely affect the value of the structured products owned by the Fund.

Certain structured products may be thinly traded or have a limited trading market. Structured products are typically privately offered and sold. As a
result, investments in structured products may be characterized by the Fund as illiquid securities. In addition to the general risks associated with fixed-
income securities discussed herein, structured products carry additional risks, including, but not limited to: (i) the possibility that distributions from
collateral securities will not be adequate to make interest or other payments; (ii) the quality of the collateral may decline in value or default; (iii) the
possibility that the investments in structured products are subordinate to other classes or tranches thereof; and (iv) the complex structure of the security
may not be fully understood at the time of investment and may produce disputes with the issuer or unexpected investment results.

Liquidity Risk. The Fund may invest up to 15% of its net assets in illiquid securities. The Fund may also invest in restricted securities. Investments in
restricted securities could
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have the effect of increasing the amount of the Fund's assets invested in illiquid securities if qualified institutional buyers are unwilling to purchase
these securities.

Illiquid and restricted securities may be difficult to dispose of at a fair price at the times when the Fund believes it is desirable to do so. The market
price of illiquid and restricted securities generally is more volatile than that of more liquid securities, which may adversely affect the price that the
Fund pays for or recovers upon the sale of such securities. Illiquid and restricted securities are also more difficult to value, especially in challenging
markets. The Adviser's judgment may play a greater role in the valuation process. Investment of the Fund's assets in illiquid and restricted securities
may restrict the Fund's ability to take advantage of market opportunities. In order to dispose of an unregistered security, the Fund, where it has
contractual rights to do so, may have to cause such security to be registered. A considerable period may elapse between the time the decision is made to
sell the security and the time the security is registered, thereby enabling the Fund to sell it. Contractual restrictions on the resale of securities vary in
length and scope and are generally the result of a negotiation between the issuer and acquiror of the securities. In either case, the Fund would bear
market risks during that period.

Certain fixed-income instruments and loans are not readily marketable and may be subject to restrictions on resale. Loans and fixed-income
instruments may not be listed on any national securities exchange and no active trading market may exist for certain of the loans and fixed-income
instruments in which the Fund will invest. Where a secondary market exists, the market for some loans and fixed-income instruments may be subject to
irregular trading activity, wide bid/ask spreads and extended trade settlement periods.

ETF Risk. The Fund may invest in ETFs. ETF shareholders are generally subject to the same risks as holders of the underlying securities in the ETF's
portfolio. ETFs are subject to certain additional risks, including the risk that their prices may not correlate perfectly with changes in the prices of the
underlying securities and the risk of a halt in trading of the ETF's shares. In addition, the Fund will bear, along with other shareholders, its pro rata
portion of the ETF's expenses, including management fees. In sharing their proportionate share of the Fund's expenses, Fund shareholders may also
indirectly bear similar expenses of an ETF.

Non-U.S. Securities Risk. The Fund may invest in securities or other instruments of non-U.S. issuers. Such investments involve certain risks not
involved in domestic investments and may experience more rapid and extreme changes in value than investments in securities of U.S. companies.
Financial markets in foreign countries often are not as developed, efficient or liquid as financial markets in the United States, and therefore, the prices
of non-U.S. securities can be more volatile. Certain foreign countries may impose exchange control regulations, restrictions on repatriation of profit on
investments or of capital invested, local taxes on investments, and restrictions on the ability of issuers of non-U.S. securities to make payments of
principal and interest to investors located outside the country, whether from currency blockage or otherwise. In addition, the Fund will be subject to
risks associated with adverse political and economic developments in foreign countries, including seizure or nationalization of foreign deposits,
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different legal systems and laws relating to bankruptcy and creditors' rights and the potential inability to enforce legal judgments, all of which could
cause the Fund to lose money on its investments in non-U.S. securities. Generally, there is less readily available and reliable information about non-
U.S. issuers or borrowers due to less rigorous disclosure or accounting standards and regulatory practices. The cost of servicing external debt will also
generally be adversely affected by rising international interest rates, as many external debt obligations bear interest at rates which are adjusted based
upon international interest rates. Because non-U.S. securities may trade on days when the Fund's shares are not priced, NAV may change at times when
the Fund's shares cannot be sold.
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The foreign securities in which the Fund may invest may be issued by companies or governments located in emerging market countries. Investing in
the securities of issuers operating in emerging markets involves a high degree of risk and special considerations not typically associated with investing
in the securities of other foreign or U.S. issuers. Compared to the United States and other developed countries, emerging market countries may have
relatively unstable governments, economies based on only a few industries and securities markets that trade a small number of securities. Securities
issued by companies or governments located in emerging market countries tend to be especially volatile and may be less liquid than securities traded in
developed countries. Securities in these countries have been characterized by greater potential loss than securities of companies and governments
located in developed countries. Investments in the securities of issuers located in emerging markets could be affected by risks associated with
expropriation and/or nationalization, political or social instability, pervasiveness of corruption and crime, armed conflict, the impact on the economy of
civil war, religious or ethnic unrest and the withdrawal or non-renewal of any license enabling the Fund to trade in securities of a particular country,
confiscatory taxation, restrictions on transfers of assets, lack of uniform accounting and auditing standards, less publicly available financial and other
information, diplomatic development which could affect U.S. investments in those countries and potential difficulties in enforcing contractual
obligations.

Foreign Currency Risk. Investments made by the Fund, and the income received by the Fund with respect to such investments, may be denominated in
various non-U.S. currencies. However, the books of the Fund are maintained in U.S. dollars. Accordingly, changes in foreign currency exchange rates
may affect the value of securities in the Fund and the unrealized appreciation or depreciation of investments. Currencies of certain countries may be
volatile and therefore may affect the value of securities denominated in such currencies, which means that the Fund's NAV could decline as a result of
changes in the exchange rates between foreign currencies and the U.S. dollar. The Adviser may, but is not required to, elect for the Fund to seek to
protect itself from changes in currency exchange rates through hedging transactions, depending on market conditions. The Fund may incur costs in
connection with the conversions between various currencies. In addition, certain countries may impose foreign currency exchange controls or other
restrictions on the repatriation, transferability or convertibility of currency.

The Fund's use of forward, futures or options contracts to purchase or sell foreign currencies may result in reduced returns to the Fund. A forward
foreign currency contract is a negotiated agreement between two parties to exchange specified amounts of two or more currencies at a specified future
time at a specified rate. The rate specified by the forward contract can be higher or lower than the spot rate between the currencies that are the subject
of the contract. Currency futures are similar to currency forward contracts, except that they are traded on an exchange and standardized as to contract
size and delivery date. Most currency futures call for payment or delivery in U.S. dollars. Unanticipated changes in currency prices may result in losses
to the Fund and poorer overall performance for the Fund than if it had not entered into currency forward or futures contracts. The Fund may enter into
forward or futures contracts under various circumstances, including for hedging purposes.

Short Selling Risk. If a security sold short increases in price, the Fund may have to cover its short position at a higher price than the short sale price,
resulting in a loss. The Fund will ordinarily engage in short sales where it does not own or have the immediate right to acquire the security sold short,
and as such must borrow those securities to make delivery to the buyer under the short sale transaction. The Fund may not be able to borrow a security
that it needs to deliver or it may not be able to close out a short position at an acceptable price and may have to sell related long positions earlier than it
had expected. Thus, the Fund may not be able to successfully implement its short sale strategy due to limited availability of desired securities or for
other reasons. Also, there is
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the risk that the counterparty to a short sale may fail to honor its contractual terms, causing a loss to the Fund.
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Until the Fund replaces a security borrowed in connection with a short sale, it may be required to maintain a segregated account of cash or liquid assets
with a broker or custodian to cover the Fund's short position. Generally, securities held in a segregated account cannot be sold unless they are replaced
with other liquid assets. The Fund's ability to access the pledged collateral may also be impaired in the event the broker becomes bankrupt, insolvent or
otherwise fails to comply with the terms of the contract. In such instances, the Fund may not be able to substitute or sell the pledged collateral and may
experience significant delays in obtaining any recovery in a bankruptcy or other reorganization proceeding. Additionally, the Fund must maintain
sufficient liquid assets (less any additional collateral pledged to the broker), marked-to-market daily, to cover the borrowed securities obligations. This
may limit the Fund's investment flexibility, as well as its ability to meet other current obligations.

In times of unusual or adverse market, economic, regulatory or political conditions, the Fund may not be able, fully or partially, to implement its short
selling strategy. Periods of unusual or adverse market, economic, regulatory or political conditions generally may exist for as long as six months and, in
some cases, much longer.

Non-Diversification Risk. The Fund is classified as "non-diversified" under the 1940 Act. As a result, it can invest a greater portion of its assets in
obligations of a single issuer than a "diversified" fund. The Fund may therefore be more susceptible than a diversified fund to being adversely affected
by a single corporate, economic, political or regulatory occurrence.

Portfolio Turnover Risk. The Fund's annual portfolio turnover rate may vary greatly from year to year, as well as within a given year. The portfolio
turnover rate is not considered a limiting factor in the execution of investment decisions for the Fund. High portfolio turnover may result in the
realization of net short-term capital gains by the Fund which, when distributed to shareholders, will be taxable as ordinary income. A high portfolio
turnover may increase the Fund's current and accumulated earnings and profits, resulting in a greater portion of the Fund's distributions being treated as
a dividend to the Fund's shareholders. In addition, a higher portfolio turnover rate results in correspondingly greater brokerage commissions and other
transactional expenses that are borne by the Fund.

Risks Relating to Fund's RIC Status. To qualify and remain eligible for the special tax treatment accorded to RICs and its shareholders under the Code,
the Fund must meet certain source-of-income, asset diversification and annual distribution requirements. Very generally, in order to qualify as a RIC,
the Fund 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, or other income derived with respect to its business of investing in
stock or other securities. The Fund 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 Fund 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 result in substantial losses to
the Fund. In addition, in order to be eligible for the special tax treatment accorded RICs, the Fund must meet the annual distribution requirement,
requiring it to distribute with respect to each taxable year at least 90% of the sum of its "investment company taxable income" (generally its taxable
ordinary income and realized net short-term capital gains in excess of realized net long-term capital losses, if any) and its net tax-exempt income (if
any), to its shareholders. If the Fund fails to qualify as a RIC for any reason and becomes subject to corporate tax, the resulting corporate taxes could
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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 Fund and its shareholders. In addition, the Fund 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 Fund's investments will require the Fund to recognize taxable
income in a taxable year in excess of the cash generated on those investments during that year. In particular, the Fund expects to invest in loans and
other debt obligations that will be treated as having "market discount" and/or "original issue discount" for U.S. federal income tax purposes. Because
the Fund may be required to recognize income in respect of these investments before, or without receiving, cash representing such income, the Fund
may have difficulty satisfying the annual distribution requirements applicable to RICs and avoiding Fund-level U.S. federal income and/or excise taxes.
Accordingly, the Fund may be required to sell assets, 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 Fund liquidates assets to raise cash, the Fund may realize gain or loss on such liquidations; in the event the Fund realizes net capital gains from
such liquidation transactions, the Fund shareholders may receive larger capital gain distributions than they would in the absence of such transactions.
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Uncertain Tax Treatment. The Fund may invest a portion of its net assets in below investment grade instruments. Investments in these types of
instruments may present special tax issues for the Fund. U.S. federal income tax rules are not entirely clear about issues such as when the Fund may
cease to accrue interest, OID or market discount, when and to what extent deductions may be taken for bad debts or worthless instruments, how
payments received on obligations in default should be allocated between principal and income and whether exchanges of debt obligations in a
bankruptcy or workout context are taxable. These and other issues will be addressed by the Fund to the extent necessary in order to seek to ensure that
it distributes sufficient income that it does not become subject to U.S. federal income or excise tax.

Non-Principal Risks of Investing in the Fund

Prepayment Risk. If interest rates fall, it is possible that issuers of fixed-income securities with high interest rates will prepay or "call" their securities
before their maturity dates. In this event, the proceeds from the prepaid or called securities would likely be reinvested by the Fund in securities bearing
the new, lower interest rates, resulting in a possible decline in the Fund's income and distributions to shareholders.

The amount of prepayable obligations the Fund invests in from time to time may be affected by general business conditions, market interest rates,
borrowers' financial conditions and competitive conditions among lenders. In a period of declining interest rates, borrowers may prepay investments
more quickly than anticipated, reducing the yield to maturity and the average life of the relevant investment. Moreover, when the Fund reinvests the
proceeds of a prepayment in these circumstances, it will likely receive a rate of interest that is lower than the rate on the security that was prepaid. To
the extent that the Fund purchases the relevant investment at a premium, prepayments may result in a loss to the extent of the premium paid. If the
Fund buys such investments at a discount, both scheduled payments and unscheduled prepayments will increase current and total returns and
unscheduled prepayments will also accelerate the recognition of income which may be taxable as ordinary income to shareholders. In a period of rising
interest rates, prepayments of investments may occur at a slower than expected rate, creating maturity extension risk. This particular risk may
effectively change an investment that
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was considered short or intermediate-term at the time of purchase into a longer-term investment. Since the value of longer-term investments generally
fluctuates more widely in response to changes in interest rates than shorter-term investments, maturity extension risk could increase the volatility of the
Fund. When interest rates decline, the value of an investment with prepayment features may not increase as much as that of other fixed-income
securities, and, as noted above, changes in market rates of interest may accelerate or delay prepayments and thus affect maturities.

Valuation Risk. Unlike publicly traded common stock that trades on national exchanges, there is no central place or exchange for loans or fixed-income
instruments to trade. Loans and fixed-income instruments generally trade on an "over-the-counter" market, which may be anywhere in the world where
the buyer and seller can settle on a price. Due to the lack of centralized information and trading, the valuation of loans or fixed-income instruments
may carry more risk than that of common stock. Uncertainties in the conditions of the financial market, unreliable reference data, lack of transparency
and inconsistency of valuation models and processes may lead to inaccurate asset pricing. In addition, other market participants may value securities
differently than the Fund. As a result, the Fund may be subject to the risk that when a loan or fixed-income instrument is sold in the market, the amount
received by the Fund is less than the value of such loans or fixed-income instruments carried on the Fund's books.

Inflation/Deflation Risk. Inflation risk is the risk that the value of certain assets or income from the Fund's investments will be worth less in the future
as inflation decreases the value of money. As inflation increases, the real value of the Fund's shares and distributions on the shares can decline. In
addition, during any periods of rising inflation, the dividend rates or borrowing costs associated with the Fund's use of leverage would likely increase,
which would tend to further reduce returns to shareholders. Deflation risk is the risk that prices throughout the economy decline over time�the opposite
of inflation. Deflation may have an adverse affect on the creditworthiness of issuers and may make issuer defaults more likely, which may result in a
decline in the value of the Fund's portfolio.

Asset-Backed and Mortgage-Backed (or Mortgage-Related) Instruments Risk. To the extent the Fund invests in asset-backed and mortgage-backed (or
mortgage-related) securities or other instruments, its exposure to prepayment and extension risks may be greater than other investments in fixed-
income instruments. Rising interest rates tend to extend the duration of mortgage-backed (or mortgage-related) instruments, making them more
sensitive to changes in interest rates. In addition, mortgage-backed (or mortgage-related) instruments are subject to prepayment risk�the risk that
borrowers may pay off their mortgages sooner than expected, particularly when interest rates decline. This can reduce the Fund's returns because the
Fund may have to reinvest that money at lower prevailing interest rates. The Fund's investments in other asset-backed instruments are subject to risks
similar to those associated with mortgage-backed (or mortgage-related) securities.
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Privately issued asset-backed and mortgage-backed (or mortgage-related) instruments are typically not traded on an exchange and may have a limited
market. Without an active trading market, these instruments may be particularly difficult to value given the complexities in valuing the underlying
collateral. Unlike many mortgage-backed (or mortgage-related) instruments issued or guaranteed by the U.S. government, its agencies and
instrumentalities, or a government-sponsored enterprise, asset-backed and mortgage-backed (or mortgage-related) instruments issued by private issuers
do not have a government or government-sponsored enterprise guarantee and may, and frequently do, have less favorable or no collateral, credit risk or
other characteristics. Although instruments issued by a government-sponsored enterprise are sometimes
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considered to carry an implicit guarantee from the U.S. Government, there can be no assurance that the U.S. Government would in fact guarantee such
instruments.

Zero Coupon Securities Risk. Certain fixed-income obligations purchased by the Fund may take the form of zero coupon bonds. A zero coupon bond is
a bond that does not pay interest either for the entire life of the obligation or for an initial period after the issuance of the obligation. When held to its
maturity, its return comes from the difference between the purchase price and its maturity value. A zero coupon bond is normally issued and traded at a
deep discount from face value. Zero coupon bonds allow an issuer to avoid or delay the need to generate cash to meet current interest payments and, as
a result, may involve greater credit risk than bonds that pay interest currently or in cash. The Fund would be required to distribute the income on any of
these instruments as it accrues, even though the Fund will not receive all of the income on a current basis or in cash. Thus, the Fund may have to sell
other investments, including when it may not be advisable to do so, to make income distributions to its shareholders.

When-Issued and Delayed Delivery Securities Risk. The Fund may purchase and sell securities on a "when-issued" or "delayed delivery" basis
whereby the Fund buys or sells a security with payment and delivery taking place in the future. These transactions are subject to market risk as the
value or yield of a security at delivery may be more or less than the purchase price or the yield generally available on securities when delivery occurs.
In addition, the Fund is subject to counterparty risk because it relies on the buyer or seller, as the case may be, to consummate the transaction, and
failure by the other party to complete the transaction may result in the Fund missing the opportunity of obtaining a price or yield considered to be
advantageous. When the Fund is the buyer in such a transaction, however, it will segregate cash and/or liquid securities having an aggregate value at
least equal to the amount of such purchase commitments until payment is made. An increase in the percentage of the Fund's assets committed to the
purchase of securities on a when-issued or delayed delivery basis may increase the volatility of the Fund's NAV.

Cash and Cash Equivalent Investments. The Fund may invest in cash and cash equivalents or other high quality short-term investments for temporary
defensive purposes, including when other permitted investments are unattractive, in order to provide a reserve for future investments, and otherwise to
provide liquidity within the Fund's portfolio. Such investments generally may include short-term U.S. government securities, money market fund
investments, high-grade commercial paper, bank obligations, repurchase agreements and other money market investments.

Risks of Investing in Other Investment Companies. The Fund may acquire shares in other investment companies, including foreign investment
companies, to the extent permitted by the 1940 Act. The market value of the shares of other investment companies may differ from the NAV of the
particular fund. As a shareholder in an investment company, the Fund would bear its ratable share of that entity's expenses, including its investment
advisory and administration fees. At the same time, the Fund would continue to pay its own investment advisory fees and other expenses. As a result,
the Fund and its shareholders, in effect, will be absorbing duplicate levels of fees with respect to investments in other investment companies.

Repurchase Agreements Risk. Subject to its investment objective and policies, the Fund may invest in repurchase agreements as a buyer for investment
purposes. Repurchase agreements typically involve the acquisition by the Fund of fixed-income securities from a selling financial institution such as a
bank, savings and loan association or broker-dealer. The agreement provides that the Fund will sell the securities back to the institution at a fixed time
in the future. The Fund does not bear the risk of a decline in the value of the underlying security unless the seller defaults under its repurchase
obligation. In the event of the bankruptcy or other default of a seller of a repurchase agreement, the Fund could
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experience both delays in liquidating the underlying securities and losses, including: (i) possible decline in the value of the underlying security during
the period in which the Fund seeks to enforce its rights thereto; (ii) possible lack of access to income on the underlying security during this period; and
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(iii) expenses of enforcing its rights. In addition, as described above, the value of the collateral underlying the repurchase agreement will be at least
equal to the repurchase price, including any accrued interest earned on the repurchase agreement. In the event of a default or bankruptcy by a selling
financial institution, the Fund generally will seek to liquidate such collateral. However, the exercise of the Fund's right to liquidate such collateral could
involve certain costs or delays and, to the extent that proceeds from any sale upon a default of the obligation to repurchase were less than the
repurchase price, the Fund could suffer a loss.

Reverse Repurchase Agreements Risk. The use of reverse repurchase agreements involves many of the same risks involved in the use of leverage, as
the proceeds from reverse repurchase agreements generally will be invested in additional securities. There is a risk that the market value of the
securities acquired in the reverse repurchase agreement may decline below the price of the securities that the Fund has sold but remains obligated to
repurchase. In addition, there is a risk that the market value of the securities retained by the Fund may decline. If the buyer of securities under a reverse
repurchase agreement were to file for bankruptcy or experiences insolvency, the Fund may be adversely affected. Also, in entering into reverse
repurchase agreements, the Fund would bear the risk of loss to the extent that the proceeds of the reverse repurchase agreement are less than the value
of the underlying securities. In addition, due to the interest costs associated with reverse repurchase agreements transactions, the Fund's NAV will
decline, and, in some cases, the Fund may be worse off than if it had not used such instruments.

Dollar Rolls Risk. A dollar roll transaction involves a sale by the Fund of a security concurrently with an agreement by the Fund to repurchase a similar
security at a later date at an agreed-upon price. A dollar roll may be considered a borrowing giving rise to leverage. The securities that are repurchased
will bear the same interest rate and a similar maturity as those sold, but the assets collateralizing these securities may have different prepayment
histories than those sold. During the period between the sale and repurchase, the Fund will not be entitled to receive interest and principal payments on
the securities sold. Proceeds of the sale will be invested in additional investments, and the income from these investments will generate income for the
Fund. If such income does not exceed the income, capital appreciation and gain or loss that would have been realized on the securities sold as part of
the dollar roll, the use of this technique will diminish the investment performance of the Fund compared with what the performance would have been
without the use of dollar rolls. Dollar rolls involve the risk that the market value of the securities subject to the Fund's forward purchase commitment
may decline below, or the market value of the securities subject to the Fund's forward sale commitment may increase above, the exercise price of the
forward commitment. In the event the buyer of the securities files for bankruptcy or becomes insolvent, the Fund's use of the proceeds of the current
sale portion of the transaction may be restricted.

Government Intervention in the Financial Markets. The recent instability in the financial markets has led the U.S. Government 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. Federal, state and other governments, their regulatory agencies or self-regulatory organizations may take
additional actions that affect the regulation of the securities or structured products in which the Fund invests, or the issuers of such securities or
structured products, in ways that are unforeseeable. Borrowers under secured loans held by the Fund may seek protection under the bankruptcy laws.
Legislation or regulation may also change the way in which the Fund itself is regulated. Such legislation or regulation could
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limit or preclude the Fund's ability to achieve its investment objective. The Adviser will monitor developments and seek to manage the Fund's portfolio
in a manner consistent with achieving the Fund's investment objective, but there can be no assurance that it will be successful in doing so.

Lending of Portfolio Securities. The Fund may engage in securities lending. Securities lending involves the lending of securities owned by the Fund to
financial institutions, including, as permitted by the SEC, affiliates of the Adviser. The borrowers are required to secure their loans continuously with
cash, cash equivalents, U.S. government securities or letters of credit in an amount at least equal to the market value of the securities loaned. Cash
collateral may be invested by the Fund in short-term investments, including registered and unregistered investment pools managed by the Adviser,
other service providers or their affiliates and from which the Adviser, other service providers or their affiliates may receive fees. To the extent that cash
collateral is so invested, such collateral will be subject to market depreciation or appreciation, and the Fund will be responsible for any loss that might
result from its investment of the borrowers' collateral. If the Adviser determines to make securities loans, the value of the securities loaned may not
exceed 331/3% of the value of the total assets of the Fund (including the loan collateral). Loan collateral (including any investment of that collateral) is
not subject to the percentage limitations described elsewhere in this Prospectus regarding investments in fixed-income securities and cash equivalents.

The Fund may lend its securities to increase its income. The Fund may, however, experience delay in the recovery of its securities or incur a loss if the
institution with which it has engaged in a portfolio loan transaction breaches its agreement with the Fund or becomes insolvent.

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Disclosure of Portfolio Holdings

A description of the Fund's policies and procedures with respect to the disclosure of the Fund's portfolio securities is available in the Fund's SAI and on
the Fund's website at www.kkrfunds.kkr.com.
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MANAGEMENT OF THE FUND
General

The Fund's Board of Trustees provides broad oversight over the operations and affairs of the Fund. A majority of the Fund's Trustees is comprised of
persons who are independent trustees.

KKR Asset Management LLC serves as the Fund's investment adviser, subject to the ultimate supervision of, and any policies established by, the
Fund's Board of Trustees, pursuant to the terms of an investment advisory agreement with the Fund (the "Investment Advisory Agreement"). Under the
terms of an Investment Advisory Agreement, the Adviser allocates the Fund's assets in accordance with the Fund's investment objective.

The Adviser was formed as a limited liability company under the laws of the state of Delaware on June 24, 2004 and is a registered investment adviser
under the Investment Advisers Act of 1940, as amended (the "Advisers Act"). The Adviser currently serves as an investment adviser of certain
registered and unregistered investment companies and as a sub-adviser of a business development company, and may in the future serve as an
investment adviser of other registered and unregistered investment companies. The offices of the Adviser are located at 555 California Street, 50th
Floor, San Francisco, CA 94104, and its telephone number is 415-315-3620.

The Adviser

The Fund's investment adviser is KKR Asset Management LLC. Launched in 2004, the Adviser is a subsidiary of KKR, a leading global investment
firm with a 36-year history of leadership, innovation and investment excellence. As of September 30, 2012, KKR had $66.3 billion in assets under
management.

Founded in 1976, KKR is a leading global investment firm with 14 offices and approximately 900 people, including over 400 investment professionals.
It operates an integrated global platform for sourcing and executing investments across multiple industries, asset classes and geographies. KKR is a
long-term fundamental investor focused on producing attractive risk-adjusted returns for its clients.

KKR operates with a single culture that rewards investment discipline, creativity, determination and patience and the sharing of information, resources,
expertise and best practices across offices and asset classes, subject to well-defined information sharing policies and compliance procedures. Its
investment professionals provide access to an established platform for evaluating investments, managing risk and focusing on opportunities that seek to
generate attractive returns with appropriate levels of risk. This platform allows for intensive due diligence to filter investment opportunities and help
select investments that offer the most favorable risk/reward characteristics. The Adviser utilizes a fundamentally-driven investment philosophy, which
is based on deep credit underwriting and rigorous financial analysis. Because KKR has deep experience in credit and private equity underwriting, the
Adviser's investment approach is designed to incorporate valuable characteristics of both. The Adviser will generally invest in a credit once it has
undergone a due diligence analysis and a comprehensive review and discussion with respect to the Adviser's sourcing advantages, analysis or due
diligence findings.

The Adviser's investment teams, which are organized by industry, invest across the capital structure with the goal of protecting capital and achieving
attractive risk-adjusted returns. With more than 100 employees in its business, including approximately 60
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dedicated investment professionals located in San Francisco, New York and London, the Adviser's investment teams seek to leverage KKR's private
equity experience and extensive industry relationships in making strong investment choices on behalf of its clients. The Adviser's access to KKR's
resources, however, may be limited by well-defined information sharing policies and compliance procedures adopted by the Adviser and KKR.

Under an advisory agreement, the Adviser will receive an annual fee, payable monthly, in an amount equal to 0.65% of the Fund's average daily net
assets. The Adviser, has contractually agreed to forego an amount of its monthly advisory fee and pay, absorb or reimburse the Fund so that Total
Annual Fund Operating Expenses After Expense Reimbursement do not exceed 1.45%, 1.30% and 1.20% of the average daily net assets of the Investor
Class, Institutional Class and KKR Class, respectively, (excluding interest, taxes, brokerage commissions, dividend expenses, expenses incurred
indirectly by the Fund as a result of investments in other investment companies and pooled investment vehicles, extraordinary expenses and certain
other Fund expenses) at least until March 1, 2014. Under the Expense Cap Agreement, the Adviser may recoup such reimbursements in future periods,
not exceeding three years, provided that such recoupment does not cause the Fund's Total Annual Fund Operating Expenses After Expense
Reimbursement plus recoupment to exceed 1.45%, 1.30% and 1.20% of the average daily net assets of the Investor Class, Institutional Class and KKR
Class, respectively, for the fiscal year.

A discussion regarding the basis for the Board's approval of the advisory agreement is included in the Fund's annual report to shareholders for the
period ended October 31, 2012.

Investment Team

The Fund is positioned, under the management of the Adviser, to take advantage of the full resources of KKR's global network. While the Adviser is
primarily based in San Francisco, New York and London, KKR's international footprint provides the Adviser with the ability to identify, evaluate and
execute investment opportunities globally as members of the Adviser have access to KKR's global platform.

The following investment professionals are primarily responsible for the day-to-day management and oversight of the Fund:

Erik A. Falk (New York) joined KKR in 2008 and is the co-head of leveraged credit, as well as a member of the Adviser's Portfolio Management
Committee. Previously, Mr. Falk was a portfolio manager with responsibility across the Adviser's credit strategies covering a number of sectors,
including industrials, energy, chemicals, business services and structured products. Prior to joining KKR, Mr. Falk was a Managing Director at
Deutsche Bank Securities Inc. where he was most recently global co-head of the Securitized Products Group. Prior to that, Mr. Falk worked for Credit
Suisse First Boston where he was a Director in the Asset Backed Securities department. Mr. Falk holds a B.S. and M.S. from Stanford University.

Christopher A. Sheldon (San Francisco) joined KKR in 2004 and is the co-head of leveraged credit, as well as a member of the Adviser's Portfolio
Management Committee. Previously, Mr. Sheldon was a portfolio manager with responsibility across the Adviser's credit strategies covering a number
of sectors, including technology, media, cable and telecom and responsible for opening the Adviser's London office in 2007. Prior to joining KKR, Mr.
Sheldon was a Vice President and Senior Investment Analyst with Wells Fargo's High Yield Securities Group. Mr. Sheldon previously worked at Young
& Rubicam Advertising and at SFM Media Corporation in their media-planning department. Mr. Sheldon holds a B.A. from Denison University.
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William C. Sonneborn (San Francisco) joined KKR in 2008 and is the Chief Executive Officer of the Adviser and KKR Financial Holdings LLC. He is
also a member of KKR's Management Committee and the Adviser's Investment Committee. Prior to joining KKR, Mr. Sonneborn was with The TCW
Group, Inc., most recently as President and Chief Operating Officer and CEO of The TCW Funds, Inc. and a member of the executive committee of
Societe Generale Asset Management, S.A. Mr. Sonneborn previously worked at Goldman, Sachs & Co., in both New York and Hong Kong, where he
was predominantly focused on executing mergers and acquisitions for financial institutions. Mr. Sonneborn graduated with honors and holds a B.S.
from Georgetown University.

The Fund's SAI provides additional information about the portfolio managers' compensation structure, other accounts managed by the portfolio
managers and the portfolio managers' ownership of securities in the Fund.

The investment professionals who have day-to-day responsibility for the Fund are supported not only by personnel of the Adviser but also by having
access to KKR's global platform, including over 400 KKR investment professionals. KKR's investment professionals provide access to an established
platform for evaluating investments, managing risk and focusing on opportunities and are organized in industry-specific teams that conduct their own
primary research, develop views on industry themes and trends and proactively work to identify companies in which to invest. KKR believes the
industry-specific team approach allows investment teams to become experts within their sectors and build strong relationships with companies needing
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capital, while covering the full corporate credit space. These investment professionals are also supported by an Investment Committee comprised of
senior personnel that exercises oversight over, and provides insight to, the investment activities of the Fund.

Several of the investment professionals that are involved in the investment activities of the Fund are employed by affiliates of the Adviser, and are
"associated persons" of the Adviser under the Advisers Act for purposes of managing the Fund.

The Administrator

SEI Investments Global Funds Services, located at One Freedom Valley Drive, Oaks, Pennsylvania 19456, serves as administrator to the Fund (the
"Administrator"). Under the administration agreement, the Administrator is generally responsible for managing the administrative affairs of the Fund.
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SHAREHOLDER INFORMATION
Pricing of Fund Shares

The NAV of the Fund is calculated on each day that the New York Stock Exchange ("NYSE") is open as of the close of regular trading, normally 4:00
p.m., Eastern time. Your order will be priced at the next NAV calculated following receipt of your transaction in good order by the transfer agent or
your broker-dealer or other financial intermediary. For a transaction to be considered in "good order," all required information must be provided,
required authorized signatures must be included, and payment must be in a form acceptable as per the "Purchase of Fund Shares" section of this
Prospectus. Your order will be deemed to be received before the close of trading if the order was received before that time by the transfer agent or by
certain broker-dealers or financial intermediaries.

The NAV of the Fund is equal to its total assets less its total liabilities as of the relevant valuation date. The Fund calculates NAV per Share by
subtracting liabilities from the total assets of the Fund and dividing the result by the total number of outstanding Shares of the Fund. The Fund's assets
and liabilities are valued in accordance with the principles set forth herein. Under certain circumstances, the per share NAV of a class of the Fund's
shares may be different from the per share NAV of another class of shares as a result of the different daily expense accruals applicable to each class of
shares. Generally, when the Fund pays income dividends, those dividends are expected to differ over time by approximately the amount of the expense
accrual differential between the classes.

For purposes of calculating NAV, portfolio securities and other assets for which market quotes are readily available are valued at market value. Market
value is generally determined on the basis of last reported sales prices, or if no sales are reported, based on quotes obtained from a quotation reporting
system, established market makers, or pricing services. Securities and other assets for which market quotes are not readily available are valued at fair
value as determined in good faith by the Board or persons acting at their direction. The Board has adopted methods for valuing securities and other
assets in circumstances where market quotes are not readily available, and has delegated the responsibility for applying the valuation methods to the
Adviser. When the Fund uses fair value pricing to determine its NAV, securities will not be priced on the basis of quotes from the primary market in
which they are traded, but rather may be priced by another method that the Board or persons acting at their direction believe accurately reflects fair
value. Fair value pricing may require subjective determinations about the value of a security.

Certain short-term securities with maturities of 60 days or less are generally valued based on amortized cost, which the Fund's Board has determined
constitutes fair value. With respect to any portion of the Fund's assets that are invested in one or more open-end management investment companies,
the Fund's NAV will be calculated based upon the NAVs of such investments.

Domestic and foreign fixed-income securities and non-exchange traded derivatives are normally valued on the basis of quotes obtained from brokers
and dealers or pricing services using data reflecting the earlier closing of the principal markets for those securities. Senior secured adjustable, variable
or floating rate loans for which an active secondary market exists to a reliable degree will be valued at the bid price in the market for such loans, as
provided by a loan pricing service. Prices obtained from independent pricing services use information provided by market makers or estimates of
market values obtained from yield data relating to investments or securities with similar
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characteristics. Exchange traded options, futures and options on futures are valued at the settlement price determined by the relevant exchange.

The Fund will normally use pricing data for domestic equity securities received shortly after the close of the primary securities exchange on which such
securities trade and do not normally take into account trading, clearances or settlements that take place after the close of the exchange. A foreign equity
security traded on a foreign exchange or on more than one exchange is typically valued using pricing information from the exchange considered by the
Adviser to be the primary exchange. A foreign equity security will be valued as of the close of trading on the foreign exchange, or the close of the
NYSE, if the close of the NYSE occurs before the end of trading on the foreign exchange.

If events materially affecting the price of foreign portfolio securities occur between the time when their price was last determined on such foreign
securities exchange or market and the time when the Fund's NAV was last calculated (for example, movements in certain U.S. securities indices which
demonstrate strong correlation to movements in certain foreign securities markets), such securities may be valued at their fair value as determined in
good faith in accordance with procedures established by the Board. For purposes of calculating NAV, all assets and liabilities initially expressed in
foreign currencies will be converted into U.S. dollars at prevailing exchange rates as may be determined in good faith by, or under the supervision of,
the Board. While the Fund's policy is intended to result in a calculation of the Fund's NAV that fairly reflects security values as of the time of pricing,
the Fund cannot ensure that fair values determined by the Board or persons acting at their direction would accurately reflect the price that the Fund
could obtain for a security if it were to dispose of that security as of the time of pricing (for instances, in a forced or distressed sale). The prices used by
the Fund may differ from the value that would be realized if the securities were sold. Foreign exchanges may permit trading in foreign securities on
days when the Trust is not open for business, which may result in the Fund's portfolio investments being affected when you are unable to buy or sell
shares.

How To Choose a Share Class

Investors can choose from among three classes of shares of the Fund: Investor Class, Institutional Class and KKR Class. As described above, the
classes differ to the extent they bear certain class specific minimums and expenses. When choosing a share class, it is important to consider your
method of investing, directly with the Fund or through certain broker-dealers or other financial intermediaries, the amount you plan to invest and the
expenses of each class.

INVESTOR CLASS

The minimum initial investment for this class is $2,500. Investor Class shares have no sales charges. Your entire amount invested purchases Fund
shares at the Investor Class's NAV per share. Shareholders in Investor Class shares also pay distribution (12b-1) fees at an annual rate of 0.25% of net
assets attributable to Investor Class shares. Shareholders in Investor Class shares do not pay shareholder servicing fees.

See below for more information on distribution (12b-1) fees and shareholder service fees.

INSTITUTIONAL CLASS

The minimum initial investment for this class is $100,000. Institutional Class shares have no sales charges. Your entire amount invested purchases
Fund shares at the Institutional Class's NAV per share. Shareholders in Institutional Class shares pay a shareholder service fee at an annual rate of up to
0.10% of net assets attributable to Institutional
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Class shares. Shareholders in Institutional Class shares do not pay distribution (12b-1) fees.

KKR CLASS

The minimum initial investment for this class is $5,000,000. The KKR Class shares have no sales charges. Your entire amount invested purchases Fund
shares at KKR Class's NAV per share. Shareholders in KKR Class shares do not pay distribution (12b-1) fees or shareholder servicing fees.

EXCHANGE PRIVILEGE

Shares of the Fund may also be exchanged directly for shares of another class of the Fund, subject to any applicable sales charge. An investor may
exchange each class of shares of the Fund for shares of the same class of any other fund of the Trust (once available) that offers that class based on the
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respective NAVs of the shares involved. Shareholders interested in such an exchange may request a prospectus for these other funds by contacting the
Trust.

An investor may exchange or obtain additional information about exchange privileges for a Fund's shares by contacting the investor's financial service
firm, the transfer agent or the Fund. The financial service firm may impose various fees and charges, investment minimums and other requirements
with respect to exchanges.

The Trust reserves the right to refuse exchange purchases (or purchase and redemption and/or redemption and purchase transactions) if, in the judgment
of the Adviser, the transaction would adversely affect the Fund and its shareholders. Although the Trust has no current intention of terminating or
modifying the exchange privilege, it reserves the right to do so at any time. Except as otherwise permitted by the SEC, the Trust will give you 60 days'
advance notice if it exercises its right to terminate or materially modify the exchange privilege.

An exchange of shares of the Fund directly for shares of another class of the Fund pursuant to the preceding paragraphs should generally not be a
taxable exchange for federal income tax purposes. However, an exchange of shares of the Fund for shares of the same class of any other fund of the
Trust (once available) should generally be a taxable exchange for federal income tax purposes. Please consult your tax adviser before making any
decision that may affect your tax situation.

Purchase of Fund Shares

The Fund is open for business each day the NYSE is open for trading. Shares of the Fund can be purchased either directly from the Fund, or through
certain broker-dealers or financial intermediaries, so long as they have an agreement with the Fund's distributor. The Fund generally will not accept
new account applications to establish an account with a non-U.S. address (U.S. territories are acceptable) or for a non-resident alien.

The Adviser may pay all or a portion of the charges of various financial service firms and specified benefit plans that make shares available to their
customers. Subject to tax limitations and approval by the Board, the Fund may also pay a portion of these charges representing the expenses the Fund
would otherwise incur in maintaining these separate shareholder accounts directly.

To purchase Investor Class, Institutional Class and KKR Class shares directly from the Fund, you need to complete and sign an account application and
send it, together with your payment for the shares, to the Fund's transfer agent. See "Paying for Shares" for mailing instructions.
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The Fund has authorized one or more broker-dealers to receive purchase orders of the Fund's behalf. Such broker-dealers are authorized to designate
other intermediaries to receive purchase orders on the Fund's behalf. To purchase Investor Class, Institutional Class and KKR Class shares from a
broker-dealer, the broker-dealer must be a member of the Financial Industry Regulatory Authority ("FINRA") and have entered into an agreement with
the Fund's distributor. You may or may not need to complete and sign an account application when purchasing through a broker-dealer or financial
intermediary, depending on its arrangements with the Fund. The Fund reserves the right to reject any purchase order. The Fund will be deemed to have
received a purchase order when an authorized broker-dealer, or if applicable the authorized broker-dealer's authorized designee, receives the order.
Orders to purchase shares will be made at the NAV next calculated after your order is received in good order by the transfer agent or broker-dealers or
financial intermediaries that have an agreement with the Fund's distributor. Please contact your broker dealer or financial intermediary for information
about whether the broker-dealer or financial intermediary has entered into an agreement with the Fund's distributor.

To purchase additional shares via Automated Clearing House ("ACH"), contact the transfer agent by calling 1-855-859-3943 to initiate an electronic
transfer from your bank account. You may establish electronic transfer capabilities on your account application or by sending written instructions to the
transfer agent. Assuming the transfer agent or the Fund properly acts on telephone instructions and follow reasonable procedures to protect against
unauthorized transactions, neither the transfer agent nor the Fund will be responsible for any losses due to telephone transactions. You may be
responsible for any fraudulent telephone order as long as the transfer agent or the Fund takes reasonable measures to verify the order.

Telephone purchase orders will only be accepted from financial institutions which have been approved previously by the Fund, or by investors who
have established ACH capabilities for an account.

A purchase order received by the Trust or its designee prior to the close of regular trading on the NYSE (normally 4:00 p.m., Eastern time), on a day
the Trust is open for business, is effective on that day. A purchase order received after that time becomes effective on the next business day. Purchase
orders for Fund shares are effected at the NAV per share next determined after receipt of a purchase order by the Trust or its designee.
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PAYING FOR SHARES

When purchasing shares directly from the Fund, you must pay by wire or check. Checks and other negotiable bank drafts must be drawn on U.S. banks
and made payable to "KKR Alternative High Yield Fund" or as otherwise instructed by your broker-dealer or other financial intermediary. Purchases
will be rejected if a payment does not clear the bank. Broker-dealers and other financial intermediaries settling through National Securities Clearing
Corporation, or in limited circumstances with prior arrangement with the Fund, may settle trades on the third business day following receipt by the
Fund of your order. If you fail to properly settle a purchase, you will be responsible for any resulting loss to the Fund (i.e., any difference in NAV
between the trade date and the settlement date). In the case of an insufficient funds check, an overdraft charge may also be applied. Third party checks
are generally not accepted; however, exceptions may be made by prior special arrangements with certain broker-dealers or other financial
intermediaries. Cash, checks drawn on credit card accounts, cashier's checks, money orders, traveler checks, and other cash equivalents will not be
accepted. If you purchase shares through a broker-dealer or other financial intermediary, they are responsible for forwarding or arranging payment
promptly.
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The Fund reserves the right to cancel any purchase order and will do so, under ordinary circumstances, within 48 hours of receipt of the order. In the
interest of economy and convenience to investors, the Fund does not issue certificates representing Fund shares.

SENDING APPLICATION OR DOCUMENTS BY REGULAR MAIL

If you are sending documents via U.S. mail, express delivery, registered mail or certified mail, your account application should be sent to:

Overnight Mail
KKR Alternative High Yield Fund
c/o DST Systems, Inc.
ATTN: 219295
430 West 7th Street
Kansas City, MO 64105

Regular Mail
KKR Alternative High Yield Fund
P.O. Box 219295
Kansas City, MO 64121-9295

PAYING FOR SHARES BY WIRE

Prior to sending a wire, please call toll-free 1-855-859-3943 to ensure proper credit to your account.

Direct your bank to wire funds as follows:

UMB Bank, N.A.
ABA # 101000695
DDA # 9871975908

Reference:

KKR Alternative High Yield Fund
Shareholder Account Name
Shareholder Account Number

Heavy wire traffic over the Federal Reserve System may delay the arrival of purchase orders made by wire.

MINIMUM INVESTMENTS

The minimum initial investment for Investor Class shares is $2,500, the minimum initial investment for Institutional Class shares is $100,000 and the
minimum initial investment for KKR Class shares is $5,000,000. There is no minimum for subsequent investments.
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Transactions made through your broker-dealer or other financial intermediary may be subject to charges imposed by the broker-dealer or financial
intermediary, who may also impose higher initial or additional amounts for investment than those established by the Fund. At the sole discretion of the
Fund, the initial investment minimums may be waived for certain individual investors or classes of investors (specifically, with respect to employees,
officers, directors or Trustees of the Fund, the Adviser or their affiliates or associated persons).

OTHER RETIREMENT PLANS

If you are self-employed, you may be able to purchase shares of the Fund through tax-deductible contributions to retirement plans for self-employed
persons, known as Keogh
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Plans. However, the Fund does not currently act as a sponsor or administrator for such plans.

Fund shares may also be purchased for other types of qualified pension or profit sharing plans which are employer-sponsored, including deferred
compensation or salary reduction plans, known as 401(k) plans, which give participants the right to defer portions of their compensation for investment
on a tax-deferred basis until distributions are made. However, the Fund does not currently act as a sponsor or administrator for such plans.

Redemption of Fund Shares

IN GENERAL

The Fund has authorized one or more broker-dealers to receive redemption orders of the Fund's behalf. Such broker-dealers are authorized to designate
other intermediaries to receive redemption orders on the Fund's behalf. You may redeem your shares on any day during which the NYSE is open, either
directly from the transfer agent, if you hold your shares directly, or through broker-dealers or financial intermediaries through which you hold your
shares. The Fund will be deemed to have received a redemption order when an authorized broker-dealer, or if applicable the authorized broker-dealer's
authorized designee, receives the order. Fund shares will be redeemed at the NAV next calculated after your order is received in good order by the
transfer agent or broker-dealers or financial intermediaries that have an agreement with the Fund's distributor. Please contact your broker dealer or
financial intermediary for information about whether the broker-dealer or financial intermediary has entered into an agreement with the Fund's
distributor. Redemption requests that contain a restriction as to the time, date or share price at which the redemption is to be effective will not be
honored. You can redeem less than all of your shares, but if you retain shares with a value below a minimum amount (as determined by the Fund), your
account may be closed at the discretion of the Fund.

