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CITADEL DIVERSIFIED INVESTMENT TRUST
AND
SERIES S-1 INCOME FUND

NOTICE OF SPECIAL MEETINGS OF UNITHOLDERS

NOTICE IS HEREBY GIVEN that special meetings (the “Meetings”, or individually a “Meeting”) of the
holders (“Unitholders”) of units (“Units”) of each of Citadel Diversified Investment Trust (“Diversified”)
and Series S-1 Income Fund (“Series S-1” and together with Diversified, the “Funds™) will be held
concurrently at 11:00 a.m. (Toronto time) on November 17, 2009, at the 44th Floor of Scotia Plaza, 40 King
Street West, Toronto, Ontario for the following purposes:

1. Reorganization of Diversified

To consider and, if deemed appropriate, to adopt, with or without amendment, a special resolution
(“Reorganization Resolution”), the full text of which is contained in Appendix “A” to the joint
management information circular accompanying this Notice (the “Circular”), and further description of
which is set out in the Circular, which will, among other things, terminate the current administrative services
agreement and appoint Blue Ribbon Fund Management Ltd. (“Blue Ribbon”) as administrator, change the
name of Diversified to “Blue Ribbon Income Fund”, and create an annual redemption right with the first
redemption to occur three business days after the Diversified Reorganization Resolution is approved
(expected to be November 20, 2009) and the first redemption payment date to occur seven days after the
redemption date (expected to be November 27, 2009 ).

2. Reorganization of Series S-1

To consider and, if deemed appropriate, to adopt, with or without amendment, a special resolution
(“Reorganization Resolution”), the full text of which is contained in Appendix “A” to the Circular
accompanying this Notice, and further description of which is set out in the Circular, which will, among
other things, extend the duration of Series S-1 beyond December 31, 2009 and remove any fixed termination
date, terminate the current administrative services agreement and appoint Blue Ribbon as administrator, and
create an annual redemption right with the first redemption to occur three business days after the Series S-1
Reorganization Resolution is approved (expected to be November 20, 2009) and the first redemption
payment date to occur seven days after the redemption date (expected to be November 27, 2009).

3. Merger of Diversified

If the Diversified Reorganization Resolution above is approved by Unitholders, to consider and, if
deemed appropriate, to adopt, with or without amendment, a special resolution (“Merger Resolution”), the
full text of which is contained in Appendix “A” to the Circular accompanying this Notice, and further
description of which is set out in the Circular, authorizing the merger (the “Merger”) with Series S-1
Income Fund and all matters ancillary to implement the Merger.

4. Merger of Series S-1

If the Series S-1 Reorganization Resolution above is approved by Unitholders, to consider and, if
deemed appropriate, to adopt, with or without amendment, a special resolution (“Merger Resolution”), the
full text of which is contained in Appendix “A” to the Circular accompanying this Notice, and further
description of which is set out in the Circular, authorizing the Merger and all matters ancillary to implement
the Merger.



5. Other Business

To transact such further and other business as may properly be brought before the Meetings or any
adjournment thereof.

The resolutions referred to in matters 1 through 4 above are herein collectively called the “Blue
Ribbon Resolutions”.

Unitholders of record of each of the Funds at the close of business on October 16, 2009 (the
“Record Date”), will be entitled to receive notice of, and to attend and vote at, the applicable Meeting. No
Unitholder who becomes a Unitholder of a Fund after the Record Date shall be entitled to attend or vote at
any of the Meetings.

As required by National Instrument 81-107 Independent Review Committee for Investment Funds
(“NI 81-107”), Citadel Fund Administrator referred the Blue Ribbon Resolutions and the calling of
Meetings to the independent review committee of each of the Funds (the “Citadel IRC”) for its review and
decision. On October 20, 2009, the Citadel IRC met and, after making reasonable inquiry, the Citadel IRC
concluded that the calling of the Meetings and the presentation to the Unitholders of the Blue Ribbon
Resolutions, will, if the Blue Ribbon Resolutions are approved, achieve a fair and reasonable result for the
Funds, except with regard to the termination of the Administrator, which will result in the payment by the
Funds of termination fees under the terms of the administrative services agreements of the Funds. The
Citadel IRC concluded that the payment of these termination fees does not achieve a fair and reasonable
result for the Funds.

Unitholders of the Funds may obtain the most recent audited annual financial statements, unaudited
interim financial statements, management reports on fund performance, annual information forms and other
additional information relating to the Funds by either accessing the System for Electronic Disclosure and
Retrieval (SEDAR) website at www.sedar.com, or from Citadel Fund Administrator at 141 Adelaide Street
West, Suite 1006, Toronto, Ontario, M5SH 3L5, by calling toll free at telephone number 1 877-261-9674 or
by request by email at investorrelations@citadelfunds.com. For questions concerning the Blue Ribbon
Proposal or Blue Ribbon, please contact Brompton Funds by phone at 1-866-642-6001 or by email at
info@bromptongroup.com.

Beneficial Unitholders should complete and return the voting instruction form or other
authorization provided to them by on or behalf of their broker or other intermediary in accordance
with the instructions provided therein.

Because the Funds utilize the book entry only system of registration, Unitholders do not hold their
securities in their own name and are considered beneficial Unitholders (“Non-Registered Holders™’). Non-
Registered Holders cannot be recognized at the Meetings for purposes of voting their Units in person or by
way of proxy unless they comply with the procedure designated below.

Brokers and intermediaries are required to seek voting instructions from Non-Registered Holders in
advance of Unitholders’ meetings. Every broker and other intermediary has its own mailing procedure and
provides its own return instructions, which should be carefully followed by Non-Registered Holders in order
to ensure that their securities are voted at the Meetings. Often, the form of proxy supplied to Non-Registered
Holders by their broker or other intermediary is identical to that provided to registered Unitholders.
However, its purpose is limited to instructing the registered Unitholders how to vote on behalf of the Non-
Registered Holders. The majority of brokers and intermediaries in Canada delegate responsibility for
obtaining instructions from clients to Broadridge Financial Solutions Inc. (“Broadridge”). Broadridge
typically prepares a voting instruction form which it mails to the Non-Registered Holders and asks Non-



Registered Holders to complete and return the form directly to Broadridge. Broadridge then tabulates the
results of all instructions received and provides appropriate instructions respecting the voting of Units to be
represented at the Meetings. A Non-Registered Holder receiving a voting instruction form cannot use that
form to vote Units directly at the Meetings; the voting instruction form must be returned to Broadridge well
in advance of the Meetings in order to have the Units voted.

Registered Unitholders of the Funds are invited to attend the Meetings. Unitholders who are unable
to attend in person are requested to sign and date the enclosed form of proxy and to return it to
Computershare Investor Services Inc. (“Computershare”), 100 University Avenue, 9th Floor, Toronto,
Ontario M5J 2Y1, Attention: Proxy Department. In order to be valid and acted upon at the meetings all
proxies must be received by Computershare not less than 48 hours (excluding Saturdays, Sundays, or civic
or statutory holidays in the city of Toronto, Ontario) before the start time for the Meetings or any
adjournment thereof. The Chairman of the Meetings may, in his sole discretion, waive the requirement that
proxies be received at least 48 hours prior to the commencement of the Meetings. In the event that the
Chairman waives such requirement, proxies may be deposited with the Chairman of the Meeting on the day
of the Meetings prior to the commencement thereof. If no quorum is present at any Meeting, the Meeting
will be adjourned until December 1, 2009 to the same time and place.

Dated as at Toronto, Ontario this 21% day of October, 2009.

Wayne Pushka, President and Chief Executive Officer
Citadel Funds Administrator

UNITHOLDERS WHO WISH TO REDEEM THEIR UNITS FOR CASH IF THE
REORGANIZATION RESOLUTIONS ARE APPROVED SHOULD SUBMIT THEIR ELECTION
TO DO SO AS SOON AS POSSIBLE AND IN ANY EVENT NO LATER THAN 4:00 P.M.
(TORONTO TIME) ON FRIDAY, NOVEMBER 20, 2009 IN ORDER FOR IT TO BE EFFECTIVE.
The exact procedure for making an election for the redemption will be determined by the broker, dealer,
bank, trust company or other nominee through which the Unitholder holds its Units. CERTAIN DEALERS
MAY HAVE DEADLINES EARLIER THAN ABOVE OR CERTAIN PROCEDURES FOR
PROCESSING REDEMPTION NOTICES. PLEASE CONTACT YOUR INVESTMENT ADVISOR
FOR DETAILS.
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CITADEL DIVERSIFIED INVESTMENT TRUST

AND
SERIES S-1 INCOME FUND

JOINT MANAGEMENT INFORMATION CIRCULAR

This Joint Management Information Circular (the “Circular”) is furnished in connection with the
solicitation of proxies on behalf of 147228 Alberta Ltd., doing business as Citadel Fund Administrator (the
“Administrator”), in its capacity as administrator of each of Citadel Diversified Investment Trust
(“Diversified”) and Series S-1 Income Fund (“Series S-1” and, collectively with Diversified, the “Funds”)
and Blue Ribbon Fund Management Ltd. (“Blue Ribbon”), for use at the Special Meetings (the
“Meetings”, or individually a “Meeting”) of the holders (“Unitholders”, or individually a “Unitholder”) of
units (“Units”, or individually a “Unit”) of each of the Funds to be held at the time and place and for the
purposes set forth in the Notice of Special Meetings (the “Notice”) accompanying this Circular.

At the Meetings, Unitholders are being asked to consider and, if thought fit, pass special resolutions
in the form attached to this Circular as Appendix “A” (together, the “Blue Ribbon Resolutions”), as more
particularly described in this Circular. The transactions contemplated by the Blue Ribbon Resolutions, as
described in this Circular, are known collectively as the “Blue Ribbon Proposal”.

Your vote is very important. Please complete, date, sign and return the form of proxy or voting
instruction form accompanying this Circular to vote on the Blue Ribbon Resolutions at your earliest
convenience.

Information in this Circular is given as at October 1, 2009 unless otherwise expressly stated. The
information concerning Blue Ribbon, Bloom Investment Counsel, Inc., Brompton Funds Management
Limited, the Blue Ribbon Resolutions, and the Blue Ribbon Proposal (as defined below) in this Circular has
been provided to the Administrator by Blue Ribbon. The Administrator has no knowledge that would
indicate that any of such information is untrue or incomplete. The Administrator disclaims all responsibility
for such information, including any forward-looking statements . The Administrator has no involvement in
Blue Ribbon or the Blue Ribbon Proposal. Unless otherwise indicated, all currency references in this
Circular are to Canadian dollars.

PURPOSE OF THE MEETINGS - THE BLUE RIBBON PROPOSAL
Background

On August 6, 2009, unitholders of the Funds as well as Citadel Premium Income Fund, Citadel
HYTES Fund and Citadel S-1 Income Trust Fund requisitioned a special meeting of those funds to consider
a proposal (the “Original BR Proposal”) to reorganize those funds into one larger fund with an annual net
asset value (“NAV”) redemption right to be managed Blue Ribbon. Blue Ribbon is an associated company
of Brompton Funds Management Limited (“Brompton Funds”), through its affiliate Brompton
Administration Limited (“Brompton”), and Bloom Investment Management, Inc. (“Bloom”). The
Administrator put forward an alternative reorganization proposal to merge these funds as well as Citadel
Stable S-1 Income Fund, Citadel SMaRT Fund, Equal Weight Plus Fund and the Crown Hill Fund. These
proposals are described in the Administrator’s special meeting circular dated August 27, 2009 and Blue
Ribbon’s proxy circular dated September 8, 2009.



At meetings of unitholders held on September 30, 2008 (the “September Meetings”), neither
proposal was approved. The Original BR Proposal received the support of 68.03% of units voted at the
meeting of Diversified and 73.57% of units voted at the meeting of Series S-1; it was not approved,
however, as the resolutions required the approval of 75% of the votes duly cast by Unitholders. The
reorganization proposed by the Administrator did not receive the necessary number of Unitholders and
consequently was also not approved in respect of Diversified and Series S-1.

On October 13, 2009 the Administrator, Blue Ribbon, Brompton and Bloom entered into an
agreement pursuant to which the Administrator agreed to put forth the Blue Ribbon Proposal to Unitholders
at the Meetings. Under this agreement, information regarding the Blue Ribbon Proposal, the Blue Ribbon
Resolutions, Blue Ribbon, Bloom and Brompton for the management information circular to be prepared for
the Meetings would be provided by Blue Ribbon. The Administrator makes no recommendation on how
Unitholders should vote on the Blue Ribbon Proposal. In that agreement, the Administrator also agreed,
among other things, to discontinue certain litigation which it had previously commenced against Bloom. As
well, it was agreed that Bloom would be terminated as the investment manager of Citadel HYTES Fund,
Citadel S-1 Income Trust Fund, Citadel Stable S-1 Income Fund and Citadel SMaRT Fund. The termination
occurred on October 19, 2009.

What is the Blue Ribbon Proposal?

The Blue Ribbon Proposal consists of the specific proposed changes to the Funds and the related
steps contained in the Reorganization Resolutions and the Merger Resolutions for Diversified and Series S-1
as set out in Appendix “A” of this Circular . The Reorganization Resolution for each Fund proposes, among
other things, to remove the current trustee, Valiant Trust Company, and appoint Computershare Trust
Company of Canada as trustee, to terminate the current administrative services agreement and replace the
Administrator with Blue Ribbon; to create an annual right on the part of Unitholders to redeem Units at a
redemption price equal to 100% of NAV less associated direct costs of the redemptions, with a first
redemption date expected to be November 20, 2009; to remove the fixed termination date for the Funds; and
to authorize the Trustee to enter into new administrative services agreements, investment management
agreements and amended and restated declarations of trust with the features described in this Circular. In the
case of Diversified, the Reorganization Resolution will also change its name to “Blue Ribbon Income Fund”
but, if not approved by Diversified, the Reorganization Resolution of Series S-1 will change its name
accordingly. Each Reorganization Resolution will also provide that the Fund’s basic investment objectives
will be to provide monthly cash distributions and the opportunity to participate in capital gains, with a core
investment strategy to actively manage a portfolio of publicly listed or traded securities, including income
trusts, royalty trusts, real estate investment trusts, common equities, preferred securities and debt
instruments.

The Merger Resolution for each Fund proposes to authorize the merger of the Funds (the
“Merger”). Generally, Blue Ribbon Income Fund will use declarations of trust, administration agreements
and investment management agreements which are based on the current documents of the Funds, with the
changes that are specifically proposed as part of the Blue Ribbon Proposal as described in this Circular and
specifically set out in the resolutions at Appendix “A”.

Other key elements of the Blue Ribbon Proposal are:

e keep Bloom as investment manager;

e lower the management and administration fees; and

e provide certain improved governance features.



If the Reorganization Resolutions are approved at the Meetings without adjournment, the
redemption date for the initial annual redemption (the “Special Redemption”) will be November 20, 2009.
Redeeming Unitholders will be paid on or about November 27, 2009. If the Meetings are adjourned to
December 1, 2009 then the Special Redemption date will be three business days and payment date will be
ten days after that date. The redemption price will be equal to 100% of NAV less associated direct costs of
the redemption (primarily brokerage commissions). UNITHOLDERS WHO WISH TO REDEEM
THEIR UNITS FOR CASH IF THE REORGANIZATION RESOLUTIONS ARE APPROVED
SHOULD SUBMIT THEIR ELECTION TO DO SO AS SOON AS POSSIBLE AND IN ANY
EVENT NO LATER THAN 4:00 P.M. (TORONTO TIME) ON FRIDAY, NOVEMBER 20, 2009 IN
ORDER FOR IT TO BE EFFECTIVE. The exact procedure for making an election for the redemption
will be determined by the broker, dealer, bank, trust company or other nominee through which the
Unitholder holds its Units. PLEASE CONTACT YOUR BROKER FOR DETAILS OF ITS NOTICE
REQUIREMENTS AND DEADLINE.

If the Merger Resolutions are approved, the Merger will occur on or about December 31, 2009 and
Unitholders of Series S-1 will receive Units of Blue Ribbon Income Fund. For further details see “Procedure
for the Merger to Become Effective”.

Voting Threshold and Quorum for Transaction of Business

Pursuant to the declarations of trust for the Funds, the Blue Ribbon Resolutions require the approval
of not less than 75% of the votes cast by the Unitholders present in person or by proxy at the particular
Meeting, or any adjournment(s) thereof required for such purposes.

Pursuant to the declarations of trust of each Fund, a quorum of Unitholders will be present at the
Meeting if two or more individuals are present in person either holding personally or representing as proxies
not less in aggregate than 10% of the outstanding Units of the applicable Fund.

BENEFITS OF THE BLUE RIBBON PROPOSAL

Blue Ribbon has indicated that the Blue Ribbon Proposal involves the following key benefits for
Unitholders:

Maintaining Bloom as Portfolio Manager: Blue Ribbon Income Fund will continue the investment
management service of Bloom, which has been the investment manager for the Funds since their inception.
In September 2009, the Brendan Wood International Panel of leading broker analysts selected Paul Bloom
as one of the 50 TopGun Portfolio Managers covering Canadian equities.

The investment objectives of the Blue Ribbon Income Fund are very similar to the investment
objectives that have been followed by Diversified. Diversified has earned a compound total return based on
NAV of approximately 11.3% per annum or approximately 13.2% per annum gross of Management
Expense Ratio (“MER”), compared to 6% per annum for the S&P/TSX Composite Index over the 12-year
period ended July 31, 2009.

