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PART I
ITEM 1. BUSINESS
GENERAL

AmeriServ Financial, Inc. (the Company) is a bank holding company organized under the Pennsylvania Business
Corporation Law. The Company became a holding company upon acquiring all of the outstanding shares of
AmeriServ Financial Bank (the Bank) on January 5, 1983. The Company s other wholly owned subsidiaries include
AmeriServ Trust and Financial Services Company (the Trust Company) formed in October 1992, and AmeriServ Life
Insurance Company (AmeriServ Life) formed in October 1987.

The Company s principal activities consist of owning and operating its three wholly owned subsidiary entities. At
December 31, 2008, the Company had, on a consolidated basis, total assets, deposits, and shareholders equity of
$967 million, $695 million and $113 million, respectively. The Company and its subsidiaries derive substantially all
of their income from banking and bank-related services. The Company functions primarily as a coordinating and
servicing unit for its subsidiary entities in general management, accounting and taxes, loan review, auditing,
investment accounting, marketing and insurance risk management.

As previously stated, the Company is a bank holding company and is subject to supervision and regular
examination by the Federal Reserve Bank of Philadelphia and the Pennsylvania Department of Banking. The
Company is also under the jurisdiction of the Securities and Exchange Commission (SEC) for matters relating to
offering and sale of its securities. The Company is subject to the disclosure and regulatory requirements of the
Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as amended, as administered by the
SEC. The Company is listed on the NASDAQ Stock Market under the trading symbol ASRYV, and is subject to the
rules of NASDAQ for listed companies.

AMERISERV FINANCIAL BANKING SUBSIDIARY

AmeriServ Financial Bank

The Bank is a state bank chartered under the Pennsylvania Banking Code of 1965, as amended. Through 18
locations in Allegheny, Cambria, Centre, Somerset, and Westmoreland Counties, Pennsylvania, AmeriServ Financial
Bank conducts a general banking business. It is a full-service bank offering (i) retail banking services, such as
demand, savings and time deposits, money market accounts, secured and unsecured loans, mortgage loans, safe
deposit boxes, holiday club accounts, collection services, money orders, and traveler s checks; (ii) lending, depository
and related financial services to commercial, industrial, financial, and governmental customers, such as real
estate-mortgage loans, short- and medium-term loans, revolving credit arrangements, lines of credit, inventory and
accounts receivable financing, real estate-construction loans, business savings accounts, certificates of deposit, wire
transfers, night depository, and lock box services. The Bank also operates 21 automated bank teller machines (ATMs)
through its 24-Hour Banking Network that is linked with NYCE, a regional ATM network and CIRRUS, a national
ATM network. On March 7, 2007, the Bank completed the acquisition of West Chester Capital Advisors (WCCA).
WCCA is a registered investment advisor and as of December 31, 2008 had $82 million in assets under management.

The Bank s deposit base is such that loss of one depositor or a related group of depositors would not have a
materially adverse effect on its business. In addition, the loan portfolio is also diversified so that one industry or group
of related industries does not comprise a material portion of the loan portfolio. The Bank s business is not seasonal nor
does it have any risks attendant to foreign sources.

The Bank is subject to supervision and regular examination by the Federal Reserve Bank of Philadelphia and the
Pennsylvania Department of Banking. Various federal and state laws and regulations govern many aspects of its
banking operations. The following is a summary of key data (dollars in thousands) and ratios at December 31, 2008:

Headquarters Johnstown, PA
Chartered 1933
Total Assets $ 937,050
Total Investment Securities 131,893
Total Loans (net of unearned

income) 707,108
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Total Deposits 695,156
Total Net Income 5,322
Asset Leverage Ratio 9.30%
Return on Average Assets 0.60
Return on Average Equity 5.69
Total Full-time Equivalent

Employees 286
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RISK MANAGEMENT OVERVIEW:

Risk identification and management are essential elements for the successful management of the Company. In the
normal course of business, the Company is subject to various types of risk, which includes interest rate, credit, and
liquidity risk. The Company controls and monitors these risks with policies, procedures, and various levels of
managerial and Board oversight.

Interest rate risk is the sensitivity of net interest income and the market value of financial instruments to the
magnitude, direction, and frequency of changes in interest rates. Interest rate risk results from various repricing
frequencies and the maturity structure of assets and liabilities. The Company uses its asset liability management policy
to control and manage interest rate risk.

Liquidity risk represents the inability to generate cash or otherwise obtain funds at reasonable rates to satisfy
commitments to borrowers, as well as, the obligations to depositors and debtholders. The Company uses its asset
liability management policy and contingency funding plan to control and manage liquidity risk.

Credit risk represents the possibility that a customer may not perform in accordance with contractual terms. Credit
risk results from extending credit to customers, purchasing securities, and entering into certain off-balance sheet loan
funding commitments. The Company s primary credit risk occurs in the loan portfolio. The Company uses its credit
policy and disciplined approach to evaluating the adequacy of the allowance for loan losses to control and manage
credit risk. The Company s investment policy and hedging policy strictly limit the amount of credit risk that may be
assumed in the investment portfolio and through hedging activities. The following summarizes and describes the
Company s various loan categories and the underwriting standards applied to each:

Commercial

This category includes credit extensions to commercial and industrial borrowers. Business assets, including
accounts receivable, inventory and/or equipment, typically secure these credits. In appropriate instances, extensions of
credit in this category are subject to collateral advance formulas. Balance sheet strength and profitability are
considered when analyzing these credits, with special attention given to historical, current and prospective sources of
cash flow, and the ability of the customer to sustain cash flow at acceptable levels. Our policy permits flexibility in
determining acceptable debt service coverage ratios, with a minimum level of 1.1 to 1 desired. Personal guarantees are
frequently required; however, as the financial strength of the borrower increases, the Company s ability to obtain
personal guarantees decreases. In addition to economic risk, this category is impacted by the management ability of
the borrower and industry risk, which are also considered during the underwriting process.

Commercial Loans Secured by Real Estate

This category includes various types of loans, including acquisition and construction of investment property,
owner-occupied property and operating property. Maximum term, minimum cash flow coverage, leasing
requirements, maximum amortization and maximum loan to value ratios are controlled by the Company s credit policy
and follow industry guidelines and norms, and regulatory limitations. Personal guarantees are normally required
during the construction phase on construction credits, and are frequently obtained on mid to smaller commercial real
estate loans. In addition to economic risk, this category is subject to geographic and portfolio concentration risk,
which are monitored and considered in underwriting.

Real Estate Mortgage

This category includes mortgages that are secured by residential property. Underwriting of loans within this
category is pursuant to Freddie Mac/Fannie Mae underwriting guidelines, with the exception of Community
Reinvestment Act (CRA) loans, which exhibit more liberal standards. The major risk in this category is that a
significant downward economic trend would increase unemployment and cause payment default. The Company does
not and has never engaged in sub-prime residential mortgage lending.

Consumer

This category includes consumer installment loans and revolving credit plans. Underwriting is pursuant to industry
norms and guidelines and is achieved through a process, which includes of the Appro Credit Scoring program. The
major risk in this category is a significant economic downturn.

MAIJOR TYPES OF INVESTMENTS AND THE ASSOCIATED INVESTMENT POLICIES
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The investment securities portfolio of the Company and its subsidiaries is managed to provide ample liquidity in a
manner that is consistent with proper bank asset/liability management and current banking practices. The objectives of
portfolio management include consideration of proper liquidity levels, interest rate and market valuation sensitivity,
and profitability. The investment portfolios of
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the Company and subsidiaries are proactively managed in accordance with federal and state laws and regulations in
accordance with generally accepted accounting principles.

The investment portfolio is primarily made up of AAA rated agency mortgage-backed securities and short maturity
agency securities. The purpose of this type of portfolio is to generate adequate cash flow to fund potential loan
growth, as the market allows. Management strives to maintain a relatively short duration in the portfolio. All holdings
must meet standards documented in the AmeriServ Financial Investment Policy.

DEPOSIT ACTIVITIES AND OTHER SOURCES OF FUNDS, INCLUDING REPAYMENTS AND MATURITIES
OF LOANS, SALES AND MATURITIES OF INVESTMENTS AND FHLB ADVANCES
Deposits

The Bank has a loyal core deposit base made up of traditional commercial bank products that exhibits little
fluctuation, other than Jumbo CDs, which demonstrate some seasonality. The bank also utilizes certain Trust
Company specialty deposits related to the Erect Fund as a funding source which serve as an alternative to wholesale
borrowings and could exhibit some degree of volatility.

Borrowings

The Bank, when needed, uses both overnight borrowings and term advances from the Federal Home Loan Bank of
Pittsburgh for liquidity management purposes. During the past several years the Company has significantly
deleveraged its balance sheet and reduced its level of borrowings through investment portfolio cash flow and security
sales.

Loans

During the periods presented herein, the Company has moderately grown its loan portfolio with no adverse effect
on liquidity. The Company believes it will be able to fund anticipated loan growth generally from investment
securities portfolio cash flow and deposit growth.

Secondary Market Activities

The Residential Lending department of the Bank continues to originate one-to-four family mortgage loans for both
outside investors in the secondary market and for the AmeriServ portfolio. Mortgages sold on the secondary market
are sold to investors on a flow basis: Mortgages are priced and delivered on a best efforts pricing, with servicing
released to the investor. Freddie Mac guidelines are used in underwriting all mortgages with the exception of CRA
loans. The mortgages with longer terms such as 20-year, 30-year, FHA, and VA loans are usually sold. The remaining
production of the department includes construction, adjustable rate mortgages, 10-year, 15-year, and bi-weekly
mortgages. These loans are usually kept in the AmeriServ portfolio although during periods of low interest rates
15-year loans are typically sold into the secondary market.

AMERISERYV FINANCIAL NON-BANKING SUBSIDIARIES

AmeriServ Trust and Financial Services Company

AmeriServ Trust and Financial Services Company is a trust company organized under Pennsylvania law in
October 1992. As one of the larger providers of trust and investment management products and services between
Pittsburgh and Harrisburg, AmeriServ Trust and Financial Services Company is committed to delivering personalized,
professional service to its clients. Its staff of approximately 41 professionals administer assets valued at approximately
$1.5 billion at December 31, 2008. The Trust Company has two primary business divisions, traditional trust and union
collective investment funds. Traditional trust includes personal trust products and services such as personal portfolio
investment management, estate planning and administration, custodial services and pre-need trusts. Also, institutional
trust products and services such as 401(k) plans, defined benefit and defined contribution employee benefit plans, and
individual retirement accounts are included in this division. The union collective investment funds, namely the
ERECT and BUILD Funds (includes Build Fund of America and Build Fund of Indiana), are designed to invest union
pension dollars in construction projects that utilize union labor. At December 31, 2008, AmeriServ Trust and
Financial Services had total assets of $3.3 million and total shareholder s equity of $3.0 million. The Trust Company is
subject to regulation and supervision by the Federal Reserve Bank of Philadelphia and the Pennsylvania Department
of Banking.

The diversification of the revenue-generating divisions within the trust company is one of the primary reasons for
its successful profitable growth. The specialized union collective funds have attracted several national labor unions as
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investors as well as many local unions from a number of states. At the end of 2008, assets in these union funds totaled
approximately $325 million. In late 2008, both BUILD Funds were in liquidation status. The Company expects this
fund to be liquidated over a 3 to 5 year period given current real estate market conditions.
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The Trust Investment Division focuses on producing better-than-average investment returns by offering an array of
individually managed accounts and several asset allocation disciplines utilizing non-proprietary mutual funds. In
addition, the Tactical High Yield Bond Fund, the Pathroad Funds and the Premier Equity Discipline are examples of
the Investment Division s ability to respond to the needs and expectations of our clients. The diversified array of
investment options, experienced staff and good investment returns facilitate client retention and the development of
new clients.

In 2008, the Trust Company continued to be a solid contributor of earnings to the corporation as its gross revenue
amounted to $7.6 million and the net income contribution was $1.3 million.

AmeriServ Life

AmeriServ Life is a captive insurance company organized under the laws of the State of Arizona. AmeriServ Life
engages in underwriting as reinsurer of credit life and disability insurance within the Company s market area.
Operations of AmeriServ Life are conducted in each office of the Company s banking subsidiary. AmeriServ Life is
subject to supervision and regulation by the Arizona Department of Insurance, the Insurance Department of the
Commonwealth of Pennsylvania, and the Federal Reserve. At December 31, 2008, AmeriServ Life had total assets of
$927,000 and total stockholders equity of $833,000.

MONETARY POLICIES

Commercial banks are affected by policies of various regulatory authorities including the Federal Reserve System.
An important function of the Federal Reserve System is to regulate the national supply of bank credit. Among the
instruments of monetary policy used by the Board of Governors are: open market operations in U.S. Government
securities, changes in the federal funds rate and discount rate on member bank borrowings, and changes in reserve
requirements on bank deposits. These means are used in varying combinations to influence overall growth of bank
loans, investments, and deposits, and may also affect interest rate charges on loans or interest paid for deposits. The
monetary policies of the Board of Governors have had a significant effect on the operating results of commercial
banks in the past and are expected to continue to do so in the future.

COMPETITION

The subsidiaries face strong competition from other commercial banks, savings banks, savings and loan
associations, and several other financial or investment service institutions for business in the communities they serve.
Several of these institutions are affiliated with major banking and financial institutions which are substantially larger
and have greater financial resources than the subsidiary entities. As the financial services industry continues to
consolidate, the scope of potential competition affecting the subsidiary entities will also increase. For most of the
services that the subsidiary entities perform, there is also competition from credit unions and issuers of commercial
paper and money market funds. Such institutions, as well as brokerage houses, consumer finance companies,
insurance companies, and pension trusts, are important competitors for various types of financial services. In addition,
personal and corporate trust investment counseling services are offered by insurance companies, other firms, and
individuals.

MARKET AREA & ECONOMY

Nationally, the economy demonstrated recessionary conditions as the Commerce Department stated that early
indications show Gross Domestic Product fell at a 3.8% annual rate in the fourth quarter of 2008, following a 0.5%
drop in the third quarter. Economic statistics reveal that the nation has been in a recession for more than a year.
Overall, the economy grew at a weak 1.3% in 2008, which was the slowest expansion since the 2001 recession. The
investment in financial institutions by the United States government together with other programs instituted by the
United States Treasury and the Federal Reserve in 2008 has kept the economy from collapsing further, while the
economic stimulus has not yet had a chance to work. This means additional layoffs are likely to occur. However, most
recessions generally last no longer than two years. Accordingly, most economists are predicting that the current
recession will end by the end of 2009. Consumer spending, which accounts for more than two thirds of the economy,
decreased 3.5% in the fourth quarter of 2008 following a 3.8% drop in the third quarter, marking the worse back to
back declines since quarterly records began in 1947. The Federal Reserve cut its overnight funds interest rate basically
to zero, set up a host of special lending programs and is prepared to begin buying longer-term Treasury bonds, a move
that could push down some borrowing rates, in a further effort to shore up the economy. The Fed is increasingly
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worried about the possibility of deflation, which could make it harder for the economy to recover. Tight credit markets
have made it more difficult for households and businesses to borrow money. The troubled housing market along with
sharp increases to energy and food prices, particularly in the middle of 2008, negatively impacted other sectors of the
economy. Labor markets were also hit hard with the unemployment rate climbing to 7.6% in January of 2009, which
is its highest level since 1992. The government has enacted an economic stimulus plan that includes tax breaks, public
works spending and expanded health care and unemployment benefits. Also, the Obama administration is moving
forward with a plan to bolster the financial systems which was helped during 2008 with the TARP program. Overall,
national economic growth is expected to average -0.5% in 20009.

6
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The economy in Cambria and Somerset Counties in December 2008 produced seasonally adjusted unemployment
rates of 7.9% and 7.8%, respectively, as compared to national and state rates of 7.2% and 6.7%, respectively. Local
markets have been negatively impacted by the recessionary conditions that exist in the national economy causing the
unemployment rate to increase from last year s average of 5.4%. Johnstown, PA, where AmeriServ Financial, Inc is
headquartered, is a national leader in technology and was designated as the most affordable city in the nation by
Forbes Magazine. Johnstown s cost of living is approximately 30% lower than the national average. As of
December 31, 2008, total nonfarm jobs in the Johnstown MSA were 1,700 below the December 2007 level, which
represents the largest year over year decline since January 2002, with losses coming from both goods-producing and
service-providing industries. However, the opening of a technology park, and greater work on defense projects is
expected to contribute to economic growth in the future. Local loan demand remains good, in the commercial sector,
but has slowed in the consumer sector.

Economic conditions are stronger in the State College, PA market, but have also been negatively impacted by the
struggling national economy. The unemployment rate for the State College MSA reached 5.1% in December 2008,
which is the highest level since June 1992, but remains the lowest of all regions in the Commonwealth. Seasonally
adjusted total nonfarm jobs for the MSA dropped by 1,100 since December 2007, representing the largest year over
year loss since May 2005. The Company plans to open a third branch office in the State College market during 2009
as this area presents the Company with a more vibrant economic market and a much different demographic. A large
percentage of the population in State College falls into the 18 to 34 year old age group, while potential customers in
the Cambria/Somerset markets tend to be over 50 years of age. Overall, opportunities in the State College market are
quite different and challenging, providing a promising source of business to profitably grow the Company.
EMPLOYEES

The Company employed 379 people as of December 31, 2008, in full- and part-time positions. Approximately 217
non-supervisory employees of the Bank are represented by the United Steelworkers of America, AFL-CIO-CLC,
Local Union 2635-06/2635-07. The Bank s current labor contract with the Steelworkers Local will expire on
October 15, 2009. The Bank has not experienced a work stoppage since 1979. The Bank is one of 13
union-represented banks nationwide.

FEDERAL DEPOSIT INSURANCE CORPORATION IMPROVEMENT ACT

The Federal Deposit Insurance Corporation Improvement Act of 1991 (the FDICIA ), among other things, identifies
five capital categories for insured depository institutions: well capitalized, adequately capitalized, undercapitalized,
significantly undercapitalized and critically undercapitalized. It requires U.S. federal bank regulatory agencies to
implement systems for prompt corrective action for insured depository institutions that do not meet minimum capital
requirements based on these categories. The FDICIA imposes progressively more restrictive constraints on operations,
management and capital distributions, depending on the category in which an institution is classified. Unless a bank is
well capitalized, it is subject to restrictions on its ability to offer brokered deposits and on other aspects of its
operations. The FDICIA generally prohibits a bank from paying any dividend or making any capital distribution or
paying any management fee to its holding company if the bank would thereafter be undercapitalized. An
undercapitalized bank must develop a capital restoration plan, and its parent holding company must guarantee the
bank s compliance with the plan up to the lesser of 5% of the bank s assets at the time it became undercapitalized and
the amount needed to comply with the plan.

As of December 31, 2008, the Company believes that its bank subsidiary was well capitalized, based on the prompt
corrective action guidelines described above. A bank s capital category is determined solely for the purpose of
applying the prompt corrective action regulations, and the capital category may not constitute an accurate
representation of the bank s overall financial condition or prospects for other purposes.

TEMPORARY LIQUIDITY GUARANTEE PROGRAM

On November 21, 2008, the Board of Directors of the FDIC adopted a final rule relating to the Temporary
Liquidity Guarantee Program (TLGP). The TLGP was announced by the FDIC on October 14, 2008, preceded by the
determination of systemic risk by the Secretary of the Department of Treasury, as an initiative to counter the
system-wide crisis in the nation s financial sector. Under the TLGP the FDIC will (1)guarantee, through the earlier of
maturity or June 30, 2012, certain newly issued senior unsecured debt issued by participating institutions on or after
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October 14, 2008, and before June 30, 2009 and (2)provide full FDIC deposit insurance coverage for non-interest
bearing transaction deposit accounts, Negotiable Order of Withdraw (NOW) accounts paying less than 0.5% interest
per annum and Interest on Lawyers Trust Accounts held at participating FDIC-insured institutions through

December 31, 2009. Coverage under the TLGP was available for the first 30 days without charge. The fee assessment
for coverage of senior unsecured debt ranges from 50 basis points to 100 basis points per annum, depending on the
initial maturity of the debt. The fee assessment for deposit insurance coverage is 10 basis points per quarter on
amounts in covered accounts exceeding $250,000. As of December 31, 2008, the Company elected to participate in

both guarantee programs.
7
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SARBANES-OXLEY ACT OF 2002

The Sarbanes-Oxley Act of 2002 contains important requirements for public companies in the area of financial
disclosure and corporate governance. In accordance with section 302(a) of the Sarbanes-Oxley act, written
certifications by the Company s Chief Executive Officer and Chief Financial Officer are required. These certifications
attest that the Company s quarterly and annual reports filed with the SEC do not contain any untrue statement of a
material fact. In response to the Sarbanes-Oxley Act of 2002, the Company adopted a series of procedures to further
strengthen its corporate governance practices. The Company also requires signed certifications from managers who
are responsible for internal controls throughout the Company as to the integrity of the information they prepare. These
procedures supplement the Company s Code of Conduct Policy and other procedures that were previously in place. In
2005, the Company implemented a program designed to comply with Section 404 of the Sarbanes-Oxley Act. This
program included the identification of key processes and accounts, documentation of the design of control
effectiveness over process and entity level controls, and testing of the effectiveness of key controls.
PRIVACY PROVISIONS OF GRAMM-LEACH-BLILEY ACT

Under the Gramm-Leach-Bliley Act (GLB Act), federal banking regulators adopted rules that limit the ability of
banks and other financial institutions to disclose non-public information about customers to non-affiliated third
parties. These limitations require disclosure of privacy policies to consumers and, in some circumstances, allow
consumers to prevent disclosure of certain personal information to non-affiliated third parties. The privacy provision
of the GLB Act affects how consumer information is transmitted through diversified financial companies and
conveyed to outside vendors. The Company believes it is in compliance with the various provisions of the GLB Act.
USA PATRIOT ACT OF 2001

A major focus of governmental policy on financial institutions in recent years has been aimed at combating money
laundering and terrorist financing. The USA Patriot Act substantially broadened the scope of United States
anti-money laundering laws and regulations by imposing significant new compliance and due diligence obligations,
creating new crimes and penalties and expanding the extra-territorial jurisdiction of the United States. The United
States Treasury Department has issued and, in some cases, proposed a number of regulations that apply various
requirements of the USA Patriot Act to financial institutions. These regulations impose obligations on financial
institutions to maintain appropriate policies, procedures and controls to detect, prevent and report money laundering
and terrorist financing and to verify the identity of their customers. Failure of a financial institution to maintain and
implement adequate programs to combat money laundering and terrorist financing, or to comply with all of the
relevant laws or regulations, could have serious legal and reputational consequences for the Company.
STATISTICAL DISCLOSURES FOR BANK HOLDING COMPANIES

The following Guide 3 information is included in this Form 10-K as listed below:

I. Distribution of Assets, Liabilities, and Stockholders Equity; Interest Rates and Interest Differential Information.

Information required by this section is presented on pages 21-24, and 30-32.
II. Investment Portfolio Information required by this section is presented on pages 10 and 46-49.
III. Loan Portfolio Information required by this section appears on pages 10-11 and 25-27.
IV. Summary of Loan Loss Experience Information required by this section is presented on pages 26-27.
V. Deposits Information required by this section follows on pages 11-12.
VI. Return on Equity and Assets Information required by this section is presented on page 20.
VII. Short-Term Borrowings Information required by this section is presented on page 12.
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INVESTMENT PORTFOLIO

Investment securities classified as held to maturity are carried at amortized cost while investment securities
classified as available for sale are reported at fair market value. The following table sets forth the cost basis and fair
market value of the Company s investment portfolio as of the periods indicated:

Investment securities available for sale at:

COST BASIS:

U.S. Treasury

U.S. Agency
Mortgage-backed securities
Other securities

Total cost basis of investment securities available for sale
Total fair value of investment securities available for sale

Investment securities held to maturity at:

COST BASIS:

U.S. Treasury

U.S. Agency
Mortgage-backed securities
Other securities

Total cost basis of investment securities held to maturity
Total fair value of investment securities held to maturity

LOAN PORTFOLIO

AT DECEMBER 31,
2008 2007
(IN THOUSANDS)
$ $ 6,000
10,387 37,255
114,380 98,484
24 25

$124,791 $ 141,770

$ 126,781 $ 140,582

2006

$ 6,011
57,636
113,460
42

$177,149

$172,223

2006

$ 3,220
3,471
7,216

AT DECEMBER 31,
2008 2007
(IN THOUSANDS)
$ 3,082 $ 3,153
3,473
9,562 6,157
3,250 5,750

$ 15,894 $18,533

$16,323 $18,378

The loan portfolio of the Company consisted of the following:

2008
Commercial $110,197
Commercial loans secured by real estate 353,870
Real estate-mortgage(1) 218,928
Consumer 23,804
Loans 706,799
Less: Unearned income 691
Loans, net of unearned income $706,108

AT DECEMBER 31,
2007 2006 2005
(IN THOUSANDS)
$118,936 $ 91,746 $ 80,629
285,115 269,781 249,204
214,839 209,728 201,111
16,676 18,336 20,391
635,566 589,591 551,335
471 514 831

$635,095 $589,077 $550,504

6,750
$20,657

$20,460

2004
$ 72,011
225,661
201,406
23,285

522,363
1,634

$520,729
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(1) For each of the

periods presented
beginning with
December 31,
2008, real
estate-construction
loans constituted
6.2%, 5.5%, 4.4%,
5.5% and 6.3% of
the Company s total
loans, net of
unearned income,
respectively.
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NON-PERFORMING ASSETS
The following table presents information concerning non-performing assets:

AT DECEMBER 31,
2008 2007 2006 2005 2004
(IN THOUSANDS, EXCEPT PERCENTAGES)
Non-accrual loans

Commercial $1,128 $3,553 $ 494 $2315 $ 802
Commercial loans secured by real estate 484 225 195 318 606
Real estate-mortgage 1,313 875 1,050 1,070 2,049
Consumer 452 585 547 446 412
Total 3,377 5,238 2,286 4,149 3,869

Past due 90 days or more and still

accruing
Consumer 3 31
Total 3 31

Other real estate owned

Commercial loans secured by real estate 701

Real estate-mortgage 494 42 3 130 15
Consumer 5 10
Total 1,195 42 3 135 25
Total non-performing assets $4,572 $5,280 $2,292 $4.315 $ 3,894

Total non-performing assets as a percent of

loans and loans held for sale, net of

unearned income, and other real estate

owned 0.65% 0.83% 0.39% 0.78% 0.75%
Total restructured loans $ 1,360 $1,217 $1,302 $ 258 $ 5,685

The Company is unaware of any additional loans which are required to either be charged-off or added to the
non-performing asset totals disclosed above. Other real estate owned is recorded at the lower of 1) fair value minus
estimated costs to sell, or 2) carrying cost.

The following table sets forth, for the periods indicated, (i) the gross interest income that would have been recorded
if non-accrual loans had been current in accordance with their original terms and had been outstanding throughout the
period or since origination if held for part of the period, (ii) the amount of interest income actually recorded on such
loans, and (iii) the net reduction in interest income attributable to such loans.

YEAR ENDED DECEMBER 31,
2008 2007 2006 2005 2004
(IN THOUSANDS)
$ 198 $ 215 $ 214 $ 213 $ 469
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Interest income due in accordance with
original terms

Interest income recorded 24) (55) (12) (19)
Net reduction in interest income $ 198 $ 191 $ 159 $ 201 $ 450
DEPOSITS

The following table sets forth the average balance of the Company s deposits and average rates paid thereon for the
past three calendar years:

AT DECEMBER 31,
2008 2007 2006
(IN THOUSANDS, EXCEPT PERCENTAGES)

Demand:

Non-interest bearing $ 110,601 % $105,306 %  $104,266 %
Interest bearing 64,683 1.01 67,132 1.76 57,817 1.05
Savings 70,255 0.76 71,922 0.76 81,964 0.78
Money market 107,843 2.24 158,947 3.80 172,029 3.34
Other time 341,185 3.54 346,134 4.34 319,220 3.83
Total deposits $ 694,567 2.69 $749,441 3.54 $ 735,296 3.05

10
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Interest expense on deposits consisted of the following:

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
Interest bearing demand $ 653 $ 1,184 $ 606
Savings 535 549 644
Money market 2,417 6,040 5,743
Certificates of deposit in denominations of $100,000 or more 1,744 1,774 1,894
Other time 10,331 13,264 10,345
Total interest expense $15,680 $22.811 $19,232

Additionally, the following table provides more detailed maturity information regarding certificates of deposit
issued in denominations of $100,000 or more as of December 31, 2008:

MATURING IN:
(IN
THOUSANDS)
Three months or less $ 11,813
Over three through six months 13,382
Over six through twelve months 3,565
Over twelve months 7,406
Total $ 36,166

FEDERAL FUNDS PURCHASED AND OTHER SHORT-TERM BORROWINGS
The outstanding balances and related information for federal funds purchased and other short-term borrowings are
summarized as follows:

AT DECEMBER 31, 2008
FEDERAL OTHER
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT

RATES)
Balance $ $ 119,920
Maximum indebtedness at any month end 5,685 138,855
Average balance during year 20 71,617
Average rate paid for the year 3.16% 1.96 %
Interest rate on year end balance 0.60

AT DECEMBER 31, 2007
FEDERAL OTHER
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT
RATES)
Balance $ $ 72,210
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Maximum indebtedness at any month end 3,430 74,095
Average balance during year 99 19,745
Average rate paid for the year 5.18% 4.89%
Interest rate on year end balance 3.88

AT DECEMBER 31, 2006
FEDERAL OTHER
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT

RATES)
Balance $ $ 49,091
Maximum indebtedness at any month end 61,728
Average balance during year 43 32,778
Average rate paid for the year 5.69% 5.10%
Interest rate on year end balance 5.48

Average amounts outstanding during the year represent daily averages. Average interest rates represent interest
expense divided by the related average balances.
These borrowing transactions can range from overnight to one year in maturity. The average maturity was two days
at the end of 2008 and 2007 and three days at the end of 2006.
11
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ITEM 1A. RISK FACTORS
Investors should carefully consider the risks described below before investing in our common stock. The risks
described below are not the only ones facing the Company. Additional risks not currently known to us or that we
currently believe are immaterial also may impair our business. Our business could be harmed by any of these risks.
The trading price of our common stock could decline due to any of these risks, and you may lose all or part of your
investment. In assessing these risks, you should also refer to the other information contained or incorporated by
reference in this Form 10-K, including our consolidated financial statements and related notes. Other corporate
information is available at www.AmeriServFinancial.com
Failure to successfully execute our turnaround strategy would adversely affect future earnings.
At the end of 2003, we adopted a turnaround strategy that consisted of three distinct elements. These were:
In 2003, stabilizing AmeriServ and taking immediate steps to eliminate or minimize those risk elements that
posed a threat to our survival;

In 2004 and 2005, executing steps to eliminate the key structural impediments to sustainable, improved
earnings; and

Articulating and executing, over the long-term, a strategy centered on community banking and continued
expansion of our successful trust business that is intended to produce consistent future earnings.

We believe we accomplished the first two elements of the turnaround strategy. With our earnings growth in 2007
and 2008, we achieved meaningful progress towards the third element of the turnaround. However, this final element
of the turnaround requires sustained execution of our business plan to drive our financial performance closer to peer
bank levels. If we are unable to achieve the last element of the turnaround strategy, our financial condition and results
of operations will not dramatically improve and may deteriorate.

We are subject to lending risks.

There are risks inherent in making all loans. These risks include interest rate changes over the time period in which
loans may be repaid and changes in the national economy or the economy of our regional market that affect the ability
of our borrowers to repay their loans or the value of the collateral securing these loans.

At December 31, 2008, 65.6% of our net loan portfolio consisted of commercial and commercial mortgage loans,
including construction loans. Commercial loans are generally viewed as having more risk of default than residential
real estate loans or consumer loans. These types of loans also are typically larger than residential real estate loans and
consumer loans. Because our loan portfolio contains a significant number of commercial and commercial mortgage
loans with relatively large balances, the deterioration of one or a few of these loans would cause a significant increase
in non-performing loans. An increase in non-performing loans could result in a net loss of earnings from these loans,
an increase in our provision for loan losses and an increase in loan charge-offs.

Our financial condition and results of operations would be adversely affected if our allowance for loan losses is
not sufficient to absorb actual losses or if we are required to increase our allowance.

Despite our underwriting criteria, we may experience loan delinquencies and losses for reasons beyond our control,
such as general economic conditions. At December 31, 2008, we had non-performing assets equal to 0.65% of total
loans and loans held for sale, net of unearned income and other real estate owned. In order to absorb losses associated
with non-performing assets, we maintain an allowance for loan losses based on, among other things, historical
experience, an evaluation of economic conditions, and regular reviews of delinquencies and loan portfolio quality.
Determination of the allowance inherently involves a high degree of subjectivity and requires us to make significant
estimates of current credit risks and future trends, all of which may undergo material changes. We may be required to
increase our allowance for loan losses for any of several reasons. State and federal regulators, in reviewing our loan
portfolio as part of a regulatory examination, may request that we increase our allowance for loan losses. Changes in
economic conditions affecting borrowers, new information regarding existing loans, identification of additional
problem loans and other factors, both within and outside of our control, may require an increase in our allowance. In
addition, if charge-offs in future periods exceed our allowance for loan losses, we will need additional increases in our
allowance for loan losses. Any increases in our allowance for loan losses will result in a decrease in our net income
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and, possibly, our capital, and may materially affect our results of operations in the period in which the allowance is
increased.
We have unionized employees, which increases our costs and may deter any acquisition proposal.

The Bank is party to a collective bargaining agreement with the United Steelworkers of America, which represents
approximately 57% of our employees. In 2007, our current contract was extended until October 15, 2009. Terms of
the contract extension remain the same as the prior contract with the exception of a 2.0% wage increase in the first
year, and a 2.5% increase in the second year. As

12
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a result of provisions in the contract, generally known as work rules, we sometimes cannot take steps that would
reduce our operating costs. Furthermore, to our knowledge, we are one of only 13 unionized banking institutions in
the United States. The banking industry is a consolidating industry in which acquisitions are frequent. However, some
banking institutions may be reluctant to buy a unionized bank because of a perception that operating costs may be
higher or that it could result in unionization of its work force. Additionally, there is the risk of a work stoppage if a
new collective bargaining agreement cannot be negotiated before the end of the current agreement. Therefore, our
stock price may be adversely affected because investors may conclude that there is a reduced likelihood that we will
be acquired or could be an acquiror.

Changes in interest rates could reduce our income, cash flows and asset values.

Our income, cash flows and the value of our assets depend to a great extent on the difference between the interest
rates we earn on interest-earning assets, such as loans and investment securities, as well as the interest rates we pay on
interest-bearing liabilities such as deposits and borrowings. These rates are highly sensitive to many factors which are
beyond our control, including general economic conditions and policies of various governmental and regulatory
agencies and, in particular, the Board of Governors of the Federal Reserve System. Changes in monetary policy,
including changes in interest rates, will influence not only the interest we receive on our loans and investment
securities and the amount of interest we pay on deposits and borrowings, but it also will affect our ability to originate
loans and obtain deposits and the value of our investment portfolio. If the rate of interest we pay on our deposits and
other borrowings increases more than the rate of interest we earn on our loans and other investments, our net interest
income, and therefore our earnings, could be adversely affected. Our earnings also could be adversely affected if the
rates on our loans and other investments fall more quickly than those on our deposits and other borrowings.

Because our operations are concentrated in Cambria and Somerset Counties, Pennsylvania, we are subject to
economic conditions in this area, which typically lag behind economic activity in other areas.

Some of our loans and the majority of our deposit activities are based in Cambria and Somerset Counties, located
in southwestern Pennsylvania. As a result, our financial performance will depend largely upon economic conditions in
this area. Economic activity in this geographic market generally lags behind the economic activity in Pennsylvania
and the nation. Similarly, unemployment in this market area is typically higher than the unemployment rate in
Pennsylvania and the nation, although this difference has declined in recent years as our local economy has become
more diversified. Adverse local economic conditions could cause us to experience a reduction in deposits, an increase
in the number of borrowers who default on their loans and a reduction in the value of the collateral securing their
loans, all of which could adversely affect our profitability.

A portion of our trust business is dependent on a union client base.

In an effort to capitalize on the Bank s union affiliation, our Trust Company operates the ERECT Funds and the
BUILD Funds that seek to attract investment from union pension funds. These funds then use the investments to make
loans and/or equity investments on construction projects that use union labor. At December 31, 2008, approximately
$325 million was invested by unions in the ERECT and BUILD Funds. This represents approximately 21.2% of the
total assets administered by the Trust Company. Therefore, the Trust Company is dependent on a discrete union client
base for a portion of its assets under management and its resulting revenue and net income. In late 2008 both BUILD
Funds were in liquidation status. The Company expects this fund to be liquidated over a 3 to 5 year period given the
current real estate market conditions.

The Company may be adversely affected by the soundness of other financial institutions.

Financial service institutions are interrelated as a result of trading, clearing, counterparty, or other relationships.
The Company has exposure to many different industries and counterparties, and routinely executes transactions with
counterparties in the financial services industry, including commercial banks, brokers and dealers, investment banks,
and other institutional clients. Many of these transactions expose the Company to credit risk in the event of a default
by a counterparty or client. In addition, the Company s credit risk may be exacerbated when the collateral held by the
Company cannot be realized upon or is liquidated at prices not sufficient to recover the full amount of the credit or
derivative exposure due to the Company. Reduced wholesale funding capacity or higher borrowing costs due to
capital constraints at the Federal Home Loan Bank of Pittsburgh, would reduce the Company s liquidity and negatively
impact earnings and net interest margin. Any such losses could have a material adverse affect on the Company s
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financial condition and results of operations.
Our future success will depend on our ability to compete effectively in a highly competitive market and
geographic area.

We face substantial competition in all phases of our operations from a variety of different competitors, including
commercial banks, savings and loan associations, mutual savings banks, credit unions, consumer finance companies,
factoring companies, insurance companies and money market mutual funds. There is very strong competition among
financial services providers in our

13
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principal service area. Due to their size, many competitors can achieve economies of scale and, as a result, may offer a
broader range of products and services as well as better pricing for those products and services than we can.
We believe that our ability to compete successfully depends on a number of factors, including:
Our ability to build upon existing customer relationships and market position;

Competitors interest rates and service fees;
Our ability to attract and retain a qualified workforce;
The scope of our products and services;

The relevance of our products and services to customer needs and demands and the rate at which we and our
competitors introduce them;

Satisfaction of our customers with our customer service; and

Industry and general economic trends.

If we experience difficulty in any of these areas, our competitive position could be materially adversely affected,
which will affect our growth and profitability.

Some of the financial services organizations with which we compete are not subject to the same degree of
regulation as is imposed on federally insured financial institutions. As a result, those non-bank competitors may be
able to access funding and provide various services more easily or at less cost than we can, adversely affecting our
ability to compete effectively.

We may be adversely affected by government regulation.

We are subject to extensive federal and state banking regulation and supervision. Banking regulations are intended
primarily to protect our depositors funds and the federal deposit insurance funds, not shareholders. Regulatory
requirements affect our lending practices, capital structure, investment practices, dividend policy and growth. Failure
to meet minimum capital requirements could result in the imposition of limitations on our operations that would
adversely impact our operations and could, if capital levels drop significantly, result in our being required to cease
operations. Changes in governing law, regulations or regulatory practices could impose additional costs on us or
adversely affect our ability to obtain deposits or make loans and, as a consequence, our revenues and profitability.
Environmental liability associated with lending activities could result in losses.

In the course of our business, we may foreclose on and take title to properties securing our loans. If hazardous
substances were discovered on any of these properties, we may be liable to governmental entities or third parties for
the costs of remediation of the hazard, as well as for personal injury and property damage. Many environmental laws
can impose liability regardless of whether we knew of, or were responsible for, the contamination. In addition, if we
arrange for the disposal of hazardous or toxic substances at another site, we may be liable for the costs of cleaning up
and removing those substances from the site, even if we neither own nor operate the disposal site. Environmental laws
may require us to incur substantial expenses and may materially limit use of properties we acquire through
foreclosure, reduce their value or limit our ability to sell them in the event of a default on the loans they secure. In
addition, future laws or more stringent interpretations or enforcement policies with respect to existing laws may
increase our exposure to environmental liability.

RISKS ASSOCIATED WITH THE COMPANY S COMMON STOCK
The Company s stock price can be volatile.

Stock price volatility may make it more difficult for you to resell your common stock when you want and at prices
you find attractive. The Company s stock price can fluctuate significantly in response to a variety of factors including,
among other things:

Actual or anticipated variations in quarterly results of operations;
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Operating and stock price performance of other companies that investors deem comparable to the Company;
News reports relating to trends, concerns and other issues in the financial services industry;

Perceptions in the marketplace regarding the Company and/or its competitors;

New technology used, or services offered, by competitors;

Changes in government regulations; and

Geopolitical conditions such as acts or threats of terrorism or military conflicts.
14
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General market fluctuations, industry factors and general economic and political conditions and events, such as
economic slowdowns or recessions, interest rate changes or credit loss trends, could also cause the Company s stock
price to decrease regardless of operating results.

The trading volume in the Company s common stock is less than that of other larger financial services
companies.

Although the Company s common stock is listed for trading on the NASDAQ Global Market System (NASDAQ),
the trading volume in its common stock is less than that of other larger financial services companies. A public trading
market having the desired characteristics of depth, liquidity and orderliness depends on the presence in the
marketplace of willing buyers and sellers of the Company s common stock at any given time. This presence depends
on the individual decisions of investors and general economic and market conditions over which the Company has no
control. Given the lower trading volume of the Company s common stock, significant sales of the Company s common
stock, or the expectation of these sales, could cause the Company s stock price to fall.

An investment in our common stock is not an insured deposit.

Our common stock is not a bank deposit and, therefore, is not insured against loss by the Federal Deposit Insurance
Corporation, commonly referred to as the FDIC, any other deposit insurance fund or by any other public or private
entity. Investment in our common stock is inherently risky for the reasons described in this Risk Factors section and is
subject to the same market forces that affect the price of common stock in any company. As a result, if you acquire
our common stock, you may lose some or all of your investment.

ITEM 1B. UNRESOLVED STAFF COMMENTS

The Company has no unresolved staff comments from the SEC for the reporting period presented.
ITEM 2. PROPERTIES

The principal offices of the Company and the Bank occupy the five-story AmeriServ Financial building at the
corner of Main and Franklin Streets in Johnstown plus twelve floors of the building adjacent thereto. The Company
occupies the main office and its subsidiary entities have 13 other locations which are owned. Eight additional
locations are leased with terms expiring from September 30, 2009 to March 31, 2018.

ITEM 3. LEGAL PROCEEDINGS

The Company is subject to a number of asserted and unasserted potential legal claims encountered in the normal
course of business. In the opinion of both management and legal counsel, there is no present basis to conclude that the
resolution of these claims will have a material adverse effect on the Company s consolidated financial position, results
of operations or cash flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matter was submitted by the Company to its shareholders through the solicitation of proxies or otherwise

during the fourth quarter of the fiscal year covered by this report.
15

27



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

PART II
ITEM 5. MARKET FOR THE REGISTRANT S COMMON STOCK AND RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES
COMMON STOCK
As of January 31, 2009, the Company had 4,201 shareholders of its common stock. AmeriServ Financial, Inc. s
common stock is traded on the NASDAQ Global Market System under the symbol ASRV. The following table sets
forth the actual high and low closing prices and the cash dividends declared per share for the periods indicated:

CASH
PRICES DIVIDENDS
HIGH LOW DECLARED
Year ended December 31, 2008:
First Quarter $3.30 $2.21 $ 0.00
Second Quarter 3.08 2.60 0.00
Third Quarter 2.98 2.37 0.00
Fourth Quarter 2.85 1.59 0.025
Year ended December 31, 2007
First Quarter $4.85 $4.52 $ 0.00
Second Quarter 4.77 4.25 0.00
Third Quarter 4.26 3.33 0.00
Fourth Quarter 3.36 2.77 0.00

As a result of the decision by the Company to accept a preferred stock investment under the U.S. Treasury s CPP
for a period of three years the Company is no longer permitted to repurchase stock or declare and pay common
dividends without the consent of the U.S. Treasury.

The following table summarizes share repurchase activity for the quarter ended December 31, 2008.

Number Of
Shares That
May
Average
Total Number Price Yet Be
Paid Per
Of Shares Share Purchased
October 86,400 $ 2.53 656,800
November 411,600 $ 2.30 245,200
December 245,200 $ 232

All shares are repurchased under Board of Directors authorization. In December 2007, the Board authorized a new
program to repurchase 1.1 million shares.
16

28



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

PERFORMANCE GRAPH

The following Performance Graph and related information shall not be deemed Soliciting material or to be filed
with the Securities and Exchange Commission, nor shall such information be incorporated by reference into any future
filing under the Securities Act of 1933 or Securities Exchange Act of 1934, each as amended, except to the extent that
the Company specifically incorporates it by reference into such filing.

Comparison of Five Year Cumulative Total Returns
Among AmeriServ Financial, Inc., NASDAQ Stock Market,
and NASDAQ Bank Stocks

The following table compares total shareholder returns for the Company over the past five years to the NASDAQ
Stock Market and the NASDAQ Bank Stocks assuming a $100 investment made on December 31, 2003. Each of the
three measures of cumulative return assumes reinvestment of dividends. The stock performance shown on the graph
above is not necessarily indicative of future price performance.

12/31/03 12/31/04 12/31/05 12/31/06 12/31/07 12/31/08

AmeriServ Financial, Inc. $100.00 $103.40 $ 87.60 $ 98.60 $ 55.40 $40.20

NASDAQ Stock Market

(US Companies) 100.00 109.20 111.50 123.00 136.20 81.70

NASDAQ Bank Stocks 100.00 113.60 111.50 126.80 101.60 79.70
17
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
SELECTED FIVE-YEAR CONSOLIDATED FINANCIAL DATA

SUMMARY OF INCOME STATEMENT DATA:
Total interest income
Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses
Total non-interest income
Total non-interest expense

Income (loss) from continuing operations before income
taxes
Provision (benefit) for income taxes

Income (loss) from continuing operations
Loss from discontinued operations, net of income taxes *

Net income (loss)

PER COMMON SHARE DATA FROM CONTINUING
OPERATIONS:

Basic earnings (loss) per share

Diluted earnings (loss) per share

PER COMMON SHARE DATA FROM
DISCONTINUED OPERATIONS*:

Basic loss per share

Diluted loss per share

PER COMMON SHARE DATA:

Basic earnings (loss) per share

Diluted earnings (loss) per share

Cash dividends declared

Book value at period end

BALANCE SHEET AND OTHER DATA:
Total assets

Loans and loans held for sale, net of unearned income
Allowance for loan losses

Investment securities available for sale
Investment securities held to maturity
Deposits

Total borrowings

Stockholders equity

AT OR FOR THE YEAR ENDED DECEMBER 31,

2008

2007

2006

2005

2004

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE

DATA)

$ 47,819 $ 49,379 $ 46,565 $ 45865 $

$

$

18,702

29,117
2,925

26,192
16,424
35,637

6,979
1,470

5,509

5,509

0.25
0.25

0.25
0.25
0.025
4.39

966,929
707,108
8,910
126,781
15,894
694,956
133,778
113,252

25,156

24,223
300

23,923
14,707
34,672

3,958
924

3,034

$ 3,034

$ 0.14
0.14

$ 0.14
0.14
0.00
4.07

$904,878
636,155
7,252
140,582
18,533
710,439
82,115
90,294

22,087

24,478
(125)

24,603
12,841
34,692

2,752
420

2,332

$ 2,332

$ 0.11
0.11

$ 0.11
0.11
0.00
3.82

$895,992
589,435
8,092
172,223
20,657
741,755
63,122
84,684

21,753

24,112
(175)

24,287
10,209
49,420

(14,924)
(5,902)

(9,022)
(119)

$ (9,141) $

$ (0445
(0.44)

$ (0001 $
(0.01)

$ (045 %
(0.45)
0.00
3.82

50,104
26,638

23,466
1,758

21,708
14,012
50,091

(14,371)
(5,845)

(8,526)
(1,193)

(9,719)

(0.58)
(0.58)

(0.08)
(0.08)

(0.66)
(0.66)
0.00
4.32

$880,176 $1,009,232

550,602
9,143
201,569
30,355
712,665
77,256
84,474

521,416
9,893
373,584
27,435
644,391
269,169
85,219
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Full-time equivalent employees

*

The Company
sold its
remaining
mortgage
servicing rights
of Standard
Mortgage
Corporation, its
former
mortgage
servicing
subsidiary, in
December 2004
and incurred
discontinued
operations
activity of this
non-core
business in
2005.

18

353

351

369

378

406
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SELECTED FINANCIAL
RATIOS:

Return on average total equity
Return on average assets

Loans and loans held for sale, net
of unearned income, as a percent
of deposits, at period end

Ratio of average total equity to
average assets

Common stock cash dividends as
a percent of net income
applicable to common stock
Interest rate spread

Net interest margin

Allowance for loan losses as a
percentage of loans and loans
held for sale, net of unearned
income, at period end
Non-performing assets as a
percentage of loans, loans held
for sale and other real estate
owned, at period end

Net charge-offs as a percentage
of average loans and loans held
for sale

Ratio of earnings to fixed charges
and preferred dividends:(1)
Excluding interest on deposits
Including interest on deposits
Cumulative one year interest rate
sensitivity gap ratio, at period end

(1) The ratio of
earnings to
fixed charges
and preferred
dividends is
computed by
dividing the
sum of income
before taxes,
fixed charges,
and preferred
dividends by the
sum of fixed

2008

AT OR FOR THE YEAR ENDED DECEMBER 31,

2007

2006

2005 2004

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)

5.93%
0.62

101.75

10.40

9.92
3.21
3.64

1.26

0.65

0.20

3.17X

1.37

1.10

3.51%
0.34

89.54

9.79

2.54
3.06

1.14

0.83

0.19

2.60X

1.16

0.90

2.74%
0.27

79.46

9.73

2.67
3.12

1.37

0.39

0.16

1.93X

1.12

0.85

(10.77)% (11.44)%

(0.95) (0.76)

77.26 80.92
8.80 6.67
2.39 2.01
2.76 2.28
1.66 1.90
0.78 0.75
0.11 0.68

(1.35X 0.12X
0.05 0.46
0.89 0.78
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charges and
preferred
dividends. Fixed
charges
represent
interest expense
and are shown
as both
excluding and
including
interest on
deposits.
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ITEM 7. MANAGEMENT S DISCUSSION AND ANALYSIS OF CONSOLIDATED FINANCIAL CONDITION
AND RESULTS OF OPERATIONS (MD&A)

The following discussion and analysis of financial condition and results of operations of AmeriServ Financial, Inc.
should be read in conjunction with the consolidated financial statements of AmeriServ Financial, Inc. including the
related notes thereto, included elsewhere herein.

RESULTS OF OPERATIONS FOR THE YEARS ENDED DECEMBER 31, 2008, 2007, AND 2006
2008 SUMMARY OVERVIEW:

The net income of AmeriServ in the fourth quarter of 2008 exceeded net income for the same period of 2007 by
75%. This resulted from a $71 million increase in loans outstanding and a 76 basis point increase in the net interest
margin. The conservative balance sheet that AmeriServ has maintained since 2005 was well positioned for the Federal
Reserve program to lower interest rates. At the same time, AmeriServ had ample liquidity to respond to a number of
attractive lending opportunities which increased net loans. The result was that the fourth quarter proved to be the
strongest quarter recorded in 2008, with no unusual events.

The impact of the fourth quarter on the full year was significant. Net income in 2008 totaled $5.5 million and
surpassed that of 2007 by 82% as earnings per share increased from $0.14 per share in 2007 to $0.25 per share in
2008. Return on assets for the full year was 0.62% or 28 basis points above the full year 2007. These performance
improvements were in spite of the decline in the equity markets which reduced the late year revenue streams of both
the Trust Company and West Chester Capital Advisors

However, all this is not to say that 2008 was a year without challenges. The stumbles in the economy caused
AmeriServ to increase its loan loss provision by $2.6 million over 2007 to improve its coverage of non-performing
assets to 195% (as compared with 137% at December 31, 2007). After two years of reducing expenses, in 2008
expenses increased by 2.8%. This increase was not in salaries and benefits, but chiefly in external professional
expenses to gain the best guidance as we manage through these turbulent times. Overall, we believe the fourth quarter
and full year results were encouraging, especially considering the well documented troubles that persist in banking
and which now have spread into the national and global economy.

During 2007 and 2008, and now extending into 2009, we have become sadly familiar with a new set of phrases.
We speak daily of sub-prime mortgages, of a credit crunch, of financial bailouts and the like. We hear leading
economists and governmental experts tell us that their next recommended program will finally be the answer to the
nation s dilemma. But we have also noticed in spite of these frequently encouraging pronouncements the economy
has continued its decline. Employment reductions have become commonplace, bankruptcy filings are disturbingly
frequent and none of the hastily designed economic solutions have arrested the decline.

Here at AmeriServ we observe these developments with an attitude of careful concern. As a company operating in
the heart of the Rust Belt, we learned it is foolhardy to swim against the tide. During the period 2002 through 2005,
we learned just how difficult it is to overcome mounting real world difficulties. Our positive performance during the
troubles of 2008 tells us that AmeriServ is once again a healthy company.

Now the challenge is to keep it healthy while the banking industry and the global economy continue to experience
what can only be termed as stunning losses. It was this commitment to protect the reinvented AmeriServ that caused
the Board of Directors to elect to participate in the Treasury Department Capital Purchase Program (CPP). The
infusion of $21 million of new capital on December 19, 2008, serves as a sort of rainy day fund to protect our
shareholders should this recession deepen into a depression. However, it also provides a solid foundation so
AmeriServ can continue to make new job-creating business loans in the community, thus enabling local consumers to
pay their bills and feed their families.

In better times this additional capital can also position AmeriServ to be immediately proactive once the long
promised economic recovery begins. The Board s decision reflects our view that this additional capital further
strengthens AmeriServ today and for the future. Unfortunately, participation in the CPP forced us to suspend our
recently announced common stock dividend. We requested an exception from this restriction in a detailed submission
to the authorities, but our request was denied. We will continue to monitor the CPP program and file a new exception
request as soon as conditions suggest an approval is possible. But for the present, as stated, we will strive to manage
this 23% increase in capital to build an even stronger AmeriServ that is a sound, rewarding, long term investment.
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PERFORMANCE OVERVIEW. . .The following table summarizes some of the Company s key profitability
performance indicators for each of the past three years.
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YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS, EXCEPT
PER SHARE DATA AND RATIOS)

Net income $5,509 $3.,034 $2,332
Diluted earnings per share 0.25 0.14 0.11
Return on average assets 0.62% 0.34% 0.27%
Return on average equity 5.93 3.51 2.74

The Company reported net income of $5.5 million or $0.25 per diluted share for 2008. This represents an increase
of $2.5 million or 82% over 2007 net income of $3.0 million or $0.14 per diluted share. The Company s return on
assets improved to 0.62% in 2008 compared to 0.34% in 2007. Our conservative balance sheet positioning allowed
AmeriServ Financial to report improved financial performance during a historic period of turmoil and crisis within the
financial markets. The Company has no direct exposure to sub-prime mortgages, Fannie Mae or Freddie Mac
preferred stock, pooled trust preferred securities, or credit exposure to any of the large financial firms that have
recently failed or been taken over. The growth in earnings in 2008 was driven by increased net interest income and
higher non-interest revenue, which more than offset an increased provision for loan losses and higher non-interest
expenses.

The Company reported net income of $3.0 million or $0.14 per diluted share for 2007. This represented an increase
of $702,000 or 30.1% when compared to net income of $2.3 million or $0.11 per diluted share for 2006. The increase
in net income in 2007 was due to increased non-interest revenue and lower non-interest expense, which more than
offset the negative impact of reduced net interest income, a higher provision for loan losses and increased income tax
expense. The increase in non-interest revenue was attributable to the West Chester Capital Advisors acquisition,
which was completed in March 2007. Also, the Company benefited from higher trust revenue and increased gains on
asset sales in 2007.

NET INTEREST INCOME AND MARGIN. . . .The Company s net interest income represents the amount by
which interest income on earning assets exceeds interest paid on interest bearing liabilities. Net interest income is a
primary source of the Company s earnings; it is affected by interest rate fluctuations as well as changes in the amount
and mix of earning assets and interest bearing liabilities. The following table summarizes the Company s net interest
income performance for each of the past three years:

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS, EXCEPT RATIOS)
Interest income $47,819 $49,379 $46,565
Interest expense 18,702 25,156 22,087
Net interest income 29,117 24,223 24,478
Net interest margin 3.64% 3.06% 3.12%

2008 NET INTEREST PERFORMANCE OVERVIEW... The Company s net interest income in 2008 increased by
$4.9 million or 20.2% from the prior year and the net interest margin was up by 58 basis points over the same
comparative period. The Company s balance sheet positioning allowed it to benefit from the significant Federal
Reserve reductions in short-term interest rates and the return to a more traditional positively sloped yield curve. As a
result of these changes, the Company s interest expense on deposits and borrowings declined at a faster rate than the
interest income on loans and investments. Additionally, an improved earning asset mix with fewer investment
securities and more loans outstanding also contributed to the increased net interest income and margin in 2008. Total
loans increased by $71 million or 11.1% with $43 million of the growth occurring during the fourth quarter of 2008 as
we were able to extend credit to quality borrowers within the communities in which we operate. Overall, net interest
income has now increased for eight consecutive quarters.
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COMPONENT CHANGES IN NET INTEREST INCOME: 2008 VERSUS 2007... Regarding the separate
components of net interest income, the Company s total interest income for 2008 decreased by $1.6 million when
compared to 2007. This decrease was due to a 27 basis point decrease in the earning asset yield to 5.96%. Within the
earning asset base, the yield on the total loan portfolio decreased by 45 basis points to 6.37% and reflects the lower
interest rate environment in 2008 as the Federal Reserve reduced the federal funds rate by 400 basis points during
2008. The total investment securities yield, however, has increased by five basis points to 4.13%. The Company took
advantage of the positively sloped yield curve in the second quarter of 2008 to position the investment portfolio for
better future earnings by selling some of the lower yielding securities in the portfolio at a loss and replacing them with
higher yielding securities with a modestly longer duration.

The $8.8 million increase in the volume of average earning assets was due to a $34.3 million or 5.6% increase in
average loans partially offset by a $21.6 million or 12.3% decrease in average investment securities. The loan growth
was driven by increased
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commercial real estate loans as a result of successful new business development efforts particularly in the suburban
Pittsburgh market. The Company has found increased commercial lending opportunities in the Pittsburgh market in
2008 due to the retrenchment of several larger competitors as a result of the turmoil in the financial markets. The
decline in investment securities was caused by the call of certain agency securities and ongoing cash flow from
mortgage-backed securities. The Company has elected to utilize this cash from lower yielding securities to fund higher
yielding loans in an effort to improve the Company s earning asset yield.

The Company s total interest expense for 2008 decreased by $6.5 million or 25.7% when compared to 2007. This
decrease in interest expense was due to a lower cost of funds. The total cost of funds for 2008 declined by 94 basis
points to 2.75% and was driven down by lower short-term interest rates and a more favorable funding mix in 2008.
Specifically, the costs of interest bearing deposits decreased by 85 basis points to 2.69% while the cost of short-term
borrowings dropped by 293 basis points to 1.96%. Total average interest bearing deposits decreased by $60.2 million
or 9.3% due almost entirely to a decline in Trust Company specialty deposits as wholesale borrowings provided the
Company with a lower cost funding source than these deposits for the majority of 2008. Wholesale borrowings
averaged 9.3% of total assets in 2008. Additionally, the Company s funding mix also benefited from a $5.3 million
increase in non-interest bearing demand deposits and an increase in retail money market deposits as customers have
opted for short-term liquidity during this period of volatility and decline in the equity markets. With the recent
increase in the Company s loan to deposit ratio to slightly over 100%, the Company expects to more actively utilize the
trust specialty deposits as a funding source in 2009 along with a more aggressive strategy to try to grow retail
deposits.

2007 NET INTEREST PERFORMANCE OVERVIEW... The Company s 2007 net interest income on a
tax-equivalent basis decreased by $260,000 or 1.1% from 2006 due to a six basis point drop in the net interest margin
to 3.06%. The decline in both net interest income and net interest margin resulted from the Company s cost of funds
increasing at a faster pace than the earning asset yield, particularly during the first six months of 2007. This resulted
from deposit customer preference for higher yielding certificates of deposit and money market accounts due to the
inverted/flat yield curve with short-term interest rates exceeding intermediate to longer term rates during that period.
This net interest margin pressure overshadowed solid loan and deposit growth within our community bank. Average
loans in 2007 grew by $43 million or 7.7% while average deposits increased by $14 million or 1.9% when compared
to 2006. However, the Federal Reserve reductions in short-term interest rates that began late in the third quarter of
2007 favorably impacted the Company. On a quarterly basis, the Company s net interest margin showed improvement
throughout 2007 increasing from 2.97% in the first quarter to 3.08% in the fourth quarter. This helped to reverse a
trend of four consecutive quarters of net interest income and margin contraction experienced in 2006 where the
margin declined from 3.20% to a low of 2.93% in the fourth quarter.

COMPONENT CHANGES IN NET INTEREST INCOME: 2007 VERSUS 2006...Regarding the separate
components of net interest income, the Company s total interest income for 2007 increased by $2.8 million or 6.0%
when compared to 2006. This increase was due to a 30 basis point increase in the earning asset yield to 6.23%, and
was aided by an $8 million increase in average earning assets. Within the earning asset base, the yield on the total loan
portfolio increased by 18 basis points to 6.82% and reflects the higher interest rate environment in place during most
of 2007, which allowed the Company to book new loans at rates moderately higher than those currently in the
portfolio. The yield on the total investment securities portfolio increased by 12 basis points to 4.08% as the Company
has generally elected to not replace maturing lower yielding securities. Also reduced amortization expense on the
Company s lower balance of mortgage-backed securities favorably impacted the portfolio yield.

The $8 million increase in average earning assets was due to a $43 million or 7.7% increase in average loans,
partially mitigated by a $38 million or 17.0% reduction in average investment securities. This loan growth was driven
by increased commercial and commercial real estate loans as a result of successful new business development efforts.
In 2007 the Company focused on growing the higher yielding and more rate sensitive commercial loans at a faster rate
than the commercial real-estate loans. The decline in investment securities was caused by regularly scheduled
maturities and ongoing cash flow from mortgage-backed securities.

The Company s total interest expense for 2007 increased by $3.1 million or 13.9% when compared to 2006. This
increase in interest expense was due to a higher cost of funds and an increase in total average interest bearing
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liabilities which were $4.0 million higher in 2007. The total cost of funds for 2007 increased by 43 basis points to
3.69% and was driven up by higher short-term interest rates and increased deposits when compared to 2006.
Specifically, total average deposits increased by $14 million or 1.9% compared to 2006, while the cost of interest
bearing deposits increased by 49 basis points to 3.54%. The increased cost of deposits reflects the higher short-term
interest rate environment for the majority of 2007 as well as a customer movement of funds from lower cost savings
accounts into higher yielding certificates of deposit. Average wholesale borrowings declined by $9 million in 2007
and averaged only 2.8% of total assets in 2007.

The table that follows provides an analysis of net interest income on a tax-equivalent basis setting forth (i) average
assets, liabilities, and stockholders equity, (ii) interest income earned on interest earning assets and interest expense
paid on interest bearing liabilities, (iii) average yields earned on interest earning assets and average rates paid on
interest bearing liabilities, (iv) interest rate spread (the difference between the average yield earned on interest earning
assets and the average rate paid on interest bearing
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liabilities), and (v) net interest margin (net interest income as a percentage of average total interest earning assets). For
purposes of these tables loan balances exclude non-accrual loans, but interest income recorded on non-accrual loans
on a cash basis, which is deemed to be immaterial, is included in interest income. Regulatory stock is included within
available for sale investment securities for this analysis. Additionally, a tax rate of approximately 34% is used to
compute tax-equivalent yields.

YEAR ENDED DECEMBER 31,
2008 2007 2006
INTEREST INTEREST INTEREST
AVERAGHNCOMEYIELD/ AVERAGEINCOME/NIELD/ AVERAGEINCOMEXNIELD/
BALANCHXPENSERATE BALANCEEXPENSERATE BALANCEEXPENSERATE
(IN THOUSANDS, EXCEPT PERCENTAGES)
Interest earning assets:
Loans, net of unearned

income $641,766 $41,100 6.37% $607,507 $41,654 6.82% $564,173 $37,693 6.64%
Deposits with banks 583 13 2.23 500 20 4.00 706 23 3.26
Federal funds sold 114 4 3.54 2,278 121 5.26 62 3 521
Short-term investment in

money market funds 7,136 140 1.96 8,857 203  2.29 5,573 188 3.37
Investment securities:

Available for sale 136,344 5,770 4.03 155,003 6,433 3.96 191,683 7,680 3.92
Held to maturity 17,292 875 5.06 20,257 1,039 5.04 24,448 1,074 4.39

Total investment securities 153,636 6,645 4.13 175,260 7472 4.08 216,131 8,754 3.96

TOTAL INTEREST
EARNING ASSETS/
INTEREST INCOME 803,235 47,902 5.96 794,402 49,470 6.23 786,645 46,661 5.93

Non-interest earning
assets:

Cash and due from banks 16,786 17,750 18,841
Premises and equipment 9,333 8,623 8,324
Other assets 72,249 70,369 68,920
Allowance for loan losses (7,837) (7,755) (8,750)
TOTAL ASSETS $ 893,766 $ 883,389 $ 873,980

Interest bearing liabilities:
Interest bearing deposits:
Interest bearing demand $ 64683 $ 654 1.01% $ 67,132 $ 1,184 1.76% $ 57,817 $ 606 1.05%

Savings 70,255 535 0.76 71,922 549 0.76 81,964 643 0.78
Money market 107,843 2,417 224 158,947 6,040 3.80 172,029 5,741 3.34
Other time 341,185 12,074 3.54 346,134 15,038 4.34 319,220 12,242 3.83

Total interest bearing
deposits 583,966 15,680 2.69 644,135 22811 3.54 631,030 19,232 3.05

71,636 1,403 1.96 19,844 972 4.89 32,821 1,672 5.09
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Federal funds purchased
and other short-term
borrowings

Advances from Federal
Home Loan Bank
Guaranteed junior
subordinated deferrable
interest debentures

11,725

13,085

TOTAL INTEREST
BEARING
LIABILITIES/INTEREST
EXPENSE 680,412
Non-interest bearing
liabilities:

Demand deposits
Other liabilities
Stockholders equity

110,601
9,816
92,937

TOTAL LIABILITIES
AND STOCKHOLDERS
EQUITY $ 893,766
Interest rate spread

Net interest income/net

interest margin

Tax-equivalent adjustment

Net interest income

499 4.26 4,852
1,120 8.57 13,085
18,702 2.75 681,916
105,306
9,703
86,464
$ 883,389
3.21
29,200 3.64%
(83)
$29,117

23

253 5.22 967
1,120  8.57 13,085
25,156  3.69 677,903
104,266

6,765

85,046

$ 873,980

2.54

24,314  3.06%
oD

$24,223

63

1,120

22,087

24,574
(96)

$24,478

6.45

8.57

3.26

2.67

3.12%
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Net interest income may also be analyzed by segregating the volume and rate components of interest income and
interest expense. The table below sets forth an analysis of volume and rate changes in net interest income on a
tax-equivalent basis. For purposes of this table, changes in interest income and interest expense are allocated to
volume and rate categories based upon the respective percentage changes in average balances and average rates.
Changes in net interest income that could not be specifically identified as either a rate or volume change were
allocated proportionately to changes in volume and changes in rate.

2008 vs. 2007 2007 vs. 2006
INCREASE (DECREASE) INCREASE (DECREASE)
DUE TO CHANGE IN: DUE TO CHANGE IN:
AVERAGE AVERAGE
VOLUME RATE TOTAL VOLUME RATE TOTAL
(IN THOUSANDS)

INTEREST EARNED ON:
Loans, net of unearned income $ 3,258 $(3,812) $ (559 $ 2,928 $ 1,033 $ 3,961
Deposits with banks 4 an 7 (14) 11 3)
Federal funds sold (87) 30) 117 118 118
Short-term investments in money
market funds 36) 27) (63) 33 (18) 15
Investment securities:
Available for sale (777) 114 (663) (1,317) 70 (1,247)
Held to maturity (169) 5 (164) (257) 222 (35)
Total investment securities (946) 119 (827) (1,574) 292 (1,282)
Total interest income 2,193 3,761) (1,568) 1,491 1,318 2,809
INTEREST PAID ON:
Interest bearing demand deposits 42) (489) (531) 111 467 578
Savings deposits 14) (14) (78) (16) (94)
Money market (1,591) (2,032) (3,623) (369) 668 299
Other time deposits (213) (2,751) (2,964) 1,084 1,712 2,796
Federal funds purchased and
other short-term borrowings 561 (129) 432 (637) (63) (700)
Advances from Federal Home
Loan Bank 283 37 246 199 9) 190
Total interest expense (1,016) (5,438) (6,454) 310 2,759 3,069
Change in net interest income $ 3,209 $ 1,677 $ 4,886 $ 1,181 $(1,441) $ (260)

LOAN QUALITY. . .AmeriServ Financial s written lending policies require underwriting, loan documentation, and
credit analysis standards to be met prior to funding any loan. After the loan has been approved and funded, continued
periodic credit review is required. The Company s policy is to individually review, as circumstances warrant, each of
its commercial and commercial mortgage loans to determine if a loan is impaired. At a minimum, credit reviews are
mandatory for all commercial and commercial mortgage loan relationships with aggregate balances in excess of
$250,000 within a 12-month period. The Company has also identified three pools of small dollar value homogeneous
loans which are evaluated collectively for impairment. These separate pools are for small business loans $250,000 or
less, residential mortgage loans and consumer loans. Individual loans within these pools are reviewed and removed
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from the pool if factors such as significant delinquency in payments of 90 days or more, bankruptcy, or other negative
economic concerns indicate impairment. The following table sets forth information concerning AmeriServ Financial s
loan delinquency and other non-performing assets.

AT DECEMBER 31,
2008 2007 2006
(IN THOUSANDS,
EXCEPT PERCENTAGES)
Total loan past due 30 to 89 days $1,195 $3,559 $2,991
Total non-accrual loans 3,377 5,238 2,286
Total non-performing assets(1) 4,572 5,280 2,292
Loan delinquency as a percentage of total loans and loans held for
sale, net of unearned income 0.17 % 0.56% 0.51%
Non-accrual loans as a percentage of total loans and loans held
for sale, net of unearned income 0.48 0.82 0.39
Non-performing assets as a percentage of total loans and loans
held for sale, net of unearned income, and other real estate owned 0.65 0.83 0.39
Non-performing assets as a percentage of total assets 0.47 0.58 0.26

(1) Non-performing
assets are
comprised of
(1) loans that are
on a non-accrual
basis, (i1) loans
that are
contractually
past due 90 days
or more as to
interest and
principal
payments and
(i11) other real
estate owned.

Loan delinquency levels have now remained well below 1% for the past three years and reflect the continued good
loan portfolio quality. Non-performing assets have remained in a range of $2.3 million to $5.3 million for the past
three years and ended 2008 at
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$4.6 million or 0.65% of total loans. The $708,000 decline since year-end 2007 reflects the successful workout during
the first quarter of 2008 of the Company s largest non-performing commercial mortgage loan. While we are pleased
with our asset quality, we continue to closely monitor the portfolio given the recessionary economy and the number of
relatively large sized commercial and commercial real estate loans within the portfolio. As of December 31, 2008, the
25 largest credits represented 29.0% of total loans outstanding.

The Company had two loans totaling $1.4 million at December 31, 2008, that had been restructured which
involved granting loan rates less than that of the market rate. Both of these loans are currently in non-accrual status
and are currently not performing with the amended terms.

ALLOWANCE AND PROVISION FOR LOAN LOSSES. . . As described in more detail in the Critical
Accounting Policies and Estimates section of this MD&A, the Company uses a comprehensive methodology and
procedural discipline to maintain an allowance for loan losses to absorb inherent losses in the loan portfolio. The
Company believes this is a critical accounting policy since it involves significant estimates and judgments. The
allowance consists of three elements; 1) reserves established on specifically identified problem loans, 2) formula
driven general reserves established for loan categories based upon historical loss experience and other qualitative
factors which include delinquency and non-performing loan trends, economic trends, concentrations of credit, trends
in loan volume, experience and depth of management, examination and audit results, effects of any changes in lending
policies, and trends in policy, financial information, and documentation exceptions, and 3) a general risk reserve
which provides support for variance from our assessment of the previously listed qualitative factors, provides
protection against credit risks resulting from other inherent risk factors contained in the bank s loan portfolio, and
recognizes the model and estimation risk associated with the specific and formula driven allowances. The qualitative
factors used in the formula driven general reserves are evaluated quarterly (and revised if necessary) by the Company s
management to establish allocations which accommodate each of the listed risk factors. The following table sets forth
changes in the allowance for loan losses and certain ratios for the periods ended.