BY MAIL

If you are sending documents via U.S. mail, express delivery, registered mail or certified mail, send a written request to:

Overnight Mail
KKR Alternative High Yield Fund
c/o DST Systems, Inc.
ATTN: 219295
430 West 7th Street
Kansas City, MO 64105

Regular Mail
KKR Alternative High Yield Fund
P.O. Box 219295
Kansas City, MO 64121-9295

Written redemption requests must be submitted and signed exactly as the account is registered. Such requests may require a signature guarantee and
additional documents. See "Signature Guarantees/Other Documents."

TELEPHONE REDEMPTION SERVICE
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You may redeem shares by telephone by electing this service on the new account application. You may thereafter redeem shares on any business day by
calling the Transfer Agent toll-free at 1-855-859-3943 until the close of the NYSE, normally 4:00 p.m., Eastern time.
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Redemption proceeds will be mailed to your address of record, or if previously established, sent to your bank account via wire or ACH.

The Fund and the transfer agent will not be liable for following telephone instructions reasonably believed to be genuine. In this regard, the transfer
agent will require personal identification information before accepting a telephone redemption order.

Please contact your broker-dealer or other financial intermediary for information on how to redeem your shares through them. A shareholder may incur
a brokerage fee for such a transaction, no part of which is received by the Adviser or the Fund.

FEES

You will not be charged for redeeming your shares directly from the transfer agent, except as described below under "Frequent Purchases and
Redemptions of Fund Shares and Redemption Fee." Broker-dealers handling redemption transactions generally will charge a service fee.

PAYMENT OF REDEMPTION PROCEEDS

The transfer agent will usually make payment for redemptions of Fund shares within one business day, but not later than seven calendar days, after
receipt of a redemption request. The Fund may suspend the right of redemption or postpone the payment of redemption proceeds at times when the
NYSE is closed or under other circumstances in accordance with interpretations or orders of the SEC.

The Fund has elected to be governed by Rule 18f-1 under the 1940 Act pursuant to which the Fund is obligated during any 90-day period to redeem
shares for any one shareholder of record solely in cash up to the lesser of $250,000 or 1% of the net asset value of the Fund at the beginning of such
period. Should a redemption exceed such limitation, the Fund may deliver, in lieu of cash, securities from its portfolio. Such in-kind securities may be
illiquid and difficult or impossible for a shareholder to sell at a time and at a price that a shareholder would like. Redemptions paid in investment
securities will give rise to income, gain or loss for income tax purposes in the same manner as redemptions paid in cash. In addition, you may incur
brokerage costs and a further gain or loss for income tax purposes when you ultimately sell the securities.

WIRED PROCEEDS

If you request payment of redemption proceeds by wire transfer, payment will be transmitted only on days that commercial banks are open for business
and only to the bank and account previously authorized by you on your application or separate signature guaranteed letter of instruction. Neither the
Fund, nor the transfer agent, will be responsible for any delays in wired redemption proceeds due to heavy wire traffic over the Federal Reserve
System.

SIGNATURE GUARANTEES/OTHER DOCUMENTS

Certain redemption requests will require a signature guarantee by an eligible guarantor institution. Eligible guarantors include commercial banks,
savings and loans, savings banks, trust companies, credit unions, member firms of a national stock exchange or any other member or participant of an
approved signature guarantor program. For example, signature guarantees may be required if your address of record has changed in the last 30 days,
you want the proceeds sent to a bank other than the bank of record on your account or if you ask that the proceeds be sent to a different person or
address. Please note that a notary public is not an acceptable provider of a signature guarantee and that the Fund must be provided with the original
guarantee. Signature guarantees are for the
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protection of our shareholders. Before it grants a redemption request, the Fund may require a shareholder to furnish additional legal documents to
insure proper authorization.
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Accounts held by a corporation, trust, fiduciary or partnership may require additional documentation along with a signature guaranteed letter of
instruction. Please contact Shareholder Services at 1-855-859-3943 for more information. The Fund participates in the Paperless Legal Program.
Requests received with a Medallion Signature Guarantee will be reviewed for the proper criteria to meet the guidelines of the Program and may not
require additional documentation.

CHANGING INFORMATION

If you did not previously elect the Telephone Redemption Service on your new account application, or wish to change any information previously
provided to the transfer agent (including the bank to which redemption proceeds are to be wired) or add information to establish electronic transfer
capabilities (ACH), you must submit a signature guaranteed letter of instruction. This is designed to protect you and the Adviser from fraud.

AUTOMATIC INVESTMENT PLAN (VIA ACH)

You may not open an account via ACH. However, once you have established an account, you can set up an automatic investment plan by mailing a
completed application to the Fund. These purchases can be made monthly, quarterly, semi-annually or annually in amounts of at least $100. To cancel
or change a plan, write to the Fund at: KKR Alternative High Yield Fund, P.O. Box 219295, Kansas City, MO 64121-9295 (Express Mail Address:
KKR Alternative High Yield Fund, c/o DST Systems, Inc., 430 West 7th Street, Kansas City, MO 64105). Please allow up to 15 days to create the plan
and 3 days to cancel or change it.

SYSTEMATIC WITHDRAWAL PLAN

If your account has a value of $10,000 or more, you may participate in the Systematic Withdrawal Plan. Under this plan, you may elect to receive
regular monthly, quarterly, or annual checks to your address of record, or credit directly to your predetermined bank account, in a stated amount of not
less than $75. Shares will be redeemed as necessary to make those payments. To participate in the Systematic Withdrawal Plan, please complete the
appropriate section of the application, signed by all registered shareholders, to KKR Alternative High Yield Fund, P.O. Box 219295, Kansas City, MO
64121-9295 (Express Mail Address: KKR Alternative High Yield Fund, c/o DST Systems, Inc., 430 West 7th Street, Kansas City, MO 64105). If not
referenced, a default date of the 15th of the month will be used for the redemption.

TRANSFER OF OWNERSHIP

You may transfer Fund shares or change the name or form in which the shares are registered by writing to the Transfer Agent. The letter of instruction
must clearly identify the account number, name(s) and number of shares to be transferred, and provide a certified tax identification number by way of a
completed new account application and W-9 or other applicable tax form, and include the signature(s) of all registered owners. The signature(s) on the
transfer instructions must be guaranteed as described under "Signature Guarantees/Other Documents."
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DIVIDENDS AND DISTRIBUTIONS

You should specify on your new account application how you wish to receive distributions. If no election is made on the new account application, all
distributions will automatically be reinvested. The Fund offers two options:

1) income dividends and capital gain distributions automatically reinvested in additional shares of the Fund; or

2) both distributions paid in cash.

Any distribution payments returned by the post office as undeliverable will be reinvested in additional shares of the applicable class of the Fund at the
NAV next determined.

It is currently planned that dividends will be accrued on a daily basis and paid on a monthly basis beginning at the end of the month following the
month in which the Fund commenced operations.

Frequent Purchases and Redemptions of Fund Shares and Redemption Fee

The Fund is intended for long-term investors and not for those who wish to trade frequently in its shares. The Fund will not knowingly accommodate
frequent trading in Fund shares. The Board has adopted policies and procedures designed to prevent frequent trading in Fund shares, commonly
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referred to as "market timing," because such activities are disruptive to the management of the Fund's portfolio, and may increase Fund expenses and
negatively affect the Fund's performance. The Fund believes that excessive short-term trading of Fund shares creates risks for the Fund and its long-
term shareholders, including interference with efficient portfolio management, increased administrative and brokerage costs, and dilution in the value
of its shares from traders seeking short-term profits from market momentum, time-zone arbitrage and other timing strategies.

The procedures of the Fund require that the Transfer Agent monitor the trading activities of Fund accounts on a regular basis. If the Adviser
determines, in its sole discretion, that an account shows a pattern of excessive trading, it will then review the account's activities and will bar the
shareholder from future purchases, including purchases by exchange. The Fund's Adviser will notify the Fund's Transfer Agent of any of these
restrictions and will keep the Board informed quarterly regarding the implementation of these frequent trading policies and procedures. The Fund
reserves the right to refuse a purchase order for any reason if the Adviser believes that, in its sole discretion, a shareholder is engaging in short-term
trading activities that may be harmful to the Fund and its shareholders. Transactions accepted by a financial intermediary from a shareholder who has
previously been barred from future purchases are not deemed accepted by the Fund and may be cancelled or revoked by the Fund. In the event that any
purchase order is refused or revoked, the purchase price will be refunded as soon as possible. To discourage frequent short-term trading in Fund shares,
the Fund imposes a 2.00% of NAV redemption fee on redemptions with respect to Fund shares held for 30 days or less. For example, if you purchase
your shares on September 15th you will be charged a fee for any redemptions made on or prior to October 14th of the same year. This redemption fee is
assessed and retained by the Fund for the benefit of the remaining shareholders. The redemption fee is not a sales charge and is not paid to the Adviser
or any third party. The redemption fee applies to redemptions from the Fund, but not to redemptions of shares acquired through dividend or capital gain
distributions which have been automatically reinvested into the Fund. The Fund reserves the right to modify the terms of, or terminate, this fee at any
time.

The fee is applied to the shares being redeemed in the order in which they were purchased. For this purpose, shares will be treated as redeemed as
follows: first,
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reinvested shares; second, shares held more than 30 days after issuance; and third, shares held for 30 days or less after issuance.

The Fund may not impose redemption fees in the following situations:

• on required minimum distributions from IRA and other retirement accounts (where it is operationally feasible),

• in certain rare hardship situations, such as death or disability, that have been approved by the Adviser and are reported to the Board, or

• on transactions by shareholders holding shares through an omnibus account, third-party intermediary or broad-based benefit plan if: the intermediary
has represented to the Fund that it will track and remit the redemption fees, or the Fund has determined that policies and procedures reasonably
designed to prevent short-term trading in Fund shares by participants in the program or plan are in effect. Examples of this type of exception are asset
allocation programs that rebalance periodically, systematic withdrawal plans and broad-based benefit plans that appropriately restrict the frequency
with which participants can redeem or exchange their interests in the Fund.

The Transfer Agent monitors activity at the omnibus level in order to try to identify unusual trading patterns that may indicate short-term trading by
individual accounts within the omnibus account. If the Fund does identify such activity, the Fund may instruct the transfer agent or intermediary to
code the individual account "Redemption Only." If the Fund determines that an account, plan or intermediary may not be acting properly to prevent
short-term trading, the Fund has the right to access information about beneficial shareholder transactions in accounts held through omnibus accounts,
benefit plans or other intermediaries and intends to do so. The Fund reserves the right to remove any waiver granted to such a party. Utilizing these
information rights will assist the Fund in preventing short-term trading, assessing redemption fees and administering or revoking waivers, although
there is always some risk that a shareholder acting through such an intermediary might be able to engage in short-term trading to the detriment of the
Fund without having to pay a redemption fee. There can be no assurance that the Fund and the Adviser will be able to identify all those who trade
excessively or employ a market timing strategy, and curtail their trading in every instance.

Customer Identification and Verification

To help the government fight the funding of terrorism and money laundering activities, federal law requires all financial institutions to obtain, verify
and record information that identifies each person who opens an account.
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This means that when you open an account, the Fund will ask your name, address, date of birth, and other information that will allow the Fund to
identify you. This information is subject to verification to ensure the identity of all persons opening a mutual fund account.

The Fund is required by law to reject your new account application if the required identifying information is not provided.

In certain instances, the Fund is required to collect documents to fulfill its legal obligation. Documents provided in connection with your application
will be used solely to establish and verify a customer's identity.

Attempts to collect the missing information required on the application will be performed by either contacting you or, if applicable, your broker. If this
information cannot be obtained within a reasonable timeframe established in the sole discretion of the Fund, your application will be rejected.
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Upon receipt of your application in proper form (or upon receipt of all identifying information required on the application), your investment will be
accepted and your order will be processed at the next-determined NAV.

The Fund reserves the right to close or liquidate your account at the NAV next-determined and remit proceeds to you via check if it is unable to verify
your identity. Attempts to verify your identity will be performed within a reasonable timeframe established in the sole discretion of the Fund. Further,
the Fund reserves the right to hold your proceeds until your original check clears the bank, which may take up to 15 days from the date of purchase. In
such an instance, you may be subject to a gain or loss on Fund shares and will be subject to corresponding tax implications.

Tax Consequences

The following is a description of the material U.S. federal income tax consequences of owning and disposing of Shares and of some of the important
U.S. federal income tax considerations affecting the Fund. The discussion below provides general tax information related to an investment in Shares,
but this discussion does not purport to be a complete description of the U.S. federal income tax consequences of an investment in the Shares. It is based
on the Internal Revenue Code of 1986, as amended (the "Code") and Treasury regulations and administrative pronouncements, all as of the date hereof,
any of which is subject to change, possibly with retroactive effect. In addition, it does not describe all of the tax consequences that may be relevant in
light of a Shareholder's particular circumstances, including alternative minimum tax consequences and tax consequences applicable to Shareholders
subject to special tax rules, such as certain financial institutions; dealers or traders in securities who use a mark-to-market method of tax accounting;
persons holding Shares as part of a hedging transaction, wash sale, conversion transaction or integrated transaction or persons entering into a
constructive sale with respect to the Shares; entities classified as partnerships or other pass-through entities for U.S. federal income tax purposes; real
estate investment trusts; insurance companies; U.S. shareholders (as defined below) whose functional currency is not the U.S. dollar; or tax-exempt
entities, including "individual retirement accounts" or "Roth IRAs." Unless otherwise noted, the following discussion only applies to a Shareholder that
holds Shares as a capital asset (generally, for investment) and is a U.S. shareholder. A "U.S. shareholder" is a holder who, for U.S. federal income tax
purposes, is a beneficial owner of Shares and is (i) an individual who is a citizen or resident of the United States; (ii) a corporation, or other entity
taxable as a corporation, created or organized in or under the laws of the United States, any state therein or the District of Columbia; (iii) an estate the
income of which is subject to U.S. federal income taxation regardless of its source; or (iv) a trust if it (x) is subject to the primary supervision of a court
within the United States and one or more U.S. persons have the authority to control all substantial decisions of the trust or (y) has a valid election in
effect under applicable United States Treasury regulations to be treated as a U.S. person. A "non-U.S. shareholder" generally is a beneficial owner of
Shares who is not a U.S. shareholder or a partnership or other entity treated as a partnership for U.S. federal income tax purposes. Tax laws are
complex and often change, and Shareholders should consult their tax advisors about the U.S. federal, state, local or foreign tax consequences of an
investment in the Fund. For more information, please see the section of the SAI entitled "Tax Matters."

The Fund intends to elect to be treated as, and to qualify in each taxable year as, a regulated investment company (a "RIC") under Subchapter M of the
Code. Assuming the Fund so qualifies and satisfies certain distribution requirements, the Fund generally will not be subject to U.S. federal income tax
on income distributed in a timely manner to its shareholders in the form of dividends or capital gain distributions (including dividends and distributions
that are reinvested in additional shares). If the Fund retains any net
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capital gains for reinvestment, it may elect to treat such capital gains as having been distributed to its shareholders. If the Fund makes such an election,
each shareholder will be required to report its share of such undistributed net capital gain as long-term capital gain and will be entitled to claim its share
of the U.S. federal income taxes paid by the Fund on such undistributed net capital gain as a credit against its own U.S. federal income tax liability, if
any, and to claim a refund on a properly-filed U.S. federal income tax return to the extent that the credit exceeds such liability. In addition, each
shareholder will be entitled to increase the adjusted tax basis of its shares by the difference between its share of such undistributed net capital gain and
the related credit. There can be no assurance that the Fund will make this election if it retains all or a portion of its net capital gain for a taxable year.

A RIC will be subject to a nondeductible 4% excise tax on amounts that it fails to distribute during each calendar year. In order to avoid this excise tax,
a RIC must distribute during each calendar year an amount at least equal to the sum of (i) 98% of its ordinary taxable income for the calendar year, (ii)
98.2% of its capital gain net income for the one-year period ended on October 31 of the calendar year and (iii) any ordinary income and capital gains
for previous years that were not distributed during those years. For these purposes, the Fund will be deemed to have distributed any income or gains on
which it paid federal income tax. The Fund intends generally to make distributions sufficient to permit it to avoid the imposition of this excise tax, but
there can be no assurance in this regard.

To qualify as a RIC for any taxable year, the Fund must, among other things, satisfy both an income test and an asset test for such taxable year.
Specifically, (i) at least 90% of the Fund's gross income for such taxable year must consist of dividends; interest; payments with respect to certain
securities loans; gains from the sale or other disposition of stock, securities or foreign currencies; other income (including, but not limited to, gains
from options, futures or forward contracts) derived with respect to its business of investing in such stock, securities or currencies; and net income
derived from interests in "qualified publicly traded partnerships" (such income, "Qualifying RIC Income") and (ii) the Fund's holdings must be
diversified so that, at the end of each quarter of such taxable year, (a) at least 50% of the value of the Fund's total assets is represented by cash and cash
items, securities of other RICs, U.S. government securities and other securities, with such other securities limited, in respect of any one issuer, to an
amount not greater than 5% of the value of the Fund's total assets and not greater than 10% of the outstanding voting securities of such issuer and (b)
not more than 25% of the value of the Fund's total assets is invested (x) in securities (other than U.S. government securities or securities of other RICs)
of any one issuer or of two or more issuers that the Fund controls and that are engaged in the same, similar or related trades or businesses or (y) in the
securities of one or more "qualified publicly traded partnerships." The Fund's share of income derived from a partnership other than a "qualified
publicly traded partnership" will be treated as Qualifying RIC Income only to the extent that such income would have constituted Qualifying RIC
Income if derived directly by the Fund. A "qualified publicly traded partnership" is generally defined as an entity that is treated as a partnership for
U.S. federal income tax purposes if (i) interests in such entity are traded on an established securities market or are readily tradable on a secondary
market or the substantial equivalent thereof and (ii) less than 90% of its gross income for the relevant taxable year consists of Qualifying RIC Income.
The Code provides that the Treasury Department may by regulation exclude from Qualifying RIC Income foreign currency gains that are not directly
related to the RIC's principal business of investing in stock or securities (or options and futures with respect to stock or securities). The Fund
anticipates that, in general, its foreign currency gains will be directly related to its principal business of investing in stock and securities.
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It is expected that a very substantial portion of the Fund's income will consist of ordinary income. For example, interest and OID derived by the Fund
will constitute ordinary income. In addition, gain derived by the Fund from the disposition of debt securities with "market discount" (generally,
securities purchased by the Fund at a discount to their stated redemption price) will be treated as ordinary income to the extent of the market discount
that has accrued, as determined for U.S. federal income tax purposes, at the time of such disposition unless the Fund makes an election to accrue
market discount on a current basis. In addition, certain of the Fund's investments will be subject to special U.S. federal income tax provisions that may
affect the character, increase the amount and/or accelerate the timing of distributions to Shareholders.

Dividends and other distributions paid by the Fund are generally treated as received by a Shareholder at the time the dividend or distribution is made.
However, the Fund may, under certain circumstances, elect to treat a dividend that is paid during the following taxable year as if it had been paid during
the taxable year in question. If the Fund makes such an election, a Shareholder will still be treated as receiving the dividend in the taxable year in
which the distribution is made. However, any dividend declared by the Fund in October, November or December of any calendar year, payable to
Shareholders of record on a specified date in such a month and actually paid during January of the following year, will be treated as if it had been
received by the Fund's Shareholders on December 31 of the year in which the dividend was declared.

If an investor purchases Shares shortly before the record date of a distribution, the price of the Shares will include the value of the distribution and the
investor will be subject to tax on the distribution even though economically it may represent a return of his, her or its investment.
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There may be uncertainty as to the appropriate treatment of certain of the Fund's investments for U.S. federal income tax purposes. In particular, the
Fund may invest a portion of its net assets in below investment grade instruments. Investments in these types of instruments may present special tax
issues for the Fund. U.S. federal income tax rules are not entirely clear about issues such as when the Fund may cease to accrue interest, original issue
discount or market discount, when and to what extent deductions may be taken for bad debts or worthless instruments, how payments received on
obligations in default should be allocated between principal and income and whether exchanges of debt obligations in a bankruptcy or workout context
are taxable. These and other issues will be addressed by the Fund, to the extent necessary, in order to seek to ensure that it distributes sufficient income
to ensure that it does not become subject to U.S. federal income or excise tax.

Distributions of the Fund's ordinary income and net short-term capital gains will generally be taxable to shareholders as ordinary income to the extent
such distributions are paid out of the Fund's current or accumulated earnings and profits, as determined for U.S. federal income tax purposes.
Distributions or deemed distributions, if any, of net long-term capital gains will be taxable as long-term capital gains, regardless of the length of time
the shareholder has owned shares. A distribution of an amount in excess of the Fund's current and accumulated earnings and profits will be treated by a
shareholder as a return of capital that will be applied against and reduce the shareholder's basis in its shares. To the extent that the amount of any such
distribution exceeds the shareholder's basis in its shares, the excess will be treated as gain from a sale of the shares. Distributions will be treated in the
manner described above regardless of whether such distributions are paid in cash or reinvested in additional shares.

Distributions made to a non-corporate shareholder out of "qualified dividend income," if any, received by the Fund will be subject to tax at the lower
rates applicable to net capital gains, provided that the shareholder meets certain holding period and other requirements with respect to its shares.
However, Fund distributions will generally not qualify for this
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favorable treatment and also will generally not qualify for the corporate dividends received deduction because the Fund will be generally earning
interest income rather than dividend income.

It is expected that a very substantial portion of the Fund's income will consist of ordinary income. For example, interest and OID derived by the Fund
will constitute ordinary income. In addition, gain derived by the Fund from the disposition of debt securities with "market discount" (generally,
securities purchased by the Fund at a discount to their stated redemption price) will be treated as ordinary income to the extent of the market discount
that has accrued, as determined for U.S. federal income tax purposes, at the time of such disposition unless the Fund makes an election to accrue
market discount on a current basis. In addition, certain of the Fund's investments will be subject to special U.S. federal income tax provisions that may
affect the character, increase the amount and/or accelerate the timing of distributions to Shareholders.

Dividends and other distributions paid by the Fund are generally treated as received by a Shareholder at the time the dividend or distribution is made.
However, the Fund may, under certain circumstances, elect to treat a dividend that is paid during the following taxable year as if it had been paid during
the taxable year in question. If the Fund makes such an election, a Shareholder will still be treated as receiving the dividend in the taxable year in
which the distribution is made. However, any dividend declared by the Fund in October, November or December of any calendar year, payable to
Shareholders of record on a specified date in such a month and actually paid during January of the following year, will be treated as if it had been
received by the Fund's Shareholders on December 31 of the year in which the dividend was declared.

If an investor purchases Shares shortly before the record date of a distribution, the price of the Shares will include the value of the distribution and the
investor will be subject to tax on the distribution even though economically it may represent a return of his, her or its investment.

A shareholder may recognize a capital gain or loss on the sale or other disposition of shares. The amount of the gain or loss will be equal to the
difference between the amount realized and the shareholder's adjusted tax basis in the relevant shares. Such gain or loss generally will be a long-term
gain or loss if the shareholder's holding period for such shares is more than one year. Under current law, net long-term capital gains recognized by non-
corporate shareholders are generally subject to U.S. federal income tax at lower rates than the rates applicable to ordinary income. Losses realized by a
shareholder on the sale of shares held for six months or less will be treated as long-term capital losses to the extent of any distribution of long-term
capital gain received (or deemed received, as discussed above) with respect to such shares. In addition, no loss will be allowed on a sale or other
disposition of shares if the shareholder acquires (including pursuant to dividend reinvestment) shares within 30 days before or after the disposition. In
such a case, the basis of the securities acquired will be adjusted to reflect the disallowed loss.

For taxable years beginning after December 31, 2012, a U.S. person that is an individual or estate, or a trust that does not fall into a special class of
trusts that is exempt from such tax, will be subject to a 3.8% tax on the lesser of (a) the U.S. person's "net investment income" for the relevant taxable
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year and (b) the excess of the U.S. person's modified gross income for the taxable year over certain threshold amounts (which in the case of individuals
will be between $125,000 and $250,000, depending on the individual's circumstances). A U.S. person's net investment income will generally include its
gross dividend income, including distributions of capital gains and its net gains from the disposition of shares. U.S. persons that are individuals, estates
or trusts are urged to consult their tax advisors regarding the applicability of this tax to their income and gains in respect of their investment in shares of
the Fund.
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The Fund (or its administrative agent) must report to the Internal Revenue Service ("IRS") and furnish to Fund shareholders basis information for Fund
shares purchased on or after January 1, 2012, and sold on or after that date. In addition to reporting the gross proceeds from the sale of Fund shares, the
Fund will also be required to report the basis information for such shares and indicate whether these shares had a short-term or long-term holding
period. For each sale of Fund shares, the Fund will permit shareholders to elect from among several IRS-accepted basis methods, including the average
basis method. In the absence of an election, the Fund will use the average basis method as the default basis method. The basis method elected by the
Fund shareholder (or the basis method applied by default) for each sale of Fund shares may not be changed after the settlement date of each such sale
of Fund shares. Fund shareholders should consult with their tax advisors to determine the best IRS-accepted basis method for their tax situation and to
obtain more information about how the new basis reporting law applies to them. Shareholders that hold their shares in the Fund through a financial
intermediary should contact such financial intermediary with respect to reporting of cost basis and available elections for their accounts.

Assets with Unrealized Gains for Tax Purposes

Certain assets held by the Fund were transferred to the Fund in non-recognition transactions in which the Fund's tax basis in the transferred assets
equals the tax basis of the transferors in such assets which is below the fair market value of such assets ("Unrealized Appreciation Assets"), see
"Management of the Fund�Related Performance Information". As of October 23, 2012, the net appreciation for tax purposes in the Unrealized
Appreciation Assets was approximately $2,167,409, which was approximately 2.28% of the value of the total assets that were transferred to the Fund
(this percentage would decrease to the extent that the Fund increases it assets through the sale of Fund shares). To the extent that such unrealized
appreciation is ultimately realized by the Fund through a future sale, or on maturity of the Unrealized Appreciation Assets, the net realized gains of the
Fund (also taking into account realized gains and losses of other assets) would be distributed to the Fund shareholders. Thus, the unrealized gain, for
tax purposes, in Unrealized Appreciation Assets could result in higher amounts of future taxable distributions to Fund shareholders.

Backup Withholding

The Fund may be required to backup withhold on taxable dividend and certain other payments to shareholders who do not furnish to the Fund their
correct taxpayer identification number (in the case of individuals, their social security number), and make certain certifications, or who are otherwise
subject to backup withholding. Shareholders should be sure to provide this information when they complete the new account application. Backup
withholding is not an additional tax. Any amount withheld from payments made to a shareholder may be refunded or credited against such
shareholder's U.S. federal income tax liability. Backup withholding will not, however, be applied to payments that have been subject to the 30%
withholding tax applicable to non-U.S. Shareholders.

Non-U.S. Shareholders

If a shareholder is a non-U.S. Shareholder whose ownership of Shares is not "effectively connected" with a U.S trade or business, distributions of
investment company taxable income will generally be subject to a U.S. federal withholding tax at a rate of 30% (or lower treaty rate). Net long-term
capital gain dividends distributed by the Fund to a non-U.S. Shareholder will generally not be subject to U.S. withholding tax. For a discussion of the
tax consequences of the ownership of shares by a non-U.S. Shareholder whose
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ownership of shares is "effectively connected" with a U.S. trade or business, please see the discussion in the SAI under "Tax Matters�Non-U.S.
Shareholders."
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Effective January 1, 2014, the Fund will be required to withhold U.S. tax (at a 30% rate) on payments of dividends and (effective January 1, 2017)
redemption proceeds made to certain non-U.S. entities that fail to comply or be deemed compliant with extensive new reporting and withholding
requirements designed to inform the U.S. Department of the Treasury of U.S.-owned foreign investment accounts. Shareholders may be requested to
provide additional information to the Fund to enable the Fund to determine whether such withholding is required.

Non-U.S. Shareholders are advised to consult their tax advisors with respect to the particular tax consequences to them of an investment in the Fund.

Alternative Minimum Tax

As with any taxable investment, investors may be subject to the federal alternative minimum tax on their income (including taxable income from the
Fund), depending on their individual circumstances.

The discussions set forth herein and in the SAI do not constitute tax advice, and shareholders are urged to consult their own tax advisor to
determine the specific U.S. federal, state, local and foreign tax consequences of investing in the Fund.
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DISTRIBUTION ARRANGEMENTS
Distribution (12b-1) and Shareholder Service Plans

The Fund has adopted a Distribution and Service Plan pursuant to Rule 12b-1 under the 1940 Act (the "12b-1 Plan"), applicable to Investor Class
shares, and a separate Shareholder Servicing Plan applicable to Institutional Class shares.

The 12b-1 Plan allows the Fund to pay fees to cover sales, marketing and promotional expenses of Investor Class shares, as well as related ancillary
services such as account maintenance and customer service to Investor Class shareholders. The 12b-1 Plan permits the Fund to pay a distribution
(12b-1) fee at an annual rate of 0.25% of net assets attributable to Investor Class shares.

The Shareholder Servicing Plan allows the Fund to pay a fee for assistance in connection with shareholder services such as account maintenance and
customer service to Institutional Class shareholders. The Shareholder Servicing Plan permits the Fund to pay shareholder service fees at an annual rate
of up to 0.10% of net assets attributable to Institutional Class shares to cover the costs of such services.

Both the 12b-1 Plan fees and Shareholder Servicing Plan fees are subject to the approval of the Board. Because these fees, as applicable, are deducted
from the net assets of Investor Class and Institutional Class shares, respectively, on an ongoing basis, they have the effect of increasing the cost of your
investment the longer you hold it.

Investing Through an Intermediary

If you invest through a third party such as a bank, broker-dealer, trust company or other financial intermediary, rather than directly with the Fund,
certain purchase and redemption policies, fees, and minimum investment amounts may differ from those described in this Prospectus. The Fund may
also participate in programs with national brokerage firms that limit or eliminate a shareholder's transaction fees, and the Investor Class, Institutional
Class and KKR Class shares may pay fees to these firms in return for services provided by these programs to shareholders.

The Adviser may pay compensation (out of its own resources and not as an expense of the Fund) to certain affiliated or unaffiliated brokers, dealers or
other financial intermediaries or service providers in connection with the sale or retention of Fund shares. This compensation may provide such
affiliated or unaffiliated entities with an incentive to favor sales of shares of the Fund over other investment options. Any such payments will not
change the NAV or the price of the Fund's shares.

The Adviser or its affiliates pay certain costs of marketing the Fund out of their own resources. The Adviser or its affiliates may also share with third
party financial intermediaries certain marketing expenses or pay for the opportunity to distribute the Fund; sponsor informational meetings, seminars
and client awareness events; support marketing materials or business building programs; or pay third parties in connection with marketing to financial
intermediaries. The Adviser or its affiliates may also pay amounts to third parties, including brokerage firms, banks, financial advisors, retirement plan
service providers, and other financial intermediaries for providing recordkeeping, sub-accounting, transaction processing and other administrative
services, and a portion of these payments may be borne by the Fund.
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The amount of these payments is determined from time to time by the Adviser and may differ among such financial intermediaries. Such payments
may provide incentives for financial intermediaries to make shares of the Fund available to their customers, and may result in the Fund having greater
access to such parties and their customers than would

45

be the case if no payments were made. These payment arrangements will not change the price an investor pays for shares of the Fund or the amount
that the Fund receives to invest on behalf of the investor.

You may wish to inquire whether such arrangements exist when purchasing or selling or evaluating any recommendations to purchase or sell shares of
the Fund through any intermediary.
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FINANCIAL HIGHLIGHTS INFORMATION
The following financial highlights table is intended to help you understand the financial performance of the Fund since it commenced operations on
October 23, 2012 through the fiscal year ended October 31, 2012. Certain information reflects financial results for a single Fund share. The total
returns in the table represent the rate that an investor would have earned or lost on an investment in the Fund (assuming the reinvestment of all
dividends and distributions). The information has been audited by Deloitte & Touche LLP, whose report, along with the Fund's financial statements, is
included in the Fund's annual report (available upon request).

KKR Class Shares

Per share operating performance

KKR
Alternative
High Yield

Fund*

Net asset value, beginning of period $ 10.00

Income (loss) from operations:
Net investment income(1) 0.02

Net realized and unrealized loss (0.01 )

Total from operations 0.01

Dividends and distributions from:
Net investment income (0.02 )

Total dividends and distributions (0.02 )

Net asset value, end of period $ 9.99

Total return† 0.05 %

Ratios to average net assets
Expenses 1.20 %**

Expenses (Excluding waivers and

reimbursements) 4.18 %**

Net investment income 7.08 %**

Supplemental Data
Net assets, end of period (000) $ 101,826

Portfolio turnover rate† 0.64 %
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(1) Per share calculations were performed using average shares.

† Total return and Portfolio turnover rate are for the period indicated and have not been annualized.

* Commenced operations on October 23, 2012.

** Annualized.
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SHAREHOLDER SERVICES
The Fund provides you with the following services and information about your account:

• A confirmation after every transaction;

• Monthly account statements reflecting all transactions for the month;

• Tax information mailed after the close of each calendar year; and

• Financial statements of the Fund, mailed at least twice a year.

Telephone Information

Your Account

Questions about your account, purchases, redemptions and distributions can be answered by the Transfer Agent Monday through Friday, 9:00 a.m. to
5:00 p.m., Eastern time. Call toll free 1-855-859-3943.

The Fund

Questions about the Fund and literature requests can be answered by the Fund's telephone representatives Monday through Friday, 9:00 a.m. to 5:00
p.m., Eastern time. Call toll free 1-855-859-3943.

To Redeem Shares

To redeem shares by telephone, call the transfer agent prior to 4:00 p.m., Eastern time on the day you wish to redeem. Call toll free 1-855-859-3943.
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KKR Series Trust
555 California Street
50th Floor
San Francisco, CA 94104
Toll Free 1-855-859-3943
www.kkrfunds.kkr.com

Adviser
KKR Asset Management LLC
555 California Street
50th Floor
San Francisco, CA 94104

FOR MORE INFORMATION

More information on the Fund is available free upon request, including the following:

• Shareholder Reports�Additional information about the Fund's investments is available in the Fund's Annual and Semi-Annual Reports to
Shareholders. The Fund's Annual Report to Shareholders contains a discussion of the market conditions and investment strategies that significantly
affected the Fund's performances during the last fiscal year.

• Statement of Additional Information ("SAI")�The SAI provides more detailed information about the Fund, is on file with the Securities and
Exchange Commission (the "SEC"), and is incorporated by reference (is legally considered part of this Prospectus).

You can obtain the SAI and the Fund's Reports to Shareholders without charge, upon request, and otherwise make inquiries to the Fund by writing the
Fund at KKR Alternative High Yield Fund, P.O. Box 219295, Kansas City, MO 64121-9295 (Express Mail Address: KKR Alternative High Yield
Fund, c/o DST Systems, Inc., 430 West 7th Street, Kansas City, MO 64105), by emailing investing@kkr.com, or by calling toll-free 1-855-859-3943.

The Fund's Prospectus, SAI, Shareholder Reports and other additional information are available through the Fund's website at www.kkrfunds.kkr.com.

Information about the Fund, including the SAI, can be reviewed at the SEC's Public Reference Room in Washington D.C. (phone 202-551-8090 for
information). Copies of this information may be obtained, upon payment of a duplicating fee, by electronic request at the e-mail address
publicinfo@sec.gov, or by writing the SEC's Public Reference Branch, 100 F Street NE, Room 1580, Washington, D.C. 20549-1520. Reports and other
information about the Fund are also available on the SEC's Internet Web site (http://www.sec.gov).

Investment Company Act File No. 811-22720

KKR SERIES TRUST January [ ], 2013

STATEMENT OF ADDITIONAL INFORMATION

Investor Class Shares
KHYZX
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Institutional Class Shares
KHYLX

KKR Class Shares
KHYKX

KKR Alternative High Yield Fund

This Statement of Additional Information (�SAI�) is not a prospectus and should be read together with the Fund�s Prospectus
dated January [ ], 2013. A copy of the Prospectus may be obtained without charge by writing to the Fund at KKR Alternative High
Yield Fund, P.O. Box 219295, Kansas City, MO 64121-9295 (Express Mail Address: KKR Alternative High Yield Fund, c/o DST
Systems, Inc., 430 West 7th Street, Kansas City, MO 64105), by emailing investing@kkr.com or by calling the Fund toll-free at
1-855-859-3943.
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FUND HISTORY

KKR Series Trust (the �Trust�) was organized as a statutory trust under the laws of the state of Delaware pursuant to a Certificate
of Trust dated July 16, 2012.

DESCRIPTION OF THE FUND AND ITS INVESTMENTS AND RISKS

The Trust is an open-end, management investment company that currently consists of one non-diversified series: KKR Alternative
High Yield Fund (the �Fund�).

Investment Strategies and Risks
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The Fund seeks to achieve its investment objective by investing in a portfolio of fixed-income investments. Under normal market
conditions, the Fund will invest at least 80% of its net assets, including any borrowings for investment purposes, in corporate fixed-
income instruments that are rated below investment grade (�high yield� or �junk�) by a nationally recognized statistical rating
organization or are unrated but deemed by KKR Asset Management LLC, the Fund�s investment adviser (the �Adviser�), to be of
comparable quality. These fixed-income instruments may include high yield bonds, notes, debentures, convertible securities, preferred
stock and loans.

The Adviser seeks to identify investment opportunities with the potential for attractive risk-adjusted returns by employing a
rigorous, fundamentals-based due diligence process that leverages the expertise and experience of its fixed-income investment
professionals and portfolio managers who focus extensively on fixed-income investing within the Adviser. The Adviser�s due diligence
process focuses on the preservation of capital within the Fund�s portfolio and facilitates the identification of opportunistic, short-term
tactical investment opportunities by the Fund as the Adviser seeks to identify and capture discounts or premiums over purchase price in
response to changes in market environments and credit events.

The Adviser currently anticipates that the majority of the Fund�s investments will be in fixed-income instruments issued by U.S.
companies, but the Fund may, from time to time, be invested outside the United States, including investments in issuers located in
emerging markets. Such obligations may be U.S. dollar-denominated as well as non-U.S. dollar-denominated, subject to the limitation
that the Fund will not invest more than 30% of its total assets in non-U.S. dollar-denominated securities or instruments issued by non-
U.S. issuers that are not publicly traded in the United States. The Fund may invest in fixed-income instruments without regard to their
maturity.

The Fund may also invest in loan participations. The Fund may seek to obtain market exposure to the securities and instruments in
which it invests by investing in exchange-traded funds (�ETFs�) and may invest in various types of derivatives, including swaps,
futures and options, and structured products in pursuing its investment objective or for hedging purposes. Derivative instruments used
by the Fund will be counted towards the 80% investment policy discussed above to the extent they have economic characteristics
similar to the securities included within that policy.

The Fund is �non-diversified� for purposes of the Investment Company Act of 1940, as amended (the �1940 Act�).

The Fund has filed a notice of eligibility claiming an exclusion from the definition of the term �commodity pool operator�
(�CPO�) under the Commodity Exchange Act (�CEA�). Therefore, neither the Fund nor the Adviser (with respect to the Fund) is
subject to registration or regulation as a commodity pool or CPO under the CEA.

Portfolio Composition

The Fund�s investments in fixed-income investments, including high yield bonds, notes, loans, debentures, convertible securities
and preferred stock, may be all or substantially in investments that are generally considered to have a credit quality rated below
investment grade by a NRSRO or unrated credit obligations that are deemed to be of comparable quality by the Adviser. High yield
securities (that is, securities rated Ba or lower by Moody�s Investors Service, Inc. (�Moody�s�) or BB or lower by Standard & Poor�s
(�S&P�)) are commonly referred to as �junk� securities and are regarded as
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predominantly speculative with respect to the issuer�s capacity to pay interest and repay principal in accordance with the terms of the
obligations and involve major risk exposure to adverse conditions. Generally, high yield securities provide a higher yield than higher-
grade securities of similar maturity but are subject to greater risks, such as greater credit risk, greater market risk and volatility, greater
liquidity concerns and potentially greater manager risk. High yield securities are more susceptible to non-payment of interest and
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principal and default than higher-grade securities. Adverse changes in the economy or to the individual issuer often have a more
significant impact on the ability of high yield issuers to make payments, meet projected goals or obtain additional financing.

When an issuer of such securities is in financial difficulties, the Fund may incur additional expenditures or invest additional assets
in an effort to obtain partial or full recovery on amounts due. Some of the securities held by the Fund, which may not be paying interest
currently or may be in payment default, may be comparable to securities rated as low as C by Moody�s or CCC or lower by S&P. These
securities are considered to have extremely poor prospects of ever attaining any real investment standing, to have a current identifiable
vulnerability to default, to be unlikely to have the capacity to pay interest and repay principal when due in the event of adverse business,
financial or economic conditions and/or to be in default or not current in the payment of interest or principal.

While all credit obligations tend to fluctuate inversely with changes in interest rates, the prices of high yield securities generally are
also more sensitive to specific issuer developments or real or perceived general adverse economic changes than higher-grade securities.
A projection of an economic downturn, for example, could cause a decline in prices of high yield securities because the advent of a
recession could lessen the ability of a highly leveraged company to make principal and interest payments on its securities or obtain
additional financing when necessary. A significant increase in market interest rates or a general economic downturn could severely
disrupt the market as well as the market values of such securities. Such securities also often experience more volatility in prices than
higher-grade securities. The secondary trading market for high yield securities may be less liquid than the market for higher-grade
securities. Prices of high yield securities may decline rapidly in the event a significant number of holders decide to sell. Changes in
expectations regarding an individual issuer, an industry or high yield securities generally could reduce market liquidity for such
securities and make their sale by the Fund more difficult, at least in the absence of price concessions. The market for high yield
securities may also have less information available, further complicating evaluations and valuations of such securities and placing more
emphasis on the Adviser�s experience, judgment and analysis than higher-grade securities. Adverse publicity and investor perceptions,
whether or not based on fundamental analysis, may also decrease the values and liquidity of securities rated below investment grade and
unrated securities especially in a market characterized by a low volume of trading.

The Fund may invest in the fixed-income obligations of stressed and distressed issuers, including obligations that are in covenant
or payment default. Fixed-income obligations that are or become stressed or distressed generally trade at prices below par, thus creating
opportunities for capital appreciation (or loss) as the values of such securities change over time. Such obligations are subject to a
multitude of legal, industry, market, economic and governmental forces each of which make analysis of these companies inherently
difficult. The Adviser relies on company management, outside experts, market participants and firsthand experience to analyze potential
investments. There can be no assurance that any of these sources will provide credible information, or that the analysis of the Adviser
will produce conclusions that lead to profitable investments for the Fund. Obligations of stressed issuers generally trade significantly
below par and are considered speculative. The repayment of defaulted obligations is subject to significant uncertainties. Defaulted
obligations might be repaid only after lengthy workout or bankruptcy proceedings or result in only partial recovery of cash payments or
an exchange of the defaulted obligation for other fixed-income or equity securities of the issuer or its affiliates, which may in turn be
illiquid or speculative.

B-3

The Fund may sell portfolio securities without regard to the length of time they have been held to take advantage of new
investment opportunities, when the Adviser believes the potential for high current income or capital appreciation has lessened, or for
other reasons. The Fund�s portfolio turnover rate may vary from year to year.

Senior Loans

Senior loans hold the most senior position in the capital structure of a corporation, partnership or other business entity (a
�Borrower�). Senior loans are secured with specific collateral and have a claim on the assets and/or stock of the Borrower that is senior
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to that held by unsecured creditors, subordinated debt holders and stockholders of the Borrower. The proceeds of senior loans primarily
are used to refinance existing debt and for acquisitions, dividends, leveraged buyouts, and general corporate purposes.

Interest rates on senior loans may be fixed or may float periodically. On floating rate senior loans, the interest rates typically are
adjusted based on a base rate plus a premium or spread over the base rate. The base rate usually is a standard inter-bank offered rate,
such as LIBOR, the prime rate offered by one or more major U.S. banks, or the certificate of deposit rate or other base lending rates
used by commercial lenders. Floating rate senior loans may adjust over different time periods, including daily, monthly, quarterly, semi-
annually or annually. The Fund may use interest rate swaps and other investment practices to shorten the effective interest rate
adjustment period of floating rate senior loans or to adjust the overall interest rate exposure of the Fund.

When interest rates rise, the values of fixed-rate income securities generally decline. When interest rates fall, the values of fixed-
rate income securities generally increase. The prices of floating rate senior loans tend to have less fluctuation in response to changes in
interest rates, but will have some fluctuation, particularly when the next interest rate adjustment on such security is further away in time
or adjustments are limited in amount over time. For floating rate senior loans, interest payable to the Fund from its investments in senior
loans should increase as short-term interest rates increase, and as short-term interest rates decrease, interest payable to the Fund from its
investments in senior loans should decrease. Longer interest rate reset periods generally increase fluctuations in the Fund�s net asset
value (�NAV�) as a result of changes in market interest rates.

Senior loans are subject to the risk of non-payment of scheduled interest or principal. Such non-payment would result in a
reduction of income to the Fund, a reduction in the value of the investment and a potential decrease in the NAV of the Fund. There can
be no assurance that the liquidation of any collateral securing a senior loan would satisfy the Borrower�s obligation in the event of non-
payment of scheduled interest or principal payments, or that such collateral could be readily liquidated. In the event of bankruptcy or
insolvency of a Borrower, the Fund could experience delays or limitations with respect to its ability to realize the benefits of the
collateral securing a senior loan. The collateral securing a senior loan may lose all or substantially all of its value in the event of the
bankruptcy or insolvency of a Borrower.