Blue Ribbon has advised that Bloom has already developed a strategy to maintain a high level of
distributable cash flow up to and beyond the 2011 deadline for income trusts. Bloom has indicated that it
expects to take advantage of opportunities primarily in the income trust sector, but as 2010 progresses,
anticipates shifting the portfolio weighting towards dividend paying common shares that offer an attractive
yield, growth prospects and compelling valuations. Blue Ribbon has advised that, by supplementing these
investments in preferred shares and debt instruments, Bloom hopes to better position Blue Ribbon Income
Fund to maintain a high level of monthly income with the opportunity for capital growth.



Lower Fees: The combined annual administration and investment management fee of 1.0% of NAV per
annum for the Blue Ribbon Income Fund will be lower than the fees currently payable by Diversified and
Series S-1, which amount to 1.5% and 1.1% of NAV per annum, respectively.

Annual redemption at 100% of Net Asset Value: Unitholders, before and after the Merger, will have the
right to an annual redemption at a redemption price equal to 100% of NAV less associated direct costs of the
redemption (primarily brokerage commissions). The first such redemption would be paid on or about
November 27, 2009.

High Monthly Distribution: Blue Ribbon has indicated that Blue Ribbon Income Fund is expected to have
an initial distribution rate representing a yield on published NAV as of July 30, 2009, of approximately
10%. This currently represents a yield of approximately 9.25%.

Trailer Fee: Blue Ribbon Income Fund will pay a trailer fee to investment dealers of 0.40% of NAV per
annum.

Enhanced Unitholder Protection and Governance Features:
(a) No “permitted mergers”: any future mergers will require unitholder approval,

(b) No dilutive offerings: Blue Ribbon Income Fund will not permit units to be issued for net
proceeds per unit less than the most recently calculated NAV per unit prior to the date of the
setting of the subscription price by Blue Ribbon;

(© No entrenched management provisions: The services of Brompton and Bloom will be
terminable upon unitholder approval by extraordinary resolution without payment of break
fees or early termination fees; and

(d) Liquidity: Blue Ribbon Income Fund will not be permitted to delist from the Toronto Stock
Exchange (“TSX”) without unitholder approval.

Strong and Deep Management Team: Blue Ribbon, Brompton and Bloom will have a strong and deep
management team and will handle all investor relations issues directly.

Improved Liquidity and Lower Operating Costs on Merger of the Funds: As a result of the Merger,
Blue Ribbon Income Fund is expected to have significantly larger market capitalization. This should result
in improved trading and liquidity and lower general and administration costs per unit.

Warrants: Blue Ribbon has indicated that Blue Ribbon Income Fund will offer warrants in early 2010. It is
expected that each Unitholder will receive one warrant for each two Units held on the record date of the
warrant offering. The record date will be set on the filing of the warrant prospectus. The warrants will be
priced at the most recently published NAV per unit prior to the date of filing the warrant prospectus plus the
per unit fees and expenses of the offering. A selling concession equal to approximately 1.5% of the exercise
price may be paid to investment dealers for each warrant exercised. An application will be made to list the
warrants on the TSX. It is expected that the warrants will be exercisable from issue date to an expiry date,
which is expected to be September 15, 2010. Blue Ribbon has indicated that it will complete the warrant
offering in accordance with all applicable requirements of Canadian securities law.



Additional Considerations

For Unitholders of Series S-1, if the Blue Ribbon Proposal is not approved and the Fund terminates
on December 31, 2009 as scheduled, the portfolio of the Fund would have to be sold in its entirety and the
assets of the Fund distributed to Unitholders on a pro rata basis. Terminating the Fund may be more
expensive to Unitholders than the NAV redemption offered as part of the Blue Ribbon Proposal due to
potential losses incurred from the complete liquidation of the portfolio, and certain costs such as legal fees
and holdbacks to effect the wind up, which reduce the amount payable on termination of a fund. In addition,
payments resulting from termination of the Fund would not be made to Unitholders until sometime in
January or February 2010 compared to a payment date for the Special Redemption of on or about November
27,2009 if the Blue Ribbon Proposal is approved.

For unitholders of Diversified, if the Blue Ribbon Proposal is not approved, unitholders will not
have any NAV redemption feature available until the Fund terminates on December 31, 2012, over three
years from now. Blue Ribbon expects that if the Blue Ribbon Proposal is approved, unitholders will benefit
from an annual NAV redemption feature, lower fees, enhanced unitholder protection and governance
features and greater market liquidity. These benefits should result in a much better trading price for the
Units as the trading discount to NAV should be reduced substantially.

One of the implications of approving the Blue Ribbon Proposal is the payment of termination fees to
the Administrator. The existing administrative services agreements for the Funds include provisions for
termination fees payable to the Administrator and to the Investment Manager if they are terminated. These
provisions are historical; they were agreed to by the original administrator of the Citadel Funds, who had
taken the initiative and incurred the expense of creating, launching and marketing the Citadel Funds. For
each Fund, the Administrator must be paid an amount equal to an estimate of the value of two years of the
administration fee, calculated on a pro forma basis, based on the total assets of such Fund at the time of
termination. For Diversified, this amount is equal to approximately 3.0% of the NAV of the Fund and for
Series S-1 this amount is equal to approximately 1.1% of the NAV of the Fund. These termination fees are
expected to amount to approximately $7.9 million in the case of Diversified and $2.5 million in the case of
Series S-1.

Under these provisions, because Bloom agreed to an exclusivity provision which, effectively,
prevents it from acting as investment manager to any other closed-end funds, Bloom would also be entitled
to termination fees. However, if the Blue Ribbon Proposal is approved, Bloom has agreed to waive or
reimburse its termination fee.

Costs associated with the Meetings will be paid for by Blue Ribbon. See “Expenses of the
Reorganization and Merger”.

IRC REVIEW
Review of Citadel IRC

As required by National Instrument 81-107 — Independent Review Committee for Investment Funds
(“NI 81-107”), the Administrator referred the calling of the Meetings, the Reorganization Resolutions and
the Merger Resolutions to the independent review committee of the Citadel Funds (the “Citadel IRC”) for
its review and decision. The Reorganization Resolution and the Merger Resolution for each Fund were each
considered separately by the Citadel IRC.

The Citadel IRC met on October 20, 2009. The Citadel IRC informed the Administrator that, after
making reasonable enquiry, it had concluded that the Administrator’s course of action to hold the Meetings



to consider the Blue Ribbon Proposal will, if the Blue Ribbon Proposal is approved, achieve a fair and
reasonable result for the Funds, except with regard to the termination of the Administrator, which will result
in the payment by the Funds of termination fees to the Administrator under the terms of the administrative
services agreements of the Funds. The Citadel IRC concluded that the payment of these termination fees
does not achieve a fair and reasonable result for the Funds.

Notwithstanding the above-noted recommendation of the Citadel IRC regarding termination fees,
the Administrator has determined that it remains appropriate for the Unitholders of the Funds to consider the
Blue Ribbon Resolutions, although the Citadel Funds Administrator takes no position on how Unitholders
should vote. A positive vote in favour by the Unitholders of the Funds on the Blue Ribbon Resolutions as
described in this Circular, will result in the termination of the Administrator, as well as the obligation of the
Funds to pay the termination fees to the Administrator under the terms of the administration agreements.
The Administrator has informed the Citadel IRC about its course of action and the result of a positive vote
of the Unitholders of the Funds. The Administrator believes that this course of action is prudent in view of
the reasons discussed above under “Purpose of the Meetings — The Blue Ribbon Proposal — Background”.

Recommendations of the Proposed Blue Ribbon IRC

If the Blue Ribbon Proposal is successful, Blue Ribbon has advised that it will appoint Brompton’s
independent review committee (“Brompton’s IRC”) to be the IRC for Blue Ribbon Income Fund (the
“Proposed Blue Ribbon IRC”). The function of Brompton IRC is to provide decisions on any conflict of
interest matters that the manager or administrator of any fund may encounter. In order to execute their duties
effectively, members of Brompton’s IRC are invited to attend all of the Board of Directors and Audit
Committee Meetings and have access to management at all times. Blue Ribbon intends to adopt these
procedures with respect to its IRC. The members of the Proposed Blue Ribbon IRC are the original IRC
members of Brompton Funds. Their names and a brief description of their backgrounds are set out below:

James W. Davie: Mr. Davie has over 30 years of investment banking experience and currently
serves as a corporate director. Mr. Davie has held a number of senior positions at RBC Dominion Securities
Inc. since 1973 including Managing Director of Investment Banking and head of Equity Capital Markets
from 1987 to 1999. Mr. Davie received a Bachelor of Commerce degree from the University of Toronto and
a Master of Business Administration degree from Queen’s University.

Arthur R. A. Scace: Mr. Scace is an independent director and former partner of McCarthy Tétrault
LLP and has over 35 years of legal and business experience. Mr. Scace began his career at McCarthy
Tétrault LLP in 1967 and became a partner in 1972. Mr. Scace served as the Managing Partner of the
Toronto office from 1989 to 1996 and as the firm’s National Chairman from 1997 to 1999. Mr. Scace
received a Bachelor of Arts degree from the University of Toronto, a Bachelor of Law degree from Oxford
University as a Rhodes Scholar, a Master of Arts degree from Harvard University, and a Bachelor of Laws
degree from Osgoode Hall Law School at York University. Mr. Scace is also a Queen’s Counsel, has been
appointed as a member of the Order of Canada and has received honorary Doctorates of Law from The Law
Society of Upper Canada, York University, the University of Toronto and Trinity College of the University
of Toronto. Mr. Scace was Chairman of the Board of Directors of The Bank of Nova Scotia and a director of
several other Canadian companies, and is a former Treasurer of The Law Society of Upper Canada.

Ken S. Woolner: Mr. Woolner has over 20 years of experience in the oil and gas industry and
currently serves as a corporate director. From April 2005 to February 2006, Mr. Woolner was Executive
Chairman of White Fire Energy Ltd., a public oil and gas company operating in Western Canada and a
trustee of Sequoia Oil & Gas Trust. Mr. Woolner was President and Chief Executive Officer of Lightning
Energy Ltd. from December 2001 to April 2005, when it merged with Argo Energy Ltd. to create Sequoia
Oil & Gas Trust and White Fire Energy Ltd. Mr. Woolner was the President and Chief Executive Officer



and a director of Velvet Exploration Ltd. from April 1997 to July 2001 when it was acquired by El Paso Oil
& Gas Inc., and was a director of El Paso Oil and Gas Canada Inc. from July 2001 to May 2002.
Mr. Woolner is a professional engineer and received a Bachelor of Science degree in Geological
Engineering from the University of Toronto.

The individuals to be appointed to the Proposed Blue Ribbon IRC if the Blue Ribbon Proposal is
successful have reviewed the Blue Ribbon Proposal. These individuals have concluded that, in the event that
the Blue Ribbon Proposal is approved by the Unitholders of the Funds, the terms of the Blue Ribbon
Proposal would achieve a fair and reasonable result for the Unitholders of the Funds. These individuals have
also advised Blue Ribbon that, once the Blue Ribbon Resolutions have been approved, and the Proposed
Blue Ribbon IRC formally appointed, the Proposed Blue Ribbon IRC will ratify its recommendation of the
Blue Ribbon Proposal.

REVIEW OF THE ADMINISTRATOR

The Administrator has agreed to put the Blue Ribbon Proposal to Unitholders of the Funds. The
Administrator makes no recommendation on how Unitholders should vote on the Blue Ribbon Proposal.
However, it is the intention of the persons named in the enclosed forms of proxy, if not expressly directed to
the contrary in such proxy, to vote such proxy FOR and in favour of the Blue Ribbon Resolutions.

In order to take effect, each of the Blue Ribbon Resolutions require the approval of 75% of the votes
cast by the Unitholders of each Fund (“Voting Thresholds”) present in person or by proxy at the particular
Meeting, or any adjournment(s) thereof required for such purposes.

PROCEDURE FOR THE MERGER TO BECOME EFFECTIVE

If the Reorganization Resolutions are approved by Unitholders of each of the Funds, Diversified
will change its name to Blue Ribbon Income Fund. If the Merger Resolutions are approved, the Funds will
amend their declarations of trust to the extent necessary or appropriate to implement the Merger including
to: (i) permit Series S-1 to sell its property to Blue Ribbon Income Fund for units (“Blue Ribbon Units”);
(i1) permit Series S-1 to acquire Blue Ribbon Units, (iii) provide for the automatic redemption of the Units
of Series S-1; and (iv) distribute Blue Ribbon Units in exchange for the redeemed Units. In the Merger,
Unitholders of Series S-1 will, accordingly, become Unitholders of Blue Ribbon Income Fund with the
following events to occur, or be deemed to occur, in order to give effect to the Merger:

(a) On the date of the Merger (expected to be December 31, 2009), Series S-1 will transfer all
or substantially all of its assets and liabilities to Blue Ribbon Income Fund in exchange for
an amount equal to the value of the net assets transferred by Series S-1 to Blue Ribbon
Income Fund on the Merger Date;

(b) Blue Ribbon Income Fund will satisfy the purchase price referred to in (a) above by issuing
that number of Blue Ribbon Units (rounded down to the nearest whole Blue Ribbon Unit)
equal to the number of Units of Series S-1 then outstanding multiplied by the applicable
Exchange Ratio (as defined below) for Series S-1; and

(©) The units of Series S-1 will automatically be redeemed and Blue Ribbon, as the
administrator of Series S-1, will pay the redemption price therefor by distributing the
applicable number of Blue Ribbon Units to the Unitholders of Series S-1, with each such
Unitholder receiving that number of Blue Ribbon Units (rounded down to the nearest whole
Blue Ribbon Unit) as is equal to the Exchange Ratio multiplied by the number of Units of
Series S-1 held by such Unitholder immediately prior to the completion of the Merger.



Unitholders of the Funds will not be required to take any action in order to be recognized as a
Unitholder of Blue Ribbon Income Fund and to be in a position to trade their Blue Ribbon Units following
the Merger.

Basis of Exchange

Units of Series S-1 will be exchanged for Blue Ribbon Units at an exchange ratio (the “Exchange
Ratio”) calculated by dividing the NAV per trust unit of Series S-1 by the NAV per Unit of Blue Ribbon
Income Fund assuming completion of the Merger, each as determined at the close of trading on the TSX on
the business day prior to the Merger.

Fractional Trust Units

No fractional Blue Ribbon Units will be issued to Unitholders of Series S-1. The number of Blue
Ribbon Units distributed to each such Unitholder will be rounded down to the next whole number of Blue
Ribbon Units.

Conditions to the Merger
Unitholder Approval

As indicated above, Unitholders of the Funds will be required to approve the Reorganization and
Merger Resolutions at the Meeting.

Regulatory and Third Party Approvals

A condition precedent to the Merger becoming effective will be that all required regulatory and
third party approvals are obtained prior to the date of the Merger. Such regulatory approvals include,
without limitation, the approval of the TSX. An application to the TSX will be made for approval of the
listing of Blue Ribbon Fund Units which are to be issued in connection with the Merger if it is approved by
Unitholders. Following the date of the Merger, Series S-1’s Units will be delisted from the TSX.
Completion of the Merger is subject to the TSX approving such transactions.

DESCRIPTION OF BLUE RIBBON INCOME FUND

If the Reorganization Resolution for Diversified is passed, Diversified will be renamed “Blue
Ribbon Income Fund”. Thereafter, Blue Ribbon Income Fund will be merged with Series S-1 if the Merger
Resolutions are passed and will continue under that name. It is expected that the Merger will occur on or
about December 31, 2009. Blue Ribbon Income Fund will not have a fixed termination date.
Investment Objectives and Investment Strategy

Blue Ribbon Income Fund’s investment objectives will be to provide:

(a) a variable level of monthly cash distributions in an amount determined and announced from

time to time by the Blue Ribbon Income Fund having regard to the Blue Ribbon Income

Fund’s then current portfolio and prevailing economic and market conditions; and

(b) the opportunity to participate in gains in the value of the investment portfolio.



The investment strategy of Blue Ribbon Income Fund will be to actively manage a portfolio of
publicly listed or traded Canadian securities, including income trusts, royalty trusts, real estate investment
trusts, common equities, which may also include preferred securities, and debt instruments and may include
a limited amount of foreign securities, to meet these investment objectives.

The proposed new investment strategy is modeled after Diversified, which is one of the oldest
Canadian closed-end investment funds designed to provide investors with a high level of distributable cash
flow and to maximize the NAV over the life of the fund. Diversified has provided compound total returns
based on NAV of approximately 11.3% per annum over the nearly 12 year period since inception to July 31,
2009, as highlighted below, compared to 6.0% for the S&P/TSX Composite Index over the same period.

Cumulative Performance - Citadel Diversified Income Fund
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Blue Ribbon has indicated that, in order to address the changes to the income trust sector resulting
from the Federal Government’s intention to start taxing income trusts in 2011, and to assist Blue Ribbon
Income Fund in achieving its investment objectives, it wishes to broaden the investment universe of the
Blue Ribbon Income Fund beyond Canadian income trusts, royalty trusts, REITs and common equities to
include preferred securities and debt instruments. During the transitional period over the coming fourteen
months, Blue Ribbon has advised that Bloom expects to continue to be largely focused on the income trust
sector to take advantage of attractive investment opportunities remaining in the income trust sector as a
result of current misinformation and misunderstanding concerning equity valuations. As 2011 approaches,
Bloom has indicated that it expects to shift the portfolio weighting towards higher yielding common shares
that were either previously income trusts that have converted into a common share structure, or any other
common share investment that offers an attractive yield, growth prospects and attractive values. Bloom has
further indicated that these common share investments may then be joined by investments in preferred
shares and debt instruments and the continuation of investment in REITs that are not affected by the 2011
tax change.