YEAR ENDED DECEMBER 31,
2008 2007 2006 2005 2004
(IN THOUSANDS, EXCEPT RATIOS AND
PERCENTAGES)
Balance at beginning of year $ 7,252 $ 8,092 $ 9,043 $ 9,893 $ 11,682
Transfer to reserve for unfunded loan commitments (122)
Charge-offs:
Commercial (405) (934) (769) 214) (1,107)
Commercial loans secured by real estate (811) (12) ) (113) (1,928)
Real estate-mortgage (132) (79) (76) (145) (139)
Consumer (365) (307) (397) (403) (867)
Total charge-offs (1,713) (1,332) (1,244) (875) (4,041)
Recoveries:
Commercial 299 40 115 77 410
Commercial loans secured by real estate 39 38 41 15 7
Real estate-mortgage 26 12 19 52 65
Consumer 82 102 143 156 134
Total recoveries 446 192 318 300 616
Net charge-offs (1,267) (1,140) (926) (575) (3,425)
Provision for loan losses 2,925 300 (125) (175) 1,758
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Balance at end of year $ 8910 $ 7252 $ 8,092 $ 9,043 $ 9,893
Loans and loans held for sale, net of unearned income:

Average for the year $644,896 $610,685 $567,435 $528,545 $503,742
At December 31 707,108 636,155 589,435 550,602 521,416
As a percent of average loans and loans held for sale:

Net charge-offs 0.20% 0.19% 0.16% 0.11% 0.68%
Provision for loan losses 0.45 0.05 (0.02) (0.03) 0.35
Allowance as a percent of each of the following:

Total loans and loans held for sale, net of unearned income 1.26 1.14 1.37 1.66 1.90
Total delinquent loans (past due 30 to 89 days) 745.61 203.77 270.54 209.65 298.79
Total non-accrual loans 263.84 138.45 353.98 220.37 255.70
Total non-performing assets 194.88 137.35 353.05 211.89 254.06
Allowance as a multiple of net charge-offs 7.03x 6.36x 8.74x 15.90x 2.89x

Total classified loans (loans rated substandard or doubtful) $ 13,235 $ 10,839 $ 15,163 $ 20,208 $ 22,921
The Company recorded a $2.9 million loan loss provision for 2008 compared to a $300,000 loan loss provision for
2007. The higher loan provision in 2008 was caused by the Company s decision to strengthen its allowance for loan
losses due to the downgrade of the rating classification of several specific performing commercial loans, uncertainties
in the local and national economies and strong growth in total loans in 2008. Overall net charge-offs have trended
upward over the past 4 years. Specifically, for 2008, net
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charge-offs have amounted to $1.3 million or 0.20% of total loans compared to net charge-offs of $1.1 million or
0.19% of total loans for 2007. Overall, the allowance for loan losses provided 195% coverage of non-performing
assets and was 1.26% of total loans at December 31, 2008 compared to 137% of non-performing assets and 1.14% of
total loans at December 31, 2007. The Company has no direct exposure to sub-prime mortgage loans in either the loan
or investment portfolios.

For 2007, the provision for loan losses amounted to $300,000 compared to a negative loan loss provision of
$125,000 for 2006 and $175,000 for 2005. The Company did experience higher net charge-offs in 2007, as net
charge-offs amounted to $1.1 million or 0.19% of total loans compared to net charge-offs of $926,000 or 0.16% of
total loans for 2006. The Company s 2007 net charge-offs were materially impacted by a third quarter $875,000
complete charge-off of a commercial loan that resulted from fraud committed by the borrower.

The following schedule sets forth the allocation of the allowance for loan losses among various loan categories.
This allocation is determined by using the consistent quarterly procedural discipline that was previously discussed.
The entire allowance for loan losses is available to absorb future loan losses in any loan category.

AT DECEMBER 31,

2008 2007 2006 2005 2004
PERCENT PERCENT PERCENT PERCENT PERCENT
OF OF OF OF OF
LOANS LOANS LOANS LOANS LOANS
IN IN IN IN IN
EACH EACH EACH EACH EACH
CATEGORY CATEGORY CATEGORY CATEGORY CATEGORY
TO TO TO TO TO

AMOUNILOANS AMOUNTLOANS AMOUNTLOANS AMOUNTLOANS AMOUNTLOANS
(IN THOUSANDS, EXCEPT PERCENTAGES)
Commercial $2,841 15.6% $2,074 18.7% $2,361 15.6% $3,312 14.6% $2,173 13.8%
Commercial
loans secured by

real estate 4,467 50.0 3,632 44.8 3,546 45.8 3,644 453 5,519 43.2
Real

estate-mortgage 325 31.1 316 33.9 424 35.6 381 36.5 346 38.9
Consumer 925 33 835 2.6 1,000 3.0 1,022 3.6 1,074 4.1
Allocation to

general risk 352 395 761 784 781

Total $8910 100.0% $7,252 100.0% $8,092 100.0% $9,143  100.0% $9,893  100.0%

Even though residential real estate-mortgage loans comprise 31.1% of the Company s total loan portfolio, only
$325,000 or 3.6% of the total allowance for loan losses is allocated against this loan category. The residential real
estate-mortgage loan allocation is based upon the Company s five-year historical average of actual loan charge-offs
experienced in that category and other qualitative factors. The disproportionately higher allocations for commercial
loans and commercial loans secured by real estate reflect the increased credit risk associated with this type of lending,
the Company s historical loss experience in these categories, and other qualitative factors.

Based on the Company s allowance for loan loss methodology and the related assessment of the inherent risk
factors contained within the Company s loan portfolio, we believe that the allowance for loan losses was adequate at
December 31, 2008 to cover losses within the Company s loan portfolio.

NON-INTEREST INCOME. . Non-interest income for 2008 totalled $16.4 million; an increase of $1.7 million or
11.7% from 2007. Factors contributing to this increased level of non-interest income in 2008 included:
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a $1.4 million increase in revenue from bank owned life insurance (BOLI) due to increased payments of death
claims in 2008.

a $170,000 increase in gains on loans held for sale due to increased residential mortgage loan sales into the
secondary market in 2008. There were $37.5 million of residential mortgage loans sold into the secondary
market in 2008 compared to $26.7 million in 2007.

a $490,000 or 19.0% increase in deposit service charges due to increased overdraft fees and greater service
charge revenue that resulted from a realignment of the bank s checking accounts to include more fee based
products.

a $195,000 decrease in investment advisory fees as a result of a drop in assets under management due to the
declines experienced in the equity markets in 2008.
26
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Non-interest income for 2007 totaled $14.7 million; a $1.9 million or 14.5% increase from the 2006 performance.
Factors contributing to the net increase in non-interest income in 2007 included:

a $974,000 increase in investment advisory fees resulting from the acquisition of West Chester Capital
Advisors in March 2007.

a $234,000 or 3.6% increase in trust fees due to continued successful new business development efforts. The
fair market value of trust customer assets grew by 5.9% to $1.9 billion at December 31, 2007.

a $202,000 increase in gains realized on residential mortgage loan sales into the secondary market in 2007.
There were $26.3 million of residential mortgage loans sold into the secondary market in 2007 compared to
$11.5 million in 2006.

other income increased by $377,000 in 2007 or 15.4% due in part to a $200,000 gain realized on the sale of a
bank owned operations facility that was no longer being fully utilized. The Company also benefited from a
$69,000 gain realized on the sale of a closed branch facility in the third quarter of 2007.

NON-INTEREST EXPENSE. . . Non-interest expense for 2008 totalled $35.6 million; a $965,000 or 2.8%
increase from 2007. Factors contributing to the higher non-interest expense in 2008 included:

a $887,000 increase in other expense was largely caused by the non-recurrence of a favorable $400,000
recovery related to previous mortgage servicing operation that was realized in 2007 and greater marketing,
other real estate owned, and telephone expenses in 2008. The higher other real estate expense was due to the
Company taking possession of a commercial apartment building in the first half of 2008.

a $385,000 increase in professional fees due to higher legal costs related to the Trust Company matters, and
higher consulting and other professional fees related to productivity studies in 2008.

a $122,000 decrease in salaries and employee benefits due primarily to lower medical insurance premiums in
2008 as a result of a switch in carriers.

a $368,000 decrease in equipment expense resulting from the benefits achieved on the migration to a new core
data processing operating system and mainframe processor.

a $91,000 penalty realized on the prepayment of $6 million of Federal Home Loan Bank debt. This charge
resulted from the Company s decision to retire some higher cost advances and replace them with lower cost
current market rate borrowings in order to reduce ongoing interest expense.

Non-interest expense for 2007 totaled $34.7 million, a $20,000 decrease from 2006. This overall decline in total
non-interest expense occurred even after the inclusion of $820,000 of non-interest expenses from the acquired West
Chester Capital Advisors. Factors contributing to the net decrease in non-interest expense in 2007 included:

salaries and employee benefits increased by $670,000 or 3.6% due primarily to $588,000 of personnel costs
related to the West Chester Capital Advisors acquisition and an $85,000 curtailment charge for an early
retirement program.

equipment expense decreased by $304,000 or 12.9% due to lower depreciation expense and maintenance costs.

FDIC deposit insurance expense declined by $104,000 or 54.2% due to the termination of the Memorandum of
Understanding that the Company had been operating under in the first quarter of 2006.

other expenses declined by $268,000 due to a recovery on a previous mortgage loan servicing operation and

our continuing focus on cost reduction and rationalization that has resulted in numerous expense reductions in
categories such as software amortization, collection costs, telephone costs, and other taxes and insurance.
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INCOME TAX EXPENSE. . . The Company recorded an income tax expense of $1.5 million in 2008 which
reflects an effective tax rate of 21.1%. The income tax expense recorded in 2007 was $924,000 or an effective tax rate
of 23.3%. The Company was able to record a lower effective tax rate in 2008 despite an increased level of pre-tax
income due to greater tax-free revenue from BOLI. BOLI is the Company s largest source of tax-free income. The
Company s deferred tax asset declined to $12.7 million at December 31, 2008 due to the ongoing utilization of net
operating loss carryforwards and improved market value of the AFS investment portfolio.
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SEGMENT RESULTS. . . Retail banking s net income contribution was $2.7 million in 2008 compared to
$2.0 million in 2007 and $1.2 million in 2006. The 2008 net income is better than 2007 due to the positive impact of
increased non-interest revenue in line items such as deposit service charges, bank owned life insurance, and gain on
residential mortgage loan sales. Retail banking also benefited from reduced non-interest expenses due to lower
salaries/benefits costs and reduced occupancy costs as a result of the consolidation and closing of two offices in our
branch network. These items more than offset reduced net interest income and a higher provision for loan losses.
Retail banking s net income contribution in 2007 was $776,000 better than 2006 also due to higher non- interest
income and lower non-interest expense. The reduced net interest income in 2007 reflected increased deposit costs due
to the negative impact that the flat to inverted yield curve had on customers shifting into higher cost certificates of
deposit.

The commercial lending segment net income was $2.3 million in 2008 compared to $3.2 million in 2007 and
$2.6 million in 2006. The reduced net income contribution in 2008 was caused by an increased provision for loan
losses due to the previously discussed strengthening of the allowance for loan losses and higher non-interest expenses.
These factors more than offset an increased level of net interest income that resulted from the strong growth in
commercial real-estate loans achieved in 2008. Assets within the commercial lending segment increased by
$68 million or 16.9% during 2008 after achieving growth of 21.2% in 2007.

The trust segment s net income contribution was $1.3 million in 2008 compared to $1.8 million in 2007. One factor
responsible for the decrease between years was less investment advisory and trust revenue as a result of fewer assets
under management due to the declines experienced in the equity markets during 2008. Another factor causing the drop
between years was increased non-interest expenses due in part to higher legal and professional costs incurred in
conjunction with the movement of the union collective investment Build Fund into liquidation status. The Company
expects this fund to be liquidated over a 3 to 5 year period given the current real estate market conditions. The trust
segment s net income contribution in 2007 amounted to $1.8 million, which was up $99,000 from 2006. Successful
new business development and the acquisition of West Chester Capital Advisors caused revenues to increase at a
faster pace than expenses in 2007. Overall, the fair market value of trust assets totaled $1.55 billion at December 31,
2008, a decrease of $329 million or 17.5% from the December 31, 2007 total of $1.88 billion.

The investment/parent segment reported a net loss of $783,000 in 2008 compared to losses of $3.9 million in 2007
and $3.2 million in 2006. The Company s balance sheet positioning allowed it to benefit from the significant Federal
Reserve reductions in short-term interest rates and the return to a more traditional positively sloped yield curve, which
has caused net interest income in this segment to increase. This was the primary factor responsible for the reduced net
loss in 2008. In addition, the previously discussed investment portfolio repositioning to improve the portfolio yield
also benefitted this segment.

For greater discussion on the future strategic direction of the Company s key business segments, see Forward
Looking Statements which begins on page 35.

BALANCE SHEET. . . The Company s total consolidated assets were $967 million at December 31, 2008
compared with $905 million at December 31, 2007, which represents an increase of $62 million or 6.9%. This higher
level of assets resulted primarily from an increased level of loans. The Company s loans totaled $707 million at
December 31, 2008, an increase of $71 million or 11.2% from year-end 2007 due to commercial real estate loan
growth. The Company s commercial loan pipelines remain strong as we enter 2009 we expect to see continued growth
in new loan fundings during the first half of 2009. Investment securities declined by $16 million in 2008 due to
increased calls of agency securities and normal portfolio cash flow. The Company has elected to utilize this excess
cash to fund loan growth. Short-term investments in money market funds increased to $16 million as a portion of the
recently received proceeds from the $21 million Capital Purchase Program have been temporarily invested in this
product.

The Company s deposits totalled $695 million at December 31, 2008, which was $15 million or 2.2% lower than
December 31, 2007 due to a decline in certificates of deposit. The Company elected to use more wholesale
borrowings as a funding source because they cost less than certificates of deposit during the majority of 2008. As a
result, total FHLB short-term borrowings and advances increased by $52 million during 2008. The Company s total
stockholders equity increased by $23 million since year-end 2007 to $113 million due primarily to the issuance of
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$21 million of preferred stock through the U.S. Treasury s Capital Purchase Program(CPP). The CPP is a voluntary
program designed to provide capital to healthy, well managed financial institutions in order to increase the availability
of credit to businesses and individuals. The remainder of the increase in capital was due to the net retention of
earnings after repurchasing stock and paying one common dividend in 2008. Overall, the Company has a strong
capital position and is considered well capitalized for regulatory purposes with an asset leverage ratio of 12.15% at
December 31, 2008 compared to 9.74% at December 31, 2007. The Company s book value per share at December 31,
2008 was $4.39 and its tangible book value per share was $3.75.

LIQUIDITY. . . The Bank s liquidity position has been strong during the last several years when the Bank was
undergoing a turnaround and a return to traditional community banking. Our core retail deposit base has remained
stable throughout this period and has been adequate to fund the Bank s operations. Cash flow from maturities,
prepayments and amortization of securities was used to fund the strong net loan growth that the Company has
achieved over the past several years. At the end of 2008, the Company s loan to
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deposit ratio for the first time exceeded 100%, and as a result we plan to focus more aggressively on raising deposits
in 2008 to fund future loan growth. We do not expect to increase borrowings above their current level.

Liquidity can also be analyzed by utilizing the Consolidated Statement of Cash Flows. Cash and cash equivalents
increased by $6 million from December 31, 2007, to December 31, 2008, due to $52 million of cash provided by
financing activities and $6 million of cash provided by operating activities. This was partially offset by $52 million of
cash used in investing activities. Within investing activities, cash provided by investment security maturities and sales
exceeded purchases of new investment securities by $22 million. However, the net use of cash in investing activities
was due to loan growth. Cash advanced for new loan fundings and purchases totaled $209 million and was
$72 million higher than the $137 million of cash received from loan principal payments and sales. Within financing
activities, the Company experienced a net $17 million decline in deposits due to reduced certificates of deposit. The
Company more than replaced these deposits with short-term FHLB borrowings and advances, which we chose to
increase by $52 million due to more attractive funding costs. The CPP preferred stock issuance also provided the
Company with $21 million of cash from financing activities.

The parent company had $23 million of cash and short-term investments at December 31, 2008 compared to
$4 million at December 31, 2007. Dividend payments from subsidiaries and the settlement of the inter-company tax
position also provide ongoing cash to the parent. As of December 31, 2008, the subsidiary bank had $3.9 million of
cash available for dividend upstream per the applicable regulatory formulas.

Financial institutions must maintain liquidity to meet day-to-day requirements of depositors and borrowers, take
advantage of market opportunities, and provide a cushion against unforeseen needs. Liquidity needs can be met by
either reducing assets or increasing liabilities. Sources of asset liquidity are provided by short-term investment
securities, time deposits with banks, federal funds sold, short-term investments in money market funds, banker s
acceptances, and commercial paper. These assets totaled $42 million at December 31, 2008 and $8 million at
December 31, 2007. Maturing and repaying loans, as well as the monthly cash flow associated with mortgage-backed
securities and security maturities are other significant sources of asset liquidity for the Company.

Liability liquidity can be met by attracting deposits with competitive rates, using repurchase agreements, buying
federal funds, or utilizing the facilities of the Federal Reserve or the Federal Home Loan Bank systems. The Company
utilizes a variety of these methods of liability liquidity. Additionally, the Company s subsidiary bank is a member of
the Federal Home Loan Bank, which provides the opportunity to obtain short- to longer-term advances based upon the
Bank s investment in assets secured by one- to four-family residential real estate. At December 31, 2008, the bank had
immediately available $183 million of overnight borrowing availability at the FHLB and $10 million of unsecured
federal funds lines with correspondent banks. The Company believes it has ample liquidity available to fund
outstanding loan commitments if they were fully drawn upon.

CAPITAL RESOURCES. . . The Company exceeds all regulatory capital ratios for each of the periods presented
and is considered well capitalized. The asset leverage ratio was 12.15% and the Tier 1 capital ratio was 14.66% at
December 31, 2008 compared to 9.74% and 12.79% at December 31, 2007. The impact of other comprehensive loss is
excluded from the regulatory capital ratios. At December 31, 2008, accumulated other comprehensive loss amounted
to $4.2 million. The Company s tangible equity to assets ratio was 8.90% and its tangible common equity to assets
ratio was 8.30% at December 31, 2008. We anticipate that our strong capital ratios may further increase in 2009 due to
the retention of all earnings that will be partially offset by preferred dividend requirements and growth of the balance
sheet.

In January 2008, the Company s Board of Directors approved a repurchase program to buyback up to 5% or
approximately 1.1 million of its outstanding common shares. The Company completed this program in 2008 by
repurchasing 1,098,000 shares of its common stock at an average price of $2.58. The Company also used $544,000 of
cash to pay a 2.5 cent common dividend to its shareholders in the fourth quarter of 2008. As a result of our decision to
accept the $21 million CPP preferred stock investment, for a period of three years we are no longer permitted to
repurchase stock or declare and pay common dividends without the consent of the U.S. Treasury.

INTEREST RATE SENSITIVITY. . . Asset/liability management involves managing the risks associated with
changing interest rates and the resulting impact on the Company s net interest income, net income and capital. The
management and measurement of interest rate risk at AmeriServ Financial is performed by using the following tools:
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1) simulation modeling, which analyzes the impact of interest rate changes on net interest income, net income and
capital levels over specific future time periods. The simulation modeling forecasts earnings under a variety of
scenarios that incorporate changes in the absolute level of interest rates, the shape of the yield curve, prepayments and
changes in the volumes and rates of various loan and deposit categories. The simulation modeling incorporates
assumptions about reinvestment and the repricing characteristics of certain assets and liabilities without stated
contractual maturities; 2) market value of portfolio equity sensitivity analysis, and 3) static GAP analysis, which
analyzes the extent to which interest rate sensitive assets and interest rate sensitive liabilities are matched at specific
points in time. The overall interest rate risk position and strategies are reviewed by senior management and the
Company s Board of Directors on an ongoing basis.
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The following table presents a summary of the Company s static GAP positions at December 31, 2008:

OVER OVER
3 6
MONTHS MONTHS
3
MONTHS THROUGH THROUGH OVER
6

OR LESS MONTHS 1 YEAR 1 YEAR TOTAL
INTEREST SENSITIVITY PERIOD (IN THOUSANDS, EXCEPT RATIOS AND PERCENTAGES)
RATE SENSITIVE ASSETS:
Loans and loans held for sale $ 225,644 $ 55,561 $ 93,070 $ 323,923 $ 698,198
Investment securities 12,207 23,238 34,638 72,592 142,675
Short-term assets 17,179 17,179
Regulatory stock 7,614 2,125 9,739
Bank owned life insurance 32,929 32,929
Total rate sensitive assets $ 262,644 $ 78,799 $ 160,637 $ 398,640 $900,720
RATE SENSITIVE LIABILITIES:
Deposits:
Non-interest bearing deposits $ $ $ $116,372 $116,372
NOW 4,379 56,521 60,900
Money market 116,667 13,025 129,692
Other savings 17,670 53,012 70,682
Certificates of deposit of $100,000 or
more 11,813 13,382 3,565 7,406 36,166
Other time deposits 104,374 25,239 35,546 115,985 281,144
Total deposits 254,903 38,621 39,111 362,321 694,956
Borrowings 119,932 12 3,029 23,890 146,863
Total rate sensitive liabilities $ 374,835 $ 38,633 $ 42,140 $ 386,211 $ 841,819
INTEREST SENSITIVITY GAP:
Interval (112,191) 40,166 118,497 12,429
Cumulative $(112,191) $ (72,025) $ 46,472 $ 58,901 $ 58,901
Period GAP ratio 0.70X 2.04X 3.81X 1.03X
Cumulative GAP ratio 0.70 0.83 1.10 1.07
Ratio of cumulative GAP to total assets (11.60) % (7.45) % 4.81% 6.09%

When December 31, 2008, is compared to December 31, 2007, the ratio of the cumulative GAP to total assets
through one year became more positive due to an anticipated increase in asset prepayment speeds. While the
Company does have a negative gap position through six months, the absolute low level of rates makes this table more
difficult to analyze since there is little room for certain liabilities to reprice downward further.

Management places primary emphasis on simulation modeling to manage and measure interest rate risk. The
Company s asset/liability management policy seeks to limit net interest income variability over the first twelve months
of the forecast period to +/-7.5%, which include, interest rate movements of 200 basis points. Additionally, the
Company also uses market value sensitivity measures to further evaluate the balance sheet exposure to changes in
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interest rates. The Company monitors the trends in market value of portfolio equity sensitivity analysis on a quarterly
basis.

The following table presents an analysis of the sensitivity inherent in the Company s net interest income and market
value of portfolio equity. The interest rate scenarios in the table compare the Company s base forecast, which was
prepared using a flat interest rate scenario, to scenarios that reflect immediate interest rate changes of 100 and 200
basis points. Note that we suspended the 200 basis point downward rate shock since it has little value due to the
absolute low level of interest rates. Each rate scenario contains unique prepayment and repricing assumptions that are
applied to the Company s existing balance sheet that was developed under the flat interest rate scenario.

VARIABILITY
OF CHANGE IN
NET MARKET VALUE
INTEREST OF
PORTFOLIO

INTEREST RATE SCENARIO INCOME EQUITY
200 bp increase (0.7)% 6.6%
100 bp increase 1.7 6.2
100 bp decrease 9.6) (14.9)

The variability of net interest income is negative in the 100 basis point downward rate scenario as the Company
has more exposure to assets repricing downward to a greater extent than liabilities due to the absolute low level of
interest rates with the fed funds rate currently at 0.25%. There is only limited net interest income variability in the
increasing interest rate scenarios. The market value of portfolio equity increases in the upward rate shocks due to
improved value of the Company s core deposit base. Negative variability of market value of portfolio equity occurred
in the downward rate shock due to a reduced value for core deposits.
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Within the investment portfolio at December 31, 2008, 89% of the portfolio is classified as available for sale and
11% as held to maturity. The available for sale classification provides management with greater flexibility to manage
the securities portfolio to better achieve overall balance sheet rate sensitivity goals and provide liquidity to fund loan
growth if needed. The mark to market of the available for sale securities does inject more volatility in the book value
of equity, but has no impact on regulatory capital. There are 21 securities that are temporarily impaired at
December 31, 2008. The Company reviews its securities quarterly and has asserted that at December 31, 2008, the
impaired value of securities represents temporary declines due to movements in interest rates and the Company does
have the ability and intent to hold those securities to maturity or to allow a market recovery. Furthermore, it is the
Company s intent to manage its long-term interest rate risk by continuing to sell newly originated fixed-rate 30-year
mortgage loans into the secondary market. The Company also periodically sells 15-year fixed rate mortgage loans into
the secondary market as well. For the year 2008, 65% of all residential mortgage loan production was sold into the
secondary market.

The amount of loans outstanding by category as of December 31, 2008, which are due in (i) one year or less,

(i1) more than one year through five years, and (iii) over five years, are shown in the following table. Loan balances
are also categorized according to their sensitivity to changes in interest rates.

MORE
THAN ONE
ONE YEAR
YEAR OVER
OR THROUGH FIVE TOTAL
FIVE
LESS YEARS YEARS LOANS
(IN THOUSANDS, EXCEPT RATIOS)

Commercial $ 30,654 $ 66,319 $ 13,224 $110,197
Commercial loans secured by real estate 39,622 132,074 182,174 353,870
Real estate-mortgage 54,201 77,716 88,011 219,928
Consumer 8,133 2,143 13,528 23,804
Total $132,610 $ 278,252 $ 296,937 $707,799
Loans with fixed-rate $ 71,304 $ 148,603 $ 140,388 $ 360,295
Loans with floating-rate 61,306 129,649 156,549 347,504
Total $132,610 $ 278,252 $ 296,937 $707,799
Percent composition of maturity 18.7% 39.3% 42.0% 100.0%
Fixed-rate loans as a percentage of total
loans 50.9%
Floating-rate loans as a percentage of total
loans 49.1%

The loan maturity information is based upon original loan terms and is not adjusted for principal paydowns and
rollovers. In the ordinary course of business, loans maturing within one year may be renewed, in whole or in part, as
to principal amount at interest rates prevailing at the date of renewal.

CONTRACTUAL OBLIGATIONS. . .The following table presents, as of December 31, 2008, significant fixed
and determinable contractual obligations to third parties by payment date. Further discussion of the nature of each
obligation is included in the referenced note to the consolidated financial statements.
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ONE
NOTE YEAR
REFERENCE OR LESS
Deposits without a
stated maturity 8 $377,646
Certificates of deposit™* 8 200,784
Borrowed funds* 10 125,420
Guaranteed junior
subordinated deferrable
interest debentures* 10
Pension obligation 13 1,500
Lease commitments 14 613

*  Includes interest
based upon
interest rates in
effect at
December 31,
2008. Future
changes in
market interest
rates could
materially affect
contractual
amounts to be
paid.
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PAYMENTS DUE IN
ONE TO THREE TO
THREE FIVE
YEARS YEARS

(IN THOUSANDS)

$ $
86,957 30,823
11,190 147
945 428

OVER
FIVE
YEARS

24,255
692

32,158

391

TOTAL

$377,646
342,819
137,449

32,158
1,500
2,377

OFF BALANCE SHEET ARRANGEMENTS. . . The Bank incurs off-balance sheet risks in the normal course of
business in order to meet the financing needs of its customers. These risks derive from commitments to extend credit
and standby letters of credit. Such commitments and standby letters of credit involve, to varying degrees, elements of
credit risk in excess of the amount recognized in the consolidated financial statements. The Company s exposure to
credit loss in the event of nonperformance by the other party to these commitments to extend credit and standby letters
of credit is represented by their contractual amounts. The Bank uses the same
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credit and collateral policies in making commitments and conditional obligations as for all other lending. The
Company had various outstanding commitments to extend credit approximating $112,192,000 and standby letters of
credit of $13,064,000 as of December 31, 2008. The Company can also use various interest rate contracts, such as
interest rate swaps, caps, floors and swaptions to help manage interest rate and market valuation risk exposure, which
is incurred in normal recurrent banking activities. As of December 31, 2008, the Company had $18 million in interest
rate swaps outstanding.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES. . . The accounting and reporting policies of the
Company are in accordance with Generally Accepted Accounting Principles and conform to general practices within
the banking industry. Accounting and reporting policies for the allowance for loan losses, goodwill and core deposit
intangibles and income taxes are deemed critical because they involve the use of estimates and require significant
management judgments. Application of assumptions different than those used by the Company could result in material
changes in the Company s financial position or results of operation.

ACCOUNT Allowance for Loan Losses

BALANCE SHEET REFERENCE Allowance for Loan Losses

INCOME STATEMENT REFERENCE Provision for Loan Losses

DESCRIPTION

The allowance for loan losses is calculated with the objective of maintaining reserve levels believed by
management to be sufficient to absorb estimated probable credit losses. Management s determination of the adequacy
of the allowance is based on periodic evaluations of the credit portfolio and other relevant factors. However, this
evaluation is inherently subjective as it requires material estimates, including, among others, likelihood of customer
default, loss given default, exposure at default, the amounts and timing of expected future cash flows on impaired
loans, value of collateral, estimated losses on consumer loans and residential mortgages, and general amounts for
historical loss experience. This process also considers economic conditions, uncertainties in estimating losses and
inherent risks in the various credit portfolios. All of these factors may be susceptible to significant change. Also, the
allocation of the allowance for credit losses to specific loan pools is based on historical loss trends and management s
judgment concerning those trends.

Commercial and commercial mortgage loans are the largest category of credits and the most sensitive to changes in
assumptions and judgments underlying the determination of the allowance for loan loss. Approximately $7.3 million,
or 82%, of the total allowance for loan losses at December 31, 2008 has been allotted to these two loan categories.
This allocation also considers other relevant factors such as actual versus estimated losses, economic trends,
delinquencies, concentrations of credit, trends in loan volume, experience and depth of management, examination and
audit results, effects of any changes in lending policies and trends in policy, financial information and documentation
exceptions. To the extent actual outcomes differ from management estimates, additional provision for credit losses
may be required that would adversely impact earnings in future periods.

ACCOUNT Goodwill and core deposit intangibles

BALANCE SHEET REFERENCE  Goodwill and core deposit intangibles

INCOME STATEMENT REFERENCE  Goodwill impairment and amortization of core deposit intangibles

DESCRIPTION

The Company considers our accounting policies related to goodwill and core deposit intangibles to be critical
because the assumptions or judgment used in determining the fair value of assets and liabilities acquired in past
acquisitions are subjective and complex. As a result, changes in these assumptions or judgment could have a
significant impact on our financial condition or results of operations.

The fair value of acquired assets and liabilities, including the resulting goodwill, was based either on quoted
market prices or provided by other third party sources, when available. When third party information was not
available, estimates were made in good faith by management primarily through the use of internal cash flow modeling
techniques. The assumptions that were used in the cash flow modeling were subjective and are susceptible to
significant changes. The Company routinely utilizes the services of an independent third party that is regarded within
the banking industry as an expert in valuing core deposits to monitor the ongoing value and changes in the Company s
core deposit base. These core deposit valuation updates are based upon specific data provided from statistical analysis
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of the bank s own deposit behavior to estimate the duration of these non-maturity deposits combined with market
interest rates and other economic factors.
32

59



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

Goodwill arising from business combinations represents the value attributable to unidentifiable intangible elements
in the business acquired. The Company s goodwill relates to value inherent in the banking business and the value is
dependent upon the Company s ability to provide quality, cost-effective services in the face of free competition from
other market participants on a regional basis. This ability relies upon continuing investments in processing systems,
the development of value-added service features and the ease of use the Company s services. As such, goodwill value
is supported ultimately by revenue that is driven by the volume of business transacted and the loyalty of the
Company s deposit base over a longer time frame. The quality and value of a Company s assets is also an important
factor to consider when performing goodwill impairment testing. A decline in earnings as a result of a lack of growth
or the inability to deliver cost-effective value added services over sustained periods can lead to impairment of
goodwill.

Goodwill which has an indefinite useful life is tested for impairment at least annually and written down and
charged to results of operations only in periods in which the recorded value is more than the estimated fair value. The
Company s testing in 2008 indicated that its goodwill was not impaired. Core deposit intangibles that have a finite life
will continue to be amortized over their useful life and are also regularly evaluated for impairment.

As of December 31, 2008, goodwill and core deposit intangibles were not considered impaired; however,
deteriorating economic conditions could result in impairment, which could adversely affect earnings in future periods.

ACCOUNT Income Taxes

BALANCE SHEET REFERENCE Deferred Tax Asset and Current Taxes Payable

INCOME STATEMENT REFERENCE Provision for Income Taxes

DESCRIPTION

In accordance with the liability method of accounting for income taxes specified in Statement of Financial
Accounting Standards (FAS) #109, Accounting for Income Taxes the provision for income taxes is the sum of income
taxes both currently payable and deferred. The changes in deferred tax assets and liabilities are determined based upon
the changes in differences between the basis of asset and liabilities for financial reporting purposes and the basis of
assets and liabilities as measured by the enacted tax rates that management estimates will be in effect when the
differences reverse.

In relation to recording the provision for income taxes, management must estimate the future tax rates applicable to
the reversal of tax differences, make certain assumptions regarding whether tax differences are permanent or
temporary and the related timing of the expected reversal. Also, estimates are made as to whether taxable operating
income in future periods will be sufficient to fully recognize any gross deferred tax assets. If recovery is not likely, we
must increase our provision for taxes by recording a valuation allowance against the deferred tax assets that we
estimate will not ultimately be recoverable. Alternatively, we may make estimates about the potential usage of
deferred tax assets that decrease our valuation allowances. As of December 31, 2008, we believe that all of the
deferred tax assets recorded on our balance sheet will ultimately be recovered and that no valuation allowances were
needed.

In addition, the calculation of our tax liabilities involves dealing with uncertainties in the application of complex
tax regulations. We recognize liabilities for anticipated tax audit issues based on our estimate of whether, and the
extent to which, additional taxes will be due. If we ultimately determine that payment of these amounts is
unnecessary, we reverse the liability and recognize a tax benefit during the period in which we determine that the
liability is no longer necessary. We record an additional charge in our provision for taxes in the period in which we
determine that the recorded tax liability is less than we expect the ultimate assessment to be.

ACCOUNT Investment Securities

BALANCE SHEET REFERENCE Investment Securities

INCOME STATEMENT REFERENCE Net realized gains (losses) on investment securities

DESCRIPTION

Available-for-sale and held-to-maturity securities are reviewed quarterly for possible other-than-temporary
impairment. The review includes an analysis of the facts and circumstances of each individual investment such as the
severity of loss, the length of time the fair value has been below cost, the expectation for that security s performance,
the creditworthiness of the issuer and the Company s intent and ability to hold the security to recovery. A decline in
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value that is considered to be other-than-temporary is recorded as a loss within non-interest income in the
Consolidated Statements of Operations. At December 31, 2008, 97% of the
33

61



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

unrealized losses in the available-for-sale security portfolio were comprised of securities issued by Government
agencies, U.S. Treasury or Government sponsored agencies. The Company believes the price movements in these
securities are dependent upon the movement in market interest rates. The Company s management also maintains the
intent and ability to hold securities in an unrealized loss position to the earlier of the recovery of losses or maturity.

FORWARD LOOKING STATEMENTS. . .

THE STRATEGIC FOCUS:

The challenge for the future is to improve earnings performance to peer levels through a disciplined focus on
community banking and our growing Trust Company. In accordance with our strategic plan, AmeriServ will maintain
its focus as a community bank delivering banking and trust services to the best of our ability. This company will not
succumb to the lure of quick fixes and fancy financial gimmicks. We have seen where that path leads, and have
marveled at how many knowledgeable people fall victim. It is our plan to continue to build AmeriServ into a potent
banking force in this region and in this industry. Our focus encompasses the following:

Customer Service it is the existing and prospective customer that AmeriServ must satisfy. This means good products
and fair prices. But it also means quick response time and professional competence. It means speedy problem
resolution and a minimizing of bureaucratic frustrations. AmeriServ is training and motivating its staff to meet these
standards.

Revenue Growth It is necessary for AmeriServ to focus on growing revenues. This means loan growth, deposit
growth and fee growth. It also means close coordination between all customer service areas so as many revenue
producing products as possible can be presented to existing and prospective customers. The Company s Strategic Plan
contains action plans in each of these areas. This challenge will be met by seeking to exceed customer expectations in
every area. An examination of the peer bank database provides ample proof that a well executed community banking
business model can generate a reliable and rewarding revenue stream.

Expense Rationalization a quick review of recent AmeriServ financial statements tells the story of a continuing
process of trying to rationalize expenses. This has not been a program of broad based cuts but has been targeted so
AmeriServ stays strong but spends less. However, this initiative takes on new importance because it is critical to be
certain that future expenditures are directed to areas that are playing a positive role in the drive to improve revenues.

Each of the preceding charges has become the focus at AmeriServ, particularly in the three major customer service,
revenue generating areas.

1. THE RETAIL BANK this business unit had a successful 2008 and is eager to continue to grow. It has a solid
array of banking services that includes deposit gathering, consumer lending and residential mortgages. With its
broad distribution of community offices in its primary market, this business unit provides a solid foundation for
the company to grow from.

2. COMMERCIAL LENDING this business unit is already in a growth mode. It has totally revised procedures and
has recruited an experienced professional staff. But it also has the skills and energy to provide financial advice
and counsel. The challenge is to shorten response time, to eliminate bureaucracy and to always understand the
needs of the customer. This business unit has already proven its value with record loan production in each of the
past two years. The challenge is to maintain this momentum and to continue working to maximize its potential.

3. TRUST COMPANY the Trust Company has already proven its ability to grow its assets under management
along with its fees. It has restructured itself into a true 21st Century business model which has improved its
marketplace focus. It has a positive investment performance record which enables it to excel in traditional trust
functions such as wealth management. But also, it has shown creativity in building a position of substance in the
vast world of union managed pension funds. Resources will continue to be channeled to the Trust Company so
that this kind of creativity can continue to lead to new opportunities. Also, synergies need to be developed
between the Trust Company and West Chester Capital Advisors so that revenue growth can be further enhanced.
This Form 10-K contains various forward-looking statements and includes assumptions concerning the Company s
beliefs, plans, objectives, goals, expectations, anticipations estimates, intentions, operations, future results, and
prospects, including statements that include the words may, could, should, would, believe, expect, anticipat
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intend, plan or similar expressions. These forward-looking statements are based upon current expectations and are
subject to risk and uncertainties. In connection with the safe harbor provisions of the Private Securities Litigation
Reform Act of 1995, the Company provides the following cautionary statement identifying important factors (some of
which are beyond the Company s control) which could cause
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the actual results or events to differ materially from those set forth in or implied by the forward-looking statements
and related assumptions.

Such factors include the following: (i) the effect of changing regional and national economic conditions; (ii) the
effects of trade, monetary and fiscal policies and laws, including interest rate policies of the Board of Governors of the
Federal Reserve System; (iii) significant changes in interest rates and prepayment speeds; (iv) inflation, stock and
bond market, and monetary fluctuations; (v) credit risks of commercial, real estate, consumer, and other lending
activities; (vi) changes in federal and state banking and financial services laws and regulations; (vii) the presence in
the Company s market area of competitors with greater financial resources than the Company; (viii) the timely
development of competitive new products and services by the Company and the acceptance of those products and
services by customers and regulators (when required); (ix) the willingness of customers to substitute competitors
products and services for those of the Company and vice versa; (x) changes in consumer spending and savings habits;
(xi) unanticipated regulatory or judicial proceedings; and (xii) other external developments which could materially
impact the Company s operational and financial performance.

The foregoing list of important factors is not exclusive, and neither such list nor any forward-looking statement
takes into account the impact that any future acquisition may have on the Company and on any such forward-looking
statement.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Risk identification and management are essential elements for the successful management of the Company. In the
normal course of business, the Company is subject to various types of risk, including interest rate, credit, and liquidity
risk. The Company controls and monitors these risks with policies, procedures, and various levels of managerial and
Board oversight. The Company s objective is to optimize profitability while managing and controlling risk within
Board approved policy limits.

Interest rate risk is the sensitivity of net interest income and the market value of financial instruments to the
magnitude, direction, and frequency of changes in interest rates. Interest rate risk results from various repricing
frequencies and the maturity structure of assets, liabilities, and hedges. The Company uses its asset liability
management policy and hedging policy to control and manage interest rate risk.

Liquidity risk represents the inability to generate cash or otherwise obtain funds at reasonable rates to satisfy
commitments to borrowers, as well as, the obligations to depositors and debtholders. The Company uses its asset
liability management policy and contingency funding plan to control and manage liquidity risk.

Credit risk represents the possibility that a customer may not perform in accordance with contractual terms. Credit
risk results from extending credit to customers, purchasing securities, and entering into certain off-balance sheet loan
funding commitments. The Company s primary credit risk occurs in the loan portfolio. The Company uses its credit
policy and disciplined approach to evaluating the adequacy of the allowance for loan losses to control and manage
credit risk. The Company s investment policy and hedging policy strictly limit the amount of credit risk that may be
assumed in the investment portfolio and through hedging activities.

For information regarding the market risk of the Company s financial instruments, see Interest Rate Sensitivity in the
MD&A presented on pages 30-32. The Company s principal market risk exposure is to interest rates.
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ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

AMERISERYV FINANCIAL, INC.
CONSOLIDATED BALANCE SHEETS

ASSETS

Cash and due from depository institutions
Interest bearing deposits

Short-term investments in money market funds

Cash and cash equivalents

Investment securities:
Available for sale
Held to maturity (market value $16,323 at December 31, 2008 and $18,378 at
December 31, 2007)
Loans held for sale
Loans
Less: Unearned income
Allowance for loan losses

Net loans

Premises and equipment, net
Accrued income receivable
Goodwill

Core deposit intangibles
Bank owned life insurance
Net deferred tax asset
Regulatory stock

Other assets

TOTAL ASSETS

LIABILITIES
Non-interest bearing deposits
Interest bearing deposits

Total deposits
Short-term borrowings

Advances from Federal Home Loan Bank
Guaranteed junior subordinated deferrable interest debentures

AT DECEMBER 31,
2008 2007
(IN THOUSANDS)
$ 17,945 $ 24,715

1,601 197
15,578 4,359
35,124 29,271

126,781 140,582
15,894 18,533
1,000 1,060
706,799 635,566
691 471
8,910 7,252
697,198 627,843

9,521 8,450

3,735 4,032
13,497 13,497

108 973
32,929 32,864
12,651 13,750

9,739 7,204

8,752 6,819

$966,929 $904,878
$116,372 $ 113,380
578,584 597,059
694,956 710,439
119,920 72,210
13,858 9,905
13,085 13,085
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Total borrowed funds

Other liabilities

TOTAL LIABILITIES

STOCKHOLDERS EQUITY

Preferred stock, no par value; 2,000,000 shares authorized; there were 21,000 shares
issued and outstanding on December 31, 2008, and no shares issued or outstanding
on December 31, 2007

Common stock, par value $2.50 per share; 30,000,000 shares authorized; 26,317,450
shares issued and 21,128,831 shares outstanding on December 31, 2008; 26,279,916
shares issued and 22,188,997 shares outstanding on December 31, 2007

Treasury stock at cost, 5,188,619 shares on December 31, 2008 and 4,090,919 shares
on December 31, 2007

Capital surplus

Retained earnings

Accumulated other comprehensive loss, net

TOTAL STOCKHOLDERS EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

See accompanying notes to consolidated financial statements.
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146,863

11,858

853,677

20,447

65,794
(68,659)
79,353
20,533

(4,216)

113,252

$966,929

95,200

8,945

814,584

65,700
(65,824)
78,788
15,602

(3,972)

90,294

$904,878
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AMERISERYV FINANCIAL, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

INTEREST INCOME

Interest and fees on loans:

Taxable

Tax exempt

Deposits with banks

Short-term investments in money market funds
Federal funds sold

Investment securities:

Available for sale

Held to maturity

Total Interest Income

INTEREST EXPENSE

Deposits

Short-term borrowings

Advances from Federal Home Loan Bank

Guaranteed junior subordinated deferrable interest debentures

Total Interest Expense

Net Interest Income
Provision for loan losses

Net Interest Income after Provision for Loan Losses

NON-INTEREST INCOME

Trust fees

Net gains on loans held for sale

Net realized losses on investment securities
Service charges on deposit accounts
Investment advisory fees

Bank owned life insurance

Other income

Total Non-Interest Income

NON-INTEREST EXPENSE

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS,
EXCEPT PER SHARE DATA)
$40,817 $41,345 $37,366
200 218 231
13 20 23
140 203 188
4 121 3
5,770 6,433 7,680
875 1,039 1,074
47,819 49,379 46,565
15,680 22,811 19,232
1,403 972 1,672
499 253 63
1,120 1,120 1,120
18,702 25,156 22,087
29,117 24,223 24,478
2,925 300 (125)
26,192 23,923 24,603
6,731 6,753 6,519
477 307 105
95)
3,069 2,579 2,561
779 974
2,695 1,268 1,207
2,768 2,826 2,449
16,424 14,707 12,841
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Salaries and employee benefits 19,217 19,339 18,669
Net occupancy expense 2,561 2,494 2,410
Equipment expense 1,677 2,045 2,349
Professional fees 3,582 3,197 3,208
Supplies, postage, and freight 1,252 1,211 1,167
Miscellaneous taxes and insurance 1,395 1,436 1,567
FDIC deposit insurance expense 113 88 192
Amortization of core deposit intangibles 865 865 865
Federal Home Loan Bank prepayment penalties 91
Other expense 4,884 3,997 4,265
Total Non-Interest Expense 35,637 34,672 34,692
INCOME BEFORE INCOME TAXES 6,979 3,958 2,752
Provision for income taxes 1,470 924 420
NET INCOME $ 5,509 $ 3,034 $ 2,332
PER COMMON SHARE DATA:
Basic:
Net income $ 0.25 $ 0.14 $ 0.11
Average number of shares outstanding 21,833 22,171 22,141
Diluted:
Net income $ 0.25 $ 0.14 $ 0.11
Average number of shares outstanding 21,975 22,173 22,149
Cash dividends declared $ 0.025 $ 0.00 $ 0.00

See accompanying notes to consolidated financial statements.
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AMERISERYV FINANCIAL, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

COMPREHENSIVE INCOME
Net income

Other comprehensive income (loss), before tax:

Pension obligation change for defined benefit plan

Income tax effect

Unrealized holding gains on available for sale securities arising during
period

Income tax effect

Reclassification adjustment for losses on available for sale securities
included in net income

Income tax effect

Other comprehensive income (loss)

Comprehensive income

See accompanying notes to consolidated financial statements.
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YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
$ 5,509 $ 3,034 $2,332

(3,745) 21
1,273 7)
3,471 3,683 1,309
(1,180) (1,252) (444)
95)
32
(244) 2,445 865
$ 5,265 $ 5,479 $3,197
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AMERISERYV FINANCIAL, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY

PREFERRED STOCK
Balance at beginning of period
New shares issued (21,000 shares)

Balance at end of period

COMMON STOCK
Balance at beginning of period
New shares issued (37,534 shares)

Balance at end of period

TREASURY STOCK
Balance at beginning of period
Treasury stock, purchased at cost (1,097,700 shares)

Balance at end of period

CAPITAL SURPLUS

Balance at beginning of period

New common shares issued (37,534 shares)
Stock option expense

Common stock warrant issued (1,312,500 shares)

Balance at end of period

RETAINED EARNINGS

Balance at beginning of period

Net income

Cash dividend declared on preferred stock

Cash dividend declared on common stock of $0.025 on 21,771,237

shares

Balance at end of period

ACCUMULATED OTHER COMPREHENSIVE LOSS

Balance at beginning of period

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
$
20,447
20,447
65,700 65,618 65,508
94 82 110
65,794 65,700 65,618
(65,824) (65,824) (65,824)
(2,835)
(68,659) (65,824) (65,824)
78,788 78,739 78,620
5 37 64
7 12 55
553
79,353 78,788 78,739
15,602 12,568 10,236
5,509 3,034 2,332
(35)
(543)
20,533 15,602 12,568
(3,972) (6,417) (4,066)
(3,216)
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Cumulative effect of adoption of change in accounting for pension
obligation, net of tax effect

Other comprehensive income (244) 2,445 865
Balance at end of period (4,216) (3,972) 6,417)
TOTAL STOCKHOLDERS EQUITY $113,252 $ 90,294 $ 84,684

See accompanying notes to consolidated financial statements.
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AMERISERYV FINANCIAL, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by
operating activities:

Provision for loan losses

Depreciation and amortization expense

Amortization expense of core deposit intangibles

Net amortization of investment securities

Net realized losses on investment securities available for sale
Net gain on sale of fixed assets

Net realized gains on loans held for sale

Amortization of deferred loan fees

Origination of mortgage loans held for sale

Sales of mortgage loans held for sale

Decrease (increase) in accrued interest receivable

Increase (decrease) in accrued interest payable

Earnings on bank-owned life insurance

Net decrease in other assets

Net increase in other liabilities

Net cash provided by operating activities

INVESTING ACTIVITIES

Purchase of investment securities available for sale

Purchase of investment securities held to maturity

Purchase of regulatory stock

Proceeds from maturities of investment securities available for
sale

Proceeds from maturities of investment securities held to maturity
Proceeds from sales of investment securities available for sale
Proceeds from redemption of regulatory stock

Long-term loans originated

Principal collected on long-term loans

Loans purchased or participated

Loans sold or participated

Net decrease (increase) in other short-term loans

Purchases of premises and equipment

Proceeds from sale of premises and equipment

Proceeds from insurance policies

Acquisition of West Chester Capital Advisors

Net cash used in investing activities

YEAR ENDED DECEMBER 31
2008 2007 2006
(IN THOUSANDS)
$ 5,509 $ 3,034 $ 2332
2,925 300 (125)
1,533 1,505 1,700
865 865 865
193 387 597
95
(248)
477) (307) (105)
(466) (518) (393)
(36,923) (26,720) (11,714)
37,460 26,325 11,454
297 133 (40)
(899) 530 1,029
(2,695) (1,268) (1,207)
459 779 59
1,048 3,000 627
8,924 10,333 5,079
(68,610) (6,768) (8,823)
(4,464) (1,500)
(8,268) (5,824) (3,363)
59,299 41,988 33,098
7,052 2,054 11,104
25,941
5,733 3,975 4,996
(152,535) (180,558) (142,247)
133,043 163,819 112,027
(56,182) (33,762) (10,004)
3,950 4,500 1,600
90 (332) (377)
(2,604) (1,667) (1,597)
522 50
2,635
2,200
(54,920) (9,853) (5,036)
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FINANCING ACTIVITIES

Net (decrease) increase in deposit accounts

Net increase (decrease) in other short-term borrowings

Principal borrowings on advances from Federal Home Loan Bank
Principal repayments on advances from Federal Home Loan Bank
Guaranteed junior subordinated deferrable interest debenture
dividends paid

Common stock dividend paid

Proceeds from dividend reinvestment and stock purchase plan and
stock options exercised

Purchases of treasury stock

Preferred stock issuance

Net cash (used in) provided by financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT JANUARY 1

CASH AND CASH EQUIVALENTS AT DECEMBER 31

(16,526) (31,316)
47,710 23,119
11,000 9,004
(7,047) (45)
(1,016) (1,016)

(543)
106 131
(2,835)
21,000
51,849 (123)
5,853 357
29,271 28,914

$ 35,124 $ 29271

See accompanying notes to consolidated financial statements.
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22,608
(14,093)

(41)

(1,016)

173

7,631

7,674
21,240

$ 28914
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AMERISERYV FINANCIAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AT AND FOR THE YEARS ENDED
DECEMBER 31, 2008, 2007 AND 2006
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BUSINESS AND NATURE OF OPERATIONS:

AmeriServ Financial, Inc. (the Company) is a bank holding company, headquartered in Johnstown, Pennsylvania.
Through its banking subsidiary the Company operates 18 banking locations in five southwestern Pennsylvania
counties. These branches provide a full range of consumer, mortgage, and commercial financial products. The
AmeriServ Trust and Financial Services Company (Trust Company) offers a complete range of trust and financial
services and administers assets valued at approximately $1.5 billion at December 31, 2008. On March 7, 2007, the
Bank completed the acquisition of West Chester Capital Advisors (WCCA). WCCA (a subsidiary of the bank) is a
registered investment advisor and at December 31, 2008 had $82 million in assets under management.

PRINCIPLES OF CONSOLIDATION:

The consolidated financial statements include the accounts of AmeriServ Financial, Inc. and its wholly-owned
subsidiaries, AmeriServ Financial Bank (the Bank), Trust Company, and AmeriServ Life Insurance Company
(AmeriServ Life). The Bank is a state-chartered full service bank with 18 locations in Pennsylvania. AmeriServ Life is
a captive insurance company that engages in underwriting as a reinsurer of credit life and disability insurance.

Intercompany accounts and transactions have been eliminated in preparing the consolidated financial statements.
The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America (generally accepted accounting principles, or GAAP) requires management to make estimates and
assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. Actual
results may differ from these estimates and the differences may be material to the consolidated financial statements.
The Company s most significant estimate is the allowance for loan losses.

INVESTMENT SECURITIES:

Securities are classified at the time of purchase as investment securities held to maturity if it is management s intent
and the Company has the ability to hold the securities until maturity. These held to maturity securities are carried on
the Company s books at cost, adjusted for amortization of premium and accretion of discount which is computed using
the level yield method which approximates the effective interest method. Alternatively, securities are classified as
available for sale if it is management s intent at the time of purchase to hold the securities for an indefinite period of
time and/or to use the securities as part of the Company s asset/liability management strategy. Securities classified as
available for sale include securities which may be sold to effectively manage interest rate risk exposure, prepayment
risk, and other factors (such as liquidity requirements). These available for sale securities are reported at fair value
with unrealized aggregate appreciation/depreciation excluded from income and credited/charged to accumulated other
comprehensive income/loss within stockholders equity on a net of tax basis. Any securities classified as trading assets
are reported at fair value with unrealized aggregate appreciation/depreciation included in income on a net of tax basis.
The Company does not engage in trading activity. Realized gains or losses on securities sold are computed upon the
adjusted cost of the specific securities sold. Available-for-sale and held-to-maturity securities are reviewed quarterly
for possible other-than-temporary impairment. The review includes an analysis of the facts and circumstances of each
individual investment such as the severity of loss, the length of time the fair value has been below cost, the
expectation for that security s performance, the creditworthiness of the issuer and the Company s intent and ability to
hold the security to recovery.

LOANS:

Interest income is recognized using methods which approximate a level yield related to principal amounts
outstanding. The Bank discontinues the accrual of interest income when loans become 90 days past due in either
principal or interest. In addition, if circumstances warrant, the accrual of interest may be discontinued prior to 90 days.
Payments received on non-accrual loans are credited to principal until full recovery of principal has been recognized;
or the loan has been returned to accrual status. The only exception to this policy is for residential mortgage loans
wherein interest income is recognized on a cash basis as payments are received. A non-accrual commercial loan is
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placed on accrual status after becoming current and remaining current for twelve consecutive payments. Residential
mortgage loans are placed on accrual status upon becoming current.
LOAN FEES:
Loan origination and commitment fees, net of associated direct costs, are deferred and amortized into interest and
fees on loans over the loan or commitment period. Fee amortization is determined by the effective interest method.
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LOANS HELD FOR SALE:

Certain newly originated fixed-rate residential mortgage loans are classified as held for sale, because it is
management s intent to sell these residential mortgage loans. The residential mortgage loans held for sale are carried at
the lower of aggregate cost or market value.

PREMISES AND EQUIPMENT:

Premises and equipment are stated at cost less accumulated depreciation and amortization. Depreciation is charged
to operations over the estimated useful lives of the premises and equipment using the straight-line method with a
half-year convention. Useful lives of up to 30 years for buildings and up to 10 years for equipment are utilized.
Leasehold improvements are amortized using the straight-line method over the terms of the respective leases or useful
lives of the improvements, whichever is shorter. Maintenance, repairs, and minor alterations are charged to current
operations as expenditures are incurred.

ALLOWANCE FOR LOAN LOSSES AND CHARGE-OFF PROCEDURES:

As a financial institution, which assumes lending and credit risks as a principal element of its business, the
Company anticipates that credit losses will be experienced in the normal course of business. Accordingly, the
Company consistently applies a comprehensive methodology and procedural discipline to perform an analysis which
is updated on a quarterly basis at the Bank level to determine both the adequacy of the allowance for loan losses and
the necessary provision for loan losses to be charged against earnings. This methodology includes:

- review of all criticized and impaired loans with balances over $250,000 ($100,000 for loans classified as doubtful
or worse) to determine if any specific reserve allocations are required on an individual loan basis. The specific
reserve established for these criticized and impaired loans is based on careful analysis of the loan s performance,
the related collateral value, cash flow considerations and the financial capability of any guarantor. For impaired
loans the measurement of impairment may be based upon: 1) the present value of expected future cash flows
discounted at the loan s effective interest rate; 2) the observable market price of the impaired loan; or 3) the fair
value of the collateral of a collateral dependent loan.

- The application of formula driven reserve allocations for all commercial and commercial real-estate loans by
using a three-year migration analysis of net losses incurred within each risk grade for the entire commercial loan
portfolio. The difference between estimated and actual losses is reconciled through the nature of the migration
analysis.

- The application of formula driven reserve allocations to consumer and mortgage loans which are based upon
historical net charge-off experience for those loan types. The residential mortgage loan allocation is based upon
the Company s five-year historical average of actual loan net charge-offs experienced in that category. The same
methodology is used to determine the allocation for consumer loans except the allocation is based upon an
average of the most recent actual three-year historical net charge-off experience for consumer loans.

- The application of formula driven reserve allocations to all outstanding loans is based upon review of historical
losses and qualitative factors, which include but are not limited to, economic trends, delinquencies,
concentrations of credit, trends in loan volume, experience and depth of management, examination and audit
results, effects of any changes in lending policies and trends in policy, financial information and documentation
exceptions.

- Management recognizes that there may be events or economic factors that have occurred affecting specific
borrowers or segments of borrowers that may not yet be fully reflected in the information that the Company uses
for arriving at reserves for a specific loan or portfolio segment. Therefore, the Company believes that there is
estimation risk associated with the use of specific and formula driven allowances.

After completion of this process, a formal meeting of the Loan Loss Reserve Committee is held to evaluate the
adequacy of the reserve.
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When it is determined that the prospects for recovery of the principal of a loan have significantly diminished, the
loan is charged against the allowance account; subsequent recoveries, if any, are credited to the allowance account. In
addition, non-accrual and large delinquent loans are reviewed monthly to determine potential losses.

The Company s policy is to individually review, as circumstances warrant, each of its commercial and commercial
mortgage loans to determine if a loan is impaired. At a minimum, credit reviews are mandatory for all commercial and
commercial mortgage loan relationships with aggregate balances in excess of $250,000 within a 12-month period. The
Company defines classified loans as those loans rated substandard or doubtful. The Company has also identified three
pools of small dollar value homogeneous loans which are evaluated collectively for impairment. These separate pools
are for small business loans $250,000 or less, residential mortgage loans
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and consumer loans. Individual loans within these pools are reviewed and evaluated for specific impairment if factors
such as significant delinquency in payments of 90 days or more, bankruptcy, or other negative economic concerns
indicate impairment.

ALLOWANCE FOR UNFUNDED LOAN COMMITMENTS AND LETTERS OF CREDIT:

The allowance for unfunded loan commitments and letters of credit is maintained at a level believed by
management to be sufficient to absorb estimated losses related to these unfunded credit facilities. The determination of
the adequacy of the allowance is based on periodic evaluations of the unfunded credit facilities including an
assessment of the probability of commitment usage, credit risk factors for loans outstanding to these same customers
and the terms and expiration dates of the unfunded credit facilities. Net adjustments to the allowance for unfunded
loan commitments and letters of credit are provided for in the unfunded commitment reserve expense line item within
other expense in the consolidated statement of income and a separate reserve is recorded within the liabilities section
of the consolidated balance sheet in other liabilities.

TRUST FEES:

Trust fees are recorded on the cash basis which approximates the accrual basis for such income.
BANK-OWNED LIFE INSURANCE:

The Company has purchased life insurance policies on certain employees. These policies are recorded on the
Consolidated Balance Sheet at their cash surrender value, or the amount that can be realized. Income from these
policies and changes in the cash surrender value are recorded in bank owned life insurance within non-interest income.
INTANGIBLE ASSETS:

Intangible Assets

Intangible assets consist of core deposit acquisition premiums. Core deposit acquisition premiums, which were
developed by specific core deposit life studies, are amortized using the straight-line method over periods not
exceeding 10 years. The recoverability of the carrying value of intangible assets evaluated on an ongoing basis, and
permanent declines in value, if any, are charged to expense.

Goodwill

The Company accounts for goodwill in accordance with Statement of Financial Accounting Standards ( FAS )
No. 142, Goodwill and Other Intangible Assets. This statement, among other things, requires a two-step process for
testing the impairment of goodwill on at least an annual basis. This approach could cause more volatility in the
Company s reported net income because impairment losses, if any, could occur irregularly and in varying amounts.
The Company performs an annual impairment analysis of goodwill. Based on the fair value of the reporting unit,
estimated using the expected present value of future cash flows, no impairment of goodwill was recognized in 2008 or
2007.

EARNINGS PER COMMON SHARE:

Basic earnings per share include only the weighted average common shares outstanding. Diluted earnings per share
include the weighted average common shares outstanding and any potentially dilutive common stock equivalent
shares in the calculation. Treasury shares are treated as retired for earnings per share purposes. Options and warrant to
purchase 1,539,509, 220,892, and 213,974 shares of common stock were outstanding during 2008, 2007 and 2006,
respectively, but were not included in the computation of diluted earnings per common share to do so would be
anti-dilutive. Exercise prices of options and warrant to purchase common stock outstanding were $2.40-$6.10,
$4.02-%$6.10, and $4.86-$6.21 during 2008, 2007 and 2006, respectively. Dividends on preferred shares are excluded
from net income in the calculation of earnings per common share.
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STOCK-BASED COMPENSATION:

On January 1, 2006, the Company adopted Statement of Financial Accounting Standards (FAS) #123(R)

Share-Based Payment using the modified prospective method. Under this method, awards that are granted, modified,
or vested after December 15, 2005, are measured and accounted for in accordance with FAS #123(R). The Company
recognized $7,000 and $12,000 of pretax compensation expense for the year 2008 and 2007. The fair value of each
option grant is estimated on the grant date using the Black-Scholes option pricing model with the following
assumptions used for the grants: risk-free interest rates ranging from 2.76% to 4.70%; expected lives of 10 years;
expected volatility ranging from 33.28% to 37.22% and expected dividend yields of 0%.

CONSOLIDATED STATEMENT OF CASH FLOWS:

On a consolidated basis, cash and cash equivalents include cash and due from banks, interest bearing deposits with
banks, federal funds sold and short-term investments in money market funds. The Company made $200,000 in income
tax payments in 2008; $138,000 in 2007; and $169,000 in 2006. The Company made total interest payments of
$19,601,000 in 2008; $24,626,000 in 2007; and $21,058,000 in 2006.

INCOME TAXES:

Deferred tax assets or liabilities are computed based on the difference between the financial statement and income
tax basis of assets and liabilities using the enacted marginal tax rate. Deferred income tax expenses or credits are
based on the changes in the corresponding asset or liability from period to period. Deferred tax assets are reduced, if
necessary, by the amounts of such benefits that are not expected to be realized based upon available evidence.
INTEREST RATE CONTRACTS:

The Company accounts for derivative instruments and hedging activities in accordance with FAS 133, Accounting
for Derivative Instruments and Hedging Activities (as amended). The company recognizes all derivatives as either
assets or liabilities on the Consolidated Balance Sheets and measures those instruments at fair value. For derivatives
designated as fair value hedges, changes in the fair value of the derivative and hedged item related to the hedged risk
are recognized in earnings. Changes in fair value of derivatives designated and accounted as cash flow hedges, to the
extent they are effective as hedges, are recorded in Other Comprehensive Income, net of deferred taxes and are
subsequently reclassified to earnings when the hedged transaction affects earnings. Any hedge ineffectiveness would
be recognized in the income statement line item pertaining to the hedged item.

The Company typically enters into derivative instruments to meet the financing, interest rate and equity risk
management needs of its customers. Upon entering into these instruments to meet customer needs, the Company
enters into offsetting positions to minimize interest rate and equity risk to the Company. These derivative financial
instruments are reported at fair value with any resulting gain or loss recorded in current period earnings. These
instruments and their offsetting positions are recorded in other assets and other liabilities on the Consolidated Balance
Sheets. As of December 31, 2008, the notional amount of the customer related derivative financial instrument was
$9 million with an average maturity of 60 months, an average interest receive rate of 5.25% and an average interest
pay rate of 4.40%.

RECENT ACCOUNTING STANDARDS:

In December 2007, the FASB issued FAS No. 141 (revised 2007), Business Combinations ( FAS 141(R)), which
establishes principles and requirements for how an acquirer recognizes and measures in its financial statements the
identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in an acquiree, including the
recognition and measurement of goodwill acquired in a business combination. FAS No. 141(R) is effective for fiscal
years beginning on or after December 15, 2008. Earlier adoption is prohibited. The adoption of this standard is not
expected to have a material effect on the Company s results of operations or financial position.

In February 2008, the FASB issued Staff Position No. 157-1, Application of FASB Statement No. 157 to FASB
Statement No. 13 and Other Accounting Pronouncements That Address Fair Value Measurements for Purposes of
Lease Classification or Measurement under Statement 13, which removed leasing transactions accounted for under
FAS No. 13 and related guidance from the scope of FAS No. 157. Also in February 2008, the FASB issued Staff
Position No.157-2, Partial Deferral of the Effective Date of Statement 157, which deferred the effective date of FAS
No. 157 for all nonfinancial assets and nonfinancial liabilities to fiscal years beginning after November 15, 2008. The
adoption of this standard is not expected to have a material effect on the Company s results of operations or financial
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In December 2007, the FASB issued FAS No. 160, Noncontrolling Interests in Consolidated Financial Statements
an amendment of ARB No. 51. FAS No. 160 amends ARB No. 51 to establish accounting and reporting standards

for the noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. It clarifies that a
noncontrolling interest in a subsidiary, which is sometimes referred to as minority interest, is an ownership interest in
the consolidated entity that should be reported as equity in the consolidated financial statements. Among other
requirements, this statement requires consolidated net income to be reported at amounts that include the amounts
attributable to both the parent and the noncontrolling interest. It also requires disclosure, on the face of the
consolidated income statement, of the amounts of consolidated net income attributable to the parent and to the
noncontrolling interest. FAS No. 160 is effective for fiscal years beginning on or after December 15, 2008. Earlier
adoption is prohibited. The adoption of this standard is not expected to have a material effect on the Company s results
of operations or financial position.

In March 2008, the FASB issued FAS No. 161, Disclosures about Derivative Instruments and Hedging Activities,
to require enhanced disclosures about derivative instruments and hedging activities. The new standard has revised
financial reporting for derivative instruments and hedging activities by requiring more transparency about how and
why an entity uses derivative instruments, how derivative instruments and related hedged items are accounted for
under FAS No. 133, Accounting for Derivative Instruments and Hedging Activities; and how derivative instruments
and related hedged items affect an entity s financial position, financial performance, and cash flows. FAS No. 161
requires disclosure of the fair values of derivative instruments and their gains and losses in a tabular format. It also
requires entities to provide more information about their liquidity by requiring disclosure of derivative features that
are credit risk-related. Further, it requires cross-referencing within footnotes to enable financial statement users to
locate important information about derivative instruments. FAS No. 161 is effective for financial statements issued for
fiscal years and interim periods beginning after November 15, 2008, with early application encourage. The adoption
of this standard is not expected to have a material effect on the Company s results of operations or financial position.

In April 2008, the FASB issued FASB Staff Position No. 142-3, Determination of the Useful Life of Intangible
Assets ( FSP 142-3 ). FSP 142-3 amends the factors that should be considered in developing assumptions about renewal
or extension used in estimating the useful life of a recognized intangible asset under FAS No. 142, Goodwill and
Other Intangible Assets. This standard is intended to improve the consistency between the useful life of a recognized
intangible asset under FAS No. 142 and the period of expected cash flows used to measure the fair value of the asset
under FAS No. 141R and other GAAP. FSP 142-3 is effective for financial statements issued for fiscal years
beginning after December 15, 2008. The measurement provisions of this standard will apply only to intangible assets
of the Company acquired after the effective date. The Company is currently evaluating the impact the adoption of the
FSP will have on the Company s results of operations.

In December 2008, the FASB issued FASB Staff Position (FSP) No. FAS 132(R)-1, Employers Disclosures
about Postretirement Benefit Plan Assets. This FSP amends FASB Statement No. 132 (revised 2003), Employers
Disclosures about Pensions and Other Postretirement Benefits, to improve an employer s disclosures about plan assets
of a defined benefit pension or other postretirement plan. The disclosures about plan assets required by the FSP are to
be provided for fiscal years ending after December 15, 2009. The adoption of this FSP is not expected to have a
material effect on the Company s results of operations or financial position.

2. CASH AND DUE FROM BANKS

Cash and due from banks at December 31, 2008 and 2007, included $587,000 and $9,107,000, respectively, of

reserves required to be maintained under Federal Reserve Bank regulations.

3. INVESTMENT SECURITIES
The cost basis and fair values of investment securities are summarized as follows:
Investment securities available for sale:

AT DECEMBER 31, 2008
GROSS GROSS

UNREALIZED UNREALIZED FAIR
GAINS LOSSES VALUE
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U.S. Agency
U.S. Agency mortgage-backed securities
Other securities

Total

COST
BASIS

$ 10,387
114,380
24

$ 124,791

45

$

$

(IN THOUSANDS)
188 $
2,057
2,245 $

(248)
(7

(255)

$ 10,575
116,189
17

$126,781
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Investment securities held to maturity:

AT DECEMBER 31, 2008
GROSS GROSS
UNREALIZED UNREALIZED FAIR

COST
BASIS GAINS LOSSES VALUE
(IN THOUSANDS)
U.S. Treasury $ 3,082 $ 118 $ $ 3,200
U.S. Agency mortgage-backed securities 9,562 321 9,883
Other securities 3,250 (10) 3,240
Total $15,894 $ 439 $ 10) $ 16,323
Investment securities available for sale:
AT DECEMBER 31, 2007
GROSS GROSS
UNREALIZED UNREALIZED FAIR
COST
BASIS GAINS LOSSES VALUE
(IN THOUSANDS)
U.S. Treasury $ 6,006 $ 5 $ $ 6,011
U.S. Agency 37,255 44 (12) 37,287
U.S. Agency mortgage-backed securities 98,484 105 (1,328) 97,261
Other securities 25 2) 23
Total $141,770 $ 154 $ (1,342) $ 140,582
Investment securities held to maturity:
AT DECEMBER 31, 2007
GROSS GROSS
UNREALIZED UNREALIZED FAIR
COST
BASIS GAINS LOSSES VALUE
(IN THOUSANDS)
U.S. Treasury $ 3,153 $ 55 $ $ 3,208
U.S. Agency 3,473 23 3,496
U.S. Agency mortgage-backed securities 6,157 13 6,170
Other securities 5,750 (246) 5,504
Total $18,533 $ 91 $ (246) $ 18,378

Realized gains and losses are calculated by the specific identification method.

Maintaining investment quality is a primary objective of the Company s investment policy which, subject to certain
limited exceptions, prohibits the purchase of any investment security below a Moody s Investors Service or Standard &
Poor s rating of A. At December 31, 2008, 97.7% of the portfolio was rated AAA as compared to 96.4% at
December 31, 2007. Less than 1.0% of the portfolio was rated below A or unrated on December 31, 2008. The
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Company and its subsidiaries, collectively, did not hold securities of any single issuer, excluding U.S. Treasury and
U.S. Agencies, that exceeded 10% of shareholders equity at December 31, 2008.

The book value of securities, both available for sale and held to maturity, pledged to secure public and trust
deposits, and certain Federal Home Loan Bank borrowings was $119,267,000 at December 31, 2008 and
$146,365,000 at December 31, 2007. The Company realized $42,000 of gross investment security gains and $137,000
of gross security losses for 2008 and no security gains or losses on available for sale securities in 2007 or 2006. The
Company realized no gross investment security gains and losses on held to maturity securities in 2008, 2007 or 2006.
On a net basis, the realized losses amounted to $63,000 in 2008, after factoring in tax benefit of $32,000. Proceeds
from sales of investment securities available for sale were $25 million during 2008. There were no sales of investment
securities for 2007 or 2006.

