EDGAR LOMAX VALUE FUND
Trading Symbol: LOMAX
A series of Advisors Series Trust

Statement of Additional Information

Dated February 28, 2011

This Statement of Additional Information (“SAI”) is not a prospectus. It should be read in
conjunction with the Prospectus dated February 28, 2011, as may be amended from time to time,
of the Edgar Lomax Value Fund (the “Fund”), a series of Advisors Series Trust (the “Trust™).

The Edgar Lomax Company (the “Advisor”) is the investment advisor to the Fund. A copy of the
Prospectus may be obtained on the Fund’s website at www.edgarlomax.com, by contacting the
Advisor at 6564 Loisdale Court, Suite 310, Springfield, Virginia 22150; or by telephone at 1-866-
205-0524.

The Fund’s financial statements for the fiscal year ended October 31, 2010, are incorporated
herein by reference to the Fund’s Annual Report. A copy of the Annual Report may be obtained
without charge by calling the Fund, writing the Advisor at the address shown above or by visiting
the Fund’s website at www.edgarlomax.com.
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THE TRUST

The Trust is an open-end management investment company organized as a Delaware statutory
trust under the laws of the State of Delaware on October 3, 1996. The Trust’s Agreement and
Declaration of Trust (the “Declaration of Trust”) permits the Trust’s Board of Trustees (the
“Board” or the “Trustees”) to issue an unlimited number of full and fractional shares of beneficial
interest, par value $0.01 per share, which may be issued in any number of series. The Trust
consists of various series that represent separate investment portfolios. The Board may from time
to time issue other series, the assets and liabilities of which will be separate and distinct from any
other series. This SAI relates only to the Fund.

Registration with the U.S. Securities and Exchange Commission (“SEC”) does not involve
supervision of the management or policies of the Fund. The Prospectus of the Fund and this SAI
omit certain of the information contained in the Registration Statement filed with the SEC.
Copies of such information may be obtained from the SEC upon payment of the prescribed fee or
may be accessed free of charge at the SEC’s website at www.sec.gov.

The Fund commenced operations on December 12, 1997.
INVESTMENT POLICIES

The discussion below supplements information contained in the Prospectus with respect to the
investment policies of the Fund.

Diversification

Under applicable federal securities laws, the diversification of a mutual fund’s holdings is
measured at the time the Fund purchases a security. This means that, as to 75% of the Fund’s
total assets (1) no more than 5% may be invested in the securities of a single issuer, and (2) the
Fund may not hold more than 10% of the outstanding voting securities of a single issuer.
However, if the Fund purchases a security and holds it for a period of time, the security may
become a larger percentage of the Fund’s total assets due to movements in the financial markets.
If the market affects several securities held by the Fund, the Fund may have a greater percentage
of its assets invested in securities of fewer issuers. Accordingly, the Fund is subject to the risk
that its performance may be hurt disproportionately by the poor performance of relatively few
securities despite the Fund qualifying as a diversified mutual fund under applicable federal
securities laws.

Percentage Limitations

Whenever an investment policy or limitation states a maximum percentage of the Fund’s assets
that may be invested in any security or other asset, or sets forth a policy regarding quality
standards, such standards or percentage limitation will be determined immediately after and as a
result of the Fund’s acquisition or sale of such security or other asset. Accordingly, except with
respect to borrowing and illiquid securities, any subsequent change in values, net assets or other
circumstances will not be considered in determining whether an investment complies with the
Fund’s investment policies and limitations. In addition, if a bankruptcy or other extraordinary
event occurs concerning a particular investment by the Fund, the Fund may receive stock, real
estate or other investments that the Fund would not, or could not buy. If this happens the Fund
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would sell such investments as soon as practicable while trying to maximize the return to its
shareholders.

Recent Regulatory Events

The U.S. Government, the Federal Reserve, the Treasury, the SEC, the Federal Deposit Insurance
Corporation and other governmental and regulatory bodies have recently taken or are considering
taking actions to address the financial crisis. These actions include, but are not limited to, the
enactment by the United States Congress of the “Dodd-Frank Wall Street Reform and Consumer
Protection Act,” which was signed into law on July 21, 2010, and imposes a new regulatory
framework over the U.S. financial services industry and the consumer credit markets in general,
and proposed regulations by the SEC. Given the broad scope, sweeping nature, and relatively
recent enactment of some of these regulatory measures, the potential impact they could have on
securities held by the Fund is unknown. There can be no assurance that these measures will not
have an adverse effect on the value or marketability of securities held by the Fund. Furthermore,
no assurance can be made that the U.S. Government or any U.S. regulatory body (or other
authority or regulatory body) will not continue to take further legislative or regulatory action in
response to the economic crisis or otherwise, and the effect of such actions, if taken, cannot be
known.

The Fund may invest in the following types of investments, each of which is subject to certain
risks, as discussed below.

Equity Securities. Common stocks, preferred stocks, convertible securities, rights and warrants
are examples of equity securities in which the Fund may invest. Investments in equity securities
are subject to market risks that may cause their prices to fluctuate over time (sometimes
substantially). Owning an equity security can also subject the Fund to the risk that the issuer may
discontinue paying dividends.

Common Stock. A common stock represents a proportionate share of the ownership of a
company, and its value is based on the success of the company’s business, any income paid to
stockholders, the value of its assets, and general market conditions. In addition to the general
risks set forth above, investments in common stocks are subject to the risk that, in the event a
company in which the Fund invests is liquidated, the holders of preferred stock and creditors of
that company will be paid in full before any payments are made to the Fund as a holder of
common stock. It is possible that all assets of that company will be exhausted before any
payments are made to the Fund.

Preferred Stock. Preferred stocks are equity securities that often pay dividends at a fixed annual
rate, though it is subject to the risk that the dividend can be changed or omitted by the issuer.
Preferred stocks have preference over common stock in the receipt of dividends and in any
residual assets after payment to creditors should the issuer be dissolved. A preferred stock is a
blend of the characteristics of a bond and common stock. It can offer the higher yield of a bond
and has priority over common stock in equity ownership, but does not have the seniority of a
bond. Unlike common stock, a preferred stock’s participation in the issuer’s growth may be
limited.

Convertible Securities, Rights and Warrants. The Fund may invest in convertible securities,
rights and warrants. A convertible security is a fixed income security (a debt instrument or a
preferred stock) which may be converted at a stated price within a specified period of time into a
certain quantity of the common stock of the same or a different issuer. Convertible securities are
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senior to common stocks in an issuer’s capital structure, but are usually subordinated to similar
non-convertible securities. While providing a fixed income stream (generally higher in yield than
the income derivable from common stock but lower than that afforded by a similar
nonconvertible security), a convertible security also gives an investor the opportunity, through its
conversion feature, to participate in the capital appreciation of the issuing company depending
upon a market price advance in the convertible security’s underlying common stock.

A right is a privilege allowing existing shareholders to buy shares of an issue of common stock
shortly before it is offered to the public, at a specified and usually discounted price, and usually in
proportion to the number of shares already owned.

A warrant gives the holder a right to purchase at any time during a specified period a
predetermined number of shares of common stock at a fixed price. Unlike convertible debt
securities or preferred stock, warrants do not pay a fixed dividend. Investments in warrants
involve certain risks, including the possible lack of a liquid market for resale of the warrants,
potential price fluctuations as a result of speculation or other factors, and failure of the price of
the underlying security to reach or have reasonable prospects of reaching a level at which the
warrant can be prudently exercised (in which event the warrant may expire without being
exercised, resulting in a loss of the Fund’s entire investment therein).

Equity-Linked Derivatives. The Fund may invest in shares of Standard & Poor’s (“S&P”)
Depositary Receipts (“SPDRs”), which are considered Equity-Linked Derivatives. This
instrument is a derivative security whose value follows a well-known securities index or basket of
securities. SPDRs are designed to follow the performance of the S&P 500® Index. Because the
price of SPDRs is correlated to a diversified portfolio, they are subject to the risk that the general
level of stock prices may decline or that the underlying index declines. In addition, because
SPDRs will continue to be traded even when trading is halted in component stocks of the
underlying index, price quotations for these securities may, at times, be based upon non-current
price information with respect to some or even all of the stocks in the underlying index. The
Fund’s ability to redeem its shares of SPDRs may be limited by the Investment Company Act of
1940, as amended (the “1940 Act™), which provides that the SPDRs will not be obligated to
redeem shares held by the Fund in an amount exceeding one percent of their total outstanding
securities during any period of less than 30 days. There is a risk that this instrument may
terminate due to extraordinary events that may cause any of its service providers, such as the
trustee or sponsor, to close or otherwise fail to perform their obligations. Also, because this
instrument is granted a license by agreement to use the index as a basis for determining its
composition and/or otherwise to use certain trade names, it may terminate if such license
agreement is terminated.

Short-Term Investments. The Fund may invest in any of the following securities and
instruments:

Bank Certificates of Deposit, Bankers’ Acceptances and Time Deposits. The Fund may acquire
certificates of deposit, bankers’ acceptances and time deposits. Certificates of deposit are
negotiable certificates issued against funds deposited in a commercial bank for a definite period
of time and earning a specified return. Bankers’ acceptances are negotiable drafts or bills of
exchange, normally drawn by an importer or exporter to pay for specific merchandise, which are
“accepted” by a bank, meaning in effect that the bank unconditionally agrees to pay the face
value of the instrument on maturity. Certificates of deposit and bankers’ acceptances acquired by
the Fund will be dollar-denominated obligations of domestic or foreign banks or financial
institutions which at the time of purchase have capital, surplus and undivided profits in excess of
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$100 million (including assets of both domestic and foreign branches), based on latest published
reports, or less than $100 million if the principal amount of such bank obligations are fully
insured by the U.S. Government. If the Fund holds instruments of foreign banks or financial
institutions, it may be subject to additional investment risks that are different in some respects
from those incurred by a fund that invests only in debt obligations of U.S. domestic issuers (see
“Non-U.S. Investments” below). Such risks include future political and economic developments,
the possible imposition of withholding taxes by the particular country in which the issuer is
located on interest income payable on the securities, the possible seizure or nationalization of
foreign deposits, the possible establishment of exchange controls, or the adoption of other foreign
governmental restrictions which might adversely affect the payment of principal and interest on
these securities.

Domestic banks and foreign banks are subject to different governmental regulations with respect
to the amount and types of loans that may be made and interest rates that may be charged. In
addition, the profitability of the banking industry depends largely upon the availability and cost of
funds for the purpose of financing lending operations under prevailing money market conditions.
General economic conditions as well as exposure to credit losses arising from possible financial
difficulties of borrowers play an important part in the operations of the banking industry.

As a result of federal and state laws and regulations, domestic banks are, among other things,
required to maintain specified levels of reserves, limited in the amount which they can loan to a
single borrower, and subject to other regulations designed to promote financial soundness.
However, such laws and regulations do not necessarily apply to foreign bank obligations that the
Fund may acquire.

In addition to purchasing certificates of deposit and bankers’ acceptances, to the extent permitted
under its investment objectives and policies stated above and in its Prospectus, the Fund may
make interest-bearing time or other interest-bearing deposits in commercial or savings banks.
Time deposits are non-negotiable deposits maintained at a banking institution for a specified
period of time at a specified interest rate.

Savings Association Obligations. The Fund may invest in certificates of deposit (interest-bearing
time deposits) issued by savings banks or savings and loan associations that have capital, surplus
and undivided profits in excess of $100 million, based on latest published reports, or less than

$100 million if the principal amount of such obligations is fully insured by the U.S. Government.

Commercial Paper, Short-Term Notes and Other Corporate Obligations. The Fund may invest a
portion of its assets in commercial paper and short-term notes. Commercial paper consists of
unsecured promissory notes issued by corporations. Issues of commercial paper and short-term
notes will normally have maturities of less than nine months and fixed rates of return, although
such instruments may have maturities of up to one year.