By expanding its investment universe to other income-oriented investments, Blue Ribbon has
indicated that it expects Blue Ribbon Income Fund to be better positioned to maintain a high level of
distributable cash flow and to maximize the NAV. Blue Ribbon Income Fund may also employ leverage of
up to 25% of the total assets determined at the time of borrowing to purchase additional securities in
accordance with the investment strategy and investment restrictions of Blue Ribbon Income Fund, to
enhance the total return of the fund.



Investment Restrictions

The investment restrictions of Blue Ribbon Income Fund will provide that it may not:

(a)

(b)

(c)

(d)

(e)

(O
(2
(h)

(1)

G

(k)

M

(m)

except in respect of obligations issued by the Government of Canada or any Province of
Canada, invest 10% or more of the total assets of Blue Ribbon Income Fund in the
securities of any single issuer or in securities that are not Portfolio Securities (where
“Portfolio Securities” means units or rights to subscribe for or purchase publicly listed or
traded securities (including installment receipts) issued by income trusts, limited
partnerships, common equities, convertible debt, preferred securities and debt instruments);

borrow money, except that (i) short-term credits necessary for settlement of securities
transactions are not considered borrowings, and (ii) Blue Ribbon Income Fund may borrow
or issue senior debt securities (including convertible debt securities) in an aggregate amount
of up to 25% of its total assets determined at the time of borrowing or issuance (including
securities purchased with the amounts borrowed);

purchase or sell derivatives or commodity contracts, including futures contracts and options
thereon;

make loans, except that Blue Ribbon Income Fund may engage in securities lending and
may purchase and hold debt obligations (including bonds, debentures or other obligations
and certificates of deposit, bankers’ acceptances and fixed term deposits) in accordance
with its investment strategy;

purchase real estate or real estate mortgage loans (other than securities issued by issuers that
invest in real estate or interests therein, including REITs and limited partnerships that invest
in real estate);

invest in mutual funds as defined under the Securities Act (Ontario);

make short sales of securities or maintain short positions;

own more than 10% of any class of securities of any one issuer or purchase the securities of
an issuer for the purpose of exercising control over management of any issuer;

guarantee the securities or obligations of any person other than Blue Ribbon, and then only
in respect of the business of Blue Ribbon Income Fund;

act as underwriter, except to the extent that Blue Ribbon Income Fund may be deemed to be
an underwriter in connection with the sale of Portfolio Securities;

make any investment that would result in Blue Ribbon Income Fund failing to qualify as a
“unit trust” within the meaning of the Income Tax Act (Canada);

make or hold any investment that would result in Blue Ribbon Income Fund failing to
qualify as a “mutual fund trust” within the meaning of the Tax Act;

invest in the securities of any non-resident corporation or trust or other non-resident entity if

Blue Ribbon Income Fund would be required to include any significant amounts in income
in respect of such securities pursuant to proposed section 94.1 or 94.3 of the Tax Act, or to
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mark to market its investment in such securities in accordance with proposed section 94.2 of
the Tax Act, as set forth in the proposed amendments to the Tax Act dealing with foreign
investment entities announced by the Minister of Finance (Canada) on November 9, 2006
(or amendments to such proposals, provisions as enacted into law or successor provisions
thereto);

(n) invest in securities of a non-resident trust (or in interests in any partnership that holds
interests in such a trust) other than an “exempt foreign trust” as such term is defined in the
proposed amendments to the Tax Act dealing with non-resident trusts announced by the
Minister of Finance (Canada) on November 9, 2006 (or amendments to such proposed
provisions as enacted into law or successor provisions thereto);

(o) make or hold any investment that is a “tax shelter investment” for purposes of section 143.2
of the Tax Act;
(p) with the exception of securities of Blue Ribbon Income Fund’s own issue (including,

without limitation, the Blue Ribbon Units) purchase securities from, sell securities to, or
otherwise contract for the acquisition or disposition of securities with Bloom or Blue
Ribbon or any of their respective affiliates, any officer, director or shareholder of any of
them, any person, trust, firm or corporation managed by Bloom or Blue Ribbon or any of
their respective affiliates or any firm or corporation in which any officer, director or
shareholder of Bloom or Blue Ribbon may have a material interest (which, for these
purposes, includes beneficial ownership of more than 10% of the voting securities of such
entity) unless, with respect to any purchase or sale of securities, any such transaction is
effected through normal market facilities, and the purchase price approximates the
prevailing market price.

The investment restrictions may not be changed without the approval of unitholders, by a resolution
passed by the affirmative vote of 75% of the votes cast at a meeting called for such purpose with two or
more persons present in person or by proxy representing not less than 10% of the Blue Ribbon Units then
outstanding.

BLUE RIBBON FUND MANAGEMENT LTD.

Blue Ribbon will be the administrator of Blue Ribbon Income Fund. Blue Ribbon was formed under
the laws of Ontario on July 10, 2009. It was organized for the purpose of managing and administering
closed-end investment funds, including Blue Ribbon Income Fund.

The head office of Blue Ribbon is located at 181 Bay Street, Suite 2930, Bay Wellington Tower,
Brookfield Place, Toronto, Ontario, M5J 2T3. M. Paul Bloom and Mark A. Caranci are the directors and
senior officers of Blue Ribbon. For information and biographies on Mr. Caranci and Mr. Bloom, see
“Brompton Funds” and “Bloom Investment Counsel, Inc.” respectively.

Blue Ribbon Shareholders Agreement

Blue Ribbon is a joint venture of Bloom and Brompton. The shareholders have entered into an
agreement outlining the roles that each will play and the terms of their relationship with each other in
connection with Blue Ribbon.

Under the terms of the agreement, Brompton Funds, an affiliate of Brompton, will administer the

business and operations of Blue Ribbon, while Bloom will provide financial oversight, assist in providing
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investor relations services and Paul Bloom will serve as a senior officer. Under the agreement, the parties
intend to require mutual consultation before taking any steps to terminate either the Blue Ribbon Investment
Management Agreement with Bloom or the subcontract with Brompton Funds (except in cases of breach of
contract, fraud, bankruptcy, or other similar circumstances), but there is nothing in the agreement that
entrenches either party (or their affiliates) in their capacity as service providers to Blue Ribbon Income Fund
and Blue Ribbon at all times remains subject to its fiduciary duty to act in good faith and in the best interests
of Blue Ribbon Income Fund.

The terms of each of the administration agreement of the Blue Ribbon Income Fund (the “Blue
Ribbon Administration Agreement”) and the investment management agreement of the Blue Ribbon
Income Fund (the “Blue Ribbon Investment Management Agreement”) will provide that they may be
terminated in a variety of circumstances, including upon the approval of an extraordinary resolution by
Unitholders.

The Blue Ribbon Administration Agreement

Pursuant to the Blue Ribbon Proposal, the Blue Ribbon Administration Agreement will remain
substantially similar to the existing administrative services agreement for Diversified except that:

(a) the annual administrative fee will be reduced from 1.50% (which includes 0.65% payable to
the investment manager for the investment management fee) to 0.50% of the Blue Ribbon
Income Fund’s NAV (plus applicable taxes);

(b) all termination fee provisions will be eliminated, including provisions for payment of two
years of administrative fees after termination and the related payment of reasonable
expenses connected to the termination;

(©) the fixed termination date will be removed; and

(d) in addition to certain other termination events which shall remain, Blue Ribbon will be
subject to termination on 90 days written notice upon the passage of a resolution by at least
75% of the votes cast at a meeting of unitholders consisting of at least two individuals
representing personally or by proxy at least 10% of the Trust Units outstanding.

The administrative agreement of Series S-1 is substantially similar to that of Diversified with the
exception of fee amounts. The current annual administrative fees as a percentage of NAV in Series S-1
agreement is 0.55%.

Pursuant to the Blue Ribbon Administration Agreement, Blue Ribbon will have exclusive authority
to manage the operations and affairs of Blue Ribbon Income Fund and to make all decisions regarding the
business of Blue Ribbon Income Fund, and will have authority to bind Blue Ribbon Income Fund. Blue
Ribbon may, pursuant to the terms of the Blue Ribbon Administration Agreement, delegate certain of its
powers to third parties at no additional cost to Blue Ribbon Income Fund where, in the discretion of Blue
Ribbon, it would be in the best interests of Blue Ribbon Income Fund to do so. Blue Ribbon expects to
retain Brompton Funds to provide services to Blue Ribbon Income Fund. Blue Ribbon will be required to
exercise its powers and discharge its duties honestly, in good faith and in the best interests of Blue Ribbon
Income Fund and to exercise the care, diligence and skill of a prudent and qualified administrator. Among
other restrictions imposed on Blue Ribbon, it may not dissolve Blue Ribbon Income Fund or wind up Blue
Ribbon Income Fund’s affairs except in accordance with the provisions of the Blue Ribbon Declaration of
Trust.
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Blue Ribbon will develop and implement all aspects of the communications, marketing and
distribution strategies of Blue Ribbon Income Fund and will manage the ongoing business and
administration of Blue Ribbon Income Fund. Blue Ribbon will monitor the compliance of Bloom with the
investment strategy and the investment restrictions, but will not participate in the day-to-day management of
the portfolio. Funds of Blue Ribbon will not be intermingled with those of Blue Ribbon Income Fund.

Under the terms of the Blue Ribbon Administration Agreement, Blue Ribbon is responsible for
providing, or causing to be provided, management, investment and administrative services and facilities to
Blue Ribbon Income Fund, including, without limitation:

(a)

(b)

(©)

(d)

(e)

®

(2

(h)

(1)
W)

(k)

the retention and monitoring, on behalf of Blue Ribbon Income Fund, of the investment
manager, as well as monitoring relationships with the custodian, the transfer agent and other
organizations serving Blue Ribbon Income Fund;

the authorization and payment on behalf of Blue Ribbon Income Fund of operation
expenses incurred on behalf of Blue Ribbon Income Fund, the negotiation of contracts with
third party providers of services (including, but not limited to, custodians, transfer agents,
legal counsel, auditors and printers);

the calculation, on a quarterly basis, of the trailer fee and the payment thereof to investment
dealers at the end of each calendar quarter, such trailer fee to equal 0.40%, on an annual
basis, of the NAV of Blue Ribbon Units held by clients of sales representatives of such
dealers, plus applicable taxes;

the provision of office space, telephone, office equipment, facilities, supplies and executive,
secretarial and clerical services;

the preparation of accounting, management and other reports (including semi-annual and
annual reports to unitholders, financial statements, tax reporting to unitholders and income
tax returns);

keeping and maintaining the books and records of Blue Ribbon Income Fund and the
supervision of compliance by Blue Ribbon Income Fund with record keeping requirements

under applicable regulatory regimes;

the calculation of the amount, and the determination of the frequency, of distributions by
Blue Ribbon Income Fund;

the handling of communications and correspondence with unitholders and the preparation of
notices of distributions to unitholders;

the preparation and supervision of the publication of the NAV;

monitoring ongoing compliance with Blue Ribbon Income Fund’s investment objectives,
investment strategy and investment restrictions;

responding to investors’ enquiries and general investor relations in respect of Blue Ribbon
Income Fund;
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Q) dealing with banks, rating agencies, custodians and subcustodians, including in respect of
the maintenance of bank records and the negotiation and securing of bank financing or
refinancing;

(m) the setting of debt levels of Blue Ribbon Income Fund, after reviewing the recommendation
of the investment manager in respect thereof;

(n) reviewing fees and expenses charged to Blue Ribbon Income Fund and ensuring the timely
payment thereof;

(o) providing assistance to the trustee with respect to:

(1) the preparation of Blue Ribbon Income Fund’s reports to relevant securities
regulatory authorities and any similar organization of any government or the
committee of any stock exchange to which Blue Ribbon Income Fund is obligated
to report and to otherwise assist the trustee in dealing with any such regulatory
authorities; and

(i1) the organization of meetings of unitholders;

(p) the provision of such other managerial and administrative services as may be reasonably
required for the ongoing business and administration of Blue Ribbon Income Fund
including maintenance of a website.

In consideration for these services, Blue Ribbon Income Fund will pay to Blue Ribbon the
administration fee (as described above), and pay all of Blue Ribbon’s expenses incurred in connection with
its duties as administrator.

The Blue Ribbon Administration Agreement will be for an indefinite term, unless terminated as
described below. Blue Ribbon’s appointment may be terminated by Blue Ribbon Income Fund on 90 days
written notice by the trustee, on behalf of Blue Ribbon Income Fund, to Blue Ribbon in the event of either
the persistent failure of Blue Ribbon to perform its duties and discharge its obligations under the Blue
Ribbon Administration Agreement, or the continuing malfeasance or misfeasance of Blue Ribbon in the
performance of its duties under the Blue Ribbon Administration Agreement. The Blue Ribbon
Administration Agreement may be terminated immediately in the event of the commission by Blue Ribbon
of any fraudulent act, and shall be automatically terminated if Blue Ribbon becomes bankrupt, insolvent or
makes a general assignment for the benefit of its creditors. In addition, the Blue Ribbon Administration
Agreement may be terminated at any time by Blue Ribbon Income Fund on 90 days written notice by the
trustee, on behalf of Blue Ribbon Income Fund, to Blue Ribbon upon an extraordinary resolution.

The services of the officers and directors of Blue Ribbon will not be exclusive to Blue Ribbon
Income Fund. Affiliates, associates and principals of Blue Ribbon may, at any time, engage in the
administration of any other fund or trust.

Ongoing Expenses

In addition to the fees paid to Blue Ribbon, as administrator, and Bloom, as investment manager,
and the trailer fees paid to dealers, Blue Ribbon Income Fund will pay all of its own expenses, plus the
expenses incurred by its investment manager and administrator in connection with their respective duties, as
well as trustee’s fees, custodial fees, directors’ fees, independent review committee fees, taxes (other than
Blue Ribbon’s own corporate taxes), legal, audit and valuation fees, unitholder reporting costs, website
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maintenance costs, registrar and transfer agency costs, printing and mailing costs, listing fees and expenses,
salaries, benefits and consulting fees and other administrative expenses, costs to be incurred in connection
with Blue Ribbon Income Fund’s continuous public filing and other obligations, and commissions, fees and
other expenses associated with the execution of transactions in respect of the portfolio.

Additional Services

Any other arrangements for additional services between Blue Ribbon Income Fund and Blue
Ribbon or any affiliate thereof will be on terms that are no less favourable to Blue Ribbon Income Fund than
those available from arm’s length parties (within the meaning of the Income Tax Act) for comparable
services.

BROMPTON FUNDS MANAGEMENT LIMITED

Brompton Funds Management Limited was established in 2001. It is a leading provider of closed-
end investment products and was organized for the purpose of managing and administering closed end
investment funds. Brompton currently administers and manages 13 TSX listed closed-end funds and has
raised or acquired in excess of $4.5 billion in assets since inception.

Brompton Funds Management Limited will be retained to provide administrative services to Blue
Ribbon under the terms of an administrative services agreement. The management team at Brompton
includes the following individuals who will be responsible for managing these services.

Name and Municipality of Residence Position with Brompton Funds
Mark A. Caranci Director, President and Chief Executive
Toronto, Ontario Officer

Peter A. Braaten Director

Toronto, Ontario

Raymond A. Pether Director
Toronto, Ontario
Craig T. Kikuchi Chief Financial Officer

Toronto, Ontario

David E. Roode Senior Vice-President
Toronto, Ontario

Christopher Cullen Vice-President
Toronto, Ontario

Moyra E. MacKay Vice-President and Corporate Secretary
Toronto, Ontario

Ann P. Wong Vice-President and Controller
Toronto, Ontario

Lorne J. Zeiler Vice-President
Toronto, Ontario
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Mark A. Caranci

Mr. Caranci has over 17 years of experience in the investment business, merchant banking and
public accounting and, as principal of Brompton, participates in the direction of all activities in the group.
Mr. Caranci was appointed as the Chief Financial Officer of Brompton Group of companies in 2000 and
held that position until October 2006 when he became President of Brompton Funds. In April 2007,
Mr. Caranci was also appointed Chief Executive Officer and director of Brompton Funds. From 1996 to
2000, Mr. Caranci was Vice-President of a financial services organization. Mr. Caranci has held various
senior positions with public companies, including Chief Financial Officer of a public energy services
income trust and Vice-President of Finance of several public oil & gas companies. Prior to 1996,
Mr. Caranci worked at PricewaterhouseCoopers, Chartered Accountants. Mr. Caranci is a Chartered
Accountant and is a member of the Ontario Institute of Chartered Accountants and received a Bachelor of
Commerce degree from the University of Toronto.

Peter A. Braaten

Mr. Braaten has over 35 years experience in the investment business in Canada and the United
Kingdom and co-founded Brompton in 2000. In addition to his position as director of Brompton Funds, he is
also Chairman of Brompton Group. Mr. Braaten was one of the founders of a financial services organization
in 1979 and was a partner of the organization from 1981 to 1998. Mr. Braaten has also held a number of
positions with an investment management firm, an investment bank and two Canadian banks and was
President and CEO of two public oil & gas companies. Mr. Braaten received an honours Bachelor of Arts
degree in Economics and Mathematics from the University of Western Ontario and a Master of Business
Administration degree from the University of British Columbia.