Senior loans and high yield bonds may not be rated by a rating agency. The amount of public information available with respect to
senior loans will generally be less extensive than that available for registered or exchange-listed securities. In evaluating the
creditworthiness of Borrowers, the Adviser will consider, and may rely in part, on analyses performed by others. To the extent that they
are rated by a rating agency, many of the senior loans in which the Fund will invest will have been assigned below investment grade
ratings by independent rating agencies. In the event senior loans are not rated, they are likely to be the equivalent of below investment
grade quality. The Adviser does not view ratings as the determinative factor in their investment decisions and rely more upon their credit
analysis abilities than upon ratings.
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Senior loans are not registered with the U.S. Securities and Exchange Commission (�SEC�), or any state securities commission,
and are not listed on any national securities exchange. There is less readily available or reliable information about most senior loans
than is the case for many other types of securities, including securities issued in transactions registered under the Securities Act of 1933,
as amended (the �Securities Act�), or registered under the Securities Exchange Act of 1934, as amended (the �Exchange Act�). No
active trading market may exist for some senior loans, and some loans may be subject to restrictions on resale. A secondary market may
be subject to irregular trading activity, wide bid/ask spreads and extended trade settlement periods, which may impair the ability to
realize full value and thus cause a material decline in the Fund�s NAV. In addition, the Fund may not be able to readily dispose of its
senior loans at prices that approximate those at which the Fund could sell such loans if they were more widely traded and, as a result of
such illiquidity, the Fund may have to sell other investments or engage in borrowing transactions if necessary to raise cash to meet its
obligations. During periods of limited supply and liquidity of senior loans, the Fund�s yield may be lower.

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


The floating or variable rate feature of most senior loans is a significant difference from typical fixed-income investments that
carry significant interest rate risk. The Fund can normally be expected to have less significant interest rate-related fluctuations in its
NAV per share than investment companies investing primarily in fixed-income securities (other than money market funds and some
short term bond funds). When interest rates decline, the value of a fixed-income portfolio can normally be expected to rise. Conversely,
when interest rates rise, the value of a fixed-income portfolio can normally be expected to decline. Although the income available to the
Fund will vary, the Adviser expects the Fund�s policy of acquiring interests in floating rate senior loans may minimize fluctuations in
NAV of the Fund resulting from changes in market interest rates. However, because floating or variable rates on senior loans only reset
periodically, changes in prevailing interest rates can be expected to cause some fluctuations in the Fund�s NAV. Similarly, a sudden and
significant increase in market interest rates may cause a decline in the Fund�s NAV. A material decline in the Fund�s NAV may impair
the Fund�s ability to maintain required levels of asset coverage. Other factors (including, but not limited to, rating downgrades, credit
deterioration, a large downward movement in stock prices, a disparity in supply and demand of certain securities or market conditions
that reduce liquidity) can reduce the value of senior loans and other fixed-income obligations, impairing the Fund�s NAV.

The Fund may purchase and retain in its portfolio senior loans where the Borrower has experienced, or may be perceived to be
likely to experience, credit problems, including involvement in or recent emergence from bankruptcy court proceedings or other forms
of debt restructuring. Such investments may provide opportunities for enhanced income as well as capital appreciation, although they
also will be subject to greater risk of loss. At times, in connection with the restructuring of a senior loan either outside of bankruptcy
court or in the context of bankruptcy court proceedings, the Fund may determine or be required to accept equity securities or junior
credit securities in exchange for all or a portion of a senior loan.

The Adviser may use an independent pricing service or prices provided by dealers to value loans and other credit securities at their
market value. The Adviser will use the fair value method to value senior loans or other securities if market quotations for them are not
readily available or are deemed unreliable. A security that is fair valued may be valued at a price higher or lower than actual market
quotations or the value determined by other funds using their own fair valuation procedures.

Loan Assignments. The Fund may purchase senior loans on a direct assignment basis. If the Fund purchases a senior loan on
direct assignment, it typically succeeds to all the rights and obligations under the loan agreement of the assigning lender and becomes a
lender under the loan agreement with the same rights and obligations as the assigning lender. Investments in senior loans on a direct
assignment basis may involve additional risks to the Fund. For example, if such loan is foreclosed, the Fund could become part owner of
any collateral, and would bear the costs and liabilities associated with owning and disposing of the collateral.
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Loan Participations. The Fund may also purchase, without limitation, participations in senior loans, but does not plan to do so
extensively. The participation by the Fund in a lender�s portion of a senior loan typically will result in the Fund having a contractual
relationship only with such lender, not with the Borrower. As a result, the Fund may have the right to receive payments of principal,
interest and any fees to which it is entitled only from the lender selling the participation and only upon receipt by such lender of
payments from the Borrower. Such indebtedness may be secured or unsecured. Loan participations typically represent direct
participations in a loan to a Borrower, and generally are offered by banks, other financial institutions or lending syndicates. The Fund
may participate in such syndications, or can buy part of a loan, becoming a part lender. When purchasing loan participations, the Fund
assumes the credit risk of both the Borrower and the institution that sells the participation. The participation interests in which the Fund
intends to invest may not be rated by any rating agency.

Pre-Funded Letter of Credit Loans. The Fund may purchase participations in prefunded letter of credit loans (a �prefunded L/C
loan�), but does not plan to do so to a large extent. A prefunded L/C loan is a facility created by the Borrower in conjunction with the
agent bank as issuer of a loan, and the prefunded L/C loan is backed by letters of credit (each letter, an �L/C�). Each participant in a
prefunded L/C loan (sometimes referred to as a funded letter of credit facility) fully funds its commitment amount to the agent bank for
the facility. The funds are invested by the agent bank and held solely to satisfy a prefunded L/C loan lender�s obligation to the agent
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bank under the facility. The funds paid by the lenders are invested by the agent bank in deposits that pay interest, usually approximating
a benchmark rate, such as LIBOR, which goes to the Borrower. Generally, the Borrower, via the agent bank, pays the lenders an interest
rate, equivalent to the fully drawn spread plus the benchmark rate, usually LIBOR. The funds are returned to the lender upon
termination of the prefunded L/C loan (and upon satisfaction of all obligations). Under the terms of the prefunded L/C loan agreement, a
lender may sell and assign all or a portion of its interest in the loan to another lender so long as the other lender is eligible and agrees to
the terms and conditions of the prefunded L/C loan agreement.

When the Borrower needs funds, it may draw against the prefunded L/C loan and the agent bank makes payment to the Borrower
by withdrawing some of the amount invested as deposits. Consequently, the lenders do not have to advance any additional funds at the
time the Borrower draws against the prefunded L/C loan facility. The prefunded L/C loan can be structured from the standpoint of the
Borrower as either (i) a revolving credit facility, where the Borrower can reborrow, during the term of the loan, moneys it has paid back
to the facility during the term of the loan, or (ii) a delayed draw term loan where the Borrower may not reborrow moneys it has repaid to
the facility during the term of the loan.

When the Fund purchases a participation in a prefunded L/C loan, the proceeds of the purchase are deposited in a collateral
account, which backs an L/C loan by the agent bank to the Borrower to support trade or other financing. The Fund typically receives
interest on the cash collateral account equal to LIBOR. In addition, the Fund may also receive a fee, typically similar to the spread paid
on the Borrower�s institutional loan. Participations by the Fund in a prefunded L/C loan typically will result in the Fund having a
contractual relationship only with the agent bank, not with the Borrower. As a result, the Fund may have the right to receive interest,
fees and any repayments, if any, to which it is entitled only from the agent bank selling the participation and only upon receipt by the
agent bank of such payments from the Borrower. In connection with purchasing the participation in a prefunded L/C loan, the Fund
generally will have no right to enforce compliance by the Borrower with the terms of the prefunded L/C loan. As a result, the Fund may
assume the credit risk of both the Borrower and the agent bank selling the participation in a prefunded L/C loan. In the event of the
insolvency of the agent bank selling a participation in a prefunded L/C loan, the Fund may be treated as a general creditor of such agent
bank. The agent bank will likely conduct its principal business activities in the banking, finance and financial services industries.
Persons engaged in such industries may be more
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susceptible to, among other things, fluctuations in interest rates, changes in the Federal Reserve Open Market Committee�s monetary
policy, governmental regulations concerning such industries and concerning capital raising activities generally and fluctuations in the
financial markets generally.

Subordinated or Unsecured Loans or Debt

The Fund may invest in subordinated loans, which have the same characteristics as senior loans except that such loans are
subordinated in payment and/or in lien priority to first lien holders. Accordingly, the risks associated with subordinated loans are higher
than the risk of loans with first priority over the collateral. In the event of default on a subordinated loan, the first priority lien holder has
first claim to the underlying collateral of the loan. It is possible that no collateral value would remain for the second priority lien holder
and therefore result in a loss of investment to the Fund.

Subordinated loans generally are subject to similar risks as those associated with investments in senior loans. Because subordinated
loans are subordinated and thus lower in priority of payment and/or in priority of lien to senior loans, they are subject to the additional
risk that the cash flow of the borrower and property securing the loan or debt, if any, may be insufficient to meet scheduled payments
after giving effect to the senior unsecured or senior secured obligations of the borrower. This risk is generally higher for subordinated
unsecured loans or debt, which are not backed by a security interest in any specific collateral. Subordinated loans generally have greater
price volatility than senior loans and may be less liquid. There is also a possibility that originators will not be able to sell participations
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in subordinated loans, which would create greater credit risk exposure for the holders of such loans. Subordinated loans share the same
risks as other high yield securities.

Unsecured and subordinated loans or debt may, and generally will, rank lower in priority of payment to senior loans and second
lien loans of the borrower. Subordinated secured loans or debt typically are secured by a lower priority security interest in or lien on
specified collateral, and typically have more subordinated protections and rights than senior loans and second lien loans. Unsecured and
subordinated loans may have fixed or adjustable, variable or floating rate interest payments. Because unsecured and subordinated loans
and debt may rank lower as to priority of payment than senior loans and second lien loans of the borrower, they may present a greater
degree of investment risk than senior loans and second lien loans but often pay interest at higher rates reflecting this additional risk.
Other than their more subordinated status, such investments have many characteristics and risks similar to senior loans and second lien
loans discussed above. Subordinated interests of below investment grade quality share risks similar to those of high yield securities.

Unsecured loans or debt generally have lower priority in right of payment compared to holders of secured loans of the borrower.
Unsecured loans are not secured by a security interest in or lien on specified collateral. Unsecured loans by their terms may be or may
become subordinate in right of payment to other obligations of the borrower, including senior loans, second lien loans and other debt.
Unsecured loans may have fixed or adjustable, variable or floating rate interest payments. Because unsecured loans are subordinate to
the senior loans and secured debt of the borrower, they may present a greater degree of investment risk but often pay interest at higher
rates reflecting this additional risk. Unsecured interests of below investment grade quality share risks similar to those associated with
other below investment grade securities.

Loan Originations and Loan Participations

Original Lender. When the Fund acts as an original lender, it may participate in structuring the senior loan. When the Fund is an
original lender, it will have a direct contractual relationship with the borrower, may enforce compliance of the borrower with the terms
of the loan agreement and may have rights with respect to any funds acquired by other lenders through set-off. Lenders typically also
have full voting and consent rights under loan agreements. Certain actions of the borrower typically require
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the vote or consent of the holders of some specified percentage of the outstanding principal amount of the senior loan. Certain decisions,
such as reducing the amount of interest on or principal of a senior loan, releasing collateral, changing the maturity of a senior loan or a
change in control of the borrower, frequently require the unanimous vote or consent of all lenders affected. The Fund does not intend to
act as the agent or principal negotiator or administrator of a senior loan, except to the extent it might be considered to be the principal
negotiator of a loan negotiated by the Adviser on behalf of the Fund and/or one or more other registered investment companies managed
by the Adviser.

The Fund will generally only act as an original lender for a loan if, among other things, in the Adviser�s judgment, the borrower
can make timely payments on its loans and satisfy other credit standards established by the Adviser. The Adviser relies primarily on its
own evaluation of the credit quality of such a borrower. As a result, the Fund is particularly dependent on the analytical abilities of the
Adviser. Because of the nature of its investments, the Fund may be subject to allegations of lender liability and other claims. In addition,
the Securities Act deems certain persons to be �underwriters� if they purchase a security from an issuer and later sell it to the public.
Although it is not believed that the application of this Securities Act provision would cause the Fund to be engaged in the business of
underwriting, a person who purchases an instrument from the Fund that was acquired by the Fund from the issuer of such instrument
could allege otherwise. Under the Securities Act, an underwriter may be liable for material omissions or misstatements in an issuer�s
registration statement or prospectus.

The Fund will not originate a loan (i) to a borrower that is a portfolio company controlled by a KKR Fund; or (ii) where the
Adviser, its affiliate, or a KKR Fund, is the agent, principal negotiator or administrator of the loan, except to the extent that the Adviser
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or another registered investment company managed by the Adviser might be considered to be the principal negotiator of a loan it
negotiates for the Fund and/or one or more other registered investment companies managed by the Adviser.

Lender Liability Risk. A number of U.S. judicial decisions have upheld judgments for borrowers against lending institutions on
the basis of various evolving legal theories, collectively termed �lender liability.� Generally, lender liability is founded on the premise
that a lender has violated a duty (whether implied or contractual) of good faith, commercial reasonableness and fair dealing, or a similar
duty owed to the borrower or has assumed an excessive degree of control over the borrower resulting in the creation of a fiduciary duty
owed to the borrower or its other creditors or shareholders. Because of the nature of its investments, the Fund may be subject to
allegations of lender liability.

In addition, under law principles that in some cases form the basis for lender liability claims, if a lender or bondholder
(a) intentionally takes an action that results in the undercapitalization of a borrower to the detriment of other creditors of such borrower,
(b) engages in other inequitable conduct to the detriment of such other creditors, (c) engages in fraud with respect to, or makes
misrepresentations to, such other creditors or (d) uses its influence as a stockholder to dominate or control a borrower to the detriment of
other creditors of such borrower, a court may elect to subordinate the claim of the offending lender or bondholder to the claims of the
disadvantaged creditor or creditors, a remedy called �equitable subordination.�

Because affiliates of, or persons related to, the Adviser may hold equity or other interests in obligors of the Fund, the Fund could
be exposed to claims for lender liability based on the actions of the holders of such equity or other interests. The Fund could be exposed
to claims for lender liability based on the actions of affiliates of, or persons related to, the Adviser, in the event the Fund were deemed to
have been acting in concert with these persons to the impermissible detriment of the borrower. In situations where claims for lender
liability against the Fund based on the actions of affiliates of, or persons related to, the Adviser are successful, the Fund may not have
recourse to such persons and may suffer substantial losses as a result.
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Mezzanine Investments

Mezzanine investments are subordinated debt securities that receive payments of interest and principal after other more senior
security holders are paid. Mezzanine investments carry the risk that the issuer will not be able to meet its obligations and that the
mezzanine investments may lose value. While the investments may benefit from the same or similar financial and other covenants as
those enjoyed by the indebtedness ranking ahead of the investments and may benefit from cross-default provisions and security over the
portfolio company�s assets, some or all of such terms may not be part of particular investments. Moreover, the ability of the Fund to
influence a portfolio company�s affairs, especially during periods of financial distress or following an insolvency, is likely to be
substantially less than that of senior creditors. Mezzanine investments generally are subject to various risks, including, without
limitation: (i) a subsequent characterization of an investment as a �fraudulent conveyance�; (ii) the recovery as a �preference� of liens
perfected or payments made on account of a debt in the 90 days before a bankruptcy filing; (iii) equitable subordination claims by other
creditors; (iv) so-called �lender liability� claims by the issuer of the obligations; and (v) environmental liabilities that may arise with
respect to collateral securing the obligations.

Fixed-Income Securities Ratings

The NRSROs publish ratings based upon their assessment of the relative creditworthiness of the rated fixed-income securities.
Generally, a lower rating indicates higher credit risk, and higher yields are ordinarily available from fixed-income securities in the lower
rating categories to compensate investors for the increased credit risk. Any use of credit ratings in evaluating fixed-income securities
can involve certain risks. For example, ratings assigned by the rating agencies are based upon an analysis completed at the time of the
rating of the obligor�s ability to pay interest and repay principal, typically relying to a large extent on historical data. Rating agencies
typically rely to a large extent on historical data which may not accurately represent present or future circumstances. Ratings do not
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purport to reflect to risk of fluctuations in market value of the fixed-income security and are not absolute standards of quality and only
express the rating agency�s current opinion of an obligor�s overall financial capacity to pay its financial obligations. A credit rating is
not a statement of fact or a recommendation to purchase, sell or hold a fixed-income obligation. Also, credit quality can change
suddenly and unexpectedly, and credit ratings may not reflect the issuer�s current financial condition or events since the security was
last rated. Rating agencies may have a financial interest in generating business, including the arranger or issuer of the security that
normally pays for that rating, and a low rating might affect future business. While rating agencies have policies and procedures to
address this potential conflict of interest, there is a risk that these policies will fail to prevent a conflict of interest from impacting the
rating. Additionally, legislation has been enacted in an effort to reform rating agencies. Rules have also been adopted by the SEC to
require rating agencies to provide additional disclosure and reduce conflicts of interest, and further reform has been proposed. It is
uncertain how such legislation or additional regulation might impact the ratings agencies business and the Adviser�s investment
process.

Prepayment risk occurs when a fixed-income investment held by the Fund may be repaid in whole or in part prior to its maturity.
The amount of prepayable obligations the Fund invests in from time to time may be affected by general business conditions, market
interest rates, borrowers� financial conditions and competitive conditions among lenders. In a period of declining interest rates,
borrowers may repay investments more quickly than anticipated, reducing the yield to maturity and the average life of the relevant
investment. Moreover, when the Fund reinvests the proceeds of a prepayment in these circumstances, it will likely receive a rate of
interest that is lower than the rate on the security that was prepaid. To the extent that the Fund purchases a relevant investment at a
premium, prepayments may result in a loss to the extent of the premium paid. If the Fund buys such investments at a discount, both
scheduled payments and unscheduled prepayments will increase current and total
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returns and unscheduled prepayments will also accelerate the recognition of income. In a period of rising interest rates, prepayments of
investments may occur at a slower than expected rate, creating maturity extension risk. This particular risk may effectively change an
investment that was considered short- or intermediate-term at the time of purchase into a longer-term investment. Since the value of
longer-term investments generally fluctuates more widely in response to changes in interest rates than short-term investments, maturity
extension risk could increase the volatility of the Fund. When interest rates decline, the value of an investment with prepayment features
may not increase as much as that of other fixed-income securities and, as noted above, changes in market rates of interest may accelerate
or delay prepayments and thus affect maturities.

Structured Products

The Fund may also invest in structured products, including collateralized debt obligations (�CDOs�), collateralized bond
obligations (�CBOs�), collateralized loan obligations (�CLOs�), structured notes, credit-linked notes and other types of structured
products. Generally, investments in structured products are interests in entities organized and operated for the purpose of restructuring
the investment characteristics of the underlying investment interests or securities. These investment entities may be structured as trusts
or other types of pooled investment vehicles. This type of restructuring generally involves the deposit with or purchase by an entity of
the underlying investments and the issuance by that entity of one or more classes of securities backed by, or representing interests in, the
underlying investments or referencing an indicator related to such investments. The cash flow or rate of return on the underlying
investments may be apportioned among the newly issued securities to create different investment characteristics, such as varying
maturities, credit quality, payment priorities and interest rate provisions. The cash flow or rate of return on a structured product may be
determined by applying a multiplier to the rate of total return on the underlying investments or referenced indicator. Application of a
multiplier is comparable to the use of financial leverage, both being speculative techniques. Leverage magnifies the potential for gain
and the risk of loss. As a result, a relatively small decline in the value of the underlying investments or referenced indicator could result
in a relatively large loss in the value of a structured product. Holders of structured products bear risks of the underlying investment,
index or reference obligation (including income risk, credit risk and market risk) and are subject to counterparty risk. Certain structured
products may be terminated early by the issuer if it is unable to hedge its obligations under the product, which could result in a loss to
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the Fund. In addition, the Fund may invest in other derivative instruments that are developed over time if their use would be consistent
with the objective of the Fund.

CDOs, CBOs and CLOs are types of asset-backed securities issued by special purpose vehicles created to reapportion the risk and
return characteristics of a pool of assets. The underlying pool for a CLO, for example, may include domestic and foreign senior loans,
senior unsecured loans and subordinate corporate loans, including loans that may be rated below investment grade or equivalent unrated
loans. For CDOs, CBOs and CLOs, the cash flows are split into two or more portions, called tranches, varying in risk and yield. The
assets, senior loans, are used as collateral supporting the various debt tranches issued by the special purpose vehicle. The key feature of
these structures is the prioritization of the cash flows from a pool of underlying securities among the several classes of securities issued
by a structured product. CBOs are structured debt securities backed by a diversified pool of high yield, public or private fixed-income
securities. These may be fixed pools or may be �market value� (or managed) pools of collateral. The riskiest portion is the �equity�
tranche which bears the bulk of defaults from the bonds or loans in the trust and serves to protect to some degree the other, more senior
tranches from default. Since it is partially protected from defaults, a senior tranche typically has higher ratings and lower yields than its
underlying securities and can be rated investment grade. Despite the protection from the equity tranche, the various more senior tranches
can experience substantial losses due to actual defaults, increased sensitivity to defaults due to collateral default and
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disappearance of protecting tranches, market anticipation of defaults, as well as aversion to such securities as a class.

Certain structured products may be thinly traded or have a limited trading market and may have the effect of increasing the Fund�s
illiquidity to the extent that the Fund, at a particular point in time, may be unable to find qualified buyers for, and may have difficulty
valuing, these securities. CBOs, CLOs and CDOs are typically privately offered and sold, and thus, are not registered under the
securities laws. As a result, investments in CDOs may be characterized by the Fund as illiquid securities; however, an active dealer
market may exist for CDOs allowing a CDO to be considered liquid in some circumstances. In addition to the general risks associated
with fixed-income securities discussed herein, CDOs carry additional risks including, but not limited to: (i) the possibility that
distributions from collateral securities will not be adequate to make interest or other payments; (ii) the quality of the collateral may
decline in value or the collateral may go into default; (iii) the possibility that the CDOs are subordinate to other classes of obligations
issued by the same issuer; and (iv) the complex structure of the security may not be fully understood at the time of investment and may
produce disputes with the issuer or unexpected investment results.

Structured notes are derivative securities for which the amount of principal repayment and/or interest payments is based on the
movement of one or more �factors.� These factors include, but are not limited to: currency exchange rates, interest rates (such as the
prime lending rate or LIBOR), referenced bonds and stock indices. Some of these factors may or may not correlate to the total rate of
return on one or more underlying instruments referenced in such notes. In some cases, the impact of the movements of these factors may
increase or decrease through the use of multipliers or deflators. A credit-linked note is a derivative instrument that is an obligation
between two or more parties where the payment of principal and/or interest is based on the performance of some obligation (a reference
obligation).

The Fund may have the right to receive payments to which it is entitled only from the issuer of the structured product, and
generally does not have direct rights against the issuer of, or the entity that sold, the assets underlying the structured product. While
certain structured products enable the investor to acquire interests in a pool of securities without the brokerage and other expenses
associated with directly holding such securities, investors in structured products generally pay their share of the structured product�s
administrative and other expenses. Structured products may be private investment funds (structured as trusts or other types of pooled
investment companies that are excluded from the definition of �investment company� under the 1940 Act, by the operation of
Section 3(c)(1) or 3(c)(7) thereof) or investment companies that are registered under the 1940 Act. Investment in such products involves
operating expenses and fees that are in addition to the expenses and fees of the Fund, and such expenses and fees are borne indirectly by
holders of the Fund�s shares.
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Structured notes are derivative fixed-income securities, the interest rate and/or principal of which is often determined by an
unrelated indicator. Indexed securities include structured notes as well as securities other than debt securities, the interest rate or
principal of which is often determined by an unrelated indicator. Indexed securities may include a multiplier that multiplies the indexed
element by a specified factor and, therefore, the value of such securities may be very volatile. The terms of structured notes and indexed
securities may provide that in certain circumstances no principal is due at maturity and, therefore, may result in a loss of invested
capital. Structured notes and indexed securities may be positively or negatively indexed, so that appreciation of the reference asset may
produce an increase or a decrease in the interest rate or the value of the structured or indexed security at maturity may be calculated as a
specified multiple of the change in the value of the reference asset; therefore, the value of such security may be very volatile. Structured
notes and indexed securities may entail a greater degree of market risk than other types of fixed-income securities because the investor
bears the risk of the reference indicator. Structured notes or indexed securities may also be more volatile, less liquid, and more difficult
to accurately price than less complex securities or more traditional fixed-income securities.
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Credit-Linked Securities

Credit-linked securities, which may be considered to be a type of structured investment, are fixed-income securities that represent
an interest in a pool of, or are otherwise collateralized by, one or more corporate fixed-income obligations or credit default swaps on
corporate fixed-income securitization or loan obligations. The Fund will have the right to receive periodic interest payments from the
issuer of the credit-linked security at an agreed-upon interest rate, and a return of principal at the maturity date. The Fund will bear the
risk of loss of its principal investment, and the periodic interest payments expected to be received for the duration of its investment, in
the event that one or more of the underlying fixed-income obligations go in to default or otherwise become non-performing. In addition,
the Fund will bear the risk that the issuer of the credit-linked security will default or become bankrupt. In such an event, the Fund will
have difficulty being repaid, or fail to be repaid, the principal amount of its investment and the remaining periodic interest payments
thereon.

An investment in credit-linked securities also involves reliance on the counterparty to the swap entered into with the issuer to make
periodic payments to the issuer under the terms of the credit default swap. Additionally, credit-linked securities are typically structured
as limited recourse obligations of the issuer of such securities such that the securities issued will usually be obligations solely of the
issuer and will not be obligations or responsibilities of any other person. The market for credit-linked securities may be, or suddenly can
become, illiquid. The value of a credit-linked security will typically increase or decrease with any change in value of the underlying
fixed-income obligations, if any, held by the issuer and the credit default swap. Further, in cases where the credit-linked security is
structured such that the payments to the Fund are based on amounts received in respect of, or the value of performance of, any
underlying fixed-income obligations specified in the terms of the relevant credit default swap, fluctuations in the value of such
obligations may affect the value of the credit-linked security. The collateral of a credit-linked security may be one or more credit default
swaps, which are subject to additional risks.

Swaps

The Fund may enter into swap transactions, including total return, index, interest rate and credit default swap agreements, as well
as options thereon, and may purchase or sell interest rate caps, floors and collars. A swap is a derivative in the form of an agreement to
exchange the return generated by one instrument for the return generated by another instrument. A swap transaction often involves
swapping one or more investment characteristics of a security or a basket of securities with another party. The payment streams are
calculated by reference to the investment characteristic(s) chosen applied to an agreed-upon notional amount.

A credit default swap (or a credit default index swap) is an agreement between two parties to exchange the credit risk of a
particular issuer or reference entity (or a basket of reference issuers). In a credit default swap transaction, a buyer pays periodic fees in

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


return for payment by the seller which is contingent upon an adverse credit event occurring in the underlying issuer or reference entity
(or basket of reference issuers). The seller collects periodic fees from the buyer and profits if the credit of the underlying issuer or
reference entity (or basket of reference issuers) remains stable or improves while the swap is outstanding, but the seller in a credit
default swap contract would be required to pay an agreed-upon amount to the buyer (which may be the entire notional amount of the
swap) in the event of a specific adverse credit event with respect to the reference entity (or one or more of the issuers in the basket of
reference issuers). A buyer of a credit default swap is said to buy protection whereas a seller of a credit default swap is said to sell
protection.

Total return and index swaps are used as substitutes for owning the physical securities that compose a given market index or to
obtain exposure in markets where no physical securities are available such as an interest rate index. Total return refers to the payment
(or receipt) of an index�s
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total return, including its dividend or distribution yield, if any, which is then exchanged for the receipt (or payment) of an adjustable,
variable or floating interest rate. Total return swaps provide the Fund with the additional flexibility of gaining exposure to a market or
sector index by using the most cost-effective vehicle available.

An interest rate swap involves the exchange by the Fund with another party of their respective commitments to pay or receive a
floating or fixed rate of interest. The purchase of an interest rate cap entitles the purchaser, to the extent that a specified index exceeds a
predetermined interest rate, to receive payments of interest on a contractually-based principal amount from the party selling the 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 interest on a contractually based principal amount from the party selling the interest rate floor. An
interest rate collar combines the elements of purchasing a cap and selling a floor. The collar protects against an interest rate rise above
the maximum amount but foregoes the benefit of an interest rate decline below the minimum amount.

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

Swaps generally do not involve the delivery of securities, other underlying assets or principal. Accordingly, the risk of loss with
respect to these types of swaps is limited to the net amount of payments that the Fund is contractually obligated to make. When the Fund
sells a credit default swap, however, the risk of loss may be the entire notional amount of the swap. In addition, because some swap
agreements have a leverage component, adverse changes in the value or level of the underlying asset, reference rate, or index can result
in a loss substantially greater than the amount invested in the swap itself. If the other party to a swap defaults, the Fund�s risk of loss
consists of the net amount of payments that the Fund is contractually entitled to receive. Currency swaps often involve the delivery of
the entire principal value of one designated currency in exchange for another designated currency. Therefore, the entire principal value
of this type of currency swap is subject to the risk that the other party to the swap will default on its contractual delivery obligations. If
there is a default by the counterparty, the Fund may have contractual remedies pursuant to the agreements related to the transaction. The
swap market has grown substantially in recent years with a large number of banks and investment banking firms acting both as
principals and as agents typically utilizing standardized swap documentation.

The Fund may engage in swap options for hedging purposes, to manage and mitigate credit and interest rate risks and to gain
exposure to credit obligations. The use of swap options involves risks, including, among others, (i) changes in the market value of
securities held by the Fund and of swap options relating to those securities may not be proportionate, (ii) there may not be a liquid
market to sell a swap option, which could result in difficulty in closing a position, (iii) swap options can magnify the extent of losses
incurred due to changes in the market value of the securities to which they relate and (iv) counterparty risk.
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The Fund will often enter into swaps on a net basis, i.e., the two payment streams are netted out in a cash settlement on the
payment date or dates specified in the instrument, with the Fund receiving or paying, as the case may be, only the net amount of the two
payments. The Fund�s obligations under a swap agreement will be accrued daily (offset against any amounts owing to the Fund) and
any accrued but unpaid net amounts owed to a counterparty will be covered by the maintenance of earmarked cash or liquid securities to
avoid the creation of a senior security pursuant to SEC guidelines. (See also the section �Fund Investment Policies� below.) With
respect to cash-settled swaps, the Fund will set aside liquid assets in an amount equal to the Fund�s daily
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marked-to-market net obligations (i.e., the Fund�s daily net liability) under the swaps. The Fund reserves the right to modify its asset
segregation policies in the future to comply with any changes in the positions from time to time articulated by the SEC or its staff
regarding asset segregation. The Fund may enter into over-the-counter (�OTC�) derivatives transactions (swaps, caps, floors and puts).

It is possible that government regulation of various types of derivative instruments, including futures and swap agreements, may
limit or prevent the Fund from using such instruments as part of its investment strategy, which could negatively impact the Fund. For
example, through its comprehensive new regulatory regime for derivatives, the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the �Dodd-Frank Act�) will impose mandatory clearing, exchange-trading and margin requirements on many
derivatives transactions (including formerly unregulated over-the-counter derivatives) in which the Fund may engage. The Dodd-Frank
Act also creates new categories of regulated market participants, such as �swap dealers,� �security-based swap dealers,� �major swap
participants,� and �major security-based swap participants,� who will be subject to significant new capital, registration, recordkeeping,
reporting, disclosure, business conduct and other regulatory requirements. The details of these requirements and the parameters of these
categories remain to be clarified through rulemaking and interpretations by the Commodity Futures Trading Commission (�CFTC�), the
SEC, the Federal Reserve Board of Governors and other regulators in a regulatory implementation process.

Nonetheless, the possible effect of the Dodd-Frank Act may be to increase the Fund�s overall costs of entering into derivatives
transactions. In particular, new margin requirements, position limits and capital charges, even if not directly applicable to the Fund, may
cause an increase in the pricing of derivatives transactions sold by market participants to whom such requirements apply. Administrative
costs, due to new requirements such as registration, recordkeeping, reporting, and compliance, even if not directly applicable to the
Fund, may also be reflected in higher pricing of derivatives. New exchange-trading and trade-reporting requirements may lead to
reductions in the liquidity of derivatives transactions, causing higher pricing or reduced availability of derivatives, or the reduction of
arbitrage opportunities for the Fund, adversely affecting the performance of certain of the Fund�s trading strategies.

The Fund intends to comply with applicable regulatory requirements when implementing swaps and other derivatives transaction,
including the segregation of cash and/or liquid securities on the books of the Fund�s custodian, as mandated by SEC rules or SEC staff
positions. The Fund may engage in transactions involving swap agreements derivatives transactions in accordance with the rules and
interpretations of the CFTC.

The Fund will enter into swap, cap or floor transactions only with counterparties approved by the Adviser in accordance with
guidelines established by the Fund�s Board of Trustees (the �Board�). The Adviser will monitor the creditworthiness of counterparties
to the Fund�s swap, cap, floor and collar transactions on an ongoing basis. If there is a default by the other party to such a transaction,
the Fund will have contractual remedies pursuant to the agreements related to the transaction. The Fund may enter into swaps, caps,
floors and collars on either an asset-based or liability-based basis, and will usually enter into swaps on a net basis, i.e., the two payment
streams are netted out, with the Fund receiving or paying, as the case may be, only the net amount of the two payments. The net amount
of the excess, if any, of the Fund�s obligations over its entitlements with respect to each swap will be accrued on a daily basis and the
Fund segregates an amount of cash and/or liquid securities having an aggregate NAV at least equal to the accrued excess. If the Fund
enters into a swap transaction on other than a net basis, the Fund would segregate the full amount accrued on a daily basis of the Fund�s
obligations with respect to the swap. To the extent the Fund sells ( i.e., writes) caps, floors and collars, it will segregate cash and/or
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liquid securities having an aggregate NAV at least equal to the full amount, accrued on a daily basis, of the Fund�s net obligations with
respect to the caps, floors or collars.

B-14

The use of swaps is a highly specialized activity which involves investment techniques and risks different from those associated
with ordinary portfolio securities transactions. If the Adviser is incorrect in its forecasts of market values, interest rates and other
applicable factors, the investment performance of the Fund would diminish compared with what it would have been if these investment
techniques were not used. The use of swaps, caps, collars and floors may also have the effect of shifting the recognition of income
between current and future periods.

Use of Segregated and Other Accounts

Many transactions in derivative instruments (including swaps), in addition to other requirements, require that the Fund segregate
cash and/or liquid securities to the extent Fund obligations are not covered or subject to offsetting positions or transactions. In general,
either the full amount of any obligation by the Fund to pay or deliver securities or assets must be covered at all times by the securities,
instruments or currency required to be delivered (or securities convertible into the needed securities without additional consideration),
or, subject to any regulatory restrictions, the Fund must segregate cash and/or liquid securities in an amount at least equal to the current
amount of the obligation. In the case of a futures contract, the Fund must deposit initial margin and possible daily variation margin in
addition to segregating cash and/or liquid securities sufficient to meet its obligation to purchase or provide securities or currencies, or to
pay the amount owed at the expiration of a cash-settled futures contract. Transactions in derivative instruments may be covered by other
means when consistent with applicable regulatory policies. The Fund may also enter into offsetting transactions so that its combined
position, coupled with any segregated cash and/or liquid securities, equals its net outstanding obligation.

Foreign Securities

The Fund may invest in securities of borrowers that are organized or located in countries other than the United States, including
non-U.S. dollar-denominated securities. The percentage of assets invested in securities of a particular country or denominated in a
particular currency will vary in accordance with the Fund�s assessment of the risk/reward of specific securities in that country along
with relative yield, appreciation potential and the relationship of a country�s currency to the U.S. dollar, which is based upon such
factors as fundamental economic strength, credit quality and interest rate trends. Investments in securities of foreign issuers present
certain risks not ordinarily associated with investments in securities of U.S. issuers, including that non-U.S. issuers may be subject to
less rigorous accounting and reporting requirements than U.S. issuers, less rigorous regulatory requirements, different and perhaps not
as well formulated and defined legal systems and laws relating to bankruptcy and creditors� rights, the potential inability to enforce
legal judgments and the potential for political, social and economic adversity. Investments by the Fund in non-U.S. dollar-denominated
investments will be subject to substantially similar risks to those associated with direct investment in securities of foreign issuers, and
are subject to currency risk as well. Currency risk is the risk that fluctuations in the exchange rates between the U.S. dollar and non-U.S.
currencies may negatively affect an investment. The value of investments denominated in non-U.S. currencies may fluctuate based on
changes in the value of those currencies relative to the U.S. dollar, and a decline in applicable foreign exchange rates could reduce the
value of such investments held by the Fund. The Fund may also hold non-U.S. dollar-denominated senior loans or other securities
received as part of a reorganization or restructuring. In addition, the underlying issuers of certain depositary receipts, particularly
unsponsored or unregistered depositary receipts, are under no obligation to distribute shareholder communications to the holders of such
receipts, or to pass through to them any voting rights with respect to the deposited securities.

Since the Fund may invest in securities of foreign issuers denominated in the local currency, changes in foreign currency exchange
rates will affect the value of securities in the Fund�s portfolio and the unrealized appreciation or depreciation of investments. Currency
exchange rates may fluctuate
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significantly over short periods of time. In addition to changes in the value of the Fund�s portfolio investments resulting from currency
fluctuations, the Fund may incur costs in connection with conversions between various currencies. The Fund may also invest directly in
currencies for hedging purposes. The Fund is subject to the risk that those currencies will decline in value relative to the U.S. dollar. The
values of the currencies of the emerging market countries in which the Fund may invest may be subject to a high degree of fluctuation
due to changes in interest rates, the effects of monetary policies issued by the United States, foreign governments, central banks or
supranational entities, the imposition of currency controls or due to other national or global political or economic developments. Foreign
exchange dealers realize a profit based on the difference between the prices at which they are buying and selling various currencies.
Thus, a dealer normally will offer to sell a foreign currency to the Fund at one rate, while offering a lesser rate of exchange should the
Fund desire immediately to resell that currency to the dealer. The Fund will conduct its foreign currency exchange transactions either on
a spot ( i.e., cash) basis at the spot rate prevailing in the foreign currency exchange market, or through entering into forward, futures or
options contracts to purchase or sell foreign currencies. Therefore, the Fund�s exposure to foreign currencies may result in reduced
returns to the Fund. The Fund may also engage in foreign currency hedging transactions. The Fund�s net currency positions may expose
it to risks independent of its securities positions.

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 a portion of the assets of the Fund are uninvested and no return is
earned on such assets. The inability of the Fund to make intended security purchases due to settlement problems could cause the Fund to
miss attractive investment opportunities. Inability to dispose of portfolio securities due to settlement problems could result either in
losses to the Fund due to subsequent declines in value of the portfolio securities, or, if the Fund has entered into a contract to sell the
securities, could result in possible liability to the purchaser. In addition, with respect to certain foreign countries, there is the possibility
of expropriation or confiscatory taxation, limitations on the movement of funds and other assets between different countries, political or
social instability, or diplomatic developments which could adversely affect the Fund�s investments in those countries. Moreover,
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, resources self-sufficiency and balance of payments position.

Foreign currency transactions. The Fund may enter into forward foreign currency exchange contracts (�forward contracts�) for
hedging purposes. This type of forward contract involves an obligation to purchase or sell a specific currency at a future date, which
may be any fixed number of days from the date of the contract agreed-upon by the parties, at a price set at the time of the contract.
These contracts are traded in the interbank market conducted directly between currency traders (usually large, commercial and
investment banks) and their customers. A non-deliverable currency forward contract is a short-term forward contract on a thinly traded
non-convertible foreign currency where the profit and loss is the difference between a specified exchange rate and the spot rate at the
time of settlement. A forward contract generally has no deposit requirement, and no commissions are charged at any stage for trades. By
entering into a forward contract for the purchase or sale, for a fixed amount of dollars or other currency, of the amount of foreign
currency involved in the underlying security transactions, the Fund may be able to protect itself against a possible loss resulting from an
adverse change in the relationship between the U.S. dollar or other currency which is being used for the security purchase and the
foreign currency in which the security is denominated during the period between the date on which the security is purchased or sold and
the date on which payment is made or received. They may also be used to lock in the current exchange rate of the currency in which
those securities anticipated to be purchased are denominated. At times, the Fund may enter into �cross-currency� hedging transactions
involving currencies other than those in which securities that are held or
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proposed to be purchased are denominated. The Fund may also enter into currency swap transactions. A currency swap generally
involves an agreement to pay interest streams in one currency based on a specified index in exchange for receiving interest streams
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denominated in another currency. Such swaps also usually involve initial and final exchanges of the designated currency that correspond
to an agreed-upon notional amount. Currency swaps usually involve the delivery of the entire principal value of one designated currency
in exchange for the other designated currency. Therefore, the entire principal value of a currency swap is subject to the risk that the
other party to the swap will default on its contractual delivery obligations.

The Fund may conduct its foreign currency exchange transactions either on a spot ( i.e., cash) basis at the spot rate prevailing in the
foreign currency exchange market or through entering into forward contracts to purchase or sell foreign currencies. The Fund will not
enter into forward contracts or maintain a net exposure to these contracts where the consummation of the contracts would obligate the
Fund to deliver an amount of foreign currency in excess of the value of the Fund�s portfolio securities. When required by law, the Fund
will cause its custodian bank to earmark cash or other liquid portfolio securities in an amount equal to the net amounts of the Fund�s
currency exposure under its forward contracts. If the value of the securities so earmarked declines, additional cash or liquid securities
will be earmarked on a daily basis so that the value of such securities will equal the net amount of the Fund�s currency exposure with
respect to such contracts. Forward contracts may limit gains on portfolio securities that could otherwise be realized had they not been
utilized and could result in losses. The contracts may also increase the Fund�s volatility and may involve a significant amount of risk
relative to the investment of cash. Although the Fund values its assets daily in terms of U.S. dollars, it does not intend to convert its
holdings of foreign currencies into U.S. dollars on a daily basis. It will, however, do so from time to time, and investors should be aware
of the costs of currency conversion. Although foreign exchange dealers do not charge a fee for conversion, they do realize a profit based
on the spread between the prices at which they are buying and selling various currencies. Thus, a dealer may offer to sell a foreign
currency to the Fund at one rate, while offering a lesser rate of exchange should the Fund desire to resell that currency to the dealer.

Other Derivative Instruments

The Fund generally seeks to use certain derivative instruments as portfolio management or hedging techniques. In doing so, the
Fund seeks to protect against possible adverse changes in the market value of securities held in or to be purchased for the Fund�s
portfolio, protect the Fund�s unrealized gains, facilitate the sale of certain securities for investment purposes, protect against changes in
currency exchange rates or adjust the exposure to a particular currency, manage the effective maturity or duration of the Fund�s
portfolio, or establish positions in the derivatives markets as a substitute for purchasing or selling particular securities. The Fund may
also use derivative instruments to earn income. Among derivative instruments the Fund may utilize are forward contracts, options,
futures contracts and options on futures contracts. In addition, the Fund may invest in other derivative instruments that are developed
over time if their use would be consistent with the objective of the Fund.

Derivative instruments have risks, including the imperfect correlation between the value of such instruments and the underlying
assets, the possible default of the other party to the transaction and illiquidity of the derivative instrument. Furthermore, the ability to
successfully use derivative instruments depends on the ability of the Fund to predict pertinent market movements, which cannot be
assured. In addition, transactions in such instruments may involve commissions and other costs, which may increase the Fund�s
expenses and reduce its return. Thus, the use of derivative instruments may result in losses greater than if they had not been used, may
require the Fund to sell or purchase portfolio securities at inopportune times or for prices other than current market values, may limit the
amount of appreciation the Fund can otherwise realize on an investment, or may cause the Fund to
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hold a security that it might otherwise sell. In addition, amounts paid as premiums and cash or other assets held in margin accounts with
respect to derivative instruments are not otherwise available to the Fund for investment purposes.

When conducted outside the United States, transactions in derivative instruments may not be regulated as rigorously as in the
United States, may not involve a clearing mechanism and related guarantees, and are subject to the risk of governmental actions
affecting trading in, or the prices of, foreign securities, currencies and other instruments. The value of such positions also could be
adversely affected by: (i) other complex foreign political, legal and economic factors, (ii) lesser availability than in the United States of
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data on which to make trading decisions, (iii) delays in the Fund�s ability to act upon economic events occurring in foreign markets
during non-business hours in the United States, (iv) the imposition of different exercise and settlement terms and procedures and margin
requirements than in the United States, (v) different bankruptcy or creditors� rights laws and (vi) lower trading volume and liquidity.

The Fund can engage in options transactions on securities, indices or on futures contracts to attempt to manage the Fund�s risk in
advancing or declining markets. For example, the value of a put option generally increases as the value of the underlying security
declines. Value is protected against a market decline to the degree the performance of the put correlates with the performance of the
Fund�s investment portfolio. If the market remains stable or advances, the Fund can refrain from exercising the put and its portfolio will
participate in the advance, having incurred only the premium cost for the put. The Fund may purchase and sell listed and over-the-
counter options (�OTC Options�). OTC Options are subject to certain additional risks including default by the other party to the
transaction and the liquidity of the transactions.