Commercial paper and short-term notes will consist of issues rated at the time of purchase “A-2”
or higher by S&P, “Prime-1" or “Prime-2” by Moody’s Investors Service, Inc. (“Moody’s”), or
similarly rated by another nationally recognized statistical rating organization or, if unrated, will
be determined by the Advisor to be of comparable quality. These rating symbols are described in
the Appendix.

Corporate obligations include bonds and notes issued by corporations to finance longer-term

credit needs than supported by commercial paper. While such obligations generally have
maturities of ten years or more, the Fund may purchase corporate obligations which have
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remaining maturities of one year or less from the date of purchase and which are rated “AA” or
higher by S&P or “Aa” or higher by Moody’s.

Investment Company Securities. The Fund may invest in shares of other investment companies
or mutual funds, including exchange-traded funds (“ETFs”). For example, the Fund may invest
in money market mutual funds in connection with its management of daily cash positions. The
Fund currently intends to limit its investments in securities issued by other investment companies
(except for money market funds) so that not more than 3% of the outstanding voting shares of any
one investment company will be owned by the Fund, or its affiliated persons, as a whole. The
Fund may invest unlimited amounts in money market funds for management of its daily cash
position, subject to certain conditions. In addition to the advisory and operational fees the Fund
bears directly in connection with its own operation, the Fund would also bear its pro rata portions
of each other investment company’s advisory and operational expenses.

Section 12(d)(1)(A) of the 1940 Act generally prohibits a fund from purchasing (1) more than 3%
of the total outstanding voting stock of another fund; (2) securities of another fund having an
aggregate value in excess of 5% of the value of the acquiring fund; and (3) securities of the other
fund and all other funds having an aggregate value in excess of 10% of the value of the total
assets of the acquiring fund. There are some exceptions, however, to these limitations pursuant to
various rules promulgated by the SEC.

The Fund may rely on Section 12(d)(1)(F) and Rule 12d1-3 of the 1940 Act, which provide an
exemption from Section 12(d)(1) that allows the Fund to invest all of its assets in other registered
funds, including ETFs, if, among other conditions: (a) the Fund, together with its affiliates,
acquires no more than three percent of the outstanding voting stock of any acquired fund, and

(b) the sales load charged on the Fund’s shares is no greater than the limits set forth in Rule 2830
of the Conduct Rules of the Financial Industry Regulatory Authority, Inc. (“FINRA”).

Exchange-Traded Funds — ETFs are open-end investment companies whose shares are listed on a
national securities exchange. An ETF is similar to a traditional index mutual fund, but trades at
different prices during the day on a security exchange like a stock. Similar to investments in
other investment companies discussed above, the Fund’s investments in ETFs will involve
duplication of management fees and other expenses since the Fund will be investing in another
investment company. In addition, the Fund’s investment in ETFs is also subject to its limitations
on investments in investment companies discussed above. To the extent the Fund invests in ETFs
which focus on a particular market segment or industry, the Fund will also be subject to the risks
associated with investing in those sectors or industries. The shares of the ETFs in which the Fund
will invest will be listed on a national securities exchange and the Fund will purchase or sell these
shares on the secondary market at its current market price, which may be more or less than its net
asset value (“NAV”) per share.

As a purchaser of ETF shares on the secondary market, the Fund will be subject to the market risk
associated with owning any security whose value is based on market price. ETF shares
historically have tended to trade at or near their NAV per share, but there is no guarantee that
they will continue to do so. ETFs that seek to replicate a particular benchmark index are subject
to “tracking risk” which is the risk that an ETF will not be able to replicate exactly the
performance of the index it tracks. Unlike traditional mutual funds, shares of an ETF may also be
purchased and redeemed directly from the ETFs only in large blocks (typically 50,000 shares or
more) and only through participating organizations that have entered into contractual agreements
with the ETF. The Fund does not expect to enter into such agreements and therefore will not be
able to purchase and redeem its ETF shares directly from the ETF.
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Government Obligations. The Fund may make short-term investments in U.S. Government
obligations. Such obligations include Treasury bills, certificates of indebtedness, notes and bonds,
and issues of such entities as the Government National Mortgage Association (“GNMA?”),
Export-Import Bank of the United States, Tennessee Valley Authority, Resolution Funding
Corporation, Farmers Home Administration, Federal Home Loan Banks, Federal Intermediate
Credit Banks, Federal Farm Credit Banks, Federal Land Banks, Federal Housing Administration,
Federal National Mortgage Association (“FNMA”), Federal Home Loan Mortgage Corporation
(“FHLMC™), and the Student Loan Marketing Association.

Some of these obligations, such as those of the GNMA, are supported by the full faith and credit
of the U.S. Treasury; others, such as those of the Export-Import Bank of the United States, are
supported by the right of the issuer to borrow from the Treasury; others, such as those of the
FNMA, are supported by the discretionary authority of the U.S. Government to purchase the
agency’s obligations; still others, such as those of the Student Loan Marketing Association, are
supported only by the credit of the instrumentality. No assurance can be given that the U.S.
Government would provide financial support to U.S. Government-sponsored instrumentalities if
it is not obligated to do so by law.

In September 2008, the Federal Housing Finance Agency (“FHFA”) was appointed to be the
Conservator of the FHLMC and the FNMA for an indefinite period. In accordance with the
Federal Housing Finance Regulatory Reform Act of 2008 and the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992, as Conservator, the FHFA will control and oversee
the entities until the FHFA deems them financially sound and solvent. During the
Conservatorship, each entity’s obligations are expected to be paid in the normal course of
business. Although no express guarantee exists for the debt or mortgage-backed securities issued
by the entities, the U.S. Department of Treasury, through a secured lending credit facility and a
Senior Preferred Stock Purchase Agreement, has attempted to enhance the ability of the entities to
meet their obligations.

Non-U.S. Investments. The Fund may invest in securities of non-U.S. issuers (“foreign
securities”), provided that they are publicly traded in the United States.

Depositary Receipts. Depositary Receipts (“DRs”) include American Depositary Receipts
(“ADRs™), European Depositary Receipts (“EDRs”), Global Depositary Receipts (“GDRs”) or
other forms of depositary receipts. DRs are receipts typically issued in connection with a U.S. or
foreign bank or trust company which evidence ownership of underlying securities issued by a
foreign corporation.

Risks of Investing in Foreign Securities. Investments in foreign securities involve certain inherent
risks, including the following:

o Political and Economic Factors. Individual foreign economies of certain countries may
differ favorably or unfavorably from the United States’ economy in such respects as
growth of gross national product, rate of inflation, capital reinvestment, resource self-
sufficiency, diversification and balance of payments position. The internal politics of
certain foreign countries may not be as stable as those of the United States. Governments
in certain foreign countries also continue to participate to a significant degree, through
ownership interest or regulation, in their respective economies. Action by these
governments could include restrictions on foreign investment, nationalization,
expropriation of goods or imposition of taxes, and could have a significant effect on
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market prices of securities and payment of interest. The economies of many foreign
countries are heavily dependent upon international trade and are accordingly affected by
the trade policies and economic conditions of their trading partners. Enactment by these
trading partners of protectionist trade legislation could have a significant adverse effect
upon the securities markets of such countries.

e Taxes. The interest and dividends payable on certain of the Fund’s foreign portfolio
securities may be subject to foreign withholding taxes, thus reducing the net amount of
income available for distribution to the Fund’s shareholders. Based on the principal
investment strategies of the Fund, it is not expected that the Fund will be eligible to pass
through to its shareholders any credits or deductions against their U.S. federal income tax
with respect to any foreign withholding taxes paid by the Fund.

Repurchase Agreements. The Fund may enter into repurchase agreements with respect to the
securities in its portfolio. Pursuant to such agreements, the Fund acquires securities from financial
institutions such as banks and broker-dealers as are deemed to be creditworthy by the Advisor,
subject to the seller’s agreement to repurchase and the Fund’s agreement to resell such securities
at a mutually agreed upon date and price. The repurchase price generally equals the price paid by
the Fund plus interest negotiated on the basis of current short-term rates (which may be more or
less than the rate on the underlying portfolio security). Securities subject to repurchase
agreements will be held by the Fund’s custodian (the “Custodian”) or in the Federal
Reserve/Treasury Book-Entry System or an equivalent foreign system. The seller under a
repurchase agreement will be required to maintain the value of the underlying securities at not
less than 102% of the repurchase price under the agreement. If the seller defaults on its
repurchase obligation, the Fund will suffer a loss to the extent that the proceeds from a sale of the
underlying securities are less than the repurchase price under the agreement. Bankruptcy or
insolvency of such a defaulting seller may cause the Fund’s rights with respect to such securities
to be delayed or limited. Repurchase agreements are considered to be loans under the 1940 Act.

When-Issued Securities, Forward Commitments and Delayed Settlements. The Fund may
purchase securities on a “when-issued,” forward commitment or delayed settlement basis. In this
event, the Custodian will segregate liquid assets equal to the amount of the commitment in a
separate account. Normally, the Custodian will set aside portfolio securities to satisfy a purchase
commitment. In such a case, the Fund may be required subsequently to segregate additional assets
in order to assure that the value of the account remains equal to the amount of the Fund’s
commitment. It may be expected that the Fund’s net assets will fluctuate to a greater degree
when it sets aside portfolio securities to cover such purchase commitments than when it sets aside
cash.

The Fund does not intend to engage in these transactions for speculative purposes but only in
furtherance of its investment objective. Because the Fund will segregate liquid assets to satisfy
its purchase commitments in the manner described, the Fund’s liquidity and the ability of the
Advisor to manage it may be affected in the event the Fund’s forward commitments,
commitments to purchase when-issued securities and delayed settlements ever exceeded 15% of
the value of its net assets.

The Fund will purchase securities on a when-issued, forward commitment or delayed settlement
basis only with the intention of completing the transaction. If deemed advisable as a matter of
investment strategy, however, the Fund may dispose of or renegotiate a commitment after it is
entered into, and may sell securities it has committed to purchase before those securities are
delivered to the Fund on the settlement date. In these cases the Fund may realize a taxable capital
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gain or loss. When the Fund engages in when-issued, forward commitment and delayed
settlement transactions, it relies on the other party to consummate the trade. Failure of such party
to do so may result in the Fund’s incurring a loss or missing an opportunity to obtain a price
credited to be advantageous.

The market value of the securities underlying a when-issued purchase, forward commitment to
purchase securities, or a delayed settlement and any subsequent fluctuations in their market value
is taken into account when determining the market value of the Fund starting on the day the Fund
agrees to purchase the securities. The Fund does not earn interest on the securities it has
committed to purchase until they are paid for and delivered on the settlement date.

Iliquid Securities. The Fund may not hold more than 15% of the value of its net assets in
securities that have legal or contractual restrictions on resale or are otherwise illiquid. The
Advisor will monitor the amount of illiquid securities in the Fund’s portfolio, under the
supervision of the Board, to ensure compliance with the Fund’s investment restrictions.

Historically, illiquid securities have included securities subject to contractual or legal restrictions
on resale because they have not been registered under the Securities Act of 1933, as amended (the
“Securities Act”), securities which are otherwise not readily marketable and repurchase
agreements having a maturity of longer than seven days. Securities which have not been
registered under the Securities Act are referred to as private placement or restricted securities and
are purchased directly from the issuer or in the secondary market. Mutual funds do not typically
hold a significant amount of these restricted or other illiquid securities because of the potential for
delays on resale and uncertainty in valuation. Limitations on resale may have an adverse effect
on the marketability of portfolio securities and the Fund might be unable to dispose of restricted
or other illiquid securities promptly or at reasonable prices and might thereby experience
difficulty satisfying redemption requests within seven days. The Fund might also have to register
such restricted securities in order to dispose of them, resulting in additional expense and delay.
Adverse market conditions could impede such a public offering of securities.