Raymond R. Pether

Mr. Pether has over 30 years experience in the investment business having held numerous high level
oil & gas, banking, real estate finance and investment positions. Mr. Pether co-founded Brompton in 2000
and participates in the direction of all activities in the group, and is a director of Brompton Funds.
Mr. Pether was Chief Executive Officer of an oil & gas company based in Calgary, Alberta from August
2003 to May 2007 and was President and Chief Executive Officer of a public income trust engaged in the
operation of oil & gas midstream assets from June 1998 to April 2001. Mr. Pether was also Chief Operating
Officer of two public oil & gas companies, from January 1994 to November 2000. Prior thereto, Mr. Pether
held several senior positions with a financial services organization and with a number of major banks.
Mr. Pether received a Bachelor of Arts degree in Economics from the University of Western Ontario and a
Master of Business Administration degree from McMaster University.

Craig T. Kikuchi

Mr. Kikuchi has over 12 years of financial experience with public and private companies.
Mr. Kikuchi joined the Brompton Group in 2002 as Controller, served as Vice President and became Chief
Financial Officer of Brompton Funds in October 2006. Mr. Kikuchi worked for PricewaterhouseCoopers
LLP from September 1996 to January 2002, where he held progressively senior roles, including the role as
manager in both the assurance and business advisory services practice and the taxation and legal services
practice. Mr. Kikuchi is a Chartered Accountant and is a member of the Ontario Institute of Chartered
Accountants. He is also a CFA charter holder and is a member of the Toronto CFA Society. He received a
Bachelor of Arts degree in Economics from the University of Western Ontario.
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David E. Roode

Mr. Roode has over 16 years of experience in the investment business, merchant banking and public
accounting. Mr. Roode joined the Brompton Group in 2002 and is Senior Vice-President of Brompton
Funds. Mr. Roode was Vice-President at a publicly-listed merchant bank from 1999 to 2001. From
September 1991 to August 1996, he held progressively senior roles at Ernst & Young LLP, lastly as an audit
manager. Mr. Roode is a Chartered Accountant and a member of the Ontario Institute of Chartered
Accountants. He received a Bachelor of Arts degree in Economics from Queen’s University and a Master of
Business Administration degree from the University of Western Ontario.

Chris Cullen

Mr. Cullen has over 10 years of professional experience in banking, securities, and engineering.
Mr. Cullen joined the Brompton Group in March of 2006 and is a Vice-President of Brompton Funds.
Previously Mr. Cullen was a Commercial Banking Manager at Canadian Imperial Bank of Commerce,
specializing in providing credit to investment funds and a Research Associate in the Telecom and Cable
Services group with UBS Securities (Canada). From 1997 to 1999, Mr. Cullen was a Process Engineer with
an international engineering consultant, focusing on the chemical process industries. Mr. Cullen is a CFA
charter holder and is a member of the Toronto CFA Society. Mr. Cullen graduated with a Bachelor of
Applied Science in Chemical Engineering and Applied Chemistry from the University of Toronto and a
Master of Business Administration from the Rotman School of Management, also at the University of
Toronto.

Moyra E. MacKay

Ms. MacKay has over 25 years of experience in the investment business having held positions in
real estate and resource finance and investment and financial services companies and is a principal of the
Brompton Group. Ms. MacKay is Vice-President and Corporate Secretary of Brompton Funds. Prior to
joining the Brompton Group in 2000, Ms. MacKay was Vice-President of a Canadian issuer of flow-through
investment funds and was Vice-President of three public oil & gas companies and a financial services
organization that was registered with the Securities and Futures Authority in London, U.K. Ms. MacKay
received a Bachelor of Arts degree from the University of Western Ontario.

Ann Wong

Ms. Wong has over seven years of financial experience with public and private companies and is
Vice President and Controller of Brompton Funds. Prior to joining the Brompton Group, Ms. Wong was a
Senior Manager at the Treasury Finance group in Canadian Imperial Bank of Commerce, and also worked
for PricewaterhouseCoopers LLP as a manager in the assurance and business advisory services practice.
Ms. Wong is a Chartered Accountant, a member of the Ontario Institute of Chartered Accountants and a
Certified Public Accountant from the State of Delaware. She is also a CFA charter holder and a member of
the Toronto CFA Society. She received a Bachelor of Arts degree and a Master of Accounting degree from
the University of Waterloo.

Lorne Zeiler

Mr. Zeiler has over 12 years of business experience in banking, financial analysis and business
development. Mr. Zeiler joined the Brompton Group in September 2004 and is a Vice President of
Brompton Funds. Mr. Zeiler was a Senior Financial Analyst with Assante Advisory Services from 2003 to
2004 and a Senior Relationship Manager in the Corporate Cash & Treasury Department with The Bank of
Nova Scotia from 1998 to 2003. Mr. Zeiler is a CFA charterholder and is a member of the Toronto CFA
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Society. He received a Bachelor of Arts degree from McGill University and a Master of International
Business Administration from the Schulich School of Business at York University.

BLOOM INVESTMENT COUNSEL, INC.

Bloom will be the Investment Manager of the Blue Ribbon Income Fund. Bloom currently manages
both Diversified and Series S-1 and has done so since their inception. Bloom was established in 1985 and
specializes in the management of segregated investment portfolios for wealthy individuals, corporations,
institutions and trusts. In addition to its conventional investment management business, Bloom currently
manages specialty high yield equity portfolios comprised of royalty trusts, income funds, real estate
investment trusts and other structured securities. Over the last five years Bloom has managed portfolios in
this specialty area with a market value of over $2.5 billion.

Bloom will be retained to provide investment management services to Blue Ribbon under the terms
of an investment management agreement. The management team at Bloom includes the following
individuals who will be responsible for managing these services.

M. Paul Bloom

M. Paul Bloom is the President of Bloom and has overall responsibility for overseeing the
investment management activities of Bloom Investment Counsel, Inc. Mr. Bloom has over 36 years
experience in the Canadian investment industry, the last 24 of which as principal of Bloom Investment
Counsel, Inc. which he founded in 1985. Mr. Bloom has provided investment advice on the management, of
over $2.5 billion of investment assets. Prior to immigrating to Canada from England in 1971, Mr. Bloom
attended the Manchester Polytechnic and graduated with a BA (Hons.) degree in law. From 1971 to 1972
Mr. Bloom was employed in the mergers and acquisitions department of Canada Permanent Trust. From
1972 until starting Bloom in 1985, Mr. Bloom was an investment analyst and later the investment manager
at Slater, Walker of Canada Limited (later renamed Talcorp Limited). From 1993 to 2002 Mr. Bloom served
as an independent director of Canadian General Investments Limited, one of the oldest closed-end funds in
North America. Mr. Bloom has been a member of the Investment Committee of a leading Toronto charitable
Foundation since 2006.

Niall C.T. Brown

Niall Brown has extensive day-to-day responsibility for the management of the portfolios.
Mr. Brown joined Bloom Investment Counsel, Inc. in 2007 as Vice President and Portfolio Manager.
Mr. Brown has over 15 years experience in the North American equity markets as a portfolio manager,
analyst and equity trader. Immediately prior to joining Bloom, Mr. Brown was employed by Manulife
Global Investment Management, Inc. as a Senior Global Portfolio analyst. In this role, Mr. Brown managed
a U.S. portfolio of small cap companies using quantitative methodologies. Mr. Brown started his investment
career with the Canada Trust Investment Management Group. While at Canada Trust, Mr. Brown developed
his equity trading skills along with establishing the foundations of fundamental equity analysis. Mr. Brown
was engaged in managing a number of portfolios whose assets were primarily composed of U.S. large cap
names typically found in the S&P 500 Index. Mr. Brown then joined Toronto Dominion Bank Asset
management Group as Vice President and Portfolio Manager, expanding his focus to include Canadian
equities, managing both North American and U.S. portfolios.

Sara N. Gottlieb

Sara N. Gottlieb is employed at Bloom Investment Counsel, Inc. as a portfolio manager and has
been with the firm for twelve years as a Vice-President. Prior to joining Bloom Investment Counsel, Inc.,
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Ms. Gottlieb was employed as a research associate at First Marathon Securities Limited. Ms. Gottlieb
graduated from the University of Toronto in 1995 with an honours BA in Economics and Political Science.
She earned her CFA designation in September 1999. Ms. Gottlieb is actively involved in charitable
endeavours both domestically and internationally.

Investment Approach

Bloom first uses a conservative, fundamental, “top down” investment approach that assesses macro
factors, such as economic conditions, business factors, commodity prices, interest rates and credit ratings.
Bloom then reviews the relative valuation and volatility of each asset class, as well as the historical and
anticipated correlation and co variance relationship between such asset classes, to determine an optimal
asset allocation mix. As a result, Bloom takes a lower risk approach to investment, de levering and carrying
cash balances if he believes that equity markets are overvalued and generally having a lower allocation to
the volatile oil and gas trust sector.

Bloom then uses a “bottom up”, fundamental investment approach to select individual security
holdings, analyzing each company’s business, prospects and management to determine whether it is
undervalued or has growth potential. Bloom capitalizes on this selective acquisition strategy through a “buy
and hold” philosophy.

The Blue Ribbon Investment Management Agreement

Pursuant to the Blue Ribbon Proposal, the Blue Ribbon Investment Management Agreement will
remain substantially similar to the Investment Management Agreement for Diversified except that:

(a) the investment management fee will be reduced from 0.65% to 0.50% of Blue Ribbon
Income Fund’s NAV (plus applicable taxes);

(b) in addition to certain other existing termination events which shall remain (see below),
Bloom may be terminated at any time on 90 days written notice by the Trust on behalf of
Blue Ribbon upon the passage of a resolution by at least 75% of the votes cast at a meeting
of unitholders consisting of at least two individuals representing personally or by proxy at
least 10% of the units outstanding;

(©) provisions that provide for the personal oversight of M. Paul Bloom over all the activities of
the Investment Manager and requiring the Administrator to approve each employee that
provides services to the Fund will be removed; and

(d) exclusivity provisions that restrict Bloom from acting as a portfolio manager to any closed
or open-ended mutual fund trust listed on a recognized stock exchange with similar
investment objectives to the Blue Ribbon Income Fund and having a portfolio similar to that
of the Blue Ribbon Income Fund will be removed.

The investment management agreement of Series S-1 is substantially similar to the investment
management agreement of Diversified with the exception of fee amounts and provision of payment of early
termination fees. The current annual investment management fees as a percentage of NAV in the Series S-1
Income Fund agreements is 0.55%.

The Blue Ribbon Investment Management Agreement, unless terminated as described below, will

have an indefinite term. Blue Ribbon, on behalf of Blue Ribbon Income Fund, may terminate the Blue
Ribbon Investment Management Agreement on 15 days’ notice by Blue Ribbon, on behalf of Blue Ribbon
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Income Fund, for the failure of Bloom to perform its duties and discharge its obligations under the Blue
Ribbon Investment Management Agreement, or any malfeasance or misfeasance of Bloom in the
performance of its duties under the Blue Ribbon Investment Management Agreement.

Bloom’s appointment may be immediately terminated by Blue Ribbon, on behalf of Blue Ribbon
Income Fund, in the event of the commission by Bloom of any fraudulent act in the performance of its
duties under the Blue Ribbon Investment Management Agreement or any misrepresentation in the Blue
Ribbon Investment Management Agreement or if Bloom becomes bankrupt or insolvent, passes a resolution
for its winding up or dissolution or deemed dissolution or makes a general assignment for the benefit of its
creditors or in certain other circumstances. In addition, the Blue Ribbon Investment Management
Agreement may be terminated by either Blue Ribbon or Bloom at any time upon 90 days’ notice.

In the Blue Ribbon Investment Management Agreement, Bloom will covenant to act honestly, in
good faith and in the best interests of Blue Ribbon Income Fund and, in connection therewith, to exercise
the degree of care, diligence and skill that a reasonably prudent portfolio manager would exercise in
comparable circumstances. The Blue Ribbon Investment Management Agreement will provide that Bloom
will not be liable for any error of judgment or for any loss suffered by Blue Ribbon Income Fund except
losses resulting from a failure of Bloom to satisfy its duties and the standard of care, diligence and skill set
forth above or from willful misconduct, bad faith, gross negligence or reckless disregard of its obligations
and duties. The Blue Ribbon Investment Management Agreement will further provide that Bloom will not
be liable in any way for any default, failure or defect in any of the portfolio securities if it has satisfied its
duties and the standard of care, diligence and skill set forth above.

Pursuant to the terms of the Blue Ribbon Investment Management Agreement, Bloom may, in
consultation with Blue Ribbon, on behalf of Blue Ribbon Income Fund, retain such sub-advisors as it
considers appropriate. The fees of any sub-advisor will be the responsibility of Bloom and not Blue Ribbon
Income Fund. The Blue Ribbon Investment Management Agreement will provide that Bloom is at all times
responsible to Blue Ribbon Income Fund for any advice provided or given by any sub-advisor. Bloom may,
from time to time, seek the assistance of the directors and officers of Blue Ribbon in evaluating the
businesses underlying the securities in which Blue Ribbon Income Fund may invest.

In the event that the Blue Ribbon Investment Management Agreement is terminated as provided
above, Blue Ribbon, on behalf of Blue Ribbon Income Fund, will appoint a successor investment manager
to carry out the activities of the Blue Ribbon Income Fund’s investment manager.

The services of Bloom will not be exclusive to Blue Ribbon Income Fund. Bloom and its affiliates
and associates may engage in the promotion or management of any other fund, trust or investment portfolio.

Since Bloom will continue to manage the investments of its other clients, Bloom may acquire or
dispose of the same investment for Blue Ribbon Income Fund and one or more of its other clients. However,
because of different investment policies, Bloom may be selling an investment for one client and buying the
same investment for another client. Under the Blue Ribbon Investment Management Agreement, Bloom will
agree to allocate opportunities to acquire and dispose of investments fairly among Blue Ribbon Income
Fund and its other clients that have similar investment objectives.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following is a general summary of the principal Canadian federal income tax consequences
under the Income Tax Act (Canada) (the “Tax Act”) of the Reorganization and Merger to Series S-1 and
Diversified and to Unitholders of each such Fund, and following the Merger, the Blue Ribbon Income Fund,
who, for purposes of the Tax Act and at all relevant times, are resident in Canada, hold their Units and will
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hold any Blue Ribbon Income Fund Units acquired or retained pursuant to the Merger as capital property
and deal at arm’s length with, and are not affiliated with, Series S-1, Diversified and, following the Merger,
the Blue Ribbon Income Fund.

Generally, the Units will be considered to be capital property to a Unitholder provided that the
Unitholder does not hold such Units in the course of carrying on a business of buying and selling securities
and has not acquired them in one or more transactions considered to be an adventure or concern in the
nature of trade. Certain Unitholders who might not otherwise be considered to hold their Units as capital
property may, in certain circumstances, be entitled to have such Units and all other “Canadian securities”
owned or subsequently acquired by such Unitholder treated as capital property by making the irrevocable
election permitted by subsection 39(4) of the Tax Act.

This summary does not apply to a Unitholder that is a “financial institution” as defined in the Tax
Act for purposes of the “mark-to- market” rules, a “specified financial institution” as defined in the Tax Act,
or to a Unitholder an interest in which would be a “tax shelter investment” as defined in the Tax Act.

This summary assumes that each of Series S-1 and Diversified, and following the Merger, the Blue
Ribbon Income Fund, qualifies and will continue to qualify as a mutual fund trust under the Tax Act at all
material times. If the Funds were not to continuously qualify as a mutual fund trust at all material times, the
income tax consequences described below would, in some respects, be materially and adversely different in
certain respects.

This summary assumes that that Series S-1 and Diversified, and following the Merger, the Blue
Ribbon Income Fund, is not and will not be a “SIFT trust” within the meaning of the new tax rules under the
Tax Act applicable to most publicly traded income trusts (other than certain REITs) and partnerships (the
“SIFT Rules™). Counsel has been advised that Series S-1 and Diversified do not and, that following the
Merger, the Blue Ribbon Income Fund will not, at any time hold property that is “non-portfolio property”
within the meaning of the SIFT Rules such that the Funds are not and will not be a SIFT trust in any
taxation year. If the Funds were SIFT trusts or if the Blue Ribbon Income Fund were to become a SIFT trust
within the meaning of the SIFT Rules, the income tax considerations discussed herein could be materially
and adversely different in certain respects.

This summary also assumes that none of the issuers of the securities in Blue Ribbon Income Fund’s
portfolio of investments are or will be foreign affiliates of the Blue Ribbon Income Fund or of any
Unitholder and that none of the securities in the portfolio are or will be a “tax shelter investment” within the
meaning of the Tax Act. This summary is also based on the assumption that Blue Ribbon Income Fund will
not invest in a participating interest, other than an “exempt interest”, in a foreign investment entity or
tracking entity or securities of a non-resident trust other than an “exempt foreign trust” under the proposals
to amend the Tax Act announced on November 9, 2006 (or such proposals as amended or enacted or
successor provisions thereto).