The Fund may enter into contracts for the purchase or sale for future delivery of securities or contracts based on financial indices
including any index of domestic or foreign government securities (futures contracts) and may purchase and write put and call options to
buy or sell futures contracts (options on futures contracts). A sale of a futures contract means the acquisition of a contractual obligation
to deliver the securities called for by the contract at a specified price on a specified date. A purchase of a futures contract means the
incurring of a contractual obligation to acquire the securities called for by the contract at a specified price on a specified date. The
purchaser of a futures contract on an index agrees to take delivery of an amount of cash equal to the difference between a specified
multiple of the value of the index on the expiration date of the contract and the price at which the contract was originally struck. No
physical delivery of the securities underlying the index is made. These investment techniques generally are used to protect against
anticipated future changes in interest rates which otherwise might either adversely affect the value of the Fund�s portfolio securities or
adversely affect the price of securities which the Fund intends to purchase at a later date. In addition, some strategies can be performed
with greater ease and at lower cost by utilizing the options and futures contracts markets rather than purchasing or selling portfolio
securities. However, such transactions involve risks different from those involved with direct investments in underlying securities.

The Fund intends to comply with applicable regulatory requirements when implementing derivative instruments including the
segregation of cash and/or liquid securities on the books of the Fund�s custodian, as mandated by SEC rules or SEC staff positions.
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Short Sales and Other Short Positions

The Fund may engage in short sales. A short sale is a transaction in which the Fund sells an instrument that it does not own in
anticipation that the market price will decline. To deliver the securities to the buyer, the Fund arranges through a broker to borrow the
securities and, in so doing, the Fund becomes obligated to replace the securities borrowed at their market price at the time of
replacement. When selling short, the Fund intends to replace the securities at a lower price and therefore, profit from the difference
between the cost to replace the securities and the proceeds received from the sale of the securities. When the Fund makes a short sale,
the proceeds it receives from the sale will be held on behalf of a broker until the Fund replaces the borrowed securities. The Fund may
have to pay a premium to borrow the securities and must pay any dividends or interest payable on the securities until they are replaced.
The Fund�s obligation to replace the securities borrowed in connection with a short sale will be secured by collateral deposited with the
broker that consists of cash and/or liquid securities. In addition, the Fund will place in a segregated account an amount of cash and/or
liquid securities equal to the difference, if any, between (i) the market value of the securities sold at the time they were sold short, and
(ii) any cash and/or liquid securities deposited as collateral with the broker in connection with the short sale. Short sales involve certain
risks and special considerations. If the Fund incorrectly predicts that the price of the borrowed security will decline, the Fund will have
to replace the securities with securities with a greater value than the amount received from the sale. As a result, losses from short sales
differ from losses that could be incurred from a purchase of a security, because losses from short sales may be unlimited, whereas losses
from purchases can equal only the total amount invested.
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The Fund may also use structured products and derivatives to implement short positions. Taking short positions involves leverage
of the Fund�s assets and presents various risks. If the price of the instrument or market which the Fund has taken a short position on
increases, then the Fund will incur a loss equal to the increase in price from the time that the short position was entered into plus any
premiums and interest paid to the issuer or counterparty. Therefore, taking short positions involves the risk that losses may be
exaggerated, potentially losing more money than the actual cost of the investment. Also, there is the risk that the issuer of the structured
product or counterparty to the derivative transaction may fail to honor its contract terms, causing a loss to the Fund.

Bankruptcy and Other Proceedings

Certain fixed-income securities held by the Fund may be subject to U.S. federal, state or non-U.S. bankruptcy laws or fraudulent
transfer or conveyance laws, if such securities were issued with the intent of hindering, delaying or defrauding creditors or, in certain
circumstances, if the issuer received less than reasonably equivalent value or fair consideration in return for issuing such securities. If a
court were to find that the issuance of the securities involved a fraudulent transfer or conveyance, the court could void the payment
obligations under the securities, further subordinate the securities to other existing and future indebtedness of the issuer or require the
Fund to repay any amounts received by it with respect to the securities. In the event of a finding that a fraudulent transfer or conveyance
occurred, the Fund may not receive any repayment on the securities.

If the Fund is found to have interfered with the affairs of a company in which the Fund holds a fixed-income investment, to the
detriment of other creditors or shareholders of such company, the Fund may be liable for damages to injured parties or a bankruptcy
court. While the Fund will attempt to avoid taking the types of action that would lead to such liability, there can be no assurance that
such claims will not be asserted or that the Fund will be able to successfully defend against them. Moreover, such debt may be
disallowed or subordinated to the claims of other creditors if the fund is found guilty of certain inequitable conduct resulting in harm to
other parties with respect to the affairs of a company filing for bankruptcy protection. The Fund�s investment may be treated as equity if
it is
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deemed to be a contribution of capital, or if the Fund attempts to control the outcome of the business affairs of a company prior to such
filing.

The Adviser may seek to place its representative on the boards of certain companies in which the Fund has invested. It is also
anticipated that the Fund will invest in companies in which other funds advised by the Adviser or its affiliates (for purposes of this
section, �KKR Funds�) will have representatives on the boards of such companies. While such representation may enable the Fund to
enhance the sale value of its debt investments in a company, such involvement (and/or an equity stake of other KKR Funds or the
Adviser, KKR or their affiliates in such company) may also prevent the Fund from freely disposing of its debt investments and may
subject the Fund to additional liability or result in re-characterization of the Fund�s debt investments as equity. The Fund will indemnify
the Adviser and its affiliates, and the members, partners, shareholders, directors, officers, employees and, if specifically agreed, agents
of each of them, for claims arising from such board representation. The Adviser will seek to balance the advantages and disadvantages
of such representation when deciding whether and how to exercise its rights with respect to such companies, but the exercise of such
rights could produce average consequences in particular situations.

The preceding discussion is based upon principles of U.S. federal and state laws. Insofar as the Fund�s portfolio includes
obligations of non-United States obligors, the laws of certain foreign jurisdictions may provide for avoidance remedies under factual
circumstances similar to those described above or under different circumstances, which consequences may or may not be analogous to
those describe above under U.S. federal and state laws. Changes in bankruptcy laws (including U.S. federal and state laws and
applicable non-United States laws) may adversely impact the Fund�s investments.

Other Investments
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The following disclosure supplements the disclosure set forth under the captions �Additional Investment Strategies� and �Non-
Principal Risks of Investing in the Fund� in the Prospectus.

Securities of Other Investment Companies

The Fund may invest its assets in securities of other open- and closed-end investment companies, including affiliated registered
investment companies to the extent permitted by the 1940 Act. As a shareholder in an investment company, the Fund will bear its
ratable share of that investment company�s expenses, and will remain subject to payment of the Fund�s investment advisory and other
fees and expenses with respect to assets so invested. Shareholders will therefore be subject to duplicative expenses to the extent that the
Fund invests in other investment companies. Expenses will be taken into account when evaluating the merits of such investments. In
addition, the securities of other investment companies may also be leveraged and will therefore be subject to certain leverage risks. The
NAV and market value of leveraged securities will be more volatile and the yield to stockholders will tend to fluctuate more than the
yield generated by unleveraged securities. Investment companies may have investment policies that differ from those of the Fund. If the
Fund invests in securities issued by an investment company that are not credit obligations, such investment will only count toward the
Fund�s 80% investment policy if the investment company itself has a policy to invest at least 80% of its assets in credit obligations. If
the Fund invests in affiliated registered investment companies, it is not anticipated that such investment companies would waive any
sales load or other fees for the Fund.

Exchange-Traded Funds

The Fund may invest in ETFs, which are shares of publicly traded unit investment trusts and open-end investment companies.
ETF shareholders are generally subject to the same risk as holders of the underlying securities included in the ETF�s portfolio. ETFs are
also subject to certain additional
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risks, including, without limitation, the risk that their prices may not correlate perfectly with changes in the prices of the underlying
securities, and the risk of trading in an ETF halting due to market conditions or other reasons, based on the policies of the exchange
upon which the ETF trades. In addition, the Fund may bear, along with other shareholders of an ETF, its pro rata portion of the ETF�s
expenses, including management fees. Accordingly, in addition to bearing their proportionate share of the Fund�s expenses,
shareholders may also indirectly bear similar expenses of an ETF, which can have an adverse effect on the return of capital of the Fund.

Zero Coupon Bonds

Certain fixed-income obligations purchased by the Fund may take the form of zero coupon bonds. A zero coupon bond is a bond
that does not pay interest either for the entire life of the obligation or for an initial period after the issuance of the obligation. When held
to its maturity, its return comes from the difference between the purchase price and its maturity value. A zero coupon bond is normally
issued and traded at a deep discount from face value. Zero coupon bonds allow an issuer to avoid or delay the need to generate cash to
meet current interest payments and, as a result, may involve greater market risk and credit risk than bonds that pay interest currently or
in cash. The Fund would be required to distribute the income on any of these instruments as it accrues, even though the Fund will not
receive all of the income on a current basis or in cash. Thus, the Fund may have to sell other investments, including when it may not be
advisable to do so, to make income distributions to its shareholders. Distributions attributable to the Fund�s �original issue discount�
income accruing on zero coupon bonds, and of all other ordinary income, will generally be taxable to the Shareholders as ordinary
income. As a consequence of selling investments in order to make distributions of �original issue discount� income and other income in
respect of which the Fund has not received a corresponding amount of cash, the Fund may realize additional income that gives rise to
additional distribution requirements; distributions of such additional income may be taxable to the Shareholders as ordinary income or
as long-term capital gain depending on which investments are sold.
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When-Issued and Forward Commitment Securities

The Fund may purchase securities on a �when-issued� basis and may purchase or sell securities on a �forward commitment�
basis in order to acquire the security or to hedge against anticipated changes in interest rates and prices. When such transactions are
negotiated, the price, which is generally expressed in yield terms, is fixed at the time the commitment is made, but delivery and payment
for the securities take place at a later date. When-issued securities and forward commitments may be sold prior to the settlement date,
but the Fund will enter into when-issued and forward commitments only with the intention of actually receiving or delivering the
securities, as the case may be. If the Fund disposes of the right to acquire a when-issued security prior to its acquisition or disposes of its
right to deliver or receive against a forward commitment, it might incur a gain or loss. At the time the Fund enters into a transaction on a
when-issued or forward commitment basis, it will designate on its books and records cash or liquid credit securities equal to at least the
value of the when-issued or forward commitment securities. The value of these assets will be monitored daily to ensure that their
marked-to-market value will at all times equal or exceed the corresponding obligations of the Fund. There is always a risk that the
securities may not be delivered and that the Fund may incur a loss. Settlements in the ordinary course, which may take substantially
more than five business days, are not treated by the Fund as when-issued or forward commitment transactions and accordingly are not
subject to the foregoing restrictions.

Securities purchased on a forward commitment or when-issued basis are subject to changes in value (generally changing in the
same way, i.e., appreciating when interest rates decline and depreciating when interest rates rise) based upon the public�s perception of
the creditworthiness of the issuer and changes, actual or anticipated, in the level of interest rates. Securities purchased with a
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forward commitment or when-issued basis may expose the Fund to risks because they may experience such fluctuations prior to their
actual delivery. Purchasing securities on a when-issued basis can involve the additional risks that the yield available in the market when
the delivery takes place actually may be higher than that obtained in the transaction itself. Purchasing securities on a forward
commitment or when-issued basis when the Fund is fully invested may result in greater potential fluctuation in the value of the Fund�s
net assets and its NAV per share.

The risks and effect of settlements in the ordinary course on the Fund�s NAV are not the same as the risks and effect of when-
issued and forward commitment securities.

The purchase price of when-issued and forward commitment securities are expressed in yield terms, which reference a floating
rate of interest, and is therefore subject to fluctuations of the security�s value in the market from the date of the Fund�s commitment
(the �Commitment Date�) to the date of the actual delivery and payment for such securities (the �Settlement Date�). There is a risk that,
on the Settlement Date, the Fund�s payment of the final purchase price, which is calculated on the yield negotiated on the Commitment
Date, will be higher than the market�s valuation of the security on the Settlement Date. This same risk is also borne if the Fund disposes
of its right to acquire a when-issued security, or its right to deliver or receive a forward commitment security, and there is a downward
market movement in the value of the security from the Commitment Date to the Settlement Date. No income accrues to the Fund during
the period from the Commitment Date to the Settlement Date. On the other hand, the Fund may incur a gain if the Fund invests in when-
issued and forward commitment securities and correctly anticipates the rise in interest rates and prices in the market.

Reverse Repurchase Agreements

The Fund may enter into reverse repurchase agreements with respect to its portfolio investments subject to the investment
restrictions set forth herein. Reverse repurchase agreements involve the sale of securities held by the Fund with an agreement by the
Fund to repurchase the securities at an agreed-upon price, date and interest payment. At the time the Fund enters into a reverse
repurchase agreement, it may designate on its books and records liquid instruments having a value not less than the repurchase price
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(including accrued interest). If the Fund establishes and maintains such a segregated account, a reverse repurchase agreement will not be
considered a borrowing by the Fund for purposes of the 1940 Act; however, under certain circumstances in which the Fund does not
establish and maintain such a segregated account, such reverse repurchase agreement will be considered a borrowing for the purpose of
the Fund�s limitation on borrowings. The use by the Fund of reverse repurchase agreements involves many of the same risks of
leverage since the proceeds derived from such reverse repurchase agreements may be invested in additional securities. Reverse
repurchase agreements involve the risk that the market value of the securities acquired in connection with the reverse repurchase
agreement may decline below the price of the securities the Fund has sold but is obligated to repurchase. Also, reverse repurchase
agreements involve the risk that the market value of the securities retained in lieu of sale by the Fund in connection with the reverse
repurchase agreement may decline in price.

If the buyer of securities under a reverse repurchase agreement files for bankruptcy or becomes insolvent, such buyer or its trustee
or receiver may receive an extension of time to determine whether to enforce the Fund�s obligation to repurchase the securities, and the
Fund�s use of the proceeds of the reverse repurchase agreement may effectively be restricted pending such decision. Also, the Fund
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.
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Repurchase Agreements

The Fund may invest in repurchase agreements. A repurchase agreement is a contractual agreement whereby the seller of
securities agrees to repurchase the same security at a specified price on a future date agreed-upon by the parties. The agreed-upon
repurchase price determines the yield during the Fund�s holding period. Repurchase agreements are considered to be loans
collateralized by the underlying security that is the subject of the repurchase contract. The Fund will only enter into repurchase
agreements with registered securities dealers or domestic banks that, in the opinion of the Adviser, present minimal credit risk. The risk
to the Fund is limited to the ability of the issuer to pay the agreed-upon repurchase price on the delivery date; however, although the
value of the underlying collateral at the time the transaction is entered into always equals or exceeds the agreed-upon repurchase price,
if the value of the collateral declines there is a risk of loss of both principal and interest. In the event of default, the collateral may be
sold but the Fund might incur a loss if the value of the collateral declines, and might incur disposition costs or experience delays in
connection with liquidating the collateral. In addition, if bankruptcy proceedings are commenced with respect to the seller of the
security, realization upon the collateral by the Fund may be delayed or limited. The Adviser will monitor the value of the collateral at
the time the transaction is entered into and at all times subsequent during the term of the repurchase agreement in an effort to determine
that such value always equals or exceeds the agreed-upon repurchase price. In the event the value of the collateral declines below the
repurchase price, the Adviser will demand additional collateral from the issuer to increase the value of the collateral to at least that of
the repurchase price, including interest.

Dollar Rolls

A dollar roll transaction involves a sale by the Fund of a security concurrently with an agreement by the Fund to repurchase a
similar security at a later date at an agreed-upon price. A dollar roll may be considered a borrowing giving rise to leverage. The
securities that are repurchased will bear the same interest rate and a similar maturity as those sold, but the assets collateralizing these
securities may have different prepayment histories than those sold. During the period between the sale and repurchase, the Fund will not
be entitled to receive interest and principal payments on the securities sold. Proceeds of the sale will be invested in additional
investments, and the income from these investments will generate income for the Fund. If such income does not exceed the income,
capital appreciation and gain or loss that would have been realized on the securities sold as part of the dollar roll, the use of this
technique will diminish the investment performance of the Fund compared with what the performance would have been without the use
of dollar rolls. Dollar rolls involve the risk that the market value of the securities subject to the Fund�s forward purchase commitment
may decline below, or the market value of the securities subject to the Fund�s forward sale commitment may increase above, the
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exercise price of the forward commitment. In the event the buyer of the securities files for bankruptcy or becomes insolvent, the Fund�s
use of the proceeds of the current sale portion of the transaction may be restricted.

Private Placements and Restricted Securities

The Fund may invest in securities which are subject to restrictions on resale because they have not been registered under the
Securities Act. These securities are generally referred to as private placements or restricted securities. Limitations on the resale of these
securities may have an adverse effect on their marketability, and may prevent the Fund from disposing of them promptly at reasonable
prices. The Fund may have to bear the expense of registering the securities for resale and the risk of substantial delays in effecting the
registration.

Some of the Fund investments may be in illiquid securities. At times, private placements or restricted securities, as well as other
securities in which the Fund may invest, may be deemed illiquid.
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Investments in illiquid securities tend to restrict the Fund�s ability to dispose of instruments in a timely fashion and restrict the Fund�s
ability to take advantage of market opportunities.

Warrants

Warrants give holders the right, but not the obligation, to buy stock of an issuer at a given price, usually higher than the market
price at the time of issuance, during a specified period. The risk of investing in a warrant is that the warrant may expire prior to the
market value of the stock exceeding the price fixed by the warrant. Warrants have a subordinate claim on a borrower�s assets compared
with senior loans. As a result, the values of warrants generally are dependent on the financial condition of the borrower and less
dependent on fluctuations in interest rates than are the values of many fixed-income securities. The values of warrants may be more
volatile than those of senior loans and this may increase the volatility of the Fund�s NAV.

Call and Put Options

The Fund may purchase and sell call or put options on securities, including U.S. Treasury and agency securities, foreign
sovereign debt, mortgage-backed securities, corporate fixed-income securities, Eurodollar instruments and foreign fixed-income
securities that are traded on U.S. and foreign securities exchanges and in the OTC markets and may also purchase related futures
contracts on such securities, indices and currencies. All calls sold by the Fund must be �covered� ( i.e., the Fund must own the
securities or futures contract subject to the call) or must meet the asset segregation requirements described below as long as the call is
outstanding. Even though the Fund will receive the option premium as compensation, a call sold by the Fund exposes the Fund during
the term of the option to possible loss of opportunity to realize appreciation in the market price of the underlying security or instrument
and may require the Fund to hold a security or instrument which it might otherwise have sold. If a written call option is not covered, the
Fund is exposed to the risk that it may have to purchase the underlying securities in the market upon exercise of the option (in order to
deliver the securities to the option holder) at a price that is higher than the exercise price and premiums received by the Fund. In selling
put options, there is a risk that the Fund may be required to buy the underlying security at a disadvantageous price above the market
price.

Selling Call and Put Options

Purpose. The principal reason for selling options is to obtain, through receipt of premiums, a greater current return than would
be realized on the underlying securities alone. Such current return could be expected to fluctuate because premiums earned from an
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option selling program and dividend or interest income yields on portfolio securities vary as economic and market conditions change.
Selling options on portfolio securities is likely to result in a higher portfolio turnover rate.

Selling Options. The purchaser of a call option pays a premium to the seller ( i.e., the writer) for the right to buy the underlying
security from the seller at a specified price during a certain period. The Fund would write call options only on a covered basis or for
cross-hedging purposes. A call option is covered if, at all times prior to expiration, the Fund owns or has the right to acquire securities
of the type that it would be obligated to deliver if any outstanding option were exercised. An option is for cross-hedging purposes if it is
not covered by the security subject to the option, but is designed to provide a hedge against another security which the Fund owns or has
the right to acquire. In such circumstances, the Fund collateralizes the option by segregating cash and/or liquid securities in an amount
at least equal to the market value of the underlying security, marked to market daily, while the option is outstanding.

The purchaser of a put option pays a premium to the seller ( i.e., the writer) for the right to sell the underlying security to the
writer at a specified price during a certain period. The Fund would sell
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put options only on a covered basis, which means that, at all times prior to expiration, the Fund would segregate cash and/or liquid
securities in an amount at least equal to the exercise price of the option, or would hold a put on the same underlying security at an equal
or greater exercise price.

Closing Purchase Transactions and Offsetting Transactions. To terminate its position as a writer of a call or put option, the
Fund could enter into a �closing purchase transaction,� which is the purchase of a call (put) on the same underlying security and having
the same exercise price and expiration date as the call (put) previously sold by the Fund. The Fund would realize a gain (loss) if the
premium plus commission paid in the closing purchase transaction is less (greater) than the premium it received on the sale of the
option. The Fund would also realize a gain if an option it has written lapses unexercised.

The Fund could sell options that are listed on an exchange as well as options which are privately negotiated in OTC transactions.
The Fund could close out its position as a seller of an option only if a liquid secondary market exists for options of that series, but there
is no assurance that such a market will exist, particularly in the case of OTC options, since they can be closed out only with the other
party to the transaction. Alternatively, the Fund could purchase an offsetting option, which would not close out its position as a seller,
but would provide an asset of equal value to its obligation under the option sold. If the Fund is not able to enter into a closing purchase
transaction or to purchase an offsetting option with respect to an option it has sold, it will be required to maintain the securities subject
to the call or the collateral securing the option until a closing purchase transaction can be entered into (or the option is exercised or
expires) even though it might not be advantageous to do so.

Risks of Writing Options. By selling a call option, the Fund loses the potential for gain on the underlying security above the
exercise price while the option is outstanding; by selling a put option the Fund might become obligated to purchase the underlying
security at an exercise price that exceeds the then current market price. If a written call option is not covered, the Fund is exposed to the
risk that it may have to purchase the underlying securities in the market upon exercise of the option (in order to deliver the securities to
the option holder) at a price that is higher than the exercise price and premiums received by the Fund.

Purchasing Call and Put Options

The Fund could purchase call options to protect against anticipated increases in the prices of securities it wishes to acquire.
Alternatively, call options could be purchased for capital appreciation. Since the premium paid for a call option is typically a small
fraction of the price of the underlying security, a given amount of funds will purchase call options covering a much larger quantity of
such security than could be purchased directly. By purchasing call options, the Fund could benefit from any significant increase in the
price of the underlying security to a greater extent than had it invested the same amount in the security directly. However, because of the
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very high volatility of option premiums, the Fund would bear a significant risk of losing the entire premium if the price of the
underlying security did not rise sufficiently, or if it did not do so before the option expired.

Put options may be purchased to protect against anticipated declines in the market value of either specific portfolio securities or of
the Fund�s assets generally. Alternatively, put options may be purchased for capital appreciation in anticipation of a price decline in the
underlying security and a corresponding increase in the value of the put option. The purchase of put options for capital appreciation
involves the same significant risk of loss as described above for call options. In any case, the purchase of options for capital
appreciation would increase the Fund�s volatility by increasing the impact of changes in the market price of the underlying securities on
the Fund�s NAV.
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Futures Contracts

The Fund may engage in transactions involving futures contracts and options on futures contracts in accordance with the
rules and interpretations of the CFTC and, in some cases, the SEC. An index futures contract is an agreement pursuant to which two
parties agree to take and make delivery of an amount of cash equal to a specified dollar amount multiplied by the difference between the
index value at a specified time and the price at which the futures contract originally was struck. No physical delivery of the underlying
securities in the index is made. An interest rate futures contract is an agreement pursuant to which a party agrees to take or make
delivery of a specified fixed-income security (such as U.S. Treasury bonds or notes) or to take or make delivery of cash based upon the
change in value of a basket or index of securities at a specified future time and at a specified price. Interest rate futures contracts also
include cash settlement contracts based upon a specified interest rate such as the London interbank offered rate for dollar deposits or
LIBOR.

Initial and Variation Margin. In contrast to the purchase or sale of a security, no price is paid or received upon the purchase or
sale of a futures contract. Initially, the Fund is required to deposit an amount of cash and/or liquid securities equal to a percentage
(which will normally range between 1% and 10%) of the contract amount with either a futures commission merchant pursuant to
rules and regulations promulgated under the 1940 Act or with its custodian in an account in the broker�s name. This amount is known
as initial margin. The nature of initial margin in futures contract transactions is different from that of margin in securities transactions in
that futures contract margin does not involve the borrowing of funds by the customer to finance the transaction. Rather, the initial
margin is in the nature of a performance bond or good faith deposit on the contract, which is returned to the Fund upon termination of
the futures contract and satisfaction of its contractual obligations. Subsequent payments to and from the initial margin account, called
variation margin, are made on a daily basis as the price of the underlying securities or index fluctuates, making the long and short
positions in the futures contract more or less valuable, a process known as marking to market. At any time prior to expiration of the
futures contract, the Fund may elect to terminate the position by taking an opposite position. A final determination of variation margin is
then made, additional cash is required to be paid by or released to the Fund, and the Fund realizes a loss or a gain.

Futures Contract Strategies. When the Fund anticipates a significant market or market sector advance, the purchase of a futures
contract affords a hedge against not participating in the advance at a time when the Fund is otherwise fully invested (�anticipatory
hedge�). Such purchase of a futures contract would serve as a temporary substitute for the purchase of individual securities, which may
be purchased in an orderly fashion once the market has stabilized. As individual securities are purchased, an equivalent amount of
futures contracts could be terminated by offsetting sales. The Fund may sell futures contracts in anticipation of or in a general market or
market sector decline that may adversely affect the market value of the Fund�s securities (�defensive hedge�). To the extent that the
Fund�s portfolio of securities changes in value in correlation with the underlying security or index, the sale of futures contracts would
substantially reduce the risk to the Fund of a market decline and, by so doing provides an alternative to the liquidation of securities
positions in the Fund. Ordinarily transaction costs associated with futures contract transactions are lower than transaction costs that
would be incurred in the purchase and sale of the underlying securities.
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Special Risks Associated with Futures Contract Transactions. There are several risks connected with the use of futures
contracts. These include the risk of imperfect correlation between movements in the price of the futures contracts and of the underlying
securities or index; the risk of market distortion; the risk of illiquidity; and the risk of error in anticipating price movement. There may
be an imperfect correlation (or no correlation) between movements in the price of the futures contracts and of the securities being
hedged. The risk of imperfect correlation increases as the composition of the securities being hedged diverges from the securities or
other reference value upon which the futures contract is
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based. If the price of the futures contract moves less than the price of the securities being hedged, the hedge will not be fully effective.
To compensate for the imperfect correlation, the Fund could buy or sell futures contracts in a greater dollar amount than the dollar
amount of securities being hedged if the historical volatility of the securities being hedged is greater than the historical volatility of the
securities or other reference value underlying the futures contract. Conversely, the Fund could buy or sell futures contracts in a lesser
dollar amount than the dollar amount of securities being hedged if the historical volatility of the securities being hedged is less than the
historical volatility of the securities or other reference value underlying the futures contracts. It is also possible that the value of futures
contracts held by the Fund could decline at the same time as portfolio securities being hedged; if this occurred, the Fund would lose
money on the futures contract in addition to suffering a decline in value in the portfolio securities being hedged.

There is also the risk that the price of futures contracts may not correlate perfectly with movements in the securities or index
underlying the futures contract due to certain market distortions. First, all participants in the futures contract market are subject to
margin depository and maintenance requirements. Rather than meet additional margin depository requirements, investors may close out
futures contracts through offsetting transactions, which could distort the normal relationship between the futures contract market and the
securities or index underlying the futures contract. Second, from the point of view of speculators, the deposit requirements in the futures
contract market are less onerous than margin requirements in the securities markets. Therefore, increased participation by speculators in
the futures contract markets may cause temporary price distortions. Due to the possibility of price distortion in the futures contract
markets and because of the imperfect correlation between movements in futures contracts and movements in the securities underlying
them, a correct forecast of general market trends by the Adviser may still not result in a successful hedging transaction.

There is also the risk that futures contract markets may not be sufficiently liquid. Futures contracts may be closed out only on an
exchange or board of trade that provides a market for such futures contracts. Although the Fund intends to purchase or sell futures
contracts only on exchanges and boards of trade where there appears to be an active secondary market, there can be no assurance that an
active secondary market will exist for any particular contract or at any particular time. In the event of such illiquidity, it might not be
possible to close a futures contract position and, in the event of adverse price movement, the Fund would continue to be required to
make daily payments of variation margin. Since the securities being hedged would generally not be sold until the related futures contract
is sold, an increase, if any, in the price of the securities may to some extent offset losses on the related futures contract. In such event,
the Fund would lose the benefit of the appreciation in value of the securities.

Successful use of futures contracts is also subject to the Adviser�s ability to correctly predict the direction of movements in the
market. For example, if the Fund hedges against a decline in the market, and market prices instead advance, the Fund will lose part or
all of the benefit of the increase in value of its securities holdings because it will have offsetting losses in futures contracts. In such
cases, if the Fund has insufficient cash, it may have to sell portfolio securities at a time when it is disadvantageous to do so to meet the
daily variation margin.

Although the Fund intends to enter into futures contracts only if there is an active market for such contracts, there is no assurance
that an active market will exist for the contracts at any particular time. Most U.S. futures contract exchanges and boards of trade limit
the amount of fluctuation permitted in futures contract prices during a single trading day. Once the daily limit has been reached in a
particular contract, no trades may be made that day at a price beyond that limit. It is possible that futures contract prices would move to
the daily limit for several consecutive trading days with little or no trading, thereby preventing prompt liquidation of futures contract
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positions and subjecting some futures contract traders to substantial losses. In such event, and in the event of adverse price movements,
the Fund would be required to make daily cash payments of variation margin. In such circumstances, an
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increase in the value of the portion of the portfolio being hedged, if any, may partially or completely offset losses on the futures
contract. However, there is no guarantee that the price of the securities being hedged will, in fact, correlate with the price movements in
a futures contract and thus provide an offset to losses on the futures contract.

Options on Futures Contracts

The Fund could also purchase and write options on futures contracts. An option on a futures contract gives the purchaser the
right, in return for the premium paid, to assume a position in a futures contract (a long position if the option is a call and a short position
if the option is a put) at a specified exercise price at any time during the option period. As a writer of an option on a futures contract, the
Fund would be subject to initial margin and maintenance requirements similar to those applicable to futures contracts. In addition, net
option premiums received by the Fund are required to be included as initial margin deposits. When an option on a futures contract is
exercised, delivery of the futures contract position is accompanied by cash representing the difference between the current market price
of the futures contract and the exercise price of the option. The Fund could purchase put options on futures contracts in lieu of, and for
the same purposes as the sale of a futures contract; at the same time, it could write put options at a lower strike price (a �put bear
spread�) to offset part of the cost of the strategy to the Fund. The purchase of call options on futures contracts is intended to serve the
same purpose as the actual purchase of the futures contracts.

Risks of Transactions in Options on Futures Contracts. In addition to the risks described above which apply to all options
transactions, there are several special risks relating to options on futures contracts. The Adviser will not purchase options on futures
contracts on any exchange unless in the Adviser�s opinion, a liquid secondary exchange market for such options exists. Compared to
the use of futures contracts, the purchase of options on futures contracts involves less potential risk to the Fund because the maximum
amount at risk with purchased options is the premium paid for the options (plus transaction costs). However, there may be
circumstances, such as when there is no movement in the price of the underlying security or index, when the use of an option on a future
contract would result in a loss to the Fund when the use of a future contract would not.

Options on Foreign Currencies

The Fund may purchase and write options on foreign currencies in a manner similar to that in which forward contracts or futures
contracts on foreign currencies will be utilized. For example, a decline in the dollar value of a foreign currency in which portfolio
securities are denominated will reduce the dollar value of such securities, even if their value in the foreign currency remains constant.
To protect against such diminutions in the value of portfolio securities, the Fund may purchase put options on the foreign currency. If
the value of the currency does decline, the Fund will have the right to sell such currency for a fixed amount in dollars and will thereby
offset, in whole or in part, the adverse effect on its portfolio which otherwise would have resulted. Conversely, where a rise in the dollar
value of a foreign currency in which securities to be acquired are denominated is projected, thereby increasing the cost of such
securities, the Fund may purchase call options thereon. The purchase of such options could offset, at least partially, the effects of the
adverse movements in exchange rates. As in the case of other types of options, however, the benefit to the Fund deriving from purchases
of foreign currency options will be reduced by the amount of the premium and related transaction costs. In addition, where currency
exchange rates do not move in the direction or to the extent anticipated, the Fund could sustain losses on transactions in foreign
currency options which would require it to forego a portion or all of the benefits of advantageous changes in such rates.

The Fund may write options on foreign currencies for the same types of purposes. For example, where the Fund anticipates a
decline in the dollar value of foreign currency-denominated securities due to adverse fluctuations in exchange rates it could, instead of
purchasing a put option, write a call option
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on the relevant currency. If the expected decline occurs, the option will most likely not be exercised, and the diminution in value of
portfolio securities will be offset by the amount of the premium received. Similarly, instead of purchasing a call option to protect against
an anticipated increase in the dollar cost of securities to be acquired, the Fund could write a put option on the relevant currency which, if
rates move in the manner projected, will expire unexercised and allow the Fund to protect against such increased cost up to the amount
of the premium. As in the case of other types of options, however, the writing of a foreign currency option will constitute only a partial
hedge up to the amount of the premium, and only if rates move in the expected direction. If this does not occur, the option may be
exercised and the Fund would be required to purchase or sell the underlying currency at a loss which may not be offset by the amount of
the premium. Through the writing of options on foreign currencies, the Fund also may be required to forego all or a portion of the
benefits which might otherwise have been obtained from favorable movements in exchange rates.

The value of a foreign currency option is dependent upon the value of the underlying foreign currency relative to the U.S. dollar.
As a result, the price of the option position may vary with changes in the value of either or both currencies and has no relationship to the
investment merits of a foreign security. Because foreign currency transactions occurring in the interbank market (conducted directly
between currency traders, usually large commercial banks, and their customers) involve substantially larger amounts than those that may
be involved in the use of foreign currency options, investors may be disadvantaged by having to deal in an odd lot market (generally
consisting of transactions of less than $1 million) for the underlying foreign currencies at prices that are less favorable than for round
lots.

There is no systematic reporting of last sale information for foreign currencies and there is no regulatory requirement that
quotations available through dealers or other market sources be firm or revised on a timely basis. Quotation information available is
generally representative of very large transactions in the interbank market and thus may not reflect relatively smaller transactions ( i.e.,
less than $1 million) where rates may be less favorable. The interbank market in foreign currencies is a global, around-the-clock market.
To the extent that the U.S. options markets are closed while the markets for the underlying currencies remain open, significant price and
rate movements may take place in the underlying markets that cannot be reflected in the options markets.

The Fund may write call options on foreign currencies for cross-hedging purposes. A call option on a foreign currency is for
cross-hedging purposes if it is not covered, but is designed to protect against a decline in the U.S. dollar value of a security which the
Fund owns or has the right to acquire and which is denominated in the currency underlying the option due to an adverse change in the
exchange rate. In such circumstances, the Fund covers the potential exposure of the option by segregating cash and/or liquid securities
in an amount not less than the value of the underlying foreign currency in U.S. dollars marked to market daily.

Combined Transactions

The Fund may enter into multiple transactions, including multiple options transactions, multiple futures contracts transactions,
multiple currency transactions (including forward currency contracts) and multiple interest rate transactions and any combination of
futures contracts, options, currency and interest rate transactions (�component� transactions), instead of a single derivative instrument
as part of a single or combined strategy when, in the opinion of the Adviser, it is in the best interests of the Fund to do so. A combined
transaction will usually contain elements of risk that are present in each of its component transactions. Although combined transactions
are normally entered into based on the Fund�s judgment that the combined strategies will reduce risk or otherwise more effectively
achieve the desired portfolio management goal, it is possible that the combination will instead increase such risks or hinder achievement
of the portfolio management objective.
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Additional Risks of Other Derivative Instruments

Each of the U.S. exchanges has established limitations governing the maximum number of call or put options on the same
underlying security or futures contract (whether or not covered) which may be written by a single investor, whether acting alone or in
concert with others (regardless of whether such options are written on the same or different exchanges or are held or written on one or
more accounts or through one or more brokers). Option positions of all investment companies advised by the Adviser are combined for
purposes of these limits. An exchange may order the liquidation of positions found to be in violation of these limits and it may impose
other sanctions or restrictions. These position limits may restrict the number of listed options which the Fund may write.

In the event of the bankruptcy of a broker or futures commission merchant through which the Fund engages in transactions in
options, futures contracts or options on futures contracts, the Fund could experience delays and/or losses in liquidating open positions
purchased or incur a loss of all or part of its margin deposits. Transactions are entered into by the Fund only with counterparties deemed
creditworthy by the Adviser.

Unlike transactions entered into by the Fund in futures contracts, options on foreign currencies and forward contracts are not
traded on contract markets regulated by the CFTC or (with the exception of certain foreign currency options) by the SEC. To the
contrary, such instruments are traded through financial institutions acting as market-makers, although foreign currency options are also
traded on certain national securities exchanges, subject to SEC regulation. Similarly, options on currencies may be traded OTC. In an
OTC trading environment, many of the protections afforded to exchange participants will not be available. For example, there are no
daily price fluctuation limits, and adverse market movements could, therefore, continue to an unlimited extent over a period of time.
Although the purchaser of an option cannot lose more than the amount of the premium plus related transaction costs, this entire amount
could be lost. Moreover, the option writer and a trader of forward contracts could lose amounts substantially in excess of their initial
investments, due to the margin and collateral requirements associated with such positions.

Options on foreign currencies traded on national securities exchanges are within the jurisdiction of the SEC, as are other securities
traded on such exchanges. As a result, many of the protections provided to traders on organized exchanges will be available with respect
to such transactions. In particular, all foreign currency option positions entered into on a national securities exchange are cleared and
guaranteed by the Options Clearing Corporation (�OCC�), thereby reducing the risk of counterparty default. Further, a liquid secondary
market in options traded on a national securities exchange may be more readily available than in the OTC market, potentially permitting
the Fund to liquidate open positions at a profit prior to exercise or expiration, or to limit losses in the event of adverse market
movements.

The purchase and sale of exchange-traded foreign currency options, however, is subject to the risks of the availability of a liquid
secondary market described above, as well as the risks regarding adverse market movements, margining of options written, the nature of
the foreign currency market, possible intervention by governmental authorities and the effects of other political and economic events. In
addition, exchange-traded options on foreign currencies involve certain risks not presented by the OTC market. For example, exercise
and settlement of such options must be made exclusively through the OCC, which has established banking relationships in applicable
foreign countries for this purpose. As a result, the OCC may, if it determines that foreign governmental restrictions or taxes would
prevent the orderly settlement of foreign currency option exercises, or would result in undue burdens on the OCC or its clearing
member, impose special procedures on exercise and settlement, such as technical changes in the mechanics of delivery of currency, the
fixing of dollar settlement prices or prohibitions, on exercise.
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In addition, futures contracts, options on futures contracts, forward contracts and options on foreign currencies may be traded on
foreign exchanges. Such transactions are subject to the risk of governmental actions affecting trading in or the prices of foreign
currencies or securities. The value of such positions also could be adversely affected by (i) other complex foreign political, legal, and
economic factors, (ii) lesser availability than in the United States of data on which to make trading decisions, (iii) delays in the Fund�s
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ability to act upon economic events occurring in foreign markets during non-business hours in the United States, (iv) the imposition of
different exercise and settlement terms and procedures and margin requirements than in the United States and (v) lesser trading volume.

Credit Facility

The Fund may enter into definitive agreements with respect to a credit facility or other borrowing program, subject to limits
established by the 1940 Act, and would only be used for temporary or emergency purposes, including as necessary to meet redemptions.
Any such borrowings would constitute financial leverage. Such a credit facility would not be convertible into securities of the Fund,
outstanding amounts are expected to be prepayable by the Fund prior to final maturity without significant penalty and there are not
expected to be any sinking fund or mandatory retirement provisions. Outstanding amounts would be payable at maturity or such earlier
times as required by the agreement. The Fund may be required to prepay outstanding amounts under the credit facility or incur a penalty
rate of interest upon the occurrence of certain events of default. The Fund would be expected to indemnify the lenders under the credit
facility against liabilities they may incur in connection with the credit facility program.

Securities Lending

To achieve its investment objective, the Fund may lend portfolio securities to certain financial institutions, provided that: (i) the
loan is continuously secured by collateral in cash, cash equivalents, letters of credit or U.S. Government securities equal to at least
100% of the value of the loaned securities, and such collateral must be valued, or �marked to market,� daily (borrowers are required to
furnish additional collateral to the Fund as necessary to fully cover their obligations); (ii) the loan may be recalled at any time by the
Fund and the loaned securities be returned; (iii) any interest or dividends paid will be received by the Fund; and (iv) the aggregate value
of the loaned securities will not exceed 33 1 / 3 % of the Fund�s total assets. The Fund�s lending of securities involves the risk of loss in
the loaned securities or relay in recovery of the securities if the borrower becomes insolvent or should otherwise fail to deliver the
loaned securities. The Fund may engage the services of a securities lending agent who would receive a share of the income generated by
such activities. The fees associated with securities lending do not appear in the Fund�s fee table, and the Fund bears the entire risk of
loss on any reinvested collateral received in connection with securities lending. The Fund will not have the right to vote its loaned
securities during the period of the loan, but the Fund is obligated to recall a loaned security in time to vote proxies if it has knowledge
that a vote concerning a material event regarding the securities will occur.

Conflicts of Interest Risk

Because the Adviser manages assets for other investment companies, pooled investment vehicles and/or other accounts (including
institutional clients, pension plans and certain high net worth individuals), certain conflicts of interest are present. For instance, the
Adviser receives fees from certain accounts that are higher than the fees received from the Fund, or receive a performance-based fee on
certain accounts. In those instances, the portfolio manager has an incentive to favor the higher and/or performance-based fee accounts
over the Fund. In addition, a conflict of interest exists to the extent the Adviser has proprietary investments in certain accounts, where
the portfolio manager or
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other employees of the Adviser have personal investments in certain accounts or when certain accounts are investment options in the
Adviser�s employee benefits plan. The Adviser has an incentive to favor these accounts over the Fund. Because the Adviser manages
accounts that engage in short sales of (or otherwise take short positions in) securities or other instruments of the type in which the Fund
invests, the Adviser could be seen as harming the performance of the Fund for the benefit of the accounts taking short positions, if such
short positions cause the market value of the securities to fall. The Adviser has adopted trade allocation and other policies and
procedures that it believes are reasonably designed to address these and other conflicts of interest. These policies and procedures will
have the effect of foreclosing certain investment opportunities for the Fund from time to time. Notwithstanding the foregoing, the
Adviser will act in the best interest of the Fund in accordance with its fiduciary duty to the Fund.
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The Adviser manages assets for accounts other than the Fund, including private funds. The Fund may invest in the same credit
obligations as other KKR Funds, although their investments may include different obligations of the same issuer. For example, the Fund
might invest in senior loans issued by a borrower and one or more KKR Funds might invest in the borrower�s junior debt. In addition,
the Adviser manages certain accounts (including CLOs) that invest in certain types of credit obligations in which the Fund may also
invest. Investment opportunities appropriate for both the Fund and another KKR Funds generally will be allocated between the Fund
and the other KKR Fund in a manner that the Adviser believes to be fair and equitable under the circumstances, in accordance with the
Adviser�s trade allocation policies.

Conflicts of interest may arise where the Fund and other KKR Funds simultaneously hold securities representing different parts of
the capital structure of a stressed or distressed issuer. In such circumstances, decisions made with respect to the securities held by one
KKR Fund may cause (or have the potential to cause) harm to the different class of securities of the issuer held by other KKR Funds
(including the Fund). For example, if such an issuer goes into bankruptcy or reorganization, becomes insolvent or otherwise experiences
financial distress or is unable to meet its payment obligations or comply with covenants relating to credit obligations held by the Fund
or by the other KKR Funds, such other KKR Funds may have an interest that conflicts with the interests of the Fund. If additional
financing for such an issuer is necessary as a result of financial or other difficulties, it may not be in the best interests of the Fund to
provide such additional financing, but if the other KKR Funds were to lose their respective investments as a result of such difficulties,
the Adviser may have a conflict in recommending actions in the best interests of the Fund. In such situations, the Adviser will seek to
act in the best interests of each of the KKR Funds (including the Fund) and will seek to resolve such conflicts in accordance with its
compliance procedures.

In addition, the 1940 Act limits the Fund�s ability to enter into certain transactions with certain affiliates of the Adviser. As a
result of these restrictions, the Fund may be prohibited from buying or selling any security directly from or to any portfolio company of
a fund managed by the Adviser or one of its affiliates. Nonetheless, the Fund may under certain circumstances purchase any such
portfolio company�s loans or securities in the secondary market, which could create a conflict for the Adviser between the interests of
the Fund and the portfolio company, in that the ability of the Adviser to recommend actions in the best interest of the Fund might be
impaired. The 1940 Act also prohibits certain �joint� transactions with certain of the Fund�s affiliates (which includes other funds
managed by the Adviser), which could be deemed to include certain types of investments, or certain types of restructurings of
investments, in the same portfolio company (whether at the same or different times). These limitations may limit the scope of
investment opportunities that would otherwise be available to the Fund. The Board has approved various policies and procedures
reasonably designed to monitor potential conflicts of interest. The Board will review these policies and procedures and any conflicts that
may arise.
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Although the professional staff of the Adviser will devote as much time to the management of the Fund as the Adviser deems
appropriate to perform their duties in accordance with the investment advisory agreement and in accordance with reasonable
commercial standards, the professional staff of the Adviser may have conflicts in allocating their time and services among the Fund and
other KKR Funds. The Adviser and its affiliates are not restricted from forming additional investment funds, from entering into other
investment advisory relationships or from engaging in other business activities, even though such activities may be in competition with
the Fund and/or may involve substantial time and resources of the Adviser and its professional staff. These activities could be viewed as
creating a conflict of interest in that the time and effort of the members of the Adviser and its officers and employees will not be devoted
exclusively to the business of the Fund but will be allocated between the business of the Fund and the management of the assets of other
clients of the Adviser.