The following table sets forth the contractual maturity distribution of the investment securities, cost basis and fair
market values, and the weighted average yield for each type and range of maturity as of December 31, 2008. Yields
are not presented on a tax-equivalent basis, but are based upon the cost basis and are weighted for the scheduled
maturity. The Company s consolidated investment securities portfolio had a modified duration of approximately
1.80 years. The weighted average expected maturity for available for sale securities at December 31, 2008 for U.S.
Agency, U.S. Agency Mortgage-Backed, and other securities was 2.80, 16.84, and 1.0 years, respectively. The
weighted average expected maturity for held to maturity securities at December 31, 2008 for U.S. Treasury, U.S.
Agency Mortgage-Backed and other securities was 1.17, 24.39 and 1.48 years.
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Investment securities available for sale:

COST
BASIS

U.S. Agency
U.S. Agency
mortgage-
backed
securities
Other
securities

Total
investment
securities
available for
sale

FAIR
VALUE
U.S. Agency
U.S. Agency
mortgage-
backed
securities
Other
securities

Total
investment
securities
available for
sale

AT DECEMBER 31, 2008
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AFTER 1 AFTER 5
YEAR YEARS
BUT WITHIN BUT WITHIN
WITHIN 1 AFTER 10
YEAR S YEARS 10 YEARS YEARS

$ 996

24

$1,020

$1,016

17

$1,033

5.30% $ 9,391

13,899

4.70

5.29% $23,290

Investment securities held to maturity:

3.94% $

4.75 16,261

4.27% $16,261

% $

4.93 84,220

4.93% $ 84,220

$ 9,559 $ $
13,901 16,812 85,476
$23,460 $16,812 $ 85,476
AT DECEMBER 31, 2008
AFTER 5
YEARS
AFTER 1 BUT
YEAR BUT WITHIN

TOTAL
AMOUNTIELD AMOUNTYIELD AMOUNTYIELD AMOUNTYIELD AMOUNT YIELD
(IN THOUSANDS, EXCEPT YIELDS)

%$ 10,387

4.58 114,380

24

4.58% $124,791

$ 10,575

116,189

17

$126,781

4.08 %

4.65

4.70

4.60 %
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WITHIN 1 WITHIN 5 10 AFTER 10
YEAR YEARS YEARS YEARS TOTAL
AMOUNTYIELD AMOUNT YIELDAMOUMIELD AMOUNT YIELD AMOUNT YIELD
(IN THOUSANDS, EXCEPT YIELDS)

COST BASIS
U.S. Treasury  $ % $ 3,082 398% $ % $ % $ 3,082 3.98%
U.S. Agency
mortgage
-backed
securities 9,562 5.36 9,562 5.36
Other securities 2,250 3.60 1,000 3.39 3,250 3.54

Total
investment
securities held

to maturity $2,250 3.60% $ 4,082 3.84% $ % $ 9,562 5.36% $15,894 4.72%

FAIR VALUE

U.S. Treasury  $ $ 3,200 $ $ $ 3,200
U.S. Agency

mortgage

-backed

securities 9,883 9,883
Other securities 2,249 991 3,240

Total
investment
securities held

to maturity $2,249 $ 4,191 $ $ 9,883 $16,323

The following tables present information concerning investments with unrealized losses as of December 31, 2008
(in thousands):
Investment securities available for sale:

LESS THAN 12 12 MONTHS OR
MONTHS LONGER TOTAL
FAIR UNREALIZED FAIR UNREALIZED FAIR UNREALIZED
VALUE LOSSES VALUE LOSSES VALUE LOSSES
U.S. Agency mortgage-backed securities $31,063 $ (226) $3375 $ (22) $34438 $ (248
Other 17 7 17 7

Total investment securities available for sale  $ 31,063 $ (226) $ 3,392 $ (29) $34455 $ (255
Investment securities held to maturity:
LESS THAN 12 12 MONTHS OR
MONTHS LONGER TOTAL
FAIR UNREALIZED FAIR UNREALIZED FAIR UNREALIZED

VALUE LOSSES VALUE LOSSES VALUE LOSSES
Other $ $ $ 3240 $ (10) $3240 $ (10)
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Total investment securities held to maturity

$

$

47

$ 3,240

$

(10)

$3,240

$

(10)
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The following tables present information concerning investments with unrealized losses as of December 31, 2007
(in thousands):
Investment securities available for sale:

LESS THAN 12 12 MONTHS OR
MONTHS LONGER TOTAL
FAIRUNREALIZED FAIR UNREALIZED FAIR UNREALIZED
VALUE LOSSES VALUE LOSSES VALUE LOSSES

U.S. Agency $ $ $ 25963 $ (12) $ 25,963 $ (12)
U.S. Agency mortgage-backed securities 4,388 3D 81,085 (1,297) 85,473 (1,328)
Other 23 2) 23 )

Total investment securities available for sale $ 4,411 $ (33) $107,048 $ (1,309) $111,459 $ (1,342)
Investment securities held to maturity:

LESS THAN 12 12 MONTHS OR
MONTHS LONGER TOTAL
FAIR UNREALIZED FAIR UNREALIZED FAIR UNREALIZED
VALUE LOSSES VALUE LOSSES VALUE LOSSES
Other $ $ $ 5,504 $ (246) $5504 $  (246)

Total investment securities held to maturity ~ $ $ $ 5,504 $  (246) $5504 $ (246

For fixed maturity investments with unrealized losses due to interest rates where the Company has the positive
intent and ability to hold the investment for a period of time sufficient to allow a market recovery, declines in value
below cost are not assumed to be other than temporary. There are 21 positions that are temporarily impaired at
December 31, 2008. The Company reviews its position quarterly and has asserted that at December 31, 2008, the
declines outlined in the above table represent temporary declines and the Company does have the ability and intent to
hold those securities to maturity or to allow a market recovery.

4. LOANS
The loan portfolio of the Company consisted of the following:

AT DECEMBER 31,
2008 2007
(IN THOUSANDS)

Commercial $110,197 $118,936
Commercial loans secured by real estate 353,870 285,115
Real estate-mortgage 218,928 214,839
Consumer 23,804 16,676
Loans 706,799 635,566
Less: Unearned income 691 471
Loans, net of unearned income $706,108 $ 635,095

Real estate construction loans comprised 6.2% and 5.5% of total loans net of unearned income at December 31,
2008 and 2007, respectively. The Company has no exposure to sub prime mortgage loans in either the loan or
investment portfolios. The Company has no direct credit exposure to foreign countries. Additionally, the Company
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has no significant industry lending concentrations. As of December 31, 2008 and 2007, loans to customers engaged in
similar activities and having similar economic characteristics, as defined by standard industrial classifications, did not
exceed 10% of total loans.

In the ordinary course of business, the subsidiaries have transactions, including loans, with their officers, directors,
and their affiliated companies. These transactions were on substantially the same terms as those prevailing at the time
for comparable transactions with unaffiliated parties and do not involve more than the normal credit risk. These loans
totaled $6,121,000 and $4,729,000 at December 31, 2008 and 2007, respectively. An analysis of these related party
loans follows:

YEAR ENDED
DECEMBER 31,
2008 2007
(IN THOUSANDS)
Balance January 1 $4,729 $3,977
New loans 2,209 1,457
Payments (817) (705)
Balance December 31 $6,121 $4,729
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5. ALLOWANCE FOR LOAN LOSSES
An analysis of the changes in the allowance for loan losses follows:

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
Balance January 1 $ 7,252 $ 8,092 $ 9,143
Provision for loan losses 2,925 300 (125)
Recoveries on loans previously charged-off 446 192 318
Loans charged-off (1,713) (1,332) (1,244)
Balance December 31 $ 8,910 $ 7,252 $ 8,092

6. NON-PERFORMING ASSETS

Non-performing assets are comprised of (i) loans which are on a non-accrual basis, (ii) loans which are
contractually past due 90 days or more as to interest or principal payments, and (iii) other real estate owned (real
estate acquired through foreclosure, in-substance foreclosures and repossessed assets).

The following tables present information concerning non-performing assets:

AT DECEMBER 31,
2008 2007 2006
(IN THOUSANDS, EXCEPT
PERCENTAGES)
Non-accrual loans
Commercial $1,128 $3,553 $ 494
Commercial loans secured by real estate 484 225 195
Real estate-mortgage 1,313 875 1,050
Consumer 452 585 547
Total 3,377 5,238 2,286
Past due 90 days or more and still accruing
Consumer 3
Total 3
Other real estate owned
Commercial loans secured by real estate 701
Real estate-mortgage 494 42 3
Total 1,195 42 3
Total non-performing assets $4,572 $5,280 $2,292
Total non-performing assets as a percent of loans and loans held for
sale, net of unearned income, and other real estate owned 0.65% 0.83% 0.39%
Total restructured loans (included in non-accrual loans above) $ 1,360 $1,217 $ 1,302
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The Company is unaware of any additional loans which are required to either be charged-off or added to the
non-performing asset totals disclosed above. Other real estate owned is recorded at the lower of 1) fair value minus
estimated costs to sell, or 2) carrying cost.

The Company had non-accrual loans totaling $1,612,000 and $3,778,000 being specifically identified as impaired
and a corresponding allocation reserve of $755,000 and $694,000 at December 31, 2008 and 2007, respectively. The
average outstanding balance for loans being specifically identified as impaired was $1,605,000 for 2008 and
$3,907,000 for 2007. A majority of the impaired loans are secured by sellable collateral, the estimated timing of the
liquidation of the collateral and the estimated fair value of the collateral are evaluated in measuring the impairment.
The interest income recognized on impaired loans during 2008, 2007 and 2006 was $123,000, $0 and $34,000,
respectively.

The following table sets forth, for the periods indicated, (i) the gross interest income that would have been recorded
if non-accrual loans had been current in accordance with their original terms and had been outstanding throughout the
period or since origination if held for part of the period, (ii) the amount of interest income actually recorded on such
loans, and (iii) the net reduction in interest income attributable to such loans.

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
Interest income due in accordance with original terms $ 198 $ 215 $ 214
Interest income recorded (148) (40) (87)
Net reduction in interest income $ 50 $ 175 $ 127
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7. PREMISES AND EQUIPMENT
An analysis of premises and equipment follows:

AT DECEMBER 31,

2008 2007

(IN THOUSANDS)
Land $ 1,208 $ 1,208
Premises 20,845 20,041
Furniture and equipment 13,501 15,681
Leasehold improvements 599 612
Total at cost 36,153 37,542
Less: Accumulated depreciation and amortization 26,632 29,092
Net book value $ 9,521 $ 8,450

The Company recorded depreciation expense of $1.5 million, $1.5 million and $1.7 million for 2008, 2007 and
2006, respectively.
8. DEPOSITS

The following table sets forth the balance of the Company s deposits:

AT DECEMBER 31,
2008 2007
(IN THOUSANDS)
Demand:
Non-interest bearing $116,372 $113,380
Interest bearing 60,900 63,199
Savings 70,682 69,155
Money market 129,692 117,973
Certificates of deposit in denominations of $100,000 or more 36,166 41,390
Other time 281,144 305,342
Total deposits $ 694,956 $710,439
Interest expense on deposits consisted of the following:
YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
Interest bearing demand $ 653 $ 1,184 $ 606
Savings 535 549 644
Money market 2,417 6,040 5,743
Certificates of deposit in denominations of $100,000 or more 1,744 1,774 1,894
Other time 10,331 13,264 10,345
Total interest expense $15,680 $22.811 $19,232

The following table sets forth the balance of other time deposits and certificates of deposit of $100,000 or more as
of December 31, 2008 maturing in the periods presented:

92



YEAR

2008

2009

2010

2011

2012

2013 and after

Total

Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

OTHER
TIME
DEPOSITS

(IN THOUSANDS)

$ 165,136
50,410
23,207
14,655

9,396
18,340

$ 281,144

50
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$

DEPOSIT

OF $100,000 OR

28,760
3,707
1,285

433
1,704
277

36,166

93



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

The maturities on certificates of deposit greater than $100,000 or more as of December 31, 2008, are as follows:
MATURING IN:

(IN
THOUSANDS)
Three months or less $ 11,813
Over three through six months 13,382
Over six through twelve months 3,565
Over twelve months 7,406
Total $ 36,166

9. FEDERAL FUNDS PURCHASED AND SHORT-TERM BORROWINGS
The outstanding balances and related information for federal funds purchased and other short-term borrowings are
summarized as follows:

AT DECEMBER 31, 2008
FEDERAL
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT

RATES)
Balance $ $ 119,920
Maximum indebtedness at any month end 5,685 138,855
Average balance during year 20 71,617
Average rate paid for the year 3.16% 1.96 %
Interest rate on year end balance 0.60

AT DECEMBER 31, 2007
FEDERAL
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT

RATES)
Balance $ $ 72,210
Maximum indebtedness at any month end 3,430 74,095
Average balance during year 99 19,745
Average rate paid for the year 5.18% 4.89%
Interest rate on year end balance 3.88

Average amounts outstanding during the year represent daily averages. Average interest rates represent interest
expense divided by the related average balances.
These borrowing transactions can range from overnight to one year in maturity. The average maturity was two days
at the end of 2008 and 2007.
10. ADVANCES FROM FEDERAL HOME LOAN BANK AND GUARANTEED JUNIOR SUBORDINATED
DEFERRABLE INTEREST DEBENTURES
Borrowings and advances from the FHLB consist of the following:

AT DECEMBER 31, 2008
WEIGHTED
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AVERAGE

YIELD BALANCE
(IN THOUSANDS)
1.96% $ 119,920
4.17 3,004
3.36 10,000
6.44 854
3.72 13,858

2.14% $ 133,778
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AT DECEMBER 31, 2007

WEIGHTED

AVERAGE
YIELD BALANCE

MATURING (IN THOUSANDS)

Overnight 3.88% $ 72,210
2009 4.62 9,004
2010 and after 6.45 901
Total advances 4.79 9,905
Total FHLB borrowings 3.99% $ 82,115

The Company s subsidiary bank is a member of the FHLB which provides this subsidiary with the opportunity to
obtain short to longer-term advances based upon the bank s investment in assets secured by one- to four-family
residential real estate. The rate on open repo plus advances, which are typically overnight borrowings, can change
daily, while the rate on the advances is fixed until the maturity of the advance. All FHLB stock, along with an interest
in certain mortgage loans and mortgage-backed securities, with an aggregate statutory value equal to the amount of
the advances, are pledged as collateral to the FHLB of Pittsburgh to support these borrowings. At December 31, 2008,
the bank had immediately available $183 million of overnight borrowing capability at the FHLB and $10 million of
unsecured federal funds lines with correspondent banks.

Guaranteed Junior Subordinated Deferrable Interest Debentures:

On April 28, 1998, the Company completed a $34.5 million public offering of 8.45% Trust Preferred Securities,
which represent undivided beneficial interests in the assets of a Delaware business trust, AmeriServ Financial Capital
Trust I. The Trust Preferred Securities will mature on June 30, 2028, and are callable at par at the option of the
Company after June 30, 2003. Proceeds of the issue were invested by AmeriServ Financial Capital Trust I in Junior
Subordinated Debentures issued by AmeriServ Financial, Inc. Unamortized deferred issuance costs associated with
the Trust Preferred Securities amounted to $302,000 as of December 31, 2008 and are included in other assets on the
consolidated balance sheet, and are being amortized on a straight-line basis over the term of the issue. The Trust
Preferred securities are listed on NASDAQ under the symbol ASRVP. AmeriServ Financial Capital Trust I was
deconsolidated in the first quarter of 2004 in accordance with FASB Interpretation #46(R) Consolidation of Variable
Interest Entities (FIN 46(R)). The Company used $22.5 million of proceeds from a private placement of common
stock to redeem Trust Preferred Securities in 2005 and 2004. The balance as of December 31, 2008 and 2007 was
$13.1 million.

11. DISCLOSURES ABOUT FAIR VALUE MEASUREMENTS

Effective January 1, 2008, the Company adopted the provisions of FAS No. 157, Fair Value Measurements, for
financial assets and financial liabilities. FAS No. 157 provides enhanced guidance for using fair value to measure
assets and liabilities. The standard applies whenever other standards require or permit assets or liabilities to be
measured at fair value. The standard does not expand the use of fair value in any new circumstances. The FASB
issued Staff Position No. 157-1, Application of FASB Statement No. 157 to FASB Statement No. 13 and Other
Accounting Pronouncements That Address Fair Value Measurements for Purposes of Lease Classification or
Measurement under Statement 13, which removed leasing transactions accounted for under FAS No. 13 and related
guidance from the scope of FAS No. 157. The FASB also issued Staff Position No.157-2, Partial Deferral of the
Effective Date of Statement 157, which deferred the effective date of FAS No. 157 for all nonfinancial assets and
nonfinancial liabilities to fiscal years beginning after November 15, 2008.

FAS No. 157 establishes a hierarchal disclosure framework associated with the level of pricing observability
utilized in measuring assets and liabilities at fair value. The three broad levels defined by FAS No. 157 hierarchy are
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as follows:
Level I:  Quoted prices are available in active markets for identical assets or liabilities as of the reported date.

Level II: ~ Pricing inputs are other than the quoted prices in active markets, which are either directly or indirectly
observable as of the reported date. The nature of these assets and liabilities includes items for which
quoted prices are available but traded less frequently and items that are fair-valued using other financial
instruments, the parameters of which can be directly observed.

Level Assets and liabilities that have little to no pricing observability as of the reported date. These items do not
III: have two-way markets and are measured using management s best estimate of fair value, where the inputs
into the determination of fair value require significant management judgment or estimation.
Securities classified as available for sale are reported at fair value utilizing Level 2 inputs. For these securities, the
Company obtains fair value measurements from an independent pricing service. The fair value measurements consider

observable data that may
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include dealer quoted market spreads, cash flows, the U.S. Treasury yield curve, live trading levels, trade execution
data, market consensus prepayment speeds, credit information and the bond s terms and conditions, among other
things. This applies to all available for sale securities except U.S. Treasury and equity securities which are considered
to be Level 1.

Residential real estate loans held for sale are carried at fair value on a recurring basis. Residential real estate loans
are valued based on quoted market prices from purchase commitments from market participants and are classified as
Level 1.

The following table presents the assets reported on the balance sheet at their fair value as of December 31, 2008, by
level within the fair value hierarchy. As required by FAS No. 157, financial assets and liabilities are classified in their
entirety based on the lowest level of input that is significant to the fair value measurement.

Assets Measured on a Recurring Basis
Assets measured at fair value on a recurring basis are summarized below (in thousands):

Fair Value Measurements at December 31. 2008 Using

Quoted Prices
in Significant
Active
Markets Other Significant
for Observable Unobservable
Identical
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:
Available for sale securities $126,781 $ 17 $126,764 $
Loans held for sale 1,000 1,000
Fair value swap asset 336 336

Assets Measured on a Non-recurring Basis
Assets measured at fair value on a non-recurring basis are summarized below (in thousands):

Fair Value Measurements at December 31. 2008 Using

Quoted
Prices in Significant
Active
Markets Other Significant
for Observable Unobservable
Identical
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:
Impaired loans $ 857 $ $ 857 $
Other real estate owned 1,195 1,195

Loans considered impaired under FAS 114, Accounting by Creditors for Impairment of a Loan, as amended by
FAS 118, Accounting by Creditors for Impairment of a Loan  Income Recognition and Disclosure, are loans for
which, based on current information and events, it is probable that the creditor will be unable to collect all amounts
due according to the contractual terms of the loan agreement. Impaired loans are subject to nonrecurring fair value
adjustments to reflect (1) partial write-downs that are based on the observable market price or current appraised value
of the collateral, or (2) the full charge-off of the carrying value. All of the Company s impaired loans are classified as
level 2.
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Other real estate owned (OREQ) is measured at fair value, less cost to sell at the date of foreclosure, valuations are
periodically performed by management and the assets are carried at the lower of carrying amount or fair value, less
cost to sell. Income and expenses from operations and changes in valuation allowance are included in the net expenses
from OREO.

12. DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

For the Company, as for most financial institutions, approximately 90% of its assets and liabilities are considered
financial instruments. Many of the Company s financial instruments, however, lack an available trading market
characterized by a willing buyer and willing seller engaging in an exchange transaction. Therefore, significant
estimates and present value calculations were used by the Company for the purpose of this disclosure.
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Estimated fair values have been determined by the Company using independent third party valuations that uses best
available data (Level 2) and an estimation methodology (level 3) the Company believes is suitable for each category
of financial instruments. Management believes that cash, cash equivalents, and loans and deposits with floating
interest rates have estimated fair values which approximate the recorded book balances. The estimation methodologies
used, the estimated fair values based off of FAS 157 measurements, and recorded book balances at December 31,
2008 and 2007, were as follows:

2008 2007
ESTIMATED RECORDED ESTIMATED RECORDED
FAIR BOOK FAIR BOOK
VALUE BALANCE VALUE BALANCE
(IN THOUSANDS)
FINANCIAL ASSETS:
Investment securities $143,104 $ 142,675 $163,319 $ 163,474
Regulatory stock 9,739 9,739 7,204 7,204
Net loans (including loans held for sale),
net of allowance for loan loss 701,066 698,198 632,609 628,903
Accrued income receivable 3,735 3,735 4,032 4,032
Bank owned life insurance 32,929 32,929 32,864 32,864
Fair value swap asset 336 336
FINANCIAL LIABILITIES:
Deposits with no stated maturities $377,646 $ 377,646 $363,707 $ 363,707
Deposits with stated maturities 320,201 317,310 347,361 346,732
Short-term borrowings 119,920 119,920 72,210 72,210
All other borrowings 31,472 26,943 25,811 22,990
Accrued interest payable 4,062 4,062 4,961 4,961
Fair value swap liability 336 336

The fair value of investment securities is equal to the available quoted market price.

The fair value of regulatory stock is equal to the current carrying value.

The net loan portfolio has been valued using a present value discounted cash flow. The discount rate used in these
calculations is based upon the treasury yield curve adjusted for non-interest operating costs, credit loss, current market
prices and assumed prepayment risk.

The fair value of accrued income receivable is equal to the current carrying value.

The fair value of bank owned life insurance is based upon the cash surrender value of the underlying policies and
matches the book value.

Deposits with stated maturities have been valued using a present value discounted cash flow with a discount rate
approximating current market for similar assets and liabilities. Deposits with no stated maturities have an estimated
fair value equal to both the amount payable on demand and the recorded book balance.

The fair value of short-term borrowings is equal to the current carrying value.

The fair value of other borrowed funds are based on the discounted value of contractual cash flows. The discount
rates are estimated using rates currently offered for similar instruments with similar remaining maturities.

The fair value of accrued interest payable is equal to the current carrying value.

The fair values of the fair value swaps used for interest rate risk management represents the amount the Company
would have expected to receive or pay to terminate such agreements.

Changes in assumptions or estimation methodologies may have a material effect on these estimated fair values.
The Company s remaining assets and liabilities which are not considered financial instruments have not been valued
differently than has been customary under historical cost accounting.
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There is not a material difference between the notional amount and the estimated fair value of the off-balance sheet
items which total $112.2 million at December 31, 2008, and are primarily comprised of unfunded loan commitments
which are generally priced at market at the time of funding.
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13. INCOME TAXES
The expense for income taxes is summarized below:

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
Current $ 121 $ 116 $ 76
Deferred 1,349 808 344
Income tax expense $1,470 $ 924 $ 420

The reconciliation between the federal statutory tax rate and the Company s effective consolidated income tax rate
is as follows:

YEAR ENDED DECEMBER 31,
2008 2007 2006
AMOUNT RATE AMOUNT RATE AMOUNT RATE
(IN THOUSANDS, EXCEPT PERCENTAGES)
Income tax expense based on

federal statutory rate $2,373 34.0% $ 1,346 34.0% $ 936 34.0%
Tax exempt income (985) (14.1) (506) (12.8) 478) (17.4)
Reversal of valuation

allowance (100) 3.6)
Other 82 1.2 84 2.1 62 2.3
Total expense for income taxes $1,470 21.1% $ 924 23.3% $ 420 15.3%

December 31, 2008 and 2007, deferred taxes are included in the accompanying Consolidated Balance Sheets. The
following table highlights the major components comprising the deferred tax assets and liabilities for each of the
periods presented:

AT DECEMBER 31,

2008 2007

(IN THOUSANDS)
DEFERRED TAX ASSETS:
Allowance for loan losses $ 3,029 $ 2,465
Unfunded commitment reserve 167 135
Premises and equipment 1,102 876
Accrued pension obligation 1,165 100
Unrealized investment security losses 403
Net operating loss carryforwards 6,362 8,539
Alternative minimum tax credits 1,301 1,132
Other 396 332
Total tax assets 13,522 13,982
DEFERRED TAX LIABILITIES:
Investment accretion (36) (26)
Unrealized investment security gains (676)

102



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

Other (159) (206)
Total tax liabilities (871) (232)
Net deferred tax asset $12,651 $13,750

At December 31, 2008, the Company had no valuation allowance established against its deferred tax assets as we
believe the Company will generate sufficient future taxable income to fully utilize all net operating loss carryforwards
and AMT tax credits.

The change in net deferred tax assets and liabilities consist of the following:

YEAR ENDED
DECEMBER 31,
2008 2007
(IN THOUSANDS)
Investment write-ups due to FAS #115, charged to equity $(1,079) $(1,272)
Pension obligation of the defined benefit plan not yet recognized in income 1,329 @)
Deferred provision for income taxes (1,349) (808)
Net decrease $(1,099) $(2,087)

The Company has alternative minimum tax credit carryforwards of approximately $1.3 million at December 31,
2008. These credits have an indefinite carryforward period. The Company also has an $18.7 million net operating loss

carryforward that will begin to expire in the year 2024.
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The Company adopted the provisions of FIN No. 48, Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement 109, effective January 1, 2007. FIN No. 48 prescribes a recognition threshold and a
measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to
be taken in a tax return. Benefits from tax positions should be recognized in the financial statements only when it is
more likely than not that the tax position will be sustained upon examination by the appropriate taxing authority that
would have full knowledge of all relevant information. A tax position that meets the more-likely-than-not recognition
threshold is measured at the largest amount of benefit that is greater than fifty percent likely of being realized upon
ultimate settlement. Tax positions that previously failed to meet the more-likely-than-not recognition threshold should
be recognized in the first subsequent financial reporting period in which that threshold is met. Previously recognized
tax positions that no longer meet the more-likely-than-not recognition threshold should be derecognized in the first
subsequent financial reporting period in which that threshold is no longer met. FIN No. 48 also provides guidance on
the accounting for and disclosure of unrecognized tax benefits, interest and penalties. The adoption of FIN No. 48 did
not have a significant impact on the Company s financial statements.

14. EMPLOYEE BENEFIT PLANS
PENSION PLANS:

The Company has a noncontributory defined benefit pension plan covering all employees who work at least 1,000
hours per year. The participants shall have a vested interest in their accrued benefit after five full years of service. The
benefits of the plan are based upon the employee s years of service and average annual earnings for the highest five
consecutive calendar years during the final ten year period of employment. Plan assets are primarily debt securities
(including U.S. Treasury and Agency securities, corporate notes and bonds), listed common stocks (including shares
of AmeriServ Financial, Inc. common stock valued at $414,000 and is limited to 10% of the plans assets), mutual
funds, and short-term cash equivalent instruments. The following actuarial tables are based upon data provided by an
independent third party as of December 31, 2008.

PENSION BENEFITS:
YEAR ENDED DECEMBER
31,
2008 2007
(IN THOUSANDS)
CHANGE IN BENEFIT OBLIGATION:
Benefit obligation at beginning of year $ 16,231 $ 15410
Service cost 926 927
Interest cost 937 880
Actuarial (gain) loss (78) 109
Special termination benefits 85
Benefits paid (1,215) (1,180)
Benefit obligation at end of year 16,801 16,231
CHANGE IN PLAN ASSETS:
Fair value of plan assets at beginning of year 15,929 15,091
Actual return on plan assets 2,912) 918
Employer contributions 1,400 1,100
Benefits paid (1,215) (1,180)
Fair value of plan assets at end of year 13,202 15,929
Funded status of the plan under funded $ (3,999 $ (302)
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AMOUNTS NOT YET RECOGNIZED AS A COMPONENT OF NET
PERIODIC PENSION COST:

Amounts recognized in accumulated other comprehensive income
(loss) consists of:

Transition asset

Prior service cost

Net actuarial loss (gain)

Total

ACCUMULATED BENEFIT OBLIGATION:
Accumulated benefit obligation

56

YEAR ENDED DECEMBER
31,
2008 2007
(IN THOUSANDS)
$ 17 $ 17
€)) 4)
3,711 (34)
$ 3,724 $ (21)
YEAR ENDED DECEMBER
31,
2008 2007
(IN THOUSANDS)
$ 14,850 $ 14254
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The weighted-average assumptions used to determine benefit obligations at December 31, 2008 and 2007 were as
follows:

YEAR ENDED DECEMBER
31,
2008 2007
(PERCENTAGES)
WEIGHTED AVERAGE ASSUMPTIONS:
Discount rate 6.25% 6.00%
Salary scale 2.50 2.50
YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
COMPONENTS OF NET PERIODIC BENEFIT COST:
Service cost $ 926 $ 927 $ 882
Interest cost 937 880 816
Expected return on plan assets (1,232) (1,146) (1,007)
Amortization of prior year service cost 4 4 4
Amortization of transition asset a7 (17) (17
Recognized net actuarial loss due to special termination benefit 85
Recognized net actuarial loss 355 370 398
Net periodic pension cost $ 973 $ 1,103 $ 1,076

The estimated net loss, prior service cost and transition asset for the defined benefit pension plan that be will
amortized from accumulated other comprehensive income (loss) into net periodic benefit cost over the next year are
$475,000, $11,000, and $(17,000), respectively.

The weighted-average assumptions used to determine net periodic benefit cost for the years ended December 31,
2008, 2007 and 2006 were as follows:

YEAR ENDED DECEMBER 31,
2008 2007 2006
(PERCENTAGES)
WEIGHTED AVERAGE ASSUMPTIONS:
Discount rate 6.00% 6.00% 6.00%
Expected return on plan assets 8.00 8.00 8.00
Rate of compensation increase 2.50 2.50 2.50

The Company has assumed an 8% long-term expected return on plan assets. This assumption was based upon the
plan s historical investment performance over a longer-term period of 15 years combined with the plan s investment
objective of balanced growth and income. Additionally, this assumption also incorporates a targeted range for equity
securities of 50% to 60% of plan assets.

PLAN ASSETS:

The plan s measurement date is December 31, 2008. This plan s asset allocations at December 31, 2008 and 2007,

by asset category are as follows:

ASSET CATEGORY: 2008 2007
Equity securities 17% 59%
Debt securities and short-term investments 83 41
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Total 100% 100%

The investment strategy objective for the pension plan is a balance of growth and income. This objective seeks to
develop a portfolio for acceptable levels of current income together with the opportunity for capital appreciation. The
balanced growth and income objective reflects a relatively equal balance between equity and fixed income
investments such as debt securities. The allocation between equity and fixed income assets may vary by a moderate
degree but the plan typically targets a range of equity investments between 50% and 60% of the plan assets. This
means that fixed income and cash investments typically approximate 40% to 50% of the plan assets. The investment
manager deviated from this targeted range due to the volatility experienced in the equity markets in 2008. The plan is
also able to invest in ASRV common stock up to a maximum level of 10% of the market value of the plan assets (at
December 31, 2008, 2.7% of the plan assets were invested in ASRV common stock). This asset mix is intended to
ensure that there is a steady stream of cash from maturing investments to fund benefit payments.
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CASH FLOWS:

The Bank presently expects that the contribution to be made to the Plan in 2009 will be comparable with recent
years of approximately $1.5 million.
ESTIMATED FUTURE BENEFIT PAYMENTS:

The following benefit payments, which reflect future service, as appropriate, are expected to be paid (in
thousands).

2009 $ 1,497
2010 1,884
2011 1,992
2012 2,002
2013 2,244
Years 2014 2018 10,964
401(k) PLAN:

The Bank maintains a qualified 401(k) plan that allows for participation by Bank employees. Under the plan,
employees may elect to make voluntary, pretax contributions to their accounts, and the Bank contributes 4% of
salaries for union members who are in the plan. Contributions by the Bank charged to operations were $226,000 and
$218,000 for the years ended December 31, 2008 and 2007, respectively. The fair value of plan assets includes
$266,000 pertaining to the value of the Company s common stock that is held by the plan at December 31, 2008.

Except for the above benefit plans, the Company has no significant additional exposure for any other
post-retirement or post-employment benefits.

15. LEASE COMMITMENTS

The Company s obligation for future minimum lease payments on operating leases at December 31, 2008, is as

follows:

FUTURE
MINIMUM
LEASE
PAYMENTS
YEAR (IN THOUSANDS)
2009 $ 613
2010 514
2011 431
2012 256
2013 172
2014 and thereafter 391

In addition to the amounts set forth above, certain of the leases require payments by the Company for taxes,
insurance, and maintenance. Rent expense included in total non-interest expense amounted to $514,000, $492,000 and
$423,000, in 2008, 2007, and 2006, respectively.

16. COMMITMENTS AND CONTINGENT LIABILITIES

The Bank incurs off-balance sheet risks in the normal course of business in order to meet the financing needs of its
customers. These risks derive from commitments to extend credit and standby letters of credit. Such commitments and
standby letters of credit involve, to varying degrees, elements of credit risk in excess of the amount recognized in the
consolidated financial statements. Commitments to extend credit are obligations to lend to a customer as long as there
is no violation of any condition established in the loan agreement. Commitments generally have fixed expiration dates
or other termination clauses and may require payment of a fee. Because many of the commitments are expected to
expire without being drawn upon, the total commitment amounts do not necessarily represent future cash
requirements. The Bank evaluates each customer s creditworthiness on a case-by-case basis. Collateral which secures
these types of commitments is the same as for other types of secured lending such as accounts receivable, inventory,
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and fixed assets.

Standby letters of credit are conditional commitments issued by the Bank to guarantee the performance of a
customer to a third party. Those guarantees are primarily issued to support public and private borrowing
arrangements, including normal business activities, bond financings, and similar transactions. The credit risk involved
in issuing letters of credit is essentially the same as that involved in extending loans to customers. Letters of credit are
issued both on an unsecured and secured basis. Collateral securing these types of transactions is similar to collateral

securing the Bank s commercial loans.
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The Company s exposure to credit loss in the event of nonperformance by the other party to these commitments to
extend credit and standby letters of credit is represented by their contractual amounts. The Bank uses the same credit
and collateral policies in making commitments and conditional obligations as for all other lending. At December 31,
2008 the Company had various outstanding commitments to extend credit approximating $112,192,000 and standby
letters of credit of $13,064,000, compared to commitments to extend credit of $93,583,000 and standby letters of
credit of $7,884,000 at December 31, 2007. Standby letters of credit had terms ranging from 1 to 4 years. Standby
letters of credit of approximately $10.1 million were secured as of December 31, 2008 and approximately $5.1 million
at December 31, 2007. The carrying amount of the liability for AmeriServ obligations related to standby letters of
credit was $492,000 at December 31, 2008 and $398,000 at December 31, 2007.

Pursuant to its bylaws, the Company provides indemnification to its directors and officers against certain liabilities
incurred as a result of their service on behalf of the Company. In connection with this indemnification obligation, the
Company can advance on behalf of covered individuals costs incurred in defending against certain claims.
Additionally, the Company is also subject to a number of asserted and unasserted potential claims encountered in the
normal course of business. In the opinion of the Company, neither the resolution of these claims nor the funding of
these credit commitments will have a material adverse effect on the Company s consolidated financial position, results
of operation or cash flows.

17. PREFERRED STOCK

On October 3, 2008, the Emergency Economic Stabilization Act of 2008 (initially introduced as the Troubled Asset
Relief Program or TARP ) was enacted. On October 14, 2008, the U.S. Treasury announced its intention to inject
capital into financial institutions under the TARP Capital Purchase Program (the CPP ). The CPP is a voluntary
program designed to provide capital to healthy, well managed financial institutions in order to increase the availability
of credit to businesses and individuals and help stabilize the U.S. financial system.

On December 19, 2008, the Company sold to the U.S. Treasury for an aggregate purchase price of $21 million in
cash 21,000 shares of Fixed Rate Cumulative Perpetual Preferred Stock, Series D. In conjunction with the purchase of
these senior preferred shares, the U.S. Treasury also received a warrant to purchase up to 1,312,500 shares of the
Company s common stock. The warrant has a term of 10 years and is exercisable at any time, in whole or in part, at an
exercise price of $2.40 per share. The $21 million in proceeds was allocated to the Series D Preferred Stock and the
warrant based on their relative fair values at issuance (approximately $20.4 million was allocated to the Series D
Preferred Stock and approximately $600,000 to the warrant). The difference between the initial value allocated to the
Series D Preferred Stock of approximately $20.4 million and the liquidation value of $21 million will be charged to
surplus over the first three years of the contract. Cumulative dividends on Series D Preferred Stock are payable
quarterly at 5% through December 19, 2013 and at a rate of 9% thereafter. As a result of the decision by the Company
to accept a preferred stock investment under the U.S. Treasury s CPP for a period of three years the Company is no
longer permitted to repurchase stock or declare and pay dividends on common stock without the consent of the U.S.
Treasury.

18. STOCK COMPENSATION PLANS

On January 1, 2006, the Company adopted Statement of Financial Accounting Standards (FAS) #123(R)

Share-Based Payment using the modified perspective method. Under this method, awards that are granted, modified,
or settled after December 31, 2005, are measured and accounted for in accordance with FAS #123(R). As a result of
this adoption the Company recognized $7,000 of pretax compensation expense for the year 2008, $12,000 in 2007 and
$56,000 in 2006.

In 2001, the Company s Board of Directors adopted a shareholder approved Stock Incentive Plan (the Plan)
authorizing the grant of options or restricted stock covering 800,000 shares of common stock. This Plan replaced the
expired 1991 Stock Option Plan. Under the Plan, options or restricted stock can be granted (the Grant Date) to
directors, officers, and employees that provide services to the Company and its affiliates, as selected by the
compensation committee of the Board of Directors. The option price at which a stock option may be exercised shall
not be less than 100% of the fair market value per share of common stock on the Grant Date. The maximum term of
any option granted under the Plan cannot exceed 10 years. Generally, under the Plan on or after the first anniversary of
the Grant Date, one-third of such options may be exercised. On or after the second anniversary of the Grant Date,

110



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

two-thirds of such options may be exercised minus the aggregate number of such options previously exercised. On or
after the third anniversary of the Grant Date, the remainder of the options may be exercised.
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A summary of the status of the Company s Stock Incentive Plan at December 31, 2008, 2007, and 2006, and
changes during the years then ended is presented in the table and narrative following:

YEAR ENDED DECEMBER 31,
2008 2007 2006

WEIGHTED WEIGHTED WEIGHTED

AVERAGE AVERAGE AVERAGE

EXERCISE EXERCISE EXERCISE

SHARES PRICE SHARES PRICE SHARES PRICE

Outstanding at
beginning of year 228,392 $ 5.09 247,208 $5.03 372,645 $5.33
Granted 21,217 2.86 900 4.60 1,233 4.70
Exercised (5,834) 2.71 (21,667) 3.21
Forfeited (17,600) 4.86 (13,882) 5.02 (105,003) 6.46
Outstanding at end of
year 232,009 4.90 228,392 5.09 247,208 5.03
Exercisable at end of
year 217,564 5.04 227,381 5.09 223,314 4.93
Weighted average fair
value of options
granted in current year $1.39 $2.59 $2.69

A total of 217,564 of the 232,009 options outstanding at December 31, 2008, have exercise prices between $2.31
and $6.10, with a weighted average exercise price of $5.04 and a weighted average remaining contractual life of
3.31 years. Options outstanding at December 31, 2008 reflect option ranges of: $2.31 to $3.49 totaling 14,572 options
which have a weighted average exercise price of $2.78 and a weighted average remaining contractual life of
6.55 years; and $4.02 to $6.10 totaling 202,992 options which have a weighted average exercise price of $5.20 and a
weighted average remaining contractual life of 3.07 years. All of these options are exercisable. The remaining 14,445
options have exercise prices between $2.85 and $4.60, with a weighted average exercise price of $2.90 and a weighted
average remaining contractual life of 9.22 years. The fair value of each option grant is estimated on the date of grant
using the Black-Scholes option pricing model with the following assumptions used for grants in 2008, 2007, and
2006.

YEAR ENDED DECEMBER 31,
2008 2007 2006
BLACK-SCHOLES ASSUMPTION RANGES
Risk-free interest rate 2.76-3.34% 4.52% 4.70%
Expected lives in years 10 10 10
Expected volatility 33.28% 36.84% 37.22%
Expected dividend rate 0% 0% 0%

19. DIVIDEND REINVESTMENT AND COMMON STOCK PURCHASE PLAN

The Company s Dividend Reinvestment and Common Stock Purchase Plan (the Purchase Plan) provides each
record holder of Common Stock with a simple and convenient method of purchasing additional shares without
payment of any brokerage commissions, service charges or other similar expense. A participant in the Purchase Plan
may purchase shares of Common Stock by electing either to (1) reinvest dividends on all of his or her shares of
Common Stock (if applicable) or (2) make optional cash payments of not less than $10 and up to a maximum of
$2,000 per month and continue to receive regular dividend payments on his or her other shares. A participant may
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withdraw from the Purchase Plan at any time.

In the case of purchases from AmeriServ Financial, Inc. of treasury or newly-issued shares of Common Stock, the
average market price is determined by averaging the high and low sale price of the Common Stock as reported on the
NASDAQ on the relevant investment date. At December 31, 2008, the Company issued 37,534 shares and had 48,000
unissued reserved shares available under the Purchase Plan. In the case of purchases of shares of Common Stock on
the open market, the average market price will be the weighted average purchase price of shares purchased for the
Purchase Plan in the market for the relevant investment date.

20. INTANGIBLE ASSETS

The Company s consolidated balance sheet shows both tangible assets (such as loans, buildings, and investments)
and intangible assets (such as goodwill and core deposits). Goodwill and other intangible assets with indefinite lives
are not amortized. Instead such intangibles are evaluated for impairment at the reporting unit level at least annually.
Any resulting impairment would be reflected as a non-interest expense. Of the Company s goodwill of $13.5 million,
$9.5 million is allocated to the retail banking segment and $4 million relates to the West Chester Capital Advisors
acquisition which is included in the trust segment. Goodwill in both of these segments was evaluated for impairment
on its annual impairment evaluation date. The result of these evaluations indicated that the Company s goodwill had no
impairment. The Company s only intangible asset, other than goodwill, is its core deposit intangible, which has a
remaining finite life of approximately two months.
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As of December 31, 2008, the Company s core deposit intangibles had an original cost of $17.6 million with
accumulated amortization of $17.5 million. The weighted average amortization period of the Company s core deposit
intangibles at December 31, 2008, is two months. Estimated amortization expense for 2009 is $108,000.

A reconciliation of the Company s intangible asset balances for 2008 and 2007 is as follows (in thousands):

AT DECEMBER 31,
2008 2007 2008 2007

CORE DEPOSIT

INTANGIBLES GOODWILL
Balance January 1 $ 973 $1,338 $13,497 $ 9,544
Addition due to WCCA 3,953
Amortization expense (865) (865)
Balance December 31 $ 108 $ 973 $13,497 $13,497

21. DERIVATIVE HEDGING INSTRUMENTS

The Company can use various interest rate contracts, such as interest rate swaps, caps, floors and swaptions to help
manage interest rate and market valuation risk exposure, which is incurred in normal recurrent banking activities. The
Company can use derivative instruments, primarily interest rate swaps, to manage interest rate risk and match the rates
on certain assets by hedging the fair value of certain fixed rate debt, which converts the debt to variable rates and by
hedging the cash flow variability associated with certain variable rate debt by converting the debt to fixed rates.

To accommodate a customer need and support the Company s asset/liability positioning, we entered into an interest
rate swap with the customer and Pittsburgh National Bank (PNC) in the fourth quarter of 2008. This arrangement
involves the exchange of interest payments based on the notional amounts. The Company entered into a floating rate
loan and a fixed rate swap with our customer. Simultaneously, the Company entered into an offsetting fixed rate swap
with PNC. In connection with each swap transaction, the Company agrees to pay interest to the customer on a notional
amount at a variable interest rate and receive interest from the customer on the same notional amount at a fixed
interest rate. At the same time, the Company agrees to pay PNC the same fixed interest rate on the same notional
amount and receive the same variable interest rate on the same notional amount. This transaction allows the
Company s customer to effectively convert a variable rate loan to a fixed rate. Because the Company acts as an
intermediary for its customer, changes in the fair value of the underlying derivative contracts offset each other and do
not significantly impact the Company s results of operations. The $144,000 fee the Company received on the
transaction is being amortized into income over the term of the swap.

The following table summarizes the interest rate swap transactions that impacted the Company s 2008 performance:

INCREASE
(DECREASE)
IN
MATURITY NOTIONAL RATE RATE REPRICING INTEREST
HEDGE
START DATE DATE TYPE AMOUNT RECEIVED PAID FREQUENCY EXPENSE
FAIR
12/12/08 12/24/13 ~ VALUE $ 9,000,000 5.25% 4.40% MONTHLY $ 4,250
FAIR
12/12/08 12/24/13  VALUE 9,000,000 4.40 525 MONTHLY (4,250)
$
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The Company monitors and controls all derivative products with a comprehensive Board of Director approved
hedging policy. This policy permits a total maximum notional amount outstanding of $500 million for interest rate
swaps, interest rate caps/floors, and swaptions. All hedge transactions must be approved in advance by the Investment
Asset/Liability Committee (ALCO) of the Board of Directors. The Company had no interest rate swaps, caps or floors
outstanding at December 31, 2007.

22. SEGMENT RESULTS

The financial performance of the Company is also monitored by an internal funds transfer pricing profitability
measurement system which produces line of business results and key performance measures. The Company s major
business units include retail banking, commercial lending, trust, and investment/parent. The reported results reflect the
underlying economics of the business segments. Expenses for centrally provided services are allocated based upon the
cost and estimated usage of those services. The businesses are match-funded and interest rate risk is centrally managed
and accounted for within the investment/parent business segment. The key performance measure the Company
focuses on for each business segment is net income contribution.

Retail banking includes the deposit-gathering branch franchise, lending to both individuals and small businesses,
and financial services. Lending activities include residential mortgage loans, direct consumer loans, and small
business commercial loans. Financial services include the sale of mutual funds, annuities, and insurance products.
Commercial lending to businesses includes commercial
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loans, and commercial real-estate loans. The trust segment has two primary business divisions, traditional trust and
union collective investment funds. Traditional trust includes personal trust products and services such as personal
portfolio investment management, estate planning and administration, custodial services and pre-need trusts. Also,
institutional trust products and services such as 401(k) plans, defined benefit and defined contribution employee
benefit plans, and individual retirement accounts are included in this segment. The union collective investment funds,
namely the ERECT and BUILD Funds are designed to invest union pension dollars in construction projects that utilize
union labor. The financial results of WCCA, an investment advisory firm, have been incorporated into the trust
segment beginning March 7, 2007. The investment/parent includes the net results of investment securities and

borrowing activities, general corporate expenses not allocated to the business segments, interest expense on

guaranteed junior subordinated deferrable interest debentures, and centralized interest rate risk management.
Inter-segment revenues were not material.

The contribution of the major business segments to the consolidated results of operations were as follows:

Net interest income
Provision for loan loss
Non-interest income
Non-interest expense

Income (loss) before income taxes
Income taxes (benefit)

Net income (loss)

Total assets

Net interest income
Provision for loan loss
Non-interest income
Non-interest expense

Income (loss) before income taxes
Income taxes (benefit)

Net income (loss)

Total assets

RETAIL
BANKING
$ 17,373
585
8,253
21,610
3,431
691

$ 2,740
$ 350,864
RETAIL
BANKING
$ 18,207
60

6,312
21,932
2,527

548

$ 1,979
$336,291

YEAR ENDED DECEMBER 31, 2008

COMMERCIAL INVESTMENT/
LENDING TRUST PARENT
(IN THOUSANDS)
$ 10,328 $ 85 $ 1,331

2,340
865 7,511 (205)
5,849 5,694 2,484
3,004 1,902 (1,358)
705 649 (575)
$ 2,299 $ 1,253 $ (783)
$ 470,084 $ 3,306 $ 142,675

YEAR ENDED DECEMBER 31, 2007

COMMERCIAL INVESTMENT/
LENDING TRUST PARENT
(IN THOUSANDS)
$ 9,199 $ 159 $ (3,342)
240

588 7,728 79
5,463 5,155 2,122

4,084 2,732 (5,385)

892 935 (1,451)

$ 3,192 $ 1,797 $ (3,934)
$ 402,222 $ 2,891 $ 163,474

TOTAL
$ 29,117
2,925
16,424
35,637

6,979
1,470

$ 5,509

$ 966,929

TOTAL
$ 24,223
300
14,707
34,672

3,958
924

$ 3,034

$904,878
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YEAR ENDED DECEMBER 31, 2006

COMMERCIAL INVESTMENT/
RETAIL
BANKING LENDING TRUST PARENT TOTAL
(IN THOUSANDS)
Net interest income $ 18,822 $ 7,328 $ 343 $ (2,015) $ 24478
Provision for loan loss (34) 91 (125)
Non-interest income 5,732 540 6,521 48 12,841
Non-interest expense 23,120 4,735 4,291 2,546 34,692
Income (loss) before income taxes 1,468 3,224 2,573 (4,513) 2,752
Income taxes (benefit) 265 626 875 (1,346) 420
Net income (loss) $ 1,203 $ 2,598 $ 1,698 $ (3,167) $ 2332
Total assets $357,083 $ 331,849 $ 2,716 $ 204,344 $ 895,992

23. REGULATORY CAPITAL

The Company is subject to various capital requirements administered by the federal banking agencies. Under
capital adequacy guidelines and the regulatory framework for prompt corrective action, the Company must meet
specific capital guidelines that involve quantitative measures of the Company s assets, liabilities, and certain
off-balance sheet items as calculated under regulatory accounting practices. The Company s capital amounts and
classification are also subject to qualitative judgments by the regulators about components, risk weightings, and other
factors. Failure to meet minimum capital requirements can initiate certain mandatory and possibly additional
discretionary actions by regulators that, if undertaken, could have a direct material effect on the Company s financial
statements.
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Quantitative measures established by regulation to ensure capital adequacy require the Company to maintain
minimum amounts and ratios (set forth in the table below) of total and Tier I capital to risk-weighted assets, and of
Tier I capital to average assets. As of December 31, 2008 and 2007, the Federal Reserve categorized the Company as
Well Capitalized under the regulatory framework for prompt corrective action. The Company believes that no
conditions or events have occurred that would change this conclusion. To be categorized as well capitalized, the
Company must maintain minimum total risk-based, Tier I risk-based, and Tier I leverage ratios as set forth in the

table.

Total Capital (To Risk
Weighted Assets)
Consolidated
AmeriServ Financial
Bank

Tier 1 Capital (To Risk
Weighted Assets)
Consolidated
AmeriServ Financial
Bank

Tier 1 Capital (To
Average Assets)
Consolidated
AmeriServ Financial
Bank

Total Capital (To Risk
Weighted Assets)
Consolidated
AmeriServ Financial
Bank

Tier 1 Capital (To Risk
Weighted Assets)
Consolidated
AmeriServ Financial
Bank

AS OF DECEMBER 31, 2008
TO BE WELL
FOR CAPITAL CAPITALIZED UNDER
PROMPT
ADEQUACY CORRECTIVE
ACTUAL PURPOSES ACTION PROVISIONS
AMOUNT RATIO AMOUNT RATIO AMOUNT RATIO
(IN THOUSANDS, EXCEPT RATIOS)
$120,035 15.90% $60,377 8.00% $75,472 10.00%
92,333 12.56 58,813 8.00 73,517 10.00
110,633 14.66 30,189 4.00 45,283 6.00
83,143 11.31 29,407 4.00 44,110 6.00
110,633 12.15 36,414 4.00 45,518 5.00
83,143 9.30 35,751 4.00 44,688 5.00
AS OF DECEMBER 31, 2007
TO BE WELL
FOR CAPITAL CAPITALIZED UNDER
ADEQUACY PROMPT CORRECTIVE
ACTUAL PURPOSES ACTION PROVISIONS
AMOUNT RATIO AMOUNT RATIO AMOUNT RATIO
(IN THOUSANDS, EXCEPT RATIOS)
$92,404 13.94% $53,017 8.00% $66,271 10.00%
83,612 12.75 52,458 8.00 65,573 10.00
84,754 12.79 26,508 4.00 39,762 6.00
75,962 11.58 26,229 4.00 39,344 6.00
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Tier 1 Capital (To
Average Assets)

Consolidated 84,754 9.74 34,811 4.00 43,514 5.00
AmeriServ Financial
Bank 75,962 8.84 34,391 4.00 42,989 5.00

24. WEST CHESTER CAPITAL ADVISORS ACQUISITION

The Company completed the acquisition of West Chester Capital Advisors (WCCA) of West Chester,
Pennsylvania on March 7, 2007. WCCA is registered investment advisor formed in 1994 and at December 31, 2008
had $82 million in assets under management. WCCA is a wholly owned subsidiary of AmeriServ Financial Bank.

Because the acquisition was a cash transaction, the Company did not issue any stock to execute the purchase.
Therefore, there was no ownership dilution to AmeriServ stockholders. The purchase price paid by AmeriServ
Financial Bank to the Sellers for all the capital stock of WCCA was $4,000,000. This amount consisted of: (a)
$2,200,000 paid at closing in immediately available funds, and (b) a deferred payment of up to $1,800,000 to be paid
as follows: (A) up to $1,000,000 payable 30 months after closing, and (B) up to $800,000 payable 48 months after
closing, in each case, subject to proportionate reduction if revenues of WCCA as of those dates is less than
$1,360,000.
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25. PARENT COMPANY FINANCIAL INFORMATION

The parent company functions primarily as a coordinating and servicing unit for all subsidiary entities. Provided
services include general management, accounting and taxes, loan review, internal auditing, investment advisory,
marketing, insurance risk management, general corporate services, and financial and strategic planning. The following

financial information relates only to the parent company operations:
BALANCE SHEETS

ASSETS

Cash

Short-term investments in money market funds

Investment securities available for sale

Equity investment in banking subsidiary

Equity investment in non-banking subsidiaries

Guaranteed junior subordinated deferrable interest debenture issuance costs
Other assets

TOTAL ASSETS

LIABILITIES
Guaranteed junior subordinated deferrable interest debentures
Other liabilities

TOTAL LIABILITIES

STOCKHOLDERS EQUITY

Total stockholders equity

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

STATEMENTS OF OPERATIONS

INCOME

Inter-entity management and other fees
Dividends from banking subsidiary
Dividends from non-banking subsidiaries
Interest and dividend income

TOTAL INCOME

EXPENSE

AT DECEMBER 31,
2008 2007
(IN THOUSANDS)
$ 106 $ 100

14,202 3,053

8,813 1,007
97,434 93,427
4,938 4,720
302 318
1,527 1,508

$127,322 $104,133

$ 13,085 $ 13,085

985 754
14,070 13,839
113,252 90,294

$127,322 $104,133

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
$2,254 $2,363 $2,351

6,000

1,250 1,580 1,722
292 167 120

9,796 4,110 4,193
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Interest expense 1,121 1,121 1,121
Salaries and employee benefits 2,004 1,910 2,008
Other expense 1,336 1,223 1,184
TOTAL EXPENSE 4,461 4,254 4,313

INCOME (LOSS) BEFORE INCOME TAXES AND EQUITY IN

UNDISTRIBUTED EARNINGS OF SUBSIDIARIES 5,335 (144) (120)

Benefit for income taxes 651 583 640

Equity in undistributed earnings of subsidiaries @77 2,595 1,812

NET INCOME $ 5,509 $ 3,034 $2,332
64
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STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31,
2008 2007 2006
(IN THOUSANDS)
OPERATING ACTIVITIES
Net income $ 5,509 $ 3,034 $ 2,332
Adjustment to reconcile net income to net cash (used in) provided by
operating activities:
Equity in undistributed earnings of subsidiaries 477 (2,595) (1,812)
Other net 1,176 1,445 1,043
NET CASH PROVIDED BY OPERATING ACTIVITIES 7,162 1,884 1,563
INVESTING ACTIVITIES
Purchase of investment securities available for sale (9,720) (999) (3,112)
Proceeds from maturity of investment securities available for sale 2,008 3,053
Capital contribution to banking subsidiary (5,000)
NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (12,712) 2,054 (3,112)
FINANCING ACTIVITIES
Proceeds from issuance of common stock 99 131 173
Proceeds from issuance of preferred stock 21,000
Treasury stock, purchased at cost (2,835)
Common stock dividends paid (543)
Guaranteed junior subordinated deferrable interest debentures dividends
paid (1,016) (1,016) (1,016)
NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 16,705 (885) (843)
NET DECREASE IN CASH AND CASH EQUIVALENTS 11,155 3,053 (2,392)
CASH AND CASH EQUIVALENTS AT JANUARY 1 3,153 100 2,492
CASH AND CASH EQUIVALENTS AT DECEMBER 31 $ 14,308 $ 3,153 $ 100

The ability of the subsidiary bank to upstream cash to the parent company is restricted by regulations. Federal law
prevents the parent company from borrowing from its subsidiary bank unless the loans are secured by specified assets.
Further, such secured loans are limited in amount to ten percent of the subsidiary bank s capital and surplus. In
addition, the Bank is subject to legal limitations on the amount of dividends that can be paid to its shareholder. The
dividend limitation generally restricts dividend payments to a bank s retained net income for the current and preceding
two calendar years. Cash may also be upstreamed to the parent company by the subsidiaries as an inter-entity
management fee. At December 31, 2008, the subsidiary bank was permitted to upstream an additional $3,899,000 in
cash dividends to the parent company. The subsidiary bank had a combined $102,984,000 of restricted surplus and
retained earnings at December 31, 2008.

26. SELECTED QUARTERLY CONSOLIDATED FINANCIAL DATA

122



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

The following table sets forth certain unaudited quarterly consolidated financial data regarding the Company:

Interest income
Interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses
Non-interest income
Non-interest expense

Income before income taxes
Provision for income taxes

Net income
Basic earnings per common share

Diluted earnings per common share
Cash dividends declared per common share

2008 QUARTER ENDED
DEC. MARCH
31 SEPT. 30 JUNE 30 31
(IN THOUSANDS, EXCEPT PER SHARE DATA)
$12,355 $ 11,732 $ 11,450 $ 12,282
4,170 4,501 4,484 5,547
8,185 7,231 6,966 6,735
625 775 1,375 150
7,560 6,456 5,591 6,585
3,476 3,767 5,343 3,838
9,049 8,784 9,025 8,779
1,987 1,439 1,909 1,644
372 290 393 415
$ 1,615 $ 1,149 $ 1,516 $ 1,229
0.07 0.05 0.07 0.06
0.07 0.05 0.07 0.06
0.025 0.00 0.00 0.00
65
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Interest income
Interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses
Non-interest income
Non-interest expense

Income before income taxes
Provision for income taxes

Net income
Basic earnings per common share

Diluted earnings per common share
Cash dividends declared per common share

2007 QUARTER ENDED
DEC. MARCH
31 SEPT. 30 JUNE 30 31
(IN THOUSANDS, EXCEPT PER SHARE DATA)
$12,442 12,454 $ 12,308 $ 12,175
6,209 6,432 6,295 6,220
6,233 6,022 6,013 5,955
150 150
6,083 5,872 6,013 5,955
3,860 4,022 3,592 3,233
8,704 8,773 8,522 8,673
1,239 1,121 1,083 515
315 247 275 87
$ 924 874 $ 808 $ 428
0.04 0.04 0.04 0.02
0.04 0.04 0.04 0.02
0.00 0.00 0.00 0.00
66
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Audit Committee
AmeriServ Financial, Inc.
We have audited the accompanying consolidated balance sheets of AmeriServ Financial, Inc. and subsidiaries (the
Company ) as of December 31, 2008 and 2007, and the related consolidated statements of operations, comprehensive
income (loss), changes in stockholders equity, and cash flows for each of the three years in the period ended
December 31, 2008. These consolidated financial statements are the responsibility of the Company s management. Our
responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of AmeriServ Financial, Inc. and subsidiaries as of December 31, 2008 and 2007, and the results of
their operations and their cash flows for each of the three years in the period ended December 31, 2008, in conformity
with U.S. generally accepted accounting principles.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), AmeriServ Financial, Inc. and subsidiaries internal control over financial reporting as of December 31, 2008,
based on criteria established in Infernal Control Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission, and our report dated March 2, 2009, expressed an unqualified opinion on
the effectiveness of AmeriServ Financial, Inc. s internal control over financial reporting.
As discussed in Note 11 to the consolidated financial statements, effective January 1, 2008, the Company adopted
Statement of Financial Accounting Standards No. 157, Fair Value Measurements.
/s/ S.R. Snodgrass, A.C.
Wexford, PA
March 2, 2009
67
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Audit Committee
AmeriServ Financial, Inc.
We have audited AmeriServ Financial, Inc. s internal control over financial reporting as of December 31, 2008, based
on criteria established in Infernal Control Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. AmeriServ Financial, Inc. s management is responsible for maintaining
effective internal control over financial reporting and for its assessment of the effectiveness of internal control over
financial reporting included in the accompanying Report on Management s Assessment of Internal Control Over
Financial Reporting. Our responsibility is to express an opinion on the Company s internal control over financial
reporting based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk.
Our audits also included performing such other procedures as we considered necessary in the circumstances. We
believe that our audits provide a reasonable basis for our opinion.
A company s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company s assets that could have
a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may
deteriorate.
In our opinion, AmeriServ Financial, Inc. maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2008, based on criteria established in Internal Control Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the Audit Report of AmeriServ Financial, Inc. and our report dated March 2, 2009, expressed an unqualified
opinion.
/s/ S.R. Snodgrass, A.C.
Wexford, PA
March 2, 2009
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REPORT ON MANAGEMENT S ASSESSMENT OF
INTERNAL CONTROL OVER FINANCIAL REPORTING

AmeriServ Financial, Inc. is responsible for the preparation, integrity, and fair presentation of the consolidated
financial statements included in this annual report. The consolidated financial statements and notes included in this
annual report have been prepared in conformity with United States generally accepted accounting principles and
necessarily include some amounts that are based on management s best estimates and judgments.

We, as management of AmeriServ Financial, Inc., are responsible for establishing and maintaining effective
internal control over financial reporting that is designed to produce reliable financial statements in conformity with
United States generally accepted accounting principles. The system of internal control over financial reporting as it
relates to the financial statements is evaluated for effectiveness by management and tested for reliability through a
program of internal audits. Actions are taken to correct potential deficiencies as they are identified. Any system of
internal control, no matter how well designed, has inherent limitations, including the possibility that a control can be
circumvented or overridden and misstatements due to error or fraud may occur and not be detected. Also, because of
changes in conditions, internal control effectiveness may vary over time. Accordingly, even an effective system of
internal control will provide only reasonable assurance with respect to financial statement preparation.

Management assessed the Company s system of internal control over financial reporting as of December 31, 2008,
in relation to criteria for effective internal control over financial reporting as described in Internal Control Integrated
Framework, issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on this
assessment, management concludes that, as of December 31, 2008, its system of internal control over financial
reporting is effective and meets the criteria of the Internal Control Integrated Framework . S.R. Snodgrass A.C.,
independent registered public accounting firm, has issued an attestation report on management s assessment of the
Company s internal control over financial reporting.

/s/ ALLAN R. DENNISON /s/ JEFFREY A. STOPKO
Allan R. Dennison Jeffrey A. Stopko
President & Senior Vice President &
Chief Executive Officer Chief Financial Officer

Johnstown, PA
February 19, 2009
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STATEMENT OF MANAGEMENT RESPONSIBILITY
February 19, 2009
To the Stockholders and
Board of Directors of
AmeriServ Financial, Inc.

Management of AmeriServ Financial, Inc. and its subsidiaries have prepared the consolidated financial statements
and other information in the Annual Report and Form 10-K in accordance with generally accepted accounting
principles and are responsible for its accuracy.

In meeting its responsibility, management relies on internal accounting and related control systems, which include
selection and training of qualified personnel, establishment and communication of accounting and administrative
policies and procedures, appropriate segregation of responsibilities, and programs of internal audit. These systems are
designed to provide reasonable assurance that financial records are reliable for preparing financial statements and
maintaining accountability for assets and that assets are safeguarded against unauthorized use or disposition. Such
assurance cannot be absolute because of inherent limitations in any internal control system.

Management also recognizes its responsibility to foster a climate in which Company affairs are conducted with the
highest ethical standards. The Company s Code of Conduct, furnished to each employee and director, addresses the
importance of open internal communications, potential conflicts of interest, compliance with applicable laws,
including those related to financial disclosure, the confidentiality of proprietary information, and other items. There is
an ongoing program to assess compliance with these policies.

The Audit Committee of the Company s Board of Directors consists solely of outside directors. The Audit
Committee meets periodically with management and the independent auditors to discuss audit, financial reporting, and
related matters. S.R. Snodgrass A.C. and the Company s internal auditors have direct access to the Audit Committee.

/s/ ALLAN R. DENNISON /s/ JEFFREY A. STOPKO
Allan R. Dennison Jeffrey A. Stopko
President & Senior Vice President &
Chief Executive Officer Chief Financial Officer
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures. As of December 31, 2008, an evaluation was performed
under the supervision and with the participation of the Company s management, including the Chief Executive Officer
and Chief Financial Officer, on the effectiveness of the design and operation of the Company s disclosure controls and
procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934). Based on that evaluation, the
Company s management, including the Chief Executive Officer and Chief Financial Officer, concluded that the
Company s disclosure controls and procedures were effective as of December 31, 2008.

Disclosure controls and procedures are the controls and other procedures that are designed to ensure that the
information required to be disclosed by the Company in its reports filed and submitted under the Securities Exchange
Act of 1934, as amended ( Exchange Act ), is recorded, processed, summarized and reported within the time periods
specified in the Securities and Exchange Commission s rules and forms. Disclosure controls and procedures include,
without limitation, controls and procedures designed to ensure that information required to be disclosed by the
Company in its reports filed under the Exchange Act is accumulated and communicated to the Company s
management, including the principal executive officer and principal financial officer, as appropriate to allow timely
decisions regarding required disclosure.

Management Report on Internal Control over Financial Reporting. The Company s management is responsible
for establishing and maintaining adequate internal control over financial reporting, as such term is defined in
Rule 13a-15(f) under the Exchange Act. Management s assessment of internal control over financial reporting for the
fiscal year ended December 31, 2008 is included in Item 8.

ITEM 9B. OTHER INFORMATION
None.
PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information required by this section relating to Directors of the Registrant is presented in the Election of ASRV
Directors section of the Proxy Statement for the Annual Meeting of Shareholders.

ITEM 11. EXECUTIVE COMPENSATION

Information required by this section is presented in the Compensation Paid to Executive Officers section of the
Proxy Statement for the Annual Meeting of Shareholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

Information required by this section is presented in the Security Ownership of Management section of the Proxy
Statement for the Annual Meeting of Shareholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

Information required by this section is presented in the Transactions with Management section of the Proxy
Statement for the Annual Meeting of Shareholders.

71

129



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this section is presented in the Audit Committee Report section of the Proxy Statement for
the Annual Meeting of Shareholders.

PART IV

ITEM 15. EXHIBITS, CONSOLIDATED FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM
8-K
CONSOLIDATED FINANCIAL STATEMENTS FILED:

The consolidated financial statements listed below are from this 2008 Form 10-K and Part II  Item 8. Page
references are to this Form 10-K.
CONSOLIDATED FINANCIAL STATEMENTS:

AmeriServ Financial, Inc. and Subsidiaries

Consolidated Balance Sheets, 36
Consolidated Statements of Operations, 37
Consolidated Statements of Comprehensive Income, 38
Consolidated Statements of Changes in Stockholders Equity, 39
Consolidated Statements of Cash Flows, 40
Notes to Consolidated Financial Statements, 41
Report of Independent Registered Public Accounting Firm, 67
Report on Management s Assessment of Internal Control Over Financial Reporting, 69
Statement of Management Responsibility, 70

CONSOLIDATED FINANCIAL STATEMENT SCHEDULES:
These schedules are not required or are not applicable under Securities and Exchange Commission accounting

regulations and therefore have been omitted.
72

130



EXHIBITS:

Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

The exhibits listed below are filed herewith or to other filings.

EXHIBIT
NUMBER
3.1

32

33

4.1

10.1

10.2

21.1

23.1

31.1

31.2

32.1

322

DESCRIPTION
Amended and Restated Articles of Incorporation as amended
through January 5, 2005.

Bylaws, as amended and restated on January 26, 2005.

Certificate of Designation of Rights of Fixed Rate Cumulative
Perpetual Preferred Stock, Series D.

Warrant, dated December 19, 2008, to Purchase 1,312,500
shares of common stock, par value $2.50 per share, of
AmeriServ Financial, Inc.

Agreement, dated February 1, 2004, between AmeriServ
Financial, Inc. and Allan R. Dennison, as amended on

January 24, 2008

Agreement, dated May 24, 2002, between AmeriServ Financial,
Inc. and Dan L. Hummel

Subsidiaries of the Registrant.
Consent of Independent Registered Public Accounting Firm

Certification pursuant to Rule 13a-14(a)/15d-14(a), as adopted
pursuant to section 302 of the Sarbanes-Oxley Act of 2002.

Certification pursuant to Rule 13a-14(a)/15d-14(a), as adopted
pursuant to section 302 of the Sarbanes-Oxley Act of 2002.

Certification pursuant to 18 U.S.C. section 1350, as adopted
pursuant to section 906 of the Sarbanes-Oxley Act of 2002.

Certification pursuant to 18 U.S.C. section 1350, as adopted
pursuant to section 906 of the Sarbanes-Oxley Act of 2002.
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PRIOR FILING OR EXHIBIT
PAGE NUMBER HEREIN
Exhibit 3.1 to 2004 Form 10-K
Filed on March 10, 2005
Exhibit 3.2 to January 26, 2005
Form 8-K Filed on January 26,
2005

Exhibit 3.1 to Form 8-K Filed
December 22, 2008

Exhibit 4.1 to Form 8-K Filed
December 22, 2008

Exhibit 10.7 to 2007 Form 10-K
Filed March 6, 2008

Exhibit 10.8 to 2004 Form 10-K
Filed March 10, 2005

Below

Below

Below

Below

Below

Below
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caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 19, 2009

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the

SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly

AmeriServ Financial, Inc.
(Registrant)

By: /s/ Allan R. Dennison

Allan R. Dennison
President & CEO

following persons on behalf of the registrant and in the capacities indicated on February 19, 2009:

/s/ Craig G. Ford
Craig G. Ford
/s/ Allan R. Dennison
Allan R. Dennison
/s/ J. Michael Adams, Jr.
J. Michael Adams, Jr.
/s/ Edward J. Cernic, Sr.
Edward J. Cernic, Sr.
/s/ Daniel R. DeVos
Daniel R. DeVos
/s/ James C. Dewar
James C. Dewar
/s/ Bruce E. Duke, 111

Bruce E. Duke, III, M.D.

/s/ James M. Edwards, Sr.

James M. Edwards, Sr.

/s/ Kim W. Kunkle

Chairman
Director

President, CEO &

Director

Director

Director

Director

Director

Director

Director

Director

/s/ Jeffrey A. Stopko
Jeffrey A. Stopko
/s/ Margaret A. O Malley

Margaret A. O Malley

/s/ Very Rev. Christian R. Oravec

Very Rev. Christian R. Oravec
/s/ Mark E. Pasquerilla
Mark E. Pasquerilla
/s/ Howard M. Picking, III
Howard M. Picking, III
/s/ Sara A. Sargent
Sara A. Sargent
/s/ Thomas C. Slater
Thomas C. Slater

/s/ Nedret Vidinli

SVP & CFO

Director

Director

Director

Director

Director

Director

Director
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Kim W. Kunkle Nedret Vidinli

/s/ Robert L. Wise Director

Robert L. Wise
74

133



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

AMERISERY FINANCIAL
BANK OFFICE LOCATIONS

*

*

*

*

*

*

*

Main Office Downtown
216 Franklin Street
PO Box 520
Johnstown, PA 15907-0520
1-800-837-BANK (2265)
* Westmont Office
110 Plaza Drive
Johnstown, PA 15905-1211
* University Heights Office
1404 Eisenhower Boulevard
Johnstown, PA 15904-3218
Eighth Ward Office
1059 Franklin Street
Johnstown, PA 15905-4303
West End Office
163 Fairfield Avenue
Johnstown, PA 15906-2347
Carrolltown Office
101 South Main Street
Carrolltown, PA 15722-0507
Northern Cambria Office
4206 Crawford Avenue Suite 1
Northern Cambria, PA 15714-1342
* Lovell Park Office
179 Lovell Avenue
Ebensburg, PA 15931-0418
Nanty Glo Office
1383 Shoemaker Street
Nanty Glo, PA 15943-1254
* Galleria Mall Office
500 Galleria Drive Suite 100
Johnstown, PA 15904-8911
Seward Office
1 Roadway Plaza
6858 Route 711 Suite One
Seward, PA 15954-9501
Windber Office
1501 Somerset Avenue
Windber, PA 15963-1745
Central City Office
104 Sunshine Avenue
Central City, PA 15926-1129
Somerset Office
108 W. Main Street
Somerset, PA 15501-2035

AMERISERYV FINANCIAL, INC.