In recent years, however, a large institutional market has developed for certain securities that are
not registered under the Securities Act, including repurchase agreements, commercial paper,
foreign securities, municipal securities and corporate bonds and notes. Institutional investors
depend on an efficient institutional market in which the unregistered security can be readily
resold or on an issuer’s ability to honor a demand for repayment. The fact that there are
contractual or legal restrictions on resale to the general public or to certain institutions may not be
indicative of the liquidity of such investments. If such securities are subject to purchase by
institutional buyers in accordance with Rule 144A promulgated by the SEC under the Securities
Act, the Board may determine that such securities are not illiquid securities notwithstanding their
legal or contractual restrictions on resale. In all other cases, however, securities subject to
restrictions on resale will be deemed illiquid.

INVESTMENT RESTRICTIONS

The Trust (on behalf of the Fund) has adopted the following restrictions as fundamental policies,
which may not be changed without the favorable vote of the holders of a “majority” of the Fund’s
outstanding voting securities as defined in the 1940 Act. Under the 1940 Act, the “vote of the
holders of a majority of the outstanding voting securities” means the vote of the holders of the
lesser of (i) 67% of the shares of the Fund represented at a meeting at which the holders of more
than 50% of its outstanding shares are represented or (ii) more than 50% of the outstanding shares
of the Fund.
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As a matter of fundamental policy, the Fund is diversified, as described on page B-2. The Fund’s
investment objectives are also fundamental.

As a matter of fundamental policy, the Fund may not:

1.

8.

Issue senior securities, borrow money or pledge its assets, except that (i) the Fund may
borrow from banks in amounts not exceeding one-third of its total assets (not including
the amount borrowed); and (ii) this restriction shall not prohibit the Fund from engaging
in options transactions;

Purchase securities on margin, except such short-term credits as may be necessary for the
clearance of transactions and except that the Fund may borrow money from banks to
purchase securities;

Act as underwriter (except to the extent the Fund may be deemed to be an underwriter in
connection with the sale of securities in its investment portfolio);

Invest 25% or more of its total assets, calculated at the time of purchase and taken at
market value, in any one industry (other than U.S. Government securities);

Purchase or sell real estate or interests in real estate or real estate limited partnerships
(although the Fund may purchase and sell securities which are secured by real estate and
securities of companies which invest or deal in real estate);

Purchase or sell commaodities or commodity futures contracts;

Make loans of money (except for purchases of debt securities consistent with the
investment policies of the Fund and except for repurchase agreements); or

Make investments for the purpose of exercising control or management.

The Fund observes the following restrictions as a matter of operating but not fundamental policy.
Except as noted below, the Fund may not:

1.

Invest in the securities of other investment companies or purchase any other investment
company’s voting securities or make any other investment in other investment companies
except to the extent permitted by federal law;

Hold more than 15% of its net assets in securities that are restricted as to disposition or
otherwise are illiquid or have no readily available market (except for securities which are
determined by the Board to be liquid);

Sell securities short;

Make loans of securities; or

Notwithstanding fundamental restriction 1 above, borrow money, except from banks for
temporary or emergency purposes, and in amounts not to exceed 5% of net assets, and

subject to the further restriction that no additional investment in securities will be made
while any such loan is outstanding.
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PORTFOLIO TURNOVER

Although the Fund generally will not invest for short-term trading purposes, portfolio securities
may be sold without regard to the length of time they have been held when, in the opinion of the
Advisor, investment considerations warrant such action. Portfolio turnover rate is calculated by
dividing (1) the lesser of purchases or sales of portfolio securities for the fiscal year by (2) the
monthly average of the value of portfolio securities owned during the fiscal year. A 100%
turnover rate would occur if all the securities in the Fund’s portfolio, with the exception of
securities whose maturities at the time of acquisition were one year or less, were sold and either
repurchased or replaced within one year. A high rate of portfolio turnover (100% or more)
generally leads to higher transaction costs and may result in a greater number of taxable
transactions, generally resulting in larger taxable distributions to shareholders. The following
table provides the portfolio turnover rate for the past two fiscal years.

Portfolio Turnover
During Fiscal Years Ended October 31,
2010 2009
54.45% 66.18%

PORTFOLIO HOLDINGS INFORMATION

The Advisor and the Fund maintain portfolio holdings disclosure policies (the “Disclosure
Policies”) that govern the timing and circumstances of disclosure to shareholders and third parties
of information regarding the portfolio investments held by the Fund. These Disclosure Policies
have been approved by the Board. Disclosure of the Fund’s complete holdings is required to be
made quarterly within 60 days of the end of each fiscal quarter in the Annual Report and Semi-
Annual Report to Fund shareholders and in the quarterly holdings report on Form N-Q. These
reports are available, free of charge, on the EDGAR database on the SEC’s website at
www.sec.gov. The Fund also discloses its complete portfolio holdings on the Fund’s website at
www.edgarlomax.com at the end of each calendar quarter with a 15-day lag.

From time to time, rating and ranking organizations such as S&P and Morningstar, Inc. may
request complete portfolio holdings information in connection with rating the Fund. The Fund
believes that these third parties have legitimate objectives in requesting such portfolio holdings
information. To prevent such parties from potentially misusing portfolio holdings information,
the Fund will generally only disclose such information at the end of the most recent calendar
quarter, with a lag of at least 15 days. In addition, the Trust, the Advisor, or its designee, may
grant exceptions to permit additional disclosure of portfolio holdings information at differing
times, and with differing lag times to rating agencies and to pension plan sponsors and/or their
consultants, provided that (1) the recipient is subject to a confidentiality agreement, (2) the
recipient will utilize the information to reach certain conclusions about the investment
management characteristics of the Fund and will not use the information to facilitate or assist in
any investment programs, and (3) the recipient will not provide third-party access to this
information.

In addition, the Fund’s Administrator, accountant, Custodian and Transfer Agent may receive
portfolio holdings information in connection with their services to the Fund. In no event shall the
Advisor, its affiliates or employees, or the Fund receive any direct or indirect compensation in
connection with the disclosure of information about the Fund’s portfolio holdings.
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The furnishing of non-public portfolio holdings information to any third party (other than
authorized governmental and regulatory personnel) requires the approval of the Chief
Compliance Officer of the Trust. The Chief Compliance Officer or designated officers of the
Trust will approve the furnishing of non-public portfolio holdings to a third party only if they
consider the furnishing of such information to be in the best interest of the Fund and its
shareholders. No consideration may be received by the Fund, the Advisor, any affiliate of the
Advisor or their employees in connection with the disclosure of portfolio holdings information.
The Board receives and reviews annually a list of the persons who receive non-public portfolio
holdings information and the purpose for which it is furnished.

MANAGEMENT

The overall management of the business and affairs of the Trust is vested with its Board. The
Board approves all significant agreements between the Trust and persons or companies furnishing
services to it, including the agreements with the Advisor, Administrator, Custodian and Transfer
Agent, each as defined below. The day-to-day operations of the Trust are delegated to its
officers, subject to the Fund’s investment objective and policies and to general supervision by the
Board.

The Trustees and officers of the Trust, their ages, positions with the Trust, term of office with the
Trust and length of time served, their business addresses and principal occupations during the
past five years and other directorships or trusteeships held during the past five years are listed in
the table below.

Independent Trustees®

Number
of
Portfolios
Term of in Fund
Office and Complex  Other
Length of Overseen  Directorships
Name, Address Position Held ~ Time Principal Occupation by Held During
and Age with the Trust  Served During Past Five Years Trustee®  Past Five Years
Sallie P. Diederich Trustee Indefinite Independent Mutual Fund 1 None
(age 60) term since Consultant, (1995 to
615 E. Michigan Street January present); Advisor Corporate
Milwaukee, W1 53202 2011. Controller, Transamerica
Fund Management
Company (1994 to 1995);
Senior Vice President,
Mutual Fund and Custody
Operations, Putnam
Investments (1992 to 1993);
Vice President and
Controller, Mutual Fund
Accounting, American
Capital Mutual Funds (1986
to 1992).
Donald E. O’Connor Trustee Indefinite Retired; former Financial 1 Trustee, The
(age 74) term since Consultant and former Forward Funds
615 E. Michigan Street February Executive Vice President (35 portfolios).
Milwaukee, WI 53202 1997. and Chief Operating Officer

of ICI Mutual Insurance
Company (until January
1997).
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Name, Address
and Age

George J. Rebhan

(age 76)

615 E. Michigan Street
Milwaukee, W1 53202

George T. Wofford
(age 71)

615 E. Michigan Street
Milwaukee, WI 53202

Interested Trustee

Name, Address
and Age

Joe D. Redwine®

(age 63)

615 E. Michigan Street
Milwaukee, WI 53202

Officers

Name, Address
and Age

Joe D. Redwine

(age 63)

615 E. Michigan Street
Milwaukee, WI 53202

Douglas G. Hess

(age 43)

615 E. Michigan Street
Milwaukee, W1 53202

Cheryl L. King

(age 49)

615 E. Michigan Street
Milwaukee, WI 53202

Michael L. Ceccato
(age 53)

615 E. Michigan Street
Milwaukee, W1 53202

Position Held
with the Trust

Trustee

Trustee

Position Held
with the Trust

Term of
Office and
Length of
Time
Served

Indefinite
term since
May 2002.

Indefinite
term since
February

1997.

Term of Office

and Length of
Time Served

Interested Indefinite term
Trustee since
September
2008.
Position Held

with the Trust

Chairman and Chief
Executive Officer

President and Principal
Executive Officer

Treasurer and Principal
Financial Officer

Vice President, Chief
Compliance Officer and
AML Officer
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Principal Occupation
During Past Five Years

Retired; formerly President,
Hotchkis and Wiley Funds
(mutual funds) (1985 to
1993).

Retired; formerly Senior
Vice President, Federal
Home Loan Bank of San
Francisco.

Principal Occupation
During Past Five Years

President, CEO, U.S.
Bancorp Fund Services,
LLC (May 1991 to
present).

Term of Office
and Length of
Time Served

Indefinite term
since September
2007.

Indefinite term
since June
2003.

Number
of
Portfolios
in Fund
Complex
Overseen

y
Trustee®
1

Number of
Portfolios
in Fund
Complex
Overseen

Yy
Trustee®
1

Other
Directorships
Held During
Past Five Years

Independent
Trustee from
1999 to 2009,
E*TRADE
Funds.

None.

Other
Directorships
Held During
Past Five Years

None.

Principal Occupation
During Past Five Years

President, CEO, U.S.
Bancorp Fund Services, LLC
(May 1991 to present).

Vice President, Compliance
and Administration, U.S.
Bancorp Fund Services, LLC

(March 1997 to present).

Indefinite term
since December
2007.

Assistant Vice President,
Compliance and
Administration, U.S.

Bancorp Fund Services, LLC
(October 1998 to present).

Indefinite term
since September
2009.

Vice President, U.S. Bancorp
Fund Services, LLC
(February 2008 to present);

General Counsel/Controller,
Steinhafels, Inc. (September



1995 to February 2008).

Jeanine M. Bajczyk, Esq. Secretary Indefinite term Senior Vice President and
(age 45) since June Counsel, U.S. Bancorp Fund
615 E. Michigan Street 2007. Services, LLC (May 2006 to
Milwaukee, WI 53202 present); Senior Counsel,

Wells Fargo Funds
Management, LLC (May
2005 to May 2006); Senior
Counsel, Strong Financial
Corporation (January 2002 to
April 2005).