The Adviser or its respective members, officers, directors, employees, principals or affiliates may come into possession of
material, non-public information. The possession of such information may limit the ability of the Fund to buy or sell a security or
otherwise to participate in an investment opportunity. Situations may occur where the Fund could be disadvantaged because of the
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investment activities conducted by the Adviser for other clients, and the Adviser will not employ information barriers with regard to its
operations on behalf of its registered and private funds, or other accounts. In certain circumstances, employees of the Adviser may serve
as board members or in other capacities for portfolio or potential portfolio companies, which could restrict the Fund�s ability to trade in
the securities of such companies.

The Adviser will perform its own independent investment analysis of securities being considered for the Fund�s portfolio. The
Adviser may also, however, consider the ratings assigned by various investment services and independent rating organizations, such as
Moody�s and S&P, that publish ratings based upon their assessment of the relative creditworthiness of the rated debt securities.
Generally, a lower rating indicates higher credit risk, and higher yields are ordinarily available from debt securities in the lower rating
categories to compensate investors for the increased credit risk. Any use of credit ratings in evaluating debt securities can involve
certain risks. For example, ratings assigned by the rating agencies are based upon an analysis completed at the time of the rating of the
obligor�s ability to pay interest and repay principal, typically relying to a large extent on historical data. Rating agencies typically rely
to a large extent on historical data which may not accurately represent present or future circumstances. Ratings do not purport to reflect
the risk of fluctuations in market value of the debt security and are not absolute standards of quality and only express the rating
agency�s current opinion of an obligor�s overall financial capacity to pay its financial obligations. A credit rating is not a statement of
fact or a recommendation to purchase, sell or hold a debt obligation. Also, credit quality can change suddenly and unexpectedly, and
credit ratings may not reflect the issuer�s current financial condition or events since the security was last rated. Rating agencies may
have a financial interest in generating business, including from the arranger or issuer of the security that normally pays for that rating,
and a low rating might affect future business. While rating agencies have policies and procedures to address this potential conflict of
interest, there is a risk that these policies will fail to prevent a conflict of interest from impacting the rating. Additionally, legislation has
recently been enacted in an effort to reform rating agencies. Rules have also recently been adopted by the SEC to require rating
agencies to provide additional disclosure and reduce conflicts of interest, and further reform has been proposed. It is uncertain how
such legislation or additional regulation might impact the ratings agency business and the investment manager�s investment process.

Additional Risks of the Fund

Concentration Risk

The Fund is not subject to specific concentration restrictions, other than the restrictions listed below under �Fund Investment
Policies,� and may at times allocate a substantial portion of its capital to a limited number of securities or other investments, or
concentrate its investments across a limited number of jurisdictions or industry sectors. As a consequence, the aggregate return of the
Fund may be substantially affected by the unfavorable performance of one or a small number of investments, issuers, securities,
geographic regions or industries or by the unfavorable developments in one or a small number of geographic regions or industries.

Eurozone Risks

The Fund may invest from time to time in European companies and companies that have operations that may be affected by the
Eurozone economy. Recent concerns regarding the sovereign debt of various Eurozone countries and proposals for investors to incur
substantial writedowns and reductions in the face value of Eurozone sovereign debt have given rise to new concerns about sovereign
defaults, the possibility that one or more countries might leave the European Union or the Eurozone, and various proposals (still under
consideration and unclear in material respects) for support of affected countries and the Euro as a currency. The outcome of this
situation cannot yet be predicted. Sovereign debt defaults, and European Union and/or Eurozone exits, could have material adverse
effects on investments in the Fund in European companies, including but not limited to the available of credit to support such
companies� financing needs, uncertainty and disruption in relation to financing, customer and supply contracts denominated in Euro,
and wider economic disruption in markets served by those companies, while austerity and other measures introduced in order to limit or
contain these issues may themselves lead to economic contraction and resulting adverse effects for the Fund and its investments. It is
possible that a number of the Fund�s investments will be denominated in Euro. Legal uncertainty about the funding of Euro
denominated obligations following any breakups or exits from the Eurozone (particularly in the case of investments in companies in
affected countries) could also have material adverse effects on the Fund and consequently the Fund�s shareholders.
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Shadow Banking Regulation

In October 2011, the Financial Stability Board issued a report that recommended strengthening oversight and regulation of the so-
called �shadow banking� banking system in Europe, broadly described as credit intermediation involving entities and activities outside
the regular banking system. The report outlined initial steps to define the scope of the shadow banking system and proposed general
governing principles for a monitoring and regulatory framework. While at this stage it is difficult to predict the scope of any new
regulations, if such regulations were to extend the regulatory and supervisory requirements, such as capital and liquidity standards,
currently applicable to banks, or the Fund was considered to be engaged in �shadow banking,� the regulatory and operating costs
associated therewith could adversely impact the implementation of the Fund�s investment strategy and the Fund�s returns and may
become prohibitive.

Recent Developments

The credit markets have been experiencing extreme volatility and disruption for several years. Instability in the credit markets has
made it more difficult for a number of issuers of fixed-income securities to obtain financing or refinancing for their investment or
lending activities or operations. In particular, because of volatile conditions in the credit markets, issuers of fixed-income securities may
be subject to increased cost for fixed-income, tightening underwriting standards and reduced liquidity for loans they make, securities
they purchase and securities they issue.

For example, certain borrowers may, due to macroeconomic conditions, be unable to make interest and/or principal payments on
credit obligations during this period. A borrower�s failure to satisfy financial or operating covenants imposed by lenders could lead to
defaults and, potentially, termination of the credit obligations and foreclosure on the borrower�s assets securing the credit obligations,
which could trigger cross-defaults under other agreements and jeopardize the borrower�s ability to meet other fixed-income obligations.
The Fund may incur expenses to the extent necessary to seek recovery upon default or to negotiate new terms with a defaulting
borrower. In addition, if a borrower were to commence bankruptcy proceedings, even though the Fund may hold a senior loan of such
borrower, depending on the facts and circumstances, including the extent to which the Fund actually provided managerial assistance to
such borrower, a bankruptcy court might recharacterize the Fund�s debt holding and subordinate all or a portion of its claim to that of
other creditors. The current adverse economic conditions may also decrease the value of collateral securing some of the Fund�s loans
and the value of its equity investments. Such conditions could lead to financial losses in the Fund�s portfolio and a decrease in
revenues, net income and the value of the Fund�s assets.

These developments may increase the volatility of the value of securities owned by the Fund. These developments may also make
it more difficult for the Fund to accurately value its securities or to sell its securities on a timely basis. These developments may also
adversely affect the broader economy, which in turn may adversely affect the ability of issuers of securities owned by the Fund to make
payments of principal and interest when due, lead to lower credit ratings of the issuer and increased defaults by the issuer. Such
developments could, in turn, reduce the value of securities owned by the Fund and adversely affect the NAV and market price of the
Fund�s shares.

In addition, the recent European debt crisis and related financial restructuring efforts have contributed to the instability in global
credit markets. The strength and duration of any economic recovery will be impacted by the European debt crisis and the reaction to any
efforts to address the crisis.

Government Intervention in the Financial Markets Risk
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The recent instability in the financial markets has led the U.S. Government (as well as certain foreign governments) to take a
number of unprecedented actions designed to support certain financial
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institutions and segments of the financial markets that have experienced extreme volatility, and in some cases a lack of liquidity. It is
possible that governments (whether domestic or foreign) will not take any additional actions to support the financial markets or the
economy (including by prohibiting any future �bailouts�), which may materially and adversely affect the Fund.

Federal, state, and other governments, their regulatory agencies or self-regulatory organizations may take additional actions that
affect the regulation of the securities or structured products in which the Fund invests, or the issuers of such securities or structured
products, in ways that are unforeseeable. Borrowers under senior loans held by the Fund may seek protection under bankruptcy laws.
Legislation or regulation may also change the way in which the Fund itself is regulated. Such legislation or regulation could limit or
preclude the Fund�s ability to achieve its investment objective. The Adviser will monitor developments and seek to manage the Fund�s
portfolio in a manner consistent with achieving the Fund�s investment objective, but there can be no assurance that they will be
successful in doing so.

FUND INVESTMENT POLICIES

The following are fundamental investment policies of the Fund and may not be changed without the approval of the holders of a
majority of the Fund�s outstanding voting securities (which for this purpose and under the 1940 Act means the lesser of: (i) 67% or
more of the Fund�s voting securities present at a meeting at which more than 50% of the Fund�s outstanding voting securities are
present or represented by proxy; or (ii) more than 50% of the Fund�s outstanding voting securities). Except as otherwise noted, all
percentage limitations set forth below apply immediately after a purchase and any subsequent change in any applicable percentage
resulting from market fluctuations does not require any action. With respect to the limitations on the issuance of senior securities and in
the case of borrowings, the percentage limitations apply at the time of issuance and on an ongoing basis. With respect to the limitation
on borrowings, in the event that the Fund�s borrowings at any time exceed 33 1 / 3 % of the value of the Fund�s total assets (including
the amount borrowed) less the Fund�s liabilities (other than borrowings) due to subsequent changes in the value of the Fund�s assets or
otherwise, within three days (excluding Sundays and holidays) the Fund will take corrective action to reduce the amount of its
borrowings to an extent that such borrowings will not exceed 33 1 / 3 % of the value of the Fund�s total assets (including the amount
borrowed) less the Fund�s liabilities (other than borrowings). However, the Fund may, to the extent permitted by applicable law, borrow
up to an additional 5% of its total assets for temporary purposes. Such borrowings will be considered to be for temporary purposes if
they are repaid within 60 days and are not extended or renewed by the Fund.

The Fund may not:

1. Issue senior securities or borrow money, except the Fund may issue senior securities and/or borrow money (including
through reverse repurchase agreements) to the extent permitted by the 1940 Act, as amended from time to time, and as modified
or supplemented from time to time by (i) the rules and regulations promulgated by the SEC under the 1940 Act, as amended from
time to time and (ii) an exemption or other relief applicable to the Fund from the provisions of the 1940 Act, as amended from
time to time.

2. Act as an underwriter of securities issued by others, except to the extent that, in connection with the disposition of loans
or portfolio securities, it may be deemed to be an underwriter under applicable securities laws.

3. Invest in any security if, as a result, more than 25% of the value of the Fund�s net assets, taken at market value at the
time of each investment, are in the securities of issuers in any one industry or group of related industries except (a) securities
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issued or guaranteed by the U.S. Government and its agencies and instrumentalities or tax exempt securities of state and
municipal governments or their political subdivisions, or (b) as otherwise provided by the 1940 Act, as
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amended from time to time, and as modified or supplemented from time to time by (i) the rules and regulations promulgated by
the SEC under the 1940 Act, as amended from time to time, and (ii) any exemption or other relief applicable to the Fund from the
provisions of the 1940 Act, as amended from time to time. Private purpose industrial development bonds issued on behalf of non-
government issuers are subject to the limitation on investing more than 25% of the value of the Fund�s net assets, taken at market
value at the time of each investment, in the securities of issuers in any one industry or group of related industries.

4. Purchase or sell real estate except that the Fund may: (a) acquire or lease office space for its own use, (b) invest in
securities and/or other instruments of issuers that invest in real estate or interests therein or that are engaged in or operate in the
real estate industry, (c) invest in securities and/or other instruments that are secured by real estate or interests therein, (d) purchase
and sell mortgage-related securities and/or other instruments, (e) hold and sell real estate acquired by the Fund as a result of the
ownership of securities and/or other instruments and (f) as otherwise permitted by the 1940 Act, as amended from time to time,
and as modified or supplemented from time to time by (i) the rules and regulations promulgated by the SEC under the 1940 Act,
as amended from time to time, and (ii) any exemption or other relief applicable to the Fund from the provisions of the 1940 Act,
as amended from time to time.

5. Purchase or sell physical commodities unless acquired as a result of ownership of securities or other instruments;
provided that this restriction shall not prohibit the Fund from purchasing or selling options, futures contracts and related options
thereon, forward contracts, swaps, caps, floors, collars and any other financial or derivative instruments or from investing in
securities or other instruments backed by physical commodities or as otherwise permitted by the 1940 Act, as amended from time
to time, and as modified or supplemented from time to time by (i) the rules and regulations promulgated by the SEC under the
1940 Act, as amended from time to time, and (ii) any exemption or other relief applicable to the Fund from the provisions of the
1940 Act, as amended from time to time.

6. Make loans of money or property to any person, except (a) to the extent that securities, instruments or interests in which
the Fund may invest are considered to be loans (including through direct extensions of credit), (b) through the loan of portfolio
securities ( i.e., securities lending), (c) by engaging in repurchase agreements or (d) as may otherwise be permitted by the 1940
Act, as amended from time to time, and as modified or supplemented from time to time by (i) the rules and regulations
promulgated by the SEC under the 1940 Act, as amended from time to time, and (ii) any exemption or other relief applicable to
the Fund from the provisions of the 1940 Act, as amended from time to time.

The latter part of certain of the Fund�s fundamental investment policies ( i.e., the references to �as may otherwise be permitted by
the 1940 Act, as amended from time to time and as modified or supplemented from time to time by (i) the rules and regulations
promulgated by the SEC under the 1940 Act, as amended from time to time, and (ii) any exemption or other relief applicable to the
Fund from the provisions of the 1940 Act, as amended from time to time�) provide the Fund with flexibility to change its limitations in
connection with changes in applicable law, rules, regulations or exemptive relief. The language used in these restrictions provides the
necessary flexibility to allow the Fund�s Board to respond efficiently to these kinds of developments without the delay and expense of a
shareholder meeting.

The following are non-fundamental investment policies of the Fund and may be changed by the Board without shareholder
approval.

1. The Fund may not invest in illiquid assets if, as a result of such investment, more than 15% of the Fund�s net assets
would be invested in illiquid assets.
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2. Under normal market conditions, the Fund will invest at least 80% of its net assets, including any borrowings for
investment purposes, in corporate fixed-income instruments that are rated below investment grade (�high yield� or �junk�) by a
nationally recognized statistical rating organization or are unrated but deemed by the Adviser to be of comparable quality.

Temporary Defensive Investments

For temporary defensive purposes, during periods in which the Adviser believes that changes in economic, financial or political
conditions make it advisable to do so, the Fund may reduce its primary investment holdings (when taking a temporary defensive
position) and invest in certain short-term (less than one year to maturity) and medium-term (not greater than five years to maturity)
fixed-income securities or hold cash. The short and medium-term fixed-income securities in which the Fund may invest consist of:
(i) obligations of the U.S. government, its agencies or instrumentalities; (ii) bank deposits and bank obligations (including certificates of
deposit, time deposits and bankers� acceptances) of U.S. or foreign banks denominated in any currency; (iii) adjustable, variable or
floating rate securities and other instruments denominated in any currency issued by various governments or international development
agencies; (iv) finance company and corporate commercial paper and other short-term corporate fixed-income obligations of U.S. or
foreign corporations; (v) repurchase agreements with banks and broker-dealers with respect to such securities; and (vi) shares of money
market funds. The Fund intends to invest for these temporary defensive purposes only in short-term and medium-term fixed-income
securities that the Adviser believes to be of high quality, i.e., subject to a lower risk of loss of interest or principal. In taking such
positions, the Fund temporarily would not be pursuing and may not achieve its investment objective. It is impossible to predict when, or
for how long, the Fund will use these alternative strategies. There can be no assurance that such strategies will be successful.

Disclosure of Portfolio Holdings

The Trust has adopted policies and procedures reasonably designed to prevent selective disclosure of the Fund�s portfolio
holdings to third parties. The Fund may disclose its top ten portfolio holdings on a monthly basis approximately 15 business days after
month end by posting this information on its website and discloses substantially all of its portfolio holdings on a quarterly basis through
reports to shareholders or filings with the SEC within 60 days after quarter end. The Fund may also disclose its portfolio breakdown by
ratings, security type, geography, top five sectors and fixed vs. adjustable, variable or floating rate instruments, from time to time by
posting this information on its website. These disclosures are public and are publicly available on an ongoing basis.

Other disclosures of portfolio holdings information will only be made following a determination by the Fund�s Chief Compliance
Officer that the disclosures are for a legitimate business purpose and that the recipient has agreed in writing that it is subject to a duty of
confidentiality and may not trade in securities on the basis of non-public information that may be included in these disclosures. No other
officer or employee of the Trust or its affiliates is authorized to make such other disclosures without such a determination by the Chief
Compliance Officer. The only parties that are currently authorized to receive additional information are service providers to the
Fund�namely, the Adviser, the administrator, the custodian, and the transfer agent, as identified below, and auditors and each of their
respective affiliates and advisers, who receive such information regularly in the course of providing services for the Fund. From time to
time, the Fund and the Adviser may authorize additional parties to receive such additional portfolio holdings information, subject to the
requirements described above. The Trustees will, on a quarterly basis, be provided with a list of any new recipients of portfolio
information (along with information on the nature of the recipient and the details of the disclosures). Any such new recipient would also
be required to confirm in writing both a duty of confidentiality and a duty not to trade on non-public information.
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The Trust�s policies and procedures prohibit any person or entity from receiving compensation or consideration of any kind in
connection with any disclosures of portfolio holdings. In light of the narrowly restricted group of parties that will receive non-public
disclosure of portfolio holdings, the Trust believes that the foregoing procedures substantially eliminate the likelihood of conflicts
regarding use of this information between the interests of shareholders and the interests of affiliates of the Trust, including the Adviser
and the Distributor. In the event that the Chief Compliance Officer or other officer or employee of the Trust or an affiliate believes that a
conflict has arisen, he or she is required to raise the matter for resolution in accordance with the Trust�s procedures for such conflicts. In
addition, any unauthorized disclosures will be reported to the Board on at least a quarterly basis.

Certain KKR Funds may have access to the portfolio holdings of those other KKR Funds on a more frequent or enhanced basis
than the Fund�s portfolio holdings are disclosed to its shareholders. To the extent that the Fund holds the same investments or
investments issued by the same issuers as are held by other KKR Funds, these investors in other KKR Funds may receive more in-depth
and/or more frequent information with respect to those holdings than will shareholders in the Fund.
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MANAGEMENT OF THE FUND

Trustees and Officers

The business and affairs of the Fund are managed under the direction of the Fund�s Board and the Fund�s officers appointed by
the Board. The tables below list the trustees and officers of the Fund and their present positions and principal occupations during the
past five years. The business address of the Fund, its Board members and officers, and the Adviser is 555 California Street, 50th Floor,
San Francisco, CA 94104, unless specified otherwise below. The term �Fund Complex� includes each of the registered investment
companies advised by the Adviser or its affiliates as of the date of this SAI. Each Trustee serves an indefinite term, until his or her
successor is elected. Officers are annually elected by the Trustees.

Interested Trustee (1)

Name, Age

and Address

Position(s)

Held

with Fund

Term of

Office and

Length of

Service

Principal

Occupation(s)

During Past Five

Years and Other

Relevant Experience

Number of

Portfolios in

Fund

Complex

Overseen by

Trustee

Other

Directorships

Held by

Trustee

During the

Last Five

Years

William C.
Sonneborn
(42)

Chairman
of the
Board;
Trustee;
President
and Chief
Executive
Officer

Since
September
2012

Chief Executive
Officer of the
Adviser and KKR
Financial
Holdings LLC
and a member of
KKR�s
Management
Committee and
the Adviser�s
Investment
Committee (since
2008); President

3 KKR Financial
Holdings LLC
(2008�present);
The TCW
Funds, Inc.
(2002 - 2008).
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and Chief
Operating Officer
of the TCW
Group, Inc., and
CEO of The TCW
Funds, Inc. and a
member of the
executive
committee of
Societe Generale
Asset
Management, S.A.
(2002 - 2008).

Independent Trustees (1)

Name, Age and

Address

Position(s)

Held

with Fund

Term of

Office and

Length of

Service

Principal

Occupation(s)

During Past Five

Years and Other

Relevant

Experience

Number of

Portfolios in

Fund

Complex

Overseen by

Trustee

Other

Directorships

Held by

Trustee

During the

Last Five

Years

Tobin V. Levy (68)
2 Morven Place Princeton,
NJ 08540

Trustee Since
September
2012

Executive
Vice
President &
Chief
Financial
Officer, Local
Initiatives
Support
Corporation
(non-profit
support and
resources)
(since 2011);
Managing
Director and
Chief
Financial
Officer,
Hedge Fund
Strategies
Group,
Goldman
Sachs & Co.
(financial
services firm)
(1995 - 2008).

3 AloStar
Bank of
Commerce.
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Jeffrey L. Zlot (41)
101 California Street,
Suite 1200 San Francisco,
CA 94111

Trustee Since
September
2012

Managing
Director, The
Presidio
Group LLC
(investment
consultant
and
investment
banking)
(since Dec.
1997).

3 None.
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Principal Officers who are not Trustees

Name, Age and Address

Position(s) Held

with Fund

Term of

Office and

Length of

Service

Principal Occupation(s) During

Past Five

Years and Other Relevant

Experience

Michael R.
McFerran (40)

Treasurer and
Chief Financial
Officer

Since
September
2012

Chief Financial Officer,
KKR Asset Management
LLC (2005�present); Chief
Financial Officer
(2010�present) and Chief
Operating Officer
(2008�present), KKR
Financial Holdings LLC.

Annette O�Donnell-
Butner (44)

Chief Compliance
Officer

Since
September
2012

Chief Compliance Officer,
KKR Asset Management
LLC (2009�present);
Deputy Director of
Compliance, Lehman
Brothers (2000 - 2009).

Nicole J. Macarchuk
(44)

Secretary and
Vice President

Since
September
2012

General Counsel, KKR
Asset Management LLC
(2010�present); General
Counsel and Secretary,
KKR Financial Holdings
LLC (2010�present); Co-
General Counsel, Och-Ziff
Capital Management Group
LLC (2005 - 2010).

(1)
�Independent Trustees� are those Trustees who are not �interested persons� (as defined in Section 2(a)(19) of the
1940 Act) of the Fund, and �Interested Trustees� are those Trustees who are �interested persons� of the Fund.
Mr. Sonneborn is an �Interested Trustee� because he is the Chief Executive Officer of the Adviser.
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Shareholder Communications

Shareholders may send communications to the Board. Shareholders should send communications intended for the Board by
addressing the communication directly to the Board (or individual Board members) and/or otherwise clearly indicating in the salutation
that the communication is for the Board (or individual Board members) and by sending the communication to either the Fund�s office
or directly to such Board member(s) at the address specified for such trustee above. Other shareholder communications received by the
Fund not directly addressed and sent to the Board will be reviewed and generally responded to by management, and will be forwarded
to the Board only at management�s discretion based on the matters contained therein.

Trustee Beneficial Ownership of Securities

The following table shows the dollar range of equity securities owned by the Trustees in the Fund and in other investment
companies overseen by the Trustee within the same family of investment companies as of December 31, 2012. Investment companies
are considered to be in the same family if they share the same investment adviser or principal underwriter and hold themselves out to
investors as related companies for purposes of investment and investor services. The information as to ownership of
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securities which appears below is based on statements furnished to the Fund by its Trustees and executive officers.

Name of Trustee

Dollar

Range of

Equity

Securities in

the Fund

Aggregate Dollar

Range of Equity

Securities in All

Registered Investment

Companies Overseen

by Trustee in Family

of Investment

Companies

Interested Trustee
William C. Sonneborn None None
Independent Trustees
Tobin V. Levy None None
Jeffrey L. Zlot None None

None of the Independent Trustees or their family members beneficially owned any class of securities of an investment adviser or
principal underwriter of the Fund, or a person (other than a registered investment company) directly or indirectly controlling, controlled
by or under common control with an investment adviser or principal underwriter of the Fund, as of December 31, 2012.

Board Committees

In addition to serving on the Board, the Trustees will also serve on one or more of the following committees, which have been
established by the Board to handle certain designated responsibilities. The Board has designated a chairperson of each committee. The
Board of Trustees may establish additional committees, change the membership of any committee, fill all vacancies, and designate
alternate members to replace any absent or disqualified member of any committee, or to dissolve any committee as it deems necessary
and in the Fund�s best interest.
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Audit Committee. The members of the Audit Committee are Jeffrey L. Zlot and Tobin V. Levy, each of whom meets the
independence standards established by the SEC for audit committees and is independent for purposes of the 1940 Act. Tobin V. Levy
serves as chairperson of the Audit Committee. The Board has determined that Mr. Levy is an �audit committee financial expert� as that
term is defined under Item 407 of Regulation S-K of the Exchange Act. The Audit Committee operates pursuant to a written charter and
meets periodically as necessary. A copy of the Audit Committee�s charter is available at: www.kkrfunds.kkr.com. The Audit Committee
is responsible for selecting, engaging and discharging the independent accountants, reviewing the plans, scope and results of the audit
engagement with the independent accountants, approving professional services provided by our independent accountants (including
compensation therefore), reviewing the independence of our independent accountants and reviewing the adequacy of our internal
controls over financial reporting.

Nominating Committee. The members of the Nominating Committee are Jeffrey L. Zlot and Tobin V. Levy, each of whom
meets the independence standards established by the SEC for governance committees and is independent for purposes of the 1940 Act.
Jeffrey L. Zlot serves as chairperson of the Nominating Committee. The Nominating Committee operates pursuant to a written charter
and meets periodically as necessary. A copy of the Nominating Committee�s charter is available
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at: www.kkrfunds.kkr.com. The Nominating Committee is responsible for selecting, researching, and nominating trustees for election by
the shareholders, selecting nominees to fill vacancies on the Board or a committee of the Board, developing and recommending to the
Board a set of corporate governance principles and overseeing the evaluation of the Board and Fund management. The Nominating
Committee will consider proposed nominations for trustees by shareholders who have sent nominations (which include the biographical
information and the qualifications of the proposed nominee) to the Chief Executive Officer of the Fund, as the Nominating Committee
deems appropriate.

Between the Fund�s commencement of operations on October 23, 2012 and the fiscal year ended October 31, 2012, neither the
Audit Committee nor the Nominating Committee held meetings.

Experience of Trustees

The Board has concluded, based on each Trustee�s experience, qualifications and attributes that each Board member should serve
as a Trustee. Following is a brief summary of the information that led to and/or supports this conclusion.

Tobin V. Levy, an Independent Trustee, was previously employed by Goldman Sachs & Co. for 13 years where he served as a
Managing Director and Chief Financial Officer of the Hedge Fund Strategies Group. While at Goldman Sachs & Co., Mr. Levy
established and managed Goldman Sachs Bank USA, a $20 billion Goldman Sachs bank subsidiary of which he was Chairman and
Chief Executive Officer. Prior to that, Mr. Levy was employed by Caisse Nationale de Credit Agricole for 10 years in a variety of roles,
including as a Member of the Executive Committee. Earlier in his career, Mr. Levy held management roles at Norwest Bank and First
Pennsylvania Corporation. Before Mr. Levy began his career, he was a First Lieutenant in the U.S. Army from 1968 - 1971. Mr. Levy
currently serves as a Trustee of the Borough of Princeton Housing Authority, as Treasurer and Head of the Investment Committee for
Princeton Public Library and as a Trustee and Head of the Investment Committee for Princeton Day School. Mr. Levy holds a B.S. in
Economics from the University of Pennsylvania and an M.B.A. from Wharton at the University of Pennsylvania.

Mr. Sonneborn, an Interested Trustee, joined KKR in 2008 and is the Chief Executive Officer of the Adviser and KKR Financial
Holdings LLC. He is also a member of KKR�s Management Committee and the Adviser�s Investment Committee. Prior to joining
KKR, Mr. Sonneborn was with The TCW Group, Inc., most recently as President and Chief Operating Officer and CEO of The TCW
Funds, Inc. and a member of the executive committee of Societe Generale Asset Management, S.A. Mr. Sonneborn previously worked
at Goldman, Sachs & Co., in both New York and Hong Kong, where he was predominantly focused on executing mergers and
acquisitions for financial institutions. Mr. Sonneborn graduated with honors and holds a B.S. from Georgetown University.
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Jeffrey L. Zlot, an Independent Trustee, has served as the Managing Director of The Presidio Group LLC, an investment
consultant and banking firm, since 1997. Mr. Zlot was previously the Chief Compliance Officer of Presidio Merchant Partners, LLC, a
wholly-owned subsidiary of The Presidio Group LLC. Mr. Zlot served as Chief Financial Officer of The Presidio Group LLC from 1997
to 2007. Previously, he worked as a Research Analyst at Peter Hart Research Associates. Mr. Zlot also serves as a founding member of
the Business Leadership Council of Jewish Community Federation of San Francisco. Mr. Zlot received his B.A. in Government from
Colby College and is a Certified Financial Planner.
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Board Leadership Structure

The Board is currently composed of three Trustees, two of whom are Independent Trustees. The Fund�s business and affairs are
managed under the direction of its Board. Among other things, the Board sets broad policies for the Fund and approves the appointment
of the Fund�s Administrator and officers. The role of the Board, and of any individual Trustee, is one of oversight and not of
management of the Fund�s day-to-day affairs.

Under the Fund�s bylaws, the Board may designate one of the Trustees as chair to preside over meetings of the Board and
meetings of shareholders, and to perform such other duties as may be assigned to him or her by the Board. Presently, William C.
Sonneborn serves as Chairman of the Board and is an Interested Trustee by virtue of his employment relationship with the Adviser. The
Board believes that it is in the best interests of Fund shareholders for Mr. Sonneborn to serve as chairman of the Board because of his
significant experience in matters of relevance to the Fund�s business. The Board does not, at the present time, have a lead Independent
Trustee; the Board has determined that the compositions of the Audit Committee and the Nominating Committee are appropriate means
to address any potential conflicts of interest that may arise from the Chairman�s status as an Interested Trustee. In addition, the
Independent Trustees play an active role on the Board. The Independent Trustees compose a majority of the Board and are closely
involved in all material deliberations related to the Fund. The Board believes that, with these practices, each Independent Trustee has an
equal involvement in the actions and oversight role of the Fund�s Board and equal accountability to the Fund and its shareholders. The
Independent Trustees are expected to meet separately in executive session, both with and without the Fund�s chief compliance officer,
as often as necessary to exercise their oversight responsibilities.

The Board believes that its leadership structure is the optimal structure for the Fund at this time. The Board, which will review its
leadership structure periodically as part of its annual self-assessment process, further believes that its structure is presently appropriate
to enable it to exercise its oversight of the Fund.

Board Role in Risk Oversight

The Trustees meet periodically throughout the year to discuss and consider matters concerning the Fund and to oversee the
Fund�s activities, including its investment performance, compliance program and risks associated with its activities. The Board will
oversee the Fund�s business and operations, including certain risk management functions. Risk management is a broad concept
comprising many disparate elements (for example, investment risk, issuer and counterparty risk, compliance risk, operational risk and
business continuity risk). The Board will implement its risk oversight function both as a whole and through its committees. The Board
has adopted, and periodically reviews, policies and procedures designed to address risks associated with the Fund�s activities. In the
course of providing oversight, the Board and its committees will receive reports on the Fund�s activities, including reports regarding the
Fund�s investment portfolio and financial accounting and reporting. The Board will also receive a quarterly report from the Fund�s
chief compliance officer, who reports on the Fund�s compliance with the federal and state securities laws and its internal compliance
policies and procedures as well as those of the Distributor, Administrator and transfer agent. The Audit Committee�s meetings with the
Fund�s independent registered public accounting firm will also contribute to its oversight of certain internal control risks. In addition,
the Board will meet periodically with the officers of the Fund to receive reports regarding the Fund�s operations, including reports on
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certain investment and operational risks, and the Independent Trustees will communicate directly with senior members of Fund
management.

The Board believes that this role in risk oversight is appropriate. The Board believes that the Fund has robust internal processes in
place and a strong internal control environment to identify and manage
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risks. However, not all risks that may affect the Fund can be identified or processes and controls developed to eliminate or mitigate their
occurrence or effects, and some risks are beyond the control of the Fund and the Fund�s service providers.

Compensation

Each trustee who is not an employee of the Adviser is compensated by an annual retainer and meeting fees. The Adviser has
proposed the following compensation structure for the Independent Trustees:

Retainer $ 27,000
In-Person Meeting Fees (total annual fee; assumption of quarterly

meetings) $ 14,000
Telephonic Meeting Fees (total annual fee) $ 2,500
Committee Meeting Fees (total annual fee, excluding Audit

Committee) $ 4,500
Audit Committee Meeting Fee (total annual fee) $ 4,000

As the Fund commenced operations on October 23, 2012, the following is an estimate of compensation to be paid to the Trustees
during the fiscal year ending October 31, 2013:

Compensation(1)

Name of Trustee

Aggregate

Compensation

From the Fund

Total

Compensation

From

Fund and Fund

Complex

Paid to Trustees

Interested Trustee
William C. Sonneborn(2) $ 0 $ 0
Independent Trustees
Tobin V. Levy $ 17,333 $ 52,000
Jeffrey L. Zlot $ 17,333 $ 52,000

(1) Includes all amounts paid for serving as Trustee of the Fund, as well as serving as chairperson of a committee.

(2) Mr. Sonneborn, as an Interested Trustee, is not compensated by the Fund or the Fund Complex for his services.

Codes of Ethics

The Fund and the Adviser have each adopted codes of ethics pursuant to Rule 17j-1 under the 1940 Act that establish procedures
for personal investments and restrict certain personal securities transactions. Personnel subject to these codes may invest in securities for
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their personal investment accounts, including securities that may be purchased or held by the Fund, so long as such investments are
made in accordance with the code�s requirements. The codes of ethics are filed as an exhibit to the registration statement of which this
SAI is a part. You may also read and copy these codes of ethics at the SEC�s Public Reference Room located at 100 F Street, NE,
Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at
202-551-8090. In addition, the code of ethics is available on the EDGAR Database on the SEC�s website at http://www.sec.gov. You
may also obtain copies of each code of ethics, after paying a duplicating fee, by electronic request at the following e-mail address:
publicinfo@sec.gov, or by writing the SEC�s Public Reference Section, 100 F Street, NE, Washington, DC 20549-1520.

Proxy Voting Policies

This policy is designed to ensure that the Fund fulfills the Fund�s obligations and complies with the requirements under the 1940
Act, the Securities Act and the Exchange Act, with respect to proxy voting, disclosure and recordkeeping. This policy is also designed
to ensure that all corporate actions are voted in the best interest of the Fund, to provide disclosure of the Fund�s corporate action voting
record and to ensure that certain documentation is retained.

Pursuant to delegation by the Fund, the Adviser has authority to make proxy and corporate action decisions on behalf of the
Fund. The Adviser�s objective is to ensure that its proxy voting and corporate action activities on behalf of the Fund are conducted in a
manner consistent, under all circumstances, with the best interest of the Fund.

The Adviser�s Proxy Voting Policies are contained in the Adviser�s �Proxy Voting Policies and Procedures as of August 2012�
(the �Proxy Voting Policies�).

The Adviser will have the responsibility of voting proxies and corporate actions that it receives on behalf of the Fund. Proxy
proposals received by the Adviser and designated in the Proxy Voting Policies as �For� or �Against� will be voted by the Adviser in
accordance with the Proxy Voting Policies. Proxy proposals received by the Adviser and designated in the Proxy Voting Policies as
�Case by Case� (or not addressed in the Proxy Voting Policies) and all corporate actions will be reviewed by the Adviser, and voted in
the best interest of the Fund. In accordance with Rule 204-2 of the Advisers Act, with respect to �Case by Case� issues, the Adviser
will document the basis for the Adviser�s voting decisions with the assistance of the analyst who is in charge of the issuer.

Notwithstanding the foregoing, the Adviser may vote a proxy contrary to the Proxy Voting Policies if the Adviser with the
assistance of the analyst who is in charge of the issuer determines that such action is in the best interest of the Fund. In the event that
the Adviser votes contrary to the Proxy Voting Policies, the Adviser with the assistance of the analyst who is in charge of the issuer will
document the basis for the Adviser�s contrary voting decision.
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In addition, the Adviser may choose not to vote proxies or corporate actions in certain situations, such as: (i) where the Fund has
informed the Adviser that it wishes to retain the right to vote the proxy or corporate action; (ii) where the Adviser deems the cost of
voting would exceed any anticipated benefit to the Fund; or (iii) where a proxy or corporate action is received by the Adviser for a
security it no longer manages on behalf of the Fund. The Adviser with the assistance of the analyst who is in charge of the issuer will
document the basis for the Adviser�s decision not to vote.

The Adviser has developed procedures for handling the receipt and voting of the Fund�s proxies and corporate actions.

The Adviser may occasionally be subject to conflicts of interest in the voting of proxies due to business or personal relationships
it maintains with persons having an interest in the outcome of certain votes. The Adviser, its affiliates and/or its employees may also
occasionally have business or personal relationships with the proponents of proxy proposals, participants in proxy contests, corporate
directors and officers or candidates for directorships.
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If at any time, the Adviser becomes aware of an existing or potential conflict of interest relating to a particular proxy proposal, the
Adviser�s Conflicts Committee (�Conflicts Committee�), or its designee, must be notified. Provided the Conflicts Committee has
determined that a conflict or potential for a conflict exists, the proxy must be voted in alignment with the recommendation set forth by
Institutional Shareholder Services, Inc. Appropriate documentation will be maintained by the Conflicts Committee.

In accordance with Rule 204-2, the Adviser will maintain the following records in connection with the Adviser�s proxy voting
policies and procedures:

· a copy of the proxy voting policies and procedures;

· a copy of all proxy statements received regarding securities of the Fund;

· a record of each vote the Adviser casts on behalf of the Fund;

· records of shareholders of the Fund�s requests for proxy voting information, including a copy of each written request for
information on how the Adviser voted proxies on behalf of the Fund, and a copy of any written response by the Adviser
to any Fund shareholder request for information on how the Adviser voted proxies on behalf of a Fund; and

· any documentation prepared by the Adviser that was material to making a decision on how to vote, or that memorialized
the basis for the voting decision.

The Adviser will also maintain similar records in connection with corporate actions.

The foregoing records will be maintained and preserved for a total of seven (7) years, the first two (2) years in the Adviser�s
office.

Changes may be made by the Adviser to the proxy rules as long as such changes are not expected to materially adversely affect
the Fund. Upon a material change, the Fund will be made aware of such material change to the proxy rules and the reasons for the
change.

The Adviser will provide all the information necessary for the Fund to make the required disclosures regarding proxy voting in its
Statement of Additional Information, as well as on SEC Forms N-CSR and N-PX. In addition, information regarding how the Fund�s
proxies and corporate actions were voted by the Adviser will be provided to shareholders of the Fund upon their written request.
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CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES

As of December 31, 2012, KKR Management Holdings L.P., a Delaware limited partnership whose principal office is located at
9 West 57th Street #4200 New York, NY 10019, owned of record and beneficially 98.82% of the outstanding shares of the Fund, and
thus may be deemed to control the Fund. As of December 31, 2012, Trustees and officers owned in the aggregate less than 1% of the
outstanding shares of any class of the Fund.
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As of December 31, 2012, the following shareholders were shown in the Trust�s records as owning more than 5% of any class
of the Fund�s shares. Except as listed below, the Trust does not know of any other person who owns beneficially 5% or more of any
class of the Fund�s shares:

Shareholder Name and Address

Percentage of

Shares

Owned of Record as of

December 31, 2012

Investor Class
Charles Schwab & Co. Inc. Special Custody A/C FBO Customers

Attn: Mutual Funds
101 Montgomery Street
San Francisco, CA 94104

51.36%

KKR Management Holdings LP c/o Kohlberg Kravis Roberts & Co.
9 West 57th Street
New York, NY 10019

47.45%

Institutional Class
KKR Management Holdings LP c/o Kohlberg Kravis Roberts & Co.

9 West 57th Street
New York, NY 10019

91.01%

Charles Schwab & Co. Inc. Special Custody A/C FBO Customers
Attn: Mutual Funds
101 Montgomery Street
San Francisco, CA 94104

8.98%

KKR Class
KKR Management Holdings LP c/o Kohlberg Kravis Roberts & Co.

9 West 57th Street
New York, NY 10019

100.00%
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INVESTMENT ADVISORY AND OTHER SERVICES

Investment Adviser

The Fund�s investment adviser is KKR Asset Management LLC (the �Adviser�). Launched in 2004, the Adviser is a subsidiary
of KKR & Co. L.P. (together with the Adviser and its other subsidiaries, �KKR�), a leading global investment firm with a 36-year
history of leadership, innovation and investment excellence. As of September 30, 2012, KKR had $66.3 billion in assets under
management. The Adviser has not previously managed an open-end mutual fund registered under the 1940 Act.

KKR

KKR operates with a single culture that rewards investment discipline, creativity, determination and patience and the sharing of
information, resources, expertise and best practices across offices and asset classes, subject to well-defined information sharing policies
and compliance procedures. Its investment professionals provide access to an established platform for evaluating investments, managing
risk and focusing on opportunities that seek to generate attractive returns with appropriate levels of risk. This platform allows for
intensive due diligence to filter investment opportunities and help select investments that offer the most favorable risk/reward
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characteristics. The Adviser utilizes a fundamentally-driven investment philosophy which is based on deep credit underwriting and
rigorous financial analysis. Because KKR has deep experience in credit and private equity underwriting, the Adviser�s investment
approach is designed to incorporate valuable characteristics of both. The Adviser will generally invest in a credit once it has undergone
a due diligence analysis and a comprehensive review and discussion with respect to the Adviser�s sourcing advantages, analysis or due
diligence findings.

The Adviser�s investment teams, which are organized by industry, invest across the capital structure with the goal of protecting
capital and achieving attractive risk-adjusted returns. With more than 100 employees, including approximately 60 dedicated investment
professionals located in San Francisco, New York and London, the Adviser�s investment teams seek to leverage KKR�s private equity
experience and extensive industry relationships in making strong investment choices on behalf of its clients.

KKR and the Adviser believe that protecting principal and avoiding capital losses on investments is critical to generating
attractive risk-adjusted returns. Toward that end, the Adviser�s investment process: (i) utilizes proprietary resources and deep industry
knowledge to identify attractive prospective portfolio companies; (ii) involves rigorous due diligence to evaluate the creditworthiness
of, and potential returns from, credit investments; (iii) assesses the viability of potential portfolio companies in a downside scenario and
their ability to repay principal; and (iv) capitalizes on its expertise in structuring fixed-income transactions in evaluating the suitability
of credit obligations for investment by the Fund.

Portfolio Management Team

The following investment professionals are primarily responsible for the day-to-day management and oversight of the Fund:

Erik A. Falk (New York) joined KKR in 2008 and is the co-head of leveraged credit, as well as a member of the Adviser�s
Portfolio Management Committee. Previously, Mr. Falk was a portfolio manager with responsibility across the Adviser�s credit
strategies covering a number of sectors, including industrials, energy, chemicals, business services and structured products. Prior to
joining KKR, Mr. Falk was a Managing Director at Deutsche Bank Securities Inc. where he was most recently global co-head of the
Securitized Products Group. Prior to that, Mr. Falk worked for Credit Suisse First Boston where he was a Director in the Asset Backed
Securities department. Mr. Falk holds a B.S. and M.S. from Stanford University.
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Christopher A. Sheldon (San Francisco) joined KKR in 2004 and is the co-head of leveraged credit, as well as a member of the
Adviser�s Portfolio Management Committee. Previously, Mr. Sheldon was a portfolio manager with responsibility across the Adviser�s
credit strategies covering a number of sectors, including technology, media, cable and telecom. Prior to joining KKR, Mr. Sheldon was a
Vice President and Senior Investment Analyst with Wells Fargo�s High Yield Securities Group. Mr. Sheldon previously worked at
Young & Rubicam Advertising and at SFM Media Corporation in their media-planning department. Mr. Sheldon holds a B.A. from
Denison University.

William C. Sonneborn (San Francisco) joined KKR in 2008 and is the Chief Executive Officer of the Adviser and KKR
Financial Holdings LLC. He is also a member of KKR�s Management Committee and the Adviser�s Investment Committee. Prior to
joining KKR, Mr. Sonneborn was with The TCW Group, Inc., most recently as President and Chief Operating Officer and CEO of The
TCW Funds, Inc. and a member of the executive committee of Societe Generale Asset Management, S.A. Mr. Sonneborn previously
worked at Goldman, Sachs & Co., in both New York and Hong Kong, where he was predominantly focused on executing mergers and
acquisitions for financial institutions. Mr. Sonneborn graduated with honors and holds a B.S. from Georgetown University.

The investment professionals who have day-to-day responsibility for the Fund are supported not only by personnel of the Adviser
but also by having access to KKR�s global platform, including over 400 KKR investment professionals. KKR�s investment
professionals provide access to an established platform for evaluating investments, managing risk and focusing on opportunities and are
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organized in industry-specific teams that conduct their own primary research, develop views on industry themes and trends and
proactively work to identify companies in which to invest. KKR believes the industry-specific team approach allows investment teams
to become experts within their sectors and build strong relationships with companies needing capital, while covering the full corporate
credit space. These investment professionals are also supported by an Investment Committee comprised of senior personnel that
exercises oversight over, and provides insight to, the investment activities of the Fund. Each investment is subject to a comprehensive
review and approval by the Adviser�s Investment Committee. The Adviser will generally invest in a credit once it has undergone a deep
due diligence analysis and its Investment Committee has determined that it believes it has a competitive advantage via its sourcing,
analysis or diligence findings.

Several of the investment professionals that are involved in the investment activities of the Fund are employed by affiliates of the
Adviser, and are �associated persons� of the Adviser under the Investment Advisers Act of 1940, as amended, for purposes of managing
the Fund.

Advisory Agreement

The Fund and the Adviser are parties to an advisory agreement (the �Advisory Agreement�). Under the Advisory Agreement, the
Fund retains the Adviser to manage the investment of the Fund�s assets, including and placing of orders for the purchase and sale of
portfolio securities. The Adviser obtains and evaluates economic, statistical and financial information to formulate strategy and
implement the Fund�s investment objective. The Adviser also furnishes offices, necessary facilities and equipment, renders periodic
reports to the Fund�s Board and permits its officers and employees to
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serve without compensation as trustees or officers of the Fund if elected to such positions. Under the Advisory Agreement, the Adviser
will receive an annual fee, payable monthly, in an amount equal to 0.65% of the Fund�s average daily net assets.