REMOTE ATM
BANKING LOCATIONS
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* Derry Office
112 South Chestnut Street
Derry, PA 15627-1938
* South Atherton Office
734 South Atherton Street
State College, PA 16801-4628
* Pittsburgh Office
60 Boulevard of the Allies
Suite 100
Pittsburgh, PA 15222-1232
* Benner Pike Office
763 Benner Pike
State College, PA 16801-7313
* = 24-Hour ATM Banking
Available
= Seven Day a Week Banking
Available
East Hills Drive-up,
1213 Scalp Avenue, Johnstown
Main Office, 216 Franklin Street,
Johnstown
The Galleria, Johnstown
Goga s Service Station, Cairnbrook
AMERISERYV RESIDENTIAL
LENDING LOCATIONS
Main Office Downtown
216 Franklin Street
PO Box 520
Johnstown, PA 15907-0520
Altoona Office
87 Logan Boulevard
Altoona, PA 16602-3123
Mt. Nittany Mortgage Company
2300 South Atherton Street
State College, PA 16801-7613
Pittsburgh Loan Center
300 Penn Center Boulevard
Suite 613
Pittsburgh, PA 15235-5507
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SHAREHOLDER INFORMATION
SECURITIES MARKETS
AmeriServ Financial, Inc. Common Stock is publicly traded and quoted on the NASDAQ National Market System.
The common stock is traded under the symbol of ASRV. The listed market makers for the stock are:
Citigroup SmithBarney
969 Eisenhower Boulevard
Oak Ridge East
Johnstown, PA 15904
Telephone: (814) 266-7900
Stifel Nicolaus
18 Columbia Turnpike
Florham Park, NJ 07932-2290
Telephone: (973) 549-4217
UBS Financial Services, Inc.
1407 Eisenhower Boulevard
Johnstown, PA 15904
Telephone: (814) 269-9211
Keefe Bruyette & Woods, Inc.
787 Seventh Avenue
Equitable Bldg 4th Floor
New York, NY 10019
Telephone: (800) 966-1559
Knight Capital Group, Inc.
545 Washington Boulevard
Jersey City, NJ 07310
Telephone: (800) 544-7508
Janney Montgomery Scott, LLC
1801 Market Street, 8th Floor
Philadelphia, PA 19103-1675
Telephone: (215) 665-6000
Sandler O Neill & Partners, L.P.
919 Third Avenue
6th Floor
New York, NY 10022
Telephone: (800) 635-6860

CORPORATE OFFICES
The corporate offices of AmeriServ Financial, Inc. are located at 216 Franklin Street, Johnstown, PA 15901.
Mailing address:
P.O. Box 430
Johnstown, PA 15907-0430
(814) 533-5300
AGENTS

The transfer agent and registrar for AmeriServ Financial, Inc. s common stock is:
Computershare Investor Services
P O Box 43078
Providence, RI 02940-3078
Shareholder Inquiries: 1-800-730-4001
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Internet Address: http://www.Computershare.com
INFORMATION

Analysts, investors, shareholders, and others seeking financial data about AmeriServ Financial, Inc. or any of its
subsidiaries annual and quarterly reports, proxy statements, 10-K, 10-Q, 8-K, and call reports are asked to contact
Jeffrey A. Stopko, Senior Vice President & Chief Financial Officer at (814) 533-5310 or by e-mail at
IStopko@ AMERISERVFINANCIAL.com. The Company also maintains a website (www.AmeriServFinancial.com)
that makes available, free of charge, such reports and proxy statements and other current financial information, such as
press releases and SEC documents, as well as the corporate governance documents under the Investor Relations tab on
the Company s website.

76
rms of the embedded index, a structured note may provide that the principal and/or interest payments may be adjusted

below zero. Structured notes also may involve significant credit risk and risk of default by the counterparty. Although
structured notes are not necessarily illiquid, Nuveen Fund Advisors believes that
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currently most structured notes are illiquid. Like other sophisticated strategies, the Fund s use of structured notes may not work as intended. If the
value of the embedded index changes in a manner other than that expected by Symphony, principal and/or interest payments received on the
structured notes may be substantially less than expected. Also, if Symphony uses structured notes to reduce the duration of the Fund s portfolio,
this may limit the Fund s return when having a longer duration of the Fund s portfolio, this may limit the Fund s return when having a longer
duration would be beneficial (for instance, when interest rates decline).

Below Investment Grade Securities. Investments in below investment grade securities generally provide greater income and increased
opportunity for capital appreciation than investments in higher quality securities, but they also typically entail greater price volatility and
principal and income risk, including the possibility of issuer default and bankruptcy. Issuers of below investment grade securities may be highly
leveraged and may not have available to them more traditional methods of financing. Securities in the lowest investment grade category also
may be considered to possess some speculative characteristics by certain rating agencies. In addition, analysis of the creditworthiness of issuers
of below investment grade securities may be more complex than for issuers of higher quality securities. Below investment grade securities may
be more susceptible to real or perceived adverse economic and competitive industry conditions than investment grade securities. A projection of
an economic downturn or of a period of rising interest rates, for example, could cause a decline in lower-grade security prices because the advent
of a recession could lessen the ability of an issuer to make principal and interest payments on its debt obligations. If an issuer of below
investment grade securities defaults, in addition to risking payment of all or a portion of interest and principal, the Fund may incur additional
expenses to seek recovery. In the case of below investment grade securities structured as zero coupon or payment-in-kind securities, their market
prices will normally be affected to a greater extent by interest rate changes, and therefore tend to be more volatile than securities which pay
interest currently and in cash. Symphony seeks to reduce these risks through diversification, credit analysis and attention to current
developments and trends in both the economy and financial markets.

The secondary market for below investment grade securities may not be as liquid as the secondary market for more highly rated securities, a
factor which may have an adverse effect on the Fund s ability to dispose of a particular security. There are fewer dealers in the market for below
investment grade securities than for investment grade obligations. The prices quoted by different dealers may vary significantly and the spread
between the bid and ask price is generally much larger than for higher quality instruments. Under adverse market or economic conditions, the
secondary market for below investment grade securities could contract further, independent of any specific adverse changes in the condition of a
particular issuer, and these instruments may become illiquid. As a result, the Fund could find it more difficult to sell these securities or may be
able to sell the securities only at prices lower than if such securities were widely traded. Prices realized upon the sale of such lower rated or
unrated securities, under these circumstances, may be less than the prices used in calculating the Fund s net asset value.

Adverse publicity and investor perceptions, whether or not based on fundamental analysis, may decrease the values and liquidity of below
investment grade securities, especially in a thinly traded market. When secondary markets for below investment grade securities are less liquid
than the market for investment grade securities, it may be more difficult to value the securities because such valuation may require more
research, and elements of judgment may play a greater role in the valuation because there is less reliable, objective data available. During
periods of thin trading in these markets, the spread between bid and asked prices is likely to increase significantly and the Fund may have greater
difficulty selling its portfolio securities. The Fund will be more dependent on Symphony s research and analysis when investing in below
investment grade securities. Symphony seeks to minimize the risks of investing in all securities through in-depth credit analysis and attention to
current developments in interest rates and market conditions.

A general description of the ratings of securities by Moody s, S&P and Fitch is set forth in Appendix B to this Statement of Additional
Information. The ratings of Moody s, S&P and Fitch represent their opinions as to the quality of the securities they rate. It should be emphasized,
however, that ratings are general and are not
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absolute standards of quality. Consequently, in the case of debt obligations, certain debt obligations with the same maturity, coupon and rating
may have different yields while debt obligations with the same maturity and coupon with different ratings may have the same yield. For these
reasons, the use of credit ratings as the sole method of evaluating lower-grade securities can involve certain risks. For example, credit ratings
evaluate the safety of principal and interest payments, not the market value risk of lower-grade securities. Also, credit rating agencies may fail to
change credit ratings in a timely fashion to reflect events since the security was last rated.

The Sub-Adviser does not rely solely on credit ratings when selecting securities for the Fund, and develops its own independent analysis of
issuer credit quality.

The Fund s credit quality policies apply only at the time a security is purchased, and the Fund is not required to dispose of a security in the event
that a rating agency or Symphony downgrades its assessment of the credit characteristics of a particular issue. In determining whether to retain
or sell such a security, Symphony may consider such factors as its assessment of the credit quality of the issuer of such security, the price at
which such security could be sold and the rating, if any, assigned to such security by other rating agencies. However, analysis of the
creditworthiness of issuers of below investment grade securities may be more complex than for issuers of higher quality debt securities.

Convertible Securities. Convertible securities are bonds, debentures, notes, preferred securities or other securities that may be converted or
exchanged (by the holder or the issuer) into shares of the underlying common stock (or cash or securities of equivalent value) at a stated
exchange ratio or predetermined price ( conversion price ). Convertible securities have general characteristics similar to both debt securities and
common stocks. The interest paid on convertible securities may be fixed or floating rate. Floating rate convertible securities may specify an
interest rate or rates that are conditioned upon changes to the market price of the underlying common stock. Convertible securities also may be
issued in zero coupon form with an original issue discount. See Other Investment Policies and Techniques Zero Coupon and Payment-In-Kind
Securities. Although to a lesser extent than with debt securities, the market value of convertible securities tends to decline as interest rates
increase and, conversely, tends to increase as interest rates decline. In addition, because of the conversion feature, the market value of
convertible securities tends to vary with fluctuations in the market value of the underlying common stocks and, therefore, will also react to
variations in the general market for common stocks. Depending upon the relationship of the conversion price to the market value of the
underlying common stock, a convertible security may trade more like a common stock than a debt instrument. A convertible security generally
entitles the holder to receive interest paid or accrued until the convertible security matures or is redeemed, converted or exchanged. Convertible
securities rank senior to common stock in a corporation s capital structure and, therefore, generally entail less risk than the corporation s common
stock, although the extent to which such risk is reduced depends in large measure upon the degree to which the convertible security sells above
its value as a debt obligation. Before conversion, convertible securities have characteristics similar to non-convertible debt obligations and can
provide for a stable stream of income with generally higher yields than common stocks. However, convertible securities fall below debt
obligations of the same issuer in order of preference or priority in the event of a liquidation, and are typically unrated or rated lower than such
debt obligations. In addition, contingent payment convertible securities allow the issuer to claim deductions based on its nonconvertible cost of
debt which generally will result in deductions in excess of the actual cash payments made on the securities (and accordingly, holders will
recognize income in amounts in excess of the cash payments received). There can be no assurance of current income because the issuers of the
convertible securities may default on their obligations. The convertible securities in which the Fund may invest may be below investment grade
quality.

Convertible securities generally offer lower interest or dividend yields than non-convertible securities of similar credit quality because of the
potential for capital appreciation. A convertible security, in addition to providing current income, offers the potential for capital appreciation
through the conversion feature, which enables the holder to benefit from any increases in the market price of the underlying common stock. The
common stock underlying convertible securities may be issued by a different entity than the issuer of the convertible securities.
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The value of convertible securities is influenced by both the yield of non-convertible securities of comparable issuers and by the value of the
underlying common stock. The value of a convertible security viewed without regard to its conversion feature (i.e., strictly on the basis of its
yield) is sometimes referred to as its investment value. The investment value of the convertible security typically will fluctuate based on the
credit quality of the issuer and will fluctuate inversely with changes in prevailing interest rates. However, at the same time, the convertible
security will be influenced by its conversion value, which is the market value of the underlying common stock that would be obtained if the
convertible security were converted. Conversion value fluctuates directly with the price of the underlying common stock, and will therefore be
subject to risks relating to the activities of the issuer and/or general market and economic conditions. Depending upon the relationship of the
conversion price to the market value of the underlying security, a convertible security may trade more like an equity security than a debt
instrument.

If, because of a low price of the common stock, the conversion value is substantially below the investment value of the convertible security, the
price of the convertible security is governed principally by its investment value. If the conversion value of a convertible security increases to a
point that approximates or exceeds its investment value, the value of the security will be principally influenced by its conversion value. A
convertible security will sell at a premium over its conversion value to the extent investors place value on the right to acquire the underlying
common stock while holding a fixed-income security.

Mandatory convertible securities are distinguished as a subset of convertible securities because the conversion is not optional and the conversion
price at maturity (or redemption) is based solely upon the market price of the underlying common stock, which may be significantly less than par
or the price (above or below par) paid. Mandatory convertible securities may be called for conversion by the issuer after a particular date and
under certain circumstances (including at specified price) established upon its issuance. For these reasons, the risks associated with the investing
in mandatory convertible securities most closely resemble the risks inherent in common stocks. Mandatory convertible securities customarily
pay a higher coupon yield to compensate for the potential risk of additional price volatility and loss upon redemption. Since the correlation of
common stock risk increases as the security approaches its redemption date, there can be no assurance that the higher coupon will compensate
for the potential loss. If a mandatory convertible security is called for conversion, the Fund will be required to either convert it into the
underlying common stock or sell it to a third party, which may have an adverse effect on the Fund s ability to achieve its investment objective.
Convertible securities generally offer lower interest or dividend yields than non-convertible fixed-income securities of similar credit quality
because of the potential for capital appreciation. The market values of convertible securities tend to decline as interest rates increase and,
conversely, to increase as interest rates decline. However, a convertible security s market value also tends to reflect the market price of the
common stock of the issuing company, particularly when the stock price is greater than the convertible security s conversion price. The
conversion price is defined as the predetermined price or exchange ratio at which the convertible security can be converted or exchanged for the
underlying common stock. As the market price of the underlying common stock declines below the conversion price, the price of the convertible
security tends to be increasingly influenced more by the yield of the convertible security than by the market price of the underlying common
stock.

U.S. Government Securities. U.S. Government securities include (1) U.S. Treasury obligations, which differ in their interest rates, maturities and
times of issuance: U.S. Treasury bills (maturities of one year or less), U.S. Treasury notes (maturities of one year to ten years) and U.S. Treasury
bonds (generally maturities of greater than ten years) and (2) obligations issued or guaranteed by U.S. Government agencies and
instrumentalities that are supported by any of the following: (i) the full faith and credit of the U.S. Treasury, (ii) the right of the issuer to borrow
an amount limited to a specific line of credit from the U.S. Treasury, (iii) discretionary authority of the U.S. Government to purchase certain
obligations of the U.S. Government agency or instrumentality or (iv) the credit of the agency or instrumentality. The Fund also may invest in any
other security or agreement collateralized or otherwise secured by U.S. Government securities. Agencies and instrumentalities of the

U.S. Government include but are not limited to: Federal Land Banks, Federal Financing Banks, Banks for Cooperatives, Federal Intermediate
Credit Banks, Farm Credit Banks, Federal Home Loan Banks, FHLMC,
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FNMA, GNMA, Student Loan Marketing Association, United States Postal Service, Small Business Administration, Tennessee Valley
Authority and any other enterprise established or sponsored by the U.S. Government. Because the U.S. Government generally is not obligated to
provide support to its instrumentalities, the Fund invests in obligations issued by these instrumentalities only if Symphony determines that the
credit risk with respect to such obligations is minimal.

The principal of and/or interest on certain U.S. Government securities which may be purchased by the Fund could be (i) payable in non-U.S.
currencies rather than U.S. dollars or (b) increased or diminished as a result of changes in the value of the U.S. dollar relative to the value of
non-U.S. currencies. The value of such portfolio securities may be affected favorably by changes in the exchange rate between foreign
currencies and the U.S. dollar. Mortgage-Related and Asset-Backed Securities. Mortgage-related securities are debt instruments that provide
periodic payments consisting of interest and/or principal that are derived from or related to payments of interest and/or principal on underlying
mortgages. Additional payments on mortgage-related securities may be made out of unscheduled prepayments of principal resulting from the
sale of the underlying property, or from refinancing or foreclosure, net of fees or costs that may be incurred. The mortgage-related securities in
which the Fund invests will typically pay variable rates of interest, although the Fund may invest in fixed-rate obligations as well.

The Fund may invest in certain asset-backed securities as discussed below. Asset-backed securities are payment claims that are securitized in the
form of negotiable paper that is issued by a financing company (generally called a Special Purpose Vehicle or SPV ). These securitized payment
claims are, as a rule, corporate financial assets brought into a pool according to specific diversification rules. The SPV is a company founded
solely for the purpose of securitizing these claims and its only asset is the risk arising out of this diversified asset pool. On this basis, marketable
securities are issued which, due to the diversification of the underlying risk, generally represent a lower level of risk than the original assets. The
redemption of the securities issued by the SPV takes place at maturity out of the cash flow generated by the collected claims.

A collateralized loan obligation ( CLO ) is a structured credit security issued by an SPV that was created to reapportion the risk and return
characteristics of a pool of assets. The assets, typically Senior Loans, are used as collateral supporting the various debt tranches issued by the
SPV. The key feature of the CLO structure is the prioritization of the cash flows from a pool of debt securities among the several classes of CLO
holders, thereby creating a series of obligations with varying rates and maturities appealing to a wide range of investors. CLOs generally are
secured by an assignment to a trustee under an indenture pursuant to which the bonds are issued of collateral consisting of a pool of debt
instruments, usually, non-investment grade bank loans. Payments with respect to the underlying debt securities generally are made to the trustee
under the indenture. CLOs are designed to be retired as the underlying debt instruments are repaid. In the event of sufficient early prepayments
on such debt instruments, the class or series of CLO first to mature generally will be retired prior to maturity. Therefore, although in most cases
the issuer of CLOs will not supply additional collateral in the event of such prepayments, there will be sufficient collateral to secure their priority
with respect to other CLO tranches that remain outstanding. The credit quality of these securities depends primarily upon the quality of the
underlying assets, their priority with respect to other CLO tranches and the level of credit support and/or enhancement provided.

The underlying assets (e.g., loans) are subject to prepayments which shorten the securities weighted average maturity and may lower their return.
If the credit support or enhancement is exhausted, losses or delays in payment may result if the required payments of principal and interest are

not made. The value of these securities also may change because of changes in the market s perception of the creditworthiness of the servicing
agent for the pool, the originator of the pool, or the financial institution or fund providing the credit support or enhancement.

The Fund also may invest in collateralized debt obligations ( CDOs ). A CDO is a structured credit security issued by an SPV that was created to
reapportion the risk and return characteristics of a pool of assets. The assets, typically non-investment grade bonds, leveraged loans, and other
asset-backed obligations, are used as collateral supporting the various debt and equity tranches issued by the SPV. CDOs operate similarly to
CLOs and are subject to the same inherent risks.
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Generally, rising interest rates tend to extend the duration of fixed-rate mortgage-related securities, making them more sensitive to changes in
interest rates. As a result, in a period of rising interest rates, mortgage-related securities held by the Fund may exhibit additional volatility. This
is known as extension risk. Symphony expects that the Fund will focus its mortgage-related investments principally in adjustable rate
mortgage-related and other asset-backed securities, which should minimize the Fund s overall sensitivity to interest rate volatility and extension
risk. However, because interest rates on most adjustable rate mortgage-related and other asset-backed securities typically only reset periodically
(e.g., monthly or quarterly), changes in prevailing interest rates (and particularly sudden and significant changes) can be expected to cause some
fluctuation in the market value of these securities, including declines in market value as interest rates rise. In addition, adjustable and fixed rate
mortgage-related securities are subject to prepayment risk. This can reduce the Fund s returns because the Fund may have to reinvest that money
at lower prevailing interest rates. Below investment grade securities frequently have call features that allow an issuer to redeem a security at
dates prior to its stated maturity at a specified price (typically greater than par) only if certain prescribed conditions are met (commonly referred
to as call protection). An issuer may redeem a lower grade security if, for example, the issuer can refinance the debt at a lower cost due to
declining interest rates or an improvement in the credit standing of the issuer. Adjustable Rate Loans typically have no such call protection. For
premium bonds (bonds acquired at prices that exceed their par or principal value) purchased by the Fund, prepayment risk may be increased. The
Fund s investments in other asset-backed securities are subject to risks similar to those associated with mortgage-related securities, as well as
additional risks associated with the nature of the assets and the servicing of those assets.

Debtor-In-Possession Financings. The Fund may invest in debtor-in-possession financings (commonly called DIP financings ). DIP financings
are arranged when an entity seeks the protections of the bankruptcy court under chapter 11 of the U.S. Bankruptcy Code. These financings allow
the entity to continue its business operations while reorganizing under chapter 11. Such financings are senior liens on unencumbered security
(i.e., security not subject to other creditors claims). There is a risk that the entity will not emerge from chapter 11 and be forced to liquidate its
assets under chapter 7 of the Bankruptcy Code. In such event, the Fund s only recourse will be against the property securing the DIP financing.

Commercial Paper. Commercial paper represents short-term unsecured promissory notes issued in bearer form by corporations such as banks or
bank holding companies and finance companies. The rate of return on commercial paper may be linked or indexed to the level of exchange rates
between the U.S. dollar and a foreign currency or currencies.

Warrants and Equity Securities. Investments in warrants and equity securities entail certain risks in addition to those associated with investments
in Adjustable Rate Loans or other debt instruments. The value of warrants and equity securities may be affected more rapidly, and to a greater
extent, by company-specific developments and general market conditions. These risks may increase fluctuations in the Fund s net asset value.
The Fund may possess material non-public information about an issuer as a result of its ownership of an Adjustable Rate Loan or other debt
instrument of such issuer. Because of prohibitions on trading in securities of issuers while in possession of such information the Fund might be
unable to enter into a transaction in a security of such an issuer when it would otherwise be advantageous to do so.

Common Stocks. The Fund may acquire common stocks and other equity securities. Common stocks generally represent an ownership interest in
an issuer, without preference over any other class of securities, including such issuer s fixed income securities and senior equity securities.
Dividend payments generally are not guaranteed and so may be discontinued by the issuer at its discretion or because of the issuer s inability to
satisty its liabilities. Further, an issuer s history of paying dividends does not guarantee that it will continue to pay dividends in the future. In
addition to dividends, under certain circumstances the Fund may benefit from capital appreciation of an issuer s common stock.
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OTHER INVESTMENT POLICIES AND TECHNIQUES
Repurchase Agreements

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

Sovereign Debt Securities

The Fund may invest in debt securities and other instruments that are issued by, or that are related to, government, government-related and
supranational issuers, including those located, or conducting their business, in emerging markets countries.

The ability of a non-U.S. sovereign issuer, especially in an emerging market country, to make timely and ultimate payments on its debt
obligations will be strongly influenced by the sovereign issuer s balance of payments, including export performance, its access to international
credits and investments, fluctuations of interest rate and the extent of its foreign reserves. A country whose exports are concentrated in a few
commodities or whose economy depends on certain strategic imports could be vulnerable to fluctuations in international prices of these
commodities or imports. To the extent that a country receives payment for its export in currencies other than dollars, its ability to make debt
payments denominated in dollars could be adversely affected. If a sovereign issuer cannot generate sufficient earnings from foreign trade to
service its external debt, it may need to depend on continuing loans and aid from foreign governments, commercial banks and multinational
organizations. There may be no bankruptcy proceedings similar to those in the U.S. by which defaulted interest may be collected.

Additional factors that may influence the ability or willingness to service debt include, but are not limited to, a country s cash flow situation, the
availability or sufficient foreign exchange on the date a payment is due, the relative size of its debt service burden to the economy as a whole,
and its government s policy towards the International Monetary Fund, the International Bank for Reconstruction and Development and other
international agencies to which a government debtor may be subject. The Fund may invest in debt securities issued by issuers located, or
conducting their business in, emerging market countries, and investments in such debt securities are particularly speculative. Heightened risks of
investing in emerging markets sovereign debt include:

Risk of default by a governmental issuer or guarantor. In the event of a default, the Fund may have limited legal recourse against the
issuer and/or guarantor.

Risk of restructuring certain debt obligations. This may include reducing and rescheduling interest and principal payments or
requiring lenders to extend additional credit, which may adversely affect the value of these investments.
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In addition, risks of investing in emerging markets securities include: smaller market capitalization of securities markets, which may suffer
periods of relative illiquidity, significant price volatility, restrictions on foreign investment, and possible repatriation of investment income and
capital. In addition, foreign investors may be required to register the proceeds of sales, future economic or political crises could lead to price
controls, forced mergers, expropriation or confiscatory taxation, seizure, nationalization, or creation of government monopolies. The currencies
of emerging market countries may experience significant declines against the U.S. dollar, and devaluation may occur subsequent to investments
in these currencies by the Fund. Inflation and rapid fluctuations in inflation rates have had, and may continue to have, negative effects on the
economies and securities markets of certain emerging markets countries.

Securities Issued by Non-U.S. Issuers

The Fund may invest up to 20% of its Managed Assets in securities of non-U.S. issuers that are U.S. dollar or non-U.S. dollar denominated. The
Fund may invest in any region of the world and invest in companies operating in developed countries such as Canada, Japan, Australia, New
Zealand and most Western European countries. As used in this Statement of Additional Information, an emerging market country is any country
determined to have an emerging markets economy, considering, among other things, factors such as whether the country has a low-to-middle
income economy according to the World Bank or its related organizations, the country s credit rating, its political and economic stability and the
development of its financial and capital markets. These countries generally include countries located in Latin America, the Caribbean, Asia,
Africa, the Middle East and Eastern and Central Europe. Securities of non-U.S. issuers include ADRs, Global Depositary Receipts (GDRs) or
other securities representing underlying shares of non-U.S. issuers. Positions in those securities are not necessarily denominated in the same
currency as the common stocks into which they may be converted. ADRs are receipts typically issued by an American bank or trust company
evidencing ownership of the underlying securities. GDRs are U.S. dollar- denominated receipts evidencing ownership of non-U.S. securities.
Generally, ADRs, in registered form, are designed for the U.S. securities markets and GDRs, in bearer form, are designed for use in non-U.S.
securities markets. The Fund may invest in sponsored or unsponsored ADRs. In the case of an unsponsored ADR, the Fund is likely to bear its
proportionate share of the expenses of the depository and it may have greater difficulty in receiving shareholder communications than it would
have with a sponsored ADR.

Investors should understand and consider carefully the risks involved in investing in securities of non-U.S. issuers. Investing in securities of
non-U.S. issuers involves certain considerations comprising both risks and opportunities not typically associated with investing in securities of
U.S. issuers. These considerations include: (i) less publicly available information about non-U.S. issuers or markets due to less rigorous
disclosure or accounting standards or regulatory practices; (ii) many non-U.S. markets are smaller, less liquid and more volatile, meaning that, in
a changing market, Symphony may not be able to sell the Fund s portfolio securities at times, in amounts or at prices it considers reasonable;
(iii) potential adverse effects of fluctuations in currency exchange rates or controls on the value of the Fund s investments; (iv) the economies of
non-U.S. countries may grow at slower rates than expected or may experience a downturn or recession; (v) the impact of economic, political,
social or diplomatic developments may adversely affect the securities markets; (vi) withholding and other non-U.S. taxes may decrease the

Fund s return; (vii) certain non-U.S. countries may impose restrictions on the ability of non-U.S. issuers to make payments of principal and/or
interest to investors located outside the U.S. due to blockage of foreign currency exchanges or otherwise; and (viii) possible seizure,
expropriation or nationalization of the company or its assets. These risks are more pronounced to the extent that the Fund invests a significant
amount of its investments in issuers located in one region and to the extent that the Fund invests in securities of issuers in emerging markets.
Although the Fund may hedge its exposure to certain of these risks, including the foreign currency exchange rate risk, there can be no assurance
that the Fund will enter into hedging transactions at any time or at times or under circumstances in which it might be advisable to do so.
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Debt Obligations of Non-U.S. Governments. An investment in debt obligations of non-U.S. governments and their political subdivisions
(sovereign debt) involves special risks that are not present in corporate debt obligations. The non-U.S. issuer of the sovereign debt or the
non-U.S. governmental authorities that control the repayment of the debt may be unable or unwilling to repay principal or interest when due, and
the Fund may have limited recourse in the event of a default. During periods of economic uncertainty, the market prices of sovereign debt may
be more volatile than prices of debt obligations of U.S. issuers. In the past, certain non-U.S. countries have encountered difficulties in servicing
their debt obligations, withheld payments of principal and interest and declared moratoria on the payment of principal and interest on their
sovereign debt.

A sovereign debtor s willingness or ability to repay principal and pay interest in a timely manner may be affected by, among other factors, its
cash flow situation, the extent of its non-U.S. currency reserves, the availability of sufficient non-U.S. currency, the relative size of the debt
service burden, the sovereign debtor s policy toward its principal international lenders and local political constraints. Sovereign debtors may also
be dependent on expected disbursements from non-U.S. governments, multilateral agencies and other entities to reduce principal and interest
arrearages on their debt. The failure of a sovereign debtor to implement economic reforms, achieve specified levels of economic performance or
repay principal or interest when due may result in the cancellation of third-party commitments to lend funds to the sovereign debtor, which may
further impair such debtor s ability or willingness to service its debts.

Eurodollar Instruments and Yankee Bonds. The Fund may invest in Eurodollar instruments and Yankee bonds. Yankee bonds are U.S. dollar
denominated bonds typically issued in the U.S. by non-U.S. governments and their agencies and non-U.S. banks and corporations. These
investments involve risks that are different from investments in securities issued by U.S. issuers, including potential unfavorable political and
economic developments, non-U.S. withholding or other taxes, seizure of non-U.S. deposits, currency controls, interest limitations or other
governmental restrictions which might affect payment of principal or interest.

Zero Coupon and Payment-In-Kind Securities

The Fund s investments in debt securities may be in the form of a zero coupon bond. Zero coupon bonds are debt obligations that do not entitle
the holder to any periodic payments of interest for the entire life of the obligation. When held to its maturity, its return comes from the difference
between the purchase price and its maturity value. Payment-in-kind securities ( PIKs ) pay dividends or interest in the form of additional
securities of the issuer, rather than in cash. Each of these instruments is typically issued and traded at a deep discount from its face amount. The
amount of the discount varies depending on such factors as the time remaining until maturity of the securities, prevailing interest rates, the
liquidity of the security and the perceived credit quality of the issuer. The market prices of zero coupon bonds and PIKs generally are more
volatile than the market prices of debt instruments that pay interest currently and in cash and are likely to respond to changes in interest rates to a
greater degree than do other types of securities having similar maturities and credit quality. In order to qualify for treatment as a regulated
investment company under the Internal Revenue Code, the Fund must distribute for each year at least 90% of its net investment income,
including the original issue discount accrued on zero coupon bonds and PIKs. Because the Fund will not on a current basis receive cash
payments from the issuer of these securities in respect of any accrued original issue discount, in some years the Fund may have to distribute cash
obtained from selling portfolio holdings of the Fund in order to avoid unfavorable tax consequences. In some circumstances, such sales might be
necessary in order to satisfy cash distribution requirements even though investment considerations might otherwise make it undesirable for the
Fund to sell securities at such time. Under many market conditions, investments in zero coupon bonds and PIKs may be illiquid, making it
difficult for the Fund to dispose of them or determine their current value.

When-Issued and Delayed Delivery Transactions

The Fund may buy and sell securities on a when-issued or delayed delivery basis, making payment or taking delivery at a later date, normally
within 15-45 days of the trade date. On such transactions the payment obligation
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and the interest rate are fixed at the time the buyer enters into the commitment. Beginning on the date the Fund enters into a commitment to
purchase securities on a when-issued or delayed delivery basis, the Fund is required under rules of the Commission to maintain in a separate
account liquid assets, consisting of cash, cash equivalents or liquid securities having a market value at all times of at least equal to the amount of
any delayed payment commitment. The Fund may enter into contracts to purchase securities on a forward basis (i.e., where settlement will occur
more than 60 days from the date of the transaction) only to the extent that the Fund specifically collateralizes such obligations with a security
that is expected to be called or mature within sixty days before or after the settlement date of the forward transaction. The commitment to
purchase securities on a when-issued, delayed delivery or forward basis may involve an element of risk because no interest accrues on the bonds
prior to settlement and at the time of delivery the market value may be less than their cost.

Illiquid Securities

The Fund may invest up to 50% of its Managed Assets in securities and other instruments that, at the time of investment, are illiquid (i.e.,
securities that are not readily marketable). For this purpose, illiquid securities may include, but are not limited to, restricted securities (securities
the disposition of which is restricted under the federal securities laws), securities that may only be resold pursuant to Rule 144A under the 1933
Act, that are deemed to be illiquid, and certain repurchase agreements. The privately negotiated subordinated loans to middle-market companies
in which the Fund may invest are likely to be illiquid. The Board of Trustees or its delegate has the ultimate authority to determine which
securities are liquid or illiquid for purposes of this limitation. The Board of Trustees has delegated to Symphony the day-to-day determination of
the illiquidity of any security held by the Fund, although it has retained oversight and ultimate responsibility for such determinations. No
definitive liquidity criteria are used. The Board of Trustees has directed Symphony when making liquidity determinations to look for such
factors as (i) the nature of the market for a security (including the institutional private resale market; the frequency of trades and quotes for the
security; the number of dealers willing to purchase or sell the security; the amount of time normally needed to dispose of the security; and the
method of soliciting offers and the mechanics of transfer), (ii) the terms of certain securities or other instruments allowing for the disposition to a
third party or the Issuer thereof (e.g., certain repurchase obligations and demand instruments), and (iii) other relevant factors.

Restricted securities may be sold only in privately negotiated transactions or in a public offering with respect to which a registration statement is
in effect under the 1933 Act. Where registration is required, the Fund may be obligated to pay all or part of the registration expenses and a
considerable period may elapse between the time of the decision to sell and the time the Fund may be permitted to sell a security under an
effective registration statement. If, during such a period, adverse market conditions were to develop, the Fund might obtain a less favorable price
than that which prevailed when it decided to sell. Illiquid securities will be priced at fair value as determined in good faith by the Board of
Trustees or its delegate. If, through the appreciation of illiquid securities or the depreciation of liquid securities, the Fund should be in a position
where more than 50% of the value of its Managed Assets is invested in illiquid securities, including restricted securities that are not readily
marketable, the Fund will take such steps as are deemed advisable, if any, to protect liquidity.

Short-Term/Long-Term Debt Securities; Temporary Defensive Position

During temporary defensive periods (e.g., times of adverse market, economic or political conditions), the Fund may invest up to 100% of its
Managed Assets in cash equivalents and investment grade debt securities, including obligations issued or guaranteed by the U.S. government, its
agencies and instrumentalities. In such a case, the Fund may not pursue or achieve its investment objective. These investments are defined to
include, without limitation, the following:

(1) U.S. government securities, including bills, notes and bonds differing as to maturity and rates of interest that are either issued or
guaranteed by the U.S. Treasury or by U.S. government agencies or instrumentalities. U.S. government agency securities include
securities issued by (a) the Federal
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Housing Administration, Farmers Home Administration, Export-Import Bank of the United States, Small Business Administration,
and the Government National Mortgage Association, whose securities are supported by the full faith and credit of the United States;
(b) the Federal Home Loan Banks, Federal Intermediate Credit Banks, and the Tennessee Valley Authority, whose securities are
supported by the right of the agency to borrow from the U.S. Treasury; (c) the Federal National Mortgage Association, whose
securities are supported by the discretionary authority of the U.S. government to purchase certain obligations of the agency or
instrumentality; and (d) the Student Loan Marketing Association, whose securities are supported only by its credit. While the U.S.
government provides financial support to such U.S. government-sponsored agencies or instrumentalities, no assurance can be given
that it always will do so since it is not so obligated by law. The U.S. government, its agencies, and instrumentalities do not guarantee
the market value of their securities. Consequently, the value of such securities may fluctuate.

(2) Certificates of Deposit issued against funds deposited in a bank or a savings and loan association. Such certificates are for a definite
period of time, earn a specified rate of return, and are normally negotiable. The issuer of a certificate of deposit agrees to pay the
amount deposited plus interest to the bearer of the certificate on the date specified thereon. Under current FDIC regulations, the
maximum insurance payable as to any one certificate of deposit is $100,000; therefore, certificates of deposit purchased by the Fund
may not be fully insured.

(3) Repurchase agreements, which involve purchases of debt securities. At the time the Fund purchases securities pursuant to a
repurchase agreement, it simultaneously agrees to resell and redeliver such securities to the seller, who also simultaneously agrees to
buy back the securities at a fixed price and time. This assures a predetermined yield for the Fund during its holding period, since the
resale price is always greater than the purchase price and reflects an agreed-upon market rate. Such actions afford an opportunity for
the Fund to invest temporarily available cash. For cash management purposes, the Fund may enter into repurchase agreements only
with respect to obligations of the U.S. government, its agencies or instrumentalities; certificates of deposit; or bankers acceptances in
which the Fund may invest. Repurchase agreements may be considered loans to the seller, collateralized by the underlying securities.
The risk to the Fund is limited to the ability of the seller to pay the agreed-upon sum on the repurchase date; in the event of default,
the repurchase agreement provides that the Fund is entitled to sell the underlying collateral. If the seller defaults under a repurchase
agreement when the value of the underlying collateral is less than the repurchase price, the Fund could incur a loss of both principal
and interest. The Adviser monitors the value of the collateral at the time the action is entered into and at all times during the term of
the repurchase agreement. The Adviser does so in an effort to determine that the value of the collateral always equals or exceeds the
agreed-upon repurchase price to be paid to the Fund. If the seller were to be subject to a federal bankruptcy proceeding, the ability of
the Fund to liquidate the collateral could be delayed or impaired because of certain provisions of the bankruptcy laws.

(4) Commercial paper, which consists of short-term unsecured promissory notes, including variable rate master demand notes issued by
corporations to finance their current operations. Master demand notes are direct lending arrangements between the Fund and a
corporation. There is no secondary market for such notes. However, they are redeemable by the Fund at any time. Symphony will
consider the financial condition of the corporation (e.g., earning power, cash flow, and other liquidity measures) and will
continuously monitor the corporation s ability to meet all of its financial obligations, because the Fund s liquidity might be impaired if
the corporation were unable to pay principal and interest on demand. Investments in commercial paper will be limited to commercial
paper rated in the highest categories by a NRSRO and which mature within one year of the date of purchase or carry a variable or
floating rate of interest.
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Other Investment Companies

The Fund may invest up to 10% of its Managed Assets in securities of other open- or closed-end investment companies that invest primarily in
securities of the types in which the Fund may invest directly. In addition, the Fund may invest a portion of its Managed Assets in pooled
investment vehicles (other than investment companies) that invest primarily in securities of the types in which the Fund may invest directly. The
Fund generally expects that it may invest in other investment companies and/or other pooled investment vehicles either during periods when it
has large amounts of uninvested cash, such as the period shortly after the Fund receives the proceeds of a large purchase of Common Shares,
preferred shares and/or Borrowings, or during periods when there is a shortage of attractive securities of the types in which the Fund may invest
in directly available in the market. The Fund may invest in investment companies that are advised by Nuveen Fund Advisors or its affiliates to
the extent permitted by applicable law and/or pursuant to exemptive relief from the SEC. As an investor in an investment company, the Fund

will bear its ratable share of that investment company s expenses, and would remain subject to payment of the Fund s advisory and administrative
fees with respect to assets so invested. Common Shareholders would therefore be subject to duplicative expenses to the extent the Fund invests

in other investment companies. Symphony will take expenses into account when evaluating the investment merits of an investment in the
investment company relative to available securities of the types in which the Fund may invest directly. In addition, the securities of other
investment companies also may be leveraged and therefore will be subject to the same leverage risks described herein. As described in the

section entitled Risk Factors in the Prospectus, the net asset value and market value of leveraged Common Shares will be more volatile and the
yield to Common Shareholders will tend to fluctuate more than the yield generated by unleveraged shares. The Fund will treat its investments in
such investment companies as investments in Adjustable Rate Loans for all purposes, such as for purposes of determining compliance with the
requirement set forth above that at least 70% of the Fund s Managed Assets be invested under normal market circumstances in Adjustable Rate
Loans. The Fund will consider the concentration of underlying investment companies when determining compliance with its own concentration
policy.

Preferred Securities

The Fund may invest up to 5% of its Managed Assets in preferred securities. Preferred securities, which generally pay fixed or adjustable rate
dividends or interest to investors, have preference over common stock in the payment of dividends or interest and the liquidation of a company s
assets, which means that a company typically must pay dividends or interest on its preferred securities before paying any dividends on its
common stock. On the other hand, preferred securities are junior to all forms of the company s debt, including both senior and subordinated debt.
Because of their subordinated position in the capital structure of an issuer, the ability to defer dividend or interest payments for extended periods
of time without triggering a default from legal action and certain other features, preferred securities are often treated as equity-like instruments

by both issuers and investors, as their quality and value are heavily dependent on the profitability and cash flows of the issuer rather than on any
legal claims to specific assets.

Contingent Capital Securities

The Fund may invest [up to 5% of its Managed Assets] in Contingent Capital Securities ( CoCos ). CoCos are hybrid preferred or debt securities,
issued primarily by non-U.S. financial institutions, which have loss absorption mechanisms benefitting the issuer built into their terms. CoCos
generally provide for mandatory conversion into the common stock of the issuer or a write-down of the principal amount or value of the CoCo
upon the occurrence of certain triggers. These triggers are generally linked to regulatory capital thresholds or regulatory actions calling into
question the issuing banking institution s continued viability as a going-concern. Equity conversion or principal write-down features are tailored
to the issuer and its regulatory requirements and, unlike traditional convertible securities, conversions are not voluntary. In the event of a
conversion, the market price of the issuer s common stock received by the fund likely would have declined, perhaps substantially, and might
continue to decline. Further, the issuer s common stock would be subordinate to the issuer s other classes
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of securities. A principal write down could result in the fund losing all or a portion of its investment. For some CoCos, coupon payments are
entirely discretionary and may be cancelled by the issuer at any time, for any reason, and for any length of time.

Lending of Portfolio Securities

The Fund may lend its portfolio securities to broker-dealers and banks. Any such loan must be continuously secured by collateral in cash, U.S.
Government securities and/or irrevocable letters of credit issued by a bank, maintained on a current basis in an amount at least equal to the
market value of the securities loaned by the Fund. The Fund would continue to receive the equivalent of the interest or dividends paid by the
Issuer on the securities loaned through payments from the borrower. The Fund would also receive an additional return that may be in the form of
a fixed fee or a percentage of the collateral. The Fund must receive reasonable interest on the loan, and any increase in market value. The Fund
may pay reasonable fees to persons unaffiliated with the Fund for services in arranging these loans. The Fund may pay only reasonable
custodian fees in connection with the loan. The Fund s lending of its securities is subject to the continuing 300% asset coverage of Section 18(a)
of the 1940 Act. The Fund would have the right to call the loan and obtain the securities loaned at any time on notice of not more than five
business days. The Fund would not have the right to vote the securities during the existence of the loan but would call the loan to permit voting
of the securities, if, in Symphony s judgment, a material event requiring a shareholder vote would otherwise occur before the loan was repaid. In
the event of bankruptcy or other default of the borrower, the Fund could experience both delays in liquidating the loan collateral or recovering
the loaned securities and losses, including (a) possible decline in the value of the collateral or in the value of the securities loaned during the
period while the Fund seeks to enforce its rights thereto, (b) possible subnormal levels of income and lack of access to income during this period,
and (c) expenses of enforcing its rights.

Portfolio Trading and Turnover Rate

Portfolio trading may be undertaken to accomplish the investment objective of the Fund in relation to actual and anticipated movements in
interest rates. In addition, a security may be sold and another of comparable quality purchased at approximately the same time to take advantage
of what Symphony believes to be a temporary price disparity between the two securities. Temporary price disparities between two comparable
securities may result from supply and demand imbalances where, for example, a temporary oversupply of certain securities may cause a
temporarily low price for such securities, as compared with other securities of like quality and characteristics. A security may also be sold when
Symphony anticipates a change in the price of such security, Symphony believes the price of a security has reached or is near a realistic
maximum, or there are other securities that Symphony believes are more attractive given the Fund s investment objective. The Fund may also
engage to a limited extent in short-term trading consistent with its investment objective. Securities may be sold in anticipation of a market
decline or purchased in anticipation of a market rise and later sold, but the Fund will not engage in trading solely to recognize a gain. Subject to
the foregoing, the Fund will attempt to achieve its investment objective by prudent selection of securities with a view to holding them for
investment. While there can be no assurance thereof, the Fund anticipates that its annual portfolio turnover rate will generally not exceed 50%.
However, the rate of turnover will not be a limiting factor when the Fund deems it desirable to sell or purchase securities. Therefore, depending
upon market conditions, the annual portfolio turnover rate of the Fund may exceed 50% in particular years. A higher portfolio turnover rate
would result in correspondingly greater brokerage commissions and other transactional expenses that are borne by the Fund. High portfolio
turnover may result in the realization of net short-term capital gains by the Fund which, when distributed to shareholders, will be taxable as
ordinary income.

For the fiscal year ended July 31, 2017, the Fund s portfolio turnover rate was 46%.
For the six months ended January 31, 2018, the Fund s portfolio turnover rate was 35%.
Interest Rate Transactions

The Fund expects that the Fund s portfolio investments in Adjustable Rate Loans and other adjustable rate debt instruments in which the Fund
may invest will serve as a hedge against the risk that Common Share net income and/or returns may decrease due to rising market dividend or
interest rates on any preferred shares or
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Borrowings. If market conditions are deemed favorable, the Fund also may enter into interest rate swap or cap transactions to attempt to protect
itself from such interest rate risk on the remaining amount of any outstanding preferred shares and/or Borrowings. Interest rate swaps involve the
Fund s agreement with the swap counterparty to pay a fixed rate payment in exchange for the counterparty agreeing to pay the Fund a payment at
a variable rate that is expected to approximate the rate on the Fund s variable rate payment obligation on Borrowings or any variable rate
preferred shares. The payment obligations would be based on the notional amount of the swap. The Fund may use an interest rate cap, which
would require it to pay a premium to the cap counterparty and would entitle it, to the extent that a specified variable rate index exceeds a
predetermined fixed rate, to receive from the counterparty payment of the difference based on the notional amount. The Fund would use interest
rate swaps or caps only with the intent to reduce or eliminate the risk that an increase in short-term interest rates could have on Common Share
net earnings as a result of leverage.

Because Adjustable Rate Loans and other adjustable rate debt instruments in which the Fund may invest and the Fund s preferred shares and
Borrowings generally pay interest or dividends based on short-term market interest rates, the Fund s investments in Adjustable Rate Loans and
other adjustable rate debt instruments may potentially offset the leverage risks borne by the Fund relating to the fluctuations on Common Share
income due to variations in the preferred share dividend rate and/or the interest rate on Borrowings. The Fund will usually enter into swaps or
caps on a net basis; that is, the two payment streams will be netted out in a cash settlement on the payment date or dates specified in the
instrument, with the Fund receiving or paying, as the case may be, only the net amount of the two payments. The Fund intends to maintain in a
segregated account with its custodian cash or liquid securities having a value at least equal to the Fund s net payment obligations under any swap
transaction, marked-to-market daily.

The use of interest rate swaps and caps is a highly specialized activity that involves investment techniques and risks different from those
associated with ordinary portfolio security transactions. Depending on the state of interest rates in general, the Fund s use of interest rate swaps or
caps could enhance or harm the overall performance on the Common Shares. To the extent there is a decline in interest rates, the value of the
interest rate swap or cap could decline, and could result in a decline in the net asset value of the Common Shares. In addition, if short-term
interest rates are lower than the Fund s fixed rate of payment on the interest rate swap, the swap will reduce Common Share net earnings. If, on
the other hand, short-term interest rates are higher than the fixed rate of payment on the interest rate swap, the swap will enhance Common Share
net earnings. Buying interest rate caps could enhance the performance of the Common Shares by providing a maximum leverage expense.
Buying interest rate caps could also decrease the net earnings of the Common Shares in the event that the premium paid by the Fund to the
counterparty exceeds the additional amount the Fund would have been required to pay had it not entered into the cap agreement. The Fund will
not enter into interest rate swap or cap transactions in an aggregate notional amount that exceeds the remainder of the outstanding amount of the
Fund s leverage, less the amount of Adjustable Rate Loans in the Fund s portfolio. The Fund has no current intention of selling an interest rate
swap or cap. The Fund will monitor its interest rate swap and cap transactions with a view to insuring that it remains in compliance with all
applicable tax requirements.

Interest rate swaps and caps do not involve the delivery of securities or other underlying assets or principal. Accordingly, the risk of loss with
respect to interest rate swaps is limited to the net amount of interest payments that the Fund is contractually obligated to make. If the
counterparty defaults, the Fund would not be able to use the anticipated net receipts under the swap or cap to offset the interest payments on
Borrowings or dividend payments on the preferred shares. Depending on whether the Fund would be entitled to receive net payments from the
counterparty on the swap or cap, which in turn would depend on the general state of short-term interest rates at that point in time, such a default
could negatively impact the performance of the Common Shares. Although this will not guarantee that the counterparty does not default, the
Fund will not enter into an interest rate swap or cap transaction with any counter-party that Nuveen Fund Advisors believes does not have the
financial resources to honor its obligation under the interest rate swap or cap transaction. Further, Nuveen Fund Advisors will continually
monitor the financial stability of a counterparty to an interest rate swap or cap transaction in an effort to proactively protect the Fund s
investments.
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In addition, at the time the interest rate swap or cap transaction reaches its scheduled termination date, there is a risk that the Fund would not be
able to obtain a replacement transaction or that the terms of the replacement would not be as favorable as on the expiring transaction. If this
occurs, it could have a negative impact on the performance of the Fund s Common Shares. The Fund may choose or be required to prepay any
Borrowings or redeem some or all of the preferred shares. This redemption would likely result in the Fund seeking to terminate early all or a
portion of any swap or cap transaction. Such early termination of a swap could result in termination payment by or to the Fund. An early
termination of a cap could result in a termination payment to the Fund.

SEGREGATION OF ASSETS

As a closed-end investment company registered with the SEC, the Fund is subject to the federal securities laws, including the 1940 Act, the rules
thereunder, and various interpretive provisions of the SEC and its staff. In accordance with these laws, rules and positions, the Fund must set
aside (often referred to as asset segregation ) liquid assets, or engage in other SEC or staff-approved measures, to cover open positions with
respect to certain kinds of derivatives instruments. In the case of forward currency contracts that are not contractually required to cash settle, for
example, the Fund must set aside liquid assets equal to such contracts full notional value while the positions are open. With respect to forward
currency contracts that are contractually required to cash settle, however, the Fund is permitted to set aside liquid assets in an amount equal to

the Fund s daily marked-to-market net obligations (i.e., the Fund s daily net liability) under the contracts, if any, rather than such contracts full
notional value. The Fund reserves the right to modify its asset segregation policies in the future to comply with any changes in the positions

from time to time articulated by the SEC or its staff regarding asset segregation.

To the extent that the Fund uses its assets to cover its obligations as required by the 1940 Act, the rules thereunder, and applicable positions of
the SEC and its staff, such assets may not be used to cover other obligations. As a result of their segregation, such assets may not be used for
other operational purposes. NFALLC will monitor the Fund s use of derivatives and will take action as necessary for the purpose of complying
with the asset segregation policy stated above. Such actions may include the sale of the Fund s portfolio investments.

HEDGING TRANSACTIONS

As a non-fundamental policy that can be changed by the Board of Trustees, the use of derivatives and other transactions for purposes of hedging
the portfolio will be restricted to reducing the portfolio s exposure to lower grade credit risk, foreign currency exchange rate risk and the risk of
increases in interest rates. The specific derivative instruments to be used, or other transactions to be entered into, for hedging purposes may
include the purchase or sale of futures contracts on securities, credit-linked notes, securities indices, other indices or other financial instruments;
options on futures contracts; exchange-traded and over-the-counter options on securities or indices; index-linked securities; swaps; and currency
exchange transactions. Some, but not all, of the derivative instruments may be traded and listed on an exchange. The positions in derivatives will
be marked-to-market daily at the closing price established on the relevant exchange or at a fair value.

There may be an imperfect correlation between changes in the value of the Fund s portfolio holdings and hedging positions entered into by the
Fund, which may prevent the Fund from achieving the intended hedge or expose the Fund to risk of loss. In addition, the Fund s success in using
hedging instruments is subject to Symphony s ability to predict correctly changes in the relationships of such hedge instruments to the Fund s
portfolio holdings or other factors, and there can be no assurance that Symphony s judgment in this respect will be correct. Consequently, the use
of hedging transactions might result in a poorer overall performance for the Fund, whether or not adjusted for risk, than if the Fund had not
hedged its portfolio holdings. In addition, there can be no assurance that the Fund will enter into hedging or other transactions at times or under
circumstances in which it would be advisable to do so. See Hedging Transactions in the Prospectus.
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Short Sales. The Fund may make short sales of securities if, at all times when a short position is open, the Fund owns at least an equal amount of
such securities or securities convertible into or exchangeable for, without payment of any further consideration, securities of the same issuer as,
and equal in amount to, the securities sold short. This technique is called selling short against the box.

In a short sale, the Fund will not deliver from its portfolio the securities sold and will not receive immediately the proceeds from the sale.
Instead, the Fund will borrow the securities sold short from a broker-dealer through which the short sale is executed and the broker-dealer will
deliver such securities, on behalf of the Fund, to the purchaser of such securities. Such broker-dealer will be entitled to retain the proceeds from
the short sale until the Fund delivers to such broker-dealer the securities sold short. In addition, the Fund will be required to pay the
broker-dealer the amount of any dividends paid on shares sold short. Finally, to secure its obligation to deliver to such broker-dealer the
securities sold short, the Fund must deposit and continuously maintain in a separate account with its custodian an equivalent amount of the
securities sold short or securities convertible into or exchangeable for such securities without the payment of additional consideration. The Fund
is said to have a short position in the securities sold until it delivers to the broker-dealer the securities sold, at which time the Fund will receive
the proceeds of the sale. Because the Fund ordinarily will want to continue to hold securities in its portfolio that are sold short, the Fund will
normally close out a short position by purchasing on the open market and delivering to the broker-dealer an equal amount of the securities sold
short, rather than delivering portfolio securities.

Short sales may protect the Fund against the risk of losses in the value of its portfolio securities because any unrealized losses with respect to
such portfolio securities should be wholly or partially offset by a corresponding gain in the short position. However, any potential gain in such
portfolio securities should be wholly or partially offset by a corresponding loss in the short position. The extent to which such gains or losses are
offset will depend upon the amount of securities sold short relative to the amount the Fund owns, either directly or indirectly, and, in the case
where the Fund owns convertible securities, changes in the conversion premium. The Fund will incur transaction costs in connection with short
sales.

In addition to enabling the Fund to hedge against market risk, short sales may afford the Fund an opportunity to earn additional current income
to the extent the Fund is able to enter into arrangements with broker-dealers through which the short sales are executed to receive income with
respect to the proceeds of the short sales during the period the Fund s short positions remain open.

The Internal Revenue Code imposes constructive sale treatment for federal income tax purposes on certain hedging strategies with respect to

appreciated financial positions. Under these rules, taxpayers will recognize gain, but not loss, with respect to securities if they enter into short
sales or offsetting notional principal contracts (as defined by the Internal Revenue Code) with respect to, or futures or forward contracts to
deliver, the same or substantially identical property, or if they enter into such transactions and then acquire the same or substantially identical
property. See Tax Matters.

Options on Securities. In order to hedge against adverse market shifts, the Fund may purchase put and call options on stock, bonds or other
securities. In addition, the Fund may seek to hedge a portion of its portfolio investments through writing (i.e., selling) covered put and call
options. A put option embodies the right of its purchaser to compel the writer of the option to purchase from the option holder an underlying
security or its equivalent at a specified price at any time during the option period. In contrast, a call option gives the purchaser the right to buy
the underlying security covered by the option or its equivalent from the writer of the option at the stated exercise price at any time during the
option period.

As a holder of a put option, the Fund will have the right to sell the securities underlying the option and as the holder of a call option, the Fund
will have the right to purchase the securities underlying the option, in each case at their exercise price at any time during the option period prior
to the option s expiration date. The Fund may choose to exercise the options it holds, permit them to expire or terminate them prior to their
expiration by entering into closing sale or purchase transactions. In entering into a closing sale or purchase transaction, the
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Fund would sell an option of the same series as the one it has purchased. The ability of the Fund to enter into a closing sale transaction with
respect to options purchased and to enter into a closing purchase transaction with respect to options sold depends on the existence of a liquid
secondary market. There can be no assurance that a closing purchase or sale transaction can be effected when the Fund so desires. The Fund s
ability to terminate option positions established in the over-the-counter market may be more limited than in the case of exchange-traded options
and may also involve the risk that securities dealers participating in such transactions would fail to meet their obligations to the Fund.

In purchasing a put option, the Fund seeks to benefit from a decline in the market price of the underlying security, while in purchasing a call
option, the Fund seeks to benefit from an increase in the market price of the underlying security. If an option purchased is not sold or exercised
when it has remaining value, or if the market price of the underlying security remains equal to or greater than the exercise price, in the case of a
put, or remains equal to or below the exercise price, in the case of a call, during the life of the option, the option will expire worthless. For the
purchase of an option to be profitable, the market price of the underlying security must decline sufficiently below the exercise price, in the case
of a put, and must increase sufficiently above the exercise price, in the case of a call, to cover the premium and transaction costs. Because option
premiums paid by the Fund are small in relation to the market value of the instruments underlying the options, buying options can result in
additional amounts of leverage to the Fund. The leverage caused by trading in options could cause the Fund s net asset value to be subject to
more frequent and wider fluctuation than would be the case if the Fund did not invest in options.

The Fund will receive a premium when it writes put and call options, which increases the Fund s return on the underlying security in the event
the option expires unexercised or is closed out at a profit. By writing a call, the Fund will limit its opportunity to profit from an increase in the
market value of the underlying security above the exercise price of the option for as long as the Fund s obligation as the writer of the option
continues. Upon the exercise of a put option written by the Fund, the Fund may suffer an economic loss equal to the difference between the price
at which the Fund is required to purchase the underlying security and its market value at the time of the option exercise, less the premium
received for writing the option. Upon the exercise of a call option written by the Fund, the Fund may suffer an economic loss equal to an amount
not less than the excess of the security s market value at the time of the option exercise over the Fund s acquisition cost of the security, less the
sum of the premium received for writing the option and the difference, if any, between the call price paid to the Fund and the Fund s acquisition
cost of the security. Thus, in some periods the Fund might receive less total return and in other periods greater total return from its hedged
positions than it would have received from its underlying securities unhedged.

Options on Stock and Bond Indexes. The Fund may purchase put and call options on stock and bond indexes to hedge against risks of
market-wide price movements affecting its assets. In addition, the Fund may write covered put and call options on stock and bond indexes. A
stock or bond index measures the movement of a certain group of stocks or bonds by assigning relative values to the stocks or bonds included in
the index. Options on a stock or bond index are similar to options on securities. Because no underlying security can be delivered, however, the
option represents the holder s right to obtain from the writer, in cash, a fixed multiple of the amount by which the exercise price exceeds (in the
case of a put) or is less than (in the case of a call) the closing value of the underlying index on the exercise date. The advisability of using stock
or bond index options to hedge against the risk of market-wide movements will depend on the extent of diversification of the Fund s investments
and the sensitivity of its investments to factors influencing the underlying index. The effectiveness of purchasing or writing stock or bond index
options as a hedging technique will depend upon the extent to which price movements in the Fund s investments correlate with price movements
in the stock or bond index selected. In addition, successful use by the Fund of options on stock or bond indexes will be subject to the ability of
Symphony to predict correctly changes in the relationship of the underlying index to the Fund s portfolio holdings. No assurance can be given
that Symphony s judgment in this respect will be correct. When the Fund writes an option on a stock or bond index, it will establish a segregated
account with its custodian in which the Fund will deposit liquid securities in an amount equal to the market value of the option, and will

maintain the account while the option is open.
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Stock and Bond Index Futures Contracts. The Fund may purchase and sell stock index futures as a hedge against movements in the equity
markets. Stock and bond index futures contracts are agreements in which one party agrees to deliver to the other an amount of cash equal to a
specific dollar amount times the difference between the value of a specific stock or bond index at the close of the last trading day of the contract
and the price at which the agreement is made. No physical delivery of securities is made. For example, if Symphony expects general stock or
bond market prices to decline, it might sell a futures contract on a particular stock or bond index. If that index does in fact decline, the value of
some or all of the securities in the Fund s portfolio may also be expected to decline, but that decrease would be offset in part by the increase in
the value of the Fund s position in such futures contract. If, on the other hand, Symphony expects general stock or bond market prices to rise, it
might purchase a stock or bond index futures contract as a hedge against an increase in prices of particular securities it wants ultimately to buy.
If in fact the stock or bond index does rise, the price of the particular securities intended to be purchased may also increase, but that increase
would be offset in part by the increase in the value of the Fund s futures contract resulting from the increase in the index. The Fund may purchase
futures contracts on a stock or bond index to enable Symphony to gain immediate exposure to the underlying securities market pending the
investment in individual securities of the Fund s portfolio.

Under regulations of the Commodity Futures Trading Commission ( CFTC ) currently in effect, which may change from time to time, with
respect to futures contracts purchased by the Fund, the Fund will set aside in a segregated account liquid securities with a value at least equal to
the value of instruments underlying such futures contracts less the amount of initial margin on deposit for such contracts. The current view of the
staff of the SEC is that the Fund s long and short positions in futures contracts must be collateralized with cash or certain liquid assets held in a
segregated account or covered in order to counter the impact of any potential leveraging. Parties to a futures contract must make initial margin
deposits to secure performance of the contract. There are also requirements to make variation margin deposits from time to time as the value of
the futures contract fluctuates. The Fund and Nuveen Fund Advisors have claimed, respectively, an exclusion from registration as a commodity
pool and as a commodity trading advisor under the Commodity Exchange Act (CEA) and, therefore, neither the Fund nor Nuveen Fund

Advisors, or their officers and directors, are subject to the registration requirements of the CEA. The Fund reserves the right to engage in
transactions involving futures and options thereon to the extent allowed by CFTC regulations in effect from time to time and in accordance with
the Fund s policies. In addition, certain provisions of the Internal Revenue Code may limit the extent to which the Fund may enter into futures
contracts or engage in options transactions. See Tax Matters.

The potential loss related to the purchase of an option on a futures contract is limited to the premium paid for the option (plus transaction costs).
With respect to options purchased by the Fund, there are no daily cash payments made by the Fund to reflect changes in the value of the
underlying contract; however, the value of the option does change daily and that change would be reflected in the net asset value of the Fund.

Other Futures Contracts and Options on Futures Contracts. The Fund s use of derivative instruments also may include (i) U.S. Treasury security
or U.S. Government Agency security futures contracts and (ii) options on U.S. Treasury security or U.S. Government Agency security futures
contracts. All such instruments must be traded and listed on an exchange. U.S. Treasury and U.S. Government Agency futures contracts are
standardized contracts for the future delivery of a U.S. Treasury Bond or U.S. Treasury Note or a U.S. Government Agency security or their
equivalent at a future date at a price set at the time of the contract. An option on a U.S. Treasury or U.S. Government Agency futures contract, as
contrasted with the direct investment in such a contract, gives the purchaser of the option the right, in return for the premium paid, to assume a
position in a U.S. Treasury or U.S. Government Agency futures contract at a specified exercise price at any time on or before the expiration date
of the option. Upon exercise of an option, the delivery of the futures position by the writer of the option to the holder of the option will be
accompanied by delivery of the accumulated balance in the writer s future margin account, which represents the amount by which the market
price of the futures contract exceeds the exercise price of the option on the futures contract.

28

154



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

Risks Associated with Futures Contracts and Options on Futures Contracts. Futures prices are affected by many factors, such as current and
anticipated short-term interest rates, changes in volatility of the underlying instrument and the time remaining until expiration of the contract. A
purchase or sale of a futures contract may result in losses in excess of the amount invested in the futures contract. While the Fund may enter into
futures contracts and options on futures contracts for hedging purposes, the use of futures contracts and options on futures contracts might result
in a poorer overall performance for the Fund than if it had not engaged in any such transactions. If, for example, the Fund had insufficient cash,
it might have to sell a portion of its underlying portfolio of securities in order to meet daily variation margin requirements on its futures contracts
or options on futures contracts at a time when it might be disadvantageous to do so. There may be an imperfect correlation between the Fund s
portfolio holdings and futures contracts or options on futures contracts entered into by the Fund, which may prevent the Fund from achieving the
intended hedge or expose the Fund to risk of loss. The degree of imperfection of correlation depends on circumstances such as: variations in
speculative market demand for futures, futures options and the related securities, including technical influences in futures and futures options
trading and differences between the securities markets and the securities underlying the standard contracts available for trading. Futures prices
are affected by many factors, such as current and anticipated short-term interest rates, changes in volatility of the underlying instrument and the
time remaining until the expiration of the contract. Further, the Fund s use of futures contracts and options on futures contracts to reduce risk
involves costs and will be subject to Symphony s ability to predict correctly changes in interest rate relationships or other factors. A decision as
to whether, when and how to use futures contracts involves the exercise of skill and judgment, and even a well-conceived transaction may be
unsuccessful to some degree because of market behavior or unexpected stock price or interest rate trends. No assurance can be given that
Symphony s judgment in this respect will be correct.

Futures exchanges may limit the amount of fluctuation permitted in certain futures contract prices during a single trading day. The daily limit
establishes the maximum amount that the price of a futures contract may vary either up or down from the previous day s settlement price at the
end of the current trading session. Once the daily limit has been reached in a futures contract subject to the limit, no more trades may be made on
that day at a price beyond that limit. The daily limit governs only price movements during a particular trading day and therefore does not limit
potential losses because the limit may work to prevent the liquidation of unfavorable positions. For example, futures prices have occasionally
moved to the daily limit for several consecutive trading days with little or no trading, thereby preventing prompt liquidation of positions and
subjecting some holders of futures contracts to substantial losses. Stock index futures contracts are not normally subject to such daily price
change limitations.

The Fund may invest in other options. An option is an instrument that gives the holder of the instrument the right, but not the obligation, to buy
or sell a predetermined number of specific securities (i.e. preferred stocks, common stocks or bonds) at a stated price within the expiration
period of the instrument, which is generally less than 12 months from its issuance. If the right is not exercised after a specified period but prior to
the expiration, the option expires. Both put and call options may be used by the Fund.

Structured Notes. The Fund may use structured notes and similar instruments for hedging purposes. Structured notes are privately negotiated
debt obligations or economically equivalent instruments where the principal and/or interest is determined by reference to the performance of a
benchmark asset, market or interest rate (an embedded index ), such as selected securities or loans, an index of securities or loans or specified
interest rates or the differential performance of two assets or markets. The terms of such structured instruments normally provide that their
principal and/or interest payments are to be adjusted upwards or downwards (but not ordinarily below zero) to reflect changes in the embedded
index while the structured instruments are outstanding. As a result, the interest and/or principal payments that may be made on a structured
product may vary widely, depending on a variety of factors, including the volatility of the embedded index and the effect of changes in the
embedded index on principal and/or interest payments. The rate of return on structured notes may be determined by applying a multiplier to the
performance or differential performance of the referenced index(es) or other asset(s). Application of a multiplier involves leverage that will
serve to magnify the potential for gain and the risk of loss.
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The Fund may purchase and sell various other kinds of financial futures contracts and options thereon. Futures contracts may be based on

various debt securities and securities indices. Such transactions involve a risk of loss or depreciation due to unanticipated adverse changes in
securities prices, which may exceed the Fund s initial investment in these contracts. The Fund will only purchase or sell futures contracts or
related options in compliance with the rules of the Commodity Futures Trading Commission. These transactions involve transaction costs. There
can be no assurance that the Fund s use of futures will be advantageous to the Fund. Guidelines established by one or more NRSROs that rate any
preferred shares issued by the Fund may limit use of these transactions.

Credit-Linked Notes. The Fund may invest in credit-linked notes ( CLN ) for risk management purposes, including diversification. A CLN is a
derivative instrument that is a synthetic obligation between two or more parties where the payment of principal and/or interest is based on the
performance of some obligation (a reference obligation). In addition to credit risk of the reference obligation and interest rate risk, the
buyer/seller of the CLN is subject to counterparty risk. See Risk Factors Counterparty Risk in the Prospectus.

Swaps. Swap contracts may be purchased or sold to hedge against fluctuations in securities prices, interest rates or market conditions, to change
the duration of the overall portfolio, or to mitigate default risk. In a standard swap transaction, two parties agree to exchange the returns (or
differentials in rates of return) to be exchanged or swapped between the parties, which returns are calculated with respect to a notional amount,
i.e., the return on or increase in value of a particular dollar amount invested at a particular interest rate or in a basket of securities representing a
particular index.

Credit Default Swaps. The Fund may enter into credit default swap contracts for risk management purposes, including diversification. When the
Fund is the buyer of a credit default swap contract, the Fund is entitled to receive the par (or other agreed-upon) value of a referenced debt
obligation from the counterparty to the contract in the event of a default by a third party, such as a U.S. or non-U.S. corporate issuer, on the debt
obligation. In return, the Fund would pay the counterparty a periodic stream of payments over the term of the contract provided that no event of
default has occurred. If no default occurs, the Fund would have spent the stream of payments and received no benefit from the contract. When
the Fund is the seller of a credit default swap contract, it receives the stream of payments, but is obligated to pay upon default of the referenced
debt obligation. As the seller, the Fund would effectively add leverage to its portfolio because, in addition to its total net assets, the Fund would
be subject to investment exposure on the notional amount of the swap. The Fund will segregate assets in the form of cash and cash equivalents in
an amount equal to the aggregate notional value of the credit default swaps of which it is the seller. These transactions involve certain risks,
including the risk that the seller may be unable to fulfill the transaction. The tax treatment of certain credit default swaps is uncertain.

Interest Rate Swaps. The Fund will enter into interest rate and total return swaps only on a net basis, i.e., the two payment streams are netted out,
with the Fund receiving or paying, as the case may be, only the net amount of the two payments. Interest rate swaps involve the exchange by the
Fund with another party of their respective commitments to pay or receive interest (e.g., an exchange of fixed rate payments for floating rate
payments). The Fund will only enter into interest rate swaps on a net basis. If the other party to an interest rate swap defaults, the Fund s risk of
loss consists of the net amount of payments that the Fund is contractually entitled to receive. The net amount of the excess, if any, of the Fund s
obligations over its entitlements will be maintained in a segregated account by the Fund s custodian. The Fund will not enter into any interest rate
swap unless the claims-paying ability of the other party thereto is considered to be investment grade by the Advisers. If there is a default by the
other party to such a transaction, the Fund will have contractual remedies pursuant to the agreements related to the transaction.

These instruments are traded in the over-the-counter market. The Fund may use interest rate swaps for risk management purposes only and not
as a speculative investment and would typically use interest rate swaps to shorten the average interest rate reset time of the Fund s holdings.
Interest rate swaps involve the exchange by the Fund with another party of their respective commitments to pay or receive interest (e.g., an
exchange of fixed
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rate payments for floating rate payments). The use of interest rate swaps is a highly specialized activity which involves investment techniques
and risks different from those associated with ordinary portfolio securities transactions. If Symphony is incorrect in its forecasts of market
values, interest rates and other applicable factors, the investment performance of the Fund would be unfavorably affected.

Total Return Swaps. As stated above, the Fund will enter into total return swaps only on a net basis. Total return swaps are contracts in which
one party agrees to make payments of the total return from the underlying asset(s), which may include securities, baskets of securities, or
securities indices during the specified period, in return for payments equal to a fixed or floating rate of interest or the total return from other
underlying asset(s).

Currency Exchange Transactions. The Fund may enter into currency exchange transactions to hedge the Fund s exposure to foreign currency
exchange rate risk in the event the Fund invests in non-U.S. dollar denominated securities of non-U.S. issuers as described in this Statement of
Additional Information. The Fund s currency transactions will be limited to portfolio hedging involving portfolio positions. Portfolio hedging is
the use of a forward contract with respect to a portfolio security position denominated or quoted in a particular currency. A forward contract is
an agreement to purchase or sell a specified currency at a specified future date (or within a specified time period) and price set at the time of the
contract. Forward contracts are usually entered into with banks, foreign exchange dealers or broker-dealers, are not exchange-traded, and are
usually for less than one year, but may be renewed. At the maturity of a forward contract to deliver a particular currency, the Fund may either
sell the portfolio security related to such contract and make delivery of the currency, or it may retain the security and either acquire the currency
on the spot market or terminate its contractual obligation to deliver the currency by purchasing an offsetting contract with the same currency
trader obligating it to purchase on the same maturity date the same amount of the currency.

It is impossible to forecast with absolute precision the market value of portfolio securities at the expiration of a forward contract. Accordingly, it
may be necessary for the Fund to purchase additional currency on the spot market (and bear the expense of such purchase) if the market value of
the security is less than the amount of currency that the Fund is obligated to deliver and if a decision is made to sell the security and make
delivery of the currency. Conversely, it may be necessary to sell on the spot market some of the currency received upon the sale of the portfolio
security if its market value exceeds the amount of currency the Fund is obligated to deliver.

If the Fund retains the portfolio security and engages in an offsetting transaction, the Fund will incur a gain or a loss to the extent that there has
been movement in forward contract prices. If the Fund engages in an offsetting transaction, it may subsequently enter into a new forward

contract to sell the currency. Should forward prices decline during the period between the Fund s entering into a forward contract for the sale of a
currency and the date it enters into an offsetting contract for the purchase of the currency, the Fund will realize a gain to the extent the price of
the currency it has agreed to sell exceeds the price of the currency it has agreed to purchase. Should forward prices increase, the Fund will suffer
a loss to the extent the price of the currency it has agreed to purchase exceeds the price of the currency it has agreed to sell. A default on the
contract would deprive the Fund of unrealized profits or force the Fund to cover its commitments for purchase or sale of currency, if any, at the
current market price.