@ The Trustees of the Trust who are not “interested persons” of the Trust as defined under the 1940 Act
(“Independent Trustees”).

The Trust is comprised of numerous portfolios managed by unaffiliated investment advisors. The term “Fund
Complex” applies only to the Fund. The Fund does not hold itself out as related to any other series within the
Trust for investment purposes, nor does it share the same investment advisor with any other series.

Mr. Redwine is an “interested person” of the Trust as defined by the 1940 Act. Mr. Redwine is an interested
Trustee of the Trust by virtue of the fact that he is an interested person of Quasar Distributors, LLC who acts as
principal underwriter to the series of the Trust.

@

®)

Additional Information Concerning Our Board of Trustees

The Role of the Board

The Board provides oversight of the management and operations of the Trust. Like all mutual
funds, the day-to-day responsibility for the management and operation of the Trust is the
responsibility of various service providers to the Trust, such as the Trust’s investment advisors,
distributor, administrator, custodian, and transfer agent, each of whom are discussed in greater
detail in this SAI. The Board approves all significant agreements between the Trust and its
service providers, including the agreements with the investment advisors, distributor,
administrator, custodian and transfer agent. The Board has appointed various senior individuals
of certain of these service providers as officers of the Trust, with responsibility to monitor and
report to the Board on the Trust’s day-to-day operations. In conducting this oversight, the Board
receives regular reports from these officers and service providers regarding the Trust’s
operations. The Board has appointed a Chief Compliance Officer who administers the Trust’s
compliance program and regularly reports to the Board as to compliance matters. Some of these
reports are provided as part of formal “Board Meetings” which are typically held quarterly, in
person, and involve the Board’s review of recent Trust operations. From time to time one or
more members of the Board may also meet with Trust officers in less formal settings, between
formal “Board Meetings,” to discuss various topics. In all cases, however, the role of the Board
and of any individual Trustee is one of oversight and not of management of the day-to-day affairs
of the Trust and its oversight role does not make the Board a guarantor of the Trust’s investments,
operations or activities.

Board Leadership Structure

The Board has structured itself in a manner that it believes allows it to effectively perform its
oversight function. It has established four standing committees, an Audit Committee, a
Nominating Committee, a Qualified Legal Compliance Committee (the “QLCC”) and a Valuation
Committee, which are discussed in greater detail under “Board Committees,” below. Currently,
more than seventy-five percent (75%) of the members of the Board are Independent Trustees,
which are Trustees that are not affiliated with the Advisor or its affiliates or any other investment
advisor in the Trust, and each of the Audit Committee, Nominating Committee and QLCC are
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comprised entirely of Independent Trustees. The Independent Trustees have engaged their own
independent counsel to advise them on matters relating to their responsibilities in connection with
the Trust.

The Chairman of the Board is the Chief Executive Officer of the Trust and a Trustee; he is an
“interested person” of the Trust, as defined by the 1940 Act, by virtue of the fact that he is an
interested person of Quasar Distributors, LLC, the Trust’s Distributor and principal underwriter.
He is also the President and CEO of the administrator to the Trust. The President and Principal
Executive Officer of the Trust is not a Trustee, but rather is a senior employee of the
administrator who routinely interacts with the unaffiliated investment advisors of the Trust and
comprehensively manages the operational aspects of the funds in the Trust. The Trust has
appointed George J. Rebhan as lead Independent Trustee.

The Board reviews its structure annually. The Trust has determined that it is appropriate to
separate the Principal Executive Officer and Board Chairman positions because the day-to day
responsibilities of the Principal Executive Officer are not consistent with the oversight role of the
Trustees and because of the potential conflict of interest that may arise from the administrator’s
duties with the Trust. The Board has also determined that the appointment of a lead Independent
Trustee, the function and composition of the Audit Committee, the Nominating Committee, and
the QLCC are appropriate means to address any potential conflicts of interest that may arise from
the Chairman’s status as an Interested Trustee. Given the specific characteristics and
circumstances of the Trust as described above, the Trust has determined that the Board’s
leadership structure is appropriate.

Board Oversight of Risk Management

As part of its oversight function, the Board receives and reviews various risk management reports
and assessments and discusses these matters with appropriate management and other personnel.
Because risk management is a broad concept comprised of many elements (such as, for example,
investment risk, issuer and counterparty risk, compliance risk, operational risks, business
continuity risks, etc.) the oversight of different types of risks is handled in different ways. For
example, the Audit Committee meets regularly with the Chief Compliance Officer to discuss
compliance and operational risks. The Audit Committee also meets with the Treasurer and the
Trust’s independent public accounting firm to discuss, among other things, the internal control
structure of the Trust’s financial reporting function. The full Board receives reports from the
Advisor and portfolio managers as to investment risks as well as other risks that may be also
discussed in Audit Committee.

Information about Each Trustee’s Qualification, Experience, Attributes or Skills

The Board believes that each of the Trustees has the qualifications, experience, attributes and
skills (“Trustee Attributes™) appropriate to their continued service as Trustees of the Trust in light
of the Trust’s business and structure. Each of the Trustees has substantial business and
professional backgrounds that indicate they have the ability to critically review, evaluate and
access information provided to them. Certain of these business and professional experiences are
set forth in detail in the table above. In addition, the majority of the Trustees have served on
boards for organizations other than the Trust, as well as having served on the Board of the Trust
for a number of years. They therefore have substantial board experience and, in their service to
the Trust, have gained substantial insight as to the operation of the Trust. The Board annually
conducts a ‘self-assessment” wherein the effectiveness of the Board and individual Trustees is
reviewed.
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In addition to the information provided in the table above, below is certain additional information
concerning each particular Trustee and certain of their Trustee Attributes. The information
provided below, and in the table above, is not all-inclusive. Many Trustee Attributes involve
intangible elements, such as intelligence, integrity, work ethic, the ability to work together, the
ability to communicate effectively, the ability to exercise judgment, the ability to ask incisive
questions, and commitment to shareholder interests. In conducting its annual self-assessment, the
Board has determined that the Trustees have the appropriate attributes and experience to continue
to serve effectively as Trustees of the Trust.

Sallie P. Diederich. Ms. Diederich is experienced with financial, accounting, investment and
regulatory matters through her position as an independent mutual fund management consultant.
Prior to establishing her own consulting business, Ms. Diederich gained substantial experience in
mutual fund operations and accounting through senior positions at large mutual fund complexes.
Ms. Diederich is a Certified Public Accountant and serves as the Trust’s Audit Committee
Financial Expert.

Donald E. O’Connor. Mr. O’Connor has served on a number of mutual fund boards and is
experienced with financial, accounting, investment and regulatory matters through his prior
service as a trustee of The Forward Funds, Inc. and his prior position as Chief of the Branch of
Market Surveillance at the U.S. Securities and Exchange Commission. Mr. O’Connor also has
substantial experience in mutual fund operations through senior positions at industry trade
associations, including Vice President of Operations for the Investment Company Institute
covering accounting, transfer agent and custodian industry functions and Chief Operating Officer
of ICI Mutual, a captive insurance company focused exclusively on the insurance needs of mutual
funds, their directors, officers, and advisors.

George J. Rebhan. Mr. Rebhan has served on a number of mutual fund boards and is experienced
with financial, accounting, investment and regulatory matters through his prior service as a
trustee of E*Trade Funds and as President of the Hotchkis and Wiley mutual fund family.

Mr. Rebhan also has substantial investment experience through his former association with a
registered investment advisor.

Joe D. Redwine. Mr. Redwine has substantial mutual fund experience and is experienced with
financial, accounting, investment and regulatory matters through his position as President and
CEO of U.S. Bancorp Fund Services, LLC, a full service provider to mutual funds and alternative
investment products. In addition, he has extensive experience consulting with investment
advisors regarding the legal structure of mutual funds, distribution channel analysis and actual
distribution of those funds.

George T. Wofford. Mr. Wofford is experienced in financial, accounting, regulatory and
investment matters through his executive experience as a Senior Vice President of Federal Home
Loan Bank of San Francisco (“FHLB-SF”) where he was involved with the development of
FHLB-SF’s information technology infrastructure as well as legal and regulatory financial
reporting.

Board Committees
The Trust has established the following four standing committees and the membership of each
committee to assist in its oversight functions, including its oversight of the risks the Trust faces:

the Audit Committee, the QLCC, the Nominating Committee and the Valuation Committee.
There is no assurance, however, that the Board’s committee structure will prevent or mitigate
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risks in actual practice. The Trust’s committee structure is specifically not intended or designed
to prevent or mitigate each fund’s investment risks. Each fund is designed for investors that are
prepared to accept investment risk, including the possibility that as yet unforeseen risks may
emerge in the future.

The Audit Committee is comprised of all of the Independent Trustees. It does not include any
interested Trustee. The Audit Committee typically meets once per year with respect to the
various series of the Trust. The Audit Committee met once during the Fund’s last fiscal year with
respect to the Fund. The function of the Audit Committee, with respect to each series of the
Trust, is to review the scope and results of the audit and any matters bearing on the audit or the
Fund’s financial statements and to ensure the integrity of the Fund’s pricing and financial
reporting.

The Audit Committee also serves as the QLCC for the Trust for the purpose of compliance with
Rules 205.2(k) and 205.3(c) of the Code of Federal Regulations, regarding alternative reporting
procedures for attorneys retained or employed by an issuer who appear and practice before the
SEC on behalf of the issuer (the “issuer attorneys”). An issuer attorney who becomes aware of
evidence of a material violation by the Trust, or by any officer, director, employee, or agent of the
Trust, may report evidence of such material violation to the QLCC as an alternative to the
reporting requirements of Rule 205.3(b) (which requires reporting to the chief legal officer and
potentially “up the ladder” to other entities). The QLCC meets as needed and did not meet with
respect to the Fund during the Fund’s last fiscal year.

The Nominating Committee is responsible for seeking and reviewing candidates for consideration
as nominees for Trustees as is considered necessary from time to time and meets only as
necessary. During the fiscal year ended October 31, 2010, the Nominating Committee did not
meet with respect to the Fund. The Nominating Committee is currently comprised of Messts.
O’Connor, Rebhan and Wofford.

The Nominating Committee will consider nominees recommended by shareholders for vacancies
on the Board. Recommendations for consideration by the Nominating Committee should be sent
to the President of the Trust in writing together with the appropriate biographical information
concerning each such proposed nominee, and such recommendation must comply with the notice
provisions set forth in the Trust’s By-Laws. In general, to comply with such procedures, such
nominations, together with all required biographical information, must be delivered to and
received by the President of the Trust at the principal executive offices of the Trust between 120
and 150 days prior to the shareholder meeting at which any such nominee would be voted on.

The Board has delegated day-to-day valuation issues to a Valuation Committee that is comprised
of one or more Trustees and representatives from the Administrator’s staff. The function of the
Valuation Committee is to value securities held by any series of the Trust for which current and
reliable market quotations are not readily available. Such securities are valued at their respective
fair values as determined in good faith by the Valuation Committee and the actions of the
Valuation Committee are subsequently reviewed and ratified by the Board. The Valuation
Committee meets as needed and did not meet with respect to the Fund during the Fund’s last
fiscal year.

Trustee Ownership of Fund Shares and Other Interests
As of December 31, 2010, neither the Independent Trustees nor members of their immediate

family, own securities beneficially or of record in the Advisor, the Distributor, as defined below,
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or an affiliate of the Advisor or Distributor. Accordingly, neither the Independent Trustees nor
members of their immediate family, have direct or indirect interest, the value of which exceeds
$120,000, in the Advisor, the Distributor or any of their affiliates. In addition, during the two
most recently completed calendar years, neither the Independent Trustees nor members of their
immediate families have conducted any transactions (or series of transactions) in which the
amount involved exceeds $120,000 and to which the Advisor, the Distributor or any affiliate
thereof was a party.