Under the terms of the Advisory Agreement, the Adviser will supervise the investment activities of the Fund; obtain and evaluate
such information and advice relating to the economy, securities, securities markets and commodities markets as it deems necessary or
useful to discharge its duties under the Advisory Agreement; continuously manage the assets of the Fund in a manner consistent with
the investment objective and policies of the Fund; determine the securities to be purchased, sold or otherwise disposed of by the Fund
and the timing of such purchases, sales and dispositions; and shall take such further action, including the placing of purchase and sale
orders on behalf of the Fund, as the Adviser shall deem necessary or appropriate. The Adviser will also furnish to or place at the
disposal of the Fund such of the information, evaluations, analyses and opinions formulated or obtained by the Adviser in the discharge
of its duties as the Fund may, from time to time, reasonably request.

The Fund will pay all of its other expenses, including, but not limited to, interest charges, taxes, brokerage fees and commissions;
expenses of pricing Trust portfolio securities; expenses of sale, addition and reduction of shares; insurance premiums; applicable fees,
interest charges and expenses of third parties, including the Trust�s investment advisers, managers, administrators, distributors,
custodians, transfer agents, shareholder servicing agents and fund accountants; fees of pricing, interest, dividend, credit and other
reporting services; costs of membership in trade associations; telecommunications expenses; funds transmission expenses; auditing,
legal and compliance expenses; costs of forming the Trust and the Fund and maintaining its existence; costs of preparing and printing
the prospectuses, statements of additional information and shareholder reports of the Trust and the Fund and delivering them to
shareholders; expenses of meetings of shareholders and proxy solicitations therefor; costs of maintaining books and accounts; costs of
reproduction, stationery and supplies; fees and expenses of the Trustees; compensation of the Trust�s officers and employees and costs
of other personnel performing services for the Trust or the Fund; costs of Trustee meetings; Commission registration fees and related
expenses; registration fees and related expenses under state or foreign securities or other laws; and for such non-recurring items as may
arise, including litigation to which the Trust or the Fund (or a Trustee or officer of the Trust acting as such) is a party, and for all losses
and liabilities by them incurred in administering the Trust.
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The Fund�s Adviser, has contractually agreed to forego an amount of its monthly advisory fee and pay, absorb or reimburse the
Fund so that Total Annual Fund Operating Expenses After Expense Reimbursement do not exceed 1.45%, 1.30% and 1.20% of the
average daily net assets of the Investor Class, Institutional Class and KKR Class, respectively, (excluding interest, taxes, brokerage
commissions, dividend expenses, expenses incurred indirectly by the Fund as a result of investments in other investment companies and
pooled investment vehicles, extraordinary expenses and certain other Fund expenses) at least until March 1, 2014. Under the Expense
Cap Agreement, the Adviser may recoup such reimbursements in future periods, not exceeding three years, provided that such
recoupment does not cause the Fund�s Total Annual Fund Operating Expenses After Expense Reimbursement plus recoupment to
exceed 1.45%, 1.30% and 1.20% of the average daily net assets of the Investor Class, Institutional Class and KKR Class, respectively,
for the fiscal year.

Under the Advisory Agreement, the Adviser is permitted to provide investment advisory services to other clients. Conversely,
information furnished by others to the Adviser in the course of providing services to clients other than the Fund may be useful to the
Adviser in providing services to the Fund.

The Advisory Agreement will continue for an initial term of two years and may be continued thereafter from year to year
provided such continuance is specifically approved at least annually by (i) a vote of a majority of those members of the Board who are
not �interested persons� of the Adviser or the Fund, cast in person at a meeting called for the purpose of voting on such approval and
(ii) by a vote of either the Fund�s Board or a majority of the Fund�s outstanding voting securities. The Advisory
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Agreement may be terminated at any time without payment of penalty by the Fund or by the Adviser upon 60 days� written notice. The
Advisory Agreement will automatically terminate in the event of its assignment, as defined under the 1940 Act.

The Advisory Agreement provides that the Adviser will not be liable for any act or omission, error of judgment or mistake of law,
or for any loss suffered by the Fund in connection with matters to which the Advisory Agreement relates, except for a loss resulting
from willful misfeasance, bad faith or gross negligence on the part of the Adviser in the performance of its duties, or from reckless
disregard by it of its obligations and duties under the Advisory Agreement. Trustees, officers and persons controlling the Trust will not
be indemnified for liabilities arising under the Securities Act.

The following table shows the fees earned (or accrued) by the Adviser and the portion of those fees waived by the Adviser for the
fiscal year ended October 31, 2012.

Contractual Advisory Fees

Earned(1)

Fees Waived by the

Adviser(1)(2) Total Fees Paid to the Adviser(1)

$ 14,486 $ 14,486 $ 0

(1) Represents the period between October 23, 2012 (commencement of operations) and October 31, 2012.

(2) For the fiscal year ended October 31, 2012 the Adviser additionally reimbursed the Fund for fees of $51,912, to maintain the stated
expense cap under its contractual expense limitation agreement with the Fund.

Administrator

SEI Investments Global Funds Services (the �Administrator�), located at One Freedom Valley Drive, Oaks, PA 19456, serves as
administrator to the Fund. Under the administration agreement, SEI is responsible for calculating the NAV of the Fund�s shares and
generally managing the administrative affairs of the Fund.

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


The Administrator is entitled to receive a monthly fee at the annual rate of 0.045% of the average daily value of the Fund�s net
assets on the first $500 million in aggregate net assets and at the annual rate of 0.035% of the average daily value of the Fund�s
aggregate net assets in excess of $500 million.

The following table shows the fees earned (or accrued) by the Administrator and the portion of those fees waived by the
Administrator for the fiscal year ended October 31, 2012.

Contractual Fees Earned(1)

Fees Waived by the

Administrator(1) Total Fees Paid(1)

$ 1,630 $ 0 $ 1,630

(1) Represents the period between October 23, 2012 (commencement of operations) and October 31, 2012.

Custodian, Dividend Paying Agent, Transfer Agent and Registrar

Citibank N.A. will serve as Custodian for the Fund. The Custodian will hold cash, securities, and other assets of the Fund as
required by the 1940 Act and also provides certain Fund accounting services. Custody and accounting fees are payable monthly based
on assets held in custody, investment purchases and sales activity and other factors, plus reimbursement for certain out of pocket
expenses. The principal business address of the custodian is 388 Greenwich Street, New York, NY 10013. DST Systems, Inc. will act as
the Fund�s dividend paying agent, transfer agent and the registrar for the Fund�s shares. The principal address of the dividend paying
agent, transfer agent and the registrar for the Fund�s shares is 430 West 7th Street, Kansas City, MO 64105.

Distribution (12b-1) and Shareholder Service Plans

The Fund has adopted a Distribution and Service Plan pursuant to Rule 12b-1 under the 1940 Act (the �12b-1 Plan�), applicable
to Investor Class shares, and a separate Shareholder Servicing Plan applicable to Institutional Class shares.

The 12b-1 Plan allows the Fund to pay fees to cover sales, marketing, and promotional expenses of Investor Class shares, as well
as related ancillary services such as account maintenance and customer service to Investor Class shareholders. The 12b-1 Plan permits
the Fund to pay a distribution (12b-1) fee at an annual rate of 0.25% of net assets attributable to Investor Class shares.

The Shareholder Servicing Plan allows the Fund to pay a fee for assistance in connection with shareholder services such as
account maintenance and customer service to Institutional Class shareholders. The Shareholder Servicing Plan permits the Fund to pay
shareholder service fees at an annual rate of up to 0.10% of net assets attributable to Institutional Class shares to cover the costs of such
services.

Both the 12b-1 Plan fees and Shareholder Servicing Plan fees are subject to the approval of the Board. Because these fees, as
applicable, are deducted from the net assets of Investor Class and Institutional Class shares, respectively, on an ongoing basis, they have
the effect of increasing the cost of your investment the longer you hold it.

The Fund did not pay any fees under the 12b-1 Plan and the Shareholder Servicing Plan during the fiscal year ended October 31,
2012.
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PORTFOLIO MANAGERS
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Other Accounts Managed by the Portfolio Managers

The portfolio managers primarily responsible for the day-to-day management of the Fund also manage other registered
investment companies, other pooled investment vehicles and other accounts, as indicated below. The following table identifies, as of
September 30, 2012: (i) the number of other registered investment companies, pooled investment vehicles and other accounts managed
by the portfolio manager; and (ii) the total assets of such companies, vehicles and accounts, and the number and total assets of such
companies, vehicles and accounts with respect to which the advisory fee is based on performance.

Erik A. Falk

Number of

Accounts

Assets of

Accounts

Number of

Accounts

Subject to a

Performance

Fee

Assets

Subject to a

Performance

Fee

Registered Investment
Companies � $ � � $ �

Pooled Investment Vehicles
Other Than Registered
Investment Companies 6 $ 629,600,000 1 $ 295,600,000

Other Accounts 15 $11,882,600,000 4 $1,968,200,000

Christopher A. Sheldon

Number of

Accounts

Assets of

Accounts

Number of

Accounts

Subject to a

Performance

Fee

Assets

Subject to a

Performance

Fee

Registered Investment
Companies � $ � � $ �

Pooled Investment Vehicles
Other Than Registered
Investment Companies 6 $ 629,600,000 1 $ 295,600,000

Other Accounts 15 $11,882,600,000 4 $1,968,200,000
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William C. Sonneborn

Number of

Accounts

Assets of

Accounts

Number of

Accounts

Subject to a

Performance

Fee

Assets

Subject to a

Performance

Fee

Registered Investment
Companies � $ � � $ �

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Pooled Investment
Vehicles Other Than
Registered Investment
Companies 9 $ 2,042,100,000 4 $ 1,708,100,000

Other Accounts 20 $ 14,465,600,000 6 $ 3,762,200,000

Portfolio Manager Compensation

Consistent with KKR�s global, integrated culture, KKR has one firm-wide compensation and incentive structure based on a
global profit and loss statement, which covers each of the portfolio managers. KKR�s compensation structure is designed to align the
interests of the investment personnel serving the Fund with those of the Fund�s shareholders and to give everyone a direct financial
incentive to ensure that all of KKR�s resources, knowledge and relationships around the world are utilized to maximize risk-adjusted
returns for each strategy.

Each of KKR�s senior executives, including each of the portfolio managers responsible for the day-to-day management of the
Fund, receives a base salary and is eligible for a cash bonus and equity compensation, as well as additional incentives including �dollars
at work� in KKR fund investments (other than the Fund) and equity compensation. The cash bonus, equity compensation and �dollars at
work� are discretionary, and �dollars at work� and equity awards are typically subject to a vesting period of several years.

All final compensation and other longer-term incentive award decisions are made by the KKR Management Committee based on
input from managers. Compensation and other incentives are not formulaic, but rather are judgment and merit driven, and are
determined based on a combination of overall firm performance, individual contribution and performance, business unit performance,
and relevant market and competitive compensation practices for other businesses and the individual roles/responsibilities within each of
the businesses.

Securities Ownership of Portfolio Managers

As of the fiscal year ended October 31, 2012, the portfolio managers did not beneficially own any shares of the Fund.

CONFLICTS OF INTEREST

The Adviser will experience conflicts of interest in connection with the management of the Fund, including, but not limited to,
the following:

· The directors, officers and other personnel of the Adviser allocate their time between the Fund and other investment and
business activities in which they may be involved. The Adviser intends to devote such time as shall be necessary to conduct
the Fund�s business affairs in an appropriate manner. However, the Adviser will continue to devote the resources necessary
to managing its other investment and business activities.

· The Adviser may compete with certain of its affiliates, including other entities it manages, for investments for the Fund,
subjecting the Adviser to certain conflicts of interest in evaluating the suitability of investment opportunities and making or
recommending acquisitions on the Fund�s behalf. The Adviser will receive advisory and other fees from the other entities it
manages, and due to fee-offset provisions contained in the management agreements for such entities, the fees
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may not be proportionate to such entities� investment accounts for any given transaction and the Adviser may have an
incentive to favor entities from which it receives higher fees. The Adviser intends to allocate such investment opportunities
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in a manner that it deems appropriate taking into account factors such as investment objectives, available capital, applicable
concentration limits, minimum investment rights and other investment restrictions, portfolio diversification, the potential
dilutive effect of a new investment on an existing investment, the overall risk profile of a portfolio and other considerations
deemed relevant by the Adviser. The outcome of this determination may result in the allocation of all or none of an
investment opportunity to the Fund. In addition, subject to applicable law, affiliates of the Adviser may invest in one of the
Fund�s portfolio companies and hold a different class of securities than the Fund. To the extent that an affiliate of the
Adviser holds a different class of securities than the Fund, its interests may not be aligned with the Fund�s.
Notwithstanding the foregoing, the Adviser will act in the best interest of the Fund in accordance with its fiduciary duty to
the Fund.

· The compensation payable by the Fund to the Adviser will be approved by the Board consistent with the exercise of the
requisite standard of care applicable to trustees under state law. Such compensation is payable, in most cases, regardless of
the quality of the assets acquired, the services provided to the Fund or whether the Fund makes distributions to
Shareholders.

· The Adviser and its affiliates may provide a broad range of financial services to companies in which the Fund invests, in
compliance with applicable law, and will generally be paid fees for such services. In addition, affiliates of the Adviser may
act as an underwriter or placement agent in connection with an offering of securities by one of the companies in the Fund�s
portfolio. Any compensation received by the Adviser and its affiliates for providing these services will not be shared with
the Fund and may be received before the Fund realizes a return on its investment. The Adviser may face conflicts of interest
with respect to services performed for these companies, on the one hand, and investments recommended to the Fund, on the
other hand.

· From time to time, to the extent consistent with the 1940 Act and the rules and regulations promulgated thereunder, or with
exemptive relief the Fund may receive from the SEC, if any, the Fund and other clients for which the Adviser provides
investment management services or carries on investment activities (including, among others, clients that are employee
benefit plans subject to ERISA and related regulations) may make investments at different levels of an investment entity�s
capital structure or otherwise in different classes of an issuer�s securities. These investments may inherently give rise to
conflicts of interest or perceived conflicts of interest between or among the various classes of securities that may be held by
the Fund and such other clients, including in the case of financial distress of the investment entity.

· The Adviser and its affiliates are not restricted from forming additional investment funds, from entering into other
investment advisory relationships, (including, among others, relationships with clients that are employee benefit plans
subject to ERISA and related regulations), or from engaging in other business activities, even though such activities may be
in competition with the Fund and/or may involve substantial time and resources of the Adviser. For example, the Adviser
may invest, on behalf of an affiliated fund, in a company that is a competitor of one of the Fund�s portfolio companies or
that is a service provider, supplier, customer or other counterparty with respect to one of the Fund�s portfolio companies.
The Adviser will provide advice and recommendations to any such companies without regard to the Fund�s interests. In
addition, the Adviser�s ability to effectively implement the Fund�s investment strategies may be limited to the extent that
contractual obligations relating to these permitted activities restrict the Adviser�s ability to engage in transactions that they
may otherwise be interested in pursuing. Affiliates of the Adviser, whose primary business includes the origination of
investments, engage in investment advisory business with accounts that compete with the Fund.
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· The Adviser and its affiliates may give advice and recommend securities to other clients which may differ from, or be
contrary to, advice given to, or securities recommended or bought for, the Fund even though their investment objectives
may be similar to the Fund�s.
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· To the extent not restricted by confidentiality requirements or applicable law, the Adviser may apply experience and
information gained in providing services to the Fund�s portfolio companies in providing services to competing companies
invested in by affiliates� other clients.

· As a registered investment company, the Fund may be limited in its ability to invest in any investment in which an
affiliates� other client has an investment. The Fund may also be limited in its ability to co-invest with the Adviser or one or
more of its affiliates. Some of these co-investments would only be permitted pursuant to an exemptive order from the SEC.

· The nature of the Adviser�s businesses and the participation by its employees in creditors� committees, steering
committees, or boards of directors of portfolio companies, may result in the Adviser receiving material non-public
information from time to time with respect to companies or otherwise becoming an �insider� with respect to such
companies. The possession of �inside information� or �insider� status with respect to an investment or potential investment
by the Adviser or its personnel may restrict the Adviser�s ability to enter into or exit from potentially profitable investments
for the Fund which could have an adverse effect on the Fund�s results of operations.

· The Fund depends to a significant extent on the Adviser�s access to the investment professionals and senior management of
KKR and the information and deal flow generated by the KKR investment professionals and senior management during the
normal course of their investment and portfolio management activities. The senior management and the investment
professionals of the Adviser source, evaluate, analyze and monitor our investments. The Fund�s future success will depend
on the continued service of the senior management team and investment professionals of the Adviser.

· The Adviser�s relationship with other advisory clients and with KKR could create a conflict of interest to the extent the
Adviser becomes aware of inside information concerning investments or potential investment targets. The Fund and the
Adviser have implemented compliance procedures and practices, including information-sharing policies and procedures,
that are designed to ensure that inside information is not used for making investment decisions on the Fund�s behalf. The
Fund cannot assure its investors, however, that these procedures and practices will be effective. Although the Fund plans to
utilize KKR�s global network of resources, due diligence skills, intellectual capital and experience in investing, KKR�s
information-sharing policies and procedures, as well as certain legal and contractual constraints, could significantly limit
the Fund�s ability to do so. For example, from time to time KKR�s private equity professionals may be in possession of
material non-public information with respect to the Fund�s investments, and as a result, such professionals will be restricted
by KKR�s information-sharing policies and procedures or by law or contract from sharing such information with the
management team of the Fund, even where the disclosure of such information would be in the best interests of the Fund or
would otherwise influence decisions taken by the members of the management team with respect to that investment. In
addition, this conflict and these procedures and practices may limit the freedom of the Adviser to enter into or exit from
potentially profitable investments for the Fund which could have an adverse effect on the Fund�s results of operations.
Conversely, the Adviser may pursue investments for the Fund without obtaining access to confidential information
otherwise in its or KKR�s possession, which information, if reviewed, might otherwise impact the Adviser�s judgment with
respect to such investments. Accordingly, the investment activities of KKR�s other businesses may differ from, or be
inconsistent with, the activities that are undertaken for the Fund, and there can be no
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assurance that the Fund will be able to fully leverage the resources and industry expertise of KKR�s other businesses.
Additionally, there may be circumstances in which one or more individuals associated with KKR will be precluded from
providing services to the Fund because of certain confidential information available to those individuals or to other parts of
KKR.
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· The 1940 Act limits the Fund�s ability to invest in, or hold securities of, companies that are controlled by funds managed
by KKR. Any such investments could also create conflicts of interest between the Fund, the Adviser and KKR. The Adviser
may also have, or enter into, advisory relationships with other advisory clients (including, among others, employee benefit
plans subject to ERISA and related regulations) that could lead to circumstances in which a conflict of interest between the
Adviser�s advisory clients could exist or develop. In addition, to the extent that another client of the Adviser or KKR holds
a different class of securities than the Fund, the interests of such client and the Fund may not be aligned. As a result of these
conflicts and restrictions, the Adviser may be unable to implement the Fund�s investment strategies as effectively as it
could have in the absence of such conflicts or restrictions. In order to avoid these conflicts and restrictions, the Adviser may
choose to exit these investments prematurely and, as a result, the Fund would forgo any future positive returns associated
with such investments.

· The 1940 Act prohibits the Fund from participating in certain transactions with certain of its affiliates including an Adviser-
affiliated broker-dealer. The Fund generally will be prohibited, for example, from buying or selling any securities from or to
another client of the Adviser or of KKR. The 1940 Act also prohibits certain �joint� transactions with certain of the Fund�s
affiliates, which in certain circumstances could include investments in the same portfolio company (whether at the same or
different times to the extent the transaction involves jointness) or transactions in which a broker-dealer affiliated with the
Adviser participates as principal with the Fund. If a person acquires more than 25% of the Fund�s voting securities, the
Fund will be prohibited from buying or selling any security from or to such person or certain of that person�s affiliates, or
entering into prohibited joint transactions with such persons. Similar restrictions limit the Fund�s ability to transact
business with its officers or trustees or their affiliates. The SEC has interpreted the 1940 Act rules governing transactions
with affiliates to prohibit certain �joint transactions� involving entities that share a common investment adviser. As a result
of these restrictions, the scope of investment opportunities that would otherwise be available to the Fund may be limited.

· The 1940 Act imposes significant limits on co-investment with affiliates of the Fund, and the Fund generally will not be
permitted to co-invest alongside its affiliates in privately negotiated transactions unless the Fund obtains an exemptive order
from the SEC or the transaction is otherwise permitted under existing regulatory guidance, such as transactions where price
is the only negotiated term, and will not participate in transactions where other terms are negotiable. This reduces the
amount of transactions in which the Fund can participate and makes it more difficult for the Fund to implement its
investment objective.

· KKR, for its own account, may enter into real estate related transactions with Fund portfolio companies. Such transactions
may include, for example, buying or selling real estate assets, acquiring or entering into leasing arrangements or amending
such arrangements, or transferring options or rights of first refusal to acquire real estate assets. Such transactions, which do
not involve securities, are not governed by restrictions on principal transactions and cross transactions but are subject to
specific policies and procedures established by KKR to manage related conflicts.
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BROKERAGE ALLOCATION AND OTHER PRACTICES

Portfolio Transactions and Brokerage Allocation

The Adviser has responsibility for decisions to buy and sell securities and other instruments for the Fund, the selection of brokers
and dealers to effect the transactions and the negotiation of prices and any brokerage commissions on such transactions. While the
Adviser will be primarily responsible for the placement of the Fund�s portfolio business, the policies and practices in this regard are
subject to review by the Board.
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As most transactions made by the Fund are principal transactions at net prices, the Fund generally incurs little or no brokerage
costs. The portfolio securities in which the Fund invests are normally purchased directly from the issuer or in the OTC market from an
underwriter or market maker for the securities. Purchases from underwriters of portfolio securities include a commission or concession
paid by the issuer to the underwriter and purchases from dealers serving as market makers include a spread or markup to the dealer
between the bid and asked price. Sales to dealers are effected at bid prices.

With respect to interests in senior loans, the Fund generally will engage in privately negotiated transactions for purchase or sale in
which the Adviser will negotiate on behalf of the Fund (although a more developed market may exist for certain senior loans). The Fund
may be required to pay fees, or give up a portion of interest and any fees payable to the Fund, to the lender selling participations or
assignments to the Fund. The Adviser will determine the lenders from whom the Fund will purchase assignments and participations by
considering their professional ability, level of service, relationship with the Borrower, financial condition, credit standards and quality of
management. The illiquidity of many senior loans may restrict the ability of the Adviser to locate in a timely manner persons willing to
purchase the Fund�s interests in senior loans at a fair price should the Fund desire to sell such interests. See �Principal Risks of
Investing in the Fund�Loan Risk� in the Prospectus. Affiliates of the Adviser may participate in the primary and secondary market for
senior loans. Because of certain limitations imposed by the 1940 Act, this may restrict the Fund�s ability to acquire some senior loans.
The Adviser does not believe that this will have a material effect on the Fund�s ability to acquire senior loans consistent with its
investment policies.

The Fund may also purchase certain money market instruments directly from an issuer, in which case no commissions or
discounts are paid (although the Fund may indirectly bear fees and expenses of any money market funds in which it invests), or may
purchase and sell listed securities on an exchange, which are effected through brokers who charge a commission for their services.

In effecting securities transactions, the Adviser will seek to obtain the best execution of orders. Commission rates are a
component of price and are considered along with other relevant factors. In determining the broker or dealer to be used and the
commission rates to be paid, the Adviser will consider the utility and reliability of brokerage services, including execution capability
and performance, financial responsibility, investment information, market insights, other research provided by such brokers, and access
to analysts, management and idea generation. Accordingly, the commissions charged by any such broker may be greater than the
amount another firm might charge if the Adviser determines in good faith that the amount of such commissions is reasonable in relation
to the value of the brokerage services and research information provided by such brokers. Consistent with the requirements of best
execution, brokerage commissions on accounts may be directed to brokers in recognition of investment research and information
furnished as well as for services rendered in execution of orders by such brokers. By allocating transactions in this manner, the Adviser
may be able to supplement its research and analysis with the views and information of brokerage firms. The Adviser may also allocate a
portion of its brokerage business to firms whose employees participate as brokers in the introduction of investors to the Adviser or who
agree to bear the expense of capital introduction, marketing or related services by third parties. Eligible research or brokerage services
provided by brokers through which portfolio transactions for the Adviser are executed may include research reports
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on particular industries and companies, economic surveys and analyses, recommendations as to specific securities, online quotations,
news and research services, financial publications and other products and services ( e.g. , software based applications for market quotes
and news, database programs providing investment and industry data) providing lawful and appropriate assistance to the portfolio
managers and their designees in the performance of their investment decision-making responsibilities on behalf of the Adviser and other
accounts which their affiliates manage (collectively, �Soft Dollar Items�). The Adviser and its affiliates generally use such products and
services (if any) for the benefit of all of their accounts. Soft Dollar Items may be provided directly by brokers, by third parties at the
direction of brokers or purchased on behalf of the Fund and its affiliates with credits or rebates provided by brokers. Any Soft Dollar
Items obtained in connection with portfolio transactions for the Fund are intended to fall within the �safe harbor� of Section 28(e) of the
Exchange Act. As noted above, because most of the Fund�s transactions will likely be principal transactions, the Fund will likely not
incur significant brokerage commissions (although it will be subject to mark-ups and mark-downs imposed by dealers).
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Section 28(e) generally only applies with respect to brokerage commissions; as such, the Fund may not benefit from any significant
amount of Soft Dollar Items.

The Adviser may also place portfolio transactions, to the extent permitted by law, with brokerage firms affiliated with the Fund or
the Adviser if they reasonably believe that the quality of execution and the commission are comparable to those available from other
qualified firms. Similarly, to the extent permitted by law and subject to the same considerations on quality of execution and comparable
commission rates, the Adviser may direct an executing broker to pay a portion or all of any commissions, concessions or discounts to a
firm supplying research or other services.

The Adviser may place portfolio transactions at or about the same time for other advisory accounts, including other investment
companies. The Adviser will seek to allocate portfolio transactions equitably whenever concurrent decisions are made to purchase or
sell securities for the Fund and another advisory account. In some cases, this procedure could have an adverse effect on the price or the
amount of securities available to the Fund. In making such allocations among the Fund and other advisory accounts, the main factors
considered by the Adviser are the respective sizes of the Fund and other advisory accounts, the respective investment objectives, the
relative size of portfolio holdings of the same or comparable securities, the availability of cash for investment, the size of investment
commitments generally held and opinions of the persons responsible for recommending the investment.

The placing and execution of orders for the Fund also is subject to restrictions under U.S. securities laws, including certain
prohibitions against trading among the Fund and its affiliates (including the Adviser or its affiliates). Certain broker-dealers, through
which the Fund may effect securities transactions, may be affiliated persons (as defined in the 1940 Act) of the Fund or affiliated
persons of such affiliates. The Board has adopted certain policies incorporating the standards of Rule 17e-1 issued by the SEC under the
1940 Act which require that the commissions paid to affiliates of the Fund be reasonable and fair compared to the commissions, fees or
other remuneration received or to be received by other brokers in connection with comparable transactions involving similar securities
during a comparable period of time. The rule and procedures also contain review requirements and require the Adviser to furnish reports
to the trustees and to maintain records in connection with such reviews. In addition, the Fund may purchase securities in a placement for
which affiliates of the Adviser have acted as agent to or for issuers, consistent with applicable rules adopted by the SEC or regulatory
authorization, if necessary. The Fund will not purchase securities from or sell securities to any affiliate of the Adviser acting as
principal. The Adviser is prohibited from directing brokerage transactions on the basis of the referral of clients or the sale of shares of
advised investment companies.

The Fund did not pay any brokerage commissions between the commencement of operations on October 23, 2012 and the fiscal
year ended October 31, 2012.

The Fund did not acquire securities of its regular brokers or dealers as defined in Rule 10b-1 under the 1940 Act during the fiscal
year ended October 31, 2012.
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SHARES OF THE FUND

All shares of the Fund when duly issued will be fully paid and non-assessable. Except as otherwise described in the Prospectus,
shares have no preemptive, subscription or conversion rights and are freely transferable. The Trust currently consists of one series. The
shareholders of the Fund have one vote for each share held on matters on which all shares of the Trust shall be entitled to vote. Each
class will vote separately on matters affecting only that class or as otherwise required by law. The Trustees are authorized to classify or
re-classify and issue any unissued shares to any number of additional series without shareholder approval. Accordingly, the Trustees in
the future, for reasons such as the desire to establish one or more additional funds with different objectives, policies, risk considerations
or restrictions, may create additional series or classes of shares. Any issuance of shares of such additional series would be governed by
the 1940 Act and the laws of the state of Delaware.
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Shares of the Fund have equal non-cumulative voting rights which means that the holders of more than 50% of the shares voting
for the election of Trustees can elect 100% of the Trustees if they choose to do so, and, in such event, the holders of the remaining less
than 50% of the shares voting for the election of Trustees will not be able to elect any person or persons to the Board. The shares of the
Fund also have equal rights with respect to dividends, assets and liquidation of the Fund and are subject to any preferences, rights or
privileges of any classes of shares of the Fund. The Trust is not required to and has no current intention of holding annual shareholder
meetings, although special meetings may be called for purposes requiring shareholder approval, such as changing fundamental
investment policies or upon the written request of a majority of the shares of the Fund entitled to vote at such meeting.
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PRICING OF SHARES

NAV

The NAV of the Fund is calculated on each day that the New York Stock Exchange (�NYSE�) is open as of the close of regular
trading, normally 4:00 p.m., Eastern time. Your order will be priced at the next NAV calculated following receipt of your transaction in
good order by the transfer agent or your broker-dealer or other financial intermediary. For a transaction to be considered in �good
order,� all required information must be provided, required authorized signatures must be included, and payment must be in a form
acceptable as per the �Purchase of Fund Shares� section of this Prospectus. Your order will be deemed to be received before the close of
trading if the order was received before that time by the transfer agent or by certain broker-dealers or financial intermediaries.

The NAV of the Fund is equal to its total assets less its total liabilities as of the relevant valuation date. The Fund calculates NAV
per Share by subtracting liabilities from the total assets of the Fund and dividing the result by the total number of outstanding Shares of
the Fund. The Fund�s assets and liabilities are valued in accordance with the principles set forth herein. Under certain circumstances,
the per share NAV of a class of the Fund�s shares may be different from the per share NAV of another class of shares as a result of the
different daily expense accruals applicable to each class of shares. Generally, when the Fund pays income dividends, those dividends are
expected to differ over time by approximately the amount of the expense accrual differential between the classes.

For purposes of calculating NAV, portfolio securities and other assets for which market quotes are readily available are valued at
market value. Market value is generally determined on the basis of last reported sales prices, or if no sales are reported, based on quotes
obtained from a quotation reporting system, established market makers, or pricing services. Securities and other assets for which market
quotes are not readily available are valued at fair value as determined in good faith by the Board or persons acting at their direction. The
Board has adopted methods for valuing securities and other assets in circumstances where market quotes are not readily available, and
has delegated the responsibility for applying the valuation methods to the Adviser. When the Fund uses fair value pricing to determine
its NAV, securities will not be priced on the basis of quotes from the primary market in which they are traded, but rather may be priced
by another method that the Board or persons acting at their direction believe accurately reflects fair value. Fair value pricing may
require subjective determinations about the value of a security.

Certain short-term securities with maturities of 60 days or less are generally valued based on amortized cost, which the Fund�s
Board has determined constitutes fair value. With respect to any portion of the Fund�s assets that are invested in one or more open-end
management investment companies, the Fund�s NAV will be calculated based upon the NAVs of such investments.

Domestic and foreign fixed-income securities and non-exchange traded derivatives are normally valued on the basis of quotes
obtained from brokers and dealers or pricing services using data reflecting the earlier closing of the principal markets for those
securities. Senior secured adjustable, variable or floating rate loans for which an active secondary market exists to a reliable degree will
be valued at the bid price in the market for such loans, as provided by a loan pricing service. Prices obtained from independent pricing
services use information provided by market makers or estimates of market values obtained from yield data relating to investments or
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securities with similar characteristics. Exchange traded options, futures and options on futures are valued at the settlement price
determined by the relevant exchange.

The Fund will normally use pricing data for domestic equity securities received shortly after the close of the primary securities
exchange on which such securities trade and do not normally take into account trading, clearances or settlements that take place after the
close of the exchange. A foreign equity security traded on a foreign exchange or on more than one exchange is typically valued using
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pricing information from the exchange considered by the Adviser to be the primary exchange. A foreign equity security will be valued
as of the close of trading on the foreign exchange, or the close of the NYSE, if the close of the NYSE occurs before the end of trading
on the foreign exchange.

If events materially affecting the price of foreign portfolio securities occur between the time when their price was last determined
on such foreign securities exchange or market and the time when the Fund�s NAV was last calculated (for example, movements in
certain U.S. securities indices which demonstrate strong correlation to movements in certain foreign securities markets), such securities
may be valued at their fair value as determined in good faith in accordance with procedures established by the Board. For purposes of
calculating NAV, all assets and liabilities initially expressed in foreign currencies will be converted into U.S. dollars at prevailing
exchange rates as may be determined in good faith by, or under the supervision of, the Board. While the Fund�s policy is intended to
result in a calculation of the Fund�s NAV that fairly reflects security values as of the time of pricing, the Fund cannot ensure that fair
values determined by the Board or persons acting at their direction would accurately reflect the price that the Fund could obtain for a
security if it were to dispose of that security as of the time of pricing (for instances, in a forced or distressed sale). The prices used by
the Fund may differ from the value that would be realized if the securities were sold.
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TAX MATTERS

The following is a description of the material U.S. federal income tax considerations affecting the Fund and the material U.S.
federal income tax consequences of owning and disposing of Fund shares. The discussion below provides general tax information
related to an investment in Fund shares, but this discussion does not purport to be a complete description of the U.S. federal income tax
consequences of an investment in the Fund. It is based on the Internal Revenue Code of 1986, as amended (the �Code�) and Treasury
regulations thereunder and administrative pronouncements, all as of the date hereof, any of which is subject to change, possibly with
retroactive effect. In addition, it does not describe all of the tax consequences that may be relevant in light of a shareholder�s particular
circumstances, including alternative minimum tax consequences and tax consequences applicable to shareholders subject to special tax
rules, such as certain financial institutions; dealers or traders in securities who use a mark-to-market method of tax accounting; persons
holding shares as part of a hedging transaction, wash sale, conversion transaction or integrated transaction or persons entering into a
constructive sale with respect to the shares; entities classified as partnerships for U.S. federal income tax purposes; or tax-exempt
entities, including �individual retirement accounts� or �Roth IRAs.� Unless otherwise noted, the following discussion only applies to a
shareholder that holds shares as a capital asset and is a U.S. holder. A �U.S. holder� is a holder who, for U.S. federal income tax
purposes, is a beneficial owner of shares and is (i) an individual who is a citizen or resident of the United States; (ii) a corporation, or
other entity taxable as a corporation, created or organized in or under the laws of the United States, any state therein or the District of
Columbia; (iii) an estate the income of which is subject to U.S. federal income taxation regardless of its source; or (iv) a trust if it (x) is
subject to the primary supervision of a court within the United States and one or more U.S. persons have the authority to control all
substantial decisions of the trust or (y) has a valid election in effect under applicable United States Treasury regulations to be treated as
a U.S. person. Tax laws are complex and often change, and shareholders should consult their tax advisors about the U.S. federal, state,
local or non-U.S. tax consequences of an investment in the Fund in their particular circumstances.
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The Fund intends to elect to be treated as, and to qualify in each taxable year as, a regulated investment company (a �RIC�) under
Subchapter M of the Code. To qualify as a RIC for any taxable year, the Fund must, among other things, satisfy both an income test and
an asset test for such taxable year. Specifically, (i) at least 90% of the Fund�s gross income for such taxable year must consist of
dividends; interest; payments with respect to certain securities loans; gains from the sale or other disposition of stock, securities or
foreign currencies; other income (including, but not limited to, gains from options, futures or forward contracts) derived with respect to
its business of investing in such stock, securities or currencies; and net income derived from interests in �qualified publicly traded
partnerships� (such income, �Qualifying RIC Income�) and (ii) the Fund�s holdings must be diversified so that, at the end of each
quarter of such taxable year, (a) at least 50% of the value of the Fund�s total assets is represented by cash and cash items, securities of
other RICs, U.S. Government securities and other securities, with such other securities limited, in respect of any one issuer, to an
amount not greater than 5% of the value of the Fund�s total assets and not greater than 10% of the outstanding voting securities of such
issuer; (ii) not more than 25% of the value of the Fund�s total assets is invested (x) in securities (other than U.S. Government securities
or securities of other RICs) of any one issuer or of two or more issuers that the Fund controls and that are engaged in the same, similar
or related trades or businesses or (y) in the securities of one or more �qualified publicly traded partnerships.� The Fund�s share of
income derived from a partnership other than a �qualified publicly traded partnership� will be treated as Qualifying RIC Income only to
the extent that such income would have constituted Qualifying RIC Income if derived directly by the Fund. A �qualified publicly traded
partnership� is generally defined as an entity that is treated as a partnership for U.S. federal income tax purposes if (i) interests in such
entity are traded on an established securities market or are readily tradable on a secondary market or the substantial equivalent thereof
and (ii) less than 90% of its gross income for the relevant taxable year consists of Qualifying RIC Income. The Code provides
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that the Treasury Department may by regulation exclude from Qualifying RIC Income foreign currency gains that are not directly
related to the RIC�s principal business of investing in stock or securities (or options and futures with respect to stock or securities). The
Fund anticipates that, in general, its foreign currency gains will be directly related to its principal business of investing in stock and
securities.

As a RIC, the Fund generally will not be subject to U.S. federal income tax on its �investment company taxable income� and net
capital gain (that is, the excess of net long-term capital gains over net short-term capital losses) that it distributes (including amounts
that are treated as such and are reinvested pursuant to the Plan, as described below) to its shareholders, provided that it distributes on a
timely basis with respect to each taxable year at least 90% of its investment company taxable income and its net tax-exempt interest
income for such taxable year. In general, a RIC�s �investment company taxable income� for any taxable year is its taxable income,
determined without regard to net capital gain and with certain other adjustments. The Fund intends to distribute all or substantially all of
its �investment company taxable income,� net tax-exempt interest income (if any) and net capital gain on a monthly basis. Any taxable
income, including any net capital gain, that the Fund does not distribute to its shareholders in a timely manner will be subject to U.S.
federal income tax at regular corporate rates.

If the Fund retains any net capital gains for reinvestment, it may elect to treat such capital gains as having been distributed to its
shareholders. If the Fund makes such an election, each shareholder will be required to report its share of such undistributed net capital
gain as long-term capital gain and will be entitled to claim its share of the U.S. federal income taxes paid by the Fund on such
undistributed net capital gain as a credit against its own U.S. federal income tax liability, if any, and to claim a refund on a properly-filed
U.S. federal income tax return to the extent that the credit exceeds such liability. In addition, each shareholder will be entitled to
increase the adjusted tax basis of its shares by the difference between its share of such undistributed net capital gain and the related
credit. There can be no assurance that the Fund will make this election if it retains all or a portion of its net capital gain for a taxable
year.

A RIC will be subject to a nondeductible 4% excise tax on amounts that it fails to distribute during each calendar year. In order to
avoid this excise tax, a RIC must distribute during each calendar year an amount at least equal to the sum of (i) 98% of its ordinary
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taxable income for the calendar year, (ii) 98.2% of its capital gain net income for the one-year period ended on October 31 of the
calendar year and (iii) any ordinary income and capital gains for previous years that were not distributed during those years. For these
purposes, the Fund will be deemed to have distributed any income or gains on which it paid federal income tax. The Fund intends
generally to make distributions sufficient to permit it to avoid the imposition of this excise tax, but there can be no assurance in this
regard.

If the Fund failed to qualify as a RIC or failed to satisfy the 90% distribution requirement in any taxable year, the Fund would be
subject to U.S. federal income tax at regular corporate rates on its taxable income, including its net capital gain, even if such income
were distributed to its shareholders, and all distributions out of earnings and profits would be taxed to shareholders as ordinary dividend
income. Such distributions generally would be eligible for the dividends-received deduction in the case of corporate shareholders or, as
qualified dividend income in the case of non-corporate shareholders. In addition, the Fund could be required to recognize unrealized
gains, pay taxes and make distributions (which could be subject to interest charges) before requalifying for taxation as a RIC. If the
Fund fails to satisfy either the income test or asset diversification test described above, however, it may, in certain cases be able to avoid
losing its status as a RIC by timely providing notice of such failure to the Internal Revenue Service, curing such failure and possibly
paying an additional tax or penalty.
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Some of the investments that the Fund is expected to make, such as investments in debt securities that are treated as issued with
original issue discount or in debt securities that are acquired with market discount in respect of which an election has been made to
accrue such market discount on a current basis, will cause the Fund to recognize income or gain for U.S. federal income tax purposes
prior to the receipt of any corresponding cash or other property. Because the distribution requirements described above will apply to this
income, the Fund may be required to borrow money or dispose of other securities in order to make the relevant distributions.

Income received by the Fund from sources within foreign countries may be subject to withholding and other taxes imposed by
such countries, thereby reducing the income available for distribution to Shareholders. Tax conventions between certain countries and
the U.S. may reduce or eliminate such taxes. The Fund generally intends to conduct its investment activities to minimize the impact of
foreign taxation, but there is no guarantee that the Fund will be successful in this regard.

The Fund may invest in stocks of foreign companies that are classified under the Code as passive foreign investment companies
(�PFICs�). In general, a foreign company is classified as a PFIC if at least 50% of its assets constitute investment-type assets or 75% or
more of its gross income is investment-type income. In general under the PFIC rules, an �excess distribution� received with respect to
PFIC stock is treated as having been realized ratably over the period during which the Fund held the PFIC stock. The Fund itself will be
subject to tax on the portion, if any, of the excess distribution that is allocated to the Fund�s holding period in prior taxable years (and
an interest factor will be added to the tax, as if the tax had actually been payable in such prior taxable years) even though the Fund
distributes the corresponding income to shareholders. Excess distributions include any gain from the sale of PFIC stock as well as
certain distributions from a PFIC. All excess distributions are taxable as ordinary income.

The Fund may be able to elect alternative tax treatment with respect to PFIC stock. Under an election that currently may be
available, the Fund generally would be required to include in its gross income its share of the earnings of a PFIC on a current basis,
regardless of whether any distributions are received from the PFIC. If this election is made, the special rules, discussed above, relating
to the taxation of excess distributions, would not apply. Alternatively, the Fund may be able to elect to mark to market its PFIC stock,
resulting in the stock being treated as sold at fair market value on the last business day of each taxable year. Any resulting gain would be
reported as ordinary income, and mark-to-market losses and any loss from an actual disposition of the Fund�s shares would be
deductible as ordinary losses to the extent of any net mark-to-market gains included in income in prior years.

Because the application of the PFIC rules may affect, among other things, the character of gains, the amount of gain or loss and
the timing of the recognition of income with respect to PFIC stock, as well as subject the Fund itself to tax on certain income from PFIC
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stock, the amount that must be distributed to shareholders, and which will be taxed to shareholders as ordinary income or long-term
capital gain, may be increased or decreased substantially as compared to a fund that did not invest in PFIC stock. Note that distributions
from a PFIC are not eligible for the reduced rate of tax on �qualified dividends.�

Under the Code, gains or losses attributable to fluctuations in foreign currency exchange rates which occur between the time the
Fund accrues interest income or other receivables or accrues expenses or other liabilities denominated in a foreign currency and the time
the Fund actually collects such receivables or pays such liabilities generally are treated as ordinary income or ordinary loss. Similarly,
on disposition of some investments, including debt securities and certain forward contracts denominated in a foreign currency, gains or
losses attributable to fluctuations in the value of foreign currency between the date of acquisition of the security or contract and the date
of disposition also are treated as ordinary gain or loss. These gains and losses, referred to under the Code as �section 988� gains and
losses, may increase or decrease the amount of the Fund�s investment company taxable
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income to be distributed to its shareholders as ordinary income. For example, fluctuations in exchange rates may increase the amount of
income that the Fund must distribute in order to qualify for treatment as a RIC and to prevent application of an excise tax on
undistributed income. Alternatively, fluctuations in exchange rates may decrease or eliminate income available for distribution. If
section 988 losses exceed other investment company taxable income during a taxable year, the Fund would not be able to make ordinary
dividend distributions, or distributions made before the losses were realized would be recharacterized as a return of capital to
shareholders for federal income tax purposes, rather than as an ordinary dividend, reducing each shareholder�s basis in its shares of the
Fund.

Certain of the Fund�s investments are expected to be subject to special U.S. federal income tax provisions that may, among other
things, (i) disallow, suspend or otherwise limit the allowance of certain losses or deductions, (ii) convert lower-taxed long-term capital
gain into higher-taxed short-term capital gain or ordinary income, (iii) convert an ordinary loss or a deduction into a capital loss, the
deductibility of which is more limited, (iv) adversely affect when a purchase or sale of stock or securities is deemed to occur,
(v) adversely alter the intended characterization of certain complex financial transactions and (vi) produce income that will not
constitute Qualifying RIC Income. The application of these rules could cause the Fund to be subject to U.S. federal income tax or the
nondeductible 4% excise tax and, under certain circumstances, could affect the Fund�s status as a RIC. The Fund will monitor its
investments and may make certain tax elections in order to mitigate the effect of these provisions.