Hedging against a decline in the value of a currency does not eliminate fluctuations in the prices of portfolio securities or prevent losses if the
prices of such securities decline. Such transactions also preclude the opportunity for gain if the value of the hedged currency should rise.
Moreover, it may not be possible for the Fund to hedge against a devaluation that is so generally anticipated that the Fund is not able to contract
to sell the currency at a price above the devaluation level it anticipates. The cost to the Fund of engaging in currency exchange transactions
varies with such factors as the currency involved, the length of the contract period, and prevailing market conditions. Since currency exchange
transactions are usually conducted on a principal basis, no fees or commissions are involved.
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Other Hedging Transactions. The Fund may invest in relatively new instruments without a significant trading history for purposes of hedging
the Fund s portfolio risks. As a result, there can be no assurance that an active secondary market will develop or continue to exist.

Limitations on the Use of Futures, Options on Futures and Swaps. Nuveen Fund Advisors has claimed, with respect to the Fund, the exclusion
from the definition of commodity pool operator under the Commodity Exchange Act ( CEA ) provided by CFTC Regulation 4.5 and is therefore
not currently subject to registration or regulation as such under the CEA with respect to the Fund. In addition, Symphony has claimed the
exemption from registration as a commodity trading advisor provided by CFTC Regulation 4.14(a)(8) and is therefore not currently subject to
registration or regulation as such under the CEA with respect to the Fund. In February 2012, the CFTC announced substantial amendments to
certain exemptions, and to the conditions for reliance on those exemptions, from registration as a commodity pool operator. Under amendments
to the exemption provided under CFTC Regulation 4.5, if the Fund uses futures, options on futures or swaps other than for bona fide hedging
purposes (as defined by the CFTC), the aggregate initial margin and premiums on these positions (after taking into account unrealized profits
and unrealized losses on any such positions and excluding the amount by which options that are in-the-money at the time of purchase are

in-the-money ) may not exceed 5% of the Fund s net asset value, or alternatively, the aggregate net notional value of those positions may not
exceed 100% of the Fund s net asset value (after taking into account unrealized profits and unrealized losses on any such positions). The CFTC
amendments to Regulation 4.5 took effect on December 31, 2012, and the Fund intends to comply with amended Regulation 4.5 s requirements
such that Nuveen Fund Advisors will not be required to register as a commaodity pool operator with the CFTC with respect to the Fund. The
Fund reserves the right to employ futures, options on futures and swaps to the extent allowed by CFTC regulations in effect from time to time
and in accordance with the Fund s policies. The requirements for qualification as a regulated investment company may also limit the extent to
which the Fund may employ futures, options on futures or swaps.
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MANAGEMENT OF THE FUND
TRUSTEES AND OFFICERS

The management of the Fund, including general supervision of the duties performed for the Fund under the investment management agreement
with Nuveen Fund Advisors (the Management Agreement ), is the responsibility of the Board of Trustees of the Fund. As of January 1, 2018, the
number of trustees of the Fund is eleven, one of whom is an interested person (as the term interested person is defined in the 1940 Act) and ten
of whom are not interested persons (referred to herein as independent trustees ). None of the independent trustees has ever been a director, trustee
or employee of, or consultant to, Nuveen, Nuveen Fund Advisors, Symphony, or their affiliates. The Board of Trustees is divided into three

classes, Class I, Class II and Class III, the Class I trustees serving until the 2019 annual meeting, the Class II trustees serving until the 2020

annual meeting and the Class III trustees serving until the 2021 annual meeting, in each case until their respective successors are elected and
qualified, as described below. Currently, William C. Hunter, Judith M. Stockdale, Carole E. Stone and Margaret L. Wolff are slated in Class I,

John K. Nelson, Terence J. Toth and Robert L. Young are slated in Class II and Margo L. Cook, Jack B. Evans, Albin F. Moschner and

William J. Schneider are slated in Class III. Two of the Fund s trustees will be elected by the holders of preferred shares, voting separately as a
class. The remaining trustees of the Fund will be elected by holders of common shares and preferred shares, voting together as a class. In the

event that the Fund fails to pay dividends on outstanding preferred shares for two years, holders of preferred shares would be entitled to elect a
majority of trustees of the Fund. The officers of the Fund serve annual terms and are elected on an annual basis. The names, business addresses

and years of birth of the trustees and officers of the Fund, their principal occupations and other affiliations during the past five years, the number

of portfolios each oversees and other directorships they hold are set forth below. Except as noted in the table below, the trustees of the Fund are
directors or trustees, as the case may be, of 85 Nuveen-sponsored open-end mutual funds (the Nuveen Mutual Funds ); and 75 Nuveen-sponsored
closed-end funds and 11 Nuveen-sponsored exchange-traded funds (collectively with the Nuveen Mutual Funds and the Nuveen-sponsored
closed-end funds, the Nuveen Funds ).
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Name, Business Address

and Year of Birth
Independent Trustees:
Terence J. Toth

333 West Wacker Drive
Chicago, IL 60606

(1959)

Position(s)
Held with
Fund

Chairman of
the Board
and Trustee

Term of Office
and Length of
Time Served with
Funds in the Fund
Complex

Term Class II
Length of
Service

Since 2008

Principal Occupation(s)
During Past Five Years

Formerly, Co-Founding Partner, Promus Capital
(2008-2017); Director of Fulcrum IT Service LLC
(since 2010) and Quality Control Corporation
(since 2012); formerly, Director, LogicMark LLC
(2012-2016); formerly, Director, Legal & General
Investment Management America, Inc.
(2008-2013); formerly, CEO and President,
Northern Trust Global Investments (2004-2007);
Executive Vice President, Quantitative
Management & Securities Lending (2000-2004);
prior thereto, various positions with Northern
Trust Company (since 1994); Member of Catalyst
Schools of Chicago Board (since 2008) and
Mather Foundation Board (since 2012) and is
Chair of its Investment Committee; formerly,
Member, Chicago Fellowship Board (2005-2016);
formerly, Member, Northern Trust Mutual Funds
Board (2005-2007), Northern Trust Global
Investments Board (2004-2007), Northern Trust
Japan Board (2004-2007), Northern Trust
Securities Inc. Board (2003-2007) and Northern
Trust Hong Kong Board (1997-2004).

34

Number of Other
Portfolios  Directorships
in Fund Held by
Complex Trustee
Overseen By  During Past
Trustee Five Years
171 None
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Name, Business Address

and Year of Birth
Jack B. Evans

333 West Wacker Drive
Chicago, IL 60606

(1948)

William C. Hunter
333 West Wacker Drive
Chicago, IL 60606

(1948)

Position(s)
Held with
Fund

Trustee

Trustee

Term of Office
and Length of
Time Served with
Funds in the Fund
Complex

Term Class III
Length of
Service
Since 1999

Term Class I
Length of
Service
Since 2003

Number of
Portfolios
in Fund
Complex
Principal Occupation(s) Overseen By
During Past Five Years Trustee
President, The Hall- 171
Perrine Foundation, a private philanthropic
corporation (since 1996); Director, Public
Member, American Board of Orthopaedic
Surgery (since 2015); Life Trustee of Coe
College and the Iowa College Foundation;
formerly, Director, Federal Reserve Bank of
Chicago; formerly, President and Chief
Operating Officer, SCI Financial Group, Inc.,
a regional financial services firm; formerly,
Member and President Pro Tem of the Board
of Regents for the State of lowa University
System; formerly, Director, The Gazette
Company.
Dean Emeritus, formerly, Dean (2006-2012), 171

Tippie College of Business, University of
Iowa; past Director (2005-2015) and past
President (2010-2014) of Beta Gamma Sigma,
Inc., The International Business Honor
Society; formerly, Director (1997-2007),
Credit Research Center at Georgetown
University; formerly, Dean and Distinguished
Professor of Finance (2003-2006), School of
Business at the University of Connecticut;
previously, Senior Vice President and
Director of Research (1995-2003) at the
Federal Reserve Bank of Chicago.

35

Other
Directorships
Held by
Trustee
During Past
Five Years
Director and
Chairman,
United Fire
Group, a
publicly held
companys;
formerly,
Director,
Alliant Energy.

Director of
Wellmark, Inc.
(since 2009);
Director (since
2004) of Xerox
Corporation.
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Name, Business Address

and Year of Birth
Albin F. Moschner

333 West Wacker Drive
Chicago, IL 60606

(1952)

Position(s)

Held with  Funds in the Fund

Fund
Trustee

Term of Office
and Length of
Time Served with

Complex
Term Class III

Length of
Service
Since 2016

Number of
Portfolios
in Fund
Complex
Principal Occupation(s) Overseen By
During Past Five Years Trustee
Founder and Chief Executive Officer, 171
Northceroft Partners, LLC, a management

consulting firm (since 2012); previously,
held positions at Leap Wireless
International, Inc., including Consultant
(2011-2012), Chief Operating Officer
(2008-2011) and Chief Marketing Officer
(2004-2008); formerly, President, Verizon
Card Services division of Verizon
Communications, Inc. (2000-2003);
formerly, President, One Point Services at
One Point Communications (1999-2000);
formerly, Vice Chairman of the Board, Diba,
Incorporated (1996-1997); formerly, various
executive positions with Zenith Electronics
Corporation (1991-1996).

36

Other
Directorships
Held by
Trustee
During Past
Five Years

Director, USA
Technologies,
Inc., a provider
of solutions and
services to
facilitate
electronic
payment
transactions
(since 2012);
formerly,
Director,
Wintrust
Financial
Corporation
(1996-2016).
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Name, Business Address

and Year of Birth
John K. Nelson

333 West Wacker Drive
Chicago, IL 60606

(1962)

Position(s)
Held with
Fund

Trustee

Term of Office
and Length of
Time Served with
Funds in the Fund
Complex

Term Class II
Length of
Service
Since 2013

Number of
Portfolios
in Fund
Complex
Principal Occupation(s) Overseen By
During Past Five Years Trustee
Member of Board of Directors of Corel12 LLC 171
(since 2008), a private firm which develops
branding, marketing and communications
strategies for clients; Director of The Curran
Center for Catholic American Studies (since
2009) and The President s Council, Fordham
University (since 2010); formerly, senior
external advisor to the financial services
practice of Deloitte Consulting LLP (2012-
2014); former Chairman of the Board of
Trustees of Marian University (2010-2014 as
trustee, 2011-2014 as Chairman); formerly,
Chief Executive Officer of ABN AMRO N.V.
North America, and Global Head of its
Financial Markets Division (2007-2008); prior
senior positions held at ABN AMRO include
Corporate Executive Vice President and Head
of Global Markets the Americas (2006-2007),
CEO of Wholesale Banking North America and
Global Head of Foreign Exchange and Futures
Markets (2001-2006), and Regional
Commercial Treasurer and Senior Vice
President Trading North America (1996-2001);
formerly, Trustee at St. Edmund Preparatory
School in New York City.

37

Other
Directorships
Held by

Truste

€

During Past
Five Years

None
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Name, Business Address

and Year of Birth
William J. Schneider

333 West Wacker Drive
Chicago, IL 60606

(1944)

Judith M. Stockdale
333 West Wacker Drive
Chicago, IL 60606

(1947)

Carole E. Stone
333 West Wacker Drive
Chicago, IL 60606

(1947)

Position(s)
Held with
Fund

Trustee

Trustee

Trustee

Term of Office
and Length of
Time Served with
Funds in the Fund

Complex
Term Class III

Length of
Service

Since 1996

Term Class I
Length of
Service
Since 1997

Term Class I
Length of
Service

Since 2007

Number of
Portfolios
in Fund
Complex
Overseen By
Trustee

Principal Occupation(s)
During Past Five Years
Chairman of Miller-Valentine Partners, a real 171
estate investment company; Board Member,
WDPR Public Radio; formerly, Senior Partner
and Chief Operating Officer (retired 2004) of
Miller-Valentine Group; formerly, Director
Dayton Development Coalition; formerly,
Board Member, Business Advisory Council,
Cleveland Federal Reserve Bank and
University or Dayton Business School
Advisory Council.

171
Board Member of the U.S. Endowment for

Forestry and Communities (since 2013);
Board Member of the Land Trust Alliance;
formerly, Executive Director (1994-2012),
Gaylord and Dorothy Donnelley Foundation;
prior thereto, Executive Director, Great Lakes
Protection Fund (1990-1994).

Former Director, Chicago Board Options 171
Exchange (2006-2017); and C2 Options

Exchange, Incorporated (2009-2017);

formerly, Commissioner, New York State

Commission on Public Authority Reform

(2005-2010).

38

Other
Directorships
Held by
Trustee
During Past
Five Years
None

None

Director,
CBOE Global
Markets, Inc.,
formerly,
CBOE
Holdings, Inc.
(since 2010).
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Name, Business Address

and Year of Birth
Margaret L. Wolff

333 West Wacker Drive
Chicago, IL 60606

(1955)

Robert L. Young*
333 West Wacker Drive
Chicago, IL 60606

(1963)

Position(s)
Held with
Fund

Trustee

Trustee

Term of Office
and Length of
Time Served with
Funds in the Fund
Complex

Term Class I
Length of
Service
Since 2016

Term Class II
Length of
Service

Since 2017

Number of
Portfolios
in Fund
Complex
Principal Occupation(s) Overseen By
During Past Five Years Trustee

Formerly, Of Counsel (2005-2014), 171
Skadden, Arps, Slate, Meagher & Flom
LLP (Mergers & Acquisitions Group);
Member of the Board of Trustees of New
York-Presbyterian Hospital (since 2005);
Member (since 2004) and Chair (since
2015) of the Board of Trustees of The
John A. Hartford Foundation (a
philanthropy dedicated to improving the
care of older adults); formerly, Member
(2005-2015) and Vice Chair (2011-
2015) of the Board of Trustees of Mt.
Holyoke College.

Formerly, Chief Operating Officer and 169
Director, J.P. Morgan Investment
Management Inc. (2010-2016); formerly,
President and Principal Executive Officer
(2013-2016), and Senior Vice President
and Chief Operating Officer
(2005-2010), of J.P. Morgan Funds;
formerly, Director and various officer
positions for J.P. Morgan Investment
Management Inc. (formerly, JPMorgan
Funds Management, Inc. and formerly,
One Group Administrative Services) and
JPMorgan Distribution Services, Inc.
(formerly, One Group Dealer Services,
Inc.) (1999-2017).

39

Other Directorships
Held by Trustee
During Past
Five Years

Formerly Member of
the Board of
Directors
(2013-2017) of
Travelers Insurance
Company of Canada
and The Dominion
of Canada General
Insurance Company
(each, a part of
Travelers Canada,
the Canadian
operation of The
Travelers
Companies, Inc.).

None
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Term of Office
and Length of
Position(s) Time Served with
Name, Business Address Held with  Funds in the Fund
and Year of Birth Fund Complex
Interested Trustee:
Margo L. Cook** Trustee Term Class III

333 West Wacker Drive Length of
Service
Chicago, IL 60606 Since 2016

(1964)

Number of Other
Portfolios Directorships
in Fund Held by
Complex Trustee
Principal Occupation(s) Overseen By During Past
During Past Five Years Trustee Five Years
President (since 2017), formerly, Co-President 171 None

(2016-2017), formerly, Senior Executive Vice
President of Nuveen Investments, Inc.;
Executive Vice President (since 2017) of
Nuveen, LLC; President (since 2017), formerly,
Co-President (2016-2017), formerly, Senior
Executive Vice President (2015-2016), and
formerly, Executive Vice President
(2011-2015) of Nuveen Fund Advisors, LLC;
President, Global Products and Solutions (since
2017), and Co-Chief Executive Officer (since
2015), formerly, Co-President, and formerly,
Executive Vice President (2013-2015), of
Nuveen Securities, LLC; President (since
2017), Nuveen Alternative Investments, LLC;
Chartered Financial Analyst.

* Effective July 1, 2017, Mr. Young was appointed as a director or trustee, as the case may be, of each of the Nuveen Funds except Nuveen
Diversified Dividend and Income Fund and Nuveen Real Estate Income Fund.
*#%*  Ms. Cook is an interested person of the Fund, as defined in the 1940 Act, by reason of her positions with Nuveen, LLC and certain of its

subsidiaries.
OFFICERS OF THE FUND:

Number of
Term of Office Portfolios
. and Length of in Fund
Name, Business Address Position(s) Time Served with Principal Occupations Including Complex
Held with Funds in the Fund Other Directorships During Overseen by
and Year of Birth Fund Complex Past Five Years Officer
Cedric H. Antosiewicz Chief Term Until Senior Managing Director (since 2017), formerly, 75
Administrative Managing Director (2004-2017) of Nuveen
333 West Wacker Drive Officer August 2018 Securities LLC; Senior Managing Director (since
Length of 2017), formerly, Maqaging Director (2014-2017)
Chicago, L 60606 Service of Nuveen Fund Advisors, LLC.
Since 2007
(1962)
40
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Name, Business Address

and Year of Birth
Stephen D. Foy

333 West Wacker Drive
Chicago, IL 60606

(1954)

Nathaniel T. Jones
333 West Wacker Drive
Chicago, IL 60606

(1979)
Walter M. Kelly

333 West Wacker Drive
Chicago, IL 60606

(1970)
David J. Lamb

333 West Wacker Drive
Chicago, IL 60606

(1963)
Tina M. Lazar

333 West Wacker Drive
Chicago, IL 60606

(1961)

Position(s)
Held with
Fund
Vice President
and Controller

Vice President
and Treasurer

Vice President
and Chief
Compliance

Officer

Vice President

Vice President

Term of Office
and Length of
Time Served
with
Funds in the
Fund
Complex
Term Until
August 2018

Length of

Service
Since 1993

Term Until
August 2018

Length of
Service
Since 2016

Term Until
August 2018
Length of
Service
Since 2003

Term Until
August 2018
Length of
Service
Since 2015

Term Until

August 2018
Length of
Service
Since 2002

41

Principal Occupations Including
Other Directorships During
Past Five Years

Managing Director (since 2014), formerly, Senior
Vice President (2013-2014) and Vice President
(2005-2013) of Nuveen Fund Advisors, LLC;
Managing Director (since 2016) of Nuveen
Securities, LLC; Managing Director (since 2016)
of Nuveen Alternative Investments, LLC; Certified
Public Accountant.

Managing Director (since 2017), formerly, Senior
Vice President (2016-2017), formerly, Vice
President (2011-2016) of Nuveen; Chartered
Financial Analyst.

Managing Director (since 2017), formerly, Senior
Vice President (2008-2017) of Nuveen.

Managing Director (since 2017), formerly, Senior
Vice President of Nuveen (2006-2017), Vice
President prior to 2006.

Managing Director (since 2017), formerly, Senior
Vice President (2014-2017) of Nuveen Securities,
LLC.

Number of
Portfolios
in Fund
Complex
Overseen by
Officer
171

171

171

75

171
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Name, Business Address

and Year of Birth
Kevin J. McCarthy

333 West Wacker Drive
Chicago, IL 60606

(1966)

Position(s)
Held with
Fund

Vice
President
and
Assistant
Secretary

Term of Office
and Length of
Time Served with
Funds in the Fund
Complex

Term Until
August 2018
Length of
Service
Since 2007

42

Principal Occupations Including
Other Directorships During
Past Five Years

Senior Managing Director (since 2017) and
Secretary and General Counsel (since 2016)
of Nuveen Investments, Inc., formerly,
Executive Vice President (2016-2017) and
Managing Director and Assistant Secretary
(2008-2016); Senior Managing Director
(since 2017) and Assistant Secretary (since
2008) of Nuveen Securities, LLC, formerly
Executive Vice President (2016-2017) and
Managing Director (2008-2016); Senior
Managing Director (since 2017), Secretary
(since 2016) and Co-General Counsel (since
2011) of Nuveen Fund Advisors, LLC,
formerly, Executive Vice President
(2016-2017), Managing Director,
(2008-2016) and Assistant Secretary
(2007-2016); Senior Managing Director
(since 2017), Secretary (since 2016) and
Associate General Counsel (since 2011) of
Nuveen Asset Management, LL.C, formerly
Executive Vice President (2016-2017) and
Managing Director and Assistant Secretary
(2011-2016); Senior Managing Director
(since 2017) and Secretary (since 2016) of
Nuveen Investments Advisers, LLC, formerly
Executive Vice President (2016-2017); Vice
President (since 2007) and Secretary (since
2016), formerly, Assistant Secretary, of NWQ
Investment Management Company, LLC,
Symphony Asset Management LLC, Santa
Barbara Asset Management, LLC and
Winslow Capital Management, LLC (since
2010); Senior Managing Director (since
2017) and Secretary (since 2016) of Nuveen
Alternative Investments, LLC.

Number of
Portfolios
in Fund
Complex
Overseen by
Officer

171
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Name, Business Address

and Year of Birth
William T. Meyers

333 West Wacker Drive
Chicago, IL 60606

(1966)

Michael A. Perry
333 West Wacker Drive
Chicago, IL 60606

(1967)

Christopher M. Rohrbacher

333 West Wacker Drive
Chicago, IL 60606

(1971)

William A. Siffermann
333 West Wacker Drive
Chicago, IL 60606

(1975)
Joel T. Slager

333 West Wacker Drive
Chicago, IL 60606

(1978)

Position(s)
Held with
Fund

Vice
President

Vice
President

Vice
President
and
Assistant
Secretary

Vice
President

Vice
President
and
Assistant
Secretary

Term of Office
and Length of
Time Served with
Funds in the Fund
Complex

Term Until
August 2018

Length of
Service

Since 2018

Term Until
August 2018

Length of
Service

Since 2017

Term Until
August 2018
Length of
Service
Since 2008

Term Until
August 2018
Length of
Service
Since 2017

Term Until
August 2018
Length of
Service
Since 2013

43

Principal Occupations Including
Other Directorships During
Past Five Years

Senior Managing Director (since 2017),
formerly, Managing Director (2016-2017),
Senior Vice President (2010-2016) of Nuveen
Securities, LLC; Senior Managing Director
(since 2017), formerly, Managing Director
(2016-2017), Senior Vice President
(2010-2016) of Nuveen, has held various
positions with Nuveen since 1991.

Executive Vice President (since 2017),
previously, Managing Director (2016-2017),
of Nuveen Fund Advisors, LLC; Executive
Vice President (since 2017), formerly,
Managing Director (2015-2017) of Nuveen
Securities and Nuveen Alternative
Investments, LLC; formerly, Managing
Director (2010-2015) of UBS Securities,
LLC.

Managing Director (since 2017), formerly,
Senior Vice President (2016-2017) and
Assistant Secretary (since 2016) of Nuveen
Fund Advisors, LLC; Managing Director
(since 2017) of Nuveen Securities, LLC.

Managing Director (since 2017), formerly
Senior Vice President (2016-2017) and Vice
President (2011-2016) of Nuveen.

Fund Tax Director for Nuveen Funds (since
2013); previously, Vice President of Morgan
Stanley Investment Management, Inc.,
Assistant Treasurer of the Morgan Stanley
Funds (2010-2013).

Number of
Portfolios
in Fund
Complex
Overseen by
Officer
75

75

171

171

171

169
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Name, Business Address

and Year of Birth
Mark L. Winget

333 West Wacker Drive
Chicago, IL 60606

(1968)

Gifford R. Zimmerman
333 West Wacker Drive
Chicago, IL 60606

(1956)

Board Leadership Structure and Risk Oversight

Position(s)
Held with
Fund

Vice
President
and
Assistant
Secretary

Vice
President
and
Secretary

Term of Office
and Length of
Time Served with
Funds in the Fund
Complex

Term Until
August 2018
Length of
Service
Since 2008

Term Until
August 2018
Length of
Service
Since 1988

Principal Occupations Including
Other Directorships During
Past Five Years

Vice President and Assistant Secretary of
Nuveen Securities, LLC (since 2008); Vice
President (since 2010) and Associate General
Counsel (since 2008) of Nuveen.

Managing Director (since 2002) and Assistant
Secretary of Nuveen Securities, LLC;
Managing Director (since 2002), Assistant
Secretary (since 1997) and Co-General
Counsel (since 2011) of Nuveen Fund
Advisors, LLC; Managing Director (since
2004) and Assistant Secretary (since 1994) of
Nuveen Investments, Inc.; Managing
Director, Assistant Secretary and Associate
General Counsel of Nuveen Asset
Management, LLC (since 2011); Vice
President (since 2017) Managing Director
(2003-2017) and Assistant Secretary (since
2003) of Symphony Asset Management LLC;
Managing Director and Assistant Secretary
(since 2002) of Nuveen Investments
Advisers, LLC; Vice President and Assistant
Secretary of NWQ Investment Management
Company, LLC, Santa Barbara Asset
Management, LLC (since 2006) and of
Winslow Capital Management, LLC (since
2010); Chartered Financial Analyst.

Number of
Portfolios
in Fund
Complex
Overseen by
Officer
171

171

The Board of Directors or the Board of Trustees (as the case may be, each is referred to hereafter as the Board ) oversees the operations and
management of the Nuveen Funds (the Funds ), including the duties performed for the Funds by its investment adviser. The Board has adopted a
unitary board structure. A unitary board consists of one group of trustees who serve on the board of every fund in the complex. In adopting a
unitary board structure, the trustees seek to provide effective governance through establishing a board, the overall composition of which, will, as
a body, possess the appropriate skills, independence and experience to oversee the Funds business. With this overall framework in mind, when
the Board, through its Nominating and Governance Committee discussed below, seeks nominees for the Board, the trustees consider, not only

the candidate s particular background, skills and experience, among other things, but also whether such background, skills and

44

170



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

experience enhance the Board s diversity and at the same time complement the Board given its current composition and the mix of skills and
experiences of the incumbent trustees.

The Board believes the unitary board structure enhances good and effective governance, particularly given the nature of the structure of the
investment company complex. Funds in the same complex generally are served by the same service providers and personnel and are governed by
the same regulatory scheme which raises common issues that must be addressed by the trustees across the fund complex (such as compliance,
valuation, liquidity, brokerage, trade allocation or risk management). The Board believes it is more efficient to have a single board review and
oversee common policies and procedures which increases the Board s knowledge and expertise with respect to the many aspects of fund
operations that are complex-wide in nature. The unitary structure also enhances the Board s influence and oversight over the investment advisor
and other service providers.

In an effort to enhance the independence of the Board, the Board also has a chairman that is an independent trustee. The Board recognizes that a
chairman can perform an important role in setting the agenda for the Board, establishing the boardroom culture, establishing a point person on
behalf of the Board for fund management, and reinforcing the Board s focus on the long-term interests of shareholders. The Board recognizes
that a chairman may be able to better perform these functions without any conflicts of interests arising from a position with fund management.
Accordingly, the trustees have elected Terence J. Toth as the independent chairman of the Board. Specific responsibilities of the chairman
include: (i) presiding at all meetings of the Board and of the shareholders; (ii) seeing that all orders and resolutions of the trustees are carried into
effect; and (iii) maintaining records of and, whenever necessary, certifying all proceedings of the trustees and the shareholders.

Although the Board has direct responsibility over various matters (such as advisory contracts, underwriting contracts and Fund performance), the
Board also exercises certain of its oversight responsibilities through several committees that it has established and which report back to the full
Board. The Board believes that a committee structure is an effective means to permit trustees to focus on particular operations or issues affecting
the Funds, including risk oversight. More specifically, with respect to risk oversight, the Board has delegated matters relating to valuation and
compliance to certain committees (as summarized below) as well as certain aspects of investment risk. In addition, the Board believes that the
periodic rotation of trustees among the different committees allows the trustees to gain additional and different perspectives of the Fund s
operations. The Board has established six standing committees: the Executive Committee, the Dividend Committee, the Closed-End Funds
Committee, the Audit Committee, the Compliance, Risk Management and Regulatory Oversight Committee and the Nominating and
Governance Committee. The Board also may from time to time create ad hoc committees to focus on particular issues as the need arises. The
membership and functions of the standing committees are summarized below.

The Executive Committee, which meets between regular meetings of the Board, is authorized to exercise all of the powers of the Board.
Effective July 1, 2018, Terence J. Toth, Chair, Margo L. Cook and William J. Schneider serve as the current members of the Executive
Committee of the Board. During the fiscal year ended July 31, 2017, the Executive Committee did not meet.

The Audit Committee assists the Board in the oversight and monitoring of the accounting and reporting policies, processes and practices of the
Funds, and the audits of the financial statements of the Funds; the quality and integrity of the financial statements of the Funds; the Funds
compliance with legal and regulatory requirements relating to the Funds financial statements; the independent auditors qualifications,
performance and independence; and the pricing procedures of the Funds and the internal valuation group of Nuveen. It is the responsibility of

the Audit Committee to select, evaluate and replace any independent auditors (subject only to Board and, if applicable, shareholder ratification)
and to determine their compensation. The Audit Committee is also responsible for, among other things, overseeing the valuation of securities
comprising the Funds portfolios. Subject to the Board s general supervision of such actions, the Audit Committee addresses any valuation issues,
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oversees the Funds pricing procedures and actions taken by Nuveen s internal valuation group which provides regular reports to the committee,
reviews any issues relating to the valuation of the Funds securities brought to its attention and considers the risks to the Funds in assessing the
possible resolutions to these matters. The Audit Committee may also consider any financial risk exposures for the Funds in conjunction with
performing its functions.

To fulfill its oversight duties, the Audit Committee receives annual and semi-annual reports and has regular meetings with the external auditors
for the Funds and the internal audit group at Nuveen. The Audit Committee also may review in a general manner the processes the Board or

other Board committees have in place with respect to risk assessment and risk management as well as compliance with legal and regulatory
matters relating to the Funds financial statements. The committee operates under a written charter adopted and approved by the Board. Members
of the Audit Committee shall be independent (as set forth in the charter) and free of any relationship that, in the opinion of the Trustees, would
interfere with their exercise of independent judgment as an Audit Committee member. Effective July 1, 2018, the members of the Audit
Committee are Jack B. Evans, Chair, William C. Hunter, John K. Nelson, Carole E. Stone and Terence J. Toth, each of whom is an independent
trustee of the Funds. During the fiscal year ended July 31, 2017, the Audit Committee met 4 times.

The Nominating and Governance Committee is responsible for seeking, identifying and recommending to the Board qualified candidates for
election or appointment to the Board. In addition, the Nominating and Governance Committee oversees matters of corporate governance,
including the evaluation of Board performance and processes, the assignment and rotation of committee members, and the establishment of
corporate governance guidelines and procedures, to the extent necessary or desirable, and matters related thereto. Although the unitary and
committee structure has been developed over the years and the Nominating and Governance Committee believes the structure has provided
efficient and effective governance, the committee recognizes that as demands on the Board evolve over time (such as through an increase in the
number of funds overseen or an increase in the complexity of the issues raised), the committee must continue to evaluate the Board and
committee structures and their processes and modify the foregoing as may be necessary or appropriate to continue to provide effective
governance. Accordingly, the Nominating and Governance Committee has a separate meeting each year to, among other things, review the
Board and committee structures, their performance and functions, and recommend any modifications thereto or alternative structures or
processes that would enhance the Board s governance over the Funds business.

In addition, the Nominating and Governance Committee, among other things, makes recommendations concerning the continuing education of
Trustees; monitors performance of legal counsel and other service providers; establishes and monitors a process by which security holders are be
able to communicate in writing with members of the Board; and periodically reviews and makes recommendations about any appropriate
changes to trustee compensation. In the event of a vacancy on the Board, the Nominating and Governance Committee receives suggestions from
various sources, including shareholders, as to suitable candidates. Suggestions should be sent in writing to William Siffermann, Managing
Director of Fund Board Relations, Nuveen, 333 West Wacker Drive, Chicago, IL 60606. The Nominating and Governance Committee sets
appropriate standards and requirements for nominations for new Trustees and reserves the right to interview any and all candidates and to make
the final selection of any new Trustees. In considering a candidate s qualifications, each candidate must meet certain basic requirements,
including relevant skills and experience, time availability (including the time requirements for due diligence site visits to internal and external
sub-advisors and service providers) and, if qualifying as an independent trustee candidate, independence from the Advisor, sub-advisors,
underwriters or other service providers, including any affiliates of these entities. These skill and experience requirements may vary depending on
the current composition of the Board, since the goal is to ensure an appropriate range of skills, diversity and experience, in the aggregate.
Accordingly, the particular factors considered and weight given to these factors will depend on the composition of the Board and the skills and
backgrounds of the incumbent Trustees at the time of consideration of the nominees. All candidates, however, must meet high expectations of
personal integrity, independence, governance experience and
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professional competence. All candidates must be willing to be critical within the Board and with management and yet maintain a collegial and
collaborative manner toward other Board members. The committee operates under a written charter adopted and approved by the Board.
Effective July 1, 2018, this committee is composed of the independent Trustees of the Funds. Accordingly, the members of the Nominating and
Governance Committee are Terence J. Toth, Chair, Jack B. Evans, William C. Hunter, Albin F. Moschner, John K. Nelson, Judith M. Stockdale,
Carole E. Stone, William J. Schneider, Margaret L. Wolff and Robert L. Young. During the fiscal year ended July 31, 2017, the Nominating and
Governance Committee met 5 times.

The Dividend Committee is authorized to declare distributions on the Funds shares including, but not limited to, regular and special dividends,
capital gains and ordinary income distributions. Effective July 1, 2018, the members of the Dividend Committee are William C. Hunter, Chair,
Albin F. Moschner, Terence J. Toth and Margaret L. Wolff. During the fiscal year ended July 31, 2017, the Dividend Committee met 3 times.

The Compliance, Risk Management and Regulatory Oversight Committee (the Compliance Committee ) is responsible for the oversight of
compliance issues, risk management and other regulatory matters affecting the Funds that are not otherwise the jurisdiction of the other
committees. The Board has adopted and periodically reviews policies and procedures designed to address the Funds compliance and risk
matters. As part of its duties, the Compliance Committee reviews the policies and procedures relating to compliance matters and recommends
modifications thereto as necessary or appropriate to the full Board; develops new policies and procedures as new regulatory matters affecting the
Funds arise from time to time; evaluates or considers any comments or reports from examinations from regulatory authorities and responses
thereto; and performs any special reviews, investigations or other oversight responsibilities relating to risk management, compliance and/or
regulatory matters as requested by the Board.

In addition, the Compliance Committee is responsible for risk oversight, including, but not limited to, the oversight of risks related to
investments and operations. Such risks include, among other things, exposures to particular issuers, market sectors, or types of securities; risks
related to product structure elements, such as leverage; and techniques that may be used to address those risks, such as hedging and swaps. In
assessing issues brought to the committee s attention or in reviewing a particular policy, procedure, investment technique or strategy, the
Compliance Committee evaluates the risks to the Funds in adopting a particular approach or resolution compared to the anticipated benefits to
the Funds and their shareholders. In fulfilling its obligations, the Compliance Committee meets on a quarterly basis, and at least once a year in
person. The Compliance Committee receives written and oral reports from the Funds Chief Compliance Officer ( CCO ) and meets privately with
the CCO at each of its quarterly meetings. The CCO also provides an annual report to the full Board regarding the operations of the Funds and
other service providers compliance programs as well as any recommendations for modifications thereto. The Compliance Committee also
receives reports from the investment services group of Nuveen regarding various investment risks. Notwithstanding the foregoing, the full Board
also participates in discussions with management regarding certain matters relating to investment risk, such as the use of leverage and hedging.
The investment services group therefore also reports to the full Board at its quarterly meetings regarding, among other things, Fund performance
and the various drivers of such performance. Accordingly, the Board directly and/or in conjunction with the Compliance Committee oversees
matters relating to investment risks. Matters not addressed at the committee level are addressed directly by the full Board. The committee
operates under a written charter adopted and approved by the Board. Effective July 1, 2018, the members of the Compliance Committee are John
K. Nelson, Chair, Albin F. Moschner, Judith M. Stockdale, Margaret L. Wolff and Robert L. Young. During the fiscal year ended July 31, 2017,
the Compliance Committee met 6 times.

The Closed-End Funds Committee is responsible for assisting the Board in the oversight and monitoring of the Nuveen Funds that are registered

as closed-end management investment companies ( Closed-End Funds ). The committee may review and evaluate matters related to the formation
and the initial presentation to the Board of any new Closed-End Fund and may review and evaluate any matters relating to any existing

Closed-End Fund.
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The committee operates under a written charter adopted and approved by the Board. Effective July 1, 2018, the members of the Closed-End
Funds Committee are Carole E. Stone, Chair, Margo L. Cook, Jack B. Evans, Albin F. Moschner, Terence J. Toth and Robert L. Young. During
the fiscal year ended July 31, 2017, the Closed-End Funds Committee met 4 times.

Board Diversification and Trustee Qualifications. Listed below for each current Board member are the experiences, qualifications, attributes
and skills that led to the conclusion, as of the date of this document, that each current trustee should serve as a trustee of the Funds.

Margo L. Cook

Ms. Cook is President of Nuveen Investments, Inc. ( Nuveen Investments ) since April 2017, prior to which she had been Co-Chief Executive
Officer and Co-President of Nuveen Investments from 2016-2017, prior to which she had been Senior Executive Vice President of Nuveen
Investments since July 2015. Ms. Cook is a member of the Senior Leadership Team and Executive Vice President (since 2017) of Nuveen, LLC,
as well as co-chair of Nuveen Investment s Management and Operating Committees. She is President (since August 2017), formerly,
Co-President (October 2016-August 2017), formerly, Senior Executive Vice President (2015-2016) of Nuveen Fund Advisors, LLC and
President, formerly, Co-President, Global Products and Solutions, and Co-Chief Executive Officer since 2015 of Nuveen Securities, LLC. Since
joining in 2008, she has held various leadership roles at Nuveen Investments, including as Head of Investment Services, responsible for
investment-related efforts across the firm. Ms. Cook also serves on the Board of Nuveen Global Fund Investors. Before joining Nuveen
Investments, she was the Global Head of Bear Stearns Asset Management s institutional business. Prior to that, she spent over 20 years within
BNY Mellon s asset management business; including as Chief Investment Officer for Institutional Asset Management and Head of Institutional
Fixed Income. Ms. Cook earned her bachelor s degree in finance from the University of Rhode Island, her Executive MBA from Columbia
University, and is a Chartered Financial Analyst. She serves as Vice Chair of The University of Rhode Island Foundation Board of Trustees and
Chair of the All Stars Project of Chicago Board.

Jack B. Evans

Mr. Evans has served as President of the Hall-Perrine Foundation, a private philanthropic corporation, since 1996. Mr. Evans was formerly
President and Chief Operating Officer of the SCI Financial Group, Inc., a regional financial services firm headquartered in Cedar Rapids, lowa.
Formerly, he was a member of the Board of the Federal Reserve Bank of Chicago as well as a Director of Alliant Energy and President Pro Tem
of the Board of Regents for the State of [owa University System. Mr. Evans is Chairman of the Board of United Fire Group, sits on the Board of
The American Board of Orthopaedic Surgery as a Public Member Director, and is a Life Trustee of Coe College. He has a Bachelor of Arts from
Coe College and an M.B.A. from the University of lowa.

William C. Hunter

Mr. Hunter became Dean Emeritus of the Henry B. Tippie College of Business at the University of lowa on June 30, 2012. He was appointed

Dean of the College on July 1, 2006. He had been Dean and Distinguished Professor of Finance at the University of Connecticut School of
Business from June 2003 to 2006. From 1995 to 2003, he was the Senior Vice President and Director of Research at the Federal Reserve Bank

of Chicago. While there he served as the Bank s Chief Economist and was an Associate Economist on the Federal Reserve System s Federal Open
Market Committee (FOMC). In addition to serving as a Vice President in charge of financial markets and basic research at the Federal Reserve
Bank in Atlanta, he held faculty positions at Emory University, Atlanta University, the University of Georgia and Northwestern University. A

past Director of the Credit Research Center at Georgetown University, SS&C Technologies, Inc. (2005) and past President of the Financial
Management Association International, he has consulted with numerous foreign central banks and official agencies in Western Europe, Central

and Eastern Europe, Asia, Central America and South America.
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From 1990 to 1995, he was a U.S. Treasury Advisor to Central and Eastern Europe. He has been a Director of the Xerox Corporation since 2004
and Wellmark, Inc. since 2009. He is a past President of Beta Gamma Sigma, Inc., The International Business Honor Society.

Albin F. Moschner

Mr. Moschner is a consultant in the wireless industry and, in July 2012, founded Northcroft Partners, LLC, a management consulting firm that
provides operational, management and governance solutions. Prior to founding Northcroft Partners, LLC, Mr. Moschner held various positions
at Leap Wireless International, Inc., a provider of wireless services, where he was as a consultant from February 2011 to July 2012, Chief
Operating Officer from July 2008 to February 2011, and Chief Marketing Officer from August 2004 to June 2008. Before he joined Leap
Wireless International, Inc., Mr. Moschner was President of the Verizon Card Services division of Verizon Communications, Inc. from 2000 to
2003, and President of One Point Services at One Point Communications from 1999 to 2000. Mr. Moschner also served at Zenith Electronics
Corporation as Director, President and Chief Executive Officer from 1995 to 1996, and as Director, President and Chief Operating Officer from
1994 to 1995. Since 2012, Mr. Moschner has been a member of the Board of Directors of USA Technologies, Inc. and, from 1996 until 2016, he
was a member of the Board of Directors of Wintrust Financial Corporation. In addition, he currently serves on the Advisory Boards of the
Kellogg School of Management (since 1995) and the Archdiocese of Chicago Financial Council (since May 2012). Mr. Moschner received a
Bachelor of Engineering degree in Electrical Engineering from The City College of New York in 1974 and a Master of Science degree in
Electrical Engineering from Syracuse University in 1979.

John K. Nelson

Mr. Nelson is currently on the Board of Directors of Corel2 LLC (since 2008), a private firm which develops branding, marketing, and
communications strategies for clients. Mr. Nelson has served in several senior executive positions with ABN AMRO Holdings N.V. and its
affiliated entities and predecessors, including LaSalle Bank Corporation from 1996 to 2008. From 2007 to 2008, Mr. Nelson was Chief
Executive Officer of ABN AMRO N.V. North America, and Global Head of its Financial Markets Division. He was a member of the Foreign
Exchange Committee of the Federal Reserve Bank of the United States, and during his tenure with ABN AMRO, served as the bank s
representative on various committees of the Bank of Canada, European Central Bank, and the Bank of England. At Fordham University, he
currently serves as a director of The Curran Center for Catholic American Studies, and The President s Council. He is also a member of The
Economic Club of Chicago. He was formerly a senior external advisor to the financial services practice of Deloitte Consulting LLP (2012-2014),
formerly a member of the Hyde Park Angels, and formerly, a Trustee at St. Edmund Preparatory School in New York City. He formerly served
as the Chairman of The Board of Trustees of Marian University. Mr. Nelson graduated and received his MBA from Fordham University.

William J. Schneider

Mr. Schneider is currently Chairman, formerly Senior Partner and Chief Operating Officer (retired, December 2004) of Miller-Valentine
Partners, a real estate investment company. He is an owner in several other Miller-Valentine entities. He is currently a member of the board of
WDPR Public Radio. He is formerly a Director and Past Chair of the Dayton Development Coalition. He was formerly a member of the
Community Advisory Board of the National City Bank in Dayton as well as a former member of the Business Advisory Council of the
Cleveland Federal Reserve Bank. Mr. Schneider was also a member of the Business Advisory Council for the University of Dayton College of
Business. Mr. Schneider was an independent Trustee of the Flagship Funds, a group of municipal open-end funds. He also served as Chair of the
Miami Valley Hospital and as Chair of the Finance Committee of its parent holding company. Mr. Schneider has a Bachelor of Science in
Community Planning from the University of Cincinnati and a Masters of Public Administration from the University of Dayton.
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Judith M. Stockdale

Ms. Stockdale retired in 2012 as Executive Director of the Gaylord and Dorothy Donnelley Foundation, a private foundation working in land
conservation and artistic vitality in the Chicago region and the Low Country of South Carolina. She is currently a board member of the U.S.
Endowment for Forestry and Communities (since November 2013) and rejoined the board of the Land Trust Alliance in June 2013. Her previous
positions include Executive Director of the Great Lakes Protection Fund, Executive Director of Openlands, and Senior Staff Associate at the
Chicago Community Trust. She has served on the Advisory Council of the National Zoological Park, the Governor s Science Advisory Council
(Illinois) and the Nancy Ryerson Ranney Leadership Grants Program. She has been a member of the Boards of Brushwood Center and the
Donors Forum. Ms. Stockdale, a native of the United Kingdom, has a Bachelor of Science degree in geography from the University of Durham
(UK) and a Master of Forest Science degree from Yale University.

Carole E. Stone

Ms. Stone is currently on the Board of Directors of CBOE Global Markets, Inc. (formerly, CBOE Holdings, Inc.), having previously served on
the Boards of the Chicago Board Options Exchange and C2 Options Exchange, Incorporated. Ms. Stone retired from the New York State
Division of the Budget in 2004, having served as its Director for nearly five years and as Deputy Director from 1995 through 1999. She has also
served as the Chair of the New York Racing Association Oversight Board, as a Commissioner on the New York Commission on Public
Authority Reform and as a member of the Boards of Directors of several New York State public authorities. Ms. Stone has a Bachelor of Arts
from Skidmore College in Business Administration.

Terence J. Toth

Mr. Toth, the Nuveen Funds Independent Chairman, was a Co-Founding Partner of Promus Capital (2008-2017). From 2012 to 2016, he was a
Director of LogicMark LLC. From 2008 to 2013, he was a Director of Legal & General Investment Management America, Inc. From 2004 to
2007, he was Chief Executive Officer and President of Northern Trust Global Investments, and Executive Vice President of Quantitative
Management & Securities Lending from 2000 to 2004. He also formerly served on the Board of the Northern Trust Mutual Funds. He joined
Northern Trust in 1994 after serving as Managing Director and Head of Global Securities Lending at Bankers Trust (1986 to 1994) and Head of
Government Trading and Cash Collateral Investment at Northern Trust from 1982 to 1986. He currently serves on the Board of Chicago
Fellowship, Fulcrum IT Service, LLC (since 2010), Quality Control Corporation (since 2012) and the Board of Catalyst Schools of Chicago. He
is on the Mather Foundation Board (since 2012) and is a member of its Investment Committee. Mr. Toth graduated with a Bachelor of Science
degree from the University of Illinois, and received his M.B.A. from New York University. In 2005, he graduated from the CEO Perspectives
Program at Northwestern University.

Margaret L. Wolff

Ms. Wolff retired from Skadden, Arps, Slate, Meagher & Flom LLP in 2014 after more than 30 years of providing client service in the Mergers
& Acquisitions Group. During her legal career, Ms. Wolff devoted significant time to advising boards and senior management on U.S. and
international corporate, securities, regulatory and strategic matters, including governance, shareholder, fiduciary, operational and management
issues. From 2013 to 2017, she was a Board member of Travelers Insurance Company of Canada and The Dominion of Canada General
Insurance Company (each of which is a part of Travelers Canada, the Canadian operation of The Travelers Companies, Inc.). Ms. Wolff has
been a trustee of New York-Presbyterian Hospital since 2005 and, since 2004, she has served as a trustee of The John A. Hartford Foundation (a
philanthropy dedicated to improving the care of older adults) where she currently is the Chair. From 2005 to 2015, she was a trustee of

Mt. Holyoke College and served as Vice Chair of the Board from 2011 to 2015. Ms. Wolff received her Bachelor of Arts from Mt. Holyoke
College and her Juris Doctor from Case Western Reserve University School of Law.
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Robert L. Young

Mr. Young has more than 30 years of experience in the investment management industry. From 1997 to 2017, he held various positions with J.P.
Morgan Investment Management Inc. ( J.P. Morgan Investment ) and its affiliates (collectively, J.P. Morgan ). Most recently, he served as Chief
Operating Officer and Director of J.P. Morgan Investment (from 2010 to 2016) and as President and Principal Executive Officer of the

J.P. Morgan Funds (from 2013 to 2016). As Chief Operating Officer of J.P. Morgan Investment, Mr. Young led service, administration and
business platform support activities for J.P. Morgan s domestic retail mutual fund and institutional commingled and separate account businesses,
and co-led these activities for J.P. Morgan s global retail and institutional investment management businesses. As President of the J.P. Morgan
Funds, Mr. Young interacted with various service providers to these funds, facilitated the relationship between such funds and their boards, and
was directly involved in establishing board agendas, addressing regulatory matters, and establishing policies and procedures. Before joining J.P.
Morgan, Mr. Young, a former Certified Public Accountant (CPA), was a Senior Manager (Audit) with Deloitte & Touche LLP (formerly,
Touche Ross LLP), where he was employed from 1985 to 1996. During his tenure there, he actively participated in creating, and ultimately led,
the firm s midwestern mutual fund practice. Mr. Young holds a Bachelor of Business Administration degree in Accounting from the University
of Dayton and, from 2008 to 2011, he served on the Investment Committee of its Board of Trustees.

Independent Chairman

The trustees have elected Terence J. Toth as the independent Chairman of the Board of Trustees. Specific responsibilities of the Chairman
include (a) presiding at all meetings of the Board of Trustees and of the shareholders; (b) seeing that all orders and resolutions of the trustees are
carried into effect; and (c) maintaining records of and, whenever necessary, certifying all proceedings of the trustees and the shareholders.

Class I trustees will serve until the 2019 annual meeting of shareholders; Class II trustees will serve until the 2020 annual meeting of
shareholders; and Class III trustees will serve until the 2021 annual meeting of shareholders. As each trustee s term expires, shareholders will be
asked to elect trustees and such trustees shall be elected for a term expiring at the time of the third succeeding annual meeting subsequent to their
election or thereafter in each case when their respective successors are duly elected and qualified. These provisions could delay for up to two
years the replacement of a majority of the Board of Trustees. See Certain Provisions in the Declaration of Trust and By-Laws in the Prospectus.

Share Ownership

The following table sets forth the dollar range of equity securities beneficially owned by each trustee as of December 31, 2017:

Aggregate Dollar Range
of Equity Securities in
All Registered
Investment Companies

Dollar Range "
of Equity Overseen by Trustees in
Securities in Nuveen Family Investment
the Fund Companies
Margo L. Cook None Over $100,000
Jack B. Evans None Over $100,000
William C. Hunter None Over $100,000
David J. Kundert™® None Over $100,000
Albin F. Moschner None Over $100,000
John K. Nelson None Over $100,000
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Aggregate Dollar Range
of Equity Securities in
All Registered
Investment Companies

Dollar Range "
of Equity Overseen by Trustees in
Securities in Nuveen Family Investment
the Fund Companies
William J. Schneider Over $100,000 Over $100,000
Judith M. Stockdale $ 10,001-$50,000 Over $100,000
Carole E. Stone None Over $100,000
Terence J. Toth None Over $100,000
Margaret L. Wolff None Over $100,000
Robert L. Young® None $50,001-$100,000

M Mr. Kundert retired from the Board, effective December 31, 2017.

@ Mr. Young joined the Board effective July 1, 2017.

As of June 30, 2018 no trustee who is not an interested person of the Fund or any of his or her immediate family members owns beneficially or
of record, any security issued by Nuveen Fund Advisors, Teachers Advisors, Nuveen, the Fund s principal underwriter or any person (other than
a registered investment company) directly or indirectly controlling, controlled by or under common control with Nuveen Fund Advisors,
Teachers Advisors, Nuveen or the Fund s principal underwriter.

As of June 30, 2018, the officers and trustees of the Fund, in the aggregate, beneficially owned less than 1% of the Fund s equity securities.
Compensation

The following table shows, for each independent trustee, (1) the aggregate compensation paid by the Fund for its fiscal year ended July 31, 2017,
(2) the amount of total compensation paid by the Fund that has been deferred and (3) the total compensation paid to each Trustee by the Nuveen
Funds during the calendar year ended December 31, 2017. The Fund does not have a retirement or pension plan. The officers and Trustees
affiliated with Nuveen Investments serve without any compensation from the Fund. Certain of the Nuveen Funds have a deferred compensation
plan (the Compensation Plan ) that permits any Trustee who is not an interested person of certain Nuveen Funds to elect to defer receipt of all or
a portion of his or her compensation as a Trustee. The deferred compensation of a participating Trustee is credited to the book reserve account of
a Nuveen Fund when the compensation would otherwise have been paid to the Trustee. The value of the Trustee s deferral account at any time is
equal to the value that the account would have had if contributions to the account had been invested and reinvested in shares of one or more of
the eligible Nuveen Funds. At the time for commencing distributions from a trustee s deferral account, the trustee may elect to receive
distributions in a lump sum or over a period of five years. The Fund will not be liable for any other Nuveen Fund s obligations to make
distributions under the Compensation Plan.

Amount of Total

Compensation
Aggregate That Has Total Compensation from
Compensation from Fund™® Been Deferred® Fund and Fund Complex®
Jack B. Evans $ 5,327 516 $ 352,156
William C. Hunter 4,910 337,875
David J. Kundert® 5,440 5,440 365,903
Albin F. Moschner 4,599 318,125
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Amount of Total

Compensation

Aggregate That Has Total Compensation from

Compensation from Fund® Been Deferred® Fund and Fund Complex®
John K. Nelson 5,535 366,125
William J. Schneider 6,414 6,414 420,018
Judith M. Stockdale 4,860 479 329,708
Carole E. Stone 5,500 2,827 358,638
Terence J. Toth 5,288 355,825
Margaret L. Wolff 4,907 1,686 329,503
Robert L. Young"”’ 82,707

(M The compensation paid, including deferred amounts, to the independent trustees for the fiscal year ended July 31, 2017 for services to the
Fund.

@ Pursuant to a deferred compensation agreement with certain of the Nuveen Funds, deferred amounts are treated as though an equivalent
dollar amount has been invested in shares of one or more eligible Nuveen Funds. Total deferred fees for the Fund (including the return
from the assumed investment in the eligible Nuveen Funds) payable are stated above.

& Based on the compensation paid (including any amounts deferred) for the calendar year ended December 31, 2017 for services to the
Nuveen open-end and closed-end funds. Because the funds in the Nuveen Fund Complex have different fiscal year ends, the amounts
shown in this column are presented on a calendar year basis. All trustees, except Robert L. Young, currently serve as trustee of 176
registered investment companies advised by Nuveen Fund Advisors.

@ Mr. Kundert retired from the Board, effective December 31, 2017.

®)  Mr. Young was appointed to the Board effective July 1, 2017. He was appointed as a director or trustee, as the case may be, of each of the
Nuveen Funds except Nuveen Diversified Dividend and Income Fund and Nuveen Real Estate Income Fund.

Effective January 1, 2018, Independent trustees receive a $185,000 annual retainer, increased from $177,500 as of January 1, 2017, increased

from $170,000 as of January 1, 2016, plus (a) a fee of $6,000 per day, increased from $5,750 per day as of January 1, 2017, for attendance in

person or by telephone at regularly scheduled meetings of the Board; (b) a fee of $3,000 per meeting for attendance in person or by telephone at
special, non-regularly scheduled Board Meetings where in-person attendance is required and $2,000 per meeting for attendance by telephone or
in person at such meetings where in-person attendance is not required; (c) a fee of $2,500 per meeting for attendance in person or by telephone at

Audit Committee meetings where in-person attendance is required and $2,000 per meeting for attendance by telephone or in person at such

meetings where in-person attendance is not required; (d) a fee of $2,500 per meeting for attendance in person or by telephone at Compliance,

Risk Management and Regulatory Oversight Committee meetings where in-person attendance is required and $2,000 per meeting for attendance

by telephone or in person at such meetings where in-person attendance is not required; (e) a fee of $1,000 per meeting for attendance in person

or by telephone at Dividend Committee meetings; (f) a fee of $500 per meeting for attendance in person or by telephone at all other committee
meetings ($1,000 for shareholder meetings) where in person attendance is required and $250 per meeting for attendance by telephone or in
person at such committee meetings (excluding shareholder meetings) where in-person attendance is not required and $100 per meeting when the

Executive Committee acts as pricing committee for IPOs, plus, in each case, expenses incurred in attending such meetings, provided that no fees

are received for meetings held on days on which regularly scheduled Board meetings are held and (g) a fee of $2,500 per meeting for attendance

in person or by telephone at Closed-End Funds Committee meetings where in-person attendance is required and $2,000 per meeting for
attendance by telephone or in person at such meetings where in-person attendance is not required; provided that no fees are received for
meetings held on days on which regularly scheduled Board meetings are held. In addition to the payments described above, the Chairman of the
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Board receives $80,000, increased to $90,000 as of January 1, 2018, and the chairpersons of the Audit Committee, the Dividend Committee, the
Compliance, Risk Management and Regulatory Oversight Committee, the Closed-End Funds Committee and the Nominating and Governance
Committee receive $12,500 each as additional retainers. Independent trustees also receive a fee of $3,000 per day for site visits to entities that
provide services to the Nuveen Funds on days on which no board meeting is held. When ad hoc committees are organized, the Nominating and
Governance Committee will at the time of formation determine compensation to be paid to the members of such committee; however, in general,
such fees will be $1,000 per meeting for attendance in person or by telephone at ad hoc committee meetings where in-person attendance is
required and $500 per meeting for attendance by telephone or in person at such meetings where in-person attendance is not required. The annual
retainer, fees and expenses are allocated among the Nuveen Funds on the basis of relative net assets, although management mays, in its
discretion, establish a minimum amount to be allocated to each fund. In certain instances fees and expenses will be allocated only to those
Nuveen Funds that are discussed at a given meeting.

The Fund has no employees. Its officers are compensated by Nuveen or its affiliates.
5% Shareholders

The persons who as of July 20, 2018, according to publicly available filings made with the SEC, held of record more than 5% of the equity
securities of the Fund are set forth below. To the knowledge of the Fund, no other persons own, directly or beneficially, 5% or more of the Fund s
equity securities.V

Name of Equity Percent of

Record
Security Name and Address of Owner Ownership
Common Shares First Trust Portfolios L.P.? 5.97%

120 East Liberty Drive,
Suite 400

Wheaton, Illinois 60187
Common Shares First Trust Advisors L.P.?

120 East Liberty Drive,
Suite 400

Wheaton, Illinois 60187
Common Shares The Charger Corporation®

120 East Liberty Drive,
Suite 400
Wheaton, Illinois 60187
M The information contained in this table is based on a Schedule 13G filing made January 25, 2018.

@ Shareholders filed their Schedule 13G jointly and did not differentiate holdings as to each entity.
INVESTMENT ADVISER, SUB-ADVISER AND PORTFOLIO MANAGERS

Investment Adviser. Nuveen Fund Advisors, the Fund s investment adviser, is responsible for determining the Fund s overall investment strategy
and its implementation, including the use of leverage and hedging. Nuveen Fund Advisors also is responsible for the ongoing monitoring of
Symphony, managing the Fund s business affairs and providing certain clerical, bookkeeping and other administrative services to the Fund.
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Nuveen Fund Advisors is an indirect subsidiary of Nuveen, LLC ( Nuveen ), the investment management arm of Teachers Insurance and Annuity
Association of America ( TIAA ). TIAA is a life insurance company founded in 1918 by the Carnegie Foundation for the Advancement of
Teaching and is the companion
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organization of College Retirement Equities Fund. As of March 31, 2018, Nuveen managed approximately $967 billion in assets, of which

approximately $139 billion was managed by Nuveen Fund Advisors.

Investment Management Agreement and Related Fees. Pursuant to an investment management agreement between Nuveen Fund Advisors and
the Fund ( Investment Management Agreement ), the Fund has agreed to pay an annual management fee for the overall advisory and

administrative services and general office facilities provided by Nuveen Fund Advisors. The Fund s management fee is separated into two
components a complex-level component, based on the aggregate amount of all fund assets managed by Nuveen Fund Advisors, and a specific
fund-level component, based only on the amount of assets within the Fund. This pricing structure enables Nuveen Fund shareholders to benefit
from growth in the assets within each individual fund as well as from growth in the amount of complex-wide assets managed by Nuveen Fund

Advisors.

Fund Level Fee. The annual fund-level fee for the Fund, payable monthly, is calculated according to the following schedule:

Average Daily Managed Assets* Fund-Level Fee Rate

For the first $500 million
For the next $500 million
For the next $500 million
For the next $500 million
For managed assets over $2 billion

rate, determined according to the following schedule, by the Fund s daily managed assets:

0.6800%
0.6550%
0.6300%
0.6050%
0.5800%

Complex Level Fee. The annual complex-level fee for the Fund, payable monthly, is calculated by multiplying the current complex-wide fee

Effective
Complex-Level

Complex-Level Eligible Fee Rate at
Asset Breakpoint Level* Breakpoint Level
$55 billion 0.2000%
$56 billion 0.1996%
$57 billion 0.1989%
$60 billion 0.1961%
$63 billion 0.1931%
$66 billion 0.1900%
$71 billion 0.1851%
$76 billion 0.1806%
$80 billion 0.1773%
$91 billion 0.1691%
$125 billion 0.1599%
$200 billion 0.1505%
$250 billion 0.1469%
$300 billion 0.1445%

* For the complex-level fees, managed assets include closed-end fund assets managed by Nuveen Fund Advisors that are attributable to

certain types of leverage. For these purposes, leverage includes the funds use of preferred stock and borrowings and certain investments in
the residual interest certificates (also called inverse floating rate securities) in tender option bond (TOB) trusts, including the portion of
assets held by a TOB trust that has been effectively financed by the trust s issuance of floating rate securities, subject to an agreement by
Nuveen Fund Advisors as to certain funds to limit the amount of such assets for determining managed assets in certain circumstances. The
complex level fee is calculated based upon the aggregate daily managed assets of all Nuveen open-end and closed-end funds that constitute
eligible assets. Eligible assets do not include assets attributable to investments in other Nuveen funds or assets in excess of a determined
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amount (originally $2 billion) added to the Nuveen fund complex in connection with Nuveen Fund Advisors assumption of the
management of the former First American Funds effective January 1, 2011. As of January 31, 2018, the complex-level fee rate for the
Fund was 0.1591%.

The following table sets forth the management fee paid by the Fund for the last three fiscal years:

Management Fee Net of Expense Expense Reimbursement
Reimbursement Paid for the Fiscal
for the Fiscal Year Ended Year Ended
Fiscal year ended July 31, 2017 $ 15,877,817 $
Fiscal year ended July 31, 2016 $ 15,974,811 $
Fiscal year ended July 31, 2015 $ 16,361,298 $

In addition to the fee of Nuveen Fund Advisors, the Fund pays all other costs and expenses of its operations, including compensation of its
trustees (other than those affiliated with Nuveen Fund Advisors), custodian, transfer agency and dividend disbursing expenses, legal fees,
expenses of independent auditors, expenses of repurchasing shares, expenses associated with any Borrowings, expenses of issuing any preferred
shares, expenses of preparing, printing and distributing shareholder reports, notices, proxy statements and reports to governmental agencies, and
taxes, if any. All fees and expenses are accrued daily and deducted before payment of dividends to investors.

A discussion regarding the Board of Trustees decision to renew the Investment Management Agreement is in the Fund s annual report to
shareholders dated July 31 of each year.

Sub-Adviser. Symphony Asset Management LLC, located at 555 California Street, Suite 3100, San Francisco, California 94104, serves as the
Fund s sub-adviser, pursuant to a sub-advisory agreement between Nuveen Fund Advisors and Symphony (the Sub-Advisory Agreement ).
Symphony, a registered investment adviser, commenced operations in 1994 and had approximately $21 billion in assets under management as of
March 31, 2018. Symphony is an indirect wholly-owned subsidiary of Nuveen. Symphony oversees day-to- day investment operations of the
Fund. Pursuant to the Sub-Advisory Agreement, Symphony will be compensated for the services it provides to the Fund with a portion of the
management fee Nuveen Fund Advisors receives from the Fund. Nuveen Fund Advisors and Symphony retain the right to reallocate investment
advisory responsibilities and fees between themselves in the future.

Sub-Advisory Agreement and Related Fees. Pursuant to a sub-advisory agreement between Nuveen Fund Advisor and Symphony (the

Sub-Advisory Agreement ), Symphony is compensated for the services it provides to the Fund with a portion of the management fee Nuveen
Fund Advisors receives from the Fund. Nuveen Fund Advisors and Symphony retain the right to reallocate investment advisory responsibilities
and fees between themselves in the future.

The following table sets forth the management fee paid by Nuveen Fund Advisors to Symphony for the last three fiscal years:

Sub-Adyvisory Fees

Paid by Nuveen
Fund Adyvisors to
Symphony
Fiscal year ended July 31, 2017 $ 7,275,684
Fiscal year ended July 31, 2016 $ 7,319,671
Fiscal year ended July 31, 2015 $ 7,496,689
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A discussion regarding the basis for the Board of Trustees decision to renew the Sub-Advisory Agreement for the Fund is available in the Fund s
annual report to shareholders dated July 31 of each year.

Nuveen Fund Advisors and Symphony retain the right to reallocate investment advisory responsibilities and fees between themselves in the
future.

Portfolio Managers. Unless otherwise indicated, the information below is provided as of the date of this Statement of Additional Information.

Portfolio Management. Gunther Stein (a Portfolio Manager ) is Chief Investment Officer (since 2009) and Chief Executive Officer (since 2010)
of Symphony. Prior to that, he was Director of Fixed Income Strategies from 2003 to 2009. Mr. Stein is responsible for leading Symphony s
fixed-income and equity investments strategies and research efforts. He has been a Portfolio Manager of the Fund since 1999. Prior to joining
Symphony in 1999, Mr. Stein was a high yield portfolio manager at Wells Fargo Bank, where he managed a high yield portfolio, was

responsible for investing in public high yield bonds and bank loans and managed a team of credit analysts.

Sutanto Widjaja (a Portfolio Manager ) is a member of Symphony s fixed-income team and his responsibilities include portfolio management for
Nuveen Credit Strategies Income Fund (since 2005) and other related strategies. Prior to joining Symphony in 2003, Mr. Widjaja was Manager
of Finance at WineShopper.com, an Analyst in investment banking at Robertson, Stephens & Company, and an Analyst at Accenture.

Other Accounts Managed by the Portfolio Managers. Each Portfolio Manager also has responsibility for the day-to-day management of accounts
other than the Fund. Information regarding these other accounts is set forth below.

NUMBER OF OTHER ACCOUNTS MANAGED AND ASSETS BY ACCOUNT TYPE AS OF JULY 31, 2017

Number of Assets of
Accounts with Accounts with
Type of Total Number Performance Performance

Portfolio Manager Account Managed of Accounts Total Assets Based Fees Based Fees
Gunther Stein Registered Investment

Companies 17 $ 6.51 billion 0 $ 0

Other Pooled Investment

Vehicles 39 $ 8.07 billion 5 $ 877 million

Other Accounts 10 $ 1.12 billion 0 $ 0
Sutanto Widjaja Registered Investment

Companies 0 $ 0 0 $ 0

Other Pooled Investment

Vehicles 1 $ 19.4 million 1 $ 42.7 million

Other Accounts 2 $ 2.08 million 0 $ 0

As described above, the portfolio manager may manage other accounts with investment strategies similar to the Fund, including other
investment companies and separately managed accounts. Fees earned by the sub-advisers may vary among these accounts and the portfolio
managers may personally invest in some but not all of these accounts. In addition, certain accounts may be subject to performance-based fees.
These factors could create conflicts of interest because a portfolio manager may have incentives to favor certain accounts over others, resulting
in other accounts outperforming the Fund. A conflict may also exist if a portfolio manager identified a limited investment opportunity that may
be appropriate for more than one account, but the Fund is not able to
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take full advantage of that opportunity due to the need to allocate that opportunity among multiple accounts. In addition, the portfolio manager
may execute transactions for another account that may adversely impact the value of securities held by the Fund. However, the Sub-adviser
believes that these risks are mitigated by the fact that accounts with like investment strategies managed by a particular portfolio manager are
generally managed in a similar fashion, subject to exceptions to account for particular investment restrictions or policies applicable only to
certain accounts, differences in cash flows and account sizes, and other factors. In addition, the Sub-adviser has adopted trade allocation
procedures so that accounts with like investment strategies are treated fairly and equitably over time.

Compensation. Symphony investment professionals receive compensation based on three elements: fixed base salary, participation in a bonus
pool and certain long-term incentives.

The fixed base salary is set at a level determined by Symphony and is reviewed periodically to ensure that it is competitive with base salaries
paid by similar financial services companies for persons playing similar roles.

Each Portfolio Manager is also eligible to receive an annual bonus from a pool based on Symphony s aggregate asset-based and performance fees
after all operating expenses. Bonus compensation for each individual is based on a variety of factors, including the performance of Symphony,

the Fund, the team and the individual. Fund performance is assessed on a pre-tax total return risk-adjusted basis, and generally measured relative
to the Fund s primary benchmark and/or industry peer group for one, three or five year periods as applicable.

Finally, certain key employees of Symphony, including the Portfolio Managers, have received profits interests in Symphony which entitle their
holders to participate in the firm s growth over time.

Conflicts of Interest. The portfolio managers may manage other accounts with investment strategies similar to the Fund, including other
investment companies and separately managed accounts. Fees earned by Symphony may vary among these accounts and the portfolio managers
may personally invest in some but not all of these accounts. These factors could create conflicts of interest because a portfolio manager may
have incentives to favor certain accounts over others, resulting in other accounts outperforming the Fund. A conflict may also exist if a portfolio
manager identified a limited investment opportunity that may be appropriate for more than one account, but the Fund is not able to take full
advantage of that opportunity due to the need to allocate that opportunity among multiple accounts. In addition, the portfolio managers may
execute transactions for another account that may adversely impact the value of securities held by the Fund. However, Symphony believes that
these risks are mitigated by the fact that accounts with like investment strategies managed by a particular portfolio manager are generally
managed in a similar fashion, subject to exceptions to account for particular investment restrictions or policies applicable only to certain
accounts, differences in cash flows and account sizes, and other factors. In addition, Symphony has adopted trade allocation procedures so that
accounts with like investment strategies are treated fairly and equitably over time.

Ownership of Fund Shares by the Portfolio Managers. As of July 31, 2017, the Portfolio Managers beneficially owned (as determined pursuant
to Rule 16a-1(a)(2) under the 1934 Act) shares of the Fund having values within the indicated dollar ranges.

Dollar Range of Equity Securities

Portfolio Manager Beneficially Owned in the Fund
Gunther Stein None
Sutanto Widjaja None

CODE OF ETHICS

The Fund, Nuveen Fund Advisors, Symphony, Nuveen and other related entities have adopted codes of ethics that essentially prohibit certain of
their personnel, including the Fund s Portfolio Managers, from engaging
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in personal investments that compete or interfere with, or attempt to take advantage of a client s, including the Fund s, anticipated or actual
portfolio transactions, and are designed to assure that the interests of clients, including Fund shareholders, are placed before the interests of
personnel in connection with personal investment transactions. Personnel subject to the Code of Ethics may purchase shares of the Fund and

may generally invest in securities in which the Fund may also invest subject to the restrictions set forth in the Code of Ethics. Text-only versions
of the Codes of Ethics of the Fund, Nuveen Fund Advisors, Symphony, and Nuveen can be viewed online or downloaded from the EDGAR
Database on the SEC s internet web site at www.sec.gov. You may also review and copy those documents by visiting the SEC s Public Reference
Room in Washington, D.C. Information on the operation of the Public Reference Room may be obtained by calling the SEC at 202-551-8090. In
addition, copies of those codes of ethics may be obtained, after mailing the appropriate duplicating fee, by writing to the SEC s Public Reference
Section, 100 F Street, N.E., Washington, D.C. 20549 or by e-mail request at publicinfo @sec.gov.

PROXY VOTING POLICIES AND PROCEDURES

The Fund invests its assets primarily in debt securities, which generally do not issue proxies. However, the Fund may hold other types of
securities that may issue proxies. The Fund has adopted a proxy voting policy that seeks to ensure that proxies for securities held by the Fund are
voted consistently and solely in the best economic interests of the Fund.

PROXY VOTING POLICIES

The Fund has delegated authority to Nuveen Fund Advisors to vote proxies for securities held by the Fund, and Nuveen Fund Advisors has in
turn delegated that responsibility to the sub-adviser. Nuveen Fund Advisors proxy voting policy establishes minimum standards for the exercise
of proxy voting authority by the sub-adviser.

A member of the Fund s management team is responsible for oversight of the Fund s proxy voting process. With regard to equity securities,
Symphony has engaged the services of Institutional Shareholder Services Inc. ( ISS ) to make recommendations on the voting of proxies relating
to securities held by the Fund and managed by Symphony. ISS provides voting recommendations based upon established guidelines and

practices. Symphony reviews and frequently follows ISS recommendations. However, on selected issues, Symphony may not vote in accordance
with the ISS recommendations when it believes that specific ISS recommendations are not in the best economic interest of the Fund. If

Symphony manages the assets of a company or its pension plan and any of Symphony s clients hold any securities of that company, Symphony
will vote proxies relating to such company s securities in accordance with the ISS recommendations to avoid any conflict of interest. Where a
material conflict of interest has been identified by Symphony and ISS does not offer a recommendation on the matter, Symphony shall disclose
the conflict and Symphony s Proxy Voting Committee shall determine the manner in which to vote and notify the Fund s Board of Trustees or its
designated committee.