The following table states the dollar range of equity securities of the Fund beneficially owned by
the Trustees as of December 31, 2010:

Aggregate Dollar

Dollar Range of Equity Range of Equity
Securities in the Fund Securities in all
(None, $1-$10,000, Registered Investment
$10,001-$50,000, Companies Overseen
$50,001-$100,000, Over by Trustee in Family of
Name of Trustee $100,000) Investment Companies
Sallie P. Diederich, Independent Trustee None None
Donald E. O’Connor, Independent Trustee None None
George J. Rebhan, Independent Trustee None None
George T. Wofford I, Independent Trustee $1-$10,000 $1-$10,000
Joe D. Redwine, Interested Trustee None None

Compensation. The Independent Trustees receive an annual trustee fee of $50,000 per year with
no additional fee for special meetings. The Trustees also receive reimbursement from the Trust
for expenses incurred in connection with attendance at regular meetings. This amount is
allocated among each of the current series of the Trust. The Trust has no pension or retirement
plan. No other entity affiliated with the Trust pays any compensation to the Trustees.

Pension or
Retirement Estimated Total
Aggregate Benefits Annual Compensation
Compensation Accrued as Benefits from Fund
from the Part of Fund Upon Complex Paid
Fund® Expenses Retirement  to Trustees®
Name of Independent Trustee
Sallie P. Diederich® $0 None None $0
Michael D. LeRoy $1,593 None None $1,593
Donald E. O’Connor $1,593 None None $1,593
George J. Rebhan $1,593 None None $1,593
George T. Wofford $1,593 None None $1,593
Name of Interested Trustee
Joe D. Redwine None None None None

W For the Fund’s fiscal year ended October 31, 2010.

@ There are currently numerous series comprising the Trust. The term “Fund Complex” refers only to the Fund and
not to any other series of the Trust. For the Fund’s fiscal year ended October 31, 2010, Independent Trustees’ fees
for the Trust were $194,000.

®)  Effective January 1, 2011, Ms. Diederich was appointed to the position of Independent Trustee.

@ Mr. LeRoy resigned from the Trust effective November 8, 2010.
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CODE OF ETHICS

The Trust, the Advisor and the Distributor have each adopted a Code of Ethics under Rule 17j-1
of the 1940 Act. These Codes of Ethics permit, subject to certain conditions, access persons of
the Advisor and Distributor to invest in securities that may be purchased or held by the Fund.

PROXY VOTING POLICY

The Board has adopted Proxy Voting Policies and Procedures (the “Proxy Policies”) on behalf of
the Trust which delegate the responsibility for voting proxies to the Advisor, subject to the
Board’s continuing oversight. The Policies require that the Advisor vote proxies received in a
manner consistent with the best interests of the Fund and its shareholders. The Proxy Policies
also require the Advisor to present to the Board, at least annually, the Advisor’s Proxy Voting
Policies and Procedures (“Advisor’s Proxy Policies”) and a record of each proxy voted by the
Advisor on behalf of the Fund, including a report on the resolution of all proxies identified by the
Advisor as involving a conflict of interest.

The Advisor has adopted proxy policies which underscore the Advisor’s concern that all proxy
voting decisions be made in the best interests of the Fund and that the Advisor will act in a
prudent and diligent manner intended to enhance the economic value of the assets of the Fund.

A general statement of voting policy and specific voting positions has been established by the
Advisor. The Advisor’s Proxy Policies are intended to serve as a guideline and to further the
economic value of each security held by the Fund. The Advisor’s Chief Compliance Officer or
designee will review the Advisor’s Proxy Policies and update them as necessary. Each proxy will
be considered individually, after a review of the following: i) the Advisor’s Proxy Policies; ii) the
written analysis and recommendation of an independent third party proxy service, currently
RiskMetrics Group (“RMG”); and iii) the recommended vote of the subject corporation’s
management.

Where a proxy proposal raises a material conflict between the Advisor’s interests and the Fund’s
interests, the Advisor will resolve the conflict by following the recommendation of RMG.

The Trust is required to annually file Form N-PX, which lists the Fund’s complete proxy voting
record for the 12-month period ending June 30. The Fund’s proxy voting record is available
without charge, upon request, by calling toll-free 1-866-205-0524 and on the SEC’s website at
WWW.SEC.goV.

CONTROL PERSONS, PRINCIPAL SHAREHOLDERS, AND MANAGEMENT
OWNERSHIP

A principal shareholder is any person who owns of record or beneficially 5% or more of the
outstanding shares of the Fund. A control person is one who owns beneficially or through
controlled companies more than 25% of the voting securities of a company or acknowledges the
existence of control. Shareholders with a controlling interest could affect the outcome of voting
or the direction of management of the Fund. As of January 31, 2011, the following shareholders
were considered to be either a control person or principal shareholder of the Fund:

Parent Type of
Name and Address Company Jurisdiction % Ownership Ownership
The Edgar Lomax Company* N/A N/A 41.92% Record
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Parent Type of
Name and Address Company Jurisdiction % Ownership Ownership

6564 Loisdale Court, Suite 310
Springfield, VA 22150

ING Life Insurance and Annuity Co. N/A N/A 23.34% Record
One Orange Way
Windsor, CT 06095

Nationwide Insurance Company N/A N/A 18.51% Record
P.O. Box 182029
Columbus, OH 43218

*  Control persons of the Fund.

Management Ownership Information. As of December 31, 2010, the Trustees and Officers of the
Trust, as a group, beneficially owned less than 1% of the outstanding shares of the Fund.

THE FUND’S INVESTMENT ADVISOR

Subject to the supervision of the Board, investment management and related services are provided
by the Advisor, pursuant to an investment advisory agreement (the “Advisory Agreement”)
between the Trust and the Advisor. Randall R. Eley controls the Advisor through his ownership
(over 25% of the Advisor). Mr. Eley is also the President and a director of the Advisor, as well as
a portfolio manager of the Fund.

Under the Advisory Agreement, the Advisor agrees to invest the assets of the Fund in accordance
with the Fund’s investment objective, policies and restrictions as set forth in the Fund’s and
Trust’s governing documents, including, without limitation, the Trust’s Declaration of Trust and
By-Laws; the Fund’s prospectus, statement of additional information, and undertakings; and such
other limitations, policies and procedures as the Board may impose from time to time in writing
to the Advisor. In providing such services, the Advisor shall at all times adhere to the provisions
and restrictions contained in the federal securities laws, applicable state securities laws, the
Internal Revenue Code of 1986, as amended (the “Code”), and other applicable law.

Without limiting the generality of the foregoing, the Advisor has agreed to (i) furnish the Fund
with advice and recommendations with respect to the investment of the Fund’s assets, (ii) effect
the purchase and sale of portfolio securities; (iii) manage and oversee the investments of the
Fund, subject to the ultimate supervision and direction of the Board; (iv) vote proxies and take
other actions with respect to the Fund’s securities; (v) maintain the books and records required to
be maintained with respect to the securities in the Fund’s portfolio; (vi) furnish reports,
statements and other data on securities, economic conditions and other matters related to the
investment of the Fund’s assets which the Trustees or the officers of the Trust may reasonably
request; and (vii) render to the Board such periodic and special reports as the Board may
reasonably request. The Advisor has also agreed, at its own expense, to maintain such staff and
employ or retain such personnel and consult with such other persons as it shall from time to time
determine to be necessary to the performance of its obligations under the Advisory Agreement.
Personnel of the Advisor may serve as officers of the Trust provided they do so without
compensation from the Trust. Without limiting the generality of the foregoing, the staff and
personnel of the Advisor shall be deemed to include persons employed or retained by the Advisor
to furnish statistical information, research, and other factual information, advice regarding
economic factors and trends, information with respect to technical and scientific developments,
and such other information, advice and assistance as the Advisor or the Board may desire and
reasonably request.
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With respect to the operation of the Fund, the Advisor has agreed to be responsible for the
expenses of printing and distributing extra copies of the Prospectus, SAI, and sales and
advertising materials (but not the legal, auditing or accounting fees attendant thereto) to
prospective investors (but not to existing shareholders); and the costs of any special Board
meetings or shareholder meetings convened for the primary benefit of the Advisor.

As compensation for its services, the Fund pays the Advisor a management fee at the rate
specified in the Prospectus. In addition to the fees payable to the Advisor, the Fund is responsible
for its own operating expenses, including: fees and expenses incurred in connection with the
issuance, registration and transfer of its shares; brokerage and commission expenses; all expenses
of transfer, receipt, safekeeping, servicing and accounting for the cash, securities and other
property of the Trust for the benefit of the Fund including all fees and expenses of its Custodian,
shareholder services agent and accounting services agent; interest charges on any borrowings;
costs and expenses of pricing and calculating its daily NAV per share and of maintaining its
books of account required under the 1940 Act; taxes, if any; a pro rata portion of expenditures in
connection with meetings of the Fund’s shareholders and the Board that are properly payable by
the Fund; salaries and expenses of officers and fees and expenses of members of the Board or
members of any advisory board or committee who are not members of, affiliated with or
interested persons of the Advisor or Administrator; insurance premiums on property or personnel
of the Fund which inure to its benefit, including liability and fidelity bond insurance; the cost of
preparing and printing reports, proxy statements, prospectuses and the statement of additional
information of the Fund or other communications for distribution to existing shareholders; legal,
auditing and accounting fees; trade association membership dues (including membership dues in
the Investment Company Institute allocable to the Fund); fees and expenses (including legal fees)
of registering and maintaining registration of its shares for sale under federal and applicable state
and foreign securities laws; all expenses of maintaining and servicing shareholder accounts,
including all charges for transfer, shareholder record keeping, dividend disbursing, redemption,
and other agents for the benefit of the Fund, if any; and all other charges and costs of its operation
plus any extraordinary and non-recurring expenses, except as otherwise prescribed in the
Advisory Agreement.

Though the Fund is responsible for its own operating expenses, the Advisor has contractually
agreed to waive a portion of its management fees payable to it by the Fund and/or pay Fund
expenses (excluding acquired fund fees and expenses, taxes, interest and extraordinary expenses)
in order to limit the Fund’s aggregate annual operating expenses to the limit set forth in the
expense table contained in the Prospectus (the “expense cap”) through at least February 29, 2012.
The term of the Fund’s operating expense limitation agreement is indefinite and it can only be
terminated upon a vote of the Board. Any waiver in management fees or payment of expenses
made by the Advisor may be recouped by the Advisor in subsequent fiscal years if the Advisor so
requests. The Advisor is permitted to recoup fee waivers and/or expense payments made in the
prior three fiscal years from the date the fees were waived and/or Fund expenses were paid. Any
such recoupment is contingent upon the subsequent review and ratification of the recouped
amounts by the Board. The Fund must pay current ordinary operating expenses before the
Advisor is entitled to any recoupment of fees and/or expenses. This recoupment may be
requested by the Advisor if the aggregate amount actually paid by the Fund toward operating
expenses for such fiscal year (taking into account the recoupment) does not exceed the expense
cap. In addition to the contractual expense cap, the Advisor has voluntarily agreed to waive a
portion of its management fee, as described in the Prospectus, depending upon Fund investment
performance.
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Under the Advisory Agreement, the Advisor will not be liable to the Trust or the Fund or any
shareholder for any act or omission in the course of, or connected with, rendering services or for
any loss sustained by the Trust except in the case of a breach of fiduciary duty with respect to the
receipt of compensation for services (in which case any award of damages will be limited as
provided in the 1940 Act) or of willful misfeasance, bad faith or gross negligence, or reckless
disregard of its obligations and duties under the Agreement.