This summary is based on the current provisions of the Tax Act and the regulations thereunder,
counsel’s understanding of the current administrative and assessing practices of the Canada Revenue
Agency (the “CRA”) made publicly available prior to the date hereof and all specific proposals to amend
the Tax Act and the regulations thereunder publicly announced by or on behalf of the Minister of Finance
(Canada) prior to the date hereof (the “Tax Proposals”). This summary does not otherwise take into account
or anticipate any changes in law, whether by legislative, governmental or judicial action, nor does it take
into account other federal or any provincial, territorial or foreign income tax legislation or considerations.
There is no assurance that the Tax Proposals will be enacted in the form proposed or at all.
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This summary is of a general nature only and is not intended to be, nor should it be treated as,
legal or tax advice to any particular Unitholder. It is not exhaustive of all possible tax consequences
and is restricted to tax consequences under the Tax Act. Unitholders should consult their own tax
advisors for advice with respect to their specific circumstances. For purposes of the following
summary, references to “Blue Ribbon Income Fund” are references to Diversified following the
Reorganization.

Tax Consequences Of The Reorganizations
Tax Consequences of the Reorganization to Series S-1

To the extent that Unitholders of Series S-1 elect to receive the Special Redemption or subsequently
redeem Units pursuant to the Annual Redemption Right, Series S-1 may be required to sell investments for
cash to fund such redemptions of Series S-1 Units. Series S-1 may realize income or loss or capital gains or
capital losses as a result. If Series S-1 disposes of assets that constitute capital property, it will generally
realize a capital gain (or a capital loss) equal to the amount by which the aggregate proceeds of disposition
of such assets exceed (or are exceeded by) the aggregate adjusted cost base of such assets and any
reasonable costs of disposition. Series S-1 will allocate any such income and/or capital gain to its
Unitholders who have elected the Special Redemption or who subsequently redeem Units pursuant to the
Annual Redemption Right. Consequently, Series S-1 is not expected to become liable for any material
amount of tax as a result of the redemption of Units pursuant to the Reorganization.

Tax Consequences of the Reorganization to Series S-1 Unitholders

Unitholders of Series S-1 who elect the Special Redemption or who subsequently redeem their Units
pursuant to the Annual Redemption Right will have their Series S-1 Units redeemed for cash. Such a
Unitholder will realize a capital gain (or a capital loss) equal to the amount by which the proceeds of
disposition of such Units (being the amount of cash received less any portion thereof that is considered to be
a payment out of the income or capital gains of Series S-1) exceed (or are exceeded by) the aggregate of the
Unitholder’s adjusted cost base of such Units and any reasonable costs of disposition. Any payment to a
redeeming Series S-1 Unitholder that is considered to be made out of the income or capital gains of Series
S-1 for the year will be included in the Unitholder’s income for the year as income from a trust or as a
capital gain, as the case may be, and will be excluded from the Unitholder’s proceeds of disposition of their
Units. The tax treatment of any such capital gains and capital losses is described below under “Taxation of
Capital Gains and Capital Losses”.

Tax Consequences of the Reorganization to Diversified

To the extent that Unitholders of Diversified elect to receive the Special Redemption or
subsequently redeem Units pursuant to the Annual Redemption Right, Diversified may be required to sell
investments for cash to fund such redemptions of Diversified Units. Diversified may realize income or loss
of capital gains or capital losses as a result. If Diversified disposes of assets that constitute capital property,
it will generally realize a capital gain (or a capital loss) equal to the amount by which the aggregate proceeds
of disposition of such assets exceed (or are exceeded by) the aggregate adjusted cost base of such assets and
any reasonable costs of disposition. Diversified will allocate any such income and/or net capital gain to its
Unitholders who have elected the Special Redemption or who subsequently redeem Units pursuant to the
Annual Redemption Right. Consequently, Diversified is not expected to become liable for any material
amount of tax as a result of the redemption of Units pursuant to the Reorganization.
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Tax Consequences of the Reorganization to Unitholders of Diversified

Unitholders of Diversified who elect the Special Redemption or who subsequently redeem Units
pursuant to the Annual Redemption Right will have their Diversified Units redeemed for cash. Such a
Unitholder will realize a capital gain (or a capital loss) equal to the amount by which the proceeds of
disposition of such Units (being the amount of cash received less any portion thereof that is considered to be
a payment out of the income or capital gains of Diversified ) exceed (or are exceeded by) the aggregate of
the Unitholder’s adjusted cost base of such Units and any reasonable costs of disposition. Any payment to a
redeeming Diversified Unitholder that is considered to be made out of the income or capital gains of
Diversified for the year will be included in the Unitholder’s income for the year as income from a trust or as
a capital gain, as the case may be, and will be excluded from the Unitholder’s proceeds of disposition of
their Units. The tax treatment of any such capital gains and capital losses is described below under
“Taxation of Capital Gains and Capital Losses”.

Tax Consequences Of The Merger

If the Merger is approved, Series S-1 (hereinafter the “Disposing Fund”), will transfer its assets and
liabilities to Diversified in exchange for Units of Diversified having a value equal to the value of the
transferred net assets of the Disposing Fund. The Disposing Fund will then transfer these Units of
Diversified to its Unitholders on the redemption of their Units. Unitholders and assets of Series S-1 will
thereby become Unitholders and assets of Diversified, resulting in the merger of Series S-1 and Diversified.

The Merger will not be structured as a “qualifying exchange” under the Tax Act and,
accordingly, will not take place on a tax-deferred basis.

Pursuant to the Merger, the Disposing Fund would dispose of all or substantially all of its assets and
liabilities to Diversified in consideration for Units of Diversified having a fair market value equal to the net
assets transferred to Diversified (which Units would then be distributed to Unitholders of the Disposing
Fund). The Disposing Fund may realize income or loss or capital gains of capital losses as a result. As a
consequence of such dispositions that are dispositions of capital property, the Disposing Fund generally
would realize a capital gain (or capital loss) equal to the amount by which the aggregate proceeds of
disposition exceed (or are exceeded by) the aggregate adjusted cost base of the assets disposed of and any
reasonable costs of disposition. The proceeds of disposition would include the fair market value of the Units
of Diversified received and the amount of any liabilities of the Disposing Fund assumed by Diversified.

If the Disposing Fund realizes income or a net capital gain as a consequence of such dispositions in
excess of its losses and net capital losses (if any) from prior taxation years, it will allocate such income and
net capital gain to its Unitholders. Consequently, it is not expected that the Disposing Fund itself will be
liable for any material amount of tax as a result of the Reorganization.

Units of Blue Ribbon Income Fund acquired by Unitholders of Series S-1 will be qualified
investments for registered retirement savings plans and similar registered plans.

Upon the redemption of a Series S-1 Unitholder’s Units, a capital gain (or a capital loss) will be
realized to the extent that the proceeds of disposition of such Units (less any portion thereof that is
considered to be a payment out of the income or capital gains of Series S-1) exceed (or are less than) the
aggregate of such Unitholder’s adjusted cost base of such Units and any reasonable costs of disposition. Any
payment to a redeeming Unitholder that is considered to be made out of the income or capital gains of the
Disposing Fund for the year will be included in the Unitholder’s income for the year as income from a trust
or as a capital gain, as the case may be, and will be excluded from the Unitholder’s proceeds of disposition
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of trust units. The tax treatment of any capital gains or capital losses is as described below under “Capital
Gains and Capital Losses”.

There will be no immediate tax consequences to Diversified as a result of the Merger. Unitholders
of Diversified will not be considered to dispose of their Diversified Units pursuant to the Merger and
consequently will not realize any capital gain or capital loss or incur any tax reporting obligation solely as a
consequence of the Merger.

Taxation Of Capital Gains And Capital Losses

Under the Tax Act, one half of any capital gain recognized by a Unitholder on a disposition of Units
will be included in the Unitholder's income as a capital gain. Subject to certain specific rules in the Tax Act,
one half of any capital loss recognized by a Unitholder on a disposition of such Units in a taxation year may
be deducted from any taxable capital gains recognized by the Unitholder in the year of disposition.
Allowable capital losses for a taxation year in excess of taxable capital gains for that year generally may be
carried back and deducted in any of the three preceding taxation years or carried forward and deducted in
any subsequent taxation year against net taxable capital gains realized in such years to the extent and under
circumstances described in the Tax Act.

A Unitholder that, throughout the relevant taxation year, is a “Canadian-controlled private
corporation”, as defined in the Tax Act, may be liable to pay an additional refundable tax of 6 2/3% on
certain investment income, including taxable capital gains.

In the case of a Unitholder that is an individual (or certain types of trust), amounts designated as net
realized capital gains paid or payable by the a Fund to such Unitholder or realized on the disposition of
Units by such Unitholder may increase the Unitholder’s liability for alternative minimum tax depending
upon the Unitholder’s particular circumstances.

Taxation Of Blue Ribbon Income Fund And Its Unitholders Following The Merger
Taxation of Blue Ribbon Income Fund

Blue Ribbon Income Fund will be subject to tax under Part I of the Tax Act in each taxation year on
its income for the year, including on its net realized taxable capital gains, less the portion thereof that it
claims in respect of the amount paid or payable to Unitholders in the year. An amount will be considered to
be payable to a Unitholder of Blue Ribbon Income Fund in a taxation year if it is paid in the year by Blue
Ribbon Income Fund to the Unitholder or the Unitholder is entitled in that year to enforce payment of the
amount.

With respect to each issuer (if any) in Blue Ribbon Income Fund’s portfolio of investments that is a
Canadian resident trust and that is not subject in a taxation year to the tax imposed under the SIFT Rules, the
Blue Ribbon Income Fund will be required to include in the calculation of its income the net income,
including net taxable capital gains, paid or payable to Blue Ribbon Income Fund in the year,
notwithstanding that certain of such amounts may be reinvested in additional units of such issuer. Provided
that appropriate designations are made by the issuer, net taxable capital gains realized by the issuer and
taxable dividends from taxable Canadian corporations received by the issuer that are paid or payable by the
issuer to Blue Ribbon Income Fund will effectively retain their character in the hands of Blue Ribbon
Income Fund.

Blue Ribbon Income Fund will be required to reduce the adjusted cost base of units of an issuer (if
any) in its portfolio of investments that is a Canadian resident trust by any amount paid or payable by such
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issuer to Blue Ribbon Income Fund except to the extent that the amount was included in calculating the
income of Blue Ribbon Income Fund or was Blue Ribbon Income Fund’s share of the non-taxable portion of
capital gains of such issuer, the taxable portion of which was designated in respect of Blue Ribbon Income
Fund. If the adjusted cost base to Blue Ribbon Income Fund of such units becomes a negative amount at any
time in a taxation year of Blue Ribbon Income Fund, that negative amount will be deemed to be a capital
gain realized by Blue Ribbon Income Fund in that taxation year and Blue Ribbon Income Fund’s adjusted
cost base of such units will be increased by the amount of such deemed capital gain.

With respect to each issuer (if any) in Blue Ribbon Income Fund’s portfolio of investments that is a
limited partnership and that is not subject in a taxation year to the tax imposed under the SIFT Rules, Blue
Ribbon Income Fund will be required to include, or subject to certain restrictions (including the “at-risk
rules”) will be entitled to deduct, as the case may be, in computing its income, its share of net income,
capital gains, losses and capital losses for tax purposes of the issuer allocated to Blue Ribbon Income Fund
for the fiscal period of the issuer ending in Blue Ribbon Income Fund’s taxation year, whether or not a
distribution is received in respect thereof from the issuer.

In general, the adjusted cost base at a particular time to Blue Ribbon Income Fund of units of a
limited partnership will be equal to the cost of such units to Blue Ribbon Income Fund plus its share of
income and capital gains of the limited partnership allocated to it for fiscal years of the limited partnership
ending before the particular time less the total of its share of losses and capital losses of the limited
partnership allocated to it for fiscal years of the partnership ending before the particular time and Blue
Ribbon Income Fund’s share of any distributions received from the limited partnership before the particular
time. If the adjusted cost base to Blue Ribbon Income Fund of units of a limited partnership is negative at
the end of a fiscal year of the partnership, that negative amount will be deemed to be a capital gain realized
by Blue Ribbon Income Fund at that time and Blue Ribbon Income Fund’s adjusted cost base of such units
will be increased by the amount of such deemed capital gain.

Under the SIFT Rules, each issuer (if any) in Blue Ribbon Income Fund’s portfolio of investments
that is a “SIFT trust” or “SIFT partnership” as defined in the SIFT Rules (which generally include income
trusts (other than certain REITs) and certain partnerships, the units of which are listed or traded on a stock
exchange or other public market) is subject to a tax in respect of its “non-portfolio earnings”, which include
(1) income from non-portfolio properties (exceeding any losses for the taxation year from non-portfolio
properties), other than taxable dividends, and (ii) taxable capital gains from dispositions of non-portfolio
properties (exceeding allowable capital losses from dispositions of such properties. For this purpose, non-
portfolio properties include: (i) certain Canadian real and resource properties, (ii) a property that the SIFT
trust or SIFT partnership (or a non-arm’s length person or partnership) uses in the course of carrying on a
business in Canada, and (iii) securities of a “subject entity” (other than a “portfolio investment entity”) if the
SIFT trust or SIFT partnership holds securities of the subject entity that have a total fair market value that is
greater than 10% of the subject entity’s equity value or if the SIFT trust or SIFT partnership holds securities
of the subject entity which, together with all securities held of affiliates of the subject entity, have a total fair
market value that is greater than 50% of the SIFT trust’s or SIFT partnership’s equity value. A “subject
entity” includes corporations resident in Canada, trusts resident in Canada, and Canadian resident
partnerships and a “portfolio investment entity” is an entity that does not hold any non-portfolio property.
The SIFT Rules provide that non-portfolio earnings of a SIFT trust or SIFT partnership are taxed at a rate
that is equivalent to the combined federal and provincial corporate tax rate. The SIFT Rules generally will
not apply to taxation years of issuers that end before 2011 where units of the issuer were publicly traded
before November 1, 2006. However, the deferral until 2011 will be lost and the SIFT Rules will apply
immediately in any taxation year ending after 2006 if the issuer exceeds the normal growth limitations set
out in the guidelines concerning normal growth released by the Department of Finance Canada (“Finance”)
on December 21, 2006, as subsequently revised and as may be further amended from time to time (the
“Normal Growth Guidelines”), unless the excess arose from a prescribed transaction or if the issuer is a
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trust or partnership that was not a SIFT on October 31, 2006 but subsequently becomes a SIFT at any time
thereafter. The Normal Growth Guidelines establish objective tests with respect to how much a SIFT trust or
SIFT partnership is permitted to grow in the interim period from November 1, 2006 to the end of 2010
without becoming immediately subject to the SIFT Rules. Where the deferral is not available or is rescinded,
the SIFT Rules will generally apply to the 2007 and later taxation years of a SIFT trust or SIFT partnership.
Under the SIFT Rules, non-portfolio earnings of a SIFT trust or SIFT partnership are generally taxed to
unitholders as though they were a taxable dividend from a taxable Canadian corporation. Such dividend is
an “eligible dividend” and should therefore benefit from the enhanced gross-up and dividend tax credit rules
in the Tax Act.

Blue Ribbon Income Fund will also be required to include in its income for each taxation year all
interest that accrues to it to the end of the year, or becomes receivable or is received by it before the end of
the year, except to the extent that such interest was included in computing its income for a preceding
taxation year.

Blue Ribbon Income Fund will be required to include in its income for a taxation year all dividends
received in the year on shares of corporations.

In computing its income for tax purposes, Blue Ribbon Income Fund may deduct reasonable
administrative and other expenses incurred to earn income, including interest on any loan facility generally
to the extent borrowed funds are used to purchase portfolio securities.

The CRA has expressed a view that, in certain circumstances, the deductibility of interest on money
borrowed to invest in an income trust may be reduced on a pro rata basis in respect of distributions from the
income trust that are a return of capital which are not reinvested for an income earning purpose. While the
ability to deduct interest depends on the facts, based on the jurisprudence, the CRA’s position should
generally not adversely affect Blue Ribbon Income Fund’s ability to deduct interest on money borrowed to
acquire income trusts in its portfolio. If the CRA’s view were to prevail and apply to Blue Ribbon Income
Fund, part of the interest payable by Blue Ribbon Income Fund on money borrowed to acquire certain
income trusts in its portfolio could be non-deductible, increasing the net income of Blue Ribbon Income
Fund for tax purposes and the taxable component of distributions to its Unitholders. Income of Blue Ribbon
Income Fund that is not distributed to its Unitholders will be subject to non-refundable income tax in Blue
Ribbon Income Fund.

On October 31, 2003, Finance released for public consultation draft proposals regarding the
deductibility of interest and other expenses (the “REOP Proposal”). The REOP Proposal proposes that the
Tax Act be amended to require, for taxation years commencing after 2004, that there be a “reasonable
expectation of cumulative profit”, determined without reference to capital gains, from a business or property
in order for a taxpayer to have a loss from the business or property resulting from the deduction of interest
and other expenses. On February 23, 2005, Finance announced that it was developing a more modest
legislative initiative to replace the REOP Proposal and that it would release such proposal for comment at an
early opportunity. No such proposal has yet been released.

On September 16, 2004, Finance released draft amendments to the Tax Act under which a trust
would lose it status as a mutual fund trust if the aggregate fair market value of all units issued by the trust
held by one or more non-residents (including partnerships with one or more non-resident members) is more
than 50% of the aggregate fair market value of all units issued by the trust where more than 10% (based on
fair market value) of the trust's property is taxable Canadian property or certain other types of property.
Such draft amendments do not provide any means of rectifying a loss of mutual fund trust status. On
December 6, 2004, Finance tabled a Notice of Ways and Means Motion which did not include these
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proposed changes. Finance has suspended implementation of these proposed changes pending further
consultation with interested parties.