Distributions

Distributions of the Fund�s ordinary income and net short-term capital gains will generally be taxable to shareholders as ordinary
income to the extent such distributions are paid out of the Fund�s current or accumulated earnings and profits, as determined for U.S.
federal income tax purposes. Distributions (or deemed distributions, as described above), if any, of net long-term capital gains will be
taxable as long-term capital gains, regardless of the length of time the shareholder has owned shares. The ultimate tax characterization
of the Fund�s distributions made in a taxable year cannot be determined until after the end of the taxable year. As a result, there is a
possibility that the Fund may make total distributions during a taxable year in an amount that exceeds the current and accumulated
earnings and profits of the Fund. A distribution of an amount in excess of the Fund�s current and accumulated earnings and profits will
be treated by a shareholder as a return of capital that will be applied against and reduce the shareholder�s basis in its shares. To the
extent that the amount of any such distribution exceeds the shareholder�s basis in its shares, the excess will be treated as gain from a
sale of the shares. Distributions will be treated in the manner described above regardless of whether such distributions are paid in cash
or reinvested in additional shares.

Distributions made to a non-corporate shareholder out of �qualified dividend income,� if any, received by the Fund will be
subject to tax at the lower rates applicable to net capital gains, provided that the shareholder meets certain holding period and other
requirements with respect to its shares. However, Fund distributions will generally not qualify for this favorable treatment and also will
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generally not qualify for the corporate dividends received deduction because the Fund will be generally earning interest income rather
than dividend income.

It is expected that a very substantial portion of the Fund�s income will consist of ordinary income. For example, interest and
original issue discount derived by the Fund will constitute ordinary income. In addition, gain derived by the Fund from the disposition
of fixed-income securities with �market discount� (generally, securities purchased by the Fund at a discount to their stated redemption
price) will be treated as ordinary income to the extent of the market discount that has accrued, as determined for U.S. federal income tax
purposes, at the time of such disposition unless the Fund makes an election
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to accrue market discount on a current basis. In addition, certain of the Fund�s investments will be subject to special U.S. federal
income tax provisions that may affect the character, increase the amount and/or accelerate the timing of distributions to shareholders.

Dividends and other distributions paid by the Fund are generally treated as received by a Shareholder at the time the dividend or
distribution is made. However, the Fund may, under certain circumstances, elect to treat a dividend that is paid during the following
taxable year as if it had been paid during the taxable year in question. If the Fund makes such an election, the Shareholder will still be
treated as receiving the dividend in the taxable year in which the distribution is made. However, any dividend declared by the Fund in
October, November or December of any calendar year, payable to Shareholders of record on a specified date in such a month and
actually paid during January of the following year, will be treated as if it had been received by the Fund�s Shareholders on December 31
of the year in which the dividend was declared.

The Internal Revenue Service currently requires that a RIC that has two or more classes of stock allocate to each class
proportionate amounts of each type of its income (such as ordinary income, capital gains and dividends qualifying for the dividends-
received deduction) based upon the percentage of total dividends paid to each class for the tax year.

Shareholders will be notified annually as to the U.S. federal tax status of distributions, and shareholders receiving distributions in
the form of additional shares will receive a report as to the net asset value of such shares.

Sale of Shares

A Shareholder may recognize capital gain or loss on the sale or other disposition of shares. The amount of the gain or loss will be
equal to the difference between the amount realized and the shareholder�s adjusted tax basis in the relevant shares. Such gain or loss
generally will be a long-term gain or loss if the shareholder�s holding period for such shares is more than one year. Under current law,
net long-term capital gains recognized by non-corporate shareholders are generally subject to U.S. federal income tax at lower rates than
the rates applicable to ordinary income.

Losses realized by a shareholder on the sale of shares held for six months or less will be treated as long-term capital losses to the
extent of any distribution of long-term capital gain received (or deemed received, as discussed above) with respect to such shares. In
addition, no loss will be allowed on a sale or other disposition of shares if the shareholder acquires (including pursuant to reinvestment
of dividends) shares within 30 days before or after the disposition. In such a case, the basis of the securities acquired will be adjusted to
reflect the disallowed loss.

Under U.S. Treasury regulations, if a shareholder recognizes losses with respect to shares of $2 million or more for an individual
shareholder or $10 million or more for a corporate shareholder, the shareholder must file with the Internal Revenue Service a disclosure
statement on Internal Revenue Service Form 8886. Direct shareholders of portfolio securities are in many cases excepted from this
reporting requirement, but under current guidance, shareholders of a RIC are not excepted. Future guidance may extend the current
exception from this reporting requirement to shareholders of most or all RICs. The fact that a loss is reportable under these regulations
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does not affect the legal determination of whether the taxpayer�s treatment of the loss is proper. Shareholders should consult their tax
advisors to determine the applicability of these regulations in light of their individual circumstances.

For taxable years beginning after December 31, 2012, a U.S. person that is an individual or estate, or a trust that does not fall into
a special class of trusts that is exempt from such tax, will be subject to a 3.8% tax on the lesser of (a) the U.S. person�s �net investment
income� for the relevant taxable year and (b) the excess of the U.S. person�s modified gross income for the taxable year over a certain
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threshold amounts (which in the case of individuals will be between $125,000 and $250,000, depending on the individual�s
circumstances). A U.S. person�s net investment income will generally include its gross dividend income, including distributions of
capital gains and its net gains from the disposition of shares. U.S. persons that are individuals, estates or trusts are urged to consult their
tax advisors regarding the applicability of this tax to their income and gains in respect of their investment in shares of the Fund.

Assets with Unrealized Gains for Tax Purposes

Certain assets held by the Fund were transferred to the Fund, in non-recognition transactions in which the Fund�s tax basis in the
transferred assets equals the tax basis of the transferors in such assets which is below the fair market value of such assets (�Unrealized
Appreciation Assets�), see �Management of the Fund�Related Performance Information� in the Prospectus. As of October 23, 2012, the
net appreciation for tax purposes in the Unrealized Appreciation Assets was approximately $2,167,409, which was approximately
2.28% of the value of the total assets that were transferred to the Fund (this percentage would decrease to the extent that the Fund
increases it assets through the sale of Fund shares). To the extent that such unrealized appreciation is ultimately realized by the Fund
through a future sale, or on maturity of the Unrealized Appreciation Assets, the net realized gains of the Fund (also taking into account
realized gains and losses of other assets) would be distributed to the Fund shareholders. Thus, the unrealized gain, for tax purposes, in
Unrealized Appreciation Assets could result in higher amounts of future taxable distributions to Fund shareholders.

Backup Withholding and Information Reporting

Information returns will be filed with the Internal Revenue Service in connection with payments on the shares and the proceeds
from a sale or other disposition of shares. A shareholder will be subject to backup withholding on all such payments if it fails to provide
the payor with its correct taxpayer identification number and to make required certifications or otherwise establish an exemption from
backup withholding. Corporate shareholders and certain other shareholders generally are exempt from backup withholding. Any
amounts withheld pursuant to these rules may be credited against the applicable shareholder�s U.S. federal income tax liability,
provided the required information is timely furnished to the Internal Revenue Service.

Non-U.S. Shareholders

The U.S. federal income taxation of a shareholder that is a nonresident alien individual, a foreign trust or estate or a foreign
corporation, as defined for U.S. federal income tax purposes (a �non-U.S. Shareholder�), depends on whether the income of the Fund is
�effectively connected� with a U.S. trade or business carried on by the shareholder.

If the income from the Fund is not �effectively connected� with a U.S. trade or business carried on by a non-U.S. Shareholder,
distributions of investment company taxable income will generally be subject to a U.S. federal withholding tax at a rate of 30% (or
lower treaty rate).

For taxable years beginning before January 1, 2014, properly designated dividends received by non-U.S. Shareholders are
generally exempt from U.S. federal withholding tax when they (a) are paid in respect of the Fund�s �qualified net interest income�
(generally, the Fund�s U.S. source interest income, other than certain contingent interest and interest from obligations of a corporation
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or partnership in which the Fund is at least a 10% stockholder, reduced by expenses that are allocable to such income), or (b) are paid in
connection with the Fund�s �qualified short-term capital gains� (generally, the excess of the Fund�s net short-term capital gain over the
Fund�s long-term capital loss for such taxable year). However, depending on the circumstances, the Fund may designate all, some or
none of the Fund�s potentially eligible dividends as such qualified net interest income or as qualified
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short-term capital gains, and/or treat such dividends, in whole or in part, as ineligible for this exemption from withholding. In order to
qualify for this exemption from withholding, a non-U.S. Shareholder must comply with applicable certification requirements relating to
its non-U.S. status (including, in general, furnishing an IRS Form W-8BEN or an acceptable substitute or successor form). There can be
no assurance that the legislation providing for an exemption from withholding for non-U.S. Shareholders will be extended beyond
taxable years beginning before January 1, 2014. Thus, an investment in the shares of the Fund by a non-U.S. Shareholder may have
adverse tax consequences as compared to a direct investment in the assets in which the Fund will invest.

A non-U.S. Shareholder whose income from the Fund is not �effectively connected� with a U.S. trade or business will generally
be exempt from U.S. federal income tax on capital gain dividends, any amounts retained by the Fund that are designated as
undistributed capital gains and any gains realized upon the sale or exchange of shares of the Fund. If, however, such a non-U.S.
Shareholder is a nonresident alien individual and is physically present in the United States for 183 days or more during the taxable year
and meets certain other requirements such capital gain dividends, undistributed capital gains and gains from the sale or exchange of
shares will be subject to a 30% U.S. tax.

If the income from the Fund is �effectively connected� with a U.S. trade or business carried on by a non-U.S. Shareholder, any
distributions of investment company taxable income, any capital gain dividends, any amounts retained by the Fund that are designated
as undistributed capital gains and any gains realized upon the sale or exchange of shares of the Fund will be subject to U.S. income tax,
on a net income basis, in the same manner, and at the graduated rates applicable to, U.S. persons. If such a non-U.S. Shareholder is a
corporation, it may also be subject to the U.S. branch profits tax.

A non-U.S. Shareholder other than a corporation may be subject to backup withholding on net capital gain distributions that are
otherwise exempt from withholding tax or on distributions that would otherwise be taxable at a reduced treaty rate if such Shareholder
does not certify its non-U.S. status under penalties of perjury or otherwise establish an exemption.

The tax consequences to a non-U.S. Shareholder entitled to claim the benefits of an applicable tax treaty may differ from those
described herein. Non-U.S. Shareholders are advised to consult their tax advisors with respect to the particular tax consequences to them
of an investment in the Fund, including the potential application of the U.S. estate tax.

Effective January 1, 2014, the Fund will be required to withhold U.S. tax (at a 30% rate) on payments of dividends and (effective
January 1, 2017) redemption proceeds made to certain non-U.S. entities that fail to comply or be deemed compliant with extensive new
reporting and withholding requirements designed to inform the U.S. Department of the Treasury of U.S.-owned foreign investment
accounts. Shareholders may be requested to provide additional information to the Fund to enable the Fund to determine whether such
withholding is required.

Other Taxes

Shareholders may be subject to state, local, other U.S. taxes and non-U.S. taxes on their Fund distributions. Shareholders are
advised to consult their tax advisors with respect to the particular tax consequences to them of an investment in the Fund.
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DISTRIBUTOR

SEI Investments Distribution Co. (the �Distributor�), located at 1 Freedom Valley Drive, Oaks, PA 19456, serves as the
distributor of the Fund�s shares pursuant to a Distribution Agreement with the Trust (the �Distribution Agreement�). The Distributor
distributes shares of the Fund through broker-dealers who are members of the Financial Industry Regulatory Authority, Inc. (�FINRA�)
and who have executed dealer agreements with the Distributor. The Distributor continually distributes shares of the Fund on a best
efforts basis. The Distributor is not obligated to sell any specific amount of Fund shares. The Fund reserves the right to suspend or
discontinue distribution of Fund shares.

The Distributor and its officers have no role in determining the investment policies or which securities are to be purchased or sold
by the Trust. The Distributor is not affiliated with the Adviser, the Transfer Agent or their affiliates.

The Distributor may enter into agreements with selected broker-dealers, banks or other financial intermediaries for distribution of
shares of the Fund. With respect to certain financial intermediaries and related fund �supermarket� platform arrangements, the Fund
and/or the Adviser, rather than the Distributor, typically enter into such agreements. These financial intermediaries may charge a fee for
their services and may receive shareholder service or other fees from parties other than the Distributor. These financial intermediaries
may otherwise act as processing agents and are responsible for promptly transmitting purchase, redemption and other requests to the
Fund.

The Distribution Agreement will remain in effect provided that it is approved at least annually by the Board or by a majority of
the Fund�s outstanding shares, and in either case, by a majority of the Trustees who are not parties to the Distribution Agreement or
interested persons of any such party. The Distribution Agreement terminates automatically if it is assigned and may be terminated
without penalty by either party on not less than 60 days� written notice.

The Fund is newly established. The Distributor has not received any commissions for the execution of Fund portfolio
transactions.
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FINANCIAL STATEMENTS

The audited financial statements for the Fund and related report of its independent registered public accounting firm are available
in the Fund�s annual report for the period ended October 31, 2012.
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OTHER INFORMATION

Independent Registered Public Accounting Firm

An independent registered public accounting firm for the Fund performs an annual audit of the Fund�s financial statements. The
Fund�s Board has engaged Deloitte & Touche LLP, located at 555 Mission Street, San Francisco, CA 94105 to serve as the Fund�s
independent registered public accounting firm.

Legal Counsel
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Counsel to the Fund is Dechert LLP.
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Appendix A��Description of securities ratings

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

1. Long-Term Obligation Ratings

Moody�s long-term obligation ratings are opinions of the relative credit risk of fixed-income obligations with an original maturity
of one year or more. They address the possibility that a financial obligation will not be honored as promised. Such ratings reflect both
the likelihood of default and any financial loss suffered in the event of default.

Moody��s Long-Term Rating Definitions:

Aaa: Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.
Aa: Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.
A: Obligations rated A are considered upper-medium grade and are subject to low credit risk.
Baa: Obligations rated Baa are subject to moderate credit risk. They are considered medium-grade and

as such may possess certain speculative characteristics.
Ba: Obligations rated Ba are judged to have speculative elements and are subject to substantial credit

risk.
B: Obligations rated B are considered speculative and are subject to high credit risk.
Caa: Obligations rated Caa are judged to be of poor standing and are subject to very high credit risk.
Ca: Obligations rated Ca are highly speculative and are likely in, or very near, default, with some

prospect of recovery of principal and interest.
C: Obligations rated C are the lowest rated class of bonds and are typically in default, with little

prospect for recovery of principal or interest.
Note: Moody�s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa

through Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic
rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a
ranking in the lower end of that generic rating category.

Short-Term Debt Ratings

There are three rating categories for short-term municipal obligations that are considered investment grade. These ratings are
designated as Municipal Investment Grade (MIG) and are divided into three levels�MIG 1 through MIG 3. In addition, those short-term
obligations that are of speculative quality are designated SG, or speculative grade. MIG ratings expire at the maturity of the obligation.

MIG 1. This designation denotes superior credit quality. Excellent protection is afforded by established
cash flows, highly reliable liquidity support, or demonstrated broad-based access to the market for
refinancing.

MIG 2. This designation denotes strong credit quality. Margins of protection are ample, although not as
large as in the preceding group.

MIG 3. This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be
narrow, and market access for refinancing is likely to be less well-established.
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SG. This designation denotes speculative-grade credit quality. Debt instruments in this category may
lack sufficient margins of protection.

Demand Obligation Ratings

In the case of variable rate demand obligations (VRDOs), a two-component rating is assigned; a long or short-term debt rating
and a demand obligation rating. The first element represents Moody�s evaluation of the degree of risk associated with scheduled
principal and interest payments. The second element represents Moody�s evaluation of the degree of risk associated with the ability to
receive purchase price upon demand (�demand feature�), using a variation of the MIG rating scale, the Variable Municipal Investment
Grade or VMIG rating.

When either the long- or short-term aspect of a VRDO is not rated, that piece is designated NR, e.g. , Aaa/NR or NR/VMIG 1.

VMIG rating expirations are a function of each issue�s specific structural or credit features.

VMIG 1. This designation denotes superior credit quality. Excellent protection is afforded by the superior
short-term credit strength of the liquidity provider and structural and legal protections that ensure
the timely payment of purchase price upon demand.

VMIG 2. This designation denotes strong credit quality. Good protection is afforded by the strong short-
term credit strength of the liquidity provider and structural and legal protections that ensure the
timely payment of purchase price upon demand.

VMIG 3. This designation denotes acceptable credit quality. Adequate protection is afforded by the
satisfactory short-term credit strength of the liquidity provider and structural and legal protections
that ensure the timely payment of purchase price upon demand.

SG. This designation denotes speculative-grade credit quality. Demand features rated in this category
may be supported by a liquidity provider that does not have an investment grade short-term rating
or may lack the structural and/or legal protections necessary to ensure the timely payment of
purchase price upon demand.

2. Short-Term Ratings

Moody�s short-term ratings are opinions of the ability of issuers to honor short-term financial obligations. Ratings may be
assigned to issuers, short-term programs or to individual short-term debt instruments. Such obligations generally have an original
maturity not exceeding thirteen months, unless explicitly noted.

Moody�s employs the following designations to indicate the relative repayment ability of rated issuers:

P-1 Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt
obligations.

P-2 Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt
obligations.

P-3 Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term
obligations.

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

NOTE: Canadian issuers rated P-1 or P-2 have their short-term ratings enhanced by the senior-most long-
term rating of the issuer, its guarantor or support-provider.
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A-2

Standard & Poor��s

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

Issuer Credit Rating Definitions

A S&P issue credit rating is a current opinion of the creditworthiness of an obligor with respect to a specific financial obligation,
a specific class of financial obligations, or a specific financial program (including ratings on medium-term note programs and
commercial paper programs). It takes into consideration the creditworthiness of guarantors, insurers, or other forms of credit
enhancement on the obligation and takes into account the currency in which the obligation is denominated.

The issue credit rating is not a recommendation to purchase, sell, or hold a financial obligation, inasmuch as it does not comment
as to market price or suitability for a particular investor.

Issue credit ratings are based on current information furnished by the obligors or obtained by S&P from other sources it considers
reliable. S&P does not perform an audit in connection with any credit rating and may, on occasion, rely on unaudited financial
information. Credit ratings may be changed, suspended, or withdrawn as a result of changes in, or unavailability of, such information, or
based on other circumstances.

Issue credit ratings can be either long-term or short-term. Short-term ratings are generally assigned to those obligations
considered short-term in the relevant market. In the U.S., for example, that means obligations with an original maturity of no more than
365 days�including commercial paper. Short- term ratings are also used to indicate the creditworthiness of an obligor with respect to put
features on long-term obligations. The result is a dual rating, in which the short-term rating addresses the put feature, in addition to the
usual long-term rating. Medium-term notes are assigned long-term ratings.

Long-Term Issue Credit Ratings

Issue credit ratings are based, in varying degrees, on the following considerations:

· Likelihood of payment-capacity and willingness of the obligor to meet its financial commitment on an obligation in
accordance with the terms of the obligation;

· Nature of and provisions of the obligation;

· Protection afforded by, and relative position of, the obligation in the event of bankruptcy, reorganization, or other
arrangement under the laws of bankruptcy and other laws affecting creditors� rights.

The issue ratings definitions are expressed in terms of default risk. As such, they pertain to senior obligations of an entity. Junior
obligations are typically rated lower than senior obligations, to reflect the lower priority in bankruptcy, as noted above. (Such
differentiation applies when an entity has both senior and subordinated obligations, secured and unsecured obligations, or operating
company and holding company obligations.) Accordingly, in the case of junior debt, the rating may not conform exactly with the
category definition.

AAA: An obligation rated �AAA� has the highest rating assigned by S&P. The obligor�s capacity to
meet its financial commitment on the obligation is extremely strong.
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AA: An obligation rated �AA� differs from the highest-rated obligations only to a small degree. The
obligor�s capacity to meet its financial commitment on the obligation is very strong.

A-3

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

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

BB, B, CCC,
CC, and C:

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

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

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

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

CC: An obligation rated �CC� is currently highly vulnerable to nonpayment.

C: A subordinated debt or preferred stock obligation rated �C� is currently highly vulnerable to
nonpayment. The �C� rating may be used to cover a situation where a bankruptcy petition has
been filed or similar action taken, but payments on this obligation are being continued. A �C�
also will be assigned to a preferred stock issue in arrears on dividends or sinking fund payments,
but that is currently paying.

D: An obligation rated �D� is in payment default. The �D� rating category is used when payments
on an obligation are not made on the date due even if the applicable grace period has not
expired, unless Standard & Poor�s believes that such payments will be made during such grace
period. The �D� rating also will be used upon the filing of a bankruptcy petition or the taking of
a similar action if payments on an obligation are jeopardized.
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Plus (+) or
minus (-):

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

N.R.: This indicates that no rating has been requested, that there is insufficient information on which
to base a rating, or that Standard & Poor�s does not rate a particular obligation as a matter of
policy.

A-4

Short-Term Issue Credit Ratings

A-1: A short-term obligation rated �A-1� is rated in the highest category by Standard & Poor�s. The
obligor�s capacity to meet its financial commitment on the obligation is strong. Within this
category, certain obligations are designated with a plus sign (+). This indicates that the obligor�s
capacity to meet its financial commitment on these obligations is extremely strong.

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

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

B: A short-term obligation rated �B� is regarded as having significant speculative characteristics.
Ratings of �B-1�, �B-2�, and �B-3� may be assigned to indicate finer distinctions within the
�B� category. The obligor currently has the capacity to meet its financial commitment on the
obligation; however, it faces major ongoing uncertainties which could lead to the obligor�s
inadequate capacity to meet its financial commitment on the obligation.

B-1: A short-term obligation rated �B-1� is regarded as having significant speculative characteristics,
but the obligor has a relatively stronger capacity to meet its financial commitments over the
short-term compared to other speculative-grade obligors.

B-2: A short-term obligation rated �B-2� is regarded as having significant speculative characteristics,
and the obligor has an average speculative-grade capacity to meet its financial commitments
over the short-term compared to other speculative-grade obligors.

B-3: A short-term obligation rated �B-3� is regarded as having significant speculative characteristics,
and the obligor has a relatively weaker capacity to meets its financial commitments over the
short-term compared to other speculative-grade obligors.

C: A short-term obligation rated �C� is currently vulnerable to nonpayment and is dependent upon
favorable business, financial, and economic conditions for the obligor to meet its financial
commitment on the obligation.

D: A short-term obligation rated �D� is in payment default. The �D� rating category is used when
payments on an obligation are not made on the date due even if the applicable grace period has
not expired, unless Standard & Poor�s believes that such payments will be made during such
grace period. The �D� rating also will be used upon the filing of a bankruptcy petition or the
taking of a similar action if payments on an obligation are jeopardized.

A-5
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PART C. OTHER INFORMATION

Item 28. Exhibits

(a) (1) Certificate of Trust(1)

(2) Declaration of Trust(2)

(b) By-Laws of Registrant(2)

(c) Not Applicable

(d) Investment Advisory Contract(3)

(e) Distribution Contract(4)

(f) Not Applicable

(g) (1) Custodian Agreement(3)

(2) Amendment dated September 25, 2012 to the Custodian Agreement(3)

(3) Amendment dated January 18, 2013 to the Custodian Agreement(4)

(h) (1) Administration Agreement(3)
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(2) Transfer Agency Agreement(3)

(3) Expense Limitation and Reimbursement Agreement(3)

(i) Opinion and Consent of Counsel(3)

(j) Consent of Independent Registered Public Accounting Firm(4)

(k) Not Applicable

(l) Not Applicable

(m) (1) Distribution and Servicing (12b-1) Plan(2)

(2) Shareholder Services Plan(3)

(n) Multi-Class Plan adopted pursuant to Rule 18f-3(4)

(p) (1) Code of Ethics for the Registrant(3)

(2) Code of Ethics for KKR Asset Management LLC(3)

* Power of Attorney(2)

Item 29. Persons Controlled by or Under Common Control with Registrant

No person is directly or indirectly under common control with the Registrant, except that the Registrant may be deemed to be controlled
by KKR Management Holdings L.P., an affiliate of the investment adviser to the Registrant. KKR Management Holdings L.P. is a
Delaware limited partnership.

(1) Filed with Form N-1A on July 18, 2012.

(2) Filed with Pre-Effective Amendment No. 1 to Registration Statement No. 333-182743 on September 19, 2012.

(3) Filed with Pre-Effective Amendment No. 2 to Registration Statement No. 333-182743 on October 17, 2012.

(4) Filed herewith.

C-1

Item 30. Indemnification

Reference is made to Article VII, Section 3 of the Registrant�s Declaration of Trust which was filed with Pre-Effective Amendment
No. 1 to the Registration Statement on September 19, 2012.
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Item 31. Business and Other Connections of the Investment Adviser

The directors and executive officers of KKR Asset Management LLC and their business and other connections are as follows:

Name Business and Other Connections

Michael R. McFerran Chief Financial Officer, KKR Asset Management LLC; Chief
Financial Officer and Chief Operating Officer, KKR Financial
Holdings LLC

William C. Sonneborn Chief Executive Officer, KKR Asset Management LLC; Chief
Executive Officer of KKR Financial Holdings LLC; and a member
of KKR�s Management Committee and the KKR Asset
Management LLC�s Investment Committee

Annette O�Donnell-Butner Chief Compliance Officer, KKR Asset Management LLC
Nicole J. Macarchuk General Counsel, KKR Asset Management LLC; General Counsel

and Secretary, KKR Financial Holdings LLC

Item 32. Principal Underwriter

(a) SEI Investments Distribution Co. (the �Distributor�) is the principal underwriter of the Trust. The Distributor also acts as distributor
for:

SEI Daily Income Trust
SEI Liquid Asset Trust
SEI Tax Exempt Trust
SEI Institutional Managed Trust
SEI Institutional International Trust
The Advisors� Inner Circle Fund
The Advisors� Inner Circle Fund II
Bishop Street Funds
SEI Asset Allocation Trust
SEI Institutional Investments Trust
CNI Charter Funds

Causeway Capital Management Trust
ProShares Trust
SEI Alpha Strategy Portfolios, LP
TD Asset Management USA Funds

SEI Structured Credit Fund, LP
Wilshire Mutual Funds, Inc.

C-2

Wilshire Variable Insurance Trust
Global X Funds
ProShares Trust II
Exchange Traced Concepts Trust (f/k/a FaithShares Trust)
Schwab Strategic Trust
RiverPark Funds Trust
Adviser Managed Trust Fund
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Huntington Strategy Shares
New Covenant Funds
Pyxis Funds I

The Distributor provides numerous financial services to investment managers, pension plan sponsors, and bank trust departments.
These services include portfolio evaluation, performance measurement and consulting services, and automated execution, clearing and
settlement of securities transactions.

(b) Information with respect to each director, officer or partner of the principal underwriter is as follows. Unless otherwise noted, the
business address of each director or officer is 1 Freedom Valley Drive, Oaks, PA 19456.

Name Position and Office with Underwriter

Positions

and

Offices

with

Registrant

William M. Doran Director None
Edward D. Loughlin Director None
Wayne M. Withrow Director None
Kevin Barr President & Chief Executive Officer None
Maxine Chou Chief Financial Officer, Chief Operations Officer, & Treasurer None
Karen LaTourette Chief Compliance Officer, Anti-Money Laundering Officer &

Assistant Secretary None
John C. Munch General Counsel & Secretary None
Mark J. Held Senior Vice President None
Lori L. White Vice President &Assistant Secretary None
John Coary Vice President & Assistant Secretary None
John Cronin Vice President None
Robert Silvestri Vice President None

(c) None.

Item 33. Location of Accounts and Records

All accounts, books and other documents required to be maintained by Section 31(a) of the 1940 Act, as amended, and the
Rules thereunder will be maintained at the offices of:

KKR Series Trust and KKR Asset Management LLC � 555 California Street, 50th Floor, San Francisco, CA 94104 (Records older than
two years old will be maintained at Iron Mountain Incorporated � 50 Crisp Road, San Francisco, CA 94124.)

Citibank, N.A. � 388 Greenwich Street, New York, NY 10013

C-3

DST Systems, Inc. � 430 West 7th Street, Kansas City, MO 64105

SEI Investments Distribution Co. � 1 Freedom Valley Drive, Oaks, PA 19456
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Item 34. Management Services

Not applicable.

Item 35. Undertakings

Insofar as indemnification for liability arising under the Securities Act of 1933 may be permitted to trustees, officers and controlling
persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the
Securities and Exchange Commission such indemnification is against public policy as expressed in the Act and is, therefore,
unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of expenses
incurred or paid by a trustee, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is
asserted by such trustee, officer or controlling person in connection with the securities being registered, the registrant will, unless in the
opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
whether such indemnification by it is against public policy as expressed in the Act and will be governed by the final adjudication of
such issue.

C-4

SIGNATURES

Pursuant to the requirements of the Securities Act of 1933 and the Investment Company Act of 1940, as amended, the Registrant has
duly caused this Registration Statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of New
York in the State of New York on the 28th day of January, 2013.

KKR Series Trust

By: /s/ William C. Sonneborn
William C. Sonneborn, President

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed by the following persons in the
capacities and on the dates indicated:

Signature Title Date

/s/ William C. Sonneborn Trustee and President
William C. Sonneborn (Principal Executive Officer) January 28, 2013

/s/ Tobin V. Levy Trustee
Tobin V. Levy* January 28, 2013

/s/ Jeffrey L. Zlot Trustee
Jeffrey L. Zlot* January 28, 2013

/s/ Michael R. McFerran Treasurer
Michael R. McFerran (Principal Financial and Accounting Officer) January 28, 2013
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*By: /s/ Nicole J. Macarchuk
Nicole J. Macarchuk
as attorney-in-fact

* Pursuant to power of attorney filed with Pre-Effective Amendment No. 1 to Registration Statement No. 333-182743 on
September 19, 2012.

EXHIBIT LIST

(e) Distribution Contract
(g) (3) Amendment dated January 18, 2013 to the Custodian Agreement
(j) Consent of Independent Registered Public Accounting Firm
(n) Multi-Class Plan adopted pursuant to Rule 18f-3

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Exhibit 99.(e)

DISTRIBUTION AGREEMENT

THIS DISTRIBUTION AGREEMENT (this �Agreement�) is made as of this 14th day of September, 2012, by and between
KKR Series Trust, solely on behalf of each series set forth in Schedule A, KKR Alternative Corporate Opportunities Fund, and
KKR Alternative Corporate Opportunities Fund P, each a Delaware statutory trust (collectively, the �Trust�), and SEI
Investments Distribution Co. (the �Distributor�), a Pennsylvania corporation.

WHEREAS, the Trust is registered as an investment company with the U.S. Securities and Exchange Commission (the
�SEC�) under the Investment Company Act of 1940, as amended (the �1940 Act�), and its shares of beneficial interest
(�Shares�) are registered with the SEC under the Securities Act of 1933, as amended (the �1933 Act�); and

WHEREAS, the Distributor is registered as a broker-dealer with the SEC under the Securities Exchange Act of 1934, as
amended (the �1934 Act�), and is a member of Financial Industry Regulatory Authority, Inc. (�FINRA�); and

WHEREAS, the Trust wishes to retain the Distributor to serve as distributor of each class and/or series of the Trust and for
such additional classes or Funds that the Trust may issue, (each a �Fund� and collectively, the �Funds�) identified on Schedule
A hereto, as from time to time amended, on the terms and conditions set forth below.

NOW, THEREFORE, in consideration of the mutual covenants hereinafter contained and intending to be legally bound, the
parties hereby agree as follows:

SECTION 1 APPOINTMENT

1.1 Principal Underwriter. The Trust hereby appoints Distributor as its principal underwriter and distributor of Shares of
the Funds and to provide such other services in accordance with the terms set forth in this Agreement. Distributor accepts such
appointment and agrees to furnish certain related services as set forth in this Agreement.

1.2 Direct Sales. Notwithstanding Distributor�s appointment as principal underwriter and distributor of Shares of the
Funds, the Trust and each Fund reserve the right to make direct sales of Shares without sales charges consistent with the terms of the
then current Prospectus, and to engage in other legally authorized transactions in its Shares. As used in this Agreement, the term,
�Prospectus� means any prospectus, registration statement, statement of additional information, proxy solicitation and tender offer
materials, annual or other periodic report of the Trust or any Fund of the Trust or any advertising, marketing, shareholder
communication, or promotional material generated by the Trust or its investment adviser from time to time, as appropriate, including all
amendments or supplements thereto and applicable law. Such other transactions may include, without limitation, transactions between
the Trust or any Fund or class and its shareholders only; transactions involving the reorganization of the Trust or any Fund; and
transactions involving the merger or combination of the Trust or any Fund with another corporation or trust.

SECTION 2 SOLICITATION OF SALES AND OTHER SERVICES

2.1 Solicitation of Sales. The Trust grants to Distributor the right to sell its Shares authorized for issue, at the net asset
value per Share, plus any applicable sales charges, in accordance with the Prospectus, as agent and on behalf of the Trust, during the
term of this Agreement and subject to the registration requirements of the 1933 Act, the rules and regulations of the SEC and the laws
governing the sale of securities in the various states (�Blue Sky Laws�). The Trust and each Fund may terminate, suspend or withdraw
the offering of Shares of any Fund whenever, in its sole discretion, it deems such action to be desirable. Without limiting the foregoing,
the Distributor shall perform or supervise the performance by others of the distribution and marketing services set forth in Schedule B
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attached hereto and incorporated herein. The Distributor shall cooperate with the Chief Compliance Officer of the Fund with respect to
requests for information and other assistance regarding the

1

obligations of the Trust and the Fund in respect of Rule 38a-1 under the 1940 Act.

2.2 Distributor will have the right, as agent, to sell shares of a Fund indirectly to the public through broker-dealers which
are members of FINRA and which are acting as introducing brokers pursuant to clearing agreements with Distributor; to broker-dealers
which are members of FINRA and who have entered into selling agreements with Distributor; or through other financial intermediaries,
in each case against orders therefore. In consideration of these rights granted to the Distributor, the Distributor agrees to use all
commercially reasonable efforts in connection with the sale of shares of the Fund; provided, however, that the Distributor will not be
prevented from entering into like arrangements (including arrangements involving the payment of underwriting commissions) with
other issuers. The provisions of this paragraph do not obligate the Distributor to register as a broker or dealer under the Blue Sky Laws
of any jurisdiction or laws of any foreign jurisdiction in which it is not now registered or to maintain its registration in any jurisdiction
in which it is now registered or obligate the Distributor to sell any particular number of Shares. The Distributor will not direct
remuneration from commissions paid by the Trust for portfolio securities transactions to a broker or dealer for promoting or selling
Fund Shares. The Trust reserves the right to refuse at any time or times to sell any of its Shares for any reason deemed adequate by it.
All orders through the Distributor will be subject to acceptance and confirmation by the Trust. Throughout the term of this Agreement,
the Distributor shall maintain such licenses and registrations as are necessary to permit it and its representatives and agents to provide
the services hereunder.

2.3 Other Services. Without limiting the foregoing, the Distributor will perform or supervise the performance by others
of the additional services set forth herein, including those set forth in Schedule B, attached hereto.

SECTION 3 REPRESENTATIONS, WARRANTIES AND COVENANTS

3.1 Representations, Warranties and Covenants of the Trust. The Trust represents, warrants and covenants that:

(a) it is duly organized, validly existing and in good standing under the laws of the state of its
formation, and has all requisite power under the laws of such state and applicable federal law to conduct its business as now
being conducted and to perform its obligations as contemplated by this Agreement;

(b) this Agreement has been duly authorized by the board of trustees of the Trust, including by
unanimous affirmative vote of all of the independent directors of the Trust; and when executed and delivered by the Trust,
will constitute a legal, valid and binding obligation of the Trust, enforceable against the Trust in accordance with its terms;

(c) it shall timely perform all obligations identified in this Agreement as obligations of the Trust,
including, without limitation, providing the Distributor with all marketing materials reasonably requested by the Distributor
and giving all necessary consents or approvals in good faith and within a timely manner;

(d) it is not a party to any, and there are no, pending or, to its knowledge, threatened legal,
administrative, arbitral or other proceedings, claims, actions or governmental or regulatory investigations or inquiries
(collectively, �Actions�) of any nature against it, its advisor or its properties or assets which could, individually or in the
aggregate, have a material effect upon its business or financial condition, and there is no injunction, order, judgment, or
decree imposed upon it or any of its properties or assets;
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(e) it is an investment company that is duly registered under all applicable laws and regulations,
including, without limitation the 1940 Act, and each Fund is a separate series of the Trust;

(f) it is and will continue to be in compliance with all applicable laws and
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regulations aimed at the prevention and detection of money laundering and/or the financing of terrorism activities including
Bank Secrecy Act, as amended by USA PATRIOT Act, U.S. Treasury Department, including the Office of Foreign Asset
Control (�OFAC�), Financial Crimes and Enforcement Network (�FinCEN�) and the SEC;

(g) it has an anti-money laundering program (�AML Program�), that at minimum includes, (i) an
AML compliance officer designated to administer and oversee the AML Program, (ii) ongoing training for appropriate
personnel, (iii) internal controls and procedures reasonably designed to prevent and detect suspicious activity monitoring
and terrorist financing activities; (iv) procedures to comply with know your customer requirements and to verify the
identity of all customers; and (v) appropriate record keeping procedures;

(h) each Prospectus has been prepared in accordance with all applicable laws and regulations and,
at the time such Prospectus was filed with the SEC and became effective, no Prospectus will include an untrue statement of
a material fact or omit to state a material fact that is required to be stated therein so as to make the statements contained in
such Prospectus not misleading;

(i) it will notify the Distributor as soon as reasonably practical in advance of any matter which
could materially affect the Distributor�s performance of its duties and obligations under this Agreement, including any
amendment to the Prospectus;

(j) it will provide Distributor with a copy of each Prospectus as soon as reasonably possible prior
to or contemporaneously with filing the same with an applicable regulatory body;

(k) it shall fully cooperate with requests from government regulators and the Distributor for
information relating to customers and/or transactions involving the Shares, as permitted by law, in order for the Distributor
to comply with its regulatory obligations; and

(l) in the event it determines that it is in the interest of the Trust to suspend or terminate the sale of
any Shares, the Trust shall promptly notify the Distributor of such fact, and if reasonably practicable, in advance and in
writing prior to the date on which the Trust desires to cease offering the Shares.

3.2 Representations, Warranties and Covenants of Distributor. Distributor hereby represents, warrants and covenants as
follows:

(a) it has full power, right and authority to execute and deliver this Agreement and to consummate
the transactions contemplated hereby; the execution and delivery of this Agreement and the consummation of the
transactions contemplated hereby have been duly and validly approved by all requisite actions on its part, and no other
proceedings on its part are necessary to approve this Agreement or to consummate the transactions contemplated hereby;
this Agreement has been duly executed and delivered by it; this Agreement constitutes a legal, valid and binding obligation,
enforceable against it in accordance with its terms;
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(b) it is not a party to any, and there are no, pending or threatened Actions of any nature against it
or its properties or assets which could, individually or in the aggregate, have a material effect upon its business or financial
condition, and there is no injunction, order, judgment, decree, or regulatory restriction imposed specifically upon it or any
of its properties or assets;

(c) it is registered as a broker-dealer with the SEC under the 1934 Act and a member of FINRA;

(d) it is and will continue to be in compliance with all applicable laws and
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regulations aimed at the prevention and detection of money laundering and/or the financing of terrorism activities including
Bank Secrecy Act, as amended by USA PATRIOT Act, U.S. Treasury Department, including the Office of Foreign Asset
Control (�OFAC�), Financial Crimes and Enforcement Network (�FinCEN�) and the SEC;

(e) it has an anti-money laundering program (�AML Program�), that at minimum includes, (i) an
AML compliance officer designated to administer and oversee the AML Program, (ii) ongoing training for appropriate
personnel, (iii) internal controls and procedures reasonably designed to prevent and detect suspicious activity monitoring
and terrorist financing activities; (iv) procedures to comply with know your customer requirements and to verify the
identity of all customers; and (v) appropriate record keeping procedures;

(f) it shall not give any information or to make any representations other than those contained in
the current Prospectus of the Company filed with the SEC or contained in shareholder reports or other material that may be
prepared by or on behalf of the Company for the Distributor�s use. The Distributor may prepare and distribute sales
literature and other material as it may deem appropriate, provided that such literature and materials have been prepared in
accordance with applicable rules and regulations; and provided further, that the Fund has previously approved such
material; and

SECTION 4 REGISTRATION OF SHARES

The Trust agrees that it will take all action necessary to register Shares under the federal and state securities laws so that there
will be available for sale the number of Shares the Distributor (and each financial intermediary, as applicable) may reasonably
be expected to sell and to pay all fees associated with said registration. The Trust will make available to the Distributor such
number of copies of its Prospectus as the Distributor may reasonably request. The Trust will furnish to the Distributor copies
of all information, financial statements and other papers which the Distributor may reasonably request for use in connection
with the distribution of Shares of the Trust.

SECTION 5 AGREEMENTS WITH FINANCIAL INTERMEDIARIES

The Distributor will have the right to enter into agreements with financial intermediaries of its choice for the sale of Shares and
to fix therein the portion of the sales charge, if any, that may be allocated to the financial intermediaries on such terms and
conditions as the Distributor will deem necessary or appropriate. Shares sold to financial intermediaries will be for resale by
such intermediaries only at the public offering price set forth in the applicable Prospectus or as otherwise permissible under the
federal and state securities laws. With respect to financial intermediaries who are acting as brokers or dealers within the United
States, the Distributor will offer and sell Shares, as agent for the Trust, only to such financial intermediaries who are members
in good standing of FINRA. The Trust acknowledges that Distributor may act as the Trust�s agent for transmitting, or
arranging for transmission of, distribution and/or shareholder servicing fees to be paid to financial intermediaries in accordance
with arrangements between the Trust and such financial intermediaries.
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SECTION 6 EXPENSES

6.1 Trust Expenses. The Trust will pay all fees and expenses (i) in connection with the preparation, setting in type and
filing of any Prospectus under the 1933 Act and amendments for the issue of its Shares; (ii) in connection with the registration and
qualification of Shares for sale in the various states in which the Board of Trustees of the Trust will determine advisable to qualify such
Shares for sale; (iii) of preparing, setting in type, printing and mailing any report or other communication to shareholders of the Trust in
their capacity as such; (iv) charged by FINRA in connection with FINRA review of Trust advertising and marketing materials; and
(v) of preparing, setting in type, printing and mailing any Prospectus sent to existing shareholders.

6.2 Distributor Expenses. Distributor will pay all of its costs and expenses (other than expenses

4

which one or more dealers may bear pursuant to any agreement with Distributor) incurred by it in connection with the performance of
its distribution duties hereunder.

SECTION 7 COMPENSATION

7.1 Compensation to Distributor. The Distributor will receive from the Trust the following amounts and, except for the
amounts payable under Section 7.1(d), shall pay all such amounts received to financial intermediaries in accordance with Section 7.2
hereof:

(a) all distribution and service fees, as applicable, at the rate and under the terms and conditions set
forth in each Fund�s distribution plan established pursuant to Rule 12b-1 under the 1940 Act (each, a �Distribution Plan�)
and/or shareholder services and similar plans applicable to the appropriate class of shares of each Fund, as those amounts
are set forth in the Trust�s Prospectus (as listed on Schedule C hereto), as such plans may be amended from time to time,
and subject to any further limitations on such fees as the Board of Trustees of the Trust may impose

(b) all front-end sales charges, if any, on purchases of Shares of each Fund sold subject to such
charges as described in the Trust�s Prospectus, as amended from time to time. The Distributor, or brokers, dealers and
other financial institutions and intermediaries that have entered into sub-distribution agreements with the Distributor, may
collect the gross proceeds derived from the sale of such Shares, remit the net asset value thereof to the Trust upon receipt of
the proceeds and retain the applicable sales charge; and

(c) all contingent deferred sales charges (�CDSC�), if any, applied on redemptions of Shares
subject to such charges on the terms and subject to such waivers as are described in the Trust�s Prospectus, or as otherwise
required pursuant to applicable law.

(d) Five thousand dollars as reimbursement for FINRA marketing review filing fees.

Notwithstanding the foregoing, (1) no compensation shall be payable under Sections 7.1(a), (b) or (c) from the KKR Alternative
Corporate Opportunities Fund or from any other party to the Distributor or from the Distributor to any Financial Intermediary, as the
KKR Alternative Corporate Opportunities Fund does not impose any such fees, and (2) the amounts payable under this Section 7.1 from
the KKR Alternative Corporate Opportunities Fund P to the Distributor shall be limited to 2.28% of the Fund�s gross offering proceeds,
and this amount along with amounts payable to the Distributor as underwriting compensation from any other source or payable to any
other party, shall be limited to the maximum gross offering proceeds set forth in the KKR Alternative Corporate Opportunities Fund P
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Prospectus (i.e., 8% of the Fund�s gross offering proceeds) and the Distributor will not accept (or re-allow to a financial intermediary)
any payment that exceeds such amount.

7.2 Payments to Financial Intermediaries. The Distributor will re-allow all of the fees set forth in Section 7.1(a), (b) and
(c) above for the KKR Alternative Corporate Opportunities Fund P (e.g., distribution or service fees, front-end sales charges and
CDSCs) that it is paid by the Trust to such brokers, dealers and other financial institutions and intermediaries that have entered into an
applicable agreement to receive such fees and the Distributor shall not retain any such amounts itself.

7.3 Additional Compensation. In addition to the foregoing, the Trust will pay Distributor the annual fees set forth in
Schedule D hereto for providing the Trust the services set forth therein. To the extent the Funds have implemented Distribution Plans
and/or shareholder servicing plans that permit and authorize such compensation to be paid to the Distributor and the Board of Trustees
has given any necessary authorizations, the Funds will be responsible for such compensation, or portion thereof, as have been
authorized under the applicable Distribution Plans and/or shareholder servicing plans and which are available for such payment after the
Distributor has re-allowed applicable distribution and/or service fees to brokers, dealers and other financial intermediaries as
contemplated in Section 7.1 hereof. The parties acknowledge that the Distributor expects to
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pay out substantially all amounts it receives under the Funds� Distribution Plans pursuant to Section 7.1. The parties acknowledge, that
to the extent proceeds received by the Distributor pursuant to the Funds� distribution and/or shareholder servicing plans are not
sufficient to cover the annual fee (or other expenses) payable to Distributor, the Fund�s investment adviser may make such payment to
Distributor from the past profits or other resources of the investment adviser, including management fees paid by the Trust. The parties
further acknowledge that to the extent that fees payable to the Distributor are paid by the investment adviser, the investment adviser
shall be responsible for making all disclosures of such payments to the Board of Trustees.