The Advisory Agreement, if not terminated, will continue automatically for successive annual
periods, provided that such continuance is specifically approved at least annually (i) by a majority
vote of the Independent Trustees cast in person at a meeting called for the purpose of voting on
such approval, and (ii) by the Board or by vote of a majority of the outstanding voting securities
of the Fund.

The Advisory Agreement is terminable by vote of the Board or by the holders of a majority of the
outstanding voting securities of the Fund at any time without penalty, on 60 days’ written notice
to the Advisor. The Advisory Agreement also may be terminated by the Advisor on 60 days’
written notice to the Trust. The Advisory Agreement terminates automatically upon its
assignment (as defined in the 1940 Act).

Management Fees For Fiscal Years Ended

October 31,
2010 2009 2008
Management Fees Accrued $182,742 $139,261 $175,315
Management Fees Waived (contractual waiver) $140,136 $124,519 $134,373
Management Fees Waived (voluntary waiver) $6,072 $7,501 $40,942
Net Management Fees Paid to Advisor $36,534 $7,241 $0

THE FUND’S PORTFOLIO MANAGERS

Randall R. Eley and Phillip A. Titzer are responsible for the day-to-day management of the
Fund’s investment portfolio. The following table shows the number of other accounts managed
by Mr. Eley and Mr. Titzer and the total assets in the accounts managed within various categories
as of October 31, 2010.

Mr. Eley and Mr. Titzer

Number of
Accounts
with
Management
Fee Based
Number of Total on Total
Type of Accounts Accounts Assets Performance Assets
Registered Investment Companies 0 $0 0 $0
Other Pooled Investments 0 $0 0 $0
Other Accounts 42 $1.08 billion 0 $0

Material Conflict of Interest. The portfolio managers who have day-to-day management
responsibilities with respect to other accounts may be presented with potential or actual conflicts
of interest.

The management of other accounts may result in a portfolio manager devoting unequal time and
attention to the management of the Fund and/or other accounts. In approving the Advisory
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Agreement, the Board was satisfied that the portfolio managers would be able to devote sufficient
attention to the management of the Fund, and that the Advisor seeks to manage such competing
interests for the time and attention of the portfolio managers.

All large-cap value equity accounts are managed with the same investment style, and client/Fund
portfolios are substantially similar. With respect to securities transactions for the Fund, the
Advisor determines which broker to use to execute each transaction, consistent with its duty to
seek best execution of the transaction. For buy or sell transactions considered simultaneously for
the Fund and other accounts, orders are placed at the same time. The Fund and client accounts
are not generally invested in thinly traded or illiquid securities; therefore, there is not expected to
be a conflict in fulfilling investment opportunities.

Compensation. The portfolio managers receive a fixed annual salary in cash. The portfolio
managers’ salaries are comparable to other managers that manage similar type funds. Both
portfolio managers receive an annual bonus related to Advisor profitability. Mr. Eley participates
in a deferred compensation plan on a voluntary basis. The portfolio managers also participate in
a retirement plan in the form of a 401(k) profit sharing plan. Upon meeting certain tenure
requirements, all employees of the Advisor are awarded stock options in The Edgar Lomax
Company.

Securities Owned in the Fund by Portfolio Managers. As of October 31, 2010, the portfolio
managers owned the following securities in the Fund:

Dollar Range of Equity Securities
Beneficially Owned in the Fund
(None, $1-$10,000, $10,001-$50,000, $50,001-
$100,000, $100,001 - $500,000, $500,001 to

Name of Portfolio Manager $1,000,000, Over $1,000,000)
Randall R. Eley $1-$10,000
Phillip A. Titzer $100,001 - $500,000

THE FUND’S SERVICE PROVIDERS

Fund Administrator. Pursuant to an Administration Agreement (the “Administration
Agreement”), U.S. Bancorp Fund Services, LLC (the “Administrator”) acts as administrator for
the Fund. The Administrator provides certain administrative services to the Fund, including,
among other responsibilities, coordinating the negotiation of contracts and fees with, and the
monitoring of performance and billing of, the Fund’s independent contractors and agents;
preparation for signature by an officer of the Trust of all documents required to be filed for
compliance by the Trust and the Fund with applicable laws and regulations including those of the
securities laws of various states; arranging for the computation of performance data, including
NAYV per share and yield; responding to shareholder inquiries; arranging for the maintenance of
books and records of the Fund; monitoring the Fund’s compliance with the Fund’s investment
objective and restrictions; and providing, at its own expense, office facilities, equipment and
personnel necessary to carry out its duties. In this capacity, the Administrator does not have any
responsibility or authority for the management of the Fund, the determination of investment
policy, or for any matter pertaining to the distribution of Fund shares.

The Administration Agreement is terminable without penalty by the Trust on behalf of the Fund

or by the Administrator on 60 days’ written notice (as defined in the 1940 Act). The
Administration Agreement also provides that neither the Administrator nor its personnel shall be
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liable for any error of judgment or mistake of law or for any act or omission in the administration
of the Fund, except for willful misfeasance, bad faith or negligence in the performance of its or
their duties or by reason of reckless disregard of its or their obligations and duties under the
Administration Agreement. Additionally, the Administrator provides Chief Compliance Officer
Services to the Trust under a separate agreement. The cost for the Chief Compliance Officer
services is allocated to the Fund by the Board.

Administration Fees
Paid During Fiscal Years Ended October 31,
2010 2009 2008
U.S. Bancorp Fund Services, LLC $45,685 $35,943 $43,852

Custodian and Transfer Agent. U.S. Bank National Association, located at Custody
Operations, 1555 North River Center Drive, Suite 302, Milwaukee, Wisconsin 53212, acts as
Custodian of the securities and other assets of the Fund, holds the Fund’s portfolio securities in
safekeeping and keeps all necessary records and documents relating to its duties. The Custodian
is compensated with an asset-based fee plus transaction fees and is reimbursed for out-of-pocket
expenses. U.S. Bancorp Fund Services, LLC also acts as the Fund’s accountant and transfer and
dividend disbursing agent (“Transfer Agent”). The Custodian and Transfer Agent do not
participate in decisions relating to the purchase and sale of securities by the Fund. The Custodian,
Distributor, Transfer Agent, and Administrator are affiliated entities under the common control of
U.S. Bancorp. The Custodian and its affiliates may participate in revenue sharing arrangements
with service providers of mutual funds in which the Fund may invest.

Independent Registered Public Accounting Firm and Legal Counsel. Tait, Weller & Baker
LLP, 1818 Market Street, Suite 2400, Philadelphia, Pennsylvania 19103, is the independent
registered public accounting firm for the Fund, whose services include auditing the Fund’s
financial statements and the performance of related tax services. Paul, Hastings, Janofsky &
Walker, LLP (“Paul Hastings™), 75 East 55" Street, New York, New York 10022, is counsel to
the Fund. Paul Hastings also serves as independent legal counsel to the Board.

Distributor. The Trust has entered into a Distribution Agreement (the “Distribution
Agreement”) with Quasar Distributors, LLC, 615 E. Michigan Street, Milwaukee, Wisconsin
53202 (“Quasar” or the “Distributor”), pursuant to which Quasar acts as the Fund’s distributor,
provides certain administration services and promotes and arranges for the sale of the Fund’s
shares. The Fund engages in a continuous offering of its shares. The Distributor is registered as a
broker-dealer under the Securities Exchange Act of 1934, as amended, and is a member of
FINRA.

The Distribution Agreement will continue in effect only if such continuance is specifically
approved at least annually by the Board or by vote of a majority of the Fund’s outstanding voting
securities and, in either case, by a majority of the Trustees who are not parties to the Distribution
Agreement or “interested persons” (as defined in the 1940 Act) of any such party. The
Distribution Agreement was re-approved at a meeting of the Board on December 9, 2010. The
Distribution Agreement is terminable without penalty by the Trust on behalf of the Fund on 60
days’ written notice when authorized either by a majority vote of the Fund’s shareholders or by
vote of a majority of the Board , including a majority of the Trustees who are not “interested
persons” (as defined in the 1940 Act) of the Trust, or by the Distributor on 60 days’ written
notice, and will automatically terminate in the event of its “assignment” (as defined in the 1940
Act).
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PORTFOLIO TRANSACTIONS AND BROKERAGE

Pursuant to the Advisory Agreement, the Advisor determines which securities are to be purchased
and sold by the Fund and which broker-dealers will be used to execute the Fund’s portfolio
transactions. Purchases and sales of securities in the over-the-counter market will be executed
directly with a “market-maker” unless, in the opinion of the Advisor, a better price and execution
can otherwise be obtained by using a broker for the transaction.

Purchases of portfolio securities for the Fund also may be made directly from issuers or from
underwriters. Where possible, purchase and sale transactions will be made through dealers
(including banks) which specialize in the types of securities which the Fund will be holding,
unless better executions are available elsewhere. Dealers and underwriters usually act as
principal for their own account. Purchases from underwriters will include a concession paid by
the issuer to the underwriter and purchases from dealers will include the spread between the bid
and the asked price. If the execution and price offered by more than one broker, dealer or
underwriter are comparable, the order may be allocated to a broker, dealer or underwriter that has
provided research or other services as discussed below.

In placing portfolio transactions, the Advisor will seek best execution. The full range and quality
of services available will be considered in making these determinations, such as the size of the
order, the difficulty of execution, the operational facilities of the firm involved, the firm’s risk in
positioning a block of securities, and other factors. The Advisor considers such information,
which is in addition to and not in lieu of the services required to be performed by it under its
Advisory Agreement with the Fund, to be useful in varying degrees, but of indeterminable value.
Portfolio transactions may be placed with broker-dealers who sell shares of the Fund subject to
rules adopted by FINRA.

While it is the Advisor’s general policy to seek best execution to obtain the most favorable price
and execution available, in selecting a broker-dealer to execute portfolio transactions for the
Fund, when it is determined that more than one broker-dealer can deliver best execution, weight
is also given to the ability of a broker-dealer to furnish brokerage and research services to the
Fund or to the Advisor, even if the specific services are not directly useful to the Fund and may
be useful to the Advisor in advising other clients. Brokerage and research services include, but
are not limited to, publications, analyses, and reports concerning issuers, industries, securities,
economic factors and trends. In negotiating commissions with a broker or evaluating the spread
to be paid to a dealer, the Fund may therefore pay a higher commission or spread than would be
the case if no weight were given to the furnishing of these supplemental services, provided that
the amount of such commission or spread has been determined in good faith by the Advisor to be
reasonable in relation to the value of the brokerage and/or research services provided by such
broker-dealer. The standard of reasonableness is to be measured in light of the Advisor’s overall
responsibilities to the Fund. The Board will review quarterly the Advisor’s performance of its
responsibilities in connection with the placement of portfolio transactions on behalf of the Fund.
Such review is conducted for the purpose of determining if the markups and commissions, if any,
paid by the Fund are reasonable in relation to the benefits received by the Fund taking into
account the competitive practices of the industry.

Investment decisions for the Fund are made independently from those of other client accounts
managed or advised by the Advisor. Nevertheless, it is possible that at times identical securities
will be acceptable for both the Fund and one or more of such client accounts. In such event, the
position of the Fund and such client account(s) in the same issuer may vary and the length of time
that each may choose to hold its investment in the same issuer may likewise vary. However, to
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the extent any of these client accounts seeks to acquire the same security as the Fund at the same
time, the Fund may not be able to acquire as large a portion of such security as it desires, or it
may have to pay a higher price or obtain a lower yield for such security. Similarly, the Fund may
not be able to obtain as high a price for, or as large an execution of, an order to sell any particular
security at the same time. 1f one or more of such client accounts simultaneously purchases or
sells the same security that the Fund is purchasing or selling, each day’s transactions in such
security will be allocated between the Fund and all such client accounts in a manner deemed
equitable by the Advisor, taking into account the respective sizes of the accounts and the amount
being purchased or sold. It is recognized that in some cases this system could have a detrimental
effect on the price or value of the security insofar as the Fund is concerned. In other cases,
however, it is believed that the ability of the Fund to participate in volume transactions may
produce better executions for the Fund.