Although Symphony has affiliates that provide investment advisory, broker-dealer, insurance or other financial services, Symphony does not
receive non-public information about the business arrangements of such affiliates (except with regard to major distribution partners of its
investment products) or the directors, officers and employees of such affiliates. Therefore, Symphony is unable to consider such information
when determining whether there are material conflicts of interests.

Symphony has adopted the ISS Proxy Voting Guidelines. While these guidelines are not intended to be all-inclusive, they do provide guidance
on the sub-adviser s general voting policies. Please see Appendix E for the ISS United States Concise Proxy Voting Guidelines.

Voted Proxies. Information regarding how the Fund voted proxies (for periods subsequent to the Fund commencing operations) relating to
portfolio securities during the most recent 12-month period ending June 30
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(or any lesser period of time ending June 30 if the Fund has not been operating for that long) of each year is available starting August 31 of that
year without charge, upon request, by calling toll free (800) 257-8787 or by accessing the SEC s website at http://www.sec.gov. This reference to
the website does not incorporate the contents of the website in the Prospectus or the SAIL

PORTFOLIO TRANSACTIONS AND BROKERAGE

Subject to the supervision of the Board of Trustees, Symphony, with respect to the securities for which it is responsible, is responsible for
decisions to buy and sell securities for the Fund, the negotiation of the prices to be paid for principal trades and the allocation of transactions
among various dealer firms. Transactions on stock exchanges involve the payment by the Fund of brokerage commissions. There generally is no
stated commission in the case of securities traded in the over-the-counter market but the price paid by the Fund usually includes an undisclosed
dealer commission or mark-up. In certain instances, the Fund may make purchases of underwritten issues at prices which include underwriting
fees.

Portfolio securities may be purchased directly from an underwriter or in the over-the-counter market from the principal dealers in such
securities, unless it appears that a better price or execution may be obtained through other means. Portfolio securities will not be purchased from
Nuveen Securities or its affiliates or affiliates of Symphony except in compliance with the 1940 Act. With respect to interests in Adjustable Rate
Loans, the Fund generally will engage in privately negotiated transactions for purchase or sale in which Symphony will negotiate on behalf of
the Fund, although a more developed market may exist for many Adjustable Rate Loans. The Fund may be required to pay fees, or forgo a
portion of interest and any fees payable to the Fund, to the lender selling participations or assignments to the Fund. Symphony will determine the
lenders from whom the Fund will purchase assignments and participations by considering their professional ability, level of service, relationship
with the Borrower, financial condition, credit standards and quality of management. See Risk Factors in the Prospectus.

It is the policy of Symphony to seek the best execution under the circumstances of each trade. Symphony will evaluate price as the primary
consideration, with the financial condition, reputation and responsiveness of the dealer considered secondary in determining best execution.
Given the best execution obtainable, it will be Symphony s practice to select dealers which, in addition, furnish research information (primarily
credit analyses of issuers and general economic reports) and statistical and other services to Symphony. It is not possible to place a dollar value
on information and statistical and other services received from dealers. Since it is only supplementary to Symphony s own research efforts, the
receipt of research information is not expected to reduce significantly Symphony s expenses. While Symphony will be primarily responsible for
the placement of the business of the Fund, the policies and practices of Symphony in this regard must be consistent with the foregoing and will,
at all times, be subject to review by the Board of Trustees of the Fund.

Symphony may manage other investment accounts and investment companies for other clients that may invest in the same types of securities as
the Fund and which may have investment objectives similar to those of the Fund. Symphony seeks to allocate portfolio transactions equitably
whenever concurrent decisions are made to purchase or sell assets or securities by the Fund and another advisory account. If an aggregated order
cannot be filled completely, allocations will generally be made on a pro rata basis. An order may not be allocated on a pro rata basis where, for
example (i) consideration is given to portfolio managers who have been instrumental in developing or negotiating a particular investment;

(ii) consideration is given to an account with specialized investment policies that coincide with the particulars of a specific investment; (iii) pro
rata allocation would result in odd-lot or de minimis amounts being allocated to a portfolio or other client; or (iv) where the Adviser reasonably
determines that departure from a pro rata allocation is advisable. There may also be instances where the Fund will not participate at all in a
transaction that is allocated among other accounts. While these allocation procedures could have a detrimental effect on the price or amount of
the securities available to the Fund from time to time, it is the opinion of the Board of Trustees that the benefits available from Symphony s
management
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outweigh any disadvantage that may arise from Symphony s larger management activities and its need to allocate securities.

Substantially all of the Fund s trades are effected on a principal basis. The following table sets forth the aggregate amount of brokerage
commissions paid by the Fund for the last three fiscal years:

Brokerage Commissions Paid

Fiscal year ended July 31, 2017 $ 40,289
Fiscal year ended July 31, 2016 $ 302,548
Fiscal year ended July 31, 2015 $ 353,851

During the fiscal year ended July 31, 2017, the Fund paid $39,821 to brokers as commissions in return for research services and the aggregate
amount of those transactions on which such commissions were paid was $26,304,586,874.

During the fiscal year ended July 31, 2017, the Fund has acquired the securities of its regular brokers or dealers as defined in Rule 10b-1 under
the 1940 Act or of the parents of the brokers or dealers. The following table sets forth those brokers or dealers and states the value of the Fund's
aggregate holdings of the securities of each issuer as of July 31, 2017:

Aggregate Fund
Holdings of
Broker/Dealer or
Parent (as of

Broker/Dealer Issuer July 31, 2017)
Morgan Stanley Co., Inc. Morgan Stanley, Credit Default Swap $ 1,375,436*
Barclays Bank Barclays, Short Term High Yield Bond ETF

State Street Bank & Trust Co. Fixed Income Clearing Corporation, Repurchase Agreement

* Amount reflects unrealized appreciation/depreciation.

Under the 1940 Act, the Fund may not purchase portfolio securities from any underwriting syndicate of which the Distributor is a member
except under certain limited conditions set forth in Rule 10f-3. The Rule sets forth requirements relating to, among other things, the terms of a
security purchased by the Fund, the amount of securities that may be purchased in any one issue and the assets of the Fund that may be invested
in a particular issue. In addition, purchases of securities made pursuant to the terms of the Rule must be approved at least quarterly by the Board
of Trustees, including a majority of the independent trustees.

NET ASSET VALUE

The Fund determines the net asset value of its shares daily, as of the close of regular session trading on the New York Stock Exchange ( NYSE )
(normally 4:00 p.m., Eastern Time). Net asset value is computed by dividing the value of all assets of the Fund (including accrued interest and
dividends), less all liabilities (including accrued expenses and dividends declared but unpaid), by the total number of Common Shares
outstanding. In addition, accrued payments to the Fund under such transactions will be assets of the Fund and accrued payments by the Fund will
be liabilities of the Fund.

The Fund uses an independent pricing service to value most Adjustable Rate Loans and other debt securities at their market value or at a fair
value determined by the independent pricing service. The Fund will use the fair value method to value loans or other securities if the
independent pricing service is unable to provide a market or fair value for them or if the market value provided by the independent pricing
service is deemed unreliable, or if
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events occurring after the close of a securities market and before the Fund values its Managed Assets would materially affect net asset value.
The Fund currently expects that the independent pricing service will be unable to provide a market or fair value for most of the privately
negotiated subordinated loans issued by middle-market companies in which the Fund may invest. The Fund will determine a fair value of such
loans on a daily basis and may engage an independent appraiser to periodically provide an independent determination of such fair value. A
security that is fair valued may be valued at a price higher or lower than actual market quotations or the value determined by other funds using
their own fair value procedures.

An independent pricing service typically will value Adjustable Rate Loans at the mean of the highest bona fide bid and lowest bona fide ask
prices when current quotations are readily available. Adjustable Rate Loans for which current quotations will not be readily available are valued
at a fair value as determined by the pricing service provider using a wide range of market data and other information and analysis, including
credit considerations considered relevant by the pricing service provider to determine valuations. The procedures of any independent pricing
service and its valuations will be reviewed by the officers of the Fund under the general supervision of the Board of Trustees. If the Fund
believes that a value provided by a pricing service provider does not represent a fair value as a result of information specific to that Adjustable
Rate Loan or Borrower thereunder or its affiliates, which the Fund believes that the pricing agent may not be aware, the Fund may in its
discretion value the Adjustable Rate Loan subject to procedures approved by the Board of Trustees and reviewed on a periodic basis, and the
Fund will utilize that price instead of the price as determined by the pricing service provider. In addition to such information the Fund will
consider, among other factors, (i) the creditworthiness of the Borrower and (ii) the current interest rate, the period until the next interest rate reset
and maturity of such Adjustable Rate Loan interests in determining a fair value of an Adjustable Rate Loan. If the independent pricing service
does not provide a value for an Adjustable Rate Loan or if no pricing service provider is then acting, a value will be determined by the Fund in
the manner described above.

It is expected that the Fund s net asset value will fluctuate as a function of interest rate and credit factors. Non-loan holdings (other than debt
securities, including short term obligations) may be valued on the basis of prices furnished by one or more pricing services that determine prices
for normal, institutional-size trading units of such securities using market information, transactions for comparable securities and various
relationships between securities which are generally recognized by institutional traders. In certain circumstances, portfolio securities will be
valued at the last sale price on the exchange that is the primary market for such securities, or the average of the last quoted bid price and asked
price for those securities for which the over-the-counter market is the primary market or for listed securities in which there were no sales during
the day. Marketable securities listed on the NASDAQ National Market System are valued at the NASDAQ official closing price. The value of
interest rate swaps will be based upon a dealer quotation.

Debt securities for which the over-the-counter market is the primary market are normally valued on the basis of prices furnished by one or more
pricing services at the mean between the latest available bid and asked prices. Over-the counter options are valued at the mean between the bid
and asked prices provided by dealers. Financial futures contracts listed on commodity exchanges and exchange-traded options are valued at
closing settlement prices. Short-term obligations having remaining maturities of less than 60 days are valued at amortized cost, which
approximates value, unless the Board of Trustees determines that under particular circumstances such method does not result in fair value. Debt
securities (other than short-term obligations) may be valued on the basis of valuations furnished by a pricing service that determines valuations
based upon market transactions for normal, institutional-size trading units of such securities. Securities for which there is no such quotation or
valuation and all other assets are valued at fair value as determined in good faith by or at the direction of the Fund s Board of Trustees.

Generally, trading in many foreign securities that the Fund may hold will be substantially completed each day at various times prior to the close
of the NYSE. The values of these securities used in determining the net asset value of the Fund generally will be computed as of such times.
Occasionally, events affecting the value of foreign securities may occur between such times and the close of the NYSE, which will not be
reflected in the
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computation of the Fund s net asset value (unless the Fund deems that such events would materially affect its net asset value, in which case an
adjustment would be made and reflected in such computation). The Fund may rely on an independent fair valuation service in making any such
adjustment. Foreign securities and currency held by the Fund will be valued in U.S. dollars; such values will be computed by the custodian based
on foreign currency exchange rate quotations supplied by an independent quotation service.

DISTRIBUTIONS

The Fund pays regular monthly distributions to Common Shareholders at a level rate (stated in terms of a fixed cents per Common Share
dividend rate) that reflects the past and projected performance of the Fund. Distributions can only be made from net investment income after
paying any accrued dividends to preferred shareholders, if any, and interest and required principal payments on borrowings. The Fund does not
currently have any preferred shares outstanding.

To permit the Fund to maintain a more stable monthly distribution, the Fund may from time to time distribute less than the entire amount of net
investment income earned in a particular period. Such undistributed net investment income would be available to supplement future
distributions, including distributions that might otherwise have been reduced by a decrease in the Fund s monthly net income due to fluctuations
in investment income or expenses, an increase in interest payments on borrowings or due to an increase in the dividend rate on the Fund s Term
Preferred Shares, including other outstanding preferred shares, if issued in the future. As a result, the distributions paid by the Fund for any
particular period may be more or less than the amount of net investment income actually earned by the Fund during such period. However, the
Fund intends to maintain distributions of net investment income for any period in amounts sufficient to continue to qualify under Subchapter M
of the Internal Revenue Code for treatment as a regulated investment company (as explained more fully below in Tax Matters ). Undistributed
net investment income will be added to the Fund s net asset value and, correspondingly, distributions from undistributed net investment income
will be deducted from the Fund s net asset value.

As explained more fully below in Tax Matters, the Fund might not distribute to Common Shareholders all or a portion of any net capital gain
(which is the excess of net long-term capital gain over net short-term capital loss) for a taxable year. If the Fund does not distribute all of its net
capital gain for a taxable year, it will pay U.S. federal income tax on the retained gain. Each Common Shareholder of record as of the end of the
Fund s taxable year will include in income for federal income tax purposes, as long-term capital gain will be deemed to have paid his or her
proportionate share of the tax paid by the Fund, and will be entitled to an income tax credit or refund for that share of the tax. The Fund will treat
retained capital gains as a substitute for equivalent cash distributions. While not currently anticipated, if the Fund makes total distributions

during a given calendar year in an amount that exceeds the Fund s net investment income and net realized long-term capital gains for the calendar
year, the excess will generally be treated by Common Shareholders as a return of capital for tax purposes.

For tax purposes, the Fund is currently required to allocate net capital gain and other taxable income, if any, between Common Shares and Term
Preferred Shares (including other preferred shares, if preferred shares are issued in the future), in proportion to total dividends paid to each class
for the year in which such net capital gain or other taxable income is realized. For information relating to the impact of the issuance of preferred
shares on the distributions made by the Fund to Common Shareholders, see the Fund s Prospectus under Use of Leverage.
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PLAN OF DISTRIBUTION

The Fund may sell, on an immediate, continuous or delayed basis, in one or more offerings under this Prospectus and any related prospectus
supplement, the Term Preferred Shares offered under this Prospectus through

underwriting syndicates; and

privately negotiated transactions.
The aggregate amount of Term Preferred Shares that the Fund may offer in connection with this offering is limited to $250,000,000. The Fund
will bear the expenses of the offering, including but not limited to, the expense of preparing the Prospectus and Statement of Additional
Information for the offering, and the expense of counsel and auditors in connection with the offering.

Distribution Through Underwriting Syndicates

The Fund from time to time may issue Term Preferred Shares through a syndicated offering. The Fund will launch a syndicated offering on a
day, and upon terms, mutually agreed upon between the Fund and the underwriting syndicate, as described in a prospectus supplement.

The Fund will offer Term Preferred Shares at a price of $1,000 per share, including underwriting discounts and commissions, which will be paid
by investors. The applicable underwriting discounts and commissions will be negotiated by the Fund in consultation with the underwriting
syndicate and will be disclosed in a prospectus supplement.

Privately Negotiated Transactions

The Fund from time to time may sell directly to, and solicit offers from, institutional and other sophisticated investors, who may be deemed to be
underwriters, as defined in the 1933 Act, for any resale of the Term Preferred Shares.

The terms of such privately negotiated transactions will be subject to the discretion of the management of the Fund. In determining whether to
sell Term Preferred Shares through a privately negotiated transaction, the Fund will consider relevant factors including, but not limited to, the
attractiveness of obtaining additional funds through the sale of Term Preferred Shares, the purchase price to apply to any such sale of Term
Preferred Shares and the person seeking to purchase the Term Preferred Shares.

Term Preferred Shares issued by the Fund through privately negotiated transactions will be issued at a price and an applicable discount
determined by the Fund on a transaction-by-transaction basis and will be disclosed in a prospectus supplement.
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DESCRIPTION OF OUTSTANDING SHARES AND DEBT
Common Shares

The Declaration authorizes the issuance of an unlimited number of Common Shares. The Common Shares have a par value of $0.01 per share
and, subject to the rights of holders of Preferred Shares, including Term Preferred Shares issued, have equal rights to the payment of dividends
and the distribution of assets upon liquidation. The Common Shares when issued, were fully paid and, subject to matters discussed in Certain
Provisions in the Declaration of Trust and By-Laws, non-assessable, and have no pre-emptive or conversion rights except as may be determined
by the Board of Trustees, in their sole discretion, or rights to cumulative voting. Each whole Common Share has one vote with respect to matters
upon which a shareholder vote is required, and each fractional share shall be entitled to a proportional fractional vote consistent with the
requirements of the 1940 Act and the rules promulgated thereunder, and will vote together as a single class. Whenever the Fund incurs
Borrowings and/or Preferred Shares are outstanding, Common Shareholders will not be entitled to receive any cash distributions from the Fund
unless all interest on such Borrowings has been paid and all accrued dividends on Preferred Shares have been paid, unless asset coverage (as
defined in the 1940 Act) with respect to any borrowings would be at least 300% after giving effect to the distributions and asset coverage (as
defined in the 1940 Act) with respect to Preferred Shares would be at least 200% after giving effect to the distributions. See  Preferred Shares
below.

The Common Shares are listed on the NYSE and trade under the ticker symbol JQC . The Fund intends to hold annual meetings of shareholders
so long as the Common Shares are listed on a national securities exchange and such meetings are required as a condition to such listing. The
Fund will not issue share certificates.

Unlike open-end funds, closed-end funds like the Fund do not provide daily redemptions. Rather, if a Common Shareholder determines to buy
additional Common Shares or sell shares already held, the Common Shareholder may conveniently do so by trading on the exchange through a
broker or otherwise. Common Shares of closed-end investment companies may frequently trade on an exchange at prices lower than NAV.
Common Shares of closed-end investment companies like the Fund have during some periods traded at prices higher than NAV and have during
other periods traded at prices lower than NAV.

Because the market value of the Common Shares may be influenced by such factors as distribution levels (which are in turn affected by
expenses), call protection, dividend stability, portfolio credit quality, NAV, relative demand for and supply of such shares in the market, general
market and economic conditions, and other factors beyond the control of the Fund, the Fund cannot assure you that Common Shares will be
trading at a price equal to or higher than NAV in the future. The Common Shares are designed primarily for long-term investors, and investors in
the Common Shares should not view the Fund as a vehicle for trading purposes. See Repurchase of Fund Shares; Conversion to Open-End Fund.

Senior Securities Representing Indebtedness

The Fund s Declaration authorizes the Fund, without approval of the Common Shareholders, to borrow money. In this connection, the Fund may
issue senior securities representing indebtedness, which are bonds, debentures, notes or similar obligations or instruments constituting a security
and evidencing indebtedness (including the Fund s obligations under any Borrowings), and may secure any such senior securities representing
indebtedness by mortgaging, pledging or otherwise subjecting as security the Fund s assets. Any senior securities representing indebtedness will
likely be ranked senior or equal to all other existing and future debt of the Fund. In connection with any Borrowings, the Fund may be required

to maintain minimum average balances with the lender or to pay a commitment or other fee to maintain a line of credit. Any such requirements
will increase the cost of borrowing over the stated interest rate.

As noted above, the Fund has entered into the Credit Facilities with the Noteholder and Société Générale. Under the terms of the Credit
Facilities, the Fund cannot make any redemption or dividend payment on the Term
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Preferred Shares if a default (or insolvency event) exists or would result from such payment; provided that, until the Noteholder takes certain
actions with respect to the default (or insolvency event), the Fund may make payments following the default (or insolvency event) solely to the
extent necessary to enable the Fund to maintain its status as a regulated investment company under Section 851 of the Internal Revenue Code of
1986, as amended (the Code ) and to avoid the imposition of an excise tax on the Fund under Section 4982 of the Code. If the Fund fails to have
asset coverage of at least 222% at any time, the Fund must submit a prepayment plan and within 10 Business Days use available funds to prepay
Borrowings, such that the Fund regains asset coverage with respect to the sum of total Borrowings outstanding under the Credit Agreement and
the Repo Facility of at least 256%.

The rights of lenders, including Société Générale and the Noteholder, to the Fund to receive interest on and repayment of principal of any such
Borrowings is senior to those of the Shareholders, and the terms of these Borrowings contain provisions which limit certain activities of the
Fund, including the payment of dividends to Shareholders in certain circumstances. Further, the 1940 Act does (in certain circumstances) grant
to the lenders to the Fund certain voting rights in the event of default in the payment of interest on or repayment of principal. In the event that
such provisions would impair the Fund s eligibility for treatment as a regulated investment company under the Code, the Fund will attempt to
repay or restructure the Borrowings to preserve that eligibility. Borrowings, including the Credit Agreement, are ranked senior or equal to all
other existing and future borrowings of the Fund. The Fund may also borrow up to an additional 5% of its total assets for temporary purposes.
The Fund may also borrow money for repurchase of its shares or as a temporary measure for extraordinary or emergency situations. See
Investment Restrictions above.

Notwithstanding the foregoing, at any time, should the Fund have outstanding any senior securities representing indebtedness , the Fund may not
purchase, redeem or acquire any of its Common Shares or Preferred Shares unless at the time of such purchase, redemption, or acquisition, the
asset coverage of such senior securities representing indebtedness pursuant to the 1940 Act (determined after deducting the acquisition price of
such Common or Preferred Shares) is at least 300%. Additionally, the Fund will generally not be permitted to declare dividends or other
distributions on its Common Shares unless, at the time of such declaration or distribution, the asset coverage applicable to such senior securities
representing indebtedness pursuant to the 1940 Act (determined after deducting the dividend or distribution amount) is at least 300%. Further,
the 1940 Act (in certain circumstances) grants to the holders of such senior securities representing indebtedness (1) the right to declare a default,
and (2) certain voting rights, in the event that specified asset coverage levels on such senior debt securities are not maintained. Specifically, in
accordance with Section 18 of the 1940 Act, it shall be deemed an event of default if the asset coverage of such senior debt securities falls below
100% on the last business day of each month for 24 consecutive calendar months. In addition, senior debt security holders will be permitted to
elect at least a majority of the Fund s trustees if the asset coverage of such senior debt securities falls below 100% on the last business day of
each month for a 12 calendar month period. These voting rights will continue until such asset coverage equals at least 110% on the last business
day of each month for three consecutive calendar months. The provisions described in this paragraph do not apply, however, to bank or other
privately arranged debt that is not intended to be publicly distributed.

In addition, as with the issuance of Preferred Shares, certain types of leverage may result in the Fund being subject to certain restrictions
imposed by guidelines of one or more rating agencies that may issue ratings for commercial paper or notes issued by the Fund. Such restrictions
may be more stringent than those imposed by the 1940 Act.

Inter-Fund Borrowing and Lending. The SEC has granted an exemptive order permitting the Nuveen registered open-end and closed-end
funds, including the Fund, to participate in an inter-fund lending facility whereby those funds may directly lend to and borrow money from each
other for temporary purposes (e.g., to satisfy redemption requests or when a sale of securities fails, resulting in an unanticipated cash shortfall)
(the Inter-Fund Program ). The closed-end Nuveen funds will participate only as lenders, and not as borrowers, in the Inter-Fund Program
because such closed-end funds rarely, if ever, need to borrow cash to meet redemptions.
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The Inter-Fund Program is subject to a number of conditions, including, among other things, the requirements that (1) no fund may borrow or
lend money through the Inter-Fund Program unless it receives a more favorable interest rate than is typically available from a bank or other
financial institution for a comparable transaction; (2) no fund may borrow on an unsecured basis through the Inter-Fund Program unless the

fund s outstanding borrowings from all sources immediately after the inter-fund borrowing total 10% or less of its total assets; provided that if the
borrowing fund has a secured borrowing outstanding from any other lender, including but not limited to another fund, the inter-fund loan must

be secured on at least an equal priority basis with at least an equivalent percentage of collateral to loan value; (3) if a fund s total outstanding
borrowings immediately after an inter-fund borrowing would be greater than 10% of its total assets, the fund may borrow through the inter-fund
loan on a secured basis only; (4) no fund may lend money if the loan would cause its aggregate outstanding loans through the Inter-Fund

Program to exceed 15% of its net assets at the time of the loan; (5) a fund s inter-fund loans to any one fund shall not exceed 5% of the lending
fund s net assets; (6) the duration of inter-fund loans will be limited to the time required to receive payment for securities sold, but in no event
more than seven days; and (7) each inter-fund loan may be called on one business days notice by a lending fund and may be repaid on any day
by a borrowing fund. In addition, a Nuveen fund may participate in the Inter-Fund Program only if and to the extent that such participation is
consistent with the fund s investment objective and investment policies. The Board of Trustees of the Nuveen Funds is responsible for overseeing
the Inter-Fund Program. The limitations detailed above and the other conditions of the SEC exemptive order permitting the Inter-Fund Program
are designed to minimize the risks associated with Inter-Fund Program for both the lending fund and the borrowing fund. However, no

borrowing or lending activity is without risk. When a fund borrows money from another fund, there is a risk that the loan could be called on one
day s notice or not renewed, in which case the fund may have to borrow from a bank at a higher rate or take other actions to payoff such loan if
an inter-fund loan is not available from another fund. Any delay in repayment to a lending fund could result in a lost investment opportunity or
additional borrowing costs.

Preferred Shares

The Fund s Declaration authorizes the issuance of an unlimited number of Preferred Shares in one or more classes or series, with rights as
determined by the Board of Trustees, by action of the Board of Trustees without the approval of the Common Shareholders. The terms of any
Preferred Shares that may be issued by the Fund may be the same as, or different from, the terms described below, subject to applicable law and
the Declaration.

Under the 1940 Act, the Fund is not permitted to issue senior securities that are Preferred Shares if, immediately after the issuance of Preferred
Shares, the asset coverage ratio would be less than 200%. See Use of Leverage. Additionally, the Fund will generally not be permitted to
purchase any of its Common Shares or declare dividends (except a dividend payable in Common Shares) or other distributions on its Common
Shares unless, at the time of such purchase or declaration, the asset coverage ratio with respect to such Preferred Shares, after taking into account
such purchase or distribution, is at least 200%.

Distribution Preference. Any Preferred Shares would have complete priority over the Common Shares as to distribution of assets.

Liquidation Preference. In the event of any voluntary or involuntary liquidation, dissolution or winding up of the affairs of the Fund, holders
of Preferred Shares would be entitled to receive a preferential liquidating distribution (expected to equal the original purchase price per share
plus accumulated and unpaid dividends thereon, whether or not earned or declared) before any distribution of assets is made to Common
Shareholders. After payment of the full amount of the liquidating distribution to which they are entitled, holders of Preferred Shares will not be
entitled to any further participation in any distribution of assets by the Fund. A consolidation or merger of the Fund with or into another entity or
a sale of all or substantially all of the assets of the Fund shall not be deemed to be a liquidation, dissolution or winding up of the Fund.
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Voting Rights. In connection with any issuance of Preferred Shares, the Fund must comply with Section 18(i) of the 1940 Act, which requires,
among other things, that Preferred Shares be voting shares and have equal voting rights with Common Shares. Except as otherwise indicated in
the SAI and except as otherwise required by applicable law, holders of Preferred Shares would vote together with Common Shareholders as a
single class.

For a discussion of Term Preferred Shares, see Description of Term Preferred Shares in the Prospectus.
CERTAIN PROVISIONS IN THE DECLARATION OF TRUST

Under Massachusetts law, shareholders could, under certain circumstances, be held personally liable for the obligations of the Fund. However,
the Declaration of Trust contains an express disclaimer of shareholder liability for debts or obligations of the Fund and requires that notice of
such limited liability be given in each agreement, obligation or instrument entered into or executed by the Fund or the trustees. The Declaration
of Trust further provides for indemnification out of the assets and property of the Fund for all loss and expense of any shareholder held
personally liable for the obligations of the Fund. Thus, the risk of a shareholder incurring financial loss on account of shareholder liability is
limited to circumstances in which the Fund would be unable to meet its obligations. The Fund believes that the likelihood of such circumstances
is remote.

The Declaration of Trust includes provisions that could limit the ability of other entities or persons to acquire control of the Fund or to convert
the Fund to open-end status. Specifically, the Declaration of Trust requires a vote by holders of at least two-thirds of the common shares and
preferred shares, if issued in the future, voting together as a single class, except as described below, to authorize (1) a conversion of the Fund
from a closed-end to an open-end investment company, (2) a merger or consolidation of the Fund, or a series or class of the Fund, with any
corporation, association, trust or other organization or a reorganization of the Fund, or a series or class of the Fund, (3) a sale, lease or transfer of
all or substantially all of the Fund s assets (other than in the regular course of the Fund s investment activities), (4) in certain circumstances, a
termination of the Fund, or a series or class of the Fund or (5) removal of trustees by shareholders, and then only for cause, unless, with respect
to (1) through (4), such transaction has already been authorized by the affirmative vote of two-thirds of the total number of trustees fixed in
accordance with the Declaration of Trust or the By-Laws, in which case the affirmative vote of the holders of at least a majority of the Fund s
common shares and preferred shares, if issued in the future, outstanding at the time, voting together as a single class, is required; provided,
however, that where only a particular class or series is affected (or, in the case of removing a trustee, when the trustee has been elected by only
one class), the required vote only by the applicable class or series will be required. Approval of shareholders is not required, however, for any
transaction, whether deemed a merger, consolidation, reorganization or otherwise whereby the Fund issues shares in connection with the
acquisition of assets (including those subject to liabilities) from any other investment company or similar entity. In the case of the conversion of
the Fund to an open-end investment company, or in the case of any of the foregoing transactions constituting a plan of reorganization which
adversely affects the holders of preferred shares, if issued in the future, the action in question will also require the affirmative vote of the holders
of at least two-thirds of the Fund s preferred shares, if issued in the future, outstanding at the time, voting as a separate class, or, if such action
has been authorized by the affirmative vote of two-thirds of the total number of trustees fixed in accordance with the Declaration of Trust or the
By-Laws, the affirmative vote of the holders of at least a majority of the Fund s preferred shares, if issued in the future, outstanding at the time,
voting as a separate class. None of the foregoing provisions may be amended except by the vote of at least two-thirds of the common shares and
preferred shares, if issued in the future, voting together as a single class. The votes required to approve the conversion of the Fund from a
closed-end to an open-end investment company or to approve transactions constituting a plan of reorganization which adversely affects the
holders of preferred shares, if issued in the future, shares are higher than those required by the 1940 Act. The Board of Trustees is divided into
three classes, such a staggered board could delay for up to two years the replacement of a majority of the Board of Trustees. The Board of
Trustees believes that the provisions of the Declaration of Trust relating to such higher votes are in the best interest of the Fund and its
shareholders.
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Reference should be made to the Declaration of Trust on file with the SEC for the full text of these provisions.

The Declaration of Trust provides that the obligations of the Fund are not binding upon the trustees of the Fund individually, but only upon the
assets and property of the Fund, and that the trustees shall not be liable for errors of judgment or mistakes of fact or law. Nothing in the
Declaration of Trust, however, protects a trustee against any liability to which he would otherwise be subject by reason of willful misfeasance,
bad faith, gross negligence or reckless disregard of the duties involved in the conduct of his office.

REPURCHASE OF FUND SHARES; CONVERSION TO OPEN-END FUND

The Fund is a closed-end investment company and as such its Common Shareholders will not have the right to cause the Fund to redeem their
Common Shares. Instead, the Fund s Common Shares will trade in the open market at a price that will be a function of several factors, including
dividend levels (which are in turn affected by expenses), net asset value, call protection, price, dividend stability, relative demand for and supply
of such shares in the market, general market and economic conditions and other factors. Because shares of a closed-end investment company
may frequently trade at prices lower than net asset value, the Fund s Board of Trustees has currently determined that, at least annually, it will
consider action that might be taken to reduce or eliminate any material discount from net asset value in respect of Common Shares, which may
include the repurchase of such shares in the open market or in private transactions, the making of a tender offer for such shares at net asset value,
or the conversion of the Fund to an open-end investment company. There can be no assurance, however, that the Board of Trustees will decide

to take any of these actions, or that share repurchases or tender offers, if undertaken, will reduce market discount. On August 1, 2017, the Fund s
Board of Trustees renewed the Fund s open market share repurchase program under which the Fund may repurchase up to 10% of its Common
Shares. Since the inception of the Fund s share repurchase program through June 30, 2018, the Fund has repurchased 5,315,700 Common Shares
under the program.

Notwithstanding the foregoing, at any time if the Fund has preferred shares outstanding, the Fund may not purchase, redeem or otherwise
acquire any of its Common Shares unless (1) all accrued preferred shares dividends have been paid and (2) at the time of such purchase,
redemption or acquisition, the net asset value of the Fund s portfolio (determined after deducting the acquisition price of the Common Shares) is
at least 200% of the liquidation value of the outstanding preferred shares (expected to equal the original purchase price per share plus any
accrued and unpaid dividends thereon). The staff of the U.S. Securities and Exchange Commission currently requires that any tender offer made
by a closed-end investment company for its shares must be at a price equal to the net asset value of such shares at the close of business on the
last day of the tender offer. Any service fees incurred in connection with any tender offer made by the Fund will be borne by the Fund and will
not reduce the stated consideration to be paid to tendering shareholders.

Subject to its investment limitations, the Fund may borrow to finance the repurchase of shares or to make a tender offer. Interest on any
borrowings to finance share repurchase transactions or the accumulation of cash by the Fund in anticipation of share repurchases or tenders will
reduce the Fund s net income. Any share repurchase, tender offer or borrowing that might be approved by the Board of Trustees would have to
comply with the Securities Exchange Act of 1934, as amended, and the 1940 Act and the rules and regulations thereunder.

Although the decision to take action in response to a discount from net asset value will be made by the Board of the Fund at the time it considers
such issue, it is the Board s present policy, which may be changed by the Board, not to authorize repurchases of Common Shares or a tender offer
for such shares if (1) such transactions, if consummated, would (a) result in the delisting of the Common Shares from the NYSE, or (b) impair

the Fund s eligibility for treatment as a regulated investment company under the Internal Revenue Code or impair the Fund s status as a registered
closed-end investment company under the 1940 Act; (2) the Fund would not be able to liquidate portfolio securities in an orderly manner and
consistent with the Fund s
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investment objective and policies in order to repurchase shares; or (3) there is, in the Board s judgment, any (a) material legal action or
proceeding instituted or threatened challenging such transactions or otherwise materially adversely affecting the Fund, (b) general suspension of
or limitation on prices for trading securities on the NYSE, (c) declaration of a banking moratorium by Federal or state authorities or any
suspension of payment by United States or state banks in which the Fund invests, (d) material limitation affecting the Fund or the issuers of its
portfolio securities by federal or state authorities on the extension of credit by lending institutions or on the exchange of foreign currency,

(e) commencement of war, armed hostilities or other international or national calamity directly or indirectly involving the United States, or

(f) other event or condition which would have a material adverse effect (including any adverse tax effect) on the Fund or its shareholders if
shares were repurchased. The Board of Trustees of the Fund may in the future modify these conditions in light of experience.

Conversion to an open-end company would require the approval of the holders of at least two-thirds of the Fund s common shares and preferred
shares, if issued in the future, outstanding at the time, voting together as a single class, and of the holders of at least two-thirds of the Fund s
preferred shares, if issued in the future, outstanding at the time, voting as a separate class, provided, however, that such separate class vote shall
be a majority vote if the action in question has previously been approved, adopted or authorized by the affirmative vote of two-thirds of the total
number of trustees fixed in accordance with the Declaration or By-Laws. See the Prospectus under Certain Provisions in the Declaration of Trust
for a discussion of voting requirements applicable to conversion of the Fund to an open-end company. If the Fund converted to an open-end
company, it would be required to redeem all preferred shares then outstanding, and the Fund s Common Shares would no longer be listed on the
NYSE. Shareholders of an open-end investment company may require the company to redeem their shares on any business day (except in certain
circumstances as authorized by or under the 1940 Act) at their net asset value, less such redemption charge, if any, as might be in effect at the
time of redemption. In order to avoid maintaining large cash positions or liquidating favorable investments to meet redemptions, open-end
companies typically engage in a continuous offering of their shares. Open-end companies are thus subject to periodic asset in-flows and
out-flows that can complicate portfolio management. The Board of Trustees of the Fund may at any time propose conversion of the Fund to an
open-end company depending upon their judgment as to the advisability of such action in light of circumstances then prevailing.

The repurchase by the Fund of its shares at prices below net asset value would result in an increase in the net asset value of those shares that
remain outstanding. However, there can be no assurance that share repurchases or tenders at or below net asset value would result in the Fund s
shares trading at a price equal to their net asset value. Nevertheless, the fact that the Fund s shares may be the subject of repurchase or tender
offers at net asset value from time to time, or that the Fund may be converted to an open-end company, may reduce any spread between market
price and net asset value that might otherwise exist.

In addition, a purchase by the Fund of its Common Shares would decrease the Fund s total assets which would likely have the effect of increasing
the Fund s expense ratio. Any purchase by the Fund of its Common Shares at a time when preferred shares are outstanding will increase the
leverage applicable to the outstanding Common Shares then remaining.

Before deciding whether to take any action if the Fund s Common Shares trade below net asset value, the Board of the Fund would consider all
relevant factors, including the extent and duration of the discount, the liquidity of the Fund s portfolio, the impact of any action that might be
taken on the Fund or its shareholders and market considerations. Based on these considerations, even if the Fund s Common Shares should trade
at a discount, the Board of Trustees may determine that, in the interest of the Fund and its shareholders, no action should be taken.
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TAX MATTERS

Set forth below is a discussion of certain U.S. federal income tax issues concerning the Fund and the purchase, ownership and disposition of
Fund shares. This discussion does not purport to be complete or to deal with all aspects of federal income taxation that may be relevant to
shareholders in light of their particular circumstances, nor does it purport to deal with all categories of investors (including investors in Common
Shares with large positions in the Fund). Unless otherwise noted, this discussion assumes you are a U.S. shareholder and that you hold your
shares as a capital asset. This discussion is based upon present provisions of the Internal Revenue Code, the regulations promulgated thereunder,
and judicial and administrative ruling authorities, all of which are subject to change, which change may be retroactive. Prospective investors
should consult their own tax advisers with regard to the federal tax consequences of the purchase, ownership, or disposition of Fund shares, as
well as the tax consequences arising under the laws of any state, foreign country, or other taxing jurisdiction.

The Fund intends to qualify annually as a regulated investment company (a RIC ) under the Internal Revenue Code. To qualify for the favorable
U.S. federal income tax treatment generally accorded to RICs, the Fund must, among other things, (a) derive in each taxable year at least 90% of
its gross income from dividends, interest, payments with respect to certain securities loans and gains from the sale or other disposition of stock,
securities or foreign currencies or other income derived with respect to its business of investing in such stock, securities or currencies and net
income derived from interests in qualified publicly traded partnerships; (b) diversify its holdings so that, at the end of each quarter of its taxable
year, (i) at least 50% of the value of the Fund s assets is represented by cash and cash items (including receivables), U.S. Government securities,
the securities of other RICs and other securities, with such other securities of any one issuer limited for the purposes of this calculation to an
amount not greater than 5% of the value of the Fund s total assets and not greater than 10% of the outstanding voting securities of such issuer,
and (ii) not more than 25% of the value of its total assets is invested in the securities (other than U.S. Government securities or the securities of
other RICs) of a single issuer, in the securities (other than securities of other RICs) of two or more issuers which the Fund controls and which
are engaged in the same, similar or related trades or businesses, or in the securities of one or more qualified publicly traded partnerships; and

(c) distribute for each taxable year an amount at least equal to the sum of 90% of its investment company taxable income (determined without
regard to the deduction for dividends paid) and 90% of its net tax exempt interest income.

As a RIC, the Fund generally will not be subject to U.S. federal income tax on its investment company taxable income (as that term is defined in
the Internal Revenue Code, but without regard to the deduction for dividends paid) and net capital gain (the excess of net long-term capital gain
over net short-term capital loss), if any, that it distributes to shareholders. The Fund might not distribute all of its net investment income, and the
Fund is not required to distribute any portion of its net capital gain to qualify for treatment as a RIC. If the Fund qualifies for such treatment but
does not distribute all of its net capital gain and net investment income, it will be subject to tax at regular corporate rates on the amount retained.
If the Fund retains any net capital gain, it may designate the retained amount of capital gain as undistributed capital gains in a notice to its
shareholders who, if subject to federal income tax on long-term capital gains, (i) will be required to include in income for federal income tax
purposes, as long-term capital gain, their share of such undistributed amount; (ii) will be deemed to have paid their proportionate shares of the
tax paid by the Fund on such undistributed amount and will be entitled to credit that amount of tax against their federal income tax liabilities, if
any; and (iii) will be entitled to claim refunds to the extent the credit exceeds such liabilities. For federal income tax purposes, the tax basis of
shares owned by a shareholder of the Fund will be increased by an amount equal to the difference between the amount of undistributed capital
gains included in the shareholder s gross income and the tax deemed paid by the shareholder.

The Fund intends to distribute to its shareholders, at least annually, substantially all of its net investment income and net capital gain. Amounts
not distributed on a timely basis in accordance with a calendar year distribution requirement are subject to a nondeductible 4% excise tax. To
prevent imposition of the excise tax, the Fund must distribute during each calendar year an amount equal to the sum of (1) at least 98% of its
ordinary income (not taking into account any capital gains or losses) for the calendar year, (2) at least 98.2% of its capital
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gains in excess of its capital losses (adjusted for certain ordinary losses) for the one-year period ending October 31 of the calendar year, and
(3) any ordinary income and capital gains for previous years that were not distributed during those years. To prevent application of the excise
tax, the Fund intends to make its distributions in accordance with the calendar year distribution requirement.

Although dividends generally will be treated as distributed when paid, any dividend declared by the Fund in October, November or December
and payable to shareholders of record in such a month that is paid during the following January will be treated for U.S. federal income tax
purposes as received by shareholders on December 31 of the calendar year in which it was declared. In addition, certain other distributions made
after the close of a taxable year of the Fund may be spilled back and treated for certain purposes as paid by the Fund during such taxable year. In
such case, shareholders generally will be treated as having received such dividends in the taxable year in which the distributions were actually
made. For purposes of calculating the amount of a RIC s undistributed income and gain subject to the 4% excise tax described above, such

spilled back dividends are also treated as paid by the RIC when they are actually paid.

If the Fund fails to satisfy the qualifying income or diversification requirements in any taxable year, the Fund may be eligible for certain relief
provisions if the failures are due to reasonable cause and not willful neglect and if a penalty tax is paid with respect to each failure to satisfy the
applicable requirements. Additionally, relief is provided for certain de minimis failures of the diversification requirements where the Fund
corrects the failure within a specified period. In order to be eligible for the relief provisions with respect to a failure to meet the diversification
requirements, the Fund may be required to dispose of certain assets. If these relief provisions are not available to the Fund and it fails to qualify
for treatment as a RIC for a taxable year, the Fund will be taxable at regular corporate tax rates (and, to the extent applicable, at corporate
alternative minimum tax rates). In such an event, all distributions (including capital gains distributions) will be taxable as ordinary dividends to
the extent of the Fund s current and accumulated earnings and profits, subject to the dividends-received deduction for corporate shareholders and
to the tax rates applicable to qualified dividend income distributed to noncorporate shareholders. In such an event, distributions in excess of the
Fund s current and accumulated earnings and profits will be treated first as a tax-free return of capital to the extent of the holder s adjusted tax
basis in the shares (reducing that basis accordingly), and any remaining distributions will be treated as a gain from a sale of shares. To requalify
for treatment as a RIC in a subsequent taxable year, the Fund would be required to satisfy the RIC qualification requirements for that year and to
distribute any earnings and profits from any year in which the Fund failed to qualify for tax treatment as a RIC. In addition, if the Fund were to
fail to qualify as a RIC for a period greater than two taxable years, it would generally be required to pay a Fund-level tax on certain net built-in
gains recognized with respect to certain of its assets upon a disposition of such assets within ten years of qualifying as a RIC in a subsequent
year.

The Board reserves the right not to maintain the qualification of the Fund for treatment as a RIC if it determines such course of action to be
beneficial to shareholders.

Distributions

Dividends paid out of the Fund s net investment income will generally be taxable to a shareholder as ordinary income to the extent of the Fund s
earnings and profits, whether paid in cash or reinvested in additional shares. Because the Fund may invest a portion of its Managed Assets in
domestic and international equity securities, a portion of the Fund s dividends may be treated as qualified dividend income, which is taxable to
noncorporate taxpayers at rates of up to 20%. Dividend income distributed to individual and certain other noncorporate shareholders will qualify
for U.S. federal income tax rates of up to 20% to the extent that such dividends are attributable to qualified dividend income. Qualified dividend
income generally means dividend income received from the Fund s investments in common and preferred stock of U.S. companies and stock of
certain qualified foreign corporations, provided that certain holding period and other requirements are met by both the Fund and the

shareholders.
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A foreign corporation is treated as a qualified foreign corporation for this purpose if it is incorporated in a possession of the United States or it is
eligible for the benefits of certain income tax treaties with the United States and meets certain additional requirements. Certain foreign
corporations that are not otherwise qualified foreign corporations will be treated as qualified foreign corporations with respect to dividends paid
by them if the stock with respect to which the dividends are paid is readily tradable on an established securities market in the United States.

A dividend that is attributable to qualified dividend income of the Fund that is paid by the Fund to a shareholder will not be taxable as qualified
dividend income to such shareholder (1) if the dividend is received with respect to any share of the Fund held for fewer than 61 days during the
121-day period beginning on the date which is 60 days before the date on which such share became ex-dividend with respect to such dividend,
(2) to the extent that the shareholder is under an obligation (whether pursuant to a short sale or otherwise) to make related payments with respect
to positions in substantially similar or related property, or (3) if the shareholder elects to have the dividend treated as investment income for
purposes of the limitation on deductibility of investment interest. The ex-dividend date is the date on which the owner of the share at the
commencement of such date is entitled to receive the next issued dividend payment for such share even if the share is sold by the owner on that
date or thereafter.

Certain dividends received by the Fund from U.S. corporations (generally, dividends received by the Fund in respect of any share of stock (1)
with a tax holding period of at least 46 days during the 91-day period beginning on the date that is 45 days before the date on which the stock
becomes ex-dividend as to that dividend and (2) that is held in an unleveraged position) and distributed and appropriately so reported by the
Fund may be eligible for the 70% dividends-received deduction generally available to corporations under the Internal Revenue Code. Certain
preferred stock must have a holding period of at least 91 days during the 181-day period beginning on the date that is 90 days before the date on
which the stock becomes ex-dividend as to that dividend in order to be eligible. Capital gain dividends distributed to the Fund from other
regulated investment companies are not eligible for the dividends-received deduction. The Fund may invest a portion of its assets in equity
securities of U.S. domestic corporations, and it is therefore possible that a portion of the Fund s distributions may qualify for this deduction. In
order to qualify for the deduction, corporate shareholders must meet the minimum holding period requirement stated above with respect to their
Fund shares, taking into account any holding period reductions from certain hedging or other transactions or positions that diminish their risk of
loss with respect to their Fund shares, and, if they borrow to acquire or otherwise incur debt attributable to Fund shares, they may be denied a
portion of the dividends-received deduction with respect to those shares. The entire dividend, including the otherwise deductible amount, will be
included in determining the excess, if any, of a corporation s adjusted current earnings over its alternative minimum taxable income, which may
increase a corporation s alternative minimum tax liability. Any corporate shareholder should consult its tax adviser regarding the possibility that
its tax basis in its shares may be reduced, for U.S. federal income tax purposes, by reason of extraordinary dividends received with respect to the
shares and, to the extent such basis would be reduced below zero, current recognition of income may be required.

Distributions of net capital gain, if any, reported as capital gain dividends are taxable to a shareholder as long-term capital gains, regardless of
how long the shareholder has held Fund shares. Long-term capital gains are taxable to noncorporate shareholders at rates of up to 20%.
Distributions of short-term capital gain are taxable to shareholders as ordinary income. Shareholders receiving distributions in the form of
additional shares, rather than cash, generally will have a cost basis in each such share equal to the greater of the net asset value or fair market
value of a share of the Fund on the reinvestment date. A distribution of an amount in excess of the Fund s current and accumulated earnings and
profits will first be treated by a shareholder as a return of capital which is applied against and reduces the shareholder s basis in his or her shares.
To the extent the amount of any such distribution exceeds the shareholder s basis in his or her shares, the excess will be treated by the
shareholder as gain from a sale of shares.
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Although dividends generally will be treated as distributed when paid, any dividend declared by the Fund in October, November, or December
and payable to shareholders of record in such a month that is paid during the following January will be treated for U.S. federal income tax
purposes as received by shareholders on December 31 of the calendar year in which it was declared.

A dividend or distribution received shortly after the purchase of shares reduces the net asset value of the shares by the amount of the dividend or
distribution and, although in effect a return of capital, will be taxable to the shareholder. If the net asset value of shares were reduced below the
shareholder s cost by dividends or distributions representing gains realized on sales of securities, such dividends or distributions, although also in
effect returns of capital, would be taxable to the shareholder in the same manner as other dividends or distributions.

The Fund is required in certain circumstances to withhold (as backup withholding ) a portion of dividends and certain other payments paid to
certain holders of the Fund s shares who do not furnish to the Fund their correct taxpayer identification numbers (in the case of individuals, their
social security numbers) and certain certifications, or who are otherwise subject to backup withholding. The backup withholding rate is 24%.
Backup withholding is not an additional tax. Any amounts withheld from payments made to a shareholder may be refunded or credited against
such shareholder s federal income tax liability, provided the required information and forms are timely furnished to the IRS.

Capital losses in excess of capital gains ( net capital losses ) are not permitted to be deducted against a RIC s net investment income. Instead, for
U.S. federal income tax purposes, potentially subject to certain limitations, the Fund may carry net capital losses from any taxable year forward
to offset capital gains in future years. For U.S. federal income tax purposes, the Fund is permitted to carry forward a net capital loss from any
taxable year that began on or before December 22, 2010 to offset its capital gains, if any, for up to eight years following the year of the loss. The
Fund is permitted to carry forward indefinitely a net capital loss from any taxable year that began after December 22, 2010 to offset its capital
gains, if any, in years following the year of the loss. To the extent subsequent capital gains are offset by such losses, they will not result in U.S.
federal income tax liability to the Fund and may not be distributed as capital gains to shareholders. Carryforwards of losses from taxable years
that began after December 22, 2010 must be fully utilized before the Fund may utilize carryforwards of losses from taxable years that began on
or before December 22, 2010. Generally, the Fund may not carry forward any losses other than net capital losses. Under certain circumstances,
the Fund may elect to treat certain losses as though they were incurred on the first day of the taxable year immediately following the taxable year
in which they were actually incurred.

Sale of Fund Shares

Sales and repurchases generally are taxable events for shareholders that are subject to tax. Shareholders should consult their own tax advisers
with reference to their individual circumstances to determine whether any particular transaction in Fund shares is properly treated as a sale for
tax purposes, as the following discussion assumes, and to ascertain the tax treatment of any gains or losses recognized in such transactions. In
general, if Fund shares are sold, the shareholder will recognize gain or loss equal to the difference between the amount realized on the sale and
the shareholder s adjusted tax basis in the shares. Such gain or loss generally will be treated as long-term capital gain or loss if the shares were
held for more than one year and otherwise generally will be treated as short-term capital gain or loss. Any loss recognized by a shareholder upon
the sale, repurchase or other disposition of shares with a tax holding period of six months or less will be treated as a long-term capital loss to the
extent of any amounts treated as distributions to the shareholder of long-term capital gain with respect to such shares (including any amounts
credited to the shareholder as undistributed capital gains).

Losses on sales or other dispositions of shares may be disallowed under wash sale rules in the event of other investments in the fund (including
investments made pursuant to reinvestment of dividends and/or capital gain distributions) within a period of 61 days beginning 30 days before
and ending 30 days after the sale or other

74

201



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

disposition of shares or in the event the shareholder enters into a contract or option to repurchase shares within such period. In such a case, the
disallowed portion of any loss generally would be included in the adjusted tax basis of the shares acquired in the other investments.

Nature of Fund s Investments

Certain of the Fund s investment practices are subject to special and complex federal income tax provisions that may, among other things,

(1) disallow, suspend or otherwise limit the allowance of certain losses or deductions, (ii) convert long-term capital gain into short-term capital
gain or ordinary income, (iii) convert an ordinary loss or a deduction into a capital loss (the deductibility of which is more limited), (iv) cause
the Fund to recognize income or gain without a corresponding receipt of cash, (v) change the time at which a purchase or sale of stock or
securities is deemed to occur and (vi) adversely alter the characterization of certain complex financial transactions. The Fund may make certain
tax elections in order to mitigate the effect of these provisions.

The Internal Revenue Code imposes constructive sale treatment for federal income tax purposes on certain hedging strategies with respect to

appreciated financial positions. Under these rules, taxpayers will recognize gain, but not loss, with respect to securities if they enter into short
sales or offsetting notional principal contracts (as defined by the Internal Revenue Code) with respect to, or futures or forward contracts to
deliver, the same or substantially identical property, or if they enter into such transactions and then acquire the same or substantially identical

property.

As a result of entering into swap contracts, the Fund may make or receive periodic net payments. The Fund may also make or receive a payment
when a swap is terminated prior to maturity through an assignment of the swap or other closing transaction. Periodic net payments will generally
constitute ordinary income or expense, while termination of a swap will generally result in capital gain or loss (which will be a long-term capital
gain or loss if the Fund has been a party to the swap for more than one year).

The Fund s investment program and the tax treatment of Fund distributions may be affected by IRS interpretations of the Internal Revenue Code
and future changes in tax laws and regulations.

Original Issue Discount Securities

Investments by the Fund in zero coupon or other discount securities will result in income to the Fund equal to a portion of the excess of the face
value of the securities over their issue price ( original issue discount ) each year that the securities are held, even though the Fund may receive no
cash interest payments or may receive cash interest payments that are less than the income recognized for tax purposes. This income is included

in determining the amount of income which the Fund must distribute to avoid the payment of federal income tax and the 4% excise tax. Because
such income may not be matched by a corresponding cash payment to the Fund, the Fund may be required to borrow money or dispose of
securities to be able to make distributions to its shareholders.

Market Discount

Any market discount recognized on a market discount bond is taxable as ordinary income. A market discount bond is a bond acquired in the
secondary market at a price below redemption value, or below adjusted issue price if issued with original issue discount. Absent an election by
the Fund to include the market discount in income as it accrues, gain on the Fund s disposition of such an obligation will be treated as ordinary
income rather than capital gain to the extent of the accrued market discount.

Futures Contracts and Options

The Fund s transactions in futures contracts and options will be subject to special provisions of the Internal Revenue Code that, among other
things, may affect the character of gains and losses realized by the Fund (e.g.,
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may affect whether gains or losses are ordinary or capital), may accelerate recognition of income to the Fund and may defer Fund losses. These
rules could, therefore, affect the character, amount and timing of distributions to shareholders. These provisions also (a) may require the Fund to
mark-to-market certain types of positions in its portfolio (i.e., treat them as if they were closed out at the end of each taxable year), and (b) may
cause the Fund to recognize income without receiving cash with which to make distributions in amounts necessary to satisfy the distribution
requirements for qualifying to be treated as a RIC and the distribution requirements for avoiding excise taxes. The Fund intends to monitor its
transactions, make tax elections and make appropriate entries in its books and records when it acquires any futures contract, option or hedged
investment in an effort to mitigate the effect of these rules and prevent disqualification of the Fund from being treated as a RIC.

Foreign Taxes

Since the Fund may invest in foreign securities, its income from such securities may be subject to non-U.S. taxes. Tax conventions between
certain countries and the United States may reduce or eliminate such taxes. Shareholders of the Fund generally will not be entitled to a credit or
deduction with respect to any such taxes paid by the Fund.

Currency Fluctuations

Gains or losses attributable to fluctuations in exchange rates between the time the Fund accrues income or receivables or expenses or other
liabilities denominated in a foreign currency and the time the Fund actually collects such income or receivables or pays such liabilities are
generally treated as ordinary income or loss. Similarly, gains or losses on foreign currency forward contracts and the disposition of debt
securities denominated in foreign currency, to the extent attributable to fluctuations in exchange rates between the acquisition and disposition
dates, are also treated as ordinary income or loss.

Income not Effectively Connected with a U.S. Trade or Business

If the income received from the Fund is not effectively connected with a U.S. trade or business carried on by the foreign shareholder,
distributions of net investment income (including distributions of short-term capital gain) will generally be subject to a U.S. withholding tax of
30% (or lower treaty rate, except in the case of any excess inclusion income allocated to the shareholder), which tax is generally withheld from
such distributions.

For taxable years of the Fund beginning on or before December 31, 2013, dividends reported by the Fund as (i) interest-related dividends, to the
extent such dividends are derived from the fund s qualified net interest income, or (ii) short-term capital gain dividends, to the extent such
dividends are derived from the Fund s qualified short-term gain, are generally exempt from this 30% withholding tax. Qualified net interest
income is the Fund s net income derived from U.S.-source interest and original issue discount, subject to certain exceptions and limitations.

Qualified short-term gain generally means the excess of the Fund s net short-term capital gain for the taxable year over its net long-term capital
loss, if any.

Distributions of net capital gain and any amounts retained by the Fund which are designated as undistributed capital gains generally will not be
subject to U.S. tax at the rate of 30% (or lower treaty rate). In the case of a foreign shareholder who is a nonresident alien individual, the Fund
may be required to withhold U.S. income tax from distributions of net capital gain unless the foreign shareholder certifies his or her non-U.S.
status under penalties of perjury or otherwise establishes an exemption.

Income Effectively Connected with a U.S. Trade or Business

If the income from the Fund is effectively connected with a U.S. trade or business carried on by a foreign shareholder, then distributions of net
investment income and capital gain dividends, any amounts retained by the Fund which are designated as undistributed capital gains and any
gains realized upon the sale or exchange of
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shares of the Fund will be subject to U.S. federal income tax at the graduated rates applicable to U.S. citizens, residents and domestic
corporations. Foreign corporate shareholders may also be subject to the branch profits tax imposed by the Internal Revenue Code. Certain
certification and disclosure requirements, including delivery of a properly executed IRS Form W-8ECI, must be satisfied for income effectively
connected with a U.S. trade or business to be exempt from the 30% withholding described above under Foreign Shareholders Income not
Effectively Connected with a U.S. Trade or Business .

The tax consequences to a foreign shareholder entitled to claim the benefits of an applicable tax treaty may differ from those described herein.
Foreign shareholders are advised to consult their own tax advisers with respect to the particular tax consequences to them of an investment in the
Fund.

Other Tax Considerations

A 3.8% Medicare contribution tax generally applies to all or a portion of the net investment income of a shareholder who is an individual and not
a nonresident alien for federal income tax purposes and who has adjusted gross income (subject to certain adjustments) that exceeds a threshold
amount ($250,000 if married filing jointly or if considered a surviving spouse for federal income tax purposes, $125,000 if married filing
separately, and $200,000 in other cases). This 3.8% tax also applies to all or a portion of the undistributed net investment income of certain
shareholders that are estates and trusts. For these purposes, interest, dividends and certain capital gains (among other categories of income) are
generally taken into account in computing a shareholder s net investment income.

Fund shareholders may be subject to state, local and foreign taxes on their Fund distributions. Shareholders are advised to consult their own tax
advisers with respect to the particular tax consequences to them of an investment in the Fund.

FINANCIAL STATEMENTS

The audited financial statements, financial highlights and notes thereto and the independent registered public accounting firm s report thereon,
appearing in the Fund s Annual Report for the fiscal year ended July 31, 2017 and the unaudited financial statements, financial highlights and
notes thereto appearing in the Fund s Semi-Annual Report for the reporting period ended January 31, 2018 are incorporated herein by reference

in this SAIL The Fund s Annual and Semi-Annual Shareholder Reports may be obtained without charge by calling (800) 257-8787 or on Nuveen s
website at www.nuveen.com. The information contained in, or that can be accessed through, the Fund s website is not part of this SAL

CUSTODIAN, TRANSFER AGENT, DIVIDEND DISBURSING AGENT
AND REDEMPTION AND PAYING AGENT

The custodian of the assets, including all foreign assets, of the Fund is State Street Bank and Trust Company (State Street), One Lincoln Street,
Boston, Massachusetts 02111. State Street performs custodial, fund accounting and portfolio accounting services. As foreign custody manager,
State Street may place and maintain the Fund s foreign securities with foreign banking institution sub-custodians employed by State Street or
foreign securities depositories, all in accordance with the applicable provisions of the Fund s custody agreement. The use of such foreign
sub-custodians or foreign securities depositories may give rise to additional risks to the Fund. See Risk Factors Issuer Level Risks Non-U.S.
Securities Risk in the prospectus. The Fund s transfer, shareholder services and dividend disbursing agent and, with respect to the Term Preferred
Shares, its redemption and paying agent is Computershare Inc. and Computershare Trust Company, N.A., 250 Royall Street, Canton,
Massachusetts 02021.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

KPMG LLP, an independent registered public accounting firm, provides auditing services to the Fund. The principal business address of KPMG
LLP is 200 East Randolph Street, Chicago, Illinois 60601.

LEGAL OPINIONS

Certain legal matters in connection with the Term Preferred Shares will be passed upon for the Fund by Stradley Ronon Stevens & Young, LLP,
Chicago, Illinois, and any additional legal opinions will be described in a prospectus supplement. Stradley Ronon Stevens & Young, LLP may
rely as to certain matters of Massachusetts law on the opinion of , Boston, Massachusetts.

ADDITIONAL INFORMATION

A Registration Statement on Form N-2, including amendments thereto, relating to the shares of the Fund offered hereby, has been filed by the
Fund with the SEC, Washington, D.C. The Prospectus and this SAI do not contain all of the information set forth in the Registration Statement,
including any exhibits and schedules thereto. For further information with respect to the Fund, the Common Shares and the Term Preferred
Shares offered hereby, reference is made to the Fund s Registration Statement. Statements contained in the Fund s Prospectus and this SAI as to
the contents of any contract or other document referred to are not necessarily complete and in each instance reference is made to the copy of

such contract or other document filed as an exhibit to the Registration Statement. Copies of the Registration Statement may be inspected without
charge at the SEC s principal office in Washington, D.C., and copies of all or any part thereof may be obtained from the SEC upon the payment
of certain fees prescribed by the SEC.
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APPENDIX A

NUVEEN CREDIT STRATEGIES INCOME FUND

FORM OF STATEMENT ESTABLISHING AND FIXING THE RIGHTS AND PREFERENCES
OF TERM PREFERRED SHARES

(with respect to Series and any series subsequently added by appendix)
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NUVEEN CREDIT STRATEGIES INCOME FUND
STATEMENT ESTABLISHING AND FIXING THE RIGHTS AND PREFERENCES OF TERM PREFERRED SHARES
(with respect to Series [ ] and any series subsequently added by appendix)
Effective as of ,2018

Nuveen Credit Strategies Income Fund (the _Fund ), a Massachusetts business trust, certifies that:

RECITALS

FIRST: The Fund is authorized under Article IV of the Fund s Declaration of Trust, as amended (which, as hereafter restated or amended from
time to time, is herein called the _Declaration ), to issue an unlimited number of Preferred Shares (as defined below), par value $.01 per share.

SECOND: Pursuant to the authority expressly vested in the Board of Trustees of the Fund by Article IV of the Declaration, the Board of

Trustees has, by resolution, authorized the issuance of Preferred Shares, $.01 par value per share, of the Fund, such shares to be classified as

Term Preferred Shares (_Term Preferred ), and such Term Preferred shares to be issued in one or more series (each,_a Series ). The terms related to
a Series may be set forth in this Statement through an Appendix (as defined below) attached hereto or in a separate statement.

THIRD: The number of shares, preferences, voting powers, restrictions, limitations as to dividends, qualifications, and terms and conditions of
redemption, of each Series of Term Preferred shares subject to this Statement, as now or hereafter authorized by the Board of Trustees, are set
forth in this Statement, as modified, amended or supplemented in an appendix to this Statement (each an _Appendix and collectively the

Appendices ) specifically relating to such Series (each such Series being referred to herein as a__Series of Term Preferred Shares _or Term
Preferred Shares of a Series ), and shares of all such Series of Term Preferred Shares subject to this Statement being referred to herein
individually as a _Term Preferred Share and collectively as the Term Preferred Shares ).

1 DEFINITIONS

1.1 Definitions. Unless the context or use indicates another or different meaning or intent and except with respect to any Series of Term
Preferred Shares as specifically provided in the Appendix applicable to such Series of Term Preferred Shares, each of the following terms when
used in this Statement shall have the meaning ascribed to it below, whether such term is used in the singular or plural and regardless of tense:

1940 Act means the Investment Company Act of 1940, as amended, or any successor statute.

1940 Act Asset Coverage means asset coverage, as defined for purposes of Section 18(h) of the 1940 Act, of at least 200% with respect to all
outstanding senior securities of the Fund which are shares of stock for purposes of the 1940 Act, including all outstanding Term Preferred Shares
(or such other asset coverage as may in the future be specified in or under the 1940 Act or by rule, regulation or order of the United States
Securities and Exchange Commission as the minimum asset coverage for senior securities which are shares of stock of a closed-end investment
company).

Adviser means Nuveen Fund Advisors, LLC, a Delaware limited liability company, or such other entity as shall be then serving as the
investment adviser of the Fund, and shall include, as appropriate, any sub-adviser duly appointed by the Adviser.

Appendices and _Appendix shall have the respective meanings as set forth in the Recitals of this Statement.
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Asset Coverage means asset coverage of a class of senior security which is a stock, as defined for purposes of Section 18(h) of the 1940 Act as
in effect on the date hereof, determined on the basis of values calculated as of a time within 48 hours (only including Business Days) next
preceding the time of such determination.

Asset Coverage Cure Date means, with respect to the failure by the Fund to maintain Asset Coverage of the Term Preferred Shares of at least
225% as of the close of business on a Business Day (as required by Section 2.4(a)), the date that is thirty (30) calendar days following such
Business Day.

Asset Coverage Redemption Price shall have the meaning as set forth in Section 2.5(b)(ii).
Board of Trustees means the Board of Trustees of the Fund or any duly authorized committee thereof as permitted by applicable law.

Business Day means any day (a) other than a day on which commercial banks in The City of New York, New York are required or authorized by
law or executive order to close and (b) on which the New York Stock Exchange is not closed.

By-Laws means the By-Laws of the Fund as amended from time to time.
Code means the Internal Revenue Code of 1986, as amended.
Common Shares means the common shares of beneficial interest, par value $.01 per share, of the Fund.

Corrective Action means, for the purpose of allowing the Fund to comply with the Asset Coverage requirements set forth in Section 2.4(a), (i) an
Irrevocable Deposit; (ii) the repayment of indebtedness of the Fund; (iii) corrective trades involving Fund assets; or (iv) any combination of the
actions described in clauses (i) through (iii) of this definition.

Custodian means a bank, as defined in Section 2(a)(5) of the 1940 Act, that has the qualifications prescribed in paragraph 1 of Section 26(a) of
the 1940 Act, or such other entity as shall be providing custodian services to the Fund as permitted by the 1940 Act or any rule, regulation, or
order thereunder, and shall include, as appropriate, any similarly qualified sub-custodian duly appointed by the Fund.

Custodian Agreement means any Custodian Agreement by and between the Custodian and the Fund.

Date of Original Issue means, with respect to any Series of Term Preferred Shares, the date specified as the Date of Original Issue for such
Series of Term Preferred Shares in the Appendix for such Series of Term Preferred Shares.

Declaration shall have the meaning as set forth in the Recitals of this Statement.

Debt Instrument means instruments, obligations, securities or other investments as described under the heading Portfolio Composition and Other
Information in the prospectus or other offering document for a Series of Term Preferred Shares.

Default shall mean a Dividend Default or a Redemption Default.

Deposit Securities means, as of any date, any United States dollar-denominated security or other investment of a type described below that either
(i) is a demand obligation payable to the holder thereof on any Business Day or (ii) has a maturity date, mandatory redemption date or
mandatory payment date, on its face or at
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the option of the holder, preceding the relevant Redemption Date, Dividend Payment Date or other payment date in respect of which such
security or other investment has been deposited or set aside as a Deposit Security:

(1) cash or any cash equivalent;
(2) any U.S. Government Obligation;

(3) any investment in any money market fund registered under the 1940 Act that qualifies under Rule 2a-7 under the 1940 Act, or similar
investment vehicle described in Rule 12d1-1(b)(2) under the 1940 Act, in each case that invests principally in U.S. Government Obligations; or

(4) any letter of credit from a bank or other financial institution that has a credit rating from at least one NRSRO that is the highest applicable
rating generally ascribed by such NRSRO to bank deposits or short-term debt of banks or such other financial institutions as of the date of this
Statement (or such rating s future equivalent).

Dividend Default shall have the meaning as set forth in Section 2.2(g)(i).

Dividend Payment Date means, with respect to any Series of Term Preferred Shares, each of the Dividend Payment Dates for such Series of
Term Preferred Shares set forth in the Appendix for such Series of Term Preferred Shares.

Dividend Period means, with respect to any Series of Term Preferred Shares, the Dividend Period for such Series of Term Preferred Shares set
forth in the Appendix for such Series of Term Preferred Shares.

Dividend Rate means, with respect to any Series of Term Preferred Shares and as of any date, the rate per annum specified as the Dividend Rate
for such Series of Term Preferred Shares as of such date in the Appendix for such Series of Term Preferred Shares, as adjusted (if applicable) in
accordance with the provisions of Section 2.2(g).

Electronic Means means email transmission, facsimile transmission or other similar electronic means of communication providing evidence of
transmission (but excluding online communications systems covered by a separate agreement) acceptable to the sending party and the receiving
party, in any case if operative as between the relevant parties, or, if not operative, by telephone (promptly confirmed by any other method set
forth in this definition), which, in the case of notices to the Redemption and Paying Agent and the Custodian, shall be sent by such means to
each of its representatives set forth in the Redemption and Paying Agent Agreement and the Custodian Agreement, respectively.

Exchange Act means the U.S. Securities Exchange Act of 1934, as amended.
Fitch means Fitch Ratings, Inc. and any successor or successors thereto.
Fund shall have the meaning as set forth in the Preamble to this Statement.

Holder means, with respect to the Term Preferred Shares of a Series or any other security issued by the Fund, a Person in whose name such
security is registered in the registration books of the Fund maintained by the Redemption and Paying Agent or otherwise.

Increased Rate shall have the meaning as set forth in Section 2.2(g)(i).

Irrevocable Deposit means, with respect to the Term Preferred Shares, the irrevocable deposit with the Redemption and Paying Agent of Deposit
Securities or, with respect to other Preferred Shares, the irrevocable
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deposit with the paying agent for such other Preferred Shares of funds or securities (in accordance with the terms of such other Preferred
Shares).

Liguidation Preference means, with respect to any Series of Term Preferred Shares, the amount specified as the liquidation preference per share
for such Series of Term Preferred Shares in the Appendix for such Series of Term Preferred Shares.

Liguidity Account Initial Date means, with respect to any Series of Term Preferred Shares, the date designated as the Liquidity Account Initial
Date in the Appendix for such Series of Term Preferred Shares.

Liguidity Account Investments means (i) Deposit Securities or (ii) any other security or investment owned by the Fund that is assigned a rating
by any of Moody s, Fitch or Standard & Poor s of not less than B3, in the case of Moody s, or B-, in the case of Standard & Poor s or Fitch, or an
equivalent rating by any other NRSRO (or any such rating s future equivalent).

Liguidity Requirement shall have the meaning as set forth in Section 2.10(b).

Market Value of any asset of the Fund means, for securities for which market quotations are readily available, the market value thereof
determined by an independent third-party pricing service designated from time to time by the Board of Trustees. Market Value of any asset shall
include any interest accrued thereon. The pricing service values portfolio securities at the mean between the quoted bid and asked price or the
yield equivalent when quotations are readily available. Securities for which quotations are not readily available are valued at fair value as
determined by the pricing service using methods that include consideration of: yields or prices of Debt Instruments of comparable quality, type
of issue, coupon, maturity and rating; indications as to value from dealers; and general market conditions. The pricing service may employ
electronic data processing techniques or a matrix system, or both, to determine recommended valuations.

Moody s means Moody s Investors Service, Inc. and any successor or successors thereto.
Notice of Redemption shall have the meaning as set forth in Section 2.5(d)(i).

NRSRO means any nationally recognized statistical rating organization within the meaning of Section 3(a)(62) of the Exchange Act that is not
an affiliated person (as defined in Section 2(a)(3) of the 1940 Act) of the Fund.

Optional Redemption Date shall have the meaning as set forth in Section 2.5(c)(i).

Optional Redemption Premium means, with respect to any Series of Term Preferred Shares, the premium (expressed as a percentage of the
Liquidation Preference of the Term Preferred Shares of such Series of Term Preferred Shares) payable by the Fund upon the redemption of Term
Preferred Shares of such Series at the option of the Fund, as set forth in the Appendix for such Series of Term Preferred Shares.

Optional Redemption Price shall have the meaning as set forth in Section 2.5(c)(i).

Outstanding means, as of any date with respect to Term Preferred Shares of a Series, the number of Term Preferred Shares of such Series
theretofore issued by the Fund except (without duplication):

(a) any shares of such Series of Term Preferred Shares theretofore cancelled or redeemed or delivered to the Redemption and Paying Agent for
cancellation or redemption in accordance with the terms hereof;
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(b) any shares of such Series of Term Preferred Shares as to which the Fund shall have given a Notice of Redemption and irrevocably deposited
with the Redemption and Paying Agent sufficient Deposit Securities to redeem such shares in accordance with Section 2.5 hereof; and

(c) any shares of such Series of Term Preferred Shares as to which the Fund shall be the Holder or the beneficial owner.