In determining the income of Blue Ribbon Income Fund, gains or losses realized upon dispositions
of portfolio securities of Blue Ribbon Income Fund will constitute capital gains or capital losses of Blue
Ribbon Income Fund in the year realized unless Blue Ribbon Income Fund is considered to be trading or
dealing in securities or otherwise carrying on a business of buying and selling securities or Blue Ribbon
Income Fund has acquired the securities in a transaction or transactions considered to be an adventure or
concern in the nature of trade. Blue Ribbon Income Fund has acquired and will continue to acquire
securities in its portfolio with the objective of earning distributions and income from the portfolio securities
over the term of the trust that governs each of them and Blue Ribbon Income Fund will take the position that
gains and losses realized on the disposition thereof are capital gains and capital losses. Blue Ribbon Income
Fund has made, or will make, the election under subsection 39(4) of the Tax Act so that all of its gains and
losses from dispositions of “Canadian securities” (as defined in the Tax Act) will be deemed to be capital
gains and capital losses, as the case may be.

The portfolio of Blue Ribbon Income Fund may include securities that are not denominated in
Canadian dollars. Proceeds of disposition of securities, distributions, interest and all other amounts will be
determined for the purposes of the Tax Act in Canadian dollars at the exchange rate prevailing at the time of
the transaction. Blue Ribbon Income Fund may realize gains or losses by virtue of the fluctuation in the
value of foreign currencies relative to Canadian dollars.

Blue Ribbon Income Fund may derive income (including gains) from investments in countries other
than Canada and, as a result, may be liable to pay income or profits tax to such countries. To the extent that
such foreign tax paid does not exceed 15% of such income and has not been deducted in computing Blue
Ribbon Income Fund’s income, Blue Ribbon Income Fund may designate a portion of its foreign source
income in respect of a Unitholder so that such income and a portion of the foreign tax paid by Blue Ribbon
Income Fund may be regarded as foreign source income of, and foreign tax paid by, the Unitholder for the
purposes of the foreign tax credit provisions of the Tax Act. To the extent that such foreign tax paid by Blue
Ribbon Income Fund exceeds 15% of the amount included in Blue Ribbon Income Fund’s income from
such investments, such excess may generally be deducted by Blue Ribbon Income Fund in computing its
income for the purposes of the Tax Act.

Blue Ribbon Income Fund will be entitled for each taxation year throughout which it is a mutual
fund trust to reduce (or receive a refund in respect of) its liability, if any, for tax on its net realized capital
gains by an amount determined under the Tax Act based on the redemptions of its units during the year
(“capital gains refund”). In certain circumstances, the capital gains refund in a particular taxation year may
not completely offset the tax liability of Blue Ribbon Income Fund for such taxation year which may arise
upon the sale of securities in connection with redemptions of Blue Ribbon Units.

The Diversified Declaration of Trust provides and the Blue Ribbon Declaration of Trust, following
the Merger, will provide that an amount equal to the taxable income of Blue Ribbon Income Fund will be
distributed each year to its Unitholders in order to eliminate Blue Ribbon Income Fund’s taxable income.
Therefore, provided Blue Ribbon Income Fund makes distributions to its Unitholders in each year of its net
income for tax purposes and net realized capital gains it will generally not be liable in such year for income
tax under Part I of the Tax Act other than such tax on net realized capital gains that would be recoverable by
it in such year by reason of the capital gains refund.
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Taxation of Unitholders of Blue Ribbon Income Fund following the Merger

In addition to the limitations generally applicable to this summary, the following portion of the
summary applies to Unitholders of Blue Ribbon Income Fund who are individuals (other than trusts).

A Unitholder who is not tax-exempt generally will be required to include in computing income for a
taxation year the amount of Blue Ribbon Income Fund’s net income for the taxation year, including the
taxable portion of Blue Ribbon Income Fund’s net realized capital gains, that is paid or payable to the
Unitholder of Blue Ribbon Income Fund in the taxation year whether received in cash, Units or reinvested in
additional Units including pursuant to Blue Ribbon Income Fund’s distribution reinvestment plan. The non-
taxable portion of Blue Ribbon Income Fund’s net realized capital gains that is paid or payable to a
Unitholder in a taxation year will not be included in computing the Unitholder’s income for the year and
will not reduce the adjusted cost base of the Unitholder’s Units. Any amount paid or payable by Blue
Ribbon Income Fund to a Unitholder that is in excess of such Unitholder’s share of the net income and the
net realized capital gains of Blue Ribbon Income Fund for a taxation year generally will not be included in
the Unitholder’s income for the year but will reduce the adjusted cost base of the Unitholder’s Units to the
extent that the adjusted cost base of a Unit would otherwise be a negative amount, the negative amount will
be deemed to be a capital gain and the adjusted cost base of the Unit to the Unitholder will be increased by
the amount of such deemed capital gain.

Provided that appropriate designations are made by Blue Ribbon Income Fund, such portion of (i)
the net realized taxable capital gains of Blue Ribbon Income Fund, (ii) the foreign source income of Blue
Ribbon Income Fund and foreign taxes eligible for the foreign tax credit, and (iii) the taxable dividends
received, or deemed to be received, by Blue Ribbon Income Fund on shares of taxable Canadian
corporations, as is paid or payable to a Unitholder will effectively retain its character and be treated as such
in the hands of the Unitholder for purposes of the Tax Act. To the extent that amounts are designated as
taxable dividends from taxable Canadian Corporations, the normal gross-up and dividend tax credit rules
will apply. Any loss of Blue Ribbon Income Fund for purposes of the Tax Act cannot be allocated to, and
cannot be treated as a loss of, a Unitholder of such fund.

A Unitholder of Blue Ribbon Income Fund, other than a tax-exempt Unitholder, who acquires
additional Units, including on the reinvestment of distributions pursuant to Blue Ribbon Income Fund’s
distribution reinvestment plan, may become taxable on the Unitholder’s share of any income and gains of
Blue Ribbon Income Fund that have accrued or been realized but have not been made payable at the time
the additional Units are acquired.

On the disposition or deemed disposition of Units, including on a redemption, a Unitholder (other
than a tax-exempt Unitholder) will realize a capital gain (or capital loss) to the extent that the Unitholder’s
proceeds of disposition (other than any amount payable by Blue Ribbon Income Fund which represents an
amount that is otherwise required to be included in the Unitholder’s income as described above) exceed (or
are exceeded by) the aggregate of the adjusted cost base of the Units and any reasonable costs of disposition.

Any additional Units acquired by a Unitholder on the reinvestment of distributions will generally
have a cost equal to the amount reinvested or invested, as the case may be. If a Unitholder participates in
Blue Ribbon Income Fund’s distribution reinvestment plan and, because of the treasury purchase procedure
thereunder the Unitholder acquires a Unit from Blue Ribbon Income Fund at a price that is less than the then
fair market value of the Unit, it is the administrative position of the CRA that the Unitholder must include
the difference in income and that the cost of the Unit will be correspondingly increased.

For the purpose of determining the adjusted cost base to a Unitholder of Units of Blue Ribbon
Income Fund, when a Unit is acquired, the cost of the newly-acquired Unit will be averaged with the
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adjusted cost base of all of the Units of Blue Ribbon Income Fund owned by the Unitholder as capital
property before that time.

In the case of a Unitholder who is not tax exempt, one-half of any capital gain (“taxable capital
gain”) realized on the disposition of Units, and net taxable capital gains of Blue Ribbon Income Fund
distributed to the Unitholder, will be included in the Unitholder’s income and one-half of any capital loss
realized may be deducted from taxable capital gains in accordance with the provisions of the Tax Act.

Amounts designated as taxable dividends from taxable Canadian corporations and net realized
capital gains paid or payable by Blue Ribbon Income Fund to such Unitholder or realized on the disposition
of Units by such Unitholder may increase the Unitholder’s liability for alternative minimum tax.

RISK FACTORS

The following is a list of certain risks associated with an investment in the Units of Blue Ribbon
Income Fund.

No Assurances on Achieving Objectives

There is no assurance that Blue Ribbon Income Fund will be able to achieve its distribution
objectives or that its portfolio will earn any return or will return to investors an amount equal to or in excess
of the original issue price of Blue Ribbon Units.

There is no assurance that Blue Ribbon Income Fund will be able to pay monthly distributions. The
funds available for distribution to unitholders will vary according to, among other things, the distributions
paid on all of the securities comprising its portfolio.

Loss of Investment

An investment in Blue Ribbon Income Fund is appropriate only for investors who have the capacity
to absorb a loss of some or all of their investment.

No Guaranteed Return

There is no guarantee that an investment in Blue Ribbon Income Fund will earn any positive return
in the short or long term.

Performance and Marketability of Portfolio Securities

The NAV per Blue Ribbon Unit will vary in accordance with the value of the securities acquired by
Blue Ribbon Income Fund, and in some cases the value of portfolio securities owned by Blue Ribbon
Income Fund may be affected by factors beyond the control of Bloom, Blue Ribbon or Blue Ribbon Income
Fund. There is no assurance that an adequate market will exist for securities acquired by Blue Ribbon
Income Fund. Securities issued by issuers who are not reporting issuers in all provinces may be subject to an
indefinite hold period under certain provincial securities legislation. In many circumstances, the issuers of
securities which Blue Ribbon Income Fund may acquire have limited operating histories. The value of these
securities will be influenced by factors which are not within the control of Blue Ribbon Income Fund,
which, in the case of resource-oriented royalty and income trusts, include the financial performance of the
respective issuers, commodity prices, exchange rates, interest rates, the hedging policies employed by such
issuers, issues relating to the regulation of the natural resource industry and operational risks relating to the
resource sector and other financial market conditions. In the case of REITs, such factors include the quality
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of the REIT’s property portfolio, the perception of and the abilities of the REIT’s advisor, the prospects for
the Canadian and US commercial real estate market and the economy in general, including the level and
likely direction of interest rates. Blue Ribbon cannot predict whether the securities held by it will trade at a
discount to, a premium to, or at their NAV.

Sensitivity to Interest Rates

It is anticipated that the market price for Blue Ribbon Units and the value of the portfolio securities
at any given time will be affected by the level of interest rates prevailing at such time. A rise in interest rates
may have a negative effect on the market price of the Blue Ribbon Units and increase the costs of borrowing
to Blue Ribbon Income Fund.

Commodity Price Fluctuations

The operations and financial condition of the issuers of certain of the portfolio securities which will
be held by Blue Ribbon Income Fund and, accordingly, the amount of distributions paid on such securities
will be dependent on commodity prices applicable to such issuers. Prices for commodities may vary and are
determined by supply and demand factors including weather and general economic and political conditions.
A decline in commodity prices could have an adverse effect on the operations and financial condition of the
issuers of such securities and the amount of distributions paid on such securities. In addition, certain
commodity prices are based on a US dollar market price. Accordingly, an increase in the value of the
Canadian dollar against the US dollar could reduce the amount of distributions paid on such securities.

Composition of Portfolio

The composition of Blue Ribbon Income Fund’s portfolio may vary widely from time to time and
may from time to time be concentrated by type of security, commodity, industry or geography, resulting in
Blue Ribbon Income Fund’s portfolio being less diversified than anticipated.

Reliance on Bloom and Blue Ribbon

Blue Ribbon Income Fund will be dependent on Bloom for investment advisory and portfolio
management services under the Blue Ribbon Investment Management Agreement and upon Blue Ribbon for
the provision of all other required services under the Blue Ribbon Administration Agreement.

General Risk of Investing in Debt Instruments

Generally, debt instruments will decrease in value when interest rates rise and increase in value
when interest rates decline. The NAV of Blue Ribbon Income Fund will fluctuate with interest rate changes
and the corresponding changes in the value of the securities in the portfolio. The value of debt instruments is
also affected by the risk of default in the payment of interest and principal and price changes due to such
factors as general economic conditions and the issuer’s creditworthiness. Debt instruments may not pay
interest or their issuers may default on their obligations to pay interest and/or principal amounts. Certain of
the debt instruments that may be included in the portfolio from time to time may be unsecured, which will
increase the risk of loss in case of default or insolvency of the issuer. Global financial markets have
experienced a significant repricing in recent months that has contributed to a reduction in liquidity and the
availability of credit, enhancing the likelihood of default by some issuers due to diminishing profitability or
an inability to refinance existing debt.
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Trading at a Discount

Securities of closed-end investment trusts may not trade at NAV and Blue Ribbon Income Fund
cannot predict whether its units will trade above, at or below their NAV per Blue Ribbon Unit.

Nature of the Blue Ribbon Units

The Blue Ribbon Units share certain attributes common to both equity securities and debt
instruments. Trust units are dissimilar to debt instruments in that there is no principal amount owing to
unitholders. The Blue Ribbon Units represent a fractional interest in the assets of Blue Ribbon Income Fund.
Unitholders will not have the statutory rights normally associated with ownership of shares of a corporation
including, for example, the right to bring “oppression” or “derivative” actions.

Borrowing

Blue Ribbon Income Fund will be entitled to, and may, incur indebtedness secured by its assets to
purchase portfolio securities. There can be no assurance that such a strategy will enhance returns and, in
fact, the strategy may reduce returns, and thereby increases the risk to investors.

Illiquid Securities

If Bloom is unable, or determines that it is inappropriate, to dispose of some or all of the portfolio
securities prior to the termination of Blue Ribbon Income Fund, Unitholders may, subject to applicable
laws, receive distributions of securities in specie upon the termination of Blue Ribbon Income Fund, for
which there may be an illiquid market or which may be subject to resale restrictions of indefinite duration.
In addition, if Bloom determines that it is appropriate to acquire certain securities for the Blue Ribbon
Income Fund portfolio, Bloom may be unable to acquire such securities in quantities or at prices which are
acceptable to Bloom, if the market for such securities is particularly illiquid.

Installment Receipts

Certain of the portfolio securities that Blue Ribbon Income Fund will purchase may be installment
receipts representing ownership interests in securities, the original issue price of which is payable on an
installment basis. Blue Ribbon Income Fund may be required to pay subsequent installments despite a
decline in the value of the securities of an issuer in which Blue Ribbon Income Fund invests.

Taxation of Blue Ribbon Income Fund

The SIFT Rules impose a tax on certain income (other than taxable dividends) earned by most
publicly traded trusts and partnerships (other than certain REITs) and treat distributions or allocations of
such income to investors as a dividend from a taxable Canadian corporation. The SIFT Rules do not change
the tax treatment of distributions that are paid as a return of capital by SIFT trusts. The SIFT Rules are
effective for a SIFT’s taxation year ending after 2006, except that the application of the SIFT Rules is
generally delayed until the SIFT’s taxation year ending after 2010 if the SIFT would have been a SIFT on
October 31, 2006, had the SIFT Rules been enacted on that date. However, the deferral will be lost and the
SIFT Rules will apply immediately in any taxation year ending after 2006 if the SIFT exceeds the normal
growth limitations set out in the Normal Growth Guidelines, unless the excess arose from a prescribed
translation or if a trust or partnership that would not have been a SIFT on October 31, 2006 subsequently
becomes a SIFT at any times thereafter. The Normal Growth Guidelines establish objective tests with
respect to how much a SIFT is permitted to grow in the interim period from November 1, 2006 to the end of
2010 without becoming immediately subject to the SIFT Rules. The investment objectives of Blue Ribbon
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Income Fund provide investors with exposure to its portfolio of investments that may include securities of
income trusts and limited partnerships to which the SIFT Rules apply. The SIFT Rules may reduce the tax
effectiveness of holding units of income trusts and partnerships that are subject to the SIFT Rules, and may
negatively impact the value of income trust units and units of partnerships held by the Blue Ribbon Income
Fund. Further, no assurance can be given that Canadian federal income tax law respecting the taxation of
income trusts and other flow-through entities will not be further changed in a manner that adversely affects
the Blue Ribbon Income Fund and its Unitholders.

Under the SIFT Rules a Canadian resident trust (other than a “real estate investment trust” as
defined in the SIFT Rules) or partnership the units of which are listed or traded on a stock exchange or other
public market and that hold one or more “non-portfolio properties” (as defined in the SIFT Rules) is a SIFT
trust or SIFT partnership, as the case may be. If the SIFT Rules become applicable to Blue Ribbon Income
Fund, it will be subject to a tax on certain income (other than taxable dividends), commencing in the
taxation year in which it becomes a SIFT, notwithstanding that the income is distributed to Unitholders.
Unitholders will be taxed on distributions of such income in a manner similar to dividends from a taxable
Canadian Corporation. The deemed dividend is eligible for the enhanced dividend tax credit if paid or
allocated to a resident of Canada. Counsel has been advised that Blue Ribbon Income Fund has not held and
will not hold investments that would result in Blue Ribbon Income Fund becoming subject to the SIFT
Rules in any taxation year. If Blue Ribbon Income Fund were to become a SIFT trust within the meaning of
the SIFT Rules, the income tax considerations discussed under the heading “Certain Canadian Federal Tax
Considerations” could be materially and adversely different in certain respects. See “Certain Canadian
Federal Tax Considerations”.

While Blue Ribbon Income Fund has been structured so that it will generally not be liable to pay
income tax, information available to Blue Ribbon Income Fund and the Administrator relating to the
characterization, for tax purposes, of the distributions received by Blue Ribbon Income Fund in any year
from issuers of securities in the portfolio of investments may be insufficient as at December 31 of that year
to ensure that Blue Ribbon Income Fund will make sufficient distributions in order that it will not be liable
to pay non-refundable income tax in respect of that year.