7.4 Commissions. Distributor may participate directly or indirectly in brokerage commissions or �spreads� for
transactions in portfolio securities of the Trust that are bought or sold through Distributor.

SECTION 8 INDEMNIFICATION; CONTRIBUTION; LIMITATION OF LIABILITY

8.1 Indemnification of Distributor. The Trust agrees to indemnify, defend and hold harmless, the Distributor, each of its
directors, officers, employees and each person, if any, who controls, is controlled by or is under common control with, the Distributor
within the meaning of Section 15 of the 1933 Act (collectively, the �Distributor Indemnified Parties�) from and against any and all
losses, claims, damages or liabilities, joint or several, whatsoever (including any investigation, legal or other expenses incurred in
connection with, and any amount paid in settlement of, any action, suit or proceeding or any claim asserted) to which the Distributor
Indemnified Parties may become subject, arising out of or based upon any untrue statement or alleged untrue statement of a material
fact contained in any Prospectus or any document incorporated by reference therein or filed as an exhibit thereto, or any marketing
literature or materials distributed on behalf of the Trust with respect to the securities covered by the Prospectus (the �Covered
Documents�) or the omission or alleged omission therefrom of a material fact required to be stated therein or necessary to make the
statements therein not misleading, and will reimburse the Distributor for any legal or other expenses reasonably incurred by the
Distributor in connection with investigating or defending any such action or claim as such expenses are incurred; provided, however,
that the Trust shall not be liable in any such case to the extent that any such loss, claim, damage or liability arises out of or is based upon
an untrue statement or alleged untrue statement or omission or alleged omission made in the Covered Documents about the Distributor
in reliance upon and in conformity with written information furnished to the Trust by the Distributor expressly for use therein. In no
case is the indemnity by the Trust in favor of the Distributor or any other person to be deemed to protect the Distributor or any other
person against any liability to the Fund or its Shareholders to which the Distributor or such person otherwise would be subject by reason
of gross negligence, willful misconduct, bad faith or fraud in the performance of its duties under or breach of this Agreement.

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


8.2 Indemnification of the Trust. Distributor will indemnify and hold harmless the Trust, each of its directors, officers,
employees and each person, if any, who controls, is controlled by or is under common control with, the Trust within the meaning of
Section 15 of the 1933 Act (collectively, the �Trust Indemnified Parties�) from and against any and all losses, claims, damages or
liabilities, joint or several, whatsoever (including any investigation, legal or other expenses incurred in connection with, and any amount
paid in settlement of, any action, suit or proceeding or any claim asserted) to which the Trust Indemnified Parties may become subject,
to the extent, but only to the extent, that an untrue statement or alleged untrue statement or omission or alleged omission was made in a
Covered Document, in reliance upon and in conformity with written information furnished to the Trust by or on behalf of the
Distributor.

8.3 Indemnification Procedures.

(a) If any action or claim shall be brought against any Distributor Indemnified Party or Trust
Indemnified Party (any such party, an �Indemnified Party� and collectively, the �Indemnified Parties�), in respect of which
indemnity may be sought against the other party hereto, such Indemnified Party shall promptly notify the indemnifying
party in writing, and the indemnifying party shall assume the defense thereof, including the employment of counsel and
payment of all fees and expenses; but the omission so to notify the indemnifying party shall not relieve it from any liability
which it may have to any indemnified party except to the extent such indemnifying party has been materially prejudiced by
such failure.
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(b) Any Indemnified Party shall have the right to employ separate counsel in any such action and
participate in the defense thereof, but the fees and expenses of such counsel shall be at the expense of such Indemnified
Party unless (i) the indemnifying party has agreed in writing to pay such fees and expenses, (ii) the indemnifying party has
failed to assume the defense and employ counsel, or (iii) the named parties to any such action (including any impleaded
party) included such Indemnified Party and the indemnifying party and such Indemnified Party shall have been advised by
counsel that there may be one or more legal defenses available to it which are different from or additional to those available
to the indemnifying party or which may also result in a conflict of interest (in which case if such Indemnified Party notifies
the indemnifying party, the indemnifying party shall not have the right to assume the defense of such action on behalf of
such Indemnified Party, it being understood, however, that the indemnifying party shall not, in connection with any one
such action or separate but substantially similar or related actions in the same jurisdiction arising out of the same general
allegations or circumstances, be liable for the reasonable fees and expenses of more than one separate firm of attorneys for
all such Indemnified Parties.

(c) No indemnifying party shall, without the written consent of the Indemnified Party, effect the
settlement or compromise of, or consent to the entry of any judgment with respect to, any pending or threatened action or
claim in respect of which indemnification or contribution may be sought hereunder (whether or not the Indemnified Party is
an actual or potential party to such action or claim) unless such settlement, compromise or judgment (i) includes an
unconditional release of the Indemnified Party from all liability arising out of such action or claim and (ii) does not include
a statement as to or an admission of fault, culpability or a failure to act, by or on behalf of any Indemnified Party.

(d) The indemnifying party shall not be liable for any settlement of any such action effected
without its written consent, but if such action is settled with the written consent of the indemnifying party, or if there shall
be a final judgment for the plaintiff in any such action and the time for filing all appeals has expired, the indemnifying party
agrees to indemnify and hold harmless any Indemnified Party from and against any loss or liability by reason of such
settlement or judgment.
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(e) The obligations of the indemnifying party under this Section 8 shall be in addition to any
liability that the indemnifying party may otherwise have.

8.4 Contribution. If the indemnification provided for in this Section 8 is insufficient or unavailable to any Indemnified
Party under this Section 8 in respect of any losses, claims, damages, liabilities or expenses referred to therein, then the indemnifying
party, in lieu of indemnifying such Indemnified Party hereunder, shall contribute to the amount paid or payable by damages, liabilities or
expenses in such proportion as is appropriate to reflect the relative benefits received by the Trust on the one hand and the Distributor on
the other from the offering of the Shares. If, however, the allocation provided by the immediately preceding sentence is not permitted by
applicable law or if the Indemnified Party failed to give the notice required under Section 8.3(a), above, then each indemnifying party
shall contribute to such amount paid or payable by such Indemnified Party in such proportion as is appropriate to reflect not only such
relative benefits but also the relative fault of the Trust on the one hand and the Distributor on the other in connection with the statements
or omissions which resulted in such losses, claims, damages or liabilities (or actions in respect thereof), as well as any other relevant
equitable considerations. The relative benefits received by the Trust on the one hand and the Distributor on the other shall be deemed to
be in the same proportion as the amount of gross proceeds received by the Trust from the offering of the Shares under this Agreement
(expressed in dollars) bears to the net profits received by the Distributor under this Agreement. The relative fault shall be determined by
reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the omission or alleged omission to
state a material fact relates to information supplied by the Trust on the one hand or the Distributor on the other and the parties� relative
intent, knowledge, access to information and opportunity to correct or prevent such statement or omission. The Trust and the
Distributor agree that it would not be just and equitable if contributions pursuant to this Section 8.4 were determined by pro rata
allocation or by any other method of allocation which does not take account of the equitable considerations referred to herein. The
amount paid or payable by an Indemnified Party as a result of the losses, claims, damages or liabilities (or actions in respect thereof)
referred to above shall be deemed to include any legal or other expenses reasonably incurred by such Indemnified Party in connection
with
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investigating or defending any such action or claim. No person guilty of fraudulent misrepresentation (within the meaning of
Section 11(f) of the 1933 Act) shall be entitled to contribution from any person who was not guilty of such fraudulent misrepresentation.

8.5 Consequential Damages. In no event and under no circumstances will either party to this Agreement be liable to
anyone, including, without limitation, the other party, for consequential damages for any act or failure to act under any provision of this
Agreement.

8.6 Limitation of Liability. A copy of the Declaration of Trust establishing the Trust is on file in the Office of the
Secretary of State of the State of Delaware, and notice is hereby given that this Agreement is executed on behalf of the Trustees of the
Trust as Trustees and not individually and that the obligations of this instrument are not binding upon any of the Trustees, officers or
shareholders of the Trust individually but binding only upon the assets and property of the Trust.

SECTION 9 TERM AND TERMINATION

This Agreement will be effective upon its execution, and, unless terminated as provided, will continue in force for two years
and thereafter from year to year, provided that such annual continuance is approved by either (i) the vote of a majority of the
Trustees of a Trust, or the vote of a majority of the outstanding voting securities of a Trust and (ii) the vote of a majority of
those Trustees of a Trust who are not parties to this Agreement or a Trust�s distribution plan(s) or interested persons of any
such party (�Qualified Trustees�), cast in person at a meeting called for the purpose of voting on the approval. This Agreement
may be terminated at any time without penalty by a vote of the Trustees of a Trust; by vote of a majority of the outstanding
voting securities of a Trust; or by the Distributor upon not less than sixty days prior written notice to a Trust; and shall
automatically terminate upon its assignment. As used in this paragraph the terms, �vote of a majority of the outstanding voting
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securities,� �assignment� and �interested person� will have the respective meanings specified in the 1940 Act. In the event a
Trust gives notice of termination, all expenses associated with the movement (or duplication) of records and materials and
conversion thereof to a successor service provider, and all trailing expenses incurred by Distributor, will be borne by the
applicable Trust. For the avoidance of doubt, in the event of termination of this Agreement prior to any offering of securities of
a Trust, then the Distributor will be reimbursed only for actual out-of-pocket accountable expenses pursuant to FINRA
Rule 5110(f)(2)(D).

SECTION 10 MISCELLANEOUS

10.1 Records. The books and records pertaining to the Trust, which are in the possession or under the control of
Distributor, will be the property of the Trust. Such books and records will be prepared and maintained as required under the 1940 Act
and other applicable securities laws, rules and regulations. The Trust and its authorized persons will have access to such books and
records at all times during the Distributor�s normal business hours. Upon the reasonable request of the Trust, the Distributor will
provide copies of such books and records to the Trust or its authorized persons, at the Trust�s expense.

10.2 Independent Contractor. The Distributor will undertake and discharge its obligations hereunder as an independent
contractor. Neither Distributor nor any of its officers, directors, employees or representatives is or will be an employee of a Fund in
connection with the performance of Distributor�s duties hereunder. Distributor will be responsible for its own conduct and the
employment, control, compensation and conduct of its agents and employees, and for any injury to such agents or employees or to
others through its agents and employees.

10.3 Notices. All notices provided for or permitted under this Agreement will be deemed effective upon receipt, and will
be in writing and (a) delivered personally, (b) sent by commercial overnight courier with written verification of receipt, [(c) sent via
electronic mail,] or (d) sent by certified or registered U.S. mail, postage prepaid and return receipt requested, to the party to be notified,
at the address for such party set forth below. Notices to the Distributor will be sent to the attention of: General Counsel, SEI
Investments Distribution Co., 1 Freedom Valley Drive, Oaks, Pennsylvania 19456. Notices to the Trust will be sent to the attention of:
General Counsel, KKR Asset Management LLC, 555 California Street, 50th Floor, San Francisco, California 94104. Email notices to
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the Distributor will be sent to JMunch@seic.com and to the Trust will be sent to Nicole.Macarchuk@KKR.com.

10.4 Dispute Resolution. Whenever either party desires to institute legal proceedings against the other party concerning
this Agreement, it will provide written notice to that effect to such other party. The party providing such notice will refrain from
instituting said legal proceedings for a period of thirty (30) days following the date of provision of such notice. During such period, the
parties will attempt in good faith to amicably resolve their dispute by negotiation among their executive officers.

10.5 Entire Agreement; Amendments. This Agreement constitutes the entire agreement between the parties hereto and
supersedes any prior agreement, draft or agreement or proposal with respect to the subject matter hereof. This Agreement or any part
hereof may be amended or waived only by an instrument in writing signed by the party against which enforcement of such amendment
or waiver is sought.

10.6 Non-Solicitation. During the term of this Agreement and for a period of one (1) year afterward, the Trust will not
recruit, solicit, employ or engage, for the Trust or any other person, any of the Distributor�s employees.

10.7 Governing Law. This Agreement will be governed by and construed in accordance with the laws of the State of New
York without giving effect to any conflict of laws or choice of laws rules or principles thereof. To the extent that the applicable laws of
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the State of New York, or any of the provisions of this Agreement, conflict with the applicable provisions of the 1940 Act, the latter will
control.

10.8 Counterparts. This Agreement may be executed in two or more counterparts, all of which will constitute one and the
same instrument. Each such counterpart will be deemed an original, and it will not be necessary in making proof of this Agreement to
produce or account for more than one such counterpart. This Agreement will be deemed executed by both parties when any one or
more counterparts hereof or thereof, individually or taken together, bears the original, scanned or facsimile signatures of each of the
parties.

10.9 Force Majeure. No breach of any obligation of a party to this Agreement (other than obligations to pay amounts
owed) will constitute an event of default or breach to the extent it arises out of a cause, existing or future, that is beyond the control and
without negligence of the party otherwise chargeable with breach or default, including without limitation: work action or strike; lockout
or other labor dispute; flood; war; riot; theft; act of terrorism, earthquake or natural disaster. Either party desiring to rely upon any of
the foregoing as an excuse for default or breach will, when the cause arises, give to the other party prompt notice of the facts which
constitute such cause; and, when the cause ceases to exist, give prompt notice thereof to the other party.

10.10 Severability. Any provision of this Agreement that is determined to be invalid or unenforceable in any jurisdiction
will be ineffective to the extent of such invalidity or unenforceability in such jurisdiction, without rendering invalid or unenforceable the
remaining provisions of this Agreement or affecting the validity or enforceability of such provision in any other jurisdiction. If a court
of competent jurisdiction declares any provision of this Agreement to be invalid or unenforceable, the parties agree that the court
making such determination will have the power to reduce the scope, duration, or area of the provision, to delete specific words or
phrases, or to replace the provision with a provision that is valid and enforceable and that comes closest to expressing the original
intention of the parties, and this Agreement will be enforceable as so modified.

10.11 Confidential Information.

(a) The Distributor and the Trust (in such capacity, the �Receiving Party�) acknowledge and agree
to maintain the confidentiality of Confidential Information (as hereinafter defined) provided by the Distributor and the
Trust (in such capacity, the �Disclosing Party�) in connection with this Agreement. The Receiving Party will not disclose
or disseminate the Disclosing Party�s Confidential Information to any Person other than (a) those employees, agents,
contractors, subcontractors and licensees of the Receiving Party, or (b) with respect to the Distributor as a Receiving Party,
to those employees, agents, contractors, subcontractors and licensees of any agent or affiliate, who have a need to know it
in order to assist the Receiving Party in performing its

9

obligations, or to permit the Receiving Party to exercise its rights under this Agreement. In addition, the Receiving Party
(a) will take all reasonable steps to prevent unauthorized access to the Disclosing Party�s Confidential Information, and
(b) will not use the Disclosing Party�s Confidential Information, or authorize other Persons to use the Disclosing Party�s
Confidential Information, for any purposes other than in connection with performing its obligations or exercising its rights
hereunder. As used herein, �reasonable steps� means steps that a party takes to protect its own, similarly confidential or
proprietary information of a similar nature, which steps will in no event be less than a reasonable standard of care.

(b) The term �Confidential Information,� as used herein, will mean all business strategies, plans
and procedures, proprietary information, methodologies, data and trade secrets, and other confidential information and
materials (including, without limitation, any non-public personal information as defined in Regulation S-P) of the
Disclosing Party, its affiliates, their respective clients or suppliers, or other Persons with whom they do business, that may
be obtained by the Receiving Party from any source or that may be developed as a result of this Agreement.
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(c) The provisions of this Section 10.12 respecting Confidential Information will not apply to the
extent, but only to the extent, that such Confidential Information is: (a) already known to the Receiving Party free of any
restriction at the time it is obtained from the Disclosing Party, (b) subsequently learned from an independent third party
free of any restriction and without breach of this Agreement; (c) or becomes publicly available through no wrongful act of
the Receiving Party or any third party; (d) independently developed by or for the Receiving Party without reference to or
use of any Confidential Information of the Disclosing Party; or (e) required to be disclosed pursuant to an applicable law,
rule, regulation, government requirement or court order, or the rules of any stock exchange (provided, however, that the
Receiving Party will advise the Disclosing Party of such required disclosure promptly upon learning thereof in order to
afford the Disclosing Party a reasonable opportunity to contest, limit and/or assist the Receiving Party in crafting such
disclosure).

(d) The Receiving Party will advise its employees, agents, contractors, subcontractors and
licensees, and will require its agents and affiliates to advise their employees, agents, contractors, subcontractors and
licensees, of the Receiving Party�s obligations of confidentiality and non-use under this Section 10.12, and will be
responsible for ensuring compliance by its and its affiliates� employees, agents, contractors, subcontractors and licensees
with such obligations. In addition, the Receiving Party will require all persons that are provided access to the Disclosing
Party�s Confidential Information, other than the Receiving Party�s accountants and legal counsel, to execute confidentiality
or non-disclosure agreements containing provisions substantially similar to those set forth in this Section 10.12. The
Receiving Party will promptly notify the Disclosing Party in writing upon learning of any unauthorized disclosure or use of
the Disclosing Party�s Confidential Information by such persons.

(e) Upon the Disclosing Party�s written request following the termination of this Agreement, the
Receiving Party promptly will return to the Disclosing Party, or destroy, all Confidential Information of the Disclosing
Party provided under or in connection with this Agreement, including all copies, portions and summaries thereof.
Notwithstanding the foregoing sentence, (a) the Receiving Party may retain one copy of each item of the Disclosing Party�s
Confidential Information for purposes of identifying and establishing its rights and obligations under this Agreement, for
archival or audit purposes and/or to the extent required by applicable law, and (b) the Distributor will have no obligation to
return or destroy Confidential Information of the Trust that resides in save tapes of Distributor; provided, however, that in
either case all such Confidential Information retained by the Receiving Party will remain subject to the provisions of
Section 10.12 for so long as it is so retained. If requested by the Disclosing Party, the Receiving Party will certify in
writing its compliance with the provisions of this paragraph.

10.12 Use of Name.

(a) The Trust will not use the name of the Distributor, or any of its affiliates, in any Prospectus,
sales literature, and other material relating to the Trust in any manner without the

10

prior written consent of the Distributor (which will not be unreasonably withheld); provided, however, that the Distributor
hereby approves all lawful uses of the names of the Distributor and its affiliates in the Prospectus of the Trust and in all
other materials which merely refer in accurate terms to their appointment hereunder or which are required by applicable
law, regulations or otherwise by the SEC, FINRA, or any state securities authority.

(b) The Trust�s investment manager owns all worldwide rights to the �KKR� trademark and logo
(collectively, the �Brand�). The investment manager has granted a worldwide non-exclusive license to the Trust and the
Funds to use the Brand as a trademark and logo in connection with marketing, promoting and operating the Funds. Neither
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the Distributor nor the Funds shall register or use the Brand as a corporate name, domain name, ticker symbol or social
media identifier without the investment manager�s prior written consent. The Funds shall use the Brand only in connection
with high-quality goods and services and in accordance with any guidelines provided by investment manager. The
Distributor and the Funds shall obtain the investment manager�s prior consent for any materials bearing the Brand, or any
proposed uses or variations of the Brand or combinations of the Brand with other terms or marks. The investment manager
may terminate the license immediately upon written notice for any reason, including for (i) any breach of the license by the
Distributor or the Funds or (ii) the termination of the investment advisory relationship between the Funds and the
investment manager. Except to the extent required by applicable law, the Distributor and the Funds shall immediately cease
all use of the Brand after such termination. Neither the Distributor nor the Funds shall challenge or contravene the validity
of, or the investment manager�s worldwide ownership of the Brand, nor take (or fail to take) any action that may damage
the Brand. All goodwill arising from a Fund�s use of the Brand shall inure solely to the benefit of the investment manager.
A Fund may not sublicense or assign this license without the prior consent of the investment manager, and any purported
transaction in violation of the foregoing shall be null and void. For clarity, a change of control, assumption in bankruptcy,
merger or reorganization of a Fund shall be deemed an �assignment� of the above license, even if it is not deemed an
assignment under applicable law. The investment manager disclaims any and all liability for a Fund�s use of the Brand
outside the United States, which such use shall be at the Fund�s sole risk

10.13 Insurance. The Distributor agrees to maintain liability insurance coverage which is, in scope and amount, consistent
with coverage customary in the industry for distribution activities similar to the distribution activities provided to the Trust hereunder.
The Distributor will notify the Trust upon receipt of any notice of material, adverse change in the terms or provisions of its insurance
coverage that may materially and adversely affect the Trust�s rights hereunder. Such notification will include the date of change and the
reason or reasons therefore. The Distributor will notify the Trust of any material claims against it, whether or not covered by insurance
that may materially and adversely affect the Trust�s rights hereunder.

*****
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IN WITNESS WHEREOF, the Trust and Distributor have each duly executed this Agreement, as of the day and year above written.

KKR Series Trust SEI INVESTMENTS DISTRIBUTION CO.

By: /s/ Nicole J. Macarchuk By: /s/ Maxine J. Chou
Name: Nicole J. Macarchuk Name: Maxine J. Chou
Title: Vice President and Secretary Title: Chief Financial Officer and Chief Operations Officer

KKR Alternative Corporate Opportunities Fund

By: /s/ Nicole J. Macarchuk
Name: Nicole J. Macarchuk
Title: Vice President and Secretary

KKR Alternative Corporate Opportunities Fund P

By: /s/ Nicole J. Macarchuk
Name: Nicole J. Macarchuk
Title: Vice President and Secretary
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SCHEDULE A

KKR ALTERNATIVE HIGH YIELD FUND

13

SCHEDULE B

List of Services

Industry Agreement Services

Negotiate and execute sub-distribution agreements with broker/dealers and/or banks on behalf of Funds
Coordinate and execute operational agreements (networking agreements, NSCC redemption agreements, etc.)
Coordinate and execute 401(k) agreements and shareholder service agreements with various record-holders and other financial
intermediaries
Coordinate and execute service agreements with Supermarkets (e.g. Schwab, Fidelity, etc.) and other financial intermediaries

FINRA Review

Review and approve all fund marketing materials to ensure compliance with SEC & FINRA advertising rules
Conduct FINRA filing of materials
Respond to FINRA comments on marketing materials
Review and file Internet sites according to FINRA policies
Provide client with copy of SEI�s SEC & FINRA Marketing Materials Guidebook

Investor Services

Obtain toll free lines and call prompters for fund family
Provide servicing team, consisting of FINRA-licensed representatives, as well as Interactive Voice Response Support to handle
investor service calls
Respond to shareholder questions regarding the fund family
Manage call center and respond to shareholder account inquiries
Respond to shareholder questions regarding financial statements and performance information
Submit shareholder requests for literature (only if client chooses fulfillment services)
Provide standard management reports on statistics around inbound shareholder calls
Conduct routine Q/A testing on all shareholder services representatives
Coordinate set-up of toll free lines, call prompter services, and consultation on best practices around call prompters
Notify Fund Chief Compliance Officer of any shareholder complaints

E-Mail Response Support

Receive inbound email into messaging database and generate auto-response verifying receipt.
Assess and categorize each inbound email request or question.
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Process appropriate e-mail responses to include both �canned� and �free form� responses.
Provide response team consisting of FINRA-licensed reps.
Submit requests for literature (only if client chooses fulfillment services and website template)
Provide standard management reports on statistics around demographics, response rates, and standards.
Provide Q/A review of response, conducted by licensed Principal.

14

SCHEDULE C

KKR Alternative Corporate Opportunities Fund P

Shareholder Servicing Fee: a monthly shareholder servicing fee of 0.0083% (0.10% on an annualized basis), subject to a total cap of
2.279%(1) of the Fund�s gross offering proceeds, of the net asset value of the outstanding Shares attributable to the clients of financial
intermediaries entering into an agreement with the Distributor as set forth in Section 7.2 hereto.(2)

(1) The $5,000 expenses reimbursement payable to the Distributor under Section 7.1(d) of the Agreement may not exceed 0.001% of
the Fund�s gross offering proceeds.
(2) The KKR Alternative Corporate Opportunities Fund P investment adviser may pay additional compensation to financial
intermediaries out of its own resources, and not as an additional charge to the Fund, that are in addition to the amounts listed herein.
The Fund and the Fund�s investment adviser have agreed to limit any such additional compensation to 5.72% of the KKR Alternative
Corporate Opportunities Fund P gross offering proceeds of fund shares, as described in the Fund�s prospectus.

15

SCHEDULE D

The Distributor will receive from the Trust, to the extent available pursuant to Section 7 hereof, fees in the amount of $0.00 annually,
payable in equally monthly installments of $0.00

16
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Exhibit 99.(g)(3)

LOAN PARTICIPATION ADDENDUM TO THE
GLOBAL CUSTODIAL SERVICES AGREEMENT

This Loan Participation Addendum (this �Addendum�) to that certain Global Custodial Services Agreement dated as of September 25,
2012, as amended, modified and supplemented from time to time (the �Agreement�) is entered into as of January 18, 2013, by and
between severally and not jointly each of the entities listed on Schedule A hereto, (each, a �Client�) and Citibank, NA, acting
through its offices located in New York (the �Custodian�). This Addendum is an annex to and constitutes an integral part of the
Agreement.

Capitalized terms used herein but not defined herein shall have the meanings provided in the Agreement.

INTRODUCTION

WHEREAS, under the terms of the Agreement, the Custodian agrees to hold Cash and Securities in custody on behalf of the Client and
holds such Securities in the name of the Custodian or its nominee; and

WHEREAS, the Custodian and the Client wish to memorialize the terms under which the Custodian holds Loan Documents (as defined
below) in custody pursuant to the Agreement; and

WHEREAS, by this Addendum, the Custodian and the Client wish to supplement the Agreement, and Citibank and the Client wish to
set out the agreed terms, in each case for the provision of custodial safekeeping services by the Custodian to the Client in connection
with the investment in or purchase of bank loans and interests or participations in loans by the Client registered in the Client�s name and
held by the Citibank as Custodian pursuant to the Agreement.

NOW, THEREFORE, in consideration of the covenants and agreements set forth herein, and for other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

INTERPRETATION

Unless otherwise defined in this Addendum capitalised terms defined in the Agreement have the same meanings in this Addendum.

Headings in this Addendum are used only for ease of reference and shall not be taken into consideration in interpretation hereof.

The Agreement is hereby amended to include the terms contained in this Addendum and, in the event of any conflict between the
provisions of this Addendum and the provisions of the Agreement, the provisions of this Addendum will prevail

DEFINITIONS

�Assets� means evidence of an investment interest (or an interest therein) held by a Client for itself or its customers, including loans, or
participations or interests in loans or confirmation of the Client�s or its customers� investment in contracts with or other obligations of a
counterparty, or any other investment or
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loan that is or may be considered a security under applicable laws but that is not a Security as defined in this Addendum.

�Securities� means any financial assets (other than Cash) from time to time held for the Client on the terms of the Agreement provided
that each financial asset is ( i) a security dealt in or traded on securities exchanges for which settlement normally occurs in a Clearance
System, (ii) a certificated security of which the Custodian has control as defined in Section 8-106 of the Uniform Commercial Code
under the laws of the State of New York and that is transferable by delivery of a certificate with indorsement to a subsequent holder,
(iii) a book-entry security that is publicly offered to investors under the laws of The United States of America including, but not limited
to an interest in a registered investment company, where the interest is registered in the name of the Custodian or its nominee or
otherwise under the direct control of the Custodian, or (iv) another book-entry security acceptable to the Custodian in its sole discretion
where the ownership interest is evidenced only on the books of the issuer or its transfer agent or registrar by registration in the name of
the Custodian or its nominee for the benefit of the Client or is otherwise under the direct control of the Custodian.

ARTICLE 1

SCOPE OF THE ADDENDUM

1.1 This Addendum regulates the procedures and conditions and the undertakings of the Custodian and the Client regarding the
provision of custodial services for Loan Documents (as defined below) in conjunction with the GCSA and, subject to the terms
and conditions of this Addendum.

1.2 From time to time the Custodian, upon Instruction by the Client, will receive and hold physical documents evidencing the
Client�s interests in Assets in the nature of loans or participations or interests in loans, including without limitation interests in
syndicated bank loans and bank loan participations, whether in the U.S. or outside the U.S. (collectively, �Loans�) entered into
or purchased by the Client. The parties hereto acknowledge and agree that neither the Loans nor any Loan Documents will be
registered in the name of the Custodian or its nominee.

The Custodian agrees to accept and safekeep the instruments, certificates, agreements and/or other documents which the Custodian may
receive with respect to Loans (collectively, �Loan Documents�) from time to time subject to the acknowledgement and agreement of the
Client as follows.

ARTICLE 2

SAFEKEEPING OF LOAN DOCUMENTS

2.1 Loan Documents will only be accepted for holding in the vault of the Custodian located in in New York, New York at the
address separately specified by the Custodian.

2.2 Upon physical delivery to the Custodian, the Client will indicate if an item delivered to the Custodian�s vault is a Loan
Document and will specify the Custody Account in conjunction with the Loan Document. The Custodian is not obligated to accept
delivery of any Loan Document before the Client�s delivery of the Loan Document in accordance with service or operating procedures
specified by the Custodian, and each delivery of a Loan Document will be subject to limited examination by the Custodian to compare
the Loan Document received to the delivery description provided by the Client.

2.3 The Custodian shall promptly, upon Instruction by the Client, release to the Client or any party as the Client may specify in
any Instruction, any Loan Documents being held on behalf of the Client. Without limiting the foregoing, the Custodian shall not be
deemed to have or be charged with knowledge

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


of the sale of any Loan, unless and to the extent it shall have received written notice and Instruction from the Client with respect thereto.

ARTICLE 3

LIMITATION OF RESPONSIBILITIES

3.1 Loan Documents are held by the Custodian as custodial agent under this Agreement solely with respect to the services
specified herein, and the Custodian�s responsibilities are limited as follows:

(i) Safekeeping responsibilities of the Custodian are limited to the physical possession and segregation of the Loan
Documentation delivered to the Custodian as provided herein and delivery of such upon Instruction, and reporting, if
any, as specified herein.

(ii) The Custodian cannot and does not investigate the form, authenticity, or validity of any certificate or document
delivered to it as a Loan Document or of any Loan or investment in connection with any Loan Document and cannot
and does not verify the ownership interest in (or other right, title or interest in) the Loan, interest in any loan or related
investment that is supposed to be represented by any Loan Document delivered to the Custodian.

(iii) Without limiting the foregoing, the Custodian is under no obligation to examine any Loan Documents to determine
whether necessary steps have been taken or requirements met with respect to the assignment or transfer of the related
Loan or any applicable interest or participation in such Loan.

(iv) The Custodian shall be entitled to assume the genuineness, sufficiency and completeness of any Loan Documents
received, and the genuineness and due authority of any signature appearing on such documents.

(v) The Custodian has no responsibility for determining whether a Loan or Loan Document is a security under any
applicable laws.

(vi) The Custodian has no responsibility to independently verify any prices, values or similar data or for the availability,
accuracy or completeness of any price, value or similar data in connection with any Loan or Loan Document.

(vii) The Custodian shall have no obligation to provide any other service under the Agreement with regard to any Loan or
Loan Document without its written consent; in particular, the Custodian will not be responsible for income collection,
proxy services, corporate actions or other non-discretionary duties specified under the Agreement with regard to
Loans.

(viii) The Custodian will not include any Loan or Loan Document as a Security in custody on any statement or other report
of assets held in custody for the account of a Client. The Custodian will include any Loan or Loan Document as an
Asset in custody on the statement or other report of assets held in custody for the account of a client.

(ix) Instructions in regard to Loans will be accepted only for free receipt and free delivery of any Loan Documents to or
from the Custodian�s vault. Under no circumstances shall the Custodian be under any obligation or liability to make
any advance of its own funds with respect to any Loan or any receipt or delivery of any Loan Documents or in
connection with any amount received or to be received for the account of the Client with respect to any Loan or Loan
Documents.
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3.2 The Custodian shall have no responsibilities or duties whatsoever under the Agreement and this Addendum, with respect to
Loans or Loan Documents, except for such responsibilities as are expressly set forth herein. Without limiting the generality of the
foregoing, the Custodian shall have no obligation to preserve any rights against prior parties or to exercise any right or perform any
obligation in connection with any Loans or Loan Documents (including without limitation, no obligation to take any action in respect of
or upon any consent solicitation, notice of default or similar notice received from any bank agent or obligor). In case any question
arises as to its duties hereunder, the Custodian may request instructions from the Client and shall be entitled at all times to refrain from
taking any action unless it has received proper Instructions from the Client, and the Custodian shall in all events have no liability, risk or
cost for any action taken, with respect to a Loan, pursuant to and in compliance with the Instruction of the Client.

ARTICLE 4

LIMITATION OF LIABILITY

4.1 With respect to Loans and Loan Documents, direct damages as provided in the Agreement shall be limited to the reasonable
cost of obtaining replacement of the evidence of the Client�s ownership of, or investment in, the investment represented by the Loan
Document held in safekeeping by the Custodian where that evidence is legally required for the Client to prove its ownership of or
investment in the Asset for sale, transfer, or redemption. However, in no event will the Custodian be obligated for loss or other direct
damages in connection with any Loan or Loan Document for an amount that exceeds twelve (12) months fees attributable to such Loan
Document paid by the Client to the Custodian under the Agreement. Notwithstanding the foregoing, the limitations on direct damages
provided for in this Article 4.1 shall not apply if and solely to the extent such direct damages result from the gross negligence, willful
misconduct or fraud of the Custodian.

4.2 For purpose of clarity, the parties hereto acknowledge and agree that the indemnity provided under the Agreement by a Client
to the Custodian applies to the services provided hereunder with regard to Loan Documents.

4.3 Subject to the terms and conditions specified herein, the Custodian acknowledges and agrees that it performance of services in
regard to Loans and Loan Documents are subject to the terms and conditions of the Agreement including the standard of care specified
in the Agreement and the liability for loss or damages as provided in the Agreement.

IN WITNESS WHEREOF, the parties hereto have cause this Addendum to be executed by their respective officers thereunto duly
authorized.

CITIBANK, N.A. (Custodian) Each client listed in Schedule A, severally, as individual and
separate clients, and not jointly

KKR ALTERNATIVE HIGH YIELD FUND, a series of KKR
SERIES TRUST

By: /s/ Kevin Lui By: /s/ Nicole J. Macarchuk
Name: Kevin Lui Name: Nicole J. Macarchuk
Title: Director, Global Transaction Services Title: Secretary and Vice President

KKR ALTERNATIVE CORPORATE OPPORTUNITIES FUND

By: /s/ Nicole J. Macarchuk
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Name: Nicole J. Macarchuk
Title: Secretary and Vice President

KKR ALTERNATIVE CORPORATE OPPORTUNITIES FUND
P

By: /s/ Nicole J. Macarchuk
Name: Nicole J. Macarchuk
Title: Secretary and Vice President

SCHEDULE A

To the Loan Participation Addendum dated as of January 18, 2013.

For the avoidance of doubt, this Addendum shall be treated as if each entity set forth below had executed a separate addendum with the
Custodian and there shall be no cross liability or cross collateralization between such entities.

KKR ALTERNATIVE HIGH YIELD FUND, a series of KKR SERIES TRUST, a Delaware statutory trust

KKR ALTERNATIVE CORPORATE OPPORTUNITIES FUND, a Delaware statutory trust

KKR ALTERNATIVE CORPORATE OPPORTUNITIES FUND P, a Delaware statutory trust
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Exhibit 99.(j)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in this Post-Effective Amendment No. 3 to Registration Statement No. 333-182743 on
Form N-1A of our report dated December 14, 2012, relating to the financial statements and financial highlights of KKR Alternative
High Yield Fund of KKR Series Trust appearing in the Annual Report on Form N-CSR of KKR Series Trust for the year ended
October 31, 2012, and to the references to us under the headings �Financial Highlights Information� in the Prospectus and �Independent
Registered Public Accounting Firm� in the Statement of Additional Information, which are part of such Registration Statement.

/s/ Deloitte & Touche LLP
San Francisco, California
January 28, 2013
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Exhibit 99.(n)

KKR SERIES TRUST

MULTIPLE CLASS PLAN PURSUANT TO RULE 18f-3

Effective date September 14, 2012

WHEREAS, KKR Series Trust (�Trust�) engages in business as an open-end management investment company and is
registered as such under the Investment Company Act of 1940, as amended (�Act�);

WHEREAS, shares of beneficial interest of the Trust may be divided into separate series (each a �Fund� and collectively the
�Funds�);

WHEREAS, the Trust, on behalf of the Funds, now desires to adopt a Multiple Class Plan pursuant to Rule 18f-3 under the
Act (this �Plan�) with respect to the Funds;

WHEREAS, the Trustees of the Trust have determined that there is a reasonable likelihood that adoption of the Plan is in the
best interests of each class individually and the Trust as a whole; and

WHEREAS, the Trust employs KKR Asset Management LLC (�Adviser�) as its investment adviser and SEI Investments
Distribution Co. (�Distributor�) as its distributor.

NOW, THEREFORE, the Trust hereby adopts, on behalf of the Funds, this Plan in accordance with Rule 18f-3 under the Act
and on the following terms and conditions:

1. Features of the Classes. Each Fund is authorized to issue from time to time its shares of beneficial interest in the
following classes: Investor Class, Institutional Class and KKR Class. Shares of each Class of a Fund shall represent an equal pro rata
interest in the Fund and, generally, shall have identical voting, dividend, liquidation, and other rights, preferences, powers, restrictions,
limitations, qualifications, and terms and conditions, except that: (a) each Class shall have a different designation; (b) each Class of
shares shall bear any Class Expenses applicable to it, as defined in Section 7(b) below; and (c) each Class shall have (i) exclusive voting
rights on any matter submitted to shareholders that relates solely to its arrangement and (ii) separate voting rights on any matter
submitted to shareholders in which the interests of one Class differ from the interests of any other Class. In addition, shares of each
Class of a Fund shall have the features described herein.

2. Shareholder Servicing Plan and Agreement. The Trust has adopted and entered into a Shareholder Servicing Plan and
Agreement (�Servicing Plan�) with the Distributor with respect to the Classes of shares of the Funds set forth in the Servicing Plan.
Under the Servicing Plan, the Trust may pay the Distributor a fee at the rates set forth in the Distribution and Service Plan for arranging
to provide the shareholder services described in the Servicing Plan (�Services�) to Fund shareholders. The Distributor may subcontract
for the performance of one or more of the Services with persons who provide Services for Fund shareholders, including, without
limitation, affiliated persons (or affiliated persons of affiliated persons) of the Trust (each a �Subcontractor�). Pursuant to the Servicing
Plan, a Fund pays the Distributor a monthly

fee at the rates set forth in the Servicing Plan that differ with respect to each Class. The Distributor may pay Subcontractors directly for
Services they provide out of its fee.
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3. Distribution and Service Plan. The Trust has adopted a Distribution and Service Plan in accordance with Rule 12b-1
under the Act on behalf of Investor Class shares of the Fund. Under the Distribution and Service Plan, Investor Class shares of the Fund
pay the Distributor monthly a fee at the annual rate set forth in the Distribution and Service Plan for services rendered by the Distributor
in connection with any activity primarily intended to result in the sale of the shares of a Fund that is permissible under applicable law,
rule or regulation, including, but not limited to: (a) compensation to broker-dealers that have entered into a sales agreement with the
Distributor and financial institutions and other entities that make shares of the Fund available to their customers; (b) the development,
formulation and implementation of marketing and promotional activities, including direct mail promotions and media advertising;
(c) compensation to and expenses of the Distributor attributable to distribution and/or sales support activities, including travel,
equipment, printing, delivery, telephone and mailing costs, and other overhead and office expenses of the distributor; (d) the
preparation, printing and distribution of prospectuses, Statements of Additional Information and reports and any supplements thereto for
persons other than existing shareholders; (e) the preparation, printing and distribution of sales literature and advertising materials;
(f) expenses associated with processing new account applications; (g) the costs of administering the Plan; (h) expenses of organizing
and conducting sales seminars; (i) the costs of retaining, compensating and paying reasonable expenses of employees, agents and
subcontractors of the Distributor to support the distribution of the Investor Class shares; and (j) profit to the providers of the foregoing.
In addition, a portion of such amount may be paid for account maintenance and personal service to shareholders within the meaning of
NASD Rule 2830.

4. Exchange Privileges. Shares of a Fund may also be exchanged directly for shares of another Class of the Fund,
subject to any applicable sales charge. An investor may exchange each Class of shares of a Fund for shares of the same Class of any
other Fund of the Trust (if available) that offers that Class based on the respective NAVs of the shares involved.

5. Redemption Fees. Each Class of shares of a Fund may assess redemption fees upon the redemption of Fund shares in
such amounts and under such conditions as determined by the Board of Trustees and as disclosed in the Fund�s current prospectus and
shall be subject to such reductions or waivers as are disclosed in the Fund�s current prospectus.

6. Eligibility Requirements. Each Class of shares of a Fund shall be offered subject to the eligibility requirements and
minimum initial or subsequent investment amount for the applicable Class of shares set forth in the prospectus from time to time.

7. Allocations, Income and Expenses.

a. The gross income and realized and unrealized capital gains of a Fund shall generally be allocated to each Class on the
basis of net assets. To the extent practicable, certain expenses (other than Class Expenses as defined below which shall be allocated
more specifically) shall be subtracted from the gross income on the basis of the net assets of each Class of a Fund. These expenses
include:

1. Expenses incurred by the Trust (for example, fees of Trustees, auditors and legal counsel) not attributable to
a particular Class of shares of a Fund (�Trust Level Expenses�); and

2. Expenses incurred by a Fund not attributable to any particular Class of the Fund�s shares (for example,
advisory fees, custodial fees, or other expenses relating to the management of the Fund�s assets) (�Fund Expenses�).

b. Expenses attributable to a particular Class (�Class Expenses�) shall be limited to: (i) payments made pursuant to a
Distribution and Service Plan and/or shareholder services agreement (such as the Distribution and Service Plan and Servicing Plan);
(ii) transfer agent fees attributable to a specific Class; (iii) printing and postage expenses related to preparing and distributing materials
such as shareholder reports, prospectuses and proxy materials to current shareholders of a specific Class; (iv) Blue Sky share
registration or qualification fees incurred by a Class; (v) Securities and Exchange Commission registration fees incurred by a Class;
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(vi) the expense of administrative personnel and services to support the shareholders of a specific Class; (vii) litigation or other legal
expenses relating solely to one Class; and (viii) trustees� fees incurred as a result of issues relating to one Class.

Therefore, expenses of a Fund shall be apportioned to each Class of shares depending on the nature of the expense item. Trust
Level Expenses and Fund Expenses will be allocated among the Classes of shares based on their relative net asset values.
Class Expenses shall be allocated to the particular Class to which they are attributable. In addition, certain expenses may be allocated
differently if their method of imposition changes. Thus, if a Class Expense can no longer be attributed to a Class, it shall be charged to a
Fund for allocation among Classes, as determined by the Board of Trustees. Any additional Class Expenses not specifically identified
above which are subsequently identified and determined to be properly allocated to one Class of shares shall not be so allocated until
approved by the Board of Trustees of the Trust in light of the requirements of the Act and the Internal Revenue Code of 1986, as
amended.

8. Dividends/Distributions. Each Fund pays out as dividends substantially all of its net investment income (which
comes from dividends and interest it receives from its investments) and net realized short-term capital gains as described in the
prospectus.

9. Waiver or Reimbursement of Expenses. Fees and expenses may be waived or reimbursed by the Adviser or any other
service provider to the Trust without the prior approval of the Board of Trustees.

10. Effectiveness of Plan. This Plan shall not take effect until it has been duly approved by votes of a majority of both
(a) the Trustees of the Trust and (b) those Trustees of the Trust who are not �interested persons� of the Trust (as defined in the Act).

11. Material Modifications. This Plan may not be amended to modify materially its terms unless such amendment is
approved in the manner provided for initial approval in Section 10 hereof.

12. Limitation of Liability. The Trustees of the Trust and the shareholders of a Fund shall not be liable for any obligations
of the Trust or the Fund under this Plan, and any person, in

asserting any rights or claims under this Plan, shall look only to the assets and property of the Trust or the Fund in settlement of such
right or claim, and not to such Trustees or shareholders.

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


1095 Avenue of the Americas
New York, NY 10036-6797
+1 212 698 3500 Main
+1 212 698 3599 Fax
www.dechert.com

RICHARD HOROWITZ

richard.horowitz@dechert.com
+1 212 698 3525 Direct
+1 212 698 0452 Fax

January 28, 2013

VIA EDGAR

U.S. Securities and Exchange Commission
100 F Street, NE
Washington, D.C. 20549-4720

Re: KKR Series Trust
File Nos. 811-22720 and 333-182743

Ladies and Gentlemen:

Enclosed for filing on behalf of KKR Series Trust (the �Trust�) is Post-Effective Amendment No. 3 to the Trust�s registration statement
on Form N-1A, pursuant to Rule 485(a) under the Securities Act of 1933, as amended, and the Investment Company Act of 1940, as
amended.

The Trust is incorporating changes into the Prospectus and Statement of Additional Information to reflect comments from the staff of
the Securities and Exchange Commission (�SEC�). Aside from usual and customary �annual update� changes, and certain other non-
material disclosure changes which could otherwise be included in a Rule 485(b) filing, the Trust will make only those changes necessary
to reflect the comments from the SEC staff.

If you have any questions relating to this filing, please do not hesitate to contact me at 212.698.3525, Allison M. Fumai, Esq. at
212.698.3526 or Kenneth E. Young, Esq. at 215.994.2988.

Sincerely,

/s/ Richard Horowitz, Esq.

Richard Horowitz, Esq.
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