Person means and includes an individual, a partnership, a trust, a corporation, a limited liability company, an unincorporated association, a joint
venture or other entity or a government or any agency or political subdivision thereof.

Preferred Shares means the authorized preferred shares of beneficial interest, par value $.01 per share, of the Fund, including Term Preferred
Shares of each Series, shares of any other series of preferred shares of beneficial interest now or hereafter issued by the Fund, and any other
shares of beneficial interest hereafter authorized and issued by the Fund of a class having priority over any other class as to distribution of assets
or payments of dividends.

Rating Agencies means, as of any date and in respect of a Series of Term Preferred Shares, (i) each of Fitch and Moody s, to the extent it
maintains a rating on the Term Preferred Shares of such Series on such date and has not been replaced as a Rating Agency in accordance with
Section 2.7 and (ii) any other NRSRO designated as a Rating Agency on such date in accordance with Section 2.7. Fitch and Moody s have
initially been designated as Rating Agencies for purposes of the Term Preferred Shares subject to this Statement. In the event that at any time
any Rating Agency (i) ceases to be a Rating Agency for purposes of any Series of Term Preferred Shares and such Rating Agency has been
replaced by another Rating Agency in accordance with Section 2.7, any references to any credit rating of the replaced Rating Agency in this
Statement or any Appendix shall be deleted for purposes hereof as provided below and shall be deemed instead to be references to the equivalent
credit rating of the Rating Agency that has replaced such Rating Agency as of the most recent date on which such replacement Rating Agency
published credit ratings for such Series of Term Preferred Shares or (ii) designates a new rating definition for any credit rating of such Rating
Agency with a corresponding replacement rating definition for such credit rating of such Rating Agency, any references to such replaced rating
definition of such Rating Agency contained in this Statement or any Appendix shall instead be deemed to be references to such corresponding
replacement rating definition. In the event that at any time the designation of any Rating Agency as a Rating Agency for purposes of any Series
of Term Preferred Shares is terminated in accordance with Section 2.7, any rating of such terminated Rating Agency, to the extent it would have
been taken into account in any of the provisions of this Statement or the Appendix for such Series of Term Preferred Shares, shall be
disregarded, and only the ratings of the then-designated Rating Agencies for such Series of Term Preferred Shares shall be taken into account for
purposes of this Statement and such Appendix.

Rating Agency Guidelines means the guidelines of any Rating Agency, as they may be amended or modified from time to time, compliance with
which is required to cause such Rating Agency to continue to issue a rating with respect to a Series of Term Preferred Shares for so long as any
Term Preferred Shares of such Series are Outstanding.

Redemption and Paying Agent means, with respect to any Series of Term Preferred Shares, State Street Bank and Trust Company and its
successors or any other redemption and paying agent appointed by the Fund with respect to such Series of Term Preferred Shares.

Redemption and Paying Agent Agreement means, with respect to any Series of Term Preferred Shares, the Redemption and Paying Agent
Agreement or other similarly titled agreement by and among the Redemption and Paying Agent for such Series of Term Preferred Shares and the
Fund with respect to such Series of Term Preferred Shares.
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Redemption Date shall have the meaning as set forth in Section 2.5(d)(i).

Redemption Default shall have the meaning as set forth in Section 2.2(g)(i).

Redemption Price shall mean the Term Redemption Price, the Asset Coverage Redemption Price or the Optional Redemption Price, as
applicable.

Securities Depository shall mean The Depository Trust Company and its successors and assigns or any other securities depository selected by
the Fund that agrees to follow the procedures required to be followed by such securities depository as set forth in this Statement with respect to
the Term Preferred Shares.

Series shall have the meaning as set forth in the Recitals of this Statement.
Series of Term Preferred Shares shall have the meaning as set forth in the Recitals of this Statement.

Standard & Poor s means Standard & Poor s Ratings Services, a Standard & Poor s Financial Services LLC business, and any successor or
successors thereto.

Statement means this Statement Establishing and Fixing the Rights and Preferences of Term Preferred Shares, as it may be amended from time
to time in accordance with its terms.

Term Preferred shall have the meaning as set forth in the Recitals of this Statement.
Term Preferred Shares and Term Preferred Shares of a Series shall have the meanings as set forth in the Recitals of this Statement.
Term Redemption Amount shall have the meaning as set forth in Section 2.10(a).

Term Redemption Date means, with respect to any Series of Term Preferred Shares, the date specified as the Term Redemption Date in the
Appendix for such Series of Term Preferred Shares.

Term Redemption Liguidity Account shall have the meaning as set forth in Section 2.10(a).
Term Redemption Price shall have the meaning as set forth in Section 2.5(a).

U.S. Government Obligations means direct obligations of the United States or of its agencies or instrumentalities that are entitled to the full faith
and credit of the United States and that, other than United States Treasury Bills, provide for the periodic payment of interest and the full payment
of principal at maturity or call for redemption.

Voting Period shall have the meaning as set forth_in Section 2.6(b)(i).

With respect to any Series of Term Preferred Shares, any additional definitions specifically set forth in the Appendix relating to such Series of
Term Preferred Shares and any amendments to any definitions specifically set forth in the Appendix relating to such Series of Term Preferred
Shares, as such Appendix may be amended from time to time, shall be incorporated herein and made part hereof by reference thereto, but only
with respect to such Series of Term Preferred Shares.

1.2 Interpretation. The headings preceding the text of Sections included in this Statement are for convenience only and shall not be deemed part
of this Statement or be given any effect in interpreting this Statement. The use herein of the masculine, feminine or neuter gender or the singular
or plural form of words shall not limit any provision of this Statement. The use of the terms including or include shall in all cases

A-6

213



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

herein mean including, without limitation or include, without limitation, respectively. Reference to any Person includes such Person s successors
and assigns to the extent such successors and assigns are permitted by the terms of any applicable agreement (including this Statement), and

reference to a Person in a particular capacity excludes such Person in any other capacity or individually. Reference to any agreement (including

this Statement), document or instrument means such agreement, document or instrument as amended or modified and in effect from time to time

in accordance with the terms thereof and, if applicable, the terms hereof. Except as otherwise expressly set forth herein, reference to any law

means such law as amended, modified, codified, replaced or re-enacted, in whole or in part, including by rules, regulations, enforcement

procedures and any interpretations in respect thereof or promulgated thereunder. Underscored references to Sections shall refer to those portions

of this Statement. The use of the terms hereunder, hereof, hereto and words of similar import shall refer to this Statement as a whole and not to
any particular Section or clause of this Statement.

1.3 Liability of Officers. Trustees and Shareholders. A copy of the Declaration is on file with the Secretary of the Commonwealth of
Massachusetts, and notice hereby is given that this Statement is executed on behalf of the Fund by an officer of the Fund in his or her capacity as
an officer of the Fund and not individually and that the obligations of the Fund under or arising out of this Statement are not binding upon any of
the Trustees, officers or shareholders individually but are binding only upon the assets and properties of the Fund. All Persons extending credit
to, contracting with or having a claim against the Fund must look solely to the Fund s assets and property for the enforcement of any claims
against the Fund as none of the Fund s officers, agents or shareholders, whether past, present or future, assume any personal liability for
obligations entered on behalf of the Fund.

2 TERMS APPLICABLE TO ALL SERIES OF TERM PREFERRED SHARES

Except for such changes and amendments hereto with respect to a Series of Term Preferred Shares that are specifically contemplated by the
Appendix relating to such Series of Term Preferred Shares, each Series of Term Preferred Shares shall have the following terms:

2.1 Number of Shares: Ranking.
(a) The number of authorized shares constituting any Series of Term Preferred Shares shall be as set forth with respect to such Series of Term

Preferred Shares in the Appendix hereto relating to such Series of Term Preferred Shares. No fractional Term Preferred Shares shall be issued.

(b) The Term Preferred Shares of each Series shall rank on a parity with Term Preferred Shares of each other Series and with shares of any other
series of Preferred Shares as to the payment of dividends and the distribution of assets upon dissolution, liquidation or winding up of the affairs
of the Fund. The Term Preferred Shares of each Series shall have preference with respect to the payment of dividends and the distribution of
assets upon dissolution, liquidation or winding up of the affairs of the Fund over the Common Shares as set forth herein.

(c) No Holder of Term Preferred Shares shall have, solely by reason of being such a Holder, any preemptive or other right to acquire, purchase
or subscribe for any Term Preferred Shares or Common Shares or other securities of the Fund which it may hereafter issue or sell.

2.2 Dividends and Distributions.

(a) The Holders of Term Preferred Shares of a Series shall be entitled to receive, when, as and if declared by, or under authority granted by, the

Board of Trustees, out of funds legally available therefor and in preference to dividends and other distributions on Common Shares, cumulative

cash dividends and other distributions on each share of such Series of Term Preferred Shares, calculated separately for each Dividend Period for
such Series of Term Preferred Shares at the Dividend Rate in effect from time to time for such
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Series of Term Preferred Shares during such Dividend Period, computed on the basis of a 360-day year consisting of twelve 30-day months, on
an amount equal to the Liquidation Preference of such Series of Term Preferred Shares, and no more. Dividends and other distributions on the
Term Preferred Shares of a Series shall accumulate from the Date of Original Issue with respect to such Series of Term Preferred Shares.
Dividends payable on any Term Preferred Shares of a Series for any period of less than a full Dividend Period, including in connection with the
first Dividend Period for such shares or upon any redemption of such shares on any Redemption Date other than on a Dividend Payment Date,
shall be computed on the basis of a 360-day year consisting of twelve 30-day months and the actual number of days elapsed for any period of
less than a full Dividend Period.

(b) Dividends on Term Preferred Shares of each Series with respect to any Dividend Period shall be declared to the Holders of record of such
shares as their names shall appear on the registration books of the Fund at the close of business on each day in such Dividend Period and shall be
paid as provided in Section 2.2(f) hereof.

(c)(1) No full dividends and other distributions shall be declared or paid on shares of a Series of Term Preferred Shares for any Dividend Period
or part thereof unless full cumulative dividends and other distributions due through the most recent dividend payment dates therefor for all other
outstanding Preferred Shares (including shares of other Series of Term Preferred Shares) have been or contemporaneously are declared and paid
through the most recent dividend payment dates therefor. If full cumulative dividends and other distributions due have not been declared and
paid on all such outstanding Preferred Shares of any series, any dividends and other distributions being declared and paid on Term Preferred
Shares of a Series will be declared and paid as nearly pro rata as possible in proportion to the respective amounts of dividends and other
distributions accumulated but unpaid on the shares of each such series of Preferred Shares on the relevant dividend payment date for such series.
No Holders of Term Preferred Shares shall be entitled to any dividends and other distributions, whether payable in cash, property or shares, in
excess of full cumulative dividends and other distributions as provided in this Statement on such Term Preferred Shares.

(i1) No full dividends or other distributions shall be declared or paid on other Preferred Shares of the Fund for any dividend period therefor or
part thereof unless full cumulative dividends and other distributions have been or contemporaneously are declared and paid on the Term
Preferred Shares through the most recent Dividend Payment date for each Series of Term Preferred Shares. If full cumulative dividends and
other distributions due have not been declared and paid on the Term Preferred Shares through such most recent Dividend Payment Dates, any
dividends being declared and paid upon the Term Preferred Shares and any other Preferred Shares will be declared and paid as nearly pro rata as
possible in proportion to the respective amounts of dividends and other distributions accumulated but unpaid on the Term Preferred Shares and
each other Preferred Shares on the relevant dividend payment dates therefor.

(iii) For so long as any Term Preferred Shares are Outstanding, the Fund shall not: (x) declare or pay any dividend or other distribution (other
than a dividend or distribution paid in Common Shares) in respect of the Common Shares, (y) call for redemption, redeem, purchase or
otherwise acquire for consideration any Common Shares, or (z) pay any proceeds of the liquidation of the Fund in respect of the Common
Shares, unless, in each case, (A) immediately thereafter, the Fund shall have 1940 Act Asset Coverage after deducting the amount of such
dividend or other distribution or redemption or purchase price or liquidation proceeds, (B) all cumulative dividends and other distributions on all
Term Preferred Shares and all other series of Preferred Shares due on or prior to the date of the applicable dividend, distribution, redemption,
purchase or acquisition shall have been declared and paid (or shall have been declared and Deposit Securities or sufficient funds or other
securities (in accordance with the terms of such Preferred Shares) for the payment thereof shall have been deposited irrevocably with the paying
agent for such Preferred Shares) and (C) the Fund shall have deposited Deposit Securities pursuant to and in accordance with the requirements of
Section 2.5(d)(ii) hereof with respect to Outstanding Term Preferred Shares of a Series to be redeemed pursuant to Section 2.5(a) or
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Section 2.5(b) hereof for which a Notice of Redemption shall have been given or shall have been required to be given in accordance with the
terms hereof on or prior to the date of the applicable dividend, distribution, redemption, purchase or acquisition.

(iv) Any dividend payment made on Term Preferred Shares of a Series shall first be credited against the dividends and other distributions
accumulated with respect to the earliest Dividend Period for such Series of Term Preferred Shares for which dividends and other distributions
have not been paid.

(d) Not later than 12:00 noon, New York City time, on the Dividend Payment Date for a Series of Term Preferred Shares, the Fund shall deposit
with the Redemption and Paying Agent Deposit Securities having an aggregate Market Value on such date sufficient to pay the dividends and
other distributions that are payable on such Dividend Payment Date in respect of such Series of Term Preferred Shares. The Fund may direct the
Redemption and Paying Agent with respect to the investment or reinvestment of any such Deposit Securities so deposited prior to the Dividend
Payment Date, provided that such investment consists exclusively of Deposit Securities and provided further that the proceeds of any such
investment will be available as same day funds at the opening of business on such Dividend Payment Date.

(e) All Deposit Securities deposited with the Redemption and Paying Agent for the payment of dividends or other distributions payable on a
Series of Term Preferred Shares shall be held in trust for the payment of such dividends or other distributions by the Redemption and Paying
Agent for the benefit of the Holders of such Series of Term Preferred Shares entitled to the payment of such dividends or other distributions
pursuant to Section 2.2(f). Any moneys paid to the Redemption and Paying Agent in accordance with the foregoing but not applied by the
Redemption and Paying Agent to the payment of dividends or other distributions, including interest earned on such moneys while so held, will,
to the extent permitted by law, be repaid to the Fund as soon as possible after the date on which such moneys were to have been so applied, upon
request of the Fund.

(f) Dividends on Term Preferred Shares of a Series shall be paid on each Dividend Payment Date for such Series of Term Preferred Shares to the
Holders of shares of such Series of Term Preferred Shares as their names appear on the registration books of the Fund at the close of business on
the day immediately preceding such Dividend Payment Date (or, if such day is not a Business Day, the next preceding Business Day). Dividends
in arrears on Term Preferred Shares of a Series for any past Dividend Period may be declared and paid on any date, without reference to any
regular Dividend Payment Date, to the Holders of shares of such Series of Term Preferred Shares as their names appear on the registration books
of the Fund on such date, not exceeding fifteen (15) calendar days preceding the payment date thereof, as may be fixed by the Board of Trustees.
No interest or sum of money in lieu of interest will be payable in respect of any dividend payment or payments on Term Preferred Shares of a
Series which may be in arrears.

(g) The Dividend Rate on a Series of Term Preferred Shares shall be adjusted to the Increased Rate (as hereinafter defined) for any date during a
Dividend Period with respect to a Series of Term Preferred Shares on which the Fund has failed to deposit with the Redemption and Paying

Agent by 12:00 noon, New York City time, on (A) a Dividend Payment Date for such Series of Term Preferred Shares, Deposit Securities that
will provide funds available to the Redemption and Paying Agent on such Dividend Payment Date sufficient to pay the full amount of any
dividend on such Series of Term Preferred Shares payable on such Dividend Payment Date (a _Dividend Default ) and such Dividend Default has
not ended as contemplated in this Section 2.2(g); or (B) an applicable Redemption Date for such Series, Deposit Securities that will provide

funds available to the Redemption and Paying Agent on such Redemption Date sufficient to pay the full amount of the Redemption Price

payable in respect of such Series of Term Preferred Shares on such Redemption Date (a _Redemption Default ) and such Redemption Default has
not ended as contemplated in this Section 2.2(g). A Dividend Default or a Redemption Default on a Series of Term Preferred Shares shall end on
the Business Day on which, by 12:00 noon, New York City time, an Irrevocable Deposit in an amount equal to all unpaid dividends on such
Series of Term Preferred Shares and any unpaid Redemption Price on such Series of Term Preferred Shares, as applicable, shall have been made
with the Redemption and Paying Agent. In the case of any Default on a Series of Term Preferred Shares, the Dividend Rate for
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such Series of Term Preferred Shares will be equal to the Increased Rate for each calendar day on which such Default is in effect in respect
thereof. The _Increased Rate on a Series of Term Preferred Shares for any such calendar day shall be equal to the Dividend Rate in effect on such
day for such Series of Term Preferred Shares plus five percent (5%) per annum.

(h) Reporting of Increased Rate. In the event that an Increased Rate is in effect for an Outstanding Series of Term Preferred Shares, the Fund
will, as soon as practicable (but in no event later than five (5) Business Days following the first day that such Increased Rate is in effect), make
public disclosure via press release of the effectiveness of the Increased Rate and the date(s) on which such Increased Rate was effective. In
addition, following the end of a Default triggering such Increased Rate, the Fund will, as soon as practicable (but in no event later than five

(5) Business Days following the last day that such Increased Rate is in effect) make public disclosure via press release announcing the date on
which such Increased Rate ceased to be effective (as determined in accordance with Section 2.2(g)). A press release issued pursuant to the first
sentence of this Section 2.2(h) may include information that satisfies the requirements of the second sentence of this Section 2.2(h). In such case,
a separate press release shall not be required to be issued pursuant to the second sentence of this Section 2.2(h). The public disclosures described
in this Section 2.2(h) will constitute the Fund s sole obligation with respect to notification of any Person concerning the effectiveness of the
Increased Rate on such date(s).

2.3 Liguidation Rights.

(a) In the event of any liquidation, dissolution or winding up of the affairs of the Fund, whether voluntary or involuntary, the Holders of Term
Preferred Shares shall be entitled to receive out of the assets of the Fund available for distribution to shareholders, after satisfying claims of
creditors but before any distribution or payment shall be made in respect of the Common Shares, a liquidation distribution equal to the
Liquidation Preference for such shares, plus an amount equal to all unpaid dividends and other distributions on such shares accumulated to (but
excluding) the date fixed for such distribution or payment on such shares (whether or not earned or declared by the Fund, but without interest
thereon), and such Holders shall be entitled to no further participation in any distribution or payment in connection with any such liquidation,
dissolution or winding up.

(b) If, upon any liquidation, dissolution or winding up of the affairs of the Fund, whether voluntary or involuntary, the assets of the Fund
available for distribution among the Holders of all Outstanding Term Preferred Shares and any other outstanding Preferred Shares shall be
insufficient to permit the payment in full to such Holders of the Liquidation Preference of such Term Preferred Shares plus accumulated and
unpaid dividends and other distributions on such shares as provided in Section 2.3(a) above and the amounts due upon liquidation with respect to
such other Preferred Shares, then such available assets shall be distributed among the Holders of such Term Preferred Shares and such other
Preferred Shares ratably in proportion to the respective preferential liquidation amounts to which they are entitled. In connection with any
liquidation, dissolution or winding up of the affairs of the Fund, whether voluntary or involuntary, unless and until the Liquidation Preference on
each Outstanding Term Preferred Share plus accumulated and unpaid dividends and other distributions on such shares as provided in

Section 2.3(a) above have been paid in full to the Holders of such shares, no dividends, distributions or other payments will be made on, and no
redemption, purchase or other acquisition by the Fund will be made by the Fund in respect of, the Common Shares.

(c) Neither the sale of all or substantially all of the property or business of the Fund, nor the merger, consolidation or reorganization of the Fund
into or with any other business or statutory trust, corporation or other entity, nor the merger, consolidation or reorganization of any other
business or statutory trust, corporation or other entity into or with the Fund shall be a dissolution, liquidation or winding up, whether voluntary
or involuntary, for the purpose of this Section 2.3.
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2.4 Asset Coverage Test.

(a) Asset Coverage Requirement. For so long as any Term Preferred Shares of a Series are Outstanding, the Fund shall have Asset Coverage of
such Series of Term Preferred Shares of at least 225% as of the close of business on each Business Day. If the Fund shall fail to maintain such
Asset Coverage as of any time as of which such compliance is required to be determined as aforesaid, the provisions of Section 2.5(b) shall be
applicable, which provisions to the extent complied with shall constitute the sole remedy for the Fund s failure to comply with the provisions of

this Section 2.4(a).

(b) Calculation of Asset Coverage. For purposes of determining whether the requirements of Section 2.4(a) are satisfied, (i) no Term Preferred
Shares or other Preferred Shares shall be deemed to be Outstanding for purposes of any computation required by Section 2.4(a) if, prior to or
concurrently with such determination, an Irrevocable Deposit (in accordance with the terms of such Term Preferred Shares or other Preferred
Shares) sufficient to pay the full redemption price for such Series of Term Preferred Shares or other Preferred Shares (or the portion thereof to be
redeemed) shall have been made with the paying agent for such Series of Term Preferred Shares or other Preferred Shares and the requisite
notice of redemption for such Series of Term Preferred Shares or other Preferred Shares (or the portion thereof to be redeemed) shall have been
given and (ii) the Deposit Securities or other sufficient funds or securities that shall have been so deposited with the applicable paying agent as
provided in clause (i) of this sentence, shall not be included as assets of the Fund for purposes of such computation.

2.5 Redemption. Each Series of Term Preferred Shares shall be subject to redemption by the Fund as provided below:

(a) Term Redemption. The Fund shall redeem all Term Preferred Shares of a Series on the Term Redemption Date for such Series of Term
Preferred Shares, at a price per share equal to the Liquidation Preference of such Series of Term Preferred Shares plus an amount equal to all
unpaid dividends and other distributions on such share of such Series of Term Preferred Shares accumulated from and including the Date of
Original Issue to (but excluding) the Term Redemption Date for such Series of Term Preferred Shares (whether or not earned or declared by the
Fund, but without interest thereon) (the _Term Redemption Price ).

(b) Asset Coverage Corrective Action or Cure.

(1) If the Fund fails to comply with the Asset Coverage requirement as provided in Section 2.4(a) as of any time as of which such compliance is
required to be determined in accordance with Section 2.4(a) and such failure is not cured as of the Asset Coverage Cure Date (other than as a
result of the Corrective Action required by this Section 2.5(b)(i)), the Fund shall, to the extent permitted by the 1940 Act and Massachusetts law
and pursuant to the terms and conditions of any credit agreement, loan agreement, credit facility or other agreement representing borrowings of
the Fund (a _Credit Agreement ) that is in effect at such time, by the close of business on the Business Day next following such Asset Coverage
Cure Date, (x) determine (1) the Corrective Action to be taken to cause the Fund to regain compliance with the Asset Coverage requirement
provided in Section 2.4(a); (2) if applicable, the identity and Market Value of assets of the Fund to be sold in connection with a Corrective
Action; and (3) the date, which date shall not be later than the twentieth (20™) Business Day following such Asset Coverage Cure Date, on
which the Fund shall regain compliance with the Asset Coverage requirement provided in Section 2.4(a); and (y)(1) in the case of a Corrective
Action involving an Irrevocable Deposit in connection with a redemption of Preferred Shares pursuant to this Section 2.5(b), cause such
Irrevocable Deposit to be made, in each case, on or prior to the twentieth (20th) Business Day following such Asset Coverage Cure Date, in
accordance with the terms of the Preferred Shares to be redeemed, for the redemption of a sufficient number of Preferred Shares that would
enable the Fund to meet the requirements of Section 2.5(b)(iii); (2) in the case of a Corrective Action involving a repayment of indebtedness of
the Fund, on or prior to the twentieth (20™) Business Day following such Asset Coverage Cure Date, repay such indebtedness; or (3) in the case
of a
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Corrective Action involving one or more corrective trades involving assets of the Fund, on or prior to the twentieth (20™) Business Day
following such Asset Coverage Cure Date, execute such corrective trades.

(ii) In the event that any Term Preferred Shares of a Series then Outstanding are to be redeemed pursuant to Section 2.5(b)(i), the Fund shall
redeem such shares at a price per share equal to the Liquidation Preference of such Series of Term Preferred Shares plus an amount equal to all
unpaid dividends and other distributions on such share of such Series of Term Preferred Shares accumulated from and including the Date of
Original Issue to (but excluding) the date fixed for such redemption by the Board of Trustees (whether or not earned or declared by the Fund, but
without interest thereon), subject to Section 2.5(d)(vi) (the _Asset Coverage Redemption Price ).

(iii) On the Redemption Date or other applicable redemption date for a redemption contemplated by Section 2.5(b)(i), the Fund shall redeem at
the Asset Coverage Redemption Price, out of funds legally available therefor and to the extent permitted by any Credit Agreement in effect on
such date, such number of Preferred Shares (which may include at the sole option of the Fund any number or proportion of Term Preferred
Shares of a Series) as shall be equal to the lesser of (x) the minimum number of Preferred Shares, the redemption of which, if deemed to have
occurred immediately prior to the opening of business on the Asset Coverage Cure Date, would result in the Fund having Asset Coverage on
such Asset Coverage Cure Date of at least 225% (provided, however, that if there is no such minimum number of Term Preferred Shares and
other Preferred Shares the redemption or retirement of which would have such result, all Term Preferred Shares and other Preferred Shares then
outstanding shall be redeemed), and (y) the maximum number of Preferred Shares that can be redeemed out of funds expected to be legally
available therefor in accordance with the Declaration and applicable law and to the extent permitted by any Credit Agreement in effect on such
date. The Fund shall effect such redemption on the date fixed by the Fund therefor, which date shall not be later than the twentieth

(20™) Business Day following such Asset Coverage Cure Date, except that if the Fund does not have funds legally available for the redemption
of all of the required number of Term Preferred Shares and other Preferred Shares which have been designated to be redeemed or the Fund
otherwise is unable to effect such redemption on or prior to the twentieth (20™) Business Day following such Asset Coverage Cure Date, the
Fund shall (i) redeem those Term Preferred Shares and other Preferred Shares that it is able to redeem and (ii) redeem those Term Preferred
Shares and other Preferred Shares which it was unable to redeem on the earliest practicable date on which it is able to effect such redemption. If
fewer than all of the Outstanding Term Preferred Shares of a Series are to be redeemed pursuant to this Section 2.5(b), the number of Term
Preferred Shares of such Series to be redeemed from the respective Holders shall be determined (A) pro rata among the Outstanding shares of
such Series of Term Preferred Shares, (B) by lot or (C) in such other manner as the Board of Trustees may determine to be fair and equitable, in
each case, in accordance with the 1940 Act; provided, in each such case, that such method of redemption as set forth in this Section 2.5(b)(iii)
shall be subject to any applicable procedures established by the Securities Depository.

(c) Optional Redemption.

(1) Subject to the provisions of Section 2.5(¢c)(ii), the Fund may at its option on any Business Day (such Business Day, an _Optional Redemption
Date ) redeem in whole or from time to time in part the Outstanding Term Preferred Shares of a Series, at a redemption price per Term Preferred
Share (the _Optional Redemption Price ) equal to (x) the Liquidation Preference of such Series of Term Preferred Shares plus (y) an amount equal
to all unpaid dividends and other distributions on such Term Preferred Share of such Series of Term Preferred Shares accumulated from and
including the Date of Original Issue to (but excluding) the Optional Redemption Date (whether or not earned or declared by the Fund, but

without interest thereon) plus (z) the Optional Redemption Premium per share (if any) that is applicable to an optional redemption of Term
Preferred Shares of such Series that is effected on such Optional Redemption Date as set forth in the Appendix relating to such Series of Term
Preferred Shares.
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(ii) If fewer than all of the outstanding Term Preferred Shares of a Series are to be redeemed pursuant to Section 2.5(c)(i), the shares of such
Series of Term Preferred Shares to be redeemed shall be selected either (A) pro rata among such Series of Term Preferred Shares, (B) by lot or
(C) in such other manner as the Board of Trustees may determine to be fair and equitable, in each case, in accordance with the 1940 Act;
provided, in each such case, that such method of redemption as set forth in this Section 2.5(c)(ii) shall be subject to any applicable procedures
established by the Securities Depository. Subject to the provisions of this Statement and applicable law, the Board of Trustees will have the full
power and authority to prescribe the terms and conditions upon which Term Preferred Shares will be redeemed pursuant to this Section 2.5(c)
from time to time.

(iii) The Fund may not on any date deliver a Notice of Redemption pursuant to Section 2.5(d) in respect of a redemption contemplated to be
effected pursuant to this Section 2.5(c) unless on such date the Fund has available Deposit Securities for the Optional Redemption Date
contemplated by such Notice of Redemption having a Market Value not less than the amount (including any applicable premium) due to Holders
of Term Preferred Shares by reason of the redemption of such Term Preferred Shares on such Optional Redemption Date.

(d) Procedures for Redemption.

(1) If the Fund shall determine or be required to redeem, in whole or in part, Term Preferred Shares of a Series pursuant to Section 2.5(a), (b) or
(c), the Fund shall deliver a notice of redemption (the _Notice of Redemption ), by overnight delivery, by first class mail, postage prepaid or by
Electronic Means to Holders thereof, or request the Redemption and Paying Agent, on behalf of the Fund, to promptly do so by overnight
delivery, by first class mail, postage prepaid or by Electronic Means. A Notice of Redemption shall be provided not more than forty-five

(45) calendar days prior to the date fixed for redemption and not less than five (5) calendar days prior to the date fixed for redemption pursuant
to Section 2.5(a), (b) or (¢) in such Notice of Redemption (the _Redemption Date ). Each such Notice of Redemption shall state: (A) the
Redemption Date; (B) the Series of Term Preferred Shares and number of Term Preferred Shares to be redeemed; (C) the CUSIP number for
Term Preferred Shares of such Series; (D) the applicable Redemption Price on a per share basis; (E) if applicable, the place or places where the
certificate(s) for such shares (properly endorsed or assigned for transfer, if the Board of Trustees requires and the Notice of Redemption states)
are to be surrendered for payment of the Redemption Price; (F) that dividends on the Term Preferred Shares to be redeemed will cease to
accumulate from and after such Redemption Date; and (G) the provisions of this Statement under which such redemption is made. If fewer than
all Term Preferred Shares held by any Holder are to be redeemed, the Notice of Redemption delivered to such Holder shall also specify the
number of Term Preferred Shares to be redeemed from such Holder or the method of determining such number. The Fund may provide in any
Notice of Redemption relating to an optional redemption contemplated to be effected pursuant to Section 2.5(c) of this Statement that such
redemption is subject to one or more conditions precedent and that the Fund shall not be required to effect such redemption unless each such
condition has been satisfied at the time or times and in the manner specified in such Notice of Redemption. No defect in the Notice of
Redemption or delivery thereof shall affect the validity of redemption proceedings, except as required by applicable law.

(ii) If the Fund shall give a Notice of Redemption, then at any time from and after the giving of such Notice of Redemption and prior to 12:00
noon, New York City time, on the Redemption Date (so long as any conditions precedent to such redemption have been met or waived by the
Fund), the Fund shall (A) make an Irrevocable Deposit with the Redemption and Paying Agent of Deposit Securities having an aggregate Market
Value on the date thereof no less than the Redemption Price of the Term Preferred Shares to be redeemed on the Redemption Date and (B) give
the Redemption and Paying Agent irrevocable instructions and authority to pay the applicable Redemption Price to the Holders of the Term
Preferred Shares called for redemption on the Redemption Date. The Fund may direct the Redemption and Paying Agent with respect to the
investment of any Deposit Securities consisting of
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cash so deposited prior to the Redemption Date, provided that the proceeds of any such investment shall be available at the opening of business
on the Redemption Date as same day funds. Notwithstanding the provisions of clause (A) of the preceding sentence, if the Redemption Date is
the Term Redemption Date, then such Irrevocable Deposit of Deposit Securities (which may come in whole or in part from the Term
Redemption Liquidity Account) shall be made no later than fifteen (15) calendar days prior to the Term Redemption Date.

(iii) Following the giving of a Notice of Redemption, upon the date of the Irrevocable Deposit of Deposit Securities in accordance with

Section 2.5(d)(ii), all rights of the Holders of the Term Preferred Shares so called for redemption shall cease and terminate except the right of the
Holders thereof to receive the Redemption Price thereof and such Term Preferred Shares shall no longer be deemed Outstanding for any purpose
whatsoever (other than (A) the transfer thereof prior to the applicable Redemption Date and (B) the accumulation of dividends and other
distributions thereon in accordance with the terms hereof up to (but excluding) the applicable date of redemption, which accumulated dividends
and other distributions, unless previously declared and paid as contemplated by the last sentence of Section 2.5(d)(vi) below, shall be payable
only as part of the applicable Redemption Price on the date of redemption of the Term Preferred Shares). The Fund shall be entitled to receive,
promptly after the date of redemption of the Term Preferred Shares, any Deposit Securities in excess of the aggregate Redemption Price of the
Term Preferred Shares called for redemption on the Redemption Date. Any Deposit Securities so deposited that are unclaimed at the end of
ninety (90) calendar days from the date of redemption of the Term Preferred Shares shall, to the extent permitted by law, be repaid to the Fund,
after which the Holders of the Term Preferred Shares so called for redemption shall look only to the Fund for payment of the Redemption Price
thereof. The Fund shall be entitled to receive, from time to time after the Redemption Date, any interest on the Deposit Securities so deposited.

(iv) On or after the Redemption Date, each Holder of Term Preferred Shares in certificated form (if any) that are subject to redemption shall
surrender the certificate(s) evidencing such Term Preferred Shares to the Fund at the place designated in the Notice of Redemption and shall
then be entitled to receive the Redemption Price for such Term Preferred Shares, without interest, and in the case of a redemption of fewer than
all the Term Preferred Shares represented by such certificate(s), a new certificate representing the Term Preferred Shares that were not
redeemed.

(v) Notwithstanding the other provisions of this Section 2.5, except as otherwise required by law, (A) the Fund shall not redeem any Term
Preferred Shares or other series of Preferred Shares unless all accumulated and unpaid dividends and other distributions on all Outstanding Term
Preferred Shares and shares of other series of Preferred Shares for all applicable past dividend periods (whether or not earned or declared by the
Fund) (x) shall have been or are contemporaneously paid or (y) shall have been or are contemporaneously declared and Deposit Securities or
sufficient funds or securities (in accordance with the terms of such Preferred Shares) for the payment of such dividends and other distributions
shall have been or are contemporaneously deposited with the Redemption and Paying Agent or other applicable paying agent for such Preferred
Shares in accordance with the terms of such Preferred Shares and (B) if, as of the Redemption Date for a Series of Term Preferred Shares, any
redemption required with respect to any outstanding Preferred Shares (including shares of other Series of Term Preferred Shares) ranking on a
parity with such Series of Term Preferred Shares (x) shall not have been made on the redemption date therefor or is not contemporaneously
made on the Redemption Date or (y) shall not have been or is not contemporaneously noticed and Deposit Securities or sufficient funds or
securities (in accordance with the terms of such Term Preferred Shares or other Preferred Shares) for the payment of such redemption shall not
have been or are not contemporaneously deposited with the Redemption and Paying Agent or other applicable paying agent for such other Term
Preferred Shares or other Preferred Shares in accordance with the terms of such other Term Preferred Shares or other Preferred Shares, then any
redemption required hereunder shall be made as nearly as possible on a pro rata basis with all other Preferred Shares then required to be
redeemed (or in respect of which securities or funds for redemption
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are required to be deposited) in accordance with the terms of such Preferred Shares, and the number of shares of such Series of Term Preferred
Shares to be redeemed from the respective Holders shall be determined pro rata among the Outstanding shares of such Series of Term Preferred
Shares or in such other manner as the Board of Trustees may determine to be fair and equitable and that is in accordance with the 1940 Act;
provided, in each such case, that such method of redemption as set forth in this Section 2.5(d)(v) shall be subject to any applicable procedures
established by the Securities Depository, and provided further, however, that the foregoing shall not prevent the purchase or acquisition of
Outstanding Term Preferred Shares pursuant to an otherwise lawful purchase or exchange offer made on the same terms to Holders of all
Outstanding Term Preferred Shares and any other series of Preferred Shares for which all accumulated and unpaid dividends and other
distributions have not been paid or for which required redemptions have not been made.

(vi) To the extent that any redemption for which a Notice of Redemption has been provided is not made (A) by reason of the absence of legally
available funds therefor in accordance with the Declaration, this Statement and applicable law or (B) pursuant to the terms and conditions of any
Credit Agreement in effect on the date on which such redemption is scheduled, such redemption shall be made as soon as practicable to the
extent such funds become available or as permitted by such Credit Agreement. In the case of any redemption pursuant to Section 2.5(c), no
Redemption Default shall be deemed to have occurred if the Fund shall fail to deposit in trust with the Redemption and Paying Agent Deposit
Securities having an aggregate Market Value on the date thereof of no less than the Redemption Price with respect to any shares where (1) the
Notice of Redemption relating to such redemption provided that such redemption was subject to one or more conditions precedent and (2) any
such condition precedent shall not have been satisfied at the time or times and in the manner specified in such Notice of Redemption.
Notwithstanding the fact that a Notice of Redemption has been provided with respect to any Term Preferred Shares to be redeemed pursuant to
Section 2.5(c), dividends shall be declared and paid on such Term Preferred Shares in accordance with their terms regardless of whether Deposit
Securities for the payment of the Redemption Price of such Term Preferred Shares shall have been deposited in trust with the Redemption and
Paying Agent for that purpose.

(vii) Notwithstanding anything to the contrary herein or in any Notice of Redemption, if the Fund shall not have redeemed Term Preferred
Shares on the applicable Redemption Date, the Holders of the Term Preferred Shares subject to redemption shall continue to be entitled to
(a) receive dividends on such Term Preferred Shares accumulated at the Dividend Rate for the period from, and including, such Redemption
Date through, but excluding, the date on which such Term Preferred Shares are actually redeemed and such dividends, to the extent
accumulated, but unpaid, during such period (whether or not earned or declared but without interest thereon) shall be included in the
Redemption Price for such Term Preferred Shares and (b) transfer the Term Preferred Shares prior to the date on which such Term Preferred
Shares are actually redeemed, provided that all other rights of Holders of such Term Preferred Shares shall have terminated upon the date of
deposit of Deposit Securities in accordance with and as provided in Sections 2.5(d)(ii) and 2.5(d)(iii).

(e) Redemption and Paying Agent as Trustee of Redemption Payments by Fund. All Deposit Securities transferred to the Redemption and
Paying Agent for payment of the Redemption Price of Term Preferred Shares called for redemption shall be held in trust by the Redemption and
Paying Agent for the benefit of Holders of Term Preferred Shares so to be redeemed until paid to such Holders in accordance with the terms
hereof or returned to the Fund in accordance with the provisions of Section 2.5(d)(iii) above.

(f) Compliance With Applicable Law and Credit Agreement. The Fund shall effect any redemption pursuant to this Section 2.5 in accordance
with the 1940 Act and any applicable law and pursuant to the terms and conditions of any Credit Agreement in effect as of the date of such
redemption.

(g) Modification of Redemption Procedures. Notwithstanding the foregoing provisions of this Section 2.5, the Fund may, in its sole discretion
and without a shareholder vote, modify the procedures set forth above with respect to notification of redemption for the Term Preferred Shares
(other than the five
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(5) calendar day minimum notice period set forth in Section 2.5(d)(i)), provided that such modification does not materially and adversely affect
the Holders of the Term Preferred Shares or cause the Fund to violate any applicable law, rule or regulation; and provided further that no such
modification shall in any way alter the rights or obligations of the Redemption and Paying Agent without its prior consent.

2.6 Voting Rights.

(a) One Vote Per Term Preferred Share. Except as otherwise provided in the Declaration or as otherwise required by law, (i) each Holder of
Term Preferred Shares shall be entitled to one vote for each Term Preferred Share held by such Holder on each matter submitted to a vote of
shareholders of the Fund, and (ii) the Holders of outstanding Preferred Shares, including Outstanding Term Preferred Shares, and Common
Shares shall vote together as a single class; provided, however, that the Holders of outstanding Preferred Shares, including Outstanding Term
Preferred Shares, shall be entitled, as a class, to the exclusion of the holders of all other securities and Common Shares of the Fund, to elect two
(2) trustees of the Fund at all times. Subject to Section 2.6(b), the Holders of outstanding Common Shares and Preferred Shares, including
Holders of Term Preferred Shares, voting together as a single class, shall elect the balance of the trustees.

(b) Voting For Additional Trustees.

(1) Yoting Period. During any period in which any one or more of the conditions described in clauses (A) or (B) of this Section 2.6(b)(i) shall
exist (such period being referred to herein as a _Voting Period ), the number of trustees constituting the Board of Trustees shall be automatically
increased by the smallest number that, when added to the two (2) trustees elected exclusively by the Holders of Preferred Shares, including Term
Preferred Shares, would constitute a majority of the Board of Trustees as so increased by such smallest number; and the Holders of Preferred
Shares, including Term Preferred Shares, shall be entitled, voting as a class on a one-vote-per-share basis (to the exclusion of the Holders of all
other securities and classes of capital stock of the Fund), to elect such smallest number of additional trustees, together with the two trustees that
such Holders are in any event entitled to elect. A Voting Period shall commence:

(A) if, at the close of business on any dividend payment date for any outstanding Preferred Share including any Outstanding Term Preferred
Share, accumulated dividends (whether or not earned or declared) on such outstanding Preferred Share equal to at least two (2) full years
dividends shall be due and unpaid and sufficient cash or specified securities shall not have been deposited with the Redemption and Paying
Agent or other applicable paying agent for the payment of such accumulated dividends; or

(B) if at any time Holders of Preferred Shares are otherwise entitled under the 1940 Act to elect a majority of the Board of Trustees.

A Voting Period shall terminate upon all of the foregoing conditions ceasing to exist. Upon the termination of a Voting Period, the voting rights
described in this Section 2.6(b)(i) shall cease, subject always, however, to the revesting of such voting rights in the Holders of Preferred Shares
upon the further occurrence of any of the events described in this Section 2.6(b)(i).

(i1) Notice of Special Meeting. As soon as practicable after the accrual of any right of the Holders of Preferred Shares to elect additional trustees
as described in Section 2.6(b)(i), the Fund shall call a special meeting of such Holders and notify the Redemption and Paying Agent and/or such
other Person as is specified in the terms of such Preferred Shares to receive notice (i) by mailing or delivery by Electronic Means or (ii) in such
other manner and by such other means as are specified in the terms of such Preferred Shares, a notice of such special meeting to such Holders,
such meeting to be held not less than ten (10) nor more than thirty (30) calendar days after the date of the delivery by Electronic Means or
mailing of such notice or the delivery of such notice by such other means as are described in clause (ii) above. If the Fund fails to call such a
special meeting, it may be called at the expense of the
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Fund by any such Holder on like notice. The record date for determining the Holders of Preferred Shares entitled to notice of and to vote at such
special meeting shall be the close of business on the fifth (5™) Business Day preceding the calendar day on which such notice is mailed or
otherwise delivered. At any such special meeting and at each meeting of Holders of Preferred Shares held during a Voting Period at which
trustees are to be elected, such Holders, voting together as a class (to the exclusion of the Holders of all other securities and classes of capital
stock of the Fund), shall be entitled to elect the number of trustees prescribed in Section 2.6(b)(i) on a one-vote-per-share basis.

(iii) Terms of Office of Existing Trustees. The terms of office of the incumbent trustees of the Fund at the time of a special meeting of Holders
of Preferred Shares to elect additional trustees in accordance with Section 2.6(b)(i) shall not be affected by the election at such meeting by the
Holders of Term Preferred Shares and such other Holders of Preferred Shares of the number of trustees that they are entitled to elect, and the
trustees so elected by the Holders of Term Preferred Shares and such other Holders of Preferred Shares, together with the two (2) trustees elected
by the Holders of Preferred Shares in accordance with Section 2.6(a) hereof and the remaining trustees elected by the holders of the Common
Shares and Preferred Shares, shall constitute the duly elected trustees of the Fund.

(iv) Terms of Office of Certain Trustees to Terminate Upon Termination of Voting Period. Simultaneously with the termination of a Voting
Period, the terms of office of the additional trustees elected by the Holders of Preferred Shares pursuant to Section 2.6(b)(i) shall terminate, the

remaining trustees shall constitute the trustees of the Fund and the voting rights of the Holders of Preferred Shares to elect additional trustees
pursuant to Section 2.6(b)(i) shall cease, subject to the provisions of the last sentence of Section 2.6(b)(i).

(c) Holders of Term Preferred Shares to Vote on Certain Matters.

(1) Certain Amendments Requiring Approval of Term Preferred Shares. Except as otherwise permitted by the terms of this Statement, so long as
any Term Preferred Shares are Outstanding, the Fund shall not, without the affirmative vote or consent of the Holders of at least a majority of
the Term Preferred Shares subject to this Statement that are Outstanding at the time, voting together as a separate class, amend, alter or repeal
the provisions of the Declaration or this Statement, whether by merger, consolidation or otherwise, so as to (1) alter or abolish any preferential
right of such Term Preferred Share or (2) create, alter or abolish any right in respect of redemption of such Term Preferred Share; provided that a
division, stock split or reverse stock split of a Term Preferred Share shall not, by itself, be deemed to have any of the effects set forth in clause
(1) or (2) of this Section 2.6(c)(i). So long as any Term Preferred Shares are Outstanding, the Fund shall not, without the affirmative vote or
consent of the Holders of at least 66 2/3% of the Term Preferred Shares Outstanding at the time, voting as a separate class, file a voluntary
application for relief under United States bankruptcy law or any similar application under state law for so long as the Fund is solvent and does
not foresee becoming insolvent. For the avoidance of doubt, no vote of the holders of Common Shares shall be required to amend, alter or repeal
the provisions of this Statement, including any Appendix hereto.

(i1) 1940 Act Matters. Unless a higher percentage is provided for in the Declaration, the affirmative vote of the Holders of at least a majority of
the outstanding Preferred Shares, including Term Preferred Shares Outstanding at the time, voting as a separate class, shall be required (A) to
approve any conversion of the Fund from a closed-end to an open-end investment company, (B) to approve any plan of reorganization (as such
term is used in the 1940 Act) adversely affecting such shares, or (C) to approve any other action requiring a vote of security holders of the Fund
under Section 13(a) of the 1940 Act. For purposes of the foregoing, the vote of a majority of the outstanding Preferred Shares means the vote at
an annual or special meeting duly called of (i) sixty-seven percent (67%) or more of such shares present at a meeting, if the Holders of more than
fifty percent (50%) of such shares are present or represented by proxy at such meeting, or (ii) more than fifty percent (50%) of such shares,
whichever is less.
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(iii) Certain Amendments Requiring Majority Approval of Specific Series of Term Preferred Shares. Except as otherwise permitted by the terms
of this Statement, and subject to Section 2.6(c)(iv), so long as any Term Preferred Shares of a Series are Outstanding, the Fund shall not, without

the affirmative vote or consent of the Holders of at least a majority of the Term Preferred Shares of such Series of Term Preferred Shares
Outstanding at the time, voting as a separate class, amend, alter or repeal: (1) the provisions of the Appendix relating to such Series of Term
Preferred Shares, whether by merger, consolidation or otherwise, so as to materially and adversely affect any preference, right or power set forth
in such Appendix of the Term Preferred Shares of such Series or the Holders thereof; or (2) the provisions of the Appendix for such Series of
Term Preferred Shares setting forth the Liquidation Preference for the Term Preferred Shares of such Series of Term Preferred Shares; provided
that a division, stock split or reverse stock split of a Term Preferred Share shall not, by itself, be deemed to violate clause (1) or (2) of this
Section 2.6(c)(iii). For purposes of clause (1) above, no matter shall be deemed to materially and adversely affect any preference, right or power
of a Term Preferred Share of a Series or the Holder thereof unless such matter (i) alters or abolishes any preferential right of such Term
Preferred Share or (ii) creates, alters or abolishes any right in respect of redemption of such Term Preferred Share. For the avoidance of doubt,
no vote of the holders of Common Shares shall be required to amend, alter or repeal the provisions of this Statement, including any Appendix
hereto.

(iv) Certain Amendments Requiring Unanimous Approval of Specific Series of Term Preferred Shares. So long as any Term Preferred Shares of
a Series are Outstanding, the Fund shall not, without the unanimous vote or consent of the Holders of the Holders of such Series of Term

Preferred Shares Outstanding at the time, voting as a separate class, amend, alter or repeal the provisions of the Appendix relating such Series of
Term Preferred Shares, which provisions obligate the Fund to (x) pay the Term Redemption Price on the Term Redemption Date for a Series of
Term Preferred Shares, (y) accumulate dividends at the Dividend Rate (as set forth in this Statement and the applicable Appendix hereto) for a
Series of Term Preferred Shares or (z) pay the Optional Redemption Premium (if any) provided for in the Appendix for such Series of Term
Preferred Shares; provided that a division, stock split or reverse stock split of a Term Preferred Share shall not, by itself, be deemed to violate
clause (x), (y) or (z) of this Section 2.6(c)(iv). For the avoidance of doubt, no vote of the holders of Common Shares shall be required to amend,
alter or repeal the provisions of this Statement, including any Appendix hereto.

(d) Voting Rights Set Forth Herein Are Sole Voting Rights. Unless otherwise required by law, the Declaration or this Statement, the Holders of
Term Preferred Shares shall not have any relative rights or preferences or other special rights with respect to voting such Term Preferred Shares
other than those specifically set forth in this Section 2.6.

(e) No Cumulative Voting. The Holders of Term Preferred Shares shall have no rights to cumulative voting.

(f) Yoting for Trustees Sole Remedy for Fund s Failure to Declare or Pay Dividends. In the event that the Fund fails to declare any dividends or
pay any dividends on any Series of Term Preferred Shares on the Dividend Payment Date therefor, the exclusive remedy of the Holders of the
Term Preferred Shares shall be the right to vote for trustees pursuant to the provisions of this Section 2.6. Nothing in this Section 2.6(f) shall be
deemed to affect the obligation of the Fund to accumulate and, if permitted by applicable law, the Declaration and this Statement, pay dividends
at the Increased Rate in the circumstances contemplated by Section 2.2(g) hereof.

(g) Holders Entitled to Vote. For purposes of determining any rights of the Holders of Term Preferred Shares to vote on any matter, whether

such right is created by this Statement, by the Declaration, by statute or otherwise, no Holder of Term Preferred Shares shall be entitled to vote
any Term Preferred Share and no Term Preferred Share shall be deemed to be Outstanding for the purpose of voting or determining the number
of shares required to constitute a quorum if, prior to or concurrently with the time of determination
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of shares entitled to vote or the time of the actual vote on the matter, as the case may be, the requisite Notice of Redemption with respect to such
Term Preferred Share shall have been given in accordance with this Statement and Deposit Securities for the payment of the Redemption Price
of such Term Preferred Share shall have been deposited in trust with the Redemption and Paying Agent for that purpose. No Term Preferred
Share held (legally or beneficially) by the Fund shall have any voting rights or be deemed to be outstanding for voting or for calculating the
voting percentage required on any other matter or other purposes.

2.7 Rating Agencies.

The Fund shall use commercially reasonable efforts to cause at least one Rating Agency to issue long-term credit ratings with respect to each
Series of Term Preferred Shares for so long as such Series of Term Preferred Shares is Outstanding. The Fund shall use commercially reasonable
efforts to comply with any applicable Rating Agency Guidelines. If a Rating Agency shall cease to rate the securities of closed-end management
investment companies generally, the Board of Trustees shall terminate the designation of such Rating Agency as a Rating Agency hereunder.
The Board of Trustees may elect to terminate the designation of any Rating Agency as a Rating Agency hereunder with respect to a Series of
Term Preferred Shares so long as either (i) immediately following such termination, there would be at least one Rating Agency with respect to
such Series of Term Preferred Shares or (ii) it replaces the terminated Rating Agency with another NRSRO and provides notice thereof to the
Holders of such Series of Term Preferred Shares; provided that such replacement shall not occur unless such replacement Rating Agency shall
have at the time of such replacement (i) published a rating for the Term Preferred Shares of such Series and (ii) entered into an agreement with
the Fund to continue to publish such rating subject to the Rating Agency s customary conditions. The Board of Trustees may also elect to
designate one or more other NRSROs as Rating Agencies hereunder with respect to a Series of Term Preferred Shares by notice to the Holders
of the Term Preferred Shares. The Rating Agency Guidelines of any Rating Agency may be amended by such Rating Agency without the vote,
consent or approval of the Fund, the Board of Trustees or any Holder of Preferred Shares, including any Term Preferred Shares, or Common
Shares.

2.8 Issuance of Additional Preferred Shares.

So long as any Term Preferred Shares are Outstanding, the Fund may, without the vote or consent of the Holders thereof, authorize, establish
and create and issue and sell shares of one or more series of a class of Preferred Shares, ranking on a parity with Term Preferred Shares as to the
payment of dividends and the distribution of assets upon dissolution, liquidation or the winding up of the affairs of the Fund, in addition to then
Outstanding Series of Term Preferred Shares, including additional Series of Term Preferred Shares, and authorize, issue and sell additional
shares of any such series of Preferred Shares then outstanding or so established or created, including additional Term Preferred Shares of a
Series, in each case in accordance with applicable law, provided that the Fund shall, immediately after giving effect to the issuance and sale of
such additional Preferred Shares and to its receipt and application of the proceeds thereof, including to an Irrevocable Deposit in respect of the
redemption of Preferred Shares or the repayment of indebtedness with such proceeds, have Asset Coverage (calculated in the same manner as is
contemplated by Section 2.4(b) hereof) of the Term Preferred Shares of at least 225%.

2.9 Status of Redeemed or Repurchased Term Preferred Shares.

Term Preferred Shares that at any time have been redeemed or purchased by the Fund shall, after such redemption or purchase, have the status of
authorized but unissued Preferred Shares.

2.10 Term Redemption Liquidity Account and Liquidity Requirement.

(a) On or prior to the Liquidity Account Initial Date with respect to any Series of Term Preferred Shares, the Fund shall identify and designate
on its books and records or otherwise in accordance with the Fund s normal procedures (the__Term Redemption Liquidity Account ) Liquidity
Account Investments with a Market Value equal to at least One Hundred and Ten Percent (110%) of the Term Redemption Amount

A-19

226



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 10-K

with respect to such Series of Term Preferred Shares. The _Term Redemption Amount for any Series of Term Preferred Shares shall be equal to
the Term Redemption Price to be paid on the Term Redemption Date for such Series of Term Preferred Shares, based on the number of Term
Preferred Shares of such Series then Outstanding and the Dividend Rate for such Series of Term Preferred Shares that will be in effect for the
period of time beginning on the date of the creation of the Term Redemption Liquidity Account for such Series of Term Preferred Shares and
ending on the Term Redemption Date for such Series of Term Preferred Shares. If, on any date after the Liquidity Account Initial Date, the
aggregate Market Value of the Liquidity Account Investments included in the Term Redemption Liquidity Account for a Series of Term
Preferred Shares as of the close of business on any Business Day is less than One Hundred and Ten Percent (110%) of the Term Redemption
Amount with respect to such Series of Term Preferred Shares, then the Fund shall cause the Adviser to take all such necessary actions, including
identifying and designating additional assets of the Fund as Liquidity Account Investments, so that the aggregate Market Value of the Liquidity
Account Investments included in the Term Redemption Liquidity Account for such Series of Term Preferred Shares is at least equal to One
Hundred and Ten Percent (110%) of the Term Redemption Amount with respect to such Series of Term Preferred Shares not later than the close
of business on the next succeeding Business Day. With respect to assets of the Fund identified and designated as Liquidity Account Investments
with respect to a Series of Term Preferred Shares, the Adviser, on behalf of the Fund, shall be entitled to release any Liquidity Account
Investments from such identification and designation and to substitute therefor other Liquidity Account Investments, so long as (i) the assets of
the Fund identified and designated as Liquidity Account Investments at the close of business on such date have a Market Value equal to at least
One Hundred and Ten Percent (110%) of the Term Redemption Amount with respect to such Series of Term Preferred Shares and (ii) the assets
of the Fund designated and segregated, in accordance with the Custodian s normal procedures, from the other assets of the Fund, and identified as
Deposit Securities at the close of business on such date have a Market Value at least equal to the Liquidity Requirement (if any) determined in
accordance with Section 2.10(b) below with respect to such Series of Term Preferred Shares for such date. The Fund shall not permit any lien,
security interest or encumbrance to be created or permitted to exist on or in respect of any Liquidity Account Investments included in the Term
Redemption Liquidity Account for a Series of Term Preferred Shares, other than liens, security interests or encumbrances arising by operation of
law.

(b) The Market Value of the Deposit Securities held in the Term Redemption Liquidity Account for a Series of Term Preferred Shares, from and
after the 15th day of the calendar month (or, if such day is not a Business Day, the next succeeding Business Day) that is the number of months
preceding the calendar month in which the Term Redemption Date for such Series of Term Preferred Shares occurs, in each case specified in the
table set forth below, shall not be less than the percentage of the Term Redemption Amount for such Series of Term Preferred Shares set forth
below opposite such number of months (the _Liquidity Requirement ), but in all cases subject to the provisions of Section 2.10(c) below:

Value of Deposit

Securities as Percentage

Number of Months of Term
Preceding Month of Redemption

Term Redemption Date: Amount

5 20%

4 40%

3 60%

2 80%

1 100%

(c) If the aggregate Market Value of the Deposit Securities included in the Term Redemption Liquidity Account for a Series of Term Preferred
Shares as of the close of business on any Business Day is less than the Liquidity Requirement in respect of such Series of Term Preferred Shares
for such Business Day, then the Fund shall cause the segregation of additional or substitute Deposit Securities in respect of the Term
Redemption Liquidity Account for such Series of Term Preferred Shares, so that the aggregate Market
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Value of the Deposit Securities included in the Term Redemption Liquidity Account for such Series of Term Preferred Shares is at least equal to
the Liquidity Requirement for such Series of Term Preferred Shares not later than the close of business on the next succeeding Business Day.

(d) The Deposit Securities included in the Term Redemption Liquidity Account for a Series of Term Preferred Shares may be applied by the
Fund, in its discretion, towards payment of the Term Redemption Price for such Series of Term Preferred Shares as contemplated by

Section 2.5(d). Upon the deposit by the Fund with the Redemption and Paying Agent of Deposit Securities having an initial combined Market
Value sufficient to effect the redemption of the Term Preferred Shares of a Series on the Term Redemption Date for such Series in accordance
with Section 2.5(d)(ii), the requirement of the Fund to maintain the Term Redemption Liquidity Account in respect of such Series of Term
Preferred Shares as contemplated by this Section 2.10 shall lapse and be of no further force and effect.

2.11 Global Certificate.

All Term Preferred Shares of a Series Outstanding from time to time shall be represented by one or more global certificates for such Series of
Term Preferred Shares registered in the name of the Securities Depository or its nominee and no registration of transfer of shares of such Series
of Term Preferred Shares shall be made on the books of the Fund to any Person other than the Securities Depository or its nominee or transferee.
The foregoing restriction on registration of transfer shall be conspicuously noted on the face or back of each such global certificate. Each such
global certificate will be deposited with, or on behalf of, The Depository Trust Company and registered in the name of Cede & Co., its nominee.
Beneficial interests in the global certificates will be held only through The Depository Trust Company and any of its participants.

2.12 Notice.

All notices or communications hereunder, unless otherwise specified in this Statement, shall be sufficiently given if in writing and delivered in
person, by telecopier, by other Electronic Means or by overnight delivery. Notices delivered pursuant to this Section 2.12 shall be deemed given
on the date received.

2.13 Termination.

In the event that all Term Preferred Shares of a Series subject to this Statement have been redeemed in accordance with Section 2.5 of this
Statement, all rights and preferences of the shares of such Series of Term Preferred Shares established and designated hereunder shall cease and
terminate, and all obligations of the Fund under this Statement with respect to such Series of Term Preferred Shares shall terminate.

2.14 Appendices.

The designation of each Series of Term Preferred Shares subject to this Statement may be set forth in an Appendix to this Statement. The Board
of Trustees may, by resolution duly adopted, without shareholder approval (except as otherwise provided by this Statement or required by
applicable law) (1) amend the Appendix to this Statement relating to a Series of Term Preferred Shares so as to reflect any amendments to the
terms applicable to such Series of Term Preferred Shares including an increase in the number of authorized shares of such Series of Term
Preferred Shares and (2) add additional Series of Term Preferred Shares by including a new Appendix to this Statement relating to such Series of
Term Preferred Shares.

2.15 Actions on Other than Business Days.

Unless otherwise provided herein, if the date for making any payment, performing any act or exercising any right, in each case as provided for in
this Statement, is not a Business Day, such payment shall be made, act performed or right exercised on the next succeeding Business Day, with
the same force and effect as if made or
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done on the nominal date provided therefor, and, with respect to any payment so made, no dividends, interest or other amount shall accrue for
the period between such nominal date and the date of payment.

2.16 Modification.

To the extent permitted by applicable law and Section 2.6(c), the Board of Trustees, without the vote of the Holders of Term Preferred Shares,
may interpret, supplement or amend the provisions of this Statement or any Appendix hereto to supply any omission, resolve any inconsistency
or ambiguity or to cure, correct or supplement any defective or inconsistent provision, including any provision that becomes defective after the
date hereof because of impossibility of performance or any provision that is inconsistent with any provision of any other Preferred Shares of the
Fund.

2.17 No_Additional Rights.

Unless otherwise required by law or the Declaration, the Holders of Term Preferred Shares shall not have any relative rights or preferences or
other special rights with respect to such Term Preferred Shares other than those specifically set forth in this Statement.

[Signature Page Begins on the Following Page]
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IN WITNESS WHEREOF, Nuveen Credit Strategies Income Fund has caused this Statement to be signed on , 2018 in
its name and on its behalf by a duly authorized officer. The Declaration is on file with the Secretary of the Commonwealth of Massachusetts, and
the said officer of the Fund has executed this Statement as an officer and not individually, and the obligations of the Fund set forth in this
Statement are not binding upon any such officer, or the trustees of the Fund or shareholders of the Fund, individually, but are binding only upon
the assets and property of the Fund.

NUVEEN CREDIT STRATEGIES INCOME FUND

By: /s/
Name: Kevin J. McCarthy
Title: Vice President and Secretary

[Signature Page to the Statement Establishing and Fixing the Rights and Preferences of Term Preferred Shares]
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APPENDIX A
NUVEEN CREDIT STRATEGIES INCOME FUND

TERM PREFERRED SHARES, SERIES

Preliminary Statement and Incorporation By Reference

This Appendix establishes a Series of Term Preferred Shares of Nuveen Credit Strategies Income Fund. Except as set forth below, this Appendix
incorporates by reference the terms set forth with respect to all Series of Term Preferred Shares in that Statement Establishing and Fixing the
Rights and Preferences of Term Preferred Shares effective as of , 2018 (the__Term Preferred Statement ). This Appendix
has been adopted by resolution of the Board of Trustees of Nuveen Credit Strategies Income Fund. Capitalized terms used herein but not defined
herein have the respective meanings therefor set forth in the Term Preferred Statement.

Section 1. Designation as to Series.

Term Preferred Shares, Series : A series of ( ) Preferred Shares classified as Term Preferred
Shares is hereby designated as the Term Preferred Shares, Series (the__Series Term Preferred Shares ). Each share
of such Series of Term Preferred Shares shall have such preferences, voting powers, restrictions, limitations as to dividends and distributions,
qualifications and terms and conditions of redemption, in addition to those required by applicable law and those that are expressly set forth in the
Declaration and the Term Preferred Statement (except as the Term Preferred Statement may be expressly modified by this Appendix), as are set
forth in this Appendix A. The Series Term Preferred Shares shall constitute a separate series of the Term Preferred Shares and
each Series Term Preferred Share shall be identical. The following terms and conditions shall apply solely to the Series

Term Preferred Shares:

Section 2. Number of Authorized Shares of Series.
The number of authorized shares is ( ).

Section 3. Date of Original Issue with respect to Series.

The Date of Original Issue is ,2017.

Section 4. Dividend Rate Applicable to Series.

The Dividend Rate payable on the Series Term Preferred Shares on any date shall be determined with reference to the following
table:

Date Dividend Rate
From and including the Date of Original Issue to but excluding
%

Section 5. Liquidation Preference Applicable to Series.

The Liquidation Preference is $1,000.00 per share.

Section 6. Term Redemption Date Applicable to Series.

The Term Redemption Date is
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Section 7. Dividend Payment Dates Applicable to Series.

The Dividend Payment Dates are the first Business Day of the month next following each Dividend Period.

Section 8. Liquidity Account Initial Date Applicable to Series.

The Liquidity Account Initial Date is

Section 9. Exceptions to Certain Definitions Applicable to the Series.

The following definitions contained under the heading Definitions in the Term Preferred Statement are hereby amended as follows:

Not applicable.

Section 10. Additional Definitions Applicable to the Series.

The following terms shall have the following meanings (with terms defined in the singular having comparable meanings when used in the plural
and vice versa), unless the context otherwise requires:

Dividend Period means, with respect to the Series Term Preferred Shares, in the case of the first Dividend Period, the period
beginning on the Date of Original Issue for such Series of Term Preferred Shares and ending on and including and, for
each subsequent Dividend Period, the period beginning on and including the first calendar day of the month following the month in which the
previous Dividend Period ended and ending on and including the last calendar day of such month; provided, however, in connection with any
voluntary exchange by the Holders thereof of Series Term Preferred Shares for any new Series of Term Preferred Shares or any other
securities of the Fund, the Board of Trustees may declare that a Dividend Period shall begin on and include the first calendar day of the month in
which such exchange will occur and shall end on but not include the date of such exchange, and in such case, the Dividend Payment Date for the
dividends related to such Dividend Period shall be the date of such exchange.

[_Optional Redemption Premium means with respect to each Series Term Preferred Share an amount equal to:

(A) if the Optional Redemption Date for the Series Term Preferred Share occurs on a date that is on or after ,

and prior to s % of the Liquidation Preference for such Series Term Preferred Share; or

(B) if the Optional Redemption Date for the Series Term Preferred Share occurs on a date that is on or after ,
% of the Liquidation Preference for such Series Term Preferred Share.]

Section 11. Amendments to Terms of Term Preferred Shares Applicable to the Series.

Not applicable.

Section 12. Additional Terms and Provisions Applicable to the Series.

Not applicable.

Signature Page Begins on the Following Page
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IN WITNESS WHEREOF, Nuveen Credit Strategies Income Fund has caused this Appendix to be signed on , 2018 in
its name and on its behalf by a duly authorized officer. The Declaration and the Term Preferred Statement are on file with the Secretary of the
Commonwealth of Massachusetts, and the said officer of the Fund has executed this Appendix as an officer and not individually, and the
obligations of the Fund set forth in this Appendix are not binding upon any such officer, or the trustees of the Fund or shareholders of the Fund,
individually, but are binding only upon the assets and property of the Fund.

NUVEEN CREDIT STRATEGIES INCOME FUND

By:
Name: Kevin J. McCarthy
Title: Vice President

[Signature Page to the Appendix Establishing and Fixing the Rights and Preferences of Term Preferred Shares]
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A PPENDIX B
Ratings of Investments

Standard & Poor s Corporation A brief description of the applicable Standard & Poor s Financial Services LLC, a subsidiary of The
McGraw-Hill Companies ( Standard & Poor s or S&P ), rating symbols and their meanings (as published by S&P) follows:

A Standard & Poor s issue credit rating is a forward-looking opinion about 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 reflects Standard & Poor s view of 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.

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.
Medium-term notes are assigned long-term ratings.

LONG-TERM ISSUE CREDIT RATINGS

Issue credit ratings are based, in varying degrees, on S&P s analysis of the following considerations:

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

Nature of and provisions of the obligation; and

Protection afforded by, and relative position of, the obligation in the event of bankruptcy, reorganization, or other arrangement under
the laws of bankruptcy and other laws affecting creditors rights.
Issue ratings are an assessment of default risk, but may incorporate an assessment of relative seniority or ultimate recovery in the event of
default. Junior obligations are typically rated lower than senior obligations, to reflect the lower priority in bankruptcy, as noted above. (Such
differentiation may apply when an entity has both senior and subordinated obligations, secured and unsecured obligations, or operating company
and holding company obligations.)

AAA

An obligation rated AAA has the highest rating assigned by Standard & Poor s. The obligor s capacity to meet its financial commitment on the
obligation is extremely strong.

AA

An obligation rated AA differs from the highest-rated obligations only to a small degree. The obligor s capacity to meet its financial commitment
on the obligation is very strong.

A

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

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

BB, B, CCC, CC, and C
Obligationsrated BB , B , CCC , CC ,and C areregarded as having significant speculative characteristics. BB indicates the least degree of

speculation and C the highest. While such obligations will likely have some quality and protective characteristics, these may be outweighed by
large uncertainties or major exposures to adverse conditions.

BB

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

B

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

CCC

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

CC

An obligation rated CC is currently highly vulnerable to nonpayment. The CC rating is used when a default has not yet occurred, but Standard &
Poor s expects default to be a virtual certainty, regardless of the anticipated time to default.

C

An obligation rated C is currently highly vulnerable to nonpayment, and the obligation is expected to have lower relative seniority or lower
ultimate recovery compared to obligations that are rated higher.

D

An obligation rated D is in default or in breach of an imputed promise. For non-hybrid capital instruments, the D rating category is used when
payments on an obligation are not made on the date due, unless Standard & Poor s believes that such payments will be made within five business
days in the absence of a stated grace period or within the earlier of the stated grace period or 30 calendar days. The D rating also will be used
upon the filing of a bankruptcy petition or the taking of similar action and where default on an obligation is a virtual certainty, for example due

to automatic stay provisions. An obligation s rating is lowered to D if it is subject to a distressed exchange offer.

NR

This indicates that no rating has been requested, or that there is insufficient information on which to base a rating, or that Standard & Poor s does
not rate a particular obligation as a matter of policy.
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Plus (+) or minus (-).

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

SHORT-TERM ISSUE CREDIT RATINGS
A-1
A short-term obligation rated A-1 is rated in the highest category by Standard & Poor s. The obligor s capacity to meet its financial commitment

on the obligation is strong. Within this category, certain obligations are designated with a plus sign (+). This indicates that the obligor s capacity
to meet its financial commitment on these obligations is extremely strong.

A-2

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

A-3

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

B

A short-term obligation rated B is regarded as vulnerable and has significant speculative characteristics. The obligor currently has the capacity to
meet its financial commitments; however, it faces major ongoing uncertainties which could lead to the obligor s inadequate capacity to meet its
financial commitments.

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 default or in breach of an imputed promise. For non-hybrid capital investments, the D rating category is
used when payments on an obligation are not made on the date due, unless Standard & Poor s believes that such payments will be made within
any stated grace period. However, any stated grace period longer than five business days will be treated as five business days. The D rating also
will be used upon the filing of a bankruptcy petition or the taking of a similar action and where default on an obligation is a virtual certainty, for
example due to automatic stay provisions. An obligations rating is lowered to D if it is subject to a distressed exchange offer.

Dual Ratings

Dual ratings may be assigned to debt issues that have a put option or demand feature. The first component of the rating addresses the likelihood

of repayment of principal and interest as due, and the second component of the rating addresses only the demand feature. The first component of

the rating can relate to either a short-term or long-term transaction and accordingly use either short-term or long-term rating symbols. The

second component of the rating relates to the put option and is assigned a short-term rating symbol (for example, AAA/A-1+ or A-1+/A-1 ). With
U.S. municipal short-term demand debt, the U.S. municipal short-term note rating symbols are used for the first component of the rating (for

example, SP-1+/A-1+ ).
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Moody s Investors Service, Inc. A brief description of the applicable Moody s Investors Service, Inc. ( Moody s ) rating symbols and their
meanings (as published by Moody s) follows:

Global Long-Term Rating Scale

Aaa

Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level of credit risk.
Aa

Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.

A

Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.

Baa

Obligations rated Baa are judged to be medium-grade and subject to moderate credit risk and as such may possess certain speculative
characteristics.

Ba

Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.

B

Obligations rated B are considered speculative and are subject to high credit risk.

Caa

Obligations rated Caa are judged to be speculative of poor standing and are subject to very high credit risk.

Ca

Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery of principal and interest.
C

Obligations rated C are the lowest rated and are typically in default, with little prospect for recovery of principal or interest.

Note: Moody s applies numerical modifiers 1, 2, and 3 in each generic rating classification from Aa through Caa. The modifier 1 indicates that
the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a
ranking in the lower end of its generic rating category.

Short-Term Obligation Ratings
MIG 1

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

MIG 2
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This designation denotes strong credit quality. Margins of protection are ample, although not as large as in the preceding group.
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MIG 3

This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow, and market access for refinancing is likely
to be less well-established.