A trust will be deemed not to be a mutual fund trust if it is established or maintained primarily for
the benefit of non-residents, unless all or substantially all of its property is property other than “taxable
Canadian property” as defined in the Income Tax Act. Tax proposals released on September 16, 2004
proposed that a trust would cease to qualify as a mutual fund trust for purposes of the Income Tax Act if, at
any time after 2004, the fair market value of all trust units held by non-residents or partnerships which are
not Canadian partnerships for the purpose of the Income Tax Act is more than 50% of the fair market value
of all issued and outstanding trust units, unless no more than 10% (based on fair market value) of the trust’s
property at any time is taxable Canadian property within the meaning of the Income Tax Act and certain
other types of specified property. If these tax proposals are enacted as proposed and if at any time more
than 50% of the aggregate fair market value of the units were held by non-residents, the Blue Ribbon
Income Fund would thereafter cease to be a mutual fund trust. Such proposals do not provide any means of
rectifying a loss of mutual fund trust status. On December 6, 2004, finance tabled a Notice of Ways and
Means Motion which did not include these proposed changes. Finance has suspended implementations of
these proposed changed pending further consultation with interested parties..

Provided Blue Ribbon Income Fund complies with its Investment Restrictions, it is expected that no
more than the permissible percentage of the fair market value of Blue Ribbon Income Fund’s assets will at
any time consist of taxable Canadian property.

On October 31, 2003, Finance announced the REOP Proposal relating to the deductibility of losses
under the Income Tax Act. Under the REOP Proposal, a taxpayer would be considered to have a loss from a
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business or property for a taxation year only if, in that year, it was reasonable to assume that the taxpayer
would realize a cumulative profit from the business or property during the time that the taxpayer carried on,
or could reasonably be expected to carry on, the business or held, or could reasonably be expected to hold,
the property. Profit, for this purpose, would not include capital gains or capital losses. If the REOP Proposal
were to apply to Blue Ribbon Income Fund, deductions that would otherwise reduce Blue Ribbon Income
Fund’s taxable income could be denied, with after-tax returns to the unitholders reduced as a result. On
February 23, 2005, Finance announced that a more modest legislative initiative to replace the REOP
Proposal would be released for comment at an early opportunity. No such alternative legislative proposal
has been released to date.

If Blue Ribbon Income Fund ceases to qualify as a “mutual fund trust” under the Income Tax Act,
the income tax considerations would be materially and adversely different in certain respects. There can be
no assurance that Canadian federal and provincial income tax laws respecting the treatment of mutual fund
trusts will not be changed in a manner that adversely affects the Unitholders.

The CRA has expressed a view that, in certain circumstances, the deductibility of interest on money
borrowed to invest in an income trust may be reduced on a pro rata basis in respect of distributions from the
income trust that are a return of capital which are not reinvested for an income earning purpose. If the
CRA’s view were to apply to Blue Ribbon Income Fund, part of the interest payable by Blue Ribbon in
connection with money borrowed to acquire certain portfolio securities could be non-deductible, increasing
the net income of Blue Ribbon Income Fund for tax purposes and the taxable component of distributions to
unitholders. Income of Blue Ribbon Income Fund which is not distributed to unitholders would be subject to
non-refundable income tax in Blue Ribbon Income Fund.

Status of Blue Ribbon

As Blue Ribbon Income Fund will not be a mutual fund as defined under Canadian securities laws,
Blue Ribbon Income Fund is not subject to the Canadian policies and regulations that apply to open-end
mutual funds, including without limitation NI 81-102, except insofar as that instrument prescribes a form of
annual information form for mutual funds, which form applies with limited exceptions to Blue Ribbon
Income Fund.

Conflict of Interest

Bloom, Brompton and Blue Ribbon, and their respective directors and officers and their respective
affiliates and associates (but not Blue Ribbon itself) may engage in the promotion, management or
investment management of any other fund or trust which invests primarily in royalty trusts, income funds,
REITs, limited partnerships, debt instruments and equity instruments.

Although none of the directors or officers of Blue Ribbon devote his or her full time to the business
and affairs of Blue Ribbon Income Fund or Blue Ribbon, each devote as much time as is necessary to
supervise the management of (in the case of the directors), or to manage the business and affairs of (in the
case of officers), Blue Ribbon and Blue Ribbon Income Fund.

Changes in Legislation
There can be no assurance that income tax laws and government incentive programs relating to the

natural resource or real estate industries will not be changed in a manner which adversely affects the
distributions received by Blue Ribbon Income Fund or by its unitholders.
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Recent Global Financial Developments

Global financial markets experienced a sharp increase in volatility during the past 12 months. This
has been, in part, the result of the revaluation of assets on the balance sheets of international financial
institutions and related securities, contributing to a reduction in liquidity among financial institutions and a
reduction in the availability of credit to those institutions and to the issuers who borrow from them. While
central banks and governments continue attempts to restore liquidity to the global economy, no assurance
can be given that the combined impact of the significant revaluations and constraints on the availability of
credit will not continue to materially and adversely affect economies around the world. Some or all of these
economies may experience significantly diminished growth and some or all may suffer a recession, the
duration of which cannot be predicted. These market conditions and unexpected volatility or illiquidity in
financial markets may also significantly and adversely affect the prospects of Blue Ribbon Income Fund and
the value of its portfolio securities. A substantial decline in the North American equities markets could be
expected to have a negative effect on Blue Ribbon Income Fund.

Significant Redemptions

If a significant number of Blue Ribbon Units are redeemed, the trading liquidity of the Blue Ribbon
Units could be significantly reduced. In addition, the expenses of Blue Ribbon Income Fund would be
spread among fewer Blue Ribbon Units resulting in a potentially lower distribution per Blue Ribbon Unit.
Blue Ribbon has the ability to terminate Blue Ribbon Income Fund. Blue Ribbon may exercise that
discretion if, in its opinion, it is in the best interest of unitholders to do so.

CURRENT MANAGEMENT OF THE FUNDS
The Administrator

The board of directors of the Administrator consists of three members: two independent directors
and the President and Chief Executive Officer. The name, municipality of residence office, and principal
occupation of each of the directors and officers of the Administrator are set out below:

Name and Position with the Principal Occupation
Municipality of Residence =~ Administrator

Wayne Pushka President, Chief Executive President of Citadel Fund
Toronto, Ontario Officer and Director Administrator and Crown Hill
Group of Companies

Gary Van Nest Director Chairman of MedX Health

Toronto, Ontario Corp., Chairman of Woodland
Biofuels and Director of Davis
Rea Ltd.

Michael Burns Director President of Kingfield

Maple, Ontario Investments Limited

Edward Ling Chief Financial Officer Chief Financial Officer of

Oakville, Ontario Citadel Fund Administrator
and Crown Hill Group of
Companies
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Wayne L. Pushka: Mr. Pushka is the President, Chief Executive Officer and a Director of Crown
Hill Capital Corporation. He has 18 years of experience in the financial industry with a focus on risk
management and portfolio construction. Prior to starting the Administrator, he held various consultant and
advisory roles at Scotia McLeod, BARRA International (one of the world’s premiere financial risk
management consulting firms) and Canada Mortgage and Housing Corporation. He has advised on and
constructed numerous domestic and international bond, equity and derivative portfolios for pension funds,
banks and insurance companies in Canada and across Asia. Mr. Pushka holds a B.Sc. (Physics) from
McMaster University, a M.Sc. (Theoretical Physics) from Carleton University, a M.B.A. from Queen’s
University and is a Chartered Financial Analyst charterholder.

N. Gary Van Nest: Mr. Van Nest has over 40 years of experience in the brokerage, merchant
banking, investment management and venture capital industries. His past titles and positions include:
President of Wisener & Partners Co. Ltd., one of the first Canadian Institutional Brokerage boutiques;
President and CEO of Triarch Corporation, one of Canada’s early merchant banking organizations;
Chairman of Elliott and Page Ltd., one of Canada’s largest investment counseling and management
organizations; and President of Canadian Venture Capital Corporation, one of Bay Street’s early venture
investing organizations.

During his career Mr. Van Nest has also been involved as a director/officer of several notable public
and private companies, such as Eldorado Nuclear, now Cameco; Toromont Industries Ltd.; Pathfinder
Beverages Ltd.; Noble China Ltd., the first and largest formal Canada China foreign joint ventures and one
of the largest national brewers and distributors of beer in China, and Kyrgoil Corp., the company which built
and operated the first and only oil refinery in the Kyrgyz Republic.

Mr. Van Nest also served as Chairman of the early fundraising efforts for Young People’s Theatre
in Toronto, as Director of The Royal Canadian Geographical Society for five years and as a Director and
supporter of the Hospice Calgary Society. Mr. Van Nest holds a Bachelor of Commerce degree from the
University of Windsor, and did postgraduate studies at McGill University and the University of Toronto.
Mr. Van Nest currently resides in Toronto, Ontario, where he serves as Chairman of Woodland Biofuels Inc.
and MedX Health Corp. He also remains a Director of several public and private companies.

Michael Burns: Mr. Burns has over 50 years of experience in the financial industry. He was
educated at Trinity College School and Cornell University. His business career began in 1958 at Burns Bros.
and Denton (now Nesbitt Burns). In 1977 Mr. Burns joined the Crown Life Insurance Company. He held
various positions during his time at Crown Life Insurance Company including Vice President, Chairman and
CEO. From 1980 to 2006 Mr. Burns held various positions in Extendicare Inc. including Chairman and
CEO, President and CEO and Deputy Chairman. Michael Burns was also the Chairman of the Independent
Committee for Dome Petroleum.

During his career Mr. Burns has also been involved as a director and/or officer of several private
and public companies, such as Ivy Funds, Denison Mines, Dome Petroleum, Algoma Central Corp.,
Extendicare Inc., Landmark Global Financial Inc., Security National Bank, Lateral Vector Resources,
Bralorn Resources Ltd., Crown Life Insurance Company, Kingfield Group of Companies, SIM Oil and Gas
and PVI Inc.

Edward Ling: Mr. Ling is the Chief Financial Officer of Citadel Fund Administrator. He is a
Chartered Accountant with Canadian and international tax experience covering a wide range of industries.
In 2007, he commenced a consultancy practice providing tax and financial accounting services to clients in
the mutual fund, insurance, pharmaceutical and energy management industries. He also lectured at the
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University of Toronto from 2008 to 2009. Mr. Ling holds a Bachelor of Commerce (Honours) and a Master
of Business Administration degree from the University of Manitoba and received his Chartered Accountant
(C.A.) designation in 1989.

The Citadel IRC

Under NI 81-107, the Citadel IRC has a mandate to review conflict of interest matters identified and
referred to it by the Administrator and to give its approval or recommendation, depending on the conflict of
interest matter. The focus of the Citadel IRC in any case is on the question of whether the Administrator’s
proposed action regarding a conflict of interest matter achieves a fair and reasonable result for the applicable
Fund. It must look only to the best interests of the Funds. The Citadel IRC is comprised of:

Name Effective Date of Other Independent Review Committees
Appointment

R. Bruce Friesen, June 3, 2009 Member of the independent review committee of

Chair each investment fund in the Citadel Group of
Funds

John Spencer June 3, 2009 Member of the independent review committee of
each investment fund in the Citadel Group of
Funds

Mark L. Arthur June 3, 2009 Member of the independent review committee of
each investment fund in the Citadel Group of
Funds

The following is a description of the backgrounds of the members of the Citadel IRC:

R. Bruce Friesen: Mr. Friesen is the founder and President of Global Investment Solutions Inc. and
Global Manager Research, a database company which is focused on tracking the investment returns of
investment managers and insurance companies. Prior to starting these firms, Mr. Friesen spent fifteen years
as a portfolio manager of fixed income portfolios with life insurance companies and a large pension plan. In
these roles he also spent time in private equity and real estate analysis.

Mr. Friesen graduated from the Institute of Corporate Directors Program. His professional
qualifications also include the Canadian Securities Course and Level I of the Chartered Financial Analyst
Course. Mr. Friesen holds a Bachelor of Commerce from the University of Manitoba with a major in
Finance and a minor in Economics graduating in 1984,

John Spencer: John Spencer has spent his entire career within the Canadian financial services
sector. Having joined Bank of Montreal in 1972, he spent 14 years in a variety of roles involved in
marketing and electronic banking, culminating with the Bank’s Corporate and Government Banking group.
He left to join Crown Life Insurance as Assistant Vice President and Assistant Treasurer and then Vice
President within Aetna Life Insurance Company’s Canadian strategic management group.

For the past sixteen years, Mr. Spencer held a number of posts within the TD Bank Financial Group.
He was responsible for managing the bank’s relationships with the Canadian insurance industry, before
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moving to GreenLine Investor Services (now TD Waterhouse Discount Brokerage) as Vice President,
Mutual Funds and Insurance. During the past nine years, he has been responsible for the development of the
firm’s Institutional Services business.

Mr. Spencer was educated in Britain, the United States and in Canada where he received an MBA
from the Shulich School of York University. He retired from the TD Bank Financial group earlier in 2009.

Mark L. Arthur: Mr. Arthur joined Jovian Capital as Executive Vice President in 2003 and
became President in August 2007. His career includes eight years with RBC Dominion Securities where he
held positions as Vice President and Director, as well as Vice Chairman of the Investment Strategy
Committee. From 1989 to 2000 Mr. Arthur was President, and Chief Investment Officer (CIO) for Royal
Bank Investment Management Inc. Up until 2002, Mr. Arthur was President, CIO and Director of RBC
Global Investment Management Inc., Vice President Investments and Director of Royal Mutual Funds and
Chairman of RBC Investments Global Investment Strategy Committee. Mr. Arthur is a Chartered Financial
Analyst charterholder.

MANAGEMENT CONTRACTS

For descriptions of the administrative services agreements, management agreements, investment
advisor agreements or portfolio management agreements relating to the Citadel Funds, as applicable, please
see their respective annual information forms incorporated by reference herein. For information regarding
the Continuing Fund’s management fee and other financial arrangements involving the Administrator. see
“Blue Ribbon Fund Management Ltd. - The Blue Ribbon Administration Agreement”.

INTEREST OF CERTAIN PERSONS OR COMPANIES IN MATTERS TO BE ACTED UPON

Bloom is the investment manager of the Funds and will be the investment manager of the Blue
Ribbon Investment Fund, as well as a shareholder of Blue Ribbon. Bloom holds 378,838 and Paul Bloom
owns 19,500 Units of Diversified, together representing less than 1.5% of Units outstanding.

Except as otherwise disclosed herein, none of Computershare Trust Company of Canada, as original
trustee of the Funds (to the knowledge of the directors and officers of the Administrator), Valiant Trust
Company, as trustee of the Funds (to the knowledge of the directors and officers of the Administrator), the
Administrator, nor any of the directors or officers of the Administrator, nor any associate or affiliate of any
of them, has any material interest, direct or indirect, by way of beneficial ownership of securities or
otherwise, in any mater to be acted upon at the Meetings.

INTERESTS OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

If the Blue Ribbon Proposal is successful, the Administrator expects to receive termination fees of
approximately $7.9 million for Diversified and approximately $2.5 million for Series S-1. These termination
fees will be based on the NAV at the date of termination of each Fund and will be paid out of the applicable
Fund. Except as otherwise disclosed herein, none of Computershare Trust Company of Canada, as original
trustee of the Funds (to the knowledge of the directors and officers of the Administrator), nor Valiant Trust
Company, as trustee of the Funds (to the knowledge of the directors and officers of the Administrator), nor
the Administrator, nor any director or officer of the Administrator, nor any other insider of any of the Funds,
nor any associate or affiliate of any one of them, has or has had, at any time since the inception of any of the
Funds, any material interest, direct or indirect, in any transaction or proposed transaction that has materially
affected or would materially affect the Funds.
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N. Gary Van Nest, an independent director of the Administrator, received directors fees in
connection with the negotiation of the October 13, 2009 agreement with Bloom and Blue Ribbon, referred to
above under “Purpose of the Meetings - The Blue Ribbon Proposal - Background” in the aggregate amount
of $150,000. Pursuant to the applicable administrative services agreements these directors fees will be
reimbursed by the Funds and Citadel HYTES Fund, Citadel Premium Income Fund, Citadel S-1 income
Trust Fund, Citadel SMaRT Fund and Citadel Stable S-1 Income Fund as follows: Citadel Diversified
Investment Trust - $40,699.45; Citadel Fund HYTES Fund - $15,766.66; Citadel Premium Income Fund -
$26,610.92; Citadel S-1 Income Fund - $16,483.78; Citadel SMaRT - $6,728.58; Citadel Stable S-1 Income
Fund - $16,483.78; and Series S-1 income Fund - $34,726.92.

Except as otherwise disclosed herein, there are no securities of the Funds that are beneficially
owned or over which control or direction is exercised, and no agreements, commitments or understandings
to acquire securities of the Funds, by the Administrator, or its respective officers or directors, or to the
knowledge of the Administrator, after reasonable inquiry, any (i) associate or affiliate of an insider of the
Funds, (ii) associate or affiliate of the Funds, (iii) insider of the Funds, or (iv) person acting jointly or in
concert with the Funds.

EXPENSES OF THE REORGANIZATION AND MERGER

The costs associated with the Meetings will be paid for by Blue Ribbon. Other costs associated with
the proposed Reorganization will be borne by each of the Funds, including the termination fees payable to
the Administrator.

While it is expected that the solicitation of proxies will be primarily by mail, proxies may be
solicited personally or by telephone by directors, officers and employees of Blue Ribbon, Brompton or
Bloom at the expense of Blue Ribbon.