The Fund does not place securities transactions through brokers as compensation for selling
shares of the Fund, but broker-dealers who execute brokerage transactions may effect purchases
of shares of the Fund for their customers.

Aggregate Brokerage Commissions
Paid during Fiscal Years Ended October 31,
2010 2009 2008
$24,352 $41,663 $26,945

The table below indicates the portion of the Fund’s aggregate brokerage for fiscal year ended
October 31,2010 (from the table above) that was directed to brokers who, in addition to
providing trade execution, also supplied the Fund with research services.

Fiscal Year Ended October 31, 2010

Dollar Value of Securities Traded Related Soft Dollar Brokerage Commissions
$4,609,543 $3,581

The Fund may invest in the securities of its regular broker/dealers who have executed trades for
the Fund. However, for the fiscal year ended October 31, 2010, the Fund did not invest in the
securities of its regular broker/dealers.

ADDITIONAL PURCHASE AND REDEMPTION INFORMATION

The information provided below supplements the information contained in the Prospectus
regarding the purchase and redemption of Fund shares.

How to Buy Shares. The public offering price of Fund shares is the NAV per share. Shares are
purchased at the public offering price next determined after the Transfer Agent receives your
order in proper form. In most cases, in order to receive that day’s NAV per share, the Transfer
Agent must receive your order in proper form before the close of regular trading on the New
York Stock Exchange (“NYSE”), normally, 4:00 p.m., Eastern Time.

The NYSE annually announces the days on which it will not be open for trading. The most
recent announcement indicates that it will not be open on the following days: New Year’s Day,
Martin Luther King Jr. Day, Washington’s Birthday/Presidents’ Day, Good Friday, Memorial
Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day. However, the NYSE
may close on days not included in that announcement.
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The Trust reserves the right in its sole discretion (i) to suspend the continued offering of the
Fund’s shares, (ii) to reject purchase orders in whole or in part when in the judgment of the
Advisor or the Distributor such rejection is in the best interest of the Fund, and (iii) to reduce or
waive the minimum for initial and subsequent investments for certain fiduciary accounts or under
circumstances where certain economies can be achieved in sales of the Fund’s shares.

How to Sell Shares. You can sell your Fund shares any day the NYSE is open for regular
trading. The Fund may require documentation for the sale of shares by a corporation, partnership,
agent or fiduciary, or a surviving joint owner. Contact the Transfer Agent at 1-866-205-0524 for
details. Certain redemption requests require a signature guarantee as described in the Prospectus.

Delivery of Redemption Proceeds. Payments to shareholders for shares of the Fund redeemed
directly from the Fund will be made as promptly as possible but no later than seven days after
receipt by the Fund’s Transfer Agent of the written request in proper form, with the appropriate
documentation as stated in the Prospectus, except that the Fund may suspend the right of
redemption or postpone the date of payment during any period when (a) trading on the NYSE is
restricted as determined by the SEC or the NYSE is closed for other than weekends and holidays;
(b) an emergency exists as determined by the SEC making disposal of portfolio securities or
valuation of net assets of the Fund not reasonably practicable; or (c) for such other period as the
SEC may permit for the protection of the Fund’s shareholders. Under unusual circumstances, the
Fund may suspend redemptions, or postpone payment for more than seven days, but only as
authorized by SEC rules.

The value of shares on redemption or repurchase may be more or less than the investor’s cost,
depending upon the market value of the Fund’s portfolio securities at the time of redemption or
repurchase.

Telephone Redemptions. Upon receipt of any instructions or inquiries by telephone from a
shareholder or, if held in a joint account, from either party, or from any person claiming to be the
shareholder, the Fund or its agent is authorized, without notifying the shareholder or joint account
parties, to carry out the instructions or to respond to the inquiries, consistent with the service
options chosen by the shareholder or joint shareholders in his or their latest account application or
other written request for services, including purchasing or redeeming shares of the Fund and
depositing and withdrawing monies from the bank account specified in the Bank Information
section of the shareholder’s latest account application or as otherwise properly specified to the
Fund in writing.

The Transfer Agent will employ reasonable procedures to confirm that instructions
communicated by telephone are genuine; if it fails to employ reasonable procedures, the Fund and
the Transfer Agent may be liable for any losses due to unauthorized or fraudulent instructions. If
these procedures are followed, an investor agrees, however, that to the extent permitted by
applicable law, neither the Fund nor its agents will be liable for any loss, liability, cost or expense
arising out of any redemption request, including any fraudulent or unauthorized request. For
information, consult the Transfer Agent.

During periods of unusual market changes and shareholder activity, you may experience delays in
contacting the Transfer Agent by telephone. In this event, you may wish to submit a written
redemption request, as described in the Prospectus. The telephone redemption privilege may be
modified or terminated without notice.
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Redemptions-In-Kind. The Fund has reserved the right to pay the redemption price of its
shares, either totally or partially, by a distribution in-kind of portfolio securities (instead of cash).
The securities so distributed would be valued at the same amount as that assigned to them in
calculating the NAV per share for the shares being sold. If a shareholder receives a distribution
in-kind, the shareholder could incur brokerage or other charges in converting the securities to
cash. The Trust has filed an election under SEC Rule 18f-1 committing to pay in cash all
redemptions by a shareholder of record up to amounts specified by the rule (approximately
$250,000).

Automatic Investment Plan. As discussed in the Prospectus, the Fund provides an Automatic
Investment Plan for the convenience of investors who wish to purchase shares of the Fund on a
regular basis. All record keeping and custodial costs of the Automatic Investment Plan are paid
by the Fund. The market value of the Fund’s shares is subject to fluctuation, so before
undertaking any plan for systematic investment, the investor should keep in mind that this plan
does not assure a profit nor protect against depreciation in declining markets.

DETERMINATION OF NET ASSET VALUE

The NAYV per share of the Fund’s shares will fluctuate and is determined as of the close of trading
on the NYSE (generally 4:00 p.m., Eastern Time) each business day.

The NAYV per share is computed by dividing the value of the securities held by the Fund plus any
cash or other assets (including interest and dividends accrued but not yet received) minus all
liabilities (including accrued expenses) by the total number of shares in the Fund outstanding at
such time.

Generally, the Fund’s investments are valued at market value or, in the absence of a market value,
at fair value as determined in good faith by the Advisor and the Trust’s Valuation Committee
pursuant to procedures approved by or under the direction of the Board. Pursuant to those
procedures, the Board considers, among other things: (1) the last sales price on the securities
exchange, if any, on which a security is primarily traded; (2) the mean between the bid and asked
prices; (3) price quotations from an approved pricing service; and (4) other factors as necessary to
determine a fair value under certain circumstances.

Securities that are traded on more than one exchange are valued on the exchange determined by
the Advisor to be the primary market. Securities primarily traded in the National Association of
Securities Dealers Automated Quotation (“Nasdaq™) Global Market System for which market
guotations are readily available shall be valued using the Nasdaq Official Closing Price
(“NOCP”). If the NOCP is not available, such securities shall be valued at the last sale price on
the day of valuation, or if there has been no sale on such day, at the mean between the bid and
asked prices. Over-the-counter (“OTC”) securities which are not traded in the Nasdaq Global
Market System shall be valued at the most recent sales price.

Short-term debt obligations with remaining maturities in excess of 60 days are valued at current
market prices, as discussed above. Short-term securities with 60 days or less remaining to
maturity are, unless conditions indicate otherwise, amortized to maturity based on their cost to the
Fund if acquired within 60 days of maturity or, if already held by the Fund on the 60th day, based
on the value determined on the 61* day.

Corporate debt securities are valued on the basis of valuations provided by dealers in those
instruments, by an independent pricing service, approved by the Board, or at fair value as
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determined in good faith by procedures approved by the Board. Any such pricing service, in
determining value, will use information with respect to transactions in the securities being valued,
quotations from dealers, market transactions in comparable securities, analyses and evaluations of
various relationships between securities and yield to maturity information.

All other assets of the Fund are valued in such manner as the Board in good faith deems
appropriate to reflect their fair value.

TAX MATTERS

Each series of the Trust is treated as a separate entity for federal income tax purposes. The Fund,
as a series of the Trust, has elected to qualify and intends to continue to qualify to be treated as a
regulated investment company under Subchapter M of the Code, provided it complies with all
applicable requirements regarding the source of its income, diversification of its assets and timing
and amount of distributions. The Fund’s policy is to distribute to its shareholders all of its
investment company taxable income and any net realized long-term capital gains for each fiscal
year in a manner that complies with the distribution requirements of the Code, so that the Fund
will not be subject to any federal income or excise taxes. However, the Fund can give no
assurances that distributions will be sufficient to eliminate all taxes. To avoid the nondeductible
excise tax, the Fund must also distribute (or be deemed to have distributed) by December 31 of
each calendar year (i) at least 98% of its ordinary income for such year, (ii) at least 98.2% of the
excess of its realized capital gains over its realized capital losses for the 12-month period ending
on October 31 during such year and (iii) any amounts from the prior calendar year that were not
distributed and on which the Fund or its shareholders paid no federal income tax.

Net investment income generally consists of interest and dividend income, less expenses. Net
realized capital gains for a fiscal period are computed by taking into account any capital loss
carryforward of the Fund.

At October 31, 2010, the Fund had capital loss carryforwards of $4,856,550, which expire in
2017. To the extent the Fund realizes future net capital gains, the gains will be offset by any
available capital loss carryforward.

Under recently enacted legislation, capital losses sustained in future taxable years will not expire
and may be carried over by the Fund without limitation.

Distributions of net investment income and net short-term capital gains are taxable to
shareholders as ordinary income. For individual shareholders, a portion of the distributions paid
by the Fund may be qualified dividend income currently eligible for taxation at long-term capital
gain rates to the extent the Fund reports the amount distributed as a qualifying dividend and
certain holding period requirements are met. In the case of corporate shareholders, a portion of
the distributions may qualify for the intercorporate dividends-received deduction to the extent the
Fund reports the amount distributed as a qualifying dividend and certain holding period
requirements are met. The aggregate amount so reported to either individual or corporate
shareholders cannot, however, exceed the aggregate amount of qualifying dividends received by
the Fund for its taxable year. In view of the Fund’s investment policies, it is expected that
dividends from domestic corporations will be part of the Fund’s gross income and that,
accordingly, part of the distributions by the Fund may be eligible for qualified dividend income
treatment for individual shareholders, or for the dividends-received deduction for corporate
shareholders. However, the portion of the Fund’s gross income attributable to qualifying
dividends is largely dependent on the Fund’s investment activities for a particular year and
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therefore cannot be predicted with any certainty. Further, the dividends-received deduction may
be reduced or eliminated if Fund shares held by a corporate investor are treated as debt-financed
or are held for less than 46 days.

Any long-term capital gain distributions are taxable to shareholders as long-term capital gains
regardless of the length of time shares have been held. Capital gain distributions are not eligible
for qualified dividend income treatment or the dividends-received deduction referred to in the
previous paragraph. Distributions of any net investment income and net realized capital gains
will be taxable as described above, whether received in shares or in cash. Shareholders who
choose to receive distributions in the form of additional shares will have a cost basis for federal
income tax purposes in each share so received equal to the NAV of a share on the reinvestment
date. Distributions are generally taxable when received or deemed to be received. However,
distributions declared in October, November or December to shareholders of record on a date in
such a month and paid the following January are taxable as if received on December 31.
Distributions are includable in alternative minimum taxable income in computing a shareholder’s
liability for the alternative minimum tax.