SG

This designation denotes speculative-grade credit quality. Debt instruments in this category may lack sufficient margins of protection.
Demand Obligations Ratings

VMIG 1

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

VMIG 2

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

VMIG 3

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

SG

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

Commercial Paper

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

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

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

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

Fitch Ratings A brief description of the applicable Fitch Ratings ( Fitch ) ratings symbols and meanings (as published by Fitch) follows:
Long-Term Credit Ratings

AAA

Highest credit quality. AAA ratings denote the lowest expectation of credit risk. They are assigned only in case of exceptionally strong capacity
for timely payment of financial commitments. This capacity is highly unlikely to be adversely affected by foreseeable events.
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AA

Very high credit quality. AA ratings denote expectations of a very low default risk. They indicate very strong capacity for payment of financial
commitments. This capacity is not significantly vulnerable to foreseeable events.

A

High credit quality. A ratings denote expectations of low default risk. The capacity for payment of financial commitments is considered strong.
This capacity may, nevertheless, be more vulnerable to adverse business or economic conditions than is the case for higher ratings.

BBB

Good credit quality. BBB ratings indicate that expectations of default risk are currently low. The capacity for payment of financial commitments
is considered adequate, but adverse business or economic conditions are more likely to impair this capacity.

BB

Speculative. BB ratings indicate an elevated vulnerability to default risk, particularly in the event of adverse changes in business or economic
conditions over time; however, business or financial flexibility exists which supports the servicing of financial commitments. Securities rated in
this category are not investment grade.

B

Highly speculative. B ratings indicate that material default risk is present, but a limited margin of safety remains. Financial commitments are
currently being met; however, capacity for continued payment is vulnerable to deterioration in business and economic environment.

CCC

Substantial credit risk. Default is a real possibility.

CcC

Very high levels of credit risk. Default of some kind appears probable.
C

Exceptionally high levels of credit risk. Default is imminent or inevitable, or the issuer is in standstill. Conditions that are indicative of a C
category rating for an issuer include:

a. the issuer has entered into a grace or cure period following non-payment of a material financial obligation; or

b. the issuer has entered into a temporary negotiated waiver or standstill agreement following a payment default on a material financial
obligation; or

c. Fitch Ratings otherwise believes a condition of RD or D to be imminent or inevitable, including through the formal announcement of a
distressed debt exchange.

RD

Restricted default. RD ratings indicate an issuer that in Fitch Ratings opinion has experienced an uncured payment default on a bond, loan, or
other material financial obligation but which has not entered into bankruptcy filings, administration, receivership, liquidation or other formal
winding-up procedure, and which has not otherwise ceased business. This would include:

a. the selective payment default on a specific class or currency of debt;
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b. the uncured expiry of any applicable grace period, cure period or default forbearance period following a payment default on a bank loan,
capital markets security or other material financial obligation;

c. the extension of multiple waivers or forbearance periods upon a payment default on one or more material financial obligations, either in series
or in parallel; or

d. execution of a distressed debt exchange on one or more material financial obligations.
D

Default. D ratings indicate an issuer that in Fitch Ratings opinion has entered into bankruptcy filings, administration, receivership, liquidation or
other formal winding-up procedure, or which has otherwise ceased business. Default ratings are not assigned prospectively to entities or their
obligations; within this context, nonpayment on an instrument that contains a deferral feature or grace period will generally not be considered a
default until after the expiration of the deferral or grace period, unless a default is otherwise driven by bankruptcy or other similar circumstances,

or by a distressed debt exchange.

Imminent default typically refers to the occasion where a payment default has been intimated by the issuer, and is all but inevitable. This may,
for example, be where an issuer has missed a scheduled payment, but (as is typical) has a grace period during which it may cure the payment
default. Another alternative would be where an issuer has formally announced a distressed debt exchange, but the date of the exchange still lies
several days or weeks in the immediate future.

In all cases, the assignment of a default rating reflects the agency s opinion as to the most appropriate rating category consistent with the rest of
its universe of ratings, and may differ from the definition of default under the terms of an issuer s financial obligations or local commercial
practice.

Note: The modifiers + or - may be appended to a rating to denote relative status within major rating categories. Such suffixes are not added to
the AAA Long-Term IDR category, or to Long-Term IDR categories below B .

Specific limitations relevant to the issuer credit rating scale include:

The ratings do not predict a specific percentage of default likelihood over any given time period.

The ratings do not opine on the market value of any issuer s securities or stock, or the likelihood that this value may change.

The ratings do not opine on the liquidity of the issuer s securities or stock.

The ratings do not opine on the possible loss severity on an obligation should an issuer default.

The ratings do not opine on the suitability of an issuer as counterparty to trade credit.

The ratings do not opine on any quality related to an issuer s business, operational or financial profile other than the

agency s opinion on its relative vulnerability to default.
Ratings assigned by Fitch Ratings articulate an opinion on discrete and specific areas of risk. The above list is not exhaustive, and is provided for
the reader s convenience.

Short-Term Credit Ratings
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A short-term issuer or obligation rating is based in all cases on the short-term vulnerability to default of the rated entity or security stream and
relates to the capacity to meet financial obligations in accordance with the documentation governing the relevant obligation. Short-Term Ratings
are assigned to obligations whose initial maturity is viewed as short term based on market convention. Typically, this means up to 13 months for
corporate, sovereign, and structured obligations, and up to 36 months for obligations in U.S. public finance markets.
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FI: Highest short-term credit quality.

Indicates the strongest intrinsic capacity for timely payment of financial commitments; may have an added + to denote any exceptionally strong
credit feature.

F2: Good short-term credit quality.

Good intrinsic capacity for timely payment of financial commitments.

F3: Fair short-term credit quality.

The intrinsic capacity for timely payment of financial commitments is adequate.
B: Speculative short-term credit quality.

Minimal capacity for timely payment of financial commitments, plus heightened vulnerability to near term adverse changes in financial and
economic conditions.

C: High short-term default risk.

Default is a real possibility.

D: Default.

Indicates a broad-based default event for an entity, or the default of a short-term obligation.

Specific limitations relevant to the Short-Term Ratings scale include:

The ratings do not predict a specific percentage of default likelihood over any given time period.

The ratings do not opine on the market value of any issuer s securities or stock, or the likelihood that this value may change.

The ratings do not opine on the liquidity of the issuer s securities or stock.

The ratings do not opine on the possible loss severity on an obligation should an issuer default.

The ratings do not opine on any quality related to an issuer s business, operational or financial profile other than the

agency s opinion on its relative vulnerability to default.
Ratings assigned by Fitch Ratings articulate an opinion on discrete and specific areas of risk. The above list is not exhaustive, and is provided for
the reader s convenience.
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A PPENDIX C
DERIVATIVE STRATEGIES AND RISKS
Set forth below is additional information regarding the various techniques involving the use of derivatives.
FINANCIAL FUTURES

A financial future is an agreement between two parties to buy and sell a security for a set price on a future date. They have been designed by
boards of trade which have been designated contracts markets by the Commodity Futures Trading Commission ( CFTC ).

The purchase of financial futures is for the purpose of hedging the Fund s existing or anticipated holdings of long-term debt securities. For
example, if the Fund desires to increase its exposure to long-term bonds and has identified long-term bonds it wishes to purchase at a future
time, but expects market interest rates to decline (thereby causing the value of those bonds to increase), it might purchase financial futures. If
interest rates did decrease, the value of those to-be-purchased long-term bonds would increase, but the value of the Fund s financial futures
would be expected to increase at approximately the same rate, thereby helping maintain the Fund s purchasing power. When the Fund purchases
a financial future, it deposits in cash or securities an initial margin , typically equal to an amount between 1% and 5% of the contract amount.
Thereafter, the Fund s account is either credited or debited on a daily basis in correlation with the fluctuation in price of the underlying future or
other requirements imposed by the exchange in order to maintain an orderly market. The Fund must make additional payments to cover debits to
its account and has the right to withdraw credits in excess of the liquidity, the Fund may close out its position at any time prior to expiration of
the financial future by taking an opposite position. At closing a final determination of debits and credits is made, additional cash is paid by or to
the Fund to settle the final determination and the Fund realizes a loss or gain depending on whether on a net basis it made or received such
payments.

The sale of financial futures is for the purpose of hedging the Fund s existing or anticipated holdings of long-term debt securities. For example, if
the Fund owns long-term bonds and market interest rates were expected to increase (causing those bonds values to decline), it might sell
financial futures. If interest rates did increase, the value of long-term bonds in the Fund s portfolio would decline, but the value of the Fund s
financial futures would be expected to increase at approximately the same rate thereby keeping the net asset value of the Fund from declining as
much as it otherwise would have.

Because of low initial margin deposits made upon the opening of a futures position, futures transactions involve substantial leverage. As a result,
relatively small movements in the price of the futures contracts can result in substantial unrealized gains or losses. There is also the risk of loss
by the Fund of margin deposits in the event of bankruptcy of a broker with which the Fund has an open position in a financial futures contract.

Among the other risks associated with the use of financial futures by the Fund as a hedging or anticipatory device is the risk of imperfect
correlation between movements in the price of the financial futures and movements in the price of the debt securities which are the subject of the
hedge. Thus, if the price of the financial future moves less or more than the price of the securities which are the subject of the hedge, the hedge
will not be fully effective. To compensate for this imperfect correlation, the Fund may enter into financial futures in a greater dollar amount than
the dollar amount of the securities being hedged if the historical volatility of the prices of such securities has been greater than the historical
volatility of the financial futures. Conversely, the Fund may enter into fewer financial futures if the historical volatility of the price of the
securities being hedged is less than the historical volatility of the financial futures.

The market prices of financial futures may also be affected by factors other than interest rates. One of these factors is the possibility that rapid
changes in the volume of closing transactions, whether due to volatile markets or movements by speculators, would temporarily distort the
normal relationship between the markets in the
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financial future and the chosen debt securities. In these circumstances as well as in periods of rapid and large price movements. The Fund might
find it difficult or impossible to close out a particular transaction.

OPTIONS ON FINANCIAL FUTURES

The Fund may also purchase put or call options on financial futures which are traded on a U.S. Exchange or board of trade and enter into closing
transactions with respect to such options to terminate an existing position. The purchase of put options on financial futures is analogous to the
purchase of put options by the Fund on its portfolio securities to hedge against the risk of rising interest rates. As with options on debt securities,
the holder of an option may terminate his position by selling an option of the Fund. There is no guarantee that such closing transactions can be
effected.

INDEX CONTRACTS
INDEX FUTURES

An index future is a bilateral agreement pursuant to which two parties agree to take or make delivery of an amount of cash-rather than any
security-equal to a specified dollar amount times the difference between the index value at the close of the last trading day of the contract and
the price at which the index future was originally written. Thus, an index future is similar to traditional financial futures except that settlement is
made in cash. A tax-exempt bond index which assigns relative values to the tax-exempt bonds included in the index is traded on the Chicago
Board of Trade. The index fluctuates with changes in the market values of all tax-exempt bonds included rather than a single bond.

INDEX OPTIONS

The Fund may also purchase put or call options on U.S. Government or tax-exempt bond index futures and enter into closing transactions with
respect to such options to terminate an existing position. Options on index futures are similar to options on debt instruments except that an

option on an index future gives the purchaser the right, in return for the premium paid, to assume a position in an index contract rather than an
underlying security at a specified exercise price at any time during the period of the option. Upon exercise of the option, the delivery of the
futures position by the writer of the option to the holder of the option will be accompanied by delivery of the accumulated balance of the writer s
futures margin account which represents the amount by which the market price of the index futures contract, at exercise, is less than the exercise
price of the option on the index future.

Bond index futures and options transactions would be subject to risks similar to transactions in financial futures and options thereon as described
above.

SWAP AGREEMENTS

Swap agreements are two-party contracts entered into primarily by institutional investors, typically for periods ranging from a few weeks to
several years. In a standard swap transaction, two parties agree to exchange the returns (or differentials in rates of return) earned or realized on
particular predetermined investments or instruments. The gross returns to be exchanged or swapped between the parties are calculated with
respect to a notional amount (the amount or value of the underlying asset used in computing the particular interest rate, return, or other amount
to be exchanged) of a particular security, or in a basket of securities representing a particular index. Swap agreements may include, by way of
example, (i) interest rate swaps, in which one party exchanges a commitment to pay a floating, shorter-term interest rate (typically by reference
to the rate of a specific security or index) for the other party s commitment to pay a fixed, longer-term interest rate (either as specifically agreed,
or by reference to a specified security or index); (ii) interest rate caps, in which, in return for a premium, one party agrees to make payments to
the other to the extent that interest rates exceed a specified rate or cap; (iii) interest rate floors, in which, in return for a premium, one party
agrees to make payments to the other to the extent that interest rates fall below a specified level or floor; (iv) interest rate collars, in which a
party sells
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a cap and purchases a floor, or vice versa, in an attempt to protect itself against interest rate movements exceeding given minimum or maximum
levels or collar amounts; (v) total return swaps, in which one party commits to pay the total return of an underlying security or asset in return for
receiving from the other party a specified return or the return of another instrument (typically a floating short-term interest rate), and (vi) credit
default swap, in which the buyer pays a periodic fee in return for a contingent payment by the seller upon a credit event (such as a default)
happening with respect to a specified instrument, typically in an amount equivalent to the loss incurred on a specific investment in that security
due to the credit event.

A Fund may enter into such swap agreements for any purpose consistent with the Fund s investment objective, such as for the purpose of
attempting to obtain, enhance, or preserve a particular desired return or spread at a lower cost to the Fund than if the Fund had invested directly
in an instrument that yielded that desired return or spread. The Fund also may enter into swaps in order to protect against an increase in the price
of securities that the Fund anticipates purchasing at a later date.

Whether the Fund s use of swap agreements will be successful in furthering its investment objective will depend, in part, on the ability to predict
correctly whether certain types of investments are likely to produce greater returns than other investments and the changes in the future values,
indices, or rates covered by the swap agreement. Swap agreements may be considered to be illiquid. Moreover, the Fund bears the risk of loss of
the amount expected to be received under a swap agreement in the event of the default or bankruptcy of a swap agreement counterparty. The
Fund will enter swap agreements only with counterparties that Nuveen Fund Advisors reasonably believes are capable of performing under the
swap agreements. If there is a default by the other party to such a transaction, the Fund will have to rely on its contractual remedies (which may
be limited by bankruptcy, insolvency or similar laws) pursuant to the agreements related to the transaction. Certain requirements imposed on the
Fund by the Internal Revenue Code of 1986, as amended, may limit the Fund s ability to use swap agreements.

In interest rate swap transactions, there is a risk that yields will move in the direction opposite of the direction anticipated by the Fund, which
would cause the Fund to make payments to its counterparty in the transaction that could adversely affect Fund performance. In addition to the
risks applicable to swaps generally (including counterparty risk, high volatility, liquidity risk and credit risk), credit default swap transactions
involve special risks because they are difficult to value, are highly susceptible to liquidity and credit risk, and generally pay a return to the party
that has paid the premium only in the event of an actual default by the issuer of the underlying obligation (as opposed to a credit downgrade or
other indication of financial difficulty).

Credit default and total return swap agreements may effectively add leverage to the Fund s portfolio. Total return swap agreements are subject to
counterparty risk as well.

In addition, the swaps market is subject to a changing regulatory environment. It is possible that regulatory or other developments in the swaps
market could adversely affect the Fund s ability to successfully use swaps.

Historically, swap transactions have been individually negotiated non-standardized transactions entered into in OTC markets and have not been
subject to the same type of government regulation as exchange-traded instruments. However, the OTC derivatives markets have become subject
to comprehensive statutes and regulations. In particular, in the United States, the Dodd-Frank Act requires that certain derivatives with U.S.
persons must be executed on a regulated market and a substantial portion of OTC derivatives must be submitted for clearing to regulated
clearinghouses. As a result, swap transactions entered into by the Fund may become subject to various requirements applicable to swaps under
the Dodd-Frank Act, including clearing, exchange-execution, reporting and recordkeeping requirements, which may make it more difficult and
costly for the Fund to enter into swap transactions and may also render certain strategies in which the Fund might otherwise engage impossible
or so costly that they will no longer be economical to implement. Furthermore, the number of counterparties that may be willing to enter into
swap transactions with the Fund may also be limited if the swap transactions with the Fund are subject to swap regulation under the Dodd-Frank
Act.
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APPENDIX D
FORM OF TAX OPINION
,2016
Nuveen Credit Strategies Income Fund
333 West Wacker Drive

Chicago, Illinois 60606

Re: Term Preferred Shares
$1,000 Liquidation Preference per Share of

Nuveen Credit Strategies Income Fund
Ladies and Gentlemen:

We have acted as special counsel to Nuveen Credit Strategies Income Fund, a voluntary association with transferable shares of beneficial

interest commonly known as a Massachusetts business trust (the Fund ), in connection with the Fund s issuance and sale of Series

Term Preferred Shares, with a liquidation preference of $1,000 per share (the _Securities ), which are being offered pursuant to a prospectus (the
Prospectus ) contained in a registration statement on Form N-2 (File No. 333- ) filed with the Securities and Exchange Commission

pursuant to the Securities Act of 1933 (the _Registration Statement ).

In this connection, we have examined originals, or copies certified or otherwise identified to our satisfaction, of: (i) the Registration Statement

(ii) resolutions adopted by the Board of Trustees and the Executive Committee of the Board of Trustees of the Fund; (iii) the Fund s Declaration
of Trust, as amended (the _Declaration ) and By-laws, as amended (the By-laws ); (iv) the Statement Establishing and Fixing the Rights and
Preferences of Term Preferred Shares pertaining to the Securities (the _Statement ); and (v) such other records, certificates, documents and other
papers as we deemed necessary to examine for the purpose of this opinion (collectively, the _Documents ). In such examination, we have assumed
the genuineness of all signatures, the conformity to the originals of all of the Documents reviewed by us as copies, the authenticity and
completeness of all original Documents reviewed by us in original or copy form and the legal competence, authority and capacity of each
individual executing any Document.

The opinions herein are subject to and conditioned upon the representations made by the Fund concerning factual matters (but not conclusions of
law) being true and accurate. We have assumed that such representations made to the knowledge and belief (or similar qualification) of any
person or party is, and at all relevant times will be, correct without that qualification. We have further assumed that the Documents and such
representations present all the material and relevant facts relating to the Securities. The initial and continuing truth and accuracy of such
representations at all relevant times constitutes an integral basis for the opinions expressed herein, and these opinions are conditioned thereon.

We have reviewed the descriptions set forth in the Registration Statement of the Fund s investments, activities, operations, and governance, and
the provisions of the Statement. We have relied upon the facts set forth in the Registration Statement and we may rely upon factual
representations of officers of the Fund. In addition, we have relied on certain additional facts and assumptions described below. In connection
with rendering this opinion, we have assumed to be true and are relying upon (without any independent investigation or review thereof):

A. The authenticity of all documents submitted to us as originals, the conformity to original documents of all documents
submitted to us as copies, and authenticity of the originals of such
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documents, and the conformity of final documents to all documents submitted to us as drafts, and the authenticity of such
final documents;

B. The genuineness of all signatures and the authority and capacity of the individual or individuals who executed any such
document on behalf of any person;

C. The accuracy of all factual representations, warranties, and other statements made by all parties or as set forth in such
documents;
D. The performance and satisfaction of all obligations imposed by any such documents on the parties thereto in accordance with

their terms; and

E. The completeness and accuracy of all records made available to us.
We have further assumed the accuracy of the statements and descriptions of the Fund s intended activities as described in the Registration
Statement and that the Fund will operate in accordance with the method of operation described in the Registration Statement. In particular, we
have assumed that the Fund has qualified as a regulated investment company under Subchapter M of Chapter 1 of Subtitle A of the Internal
Revenue Code of 1986, as amended (the _Code ), for all relevant periods and will continue to do so. We have also assumed, without investigation,
that all documents, certificates, representations, warranties, and covenants upon which we have relied in rendering the opinions set forth below
continue to remain accurate as of the date of this letter, insofar as relevant to the opinions set forth herein.

Based solely on the foregoing, and subject to the qualifications, exceptions, assumptions, and limitations expressed herein, and conditioned on
the Securities being issued and maintained in accordance with the Documents (without the waiver or modification of any terms or conditions
thereof and without taking into account any amendment thereof that we have not approved) we are of the opinion that:

(A) For U.S. federal income tax purposes, the Securities will qualify as equity in the Fund; and

(B) The statements set forth in the Registration Statement under the caption Tax Matters, insofar as they purport to describe matters of U.S.
federal income tax law or legal conclusions with respect thereto, are a fair and accurate summary of the matters addressed therein in all material
respects, subject to the assumptions and limitations stated therein.

This opinion is furnished to the Fund solely for its benefit in connection with the issuance and sale of the Securities, and is not to be relied upon,
quoted, circulated, published, or otherwise referred to for any other purpose, in whole or in part, without our express prior written consent. This
opinion may be disclosed to any holders of Securities (and beneficial owners thereof) and they may rely on it as if they were addressees of this
opinion, it being understood that we are not establishing any lawyer-client relationship with holders of Securities (and beneficial owners
thereof). This letter is not to be relied upon for the benefit of any other person.

In addition to the assumptions set forth above, this opinion is subject to the following exceptions, limitations, and qualifications:

1. Our opinions are based upon our interpretation of the current provisions of the Code and current judicial decisions,
administrative regulations, and published notices, rulings, and procedures. We note that there is no precedential authority
directly on point dealing with securities like the Securities. Our opinions only represent our best judgment and are not binding
on the Internal Revenue Service or courts, and there is no assurance that the Internal Revenue Service will not successfully
challenge the conclusions set forth herein. Consequently, no assurance can be given that future legislative, judicial, or
administrative changes, on either a prospective or retroactive basis, would not adversely affect the accuracy of the
conclusions stated herein. We undertake no obligation to advise you of any such changes that may occur after the date hereof.
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Our opinions are limited to the U.S. federal income tax matters specifically addressed herein, and no other opinions are
rendered with respect to any other matter not specifically set forth in the foregoing opinion (including whether the Fund
qualifies or will continue to qualify as a regulated investment company).

Our opinions are limited in all respects to the federal tax law of the United States and we express no opinion on various state,
local, or foreign tax consequences.

The Fund s qualification and taxation as a regulated investment company under the Code depend upon the Fund s ability to
satisfy through actual operations the applicable asset composition, source of income, distribution, and other requirements of
the Code necessary to qualify and be taxed as a regulated investment company, which operations we will not be review.

The foregoing opinions are based upon the proposed method of operation of the Fund as described in the Registration
Statement and the representations and covenants set forth in the Documents described herein. We undertake no obligation to
review at any time in the future either the Fund s operations or its compliance with such representations and covenants and,
consequently, no assurance can be given that the Fund will satisfy the requirements of the Code necessary to qualify or be
taxed as a regulated investment company for any particular taxable year. Further, we assume no obligation to advise you of
any changes in our opinion subsequent to the delivery of this opinion letter.

In the event any one of the statements, representations, warranties, covenants, or assumptions we have relied upon to issue
these opinions is incorrect or incomplete in a material respect, our opinions might be adversely affected and if so may not be
relied on.

We consent to the references to us under the headings Tax Matters and Legal Opinions in the Registration Statement.

Very truly yours,

Stradley Ronon Stevens & Young, LLP

D-3
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The policies contained herein are a sampling of selected key U.S. proxy voting guidelines and are
not intended to be exhaustive. A full summary of ISS 2016 proxy voting guidelines can be found

at: http://www.issgovernance.com/policy-gateway/2016-policy-information/

BOARD OF DIRECTORS:

Voting on Director Nominees in Uncontested Elections

General Recommendation: Generally vote for director nominees, except under the following circumstances:

1. Accountability
Vote against! or withhold from the entire board of directors (except new nominees?, who should be considered case-by-case) for the following:

Problematic Takeover Defenses

Classified Board Structure:

1.1. The board is classified, and a continuing director responsible for a problematic governance issue at the board/committee level
that would warrant a withhold/against vote recommendation is not up for election. All appropriate nominees (except new)
may be held accountable.

Director Performance Evaluation:

1.2 The board lacks accountability and oversight, coupled with sustained poor performance relative to peers. Sustained poor
performance is measured by one- and three-year total shareholder returns in the bottom half of a company s four-digit GICS
industry group (Russell 3000 companies only). Take into consideration the company s five-year total shareholder return and
operational metrics. Problematic provisions include but are not limited to:

A classified board structure;

A supermajority vote requirement;

Either a plurality vote standard in uncontested director elections or a majority vote standard with no plurality carve-out
for contested elections;

The inability of shareholders to call special meetings;

The inability of shareholders to act by written consent;

A dual-class capital structure; and/or

A non shareholder-approved poison pill.

! In general, companies with a plurality vote standard use Withhold as the contrary vote option in director elections; companies with a majority
vote standard use Against . However, it will vary by company and the proxy must be checked to determine the valid contrary vote option for the
particular company.
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Poison Pills:

1.3. The company s poison pill has a dead-hand or modified dead-hand feature. Vote against or withhold from nominees every
year until this feature is removed;
1.4. The board adopts a poison pill with a term of more than 12 months ( long-term pill ), or renews any existing pill, including any

short-term pill (12 months or less), without shareholder approval. A commitment or policy that puts a newly adopted pill to a
binding shareholder vote may potentially offset an adverse vote recommendation. Review such companies with classified
boards every year, and such companies with annually elected boards at least once every three years, and vote against or
withhold votes from all nominees if the company still maintains a non-shareholder-approved poison pill; or

1.5. The board makes a material adverse change to an existing poison pill without shareholder approval.
Vote case-by-case on all nominees if:

1.6. The board adopts a poison pill with a term of 12 months or less ( short-term pill ) without shareholder approval, taking into
account the following factors:
The date of the pill s adoption relative to the date of the next meeting of shareholders i.e. whether the company had time to
put the pill on the ballot for shareholder ratification given the circumstances;
The issuer s rationale;
The issuer s governance structure and practices; and
The issuer s track record of accountability to shareholders.
Problematic Audit-Related Practices

Generally vote against or withhold from the members of the Audit Committee if:

1.7. The non-audit fees paid to the auditor are excessive (see discussion under _Auditor Ratification );
1.8. The company receives an adverse opinion on the company s financial statements from its auditor; or
1.9. There is persuasive evidence that the Audit Committee entered into an inappropriate indemnification agreement with its

auditor that limits the ability of the company, or its shareholders, to pursue legitimate legal recourse against the audit firm.
Vote case-by-case on members of the Audit Committee and potentially the full board if:

1.10.  Poor accounting practices are identified that rise to a level of serious concern, such as: fraud; misapplication of
GAAP; and material weaknesses identified in Section 404 disclosures. Examine the severity, breadth,
chronological sequence, and duration, as well as the company s efforts at remediation or corrective actions, in
determining whether withhold/against votes are warranted.
Problematic Compensation Practices/Pay for Performance Misalignment

In the absence of an Advisory Vote on Executive Compensation ballot item or in egregious situations, vote against or withhold from the
members of the Compensation Committee and potentially the full board if:

1.11.  There is a significant misalignment between CEO pay and company performance (pay for performance);
1.12. The company maintains significant problematic pay practices;

L.13. The board exhibits a significant level of poor communication and responsiveness to shareholders;

114, The company fails to submit one-time transfers of stock options to a shareholder vote; or

115, The company fails to fulfill the terms of a burn rate commitment made to shareholders.
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Vote case-by-case on Compensation Committee members (or, in exceptional cases, the full board) and the Management Say-on-Pay proposal if:

1.16.  The company s previous say-on-pay received the support of less than 70 percent of votes cast, taking into account:

The company s response, including:
Disclosure of engagement efforts with major institutional investors regarding the issues that contributed to the low
level of support;
Specific actions taken to address the issues that contributed to the low level of support;
Other recent compensation actions taken by the company;

Whether the issues raised are recurring or isolated;

The company s ownership structure; and

Whether the support level was less than 50 percent, which would warrant the highest degree of responsiveness.

Unilateral Bylaw/Charter Amendments

1.17.  Generally vote against or withhold from directors individually, committee members, or the entire board (except new
nominees, who should be considered case-by-case) if the board amends the company s bylaws or charter without shareholder
approval in a manner that materially diminishes shareholders rights or that could adversely impact shareholders, considering
the following factors:

The board s rationale for adopting the bylaw/charter amendment without shareholder ratification;

Disclosure by the company of any significant engagement with shareholders regarding the amendment;

The level of impairment of shareholders rights caused by the board s unilateral amendment to the bylaws/charter;

The board s track record with regard to unilateral board action on bylaw/charter amendments or other entrenchment

provisions;

The company s ownership structure;

The company s existing governance provisions;

The timing of the board s amendment to the bylaws/charter in connection with a significant business development; and,

Other factors, as deemed appropriate, that may be relevant to determine the impact of the amendment on shareholders.
Unless the adverse amendment is reversed or submitted to a binding shareholder vote, in subsequent years vote case-by-case on director
nominees. Generally vote against (except new nominees, who should be considered case-by-case) if the directors:

Classified the board;
Adopted supermajority vote requirements to amend the bylaws or charter; or
Eliminated shareholders ability to amend bylaws.

1.18.  For newly public companies, generally vote against or withhold from directors individually, committee members, or the entire
board (except new nominees, who should be considered case-by-case) if, prior to or in connection with the company s public
offering, the company or its board adopted bylaw or charter provisions materially adverse to shareholder rights, considering
the following factors:

The level of impairment of shareholders rights caused by the provision;

The disclosed rationale for adopting the provision;

The ability to change the governance structure in the future (e.g., limitations on shareholders right to amend the bylaws or
charter, or supermajority vote requirements to amend the bylaws or charter);

Enabling the financial community to manage governance risk for the benefit of shareholders.
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The ability of shareholders to hold directors accountable through annual director elections, or whether the company has a
classified board structure; and,

A public commitment to put the provision to a shareholder vote within three years of the date of the initial public
offering.

Unless the adverse provision is reversed or submitted to a vote of public shareholders, vote case-by-case on director nominees in subsequent

years.

Governance Failures

Under extraordinary circumstances, vote against or withhold from directors individually, committee members, or the entire board, due to:

1.19.
1.20.
1.21.

2. Responsiveness

Material failures of governance, stewardship, risk oversight3, or fiduciary responsibilities at the company;

Failure to replace management as appropriate; or

Egregious actions related to a director s service on other boards that raise substantial doubt about his or her ability to
effectively oversee management and serve the best interests of shareholders at any company.

Vote case-by-case on individual directors, committee members, or the entire board of directors as appropriate if:

2.1.

2.2.
2.3.

2.4.

2.5.

The board failed to act on a shareholder proposal that received the support of a majority of the shares cast in the previous
year. Factors that will be considered are:

Disclosed outreach efforts by the board to shareholders in the wake of the vote;

Rationale provided in the proxy statement for the level of implementation;

The subject matter of the proposal;

The level of support for and opposition to the resolution in past meetings;

Actions taken by the board in response to the majority vote and its engagement with shareholders;

The continuation of the underlying issue as a voting item on the ballot (as either shareholder or management proposals);
and

Other factors as appropriate.

The board failed to act on takeover offers where the majority of shares are tendered;
At the previous board election, any director received more than 50 percent withhold/against votes of the shares cast and the
company has failed to address the issue(s) that caused the high withhold/against vote;
The board implements an advisory vote on executive compensation on a less frequent basis than the frequency that received
the majority of votes cast at the most recent shareholder meeting at which shareholders voted on the say-on-pay frequency; or
The board implements an advisory vote on executive compensation on a less frequent basis than the frequency that received a
plurality, but not a majority, of the votes cast at the most recent shareholder meeting at which shareholders voted on the
say-on-pay frequency, taking into account:

The board s rationale for selecting a frequency that is different from the frequency that received a plurality;

The company s ownership structure and vote results;

3 Examples of failure of risk oversight include, but are not limited to: bribery; large or serial fines or sanctions from regulatory bodies;
significant adverse legal judgments or settlements; hedging of company stock; or significant pledging of company stock.
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ISS analysis of whether there are compensation concerns or a history of problematic compensation practices; and
The previous year s support level on the company s say-on-pay proposal.
3. Composition

Attendance at Board and Committee Meetings:

3.1. Generally vote against or withhold from directors (except new nominees, who should be considered case-by-case*) who
attend less than 75 percent of the aggregate of their board and committee meetings for the period for which they served,
unless an acceptable reason for absences is disclosed in the proxy or another SEC filing. Acceptable reasons for director
absences are generally limited to the following:

Medical issues/illness;
Family emergencies; and
Missing only one meeting (when the total of all meetings is three or fewer).

3.2. If the proxy disclosure is unclear and insufficient to determine whether a director attended at least 75 percent of the aggregate
of his/her board and committee meetings during his/her period of service, vote against or withhold from the director(s) in
question.

Overboarded Directors:

Vote against or withhold from individual directors who:

3.3. Sit on more than six public company boards; with respect to annual meetings on or after Feb. 1, 20175, sit on more than five
public company boards; or
3.4. Are CEOs of public companies who sit on the boards of more than two public companies besides their own  withhold only at

their outside boards®.
4. Independence

Vote against or withhold from Inside Directors and Affiliated Outside Directors (per the Categorization of Directors) when:

4.1. The inside or affiliated outside director serves on any of the three key committees: audit, compensation, or nominating;

4.2. The company lacks an audit, compensation, or nominating committee so that the full board functions as that committee;

4.3. The company lacks a formal nominating committee, even if the board attests that the independent directors fulfill the
functions of such a committee; or

4.4. Independent directors make up less than a majority of the directors.

4 For new nominees only, schedule conflicts due to commitments made prior to their appointment to the board are considered if disclosed in the
proxy or another SEC filing.

5 This policy change includes a 1-year transition period to allow time for affected directors to address necessary changes if they wish.

¢ Although all of a CEO s subsidiary boards will be counted as separate boards, ISS will not recommend a withhold vote from the CEO of a
parent company board or any of the controlled (>50 percent ownership) subsidiaries of that parent, but may do so at subsidiaries that are less
than 50 percent controlled and boards outside the parent/subsidiary relationships.
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Independent Chair (Separate Chair/CEQO)

General Recommendation: Generally vote for shareholder proposals requiring that the chairman s position be filled by an independent
director, taking into consideration the following:

The scope of the proposal;

The company s current board leadership structure;

The company s governance structure and practices;

Company performance; and

Any other relevant factors that may be applicable.
Regarding the scope of the proposal, consider whether the proposal is precatory or binding and whether the proposal is seeking an immediate
change in the chairman role or the policy can be implemented at the next CEO transition.

Under the review of the company s board leadership structure, ISS may support the proposal under the following scenarios absent a compelling
rationale: the presence of an executive or non-independent chair in addition to the CEO; a recent recombination of the role of CEO and chair;
and/or departure from a structure with an independent chair. ISS will also consider any recent transitions in board leadership and the effect such
transitions may have on independent board leadership as well as the designation of a lead director role.

When considering the governance structure, ISS will consider the overall independence of the board, the independence of key committees, the
establishment of governance guidelines, board tenure and its relationship to CEO tenure, and any other factors that may be relevant. Any
concerns about a company s governance structure will weigh in favor of support for the proposal.

The review of the company s governance practices may include, but is not limited to poor compensation practices, material failures of
governance and risk oversight, related-party transactions or other issues putting director independence at risk, corporate or management
scandals, and actions by management or the board with potential or realized negative impact on shareholders. Any such practices may suggest a
need for more independent oversight at the company thus warranting support of the proposal.

ISS performance assessment will generally consider one-, three, and five-year TSR compared to the company s peers and the market as a whole.
While poor performance will weigh in favor of the adoption of an independent chair policy, strong performance over the long-term will be
considered a mitigating factor when determining whether the proposed leadership change warrants support.

Proxy Access

General Recommendation: Generally vote for management and shareholder proposals for proxy access with the following provisions:

Ownership threshold: maximum requirement not more than three percent (3%) of the voting power;
Ownership duration: maximum requirement not longer than three (3) years of continuous ownership for each member of the
nominating group;
Aggregation: minimal or no limits on the number of shareholders permitted to form a nominating group;
Cap: cap on nominees of generally twenty-five percent (25%) of the board.
Review for reasonableness any other restrictions on the right of proxy access.

Generally vote against proposals that are more restrictive than these guidelines.
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Proxy Contests/Proxy Access Voting for Director Nominees in Contested Elections

General Recommendation: Vote case-by-case on the election of directors in contested elections, considering the following factors:

Long-term financial performance of the company relative to its industry;

Management s track record;

Background to the contested election;

Nominee qualifications and any compensatory arrangements;

Strategic plan of dissident slate and quality of the critique against management;

Likelihood that the proposed goals and objectives can be achieved (both slates); and

Stock ownership positions.
In the case of candidates nominated pursuant to proxy access, vote case-by-case considering any applicable factors listed above or additional
factors which may be relevant, including those that are specific to the company, to the nominee(s) and/or to the nature of the election (such as
whether or not there are more candidates than board seats).

CAPITAL/RESTRUCTURING

Common Stock Authorization

General Recommendation: Vote for proposals to increase the number of authorized common shares where the primary purpose of the
increase is to issue shares in connection with a transaction on the same ballot that warrants support.
Vote against proposals at companies with more than one class of common stock to increase the number of authorized shares of the class of
common stock that has superior voting rights.

Vote against proposals to increase the number of authorized common shares if a vote for a reverse stock split on the same ballot is warranted
despite the fact that the authorized shares would not be reduced proportionally.

Vote case-by-case on all other proposals to increase the number of shares of common stock authorized for issuance. Take into account
company-specific factors that include, at a minimum, the following:

Past Board Performance:
The company s use of authorized shares during the last three years

The Current Request:
Disclosure in the proxy statement of the specific purposes of the proposed increase;
Disclosure in the proxy statement of specific and severe risks to shareholders of not approving the request; and
The dilutive impact of the request as determined relative to an allowable increase calculated by ISS (typically 100 percent of
existing authorized shares) that reflects the company s need for shares and total shareholder returns.
ISS will apply the relevant allowable increase below to requests to increase common stock that are for general corporate purposes (or to the
general corporate purposes portion of a request that also includes a specific need):

A. Most companies: 100 percent of existing authorized shares.
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Companies with less than 50 percent of existing authorized shares either outstanding or reserved for issuance: 50 percent of existing
authorized shares.

Companies with one- and three-year total shareholder returns (TSRs) in the bottom 10 percent of the U.S. market as of the end of the
calendar quarter that is closest to their most recent fiscal year end: 50 percent of existing authorized shares.

Companies at which both conditions (B and C) above are both present: 25 percent of existing authorized shares.

If there is an acquisition, private placement, or similar transaction on the ballot (not including equity incentive plans) that ISS is recommending
FOR, the allowable increase will be the greater of (i) twice the amount needed to support the transactions on the ballot, and (ii) the allowable
increase as calculated above.

Mergers and Acquisitions

General Recommendation: Vote case-by-case on mergers and acquisitions. Review and evaluate the merits and drawbacks of the
proposed transaction, balancing various and sometimes countervailing factors including:

Valuation - Is the value to be received by the target shareholders (or paid by the acquirer) reasonable? While the fairness opinion
may provide an initial starting point for assessing valuation reasonableness, emphasis is placed on the offer premium, market
reaction and strategic rationale.

Market reaction - How has the market responded to the proposed deal? A negative market reaction should cause closer scrutiny of a
deal.

Strategic rationale - Does the deal make sense strategically? From where is the value derived? Cost and revenue synergies should
not be overly aggressive or optimistic, but reasonably achievable. Management should also have a favorable track record of
successful integration of historical acquisitions.

Negotiations and process - Were the terms of the transaction negotiated at arm s-length? Was the process fair and equitable? A fair
process helps to ensure the best price for shareholders. Significant negotiation wins can also signify the deal makers competency.
The comprehensiveness of the sales process (e.g., full auction, partial auction, no auction) can also affect shareholder value.

Conflicts of interest - Are insiders benefiting from the transaction disproportionately and inappropriately as compared to non-insider
shareholders? As the result of potential conflicts, the directors and officers of the company may be more likely to vote to approve a
merger than if they did not hold these interests. Consider whether these interests may have influenced these directors and officers to
support or recommend the merger. The CIC figure presented in the ISS Transaction Summary section of this report is an aggregate
figure that can in certain cases be a misleading indicator of the true value transfer from shareholders to insiders. Where such figure
appears to be excessive, analyze the underlying assumptions to determine whether a potential conflict exists.

Governance - Will the combined company have a better or worse governance profile than the current governance profiles of the
respective parties to the transaction? If the governance profile is to change for the worse, the burden is on the company to prove that
other issues (such as valuation) outweigh any deterioration in governance.

COMPENSATION

Executive Pay Evaluation

Underlying all evaluations are five global principles that most investors expect corporations to adhere to in designing and administering
executive and director compensation programs:

1. Maintain appropriate pay-for-performance alignment, with emphasis on long-term shareholder value: This principle
encompasses overall executive pay practices, which must be designed to attract, retain, and appropriately motivate the key
employees who drive shareholder value creation over the long term. It will take into consideration, among other factors, the
link between pay and performance; the mix between fixed and variable pay; performance goals; and equity-based plan costs;
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2. Avoid arrangements that risk pay for failure : This principle addresses the appropriateness of long or indefinite contracts, excessive
severance packages, and guaranteed compensation;
3. Maintain an independent and effective compensation committee: This principle promotes oversight of executive pay programs by

directors with appropriate skills, knowledge, experience, and a sound process for compensation decision-making (e.g., including
access to independent expertise and advice when needed);

4. Provide shareholders with clear, comprehensive compensation disclosures: This principle underscores the importance of
informative and timely disclosures that enable shareholders to evaluate executive pay practices fully and fairly;
5. Avoid inappropriate pay to non-executive directors: This principle recognizes the interests of shareholders in ensuring that

compensation to outside directors does not compromise their independence and ability to make appropriate judgments in
overseeing managers pay and performance. At the market level, it may incorporate a variety of generally accepted best practices.
Advisory Votes on Executive Compensation Management Proposals (Management Say-on-Pay)

General Recommendation: Vote case-by-case on ballot items related to executive pay and practices, as well as certain aspects of outside
director compensation.
Vote against Advisory Votes on Executive Compensation (Management Say-on-Pay MSOP) if:

There is a significant misalignment between CEO pay and company performance (pay for performance);
The company maintains significant problematic pay practices;

The board exhibits a significant level of poor communication and responsiveness to shareholders.
Vote against or withhold from the members of the Compensation Committee and potentially the full board if:

There is no MSOP on the ballot, and an against vote on an MSOP is warranted due to pay for performance misalignment,
problematic pay practices, or the lack of adequate responsiveness on compensation issues raised previously, or a combination
thereof;
The board fails to respond adequately to a previous MSOP proposal that received less than 70 percent support of votes cast;
The company has recently practiced or approved problematic pay practices, including option repricing or option backdating; or
The situation is egregious.

Primary Evaluation Factors for Executive Pay

Pay-for-Performance Evaluation

ISS annually conducts a pay-for-performance analysis to identify strong or satisfactory alignment between pay and performance over a sustained
period. With respect to companies in the Russell 3000 or Russell 3000E Indices’, this analysis considers the following:

1. Peer Group® Alignment:

7 The Russell 3000E Index includes approximately 4,000 of the largest U.S. equity securities.
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The degree of alignment between the company s annualized TSR rank and the CEO s annualized total pay rank within a peer
group, each measured over a three-year period.
The multiple of the CEO s total pay relative to the peer group median.

2. Absolute Alignment® the absolute alignment between the trend in CEO pay and company TSR over the prior five fiscal years
i.e., the difference between the trend in annual pay changes and the trend in annualized TSR during the period.
If the above analysis demonstrates significant unsatisfactory long-term pay-for-performance alignment or, in the case of companies outside the
Russell indices, misaligned pay and performance are otherwise suggested, our analysis may include any of the following qualitative factors, as
relevant to evaluating how various pay elements may work to encourage or to undermine long-term value creation and alignment with
shareholder interests:

The ratio of performance- to time-based equity awards;
The overall ratio of performance-based compensation;
The completeness of disclosure and rigor of performance goals;
The company s peer group benchmarking practices;
Actual results of financial/operational metrics, such as growth in revenue, profit, cash flow, etc., both absolute and relative to peers;
Special circumstances related to, for example, a new CEO in the prior FY or anomalous equity grant practices (e.g., bi-annual
awards);
Realizable pay'? compared to grant pay; and
Any other factors deemed relevant.
Problematic Pay Practices

The focus is on executive compensation practices that contravene the global pay principles, including:

Problematic practices related to non-performance-based compensation elements;
Incentives that may motivate excessive risk-taking; and
Options Backdating.

Problematic Pay Practices related to Non-Performance-Based Compensation Elements

Pay elements that are not directly based on performance are generally evaluated case-by-case considering the context of a company s overall pay
program and demonstrated pay-for-performance philosophy. Please refer to ISS Compensation FAQ document for detail on specific pay
practices that have been identified as potentially problematic and may lead to negative recommendations if they are deemed to be inappropriate
or unjustified relative to executive pay best practices. The list below highlights the problematic practices that carry significant weight in this
overall consideration and may result in adverse vote recommendations:

% The revised peer group is generally comprised of 14-24 companies that are selected using market cap, revenue (or assets for certain financial
firms), GICS industry group, and company s selected peers GICS industry group, with size constraints, via a process designed to select peers that
are comparable to the subject company in terms of revenue/assets and industry, and also within a market cap bucket that is reflective of the
company s. For Oil, Gas & Consumable Fuels companies, market cap is the only size determinant.

’ Only Russell 3000 Index companies are subject to the Absolute Alignment analysis.
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Repricing or replacing of underwater stock options/SARS without prior shareholder approval (including cash buyouts and voluntary
surrender of underwater options);
Excessive perquisites or tax gross-ups, including any gross-up related to a secular trust or restricted stock vesting;
New or extended agreements that provide for:
CIC payments exceeding 3 times base salary and average/target/most recent bonus;
CIC severance payments without involuntary job loss or substantial diminution of duties ( single or modified single triggers);
CIC payments with excise tax gross-ups (including modified gross-ups);
Insufficient executive compensation disclosure by externally- managed issuers (EMIs) such that a reasonable assessment of pay
programs and practices applicable to the EMI s executives is not possible.
Incentives that may Motivate Excessive Risk-Taking

Multi-year guaranteed bonuses;

A single or common performance metric used for short- and long-term plans;

Lucrative severance packages;

High pay opportunities relative to industry peers;

Disproportionate supplemental pensions; or

Mega annual equity grants that provide unlimited upside with no downside risk.
Factors that potentially mitigate the impact of risky incentives include rigorous claw-back provisions and robust stock ownership/holding
guidelines.

Options Backdating

The following factors should be examined case-by-case to allow for distinctions to be made between sloppy plan administration versus
deliberate action or fraud:

Reason and motive for the options backdating issue, such as inadvertent vs. deliberate grant date changes;
Duration of options backdating;
Size of restatement due to options backdating;
Corrective actions taken by the board or compensation committee, such as canceling or re-pricing backdated options, the recouping
of option gains on backdated grants; and
Adoption of a grant policy that prohibits backdating, and creates a fixed grant schedule or window period for equity grants in the
future.
Compensation Committee Communications and Responsiveness

Consider the following factors case-by-case when evaluating ballot items related to executive pay on the board s responsiveness to investor input
and engagement on compensation issues:

Failure to respond to majority-supported shareholder proposals on executive pay topics; or
Failure to adequately respond to the company s previous say-on-pay proposal that received the support of less than 70 percent of
votes cast, taking into account:
The company s response, including:
Disclosure of engagement efforts with major institutional investors regarding the issues that contributed to the low level of
support;
Specific actions taken to address the issues that contributed to the low level of support;
Other recent compensation actions taken by the company;
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Whether the issues raised are recurring or isolated;
The company s ownership structure; and
Whether the support level was less than 50 percent, which would warrant the highest degree of responsiveness.

Equity-Based and Other Incentive Plans

General Recommendation: Vote case-by-case on certain equity-based compensation plans!! depending on a combination of certain plan
features and equity grant practices, where positive factors may counterbalance negative factors, and vice versa, as evaluated using an
equity plan scorecard (EPSC) approach with three pillars:

Plan Cost: The total estimated cost of the company s equity plans relative to industry/market cap peers, measured by the company s
estimated Shareholder Value Transfer (SVT) in relation to peers and considering both:
SVT based on new shares requested plus shares remaining for future grants, plus outstanding unvested/unexercised grants; and
SVT based only on new shares requested plus shares remaining for future grants.

Plan Features:
Automatic single-triggered award vesting upon a change in control (CIC);
Discretionary vesting authority;
Liberal share recycling on various award types;
Lack of minimum vesting period for grants made under the plan.

Grant Practices:

The company s three year burn rate relative to its industry/market cap peers;

Vesting requirements in most recent CEO equity grants (3-year look-back);

The estimated duration of the plan (based on the sum of shares remaining available and the new shares requested, divided by the

average annual shares granted in the prior three years);

The proportion of the CEO s most recent equity grants/awards subject to performance conditions;

Whether the company maintains a claw-back policy;

Whether the company has established post exercise/vesting share-holding requirements.
Generally vote against the plan proposal if the combination of above factors indicates that the plan is not, overall, in shareholders interests, or if
any of the following egregious factors apply:

Awards may vest in connection with a liberal change-of-control definition;

The plan would permit repricing or cash buyout of underwater options without shareholder approval (either by expressly permitting
it for NYSE and Nasdagq listed companies or by not prohibiting it when the company has a history of repricing for non-listed
companies);

The plan is a vehicle for problematic pay practices or a significant pay-for-performance disconnect under certain circumstances; or
Any other plan features are determined to have a significant negative impact on shareholder interests.

" Proposals evaluated under the EPSC policy generally include those to approve or amend (1) stock option plans for employees and/or
employees and directors, (2) restricted stock plans for employees and/or employees and directors, and (3) omnibus stock incentive plans for
employees and/or employees and directors.
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SOCIAL/ENVIRONMENTAL ISSUES (SHAREHOLDER PROPOSALS)

Global Approach

Issues covered under the policy include a wide range of topics, including consumer and product safety, environment and energy, labor standards
and human rights, workplace and board diversity, and corporate political issues. While a variety of factors goes into each analysis, the overall
principle guiding all vote recommendations focuses on how the proposal may enhance or protect shareholder value in either the short or long
term.

General Recommendation: Generally vote case-by-case, taking into consideration whether implementation of the proposal is likely to
enhance or protect shareholder value, and in addition the following will also be considered:

If the issues presented in the proposal are more appropriately or effectively dealt with through legislation or government regulation;
If the company has already responded in an appropriate and sufficient manner to the issue(s) raised in the proposal;
Whether the proposal s request is unduly burdensome (scope or timeframe) or overly prescriptive;
The company s approach compared with any industry standard practices for addressing the issue(s) raised by the proposal;
If the proposal requests increased disclosure or greater transparency, whether or not reasonable and sufficient information is
currently available to shareholders from the company or from other publicly available sources; and
If the proposal requests increased disclosure or greater transparency, whether or not implementation would reveal proprietary or
confidential information that could place the company at a competitive disadvantage.

Climate Change/Greenhouse Gas (GHG) Emissions

General Recommendation: Generally vote for resolutions requesting that a company disclose information on the risks related to climate
change on its operations and investments, such as financial, physical, or regulatory risks, considering:

Whether the company already provides current, publicly-available information on the impact that climate change may have on the

company as well as associated company policies and procedures to address related risks and/or opportunities;

The company s level of disclosure is at least comparable to that of industry peers; and

There are no significant controversies, fines, penalties, or litigation associated with the company s environmental performance.
Generally vote for proposals requesting a report on greenhouse gas (GHG) emissions from company operations and/or products and operations,
unless:

The company already discloses current, publicly-available information on the impacts that GHG emissions may have on the
company as well as associated company policies and procedures to address related risks and/or opportunities;

The company s level of disclosure is comparable to that of industry peers; and

There are no significant, controversies, fines, penalties, or litigation associated with the company s GHG emissions.

Enabling the financial community to manage governance risk for the benefit of shareholders.
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Vote case-by-case on proposals that call for the adoption of GHG reduction goals from products and operations, taking into account:

Whether the company provides disclosure of year-over-year GHG emissions performance data;
Whether company disclosure lags behind industry peers;
The company s actual GHG emissions performance;
The company s current GHG emission policies, oversight mechanisms, and related initiatives; and
Whether the company has been the subject of recent, significant violations, fines, litigation, or controversy related to GHG
emissions.
Board Diversity

General Recommendation: Generally vote for requests for reports on a company s efforts to diversify the board, unless:
The gender and racial minority representation of the company s board is reasonably inclusive in relation to companies of similar size
and business; and
The board already reports on its nominating procedures and gender and racial minority initiatives on the board and within the
company.
Vote case-by-case on proposals asking a company to increase the gender and racial minority representation on its board, taking into account:

The degree of existing gender and racial minority diversity on the company s board and among its executive officers;

The level of gender and racial minority representation that exists at the company s industry peers;

The company s established process for addressing gender and racial minority board representation;

Whether the proposal includes an overly prescriptive request to amend nominating committee charter language;

The independence of the company s nominating committee;

Whether the company uses an outside search firm to identify potential director nominees; and

Whether the company has had recent controversies, fines, or litigation regarding equal employment practices.
Sustainability Reporting

General Recommendation: Generally vote for proposals requesting that a company report on its policies, initiatives, and oversight
mechanisms related to social, economic, and environmental sustainability, unless:

The company already discloses similar information through existing reports or policies such as an environment, health, and safety
(EHS) report; a comprehensive code of corporate conduct; and/or a diversity report; or
The company has formally committed to the implementation of a reporting program based on Global Reporting Initiative (GRI)
guidelines or a similar standard within a specified time frame.

Environmental, Social, and Governance (ESG) Compensation-Related Proposals

General Recommendation: Vote case-by-case on proposals to link, or report on linking, executive compensation to sustainability
(environmental and social) criteria, considering:

Whether the company has significant and/or persistent controversies or regulatory violations regarding social and/or environmental
issues;
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The degree to which industry peers have incorporated similar non-financial performance criteria in their executive compensation
practices; and
The company s current level of disclosure regarding its environmental and social performance.
This document and all of the information contained in it, including without limitation all text, data, graphs, and charts (collectively, the
Information ) is the property of Institutional Shareholder Services Inc. (ISS), its subsidiaries, or, in some cases third party suppliers.

The Information has not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other
regulatory body. None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), or a promotion or recommendation of,
any security, financial product or other investment vehicle or any trading strategy, and ISS does not endorse, approve, or otherwise express any
opinion regarding any issuer, securities, financial products or instruments or trading strategies.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.

ISS MAKES NO EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION AND
EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF
ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY, AND FITNESS for A
PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by law, in no event shall ISS have any liability regarding any of the
Information for any direct, indirect, special, punitive, consequential (including lost profits), or any other damages even if notified of the
possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited.

The Global Leader In Corporate Governance

WWWw.issgovernance.com
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PART C OTHER INFORMATION

Item 25: Financial Statements and Exhibits.

1.  Contained in Part A:

Financial Highlights for the Nuveen Credit Strategies Income Fund (the Fund orthe Registrant ) for fiscal years ended July 31, 2008,
July 31, 2009, July 31, 2010, July 31, 2011, July 31, 2012, July 31, 2013, July 31, 2014, July 31, 2015, July 31, 2016 and July 31,
2017 and the six months ended January 31, 2018.

2. Exhibits:

a.l Registrant s Declaration of Trust dated March 17, 2003. Filed on April 17, 2003 as Exhibit a. to the Registrant s Registration
Statement on Form N-2 (File No. 333-104599) and incorporated by reference herein.

a.2  Registrant s Amended and Restated Declaration of Trust dated March 8, 2012. Filed on May 16, 2013 as Exhibit a.2 to the
Registrant s Registration Statement on Form N-2 (File Nos. 333-188655 and 811-21333) and incorporated by reference herein.

b. Registrant s By-laws (Amended and Restated as of November 18, 2009). Filed on May 16, 2013 as Exhibit b. to Registrant s
Registration Statement on Form N-2 (File No. 333-188655) and incorporated by reference herein.

[ None.

d.1  Rating Agency Guidelines for Term Preferred Shares.(1)

d.2  Statement Establishing and Fixing the Rights and Preferences of Term Preferred Shares. See Appendix A to the Statement of
Additional Information.

€. Terms and Conditions of the Automatic Dividend Reinvestment Plan. Filed on May 21, 2003 as Exhibit e. to Pre-Effective
Amendment No. 1 to Registrant s Registration Statement on Form N-2 (File No. 333-104599) and incorporated by reference
herein.

f. None.

g.1  Investment Management Agreement between the Registrant and Nuveen Fund Advisors, LLC.(1)

g.2  Investment Sub-Advisory Agreement between Nuveen Fund Advisors, LLC and Symphony Asset Management LLC.(1)
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Underwriting Agreement for Term Preferred Shares.**

Nuveen Open-End and Closed-End Funds Deferred Compensation Plan for Independent Directors and Trustees. Filed on
March 24, 2004 as Exhibit i. to Nuveen Floating Rate Income Fund s Registration Statement on Form N-2 (File
No. 333-112179) and incorporated by reference herein.

Amended and Restated Master Custodian Agreement between the Registrant and State Street Bank and Trust Company dated
July 15, 2015. Filed on April 22, 2016 as Exhibit j.1 to Nuveen High Income December 2019 Target Term Fund s Registration
Statement on Form N-2 (File No. 333-209703) and incorporated by reference herein.

Appendix A, dated March 9, 2012, to the Amended and Restated Master Custodian Agreement between the Registrant and
State Street Bank and Trust Company dated April 14, 2016. Filed on April 22, 2016 as Exhibit j.2 to Nuveen High Income
December 2019 Target Term Fund s Registration Statement on Form N-2 (File No. 333-209703) and incorporated herein by
reference.

Transfer Agency and Service Agreement between the Registrant and Computershare Inc. and Computershare Trust Company,
N.A. effective June 15, 2017.*

First Amendment to Transfer Agency and Service Agreement between the Registrant and Computershare Inc. and
Computershare Trust Company, N.A. effective September 7, 2017.*

Opinion and Consent of Stradley Ronon Stevens & Young, LLP.*
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1.2 Opinion and Consent of K

m. None.

n. Consent of KPMG LLP.

0. None.

p- Subscription Agreement dated March 4, 2004. Filed on March 24, 2004 as Exhibit p. to Nuveen Floating Rate Income Fund s
Registration Statement on Form N-2 (File No. 333-112179) and incorporated by reference herein.

q. None.

r.1 Code of Ethics of Nuveen Investments.

r.2 Code of Ethics for the Independent Trustees of Nuveen Funds.(1)

S. Powers of Attorney.

* To be filed by amendment.

**  To be filed via post-effective amendment.

(1) Filed on January 10, 2018 with Registrant s Registration Statement on Form N-2 (File No. 333-220938) and incorporated herein by
reference.

Item 26:  Marketing Arrangements.
See the Underwriting Agreement filed as Exhibit h.1 to this Registration Statement.

Item 27:  Other Expenses of Issuance and Distribution.

Securities and Exchange Commission Registration Fees $ 31,125
Underwriting Discounts and Commissions $ 1,875,000
Structuring Fee $ 1,875,000
Printing and Engraving Fees $ 50,000
Legal Fees $ 85,000
Audit Fees $ 10,000
Rating Agency Fees $ 193,750
Miscellaneous Expenses $ 5,125

$ 4,125,000
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Item 28:  Persons Controlled by or under Common Control with Registrant.
Not applicable.

Item 29: Number of Holders of Securities.
As of June 30, 2018:

Number of
Title of Class Record Holders
Common Shares, $0.01 par value 52,526
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Item 30:  Indemnification.
Section 4 of Article XII of the Registrant s Declaration of Trust provides as follows:

Subject to the exceptions and limitations contained in this Section 4, every person who is, or has been, a trustee, officer, employee or agent of

the Trust, including persons who serve at the request of the Trust as directors, trustees, officers, employees or agents of another organization in
which the Trust has an interest as a shareholder, creditor or otherwise (hereinafter referred to as a Covered Person ), shall be indemnified by the
Trust to the fullest extent permitted by law against liability and against all expenses reasonably incurred or paid by him in connection with any
claim, action, suit or proceeding in which he becomes involved as a party or otherwise by virtue of his being or having been such a Trustee,
director, officer, employee or agent and against amounts paid or incurred by him in settlement thereof.

No indemnification shall be provided hereunder to a Covered Person:

(a) against any liability to the Trust or its Shareholders by reason of a final adjudication by the court or other body before which the proceeding
was brought that he engaged in willful misfeasance, bad faith, gross negligence or reckless disregard of the duties involved in the conduct of his
office;

(b) with respect to any matter as to which he shall have been finally adjudicated not to have acted in good faith in the reasonable belief that his
action was in the best interests of the Trust; or

(c) in the event of a settlement or other disposition not involving a final adjudication (as provided in paragraph (a) or (b)) and resulting in a
payment by a Covered Person, unless there has been either a determination that such Covered Person did not engage in willful misfeasance, bad
faith, gross negligence or reckless disregard of the duties involved in the conduct of his office by the court or other body approving the
settlement or other disposition or a reasonable determination, based on a review of readily available facts (as opposed to a full trial-type inquiry),
that he did not engage in such conduct:

(i) by a vote of a majority of the Disinterested Trustees acting on the matter (provided that a majority of the Disinterested Trustees then in office
act on the matter); or

(ii) by written opinion of independent legal counsel.

The rights of indemnification herein provided may be insured against by policies maintained by the Trust, shall be severable, shall not affect any
other rights to which any Covered Person may now or hereafter be entitled, shall continue as to a person who has ceased to be such a Covered
Person and shall inure to the benefit of the heirs, executors and administrators of such a person. Nothing contained herein shall affect any rights
to indemnification to which Trust personnel other than Covered Persons may be entitled by contract or otherwise under law.

Expenses of preparation and presentation of a defense to any claim, action, suit or proceeding subject to a claim for indemnification under this
Section 4 shall be advanced by the Trust prior to final disposition thereof upon receipt of an undertaking by or on behalf of the recipient to repay
such amount if it is ultimately determined that he is not entitled to indemnification under this Section 4, provided that either:

(a) such undertaking is secured by a surety bond or some other appropriate security or the Trust shall be insured against losses arising out of any
such advances; or

(b) a majority of the Disinterested Trustees acting on the matter (provided that a majority of the Disinterested Trustees then in office act on the
matter) or independent legal counsel in a written opinion shall determine, based upon a review of the readily available facts (as opposed to a full
trial-type inquiry), that there is reason to believe that the recipient ultimately will be found entitled to indemnification.

As used in this Section 4, a Disinterested Trustee is one (x) who is not an Interested Person of the Trust (including anyone, as such Disinterested
Trustee, who has been exempted from being an Interested Person by any rule, regulation or order of the Commission), and (y) against whom

none of such actions, suits or other proceedings or another action, suit or other proceeding on the same or similar grounds is then or has been
pending.
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As used in this Section 4, the words claim, action, suit or proceeding shall apply to all claims, actions, suits, proceedings (civil, criminal,
administrative or other, including appeals), actual or threatened; and the words liability and expenses shall include without limitation, attorneys
fees, costs, judgments, amounts paid in settlement, fines, penalties and other liabilities.

The trustees and officers of the Registrant are covered by the Mutual Fund Professional Liability policy in the aggregate amount of $70,000,000
against liability and expenses of claims of wrongful acts arising out of their position with the Registrant and other Nuveen funds, except for
matters that involve willful acts, bad faith, gross negligence and willful disregard of duty (i.e., where the insured did not act in good faith for a
purpose he or she reasonably believed to be in the best interest of the Registrant or where he or she had reasonable cause to believe this conduct
was unlawful). The policy has a $1,000,000 deductible for operational failures and $1,000,000 deductible for all other claims.

Section  of the Form of Underwriting Agreement filed as Exhibit h.1 to this Registration Statement provides for each of the parties thereto,
including the Registrant and the underwriter, to indemnify the others, their trustees, directors, certain of their officers, trustees, directors and
persons who control them against certain liabilities in connection with the offering described herein, including liabilities under the federal
securities laws.

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

such indemnification by it is against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.

Item 31:  Business and Other Connections of Investment Adviser and Sub-Adviser.

Nuveen Fund Advisors manages the Registrant and serves as investment adviser or manager to other open-end and closed-end management
investment companies and to separately managed accounts. The principal business address for all of these investment companies and the persons
named below is 333 West Wacker Drive, Chicago, Illinois 60606.

A description of any other business, profession, vocation or employment of a substantial nature in which the directors and officers of Nuveen
Fund Advisors who serve as officers or Trustees of the Registrant have engaged during the last two years for his or her account or in the capacity
of director, officer, employee, partner or trustee appears under Management in the Statement of Additional Information. Such information for
the remaining senior officers appears below:

Name and Position with Nuveen Fund Advisors Other Business, Profession, Vocation or Employment During Past Two Years

Michelle Beck, Executive Vice President Executive Vice President (since 2017), formerly, Managing Director of Nuveen
Alternative Investments, LLC; Chief Risk Officer and Executive Vice President (since
2017), formerly, Senior Managing Director, Chief Risk Officer (since 2016) of Teachers
Advisors, LLC; Executive Vice President (since 2017) of Nuveen Services, LLC and
TIAA-CREF Investment Management, LLC; Chief Risk Officer and Senior Managing
Director (since 2016) of Nuveen Alternatives Advisors LLC; Chief Risk Officer (since
2017) of Nuveen, LLC; Managing Director, Head of Risk Management, Nuveen
Investments, Inc. (2010-2017).
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Name and Position with Nuveen Fund Advisors Other Business, Profession, Vocation or Employment During Past Two Years
Joseph T. Castro, Senior Managing Director Senior Managing Director (since 2017), Head of Compliance (since 2013) of Nuveen,
LLC; Senior Managing Director (since 2017) of Nuveen Services, LLC.

Anthony E. Ciccarone, Executive Vice President Executive Vice President (since 2016), formerly, Managing Director (2015-2016) of
Nuveen Securities, LLC; Executive Vice President (since 2018) of Nuveen Services,
LLC; formerly, Executive Vice President (2016-2017), of Nuveen Investments, Inc.

Erik Mogavero, Formerly employed by Deutsche Bank (2013- August 2017) as Managing Director, Head
of Asset Management and Wealth Management Compliance for the Americas region and

Managing Director and Chief Compliance Officer Chief Compliance Officer of Deutsche Investment Management Americas.

Austin P. Wachter, Managing Director and Managing Director, Treasurer and Controller (since April 2017) (formerly, Assistant

Controller Treasurer and Assistant Controller) of Nuveen Asset Management, LLC; Managing

Director (since 2017) of Nuveen Securities, LLC; Controller (since 2017) of Nuveen
Investments, Inc., Nuveen Alternative Investments, LLC, Nuveen Alternatives Advisors
LLC, Nuveen Finance, LLC, Nuveen Services, LLC, NWQ Investment Management
Company, Nuveen Investments Advisers, LLC, Santa Barbara Asset Management, LLC
and Winslow Capital Management, LLC; Controller (since 2014) of Nuveen, LLC;
Controller (since 2016) formerly, Vice President and Funds Treasurer (2014-2016) of
Teachers Advisors, LLC; Controller (since 2016), formerly, Senior Director and Funds
Treasurer (2014-2016) of Teachers Insurance and Annuity Association of America.
Symphony Asset Management LLC ( Symphony ) currently serves as sub-adviser to the Fund and as an investment adviser or subadviser to
certain other open-end and closed-end funds and as investment adviser to separately managed accounts. The address for Symphony is 555
California Street, Suite 3100, San Francisco, California 94104. See Investment Adviser, Sub-Adviser and Portfolio Managers in Part B of the
Registration Statement.

Set forth below is a list of each director and officer of Symphony, indicating each business, profession, vocation or employment of a substantial
nature in which such person has been, at any time during the past two fiscal years, engaged for his or her own account or in the capacity of
director, officer, partner or trustee.

Name and Position with Symphony Other Business Profession, Vocation or Employment During Past Two Years
Anne B. Popkin, President None
Angela McKillen, Vice President None

and Chief Financial Officer

Gunther M. Stein, Chief Executive None

Officer and Chief Investment

Officer

Item 32: Location of Accounts and Records.

Nuveen Fund Advisors, 333 West Wacker Drive, Chicago, Illinois 60606, maintains the Fund s Declaration of Trust, By-Laws, minutes of

trustee and shareholder meetings, and contracts of the Registrant and all advisory material of the investment adviser. Symphony, in its capacity
as sub-adviser, may also hold certain accounts and records of the Fund.
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State Street Bank and Trust Company, 250 Royall Street, Canton, Massachusetts 02021, maintains all general and subsidiary ledgers, journals,
trial balances, records of all portfolio purchases and sales, and all other required records not maintained by Nuveen Fund Advisors or Symphony.

Item 33:  Management Services.
Not applicable.

Item 34:  Undertakings.

1. Registrant undertakes to suspend the offering of its shares until the prospectus is amended if: (1) subsequent to the effective date of its
registration statement, the net asset value declines more than ten percent from its net asset value as of the effective date of the registration
statement; or (2) the net asset value increases to an amount greater than its net proceeds as stated in the prospectus.

2. Not applicable.

3. Not applicable.

4.(a) to file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:
(1) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933 (the 1933 Act );

(2) to reflect in the prospectus any facts or events after the effective date of the registration statement (or the most recent post-effective
amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the registration
statement; and

(3) to include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any
material change to such information in the registration statement.

(b) that, for the purpose of determining any liability under the 1933 Act, each such post-effective amendment shall be deemed to be a new
registration statement relating to the securities offered therein, and the offering of those securities at that time shall be deemed to be the initial
bona fide offering thereof; and

(c) to remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering;

(d) that, for the purpose of determining liability under the 1933 Act to any purchaser, if the Registrant is subject to Rule 430C: Each prospectus
filed pursuant to Rule 497(b), (c), (d) or (e) under the 1933 Act as part of a registration statement relating to an offering, other than prospectuses
filed in reliance on Rule 430A under the 1933 Act, shall be deemed to be part of and included in the registration statement as of the date it is first
used after effectiveness. Provided, however, that no statement made in a registration statement or prospectus that is part of the registration
statement or made in a document incorporated or deemed incorporated by reference into this registration statement or prospectus that is part of
the registration statement will, as to a purchaser with a time of contract of sale prior to such first use, supersede or modify any statement that was
made in the registration statement or prospectus that was part of the registration statement or made in any such document immediately prior to
such date of first use.

(e) that for the purpose of determining liability of the Registrant under the 1933 Act to any purchaser in the initial distribution of securities:

The undersigned Registrant undertakes that in a primary offering of securities of the undersigned Registrant pursuant to this registration
statement, regardless of the underwriting method used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser
by means of any of the
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following communications, the undersigned Registrant will be a seller to the purchaser and will be considered to offer or sell such securities to
the purchaser:

(1) any preliminary prospectus or prospectus of the undersigned Registrant relating to the offering required to be filed pursuant to Rule 497
under the 1933 Act;

(2) the portion of any advertisement pursuant to Rule 482 under the 1933 Act relating to the offering containing material information about the
undersigned Registrant or its securities provided by or on behalf of the undersigned Registrant; and

(3) any other communication that is an offer in the offering made by the undersigned Registrant to the purchaser.
5. The Registrant undertakes that:

a. For purposes of determining any liability under the 1933 Act, the information omitted from the form of prospectus filed as part of this
Registration Statement in reliance upon Rule 430A and contained in the form of prospectus filed by the Registrant under Rule 497(h) under the
1933 Act shall be deemed to be part of this Registration Statement as of the time it was declared effective; and

b. For the purpose of determining any liability under the 1933 Act, each post-effective amendment that contains a form of prospectus shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of the securities at that time shall be deemed
to be the initial bona fide offering thereof.

6. The Registrant undertakes to send by first class mail or other means designed to ensure equally prompt delivery, within two business days of
receipt of a written or oral request, any Statement of Additional Information.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933 and the Investment Company Act of 1940, the Registrant has duly caused this
Registration Statement to be signed on its behalf by the undersigned, thereunto duly authorized, in this City of Chicago, and State of
Illinois, on the 234 day of July, 2018.

NUVEEN CREDIT STRATEGIES INCOME FUND

/s/ Gifford R. Zimmerman
Gifford R. Zimmerman,

Vice President and Secretary

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

Signature

/s/ Stephen D. Foy

Stephen D. Foy

/s/ Cedric H. Antosiewicz

Cedric H. Antosiewicz

Terence J. Toth*
Margo L. Cook*

Jack B. Evans*
William C. Hunter*
Albin F. Moschner*
John K. Nelson*
William J. Schneider*
Judith M. Stockdale*
Carole E. Stone*
Margaret L. Wolff*

Robert L. Young*
By:

Title Date

Vice President and Controller (Principal July 23,2018
Financial and Accounting Officer)

Chief Administrative Officer (principal July 23,2018
executive officer)

Chairman of the Board and Trustee
Trustee
Trustee
Trustee
Trustee
Trustee
Trustee
Trustee
Trustee
Trustee

Trustee

/s/ Gifford R. Zimmerman

Gifford R. Zimmerman,

Attorney-in-Fact
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July 23, 2018

* The powers of attorney authorizing Gifford R. Zimmerman and Eric F. Fess, among others, to execute this Registration Statement, and
Amendments thereto, for the Trustees of the Registrant on whose behalf this Registration Statement is filed, have been executed and are filed
as exhibits to this Registration Statement.
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EXHIBIT INDEX

Exhibit Name

n Consent of KPMG LLP

r.1 Code of Ethics of Nuveen Investments
S Powers of Attorney
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