Redemption of Fund shares may result in recognition of a taxable gain or loss. Any loss realized
upon redemption of shares within six months from the date of their purchase will be treated as a
long-term capital loss to the extent of any amounts treated as distributions of long-term capital
gains during such six-month period. Any loss realized upon a redemption may be disallowed
under certain wash sale rules to the extent shares of the same Fund are purchased (through
reinvestment of distributions or otherwise) within 30 days before or after the redemption.

Under the Code, the Fund will be required to report to the Internal Revenue Service all
distributions of taxable income and capital gains as well as gross proceeds from the redemption of
Fund shares, except in the case of exempt shareholders, which includes most corporations.
Pursuant to the backup withholding provisions of the Code, distributions of any taxable income
and capital gains and proceeds from the redemption of Fund shares may be subject to backup
withholding of federal income tax (currently at the rate of 28%) in the case of non-exempt
shareholders who fail to furnish the Fund with their taxpayer identification numbers and with
required certifications regarding their status under the federal income tax law. If the backup
withholding provisions are applicable, any such distributions and proceeds, whether taken in cash
or reinvested in additional shares, will be reduced by the amounts required to be withheld.
Corporate and other exempt shareholders should provide the Fund with their taxpayer
identification numbers or certify their exempt status in order to avoid possible erroneous
application of backup withholding. Backup withholding is not an additional tax and any amount
withheld may be credited against a shareholder’s ultimate federal income tax liability if proper
documentation is provided. The Fund reserves the right to refuse to open an account for any
person failing to provide a certified taxpayer identification number.

The foregoing discussion of U.S. federal income tax law relates solely to the application of that
law to U.S. citizens or residents and U.S. domestic corporations, partnerships, trusts and estates.
Each shareholder who is not a U.S. person should consider the U.S. and foreign tax consequences
of ownership of shares of the Fund, including the possibility that such a shareholder may be
subject to a U.S. withholding tax at a rate of 30% (or at a lower rate under an applicable income
tax treaty) on amounts constituting ordinary income.

This discussion and the related discussion in the Prospectus have been prepared by Fund

management. The information above is only a summary of some of the tax considerations
generally affecting the Fund and its shareholders. No attempt has been made to discuss
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individual tax consequences and this discussion should not be construed as applicable to all
shareholders’ tax situations. Investors should consult their own tax advisors to determine the
suitability of the Fund and the applicability of any federal, state, local or foreign taxation. Paul
Hastings has expressed no opinion in respect thereof.

DIVIDENDS AND DISTRIBUTIONS

The Fund will receive income in the form of dividends and interest earned on its investments in
securities. This income, less the expenses incurred in its operations, is the Fund’s net investment
income, substantially all of which will be declared as dividends to the Fund’s shareholders.

The amount of income dividend payments by the Fund is dependent upon the amount of net
investment income received by the Fund from its portfolio holdings, is not guaranteed and is
subject to the discretion of the Board. The Fund does not pay “interest” or guarantee any fixed
rate of return on an investment in its shares.

The Fund also may derive capital gains or losses in connection with sales or other dispositions of
its portfolio securities. Any net gain the Fund may realize from transactions involving
investments held less than the period required for long-term capital gain or loss recognition or
otherwise producing short-term capital gains and losses (taking into account any carryover of
capital losses from the eight previous taxable years), although a distribution from capital gains,
will be distributed to shareholders with and as a part of dividends giving rise to ordinary income.
If during any year the Fund realizes a net gain on transactions involving investments held more
than the period required for long-term capital gain or loss recognition or otherwise producing
long-term capital gains and losses, the Fund will have a net long-term capital gain. After
deduction of the amount of any net short-term capital loss, the balance (to the extent not offset by
any capital losses carried over from the eight previous taxable years) will be distributed and
treated as long-term capital gains in the hands of the shareholders regardless of the length of time
the Fund’s shares may have been held by the shareholders. For more information concerning
applicable capital gains tax rates, see your tax advisor.

Any dividend or distribution paid by the Fund reduces the Fund’s NAV per share on the date paid
by the amount of the dividend or distribution per share. Accordingly, a dividend or distribution
paid shortly after a purchase of shares by a shareholder would represent, in substance, a partial
return of capital (to the extent it is paid on the shares so purchased), even though it would be
subject to income taxes.

Dividends and other distributions will be made in the form of additional shares of the Fund unless
the shareholder has otherwise indicated. Investors have the right to change their elections with
respect to the reinvestment of dividends and distributions by notifying the Transfer Agent in
writing, but any such change will be effective only as to dividends and other distributions for
which the record date is seven or more business days after the Transfer Agent has received the
written request.

ANTI-MONEY LAUNDERING PROGRAM

The Trust has established an Anti-Money Laundering Compliance Program (the “Program”) as
required by the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 (“USA PATRIOT Act”). In order to ensure
compliance with this law, the Trust’s Program provides for the development of internal practices,
procedures and controls, designation of anti-money laundering compliance officers, an ongoing
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training program and an independent audit function to determine the effectiveness of the
Program.

Procedures to implement the Program include, but are not limited to, determining that the Fund’s
Distributor and Transfer Agent have established proper anti-money laundering procedures,
reporting suspicious and/or fraudulent activity, checking shareholder names against designated
government lists, including Office of Foreign Asset Control (“OFAC™), and a complete and
thorough review of all new opening account applications. The Trust will not transact business
with any person or entity whose identity cannot be adequately verified under the provisions of the
USA PATRIOT Act.

GENERAL INFORMATION

Investors in the Fund will be informed of the Fund’s progress through periodic reports. Financial
statements certified by the independent registered public accounting firm will be submitted to
shareholders annually.

The Trust’s Declaration of Trust permits the Trustees to issue an unlimited number of full and
fractional shares of beneficial interest and to divide or combine the shares into a greater or lesser
number of shares without thereby changing the proportionate beneficial interest in the Fund. Each
share represents an interest in the Fund proportionately equal to the interest of each other share.
Upon the Fund’s liquidation, all shareholders would share pro rata in the net assets of the Fund
available for distribution to shareholders.

The Declaration of Trust does not require the issuance of stock certificates and no stock
certificates have been issued for the Fund.

The Board has created numerous series of shares, and may create additional series in the future,
each of which has separate assets and liabilities. Income and operating expenses not specifically
attributable to a particular Fund are allocated fairly among the Funds by the Trustees, generally
on the basis of the relative net assets of each Fund.

Rule 18f-2 under the 1940 Act provides that as to any investment company which has two or
more series outstanding and as to any matter required to be submitted to shareholder vote, such
matter is not deemed to have been effectively acted upon unless approved by the holders of a
“majority” (as defined in the Rule) of the voting securities of each series affected by the matter.
Such separate voting requirements do not apply to the election of Trustees or the ratification of
the selection of accountants. The Rule contains special provisions for cases in which an advisory
contract is approved by one or more, but not all, series. A change in investment policy may go
into effect as to one or more series whose holders so approve the change even though the required
vote is not obtained as to the holders of other affected series.

With respect to the Fund, the Trust may offer more than one class of shares. The Trust has
reserved the right to create and issue additional series or classes. Each share of a series or class
represents an equal proportionate interest in that series or class with each other share of that series
or class. Currently, the Fund has only one class of shares.

The shares of each series or class participate equally in the earnings, dividends and assets of the
particular series or class. Expenses of the Trust which are not attributable to a specific series or
class are allocated amount all the series in a manner believed by management of the Trust to be
fair and equitable. Shares have no pre-emptive or conversion rights. Shares, when issued, are

B-32



fully paid and non-assessable, except as set forth below. Shareholders are entitled to one vote for
each share held. Shares of each series or class generally vote together, except when required
under federal securities laws to vote separately on matters that only affect a particular class, such
as the approval of distribution plans for a particular class.

The Trust is not required to hold annual meetings of shareholders but will hold special meetings
of shareholders of a series or class when, in the judgment of the Trustees, it is necessary or
desirable to submit matters for a shareholder vote. Shareholders have, under certain
circumstances, the right to communicate with other shareholders in connection with requesting a
meeting of shareholders for the purpose of removing one or more Trustees. Shareholders also
have, in certain circumstances, the right to remove one or more Trustees without a meeting. No
material amendment may be made to the Declaration of Trust without the affirmative vote of the
holders of a majority of the outstanding shares of each portfolio affected by the amendment. The
Declaration of Trust provides that, at any meeting of shareholders of the Trust or of any series or
class, a Shareholder Servicing Agent may vote any shares as to which such Shareholder Servicing
Agent is the agent of record and which are not represented in person or by proxy at the meeting,
proportionately in accordance with the votes cast by holders of all shares of that portfolio
otherwise represented at the meeting in person or by proxy as to which such Shareholder
Servicing Agent is the agent of record. Any shares so voted by a Shareholder Servicing Agent
will be deemed represented at the meeting for purposes of quorum requirements. Any series or
class may be terminated at any time by vote of a majority of the shares of that series or by the
Trustees by written notice to the shareholders of that series. Unless each series and class is so
terminated, the Trust will continue indefinitely.

The Declaration of Trust also provides that the Trust shall maintain appropriate insurance (for
example, fidelity bonding and errors and omissions insurance) for the protection of the Trust, its
shareholders, Trustees, officers, employees and agents covering possible tort and other liabilities.

FINANCIAL STATEMENTS
The annual report for the Fund for the fiscal year ended October 31, 2010, is a separate document
supplied upon request and the financial statements, accompanying notes and reports of the

independent registered public accounting firm appearing therein are incorporated by reference in
this SAL.
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APPENDIX
SHORT-TERM RATINGS
Standard & Poor’s Short-Term Issue Credit Ratings

A Standard & Poor’s issue credit rating is a current opinion of the creditworthiness of an obligor
with respect to a specific financial obligation, a specific class of financial obligations, or a
specific financial program (including ratings on medium-term note programs and commercial
paper programs). It takes into consideration the creditworthiness of guarantors, insurers, or other
forms of credit enhancement on the obligation and takes into account the currency in which the
obligation is denominated. The opinion evaluates the obligor’s capacity and willingness to meet
its financial commitments as they come due, and may assess terms, such as collateral security and
subordination, which could affect ultimate payment in the event of default. The issue credit
rating is not a recommendation to purchase, sell, or hold a financial obligation, inasmuch as it
does not comment as to market price or suitability for a particular investor.

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

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

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.
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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 meet 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.

Dual Ratings

Standard & Poor’s assigns “dual” ratings to all debt issues that have a put option or demand
feature as part of their structure. The first rating addresses the likelihood of repayment of
principal and interest as due, and the second rating addresses only the demand feature. The long-
term rating symbols are used for bonds to denote the long-term maturity and the short-term rating
symbols for the put option (for example, ‘AAA/A-1+"). With U.S. municipal short-term demand
debt, note rating symbols are used with the short-term issue credit rating symbols (for example,
‘SP-1+/A-1+").

Local Currency and Foreign Currency Risks

Country risk considerations are a standard part of Standard & Poor’s analysis for credit ratings on
any issuer or issue. Currency of repayment is a key factor in this analysis. An obligor’s capacity
to repay foreign currency obligations may be lower than its capacity to repay obligations in its
local currency due to the sovereign government’s own relatively lower capacity to repay external
versus domestic debt. These sovereign risk considerations are incorporated in the debt ratings
assigned to specific issues. Foreign currency issuer ratings are also distinguished from local
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currency issuer ratings to identify those instances where sovereign risks make them different for
the same issuer.

Moody’s Short-Term Debt Ratings
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:

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

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

Prime-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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