PRINCIPAL HOLDERS OF TRUST UNITS

To the knowledge of the directors and officers of the Administrator, in respect of each of the Funds,
no person beneficially owns directly or indirectly, or exercises control or direction over the units of any
Fund carrying more than ten percent (10%) of the votes attached to all of the issued and outstanding units of
each such Fund, or has done so since December 31, 2008.

CONTINUED LISTING ON THE TSX

Securities of Diversified are currently listed on the TSX under the securities symbol CTD. UN and it is
intended that units of Blue Ribbon Income Fund will continue to be listed on the TSX following the Merger.

DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by reference into this Circular from documents filed with
securities commissions or similar authorities in Canada. Copies of the documents incorporated by reference
herein may be obtained on request without charge by Unitholders from the SEDAR website at
www.sedar.com, or from the Administrator at 141 Adelaide Street West, Suite 1006, Toronto, Ontario, M5H
3L5, by vcalling toll free at telephone number 1-877-261-9674 or by email at
investorrelations@citadelfunds.com.

The following documents filed with the various provincial securities commissions or similar authorities in
Canada of each of the Funds are specifically incorporated into and form an integral part of this Circular:
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e the annual information form for the year ended December 31, 2008;

e the comparative financial statements, together with the accompanying report of the auditors,
for the fiscal year ended December 31, 2008;

e the interim financial statements for the six month period ending June 30, 2009;
e management’s report of fund performance for the year ended December 31, 2008;
e management’s report of fund performance for the period ended June 30, 2009;

e the joint management information circular of Diversified, Series S-1, Citadel HYTES Fund,
Citadel Premium Income Fund, Citadel S-1 Income Trust Fund, Citadel SMaRT Fund,
Citadel Stable S-1 Income Fund and Equal Weight Plus Fund dated August 27, 2009

e any material change reports and press releases filed since December 31, 2008; and
e Independent Review Committee 2008 Reports to Unitholders.
AUDITORS, CUSTODIAN, REGISTRAR, TRANSFER AGENT AND DISTRIBUTION AGENT

The auditors of each of the Funds are PricewaterhouseCoopers LLP, Chartered Accountants, Suite
3100, 111-5th Avenue S.W., Calgary, Alberta, T2P 5L3.

CIBC Mellon Global Securities Services Company, as custodian (the “Custodian”), has been
appointed the custodian of each of the Funds’ assets pursuant to custodian agreements. The Custodian may
employ sub-custodians as considered appropriate in the circumstances. The address of the Custodian is: 320
Bay Street, P.O. Box 1, 6th Floor, Toronto, Ontario, M5SH 4A6.

Computershare Trust Company of Canada has been appointed the registrar, transfer agent and
distribution agent for each of the Funds under registrar, transfer agency and distribution agency agreements.
The register and transfer ledger for each Fund is kept by Computershare Trust Company of Canada at its
principal stock and bond transfer offices located in Toronto and Calgary.

GENERAL PROXY INFORMATION
Solicitation of Proxies

This Circular is furnished in connection with the solicitation of proxies to be used at the Meetings or
at any adjournments thereof. The meetings will be held concurrently on November 17, 2009 commencing at
11:00 a.m. (Toronto time) at the 44th Floor, Scotia Plaza, 40 King Street West, Toronto, Ontario for the
purposes set forth in the notice of Meeting accompanying this Circular (the “Notice”).

Information in this Circular is provided by the Administrator in connection with the
solicitation of proxies by the Administrator and Blue Ribbon to be used at the Meetings. This
solicitation is made by the Administrator and Blue Ribbon.

While it is expected that the solicitation will be primarily by mail, proxies may be solicited

personally or by telephone by directors, officers and employees of Blue Ribbon, Brompton or Bloom at the
expense of Blue Ribbon. See “Expenses of the Reorganization and Merger”.
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If you have any questions about the information contained in this Circular, please contact Citadel
Fund Administrator by calling toll free at telephone number 1-877-261-9674. For questions concerning the
Blue Ribbon Proposal or Blue Ribbon, please contact Brompton Funds by phone at 1-866-642-6001 or by
email at info@bromptongroup.com.

Information contained herein is given as of October 1, 2009 unless otherwise specifically stated.
Appointment of Proxies, Voting Rights and Record Date

The Units represented by the proxy will be voted or withheld from voting in accordance with the
instructions of the Unitholder on any ballot that may be called for. If a Unitholder specifies a choice with
respect to any matter to be acted upon, their Units will be voted accordingly. Registered Unitholders who
wish to vote their Units should complete, execute and deliver by regular mail the enclosed form of proxy to
Computershare Investor Services Inc. at 100 University Avenue, 9™ Floor, Toronto, Ontario M5J 2Y1,
Attention: Proxy Department. In order to be valid and acted upon at the Meetings, all proxies must be
received by Computershare not less than 48 hours (excluding Saturdays, Sundays, or civic or statutory
holidays in the city of Toronto, Ontario) before the start time for the Meeting or any adjournment thereof.
The Chairman of the Meeting may, in his sole discretion, waive the requirement that proxies be received at
least 48 hours prior to the commencement of the Meeting. In the event that the Chairman waives such
requirement, proxies may be deposited with the Chairman of the Meeting on the day of the Meeting prior to
the commencement thereof.

The record date for the Meetings has been established as October 16, 2009 (the “Record Date”).
Each Unitholder is entitled to one vote at the Meetings for each Unit registered in the Unitholder’s name at
the close of business on the Record Date.

The individuals named in the accompanying form of proxy are officers and directors of the
Administrator. A Unitholder has the right to appoint a person or company (who need not be a
Unitholder) to attend and act for him and on his behalf at the Meeting or any adjournment thereof
other than the persons designated in this form of proxy. Such right may be exercised by striking out the
names of the persons designated herein and by inserting in the blank space provided for that purpose the
name of the desired person or by completing another form of proxy and, in either case, delivering the
completed and executed proxy to Computershare Investor Services Inc., 100 University Avenue, 9th Floor,
Toronto, Ontario M5J 2Y1, Attention: Proxy Department, not less than 48 hours (excluding Saturdays,
Sundays, or civic or statutory holidays in the city of Toronto, Ontario) before the start time for the Meeting
or any adjournment thereof unless otherwise determined by the Chairman of the Meeting in his sole
discretion. A person acting as proxy need not be a Unitholder.

Revocability of Proxies

A Unitholder may revoke a proxy given for use at the Meetings at any time prior to its use. In
addition to revocation in any other manner permitted by law, a Unitholder may revoke a proxy before it is
used by depositing an instrument in writing executed by the Unitholder or the Unitholder’s attorney
authorized in writing, or, where the Unitholder is a corporation, by a duly authorized officer or attorney of
the corporation, with (i) Computershare Investor Services Inc. at any time not less than 48 hours (excluding
Saturdays, Sundays, or civic or statutory holidays in the city of Toronto, Ontario) before the start time for
the Meeting, or any adjournment thereof, at which the proxy is to be used, or (ii) in his discretion, the
Chairman of such Meeting on the day of such Meeting or any adjournment thereof, prior to the
commencement of such Meeting.
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Adbvice to Beneficial Holders

The information set forth in this section is of significant importance to beneficial holders of Units as
the Units are held in the name of CDS & Co. (the nominee of CDS) and not in the name of the beneficial
owners of the Units. Because the Citadel Funds utilize the book entry only system of registration,
Unitholders do not hold their securities in their own name and are considered beneficial Unitholders
(“Non-Registered Holders”). Non-Registered Holders should note that only proxies deposited by
Unitholders whose names appear on the records of the Citadel Funds as the registered holders of Units can
be recognized and acted upon at the Meeting. Units held by brokers, other intermediaries or their nominees
through CDS & Co. can only be voted upon the instructions of the Non-Registered Holder. Without specific
instructions, CDS & Co. and brokers, other intermediaries and nominees are prohibited from voting
securities for their client(s). The Citadel Funds do not know for whose benefit the Units registered in the
names of CDS & Co. are held. Therefore, Non-Registered Holders cannot be recognized at the Meetings for
purposes of voting their Units in person or by way of proxy unless they comply with the procedure
designated below.

Applicable regulatory policy requires brokers and other intermediaries to seek voting instructions
from Non-Registered Holders in advance of Unitholders’ meetings. Every broker and other intermediary has
its own mailing procedures and provides its own return instructions, which should be carefully followed by
Non-Registered Holders in order to ensure that their securities are voted at the Meetings. Often, the form of
proxy supplied to Non-Registered Holders by their broker and other intermediary is identical to that
provided to registered Unitholders. However, its purpose is limited to instructing the registered Unitholders
how to vote on behalf of the Non-Registered Holders. The majority of brokers and other intermediaries in
Canada delegate responsibility for obtaining instructions from clients to Broadridge Financial Solutions Inc.
(“Broadridge”). Broadridge typically prepares a voting instruction form which it mails to the
Non-Registered Holders and asks Non-Registered Holders to complete and return directly to Broadridge.
Broadridge then tabulates the results of all instructions received and provides appropriate instructions
respecting the voting of Units to be represented at the Meetings. A Non-Registered Holder receiving a
voting instruction form cannot use that form to vote Units directly at the Meetings; the voting instruction
form must be returned to Broadridge well in advance of the Meetings in order to have the Units voted.

Voting in Person

If you are a Non-Registered Holder who receives a voting instruction form and wish to attend and
vote at the Meetings in person, you should strike out the names of the persons named as proxy on the voting
instruction form and insert your name in the space provided and otherwise follow the instructions on the
form.

Exercise of Discretion by Proxy

The Units represented by proxies which are hereby solicited (if properly executed and deposited)
will be voted at the Meetings and, where a choice is specified with respect to any matter to be acted upon,
such Units will be voted in accordance with the specification so made. In the absence of such
specification, Units will be voted FOR the Blue Ribbon Resolutions. The accompanying form of proxy
also confers discretionary authority upon the persons named in the proxy with respect to amendments
to or variations of the matters set out in the Notice and with respect to other matters that may
properly come before the Meetings. As of the date of this Circular, the Administrator does not know of
any such amendments, variations or other matters that may properly come before the Meetings. However, if
any such amendments, variations or other matters are properly brought before the Meetings, the persons
named in the accompanying form of proxy will vote on such matters in accordance with their best judgment.

41



Quorum for the Transaction of Business

Pursuant to the declarations of trust of each Fund, a quorum of Unitholders is present at the
particular Meeting if two or more individuals are present in person either holding personally or representing
as proxies not less in aggregate than 10%, of the outstanding Units of the applicable Fund.

If a quorum is not present for a Meeting at the appropriate time on November 17, 2009, such
Meeting will be adjourned to the same time on December 1, 2009 to be held at the same place as the
Meeting. The Unitholders present in person or represented by proxy at such adjourned meeting will form the
necessary quorum and any proxy properly submitted prior to the time called for the Meeting will, unless
revoked in the manner described above, be effective at the adjourned meeting.

NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Circular and the documents incorporated by reference herein contain forward-looking
statements. These statements relate to future events or to the Funds’ future performance. All statements
other than statements of historical fact are forward-looking statements. In some cases, forward-looking
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statements can be identified by terminology such as “may”, “will”, “should”, “expect”, “plan”, “anticipate”,
“believe”, “estimate”, “predict”, “potential”, “continue”, or the negative of these terms or other comparable
terminology. These statements are only predictions. Actual events or results may differ materially. In
addition, this Circular and the documents incorporated by reference herein may contain forward-looking
statements attributed to third party industry sources. Undue reliance should not be placed on these forward-
looking statements, as there can be no assurance that the plans, intentions or expectations upon which they
are based will occur. By its nature, forward-looking information involves numerous assumptions, known
and unknown risks and uncertainties, both general and specific, that contribute to the possibility that the

predictions, forecasts, projections and other forward-looking statements will not occur.

Although the Funds and the Administrator believe that the expectations reflected in the forward-
looking statements are reasonable, there can be no assurance that such expectations will prove to be correct.
The Funds and the Administrator cannot guarantee future results, levels of activity, performance, or
achievements. Moreover, neither the Funds, the Administrator nor any other person assumes responsibility
for the accuracy and completeness of the forward-looking statements. Some of the risks and other factors,
certain of which are beyond the Funds’ or the Administrators control, which could cause results to differ
materially from those expressed in the forward-looking statements contained in this Circular and the
documents incorporated by reference herein include, but are not limited to:

e general economic conditions in Canada, the United States and globally;
e fluctuation in foreign exchange or interest rates; and
e stock market volatility and market valuations.

The forward-looking statements contained in this Circular and the documents incorporated by
reference herein are expressly qualified by this cautionary statement. The Administrator is not under any
duty to update any of the forward-looking statements after the date of this Circular to conform such
statements to actual results or to changes in the Funds’ expectations, except as may be required by law.

ADDITIONAL INFORMATION

The Administrator will provide, without charge to a Unitholder of any such Citadel Fund, a copy of
each of the Funds’ 2008 annual report to Unitholders containing the comparative financial statements for
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2008 together with the Auditors’ Reports thereon and management’s report of fund performance, the interim
financial statements for the subsequent period, and a copy of this Circular upon request to the Administrator.

Any request for these documents should be made to Citadel Fund Administrator at 141 Adelaide
Street West, Suite 1006, Toronto, Ontario, M5H 3L5, by calling toll free at telephone number
1-877-261-9674 or by request by email at investorrelations@citadelfunds.com. If you wish, this information
may also be accessed on SEDAR at www.sedar.com. Additional information can also be obtained on the
Funds’ website at www.citadelfunds.com. For questions concerning the Blue Ribbon Proposal or Blue
Ribbon, please contact Brompton Funds by phone at 1-866-642-6001 or by email at
info@bromptongroup.com.
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APPROVAL OF THE ADMINISTRATOR AND CERTIFICATE

The board of directors of the Administrator has approved the contents and the sending of this
Circular that relate to the Funds.

DATED at Toronto, Ontario this 21* day of October, 2009.

(signed) “Wayne Pushka”

Wayne Pushka, Chief Executive Officer

Citadel Fund Administrator
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APPROVAL OF BLUE RIBBON AND CERTIFICATE

Blue Ribbon has approved and confirmed the accuracy of the content of this Circular as it relates to
the Blue Ribbon Proposal, the Blue Ribbon Resolutions, Blue Ribbon, Bloom and Brompton.

DATED at Toronto, Ontario this 21* day of October, 2009.

(signed) “Mark A. Caranci”

Mark A. Caranci, President

Blue Ribbon Fund Management Ltd.
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APPENDIX “A”
REORGANIZATION RESOLUTION

CITADEL DIVERSIFIED INVESTMENT TRUST

The Unitholders shall consider, and if thought fit, pass a resolution pursuant to s.12.3 of the
declaration of trust dated July 17, 1997 and amended and restated September 14, 2005 (the “Declaration”),
approving the Reorganization of the Fund, all on the basis described in the special meeting circular to which
this resolution is attached. For the purposes of this resolution, the term “Reorganization Date” means the
date upon which Unitholders of the Fund approve this Resolution. All capitalized terms not otherwise
defined in this resolution have the meanings ascribed thereto in the Declaration.

Be it resolved that:

1. In accordance with s. 12.3(1)(b) of the Declaration, Valiant Trust Company shall be removed as
such and Computershare Trust Company of Canada appointed as trustee of the Fund, effective as
soon as practicable.

2. The Trustee is authorized and directed, pursuant to s. 12.3(1)(a) of the Declaration, to terminate the
Fund’s current Administrative Services Agreement, in accordance with s. 13.1(b) of the
Administrative Services Agreement, effective as soon as practicable, and to deliver a notice of
termination forthwith.

3. The Trustee is authorized and directed, pursuant to s. 9.4(4) of the Declaration, to forthwith appoint
Blue Ribbon Fund Management Ltd. (“Blue Ribbon™) as the administrator of the Fund (the
“Administrator”) effective as soon as practicable, and such appointment is hereby approved,
confirmed and ratified.

4. The Declaration is hereby amended by deleting Section 1.1(7) thereof and replacing it with the
following:

(7) “business day” shall mean any day other than a Saturday, Sunday or a statutory holiday in
Toronto, Ontario or any other day on which the Toronto Stock Exchange is not open for trading.

5. The Declaration of Trust is hereby amended to create an annual redemption right for Unitholders
by:
6))] adding to Section 1.1 the following definitions:

“Annual Redemption Amount” means a redemption price per Trust Unit surrendered for
redemption on the Annual Redemption Date that is equal to 100% of net asset value per Trust Unit
minus costs associated directly with the redemption, including brokerage costs, provided, however,
that in determining net asset value for the purpose of calculating the Annual Redemption Amount,
the Administrator may value any security which is listed or traded upon a stock exchange (or if more
than one, on the stock exchange in which the security primarily trades, as determined by the
Administrator) by taking the volume weighted average trading price of the security on such
exchange during the last three business days of the month in which the Annual Redemption Date
occurs, or for the first annual redemption, the three business days ending on the Annual Redemption
Date, or lacking any sales during such period or any record thereof, the simple average of the latest



available offer price and the latest available bid price (unless in the opinion of the Administrator
such value does not reflect the value thereof and in which case the fair market value as determined
by the Administrator shall be used), as at the Annual Redemption Date, all as reported by any means
in common use.

“Annual Redemption Date” means, for the first annual redemption, the third business day after the
Reorganization Date, and thereafter, on the second last business day of November in each year.

“Annual Redemption Payment Date” means, for the first annual redemption, on or about the
seventh day subsequent to the Annual Redemption Date, and thereafter, on or before the tenth
business day of the month subsequent to an Annual Redemption Date.

“First Redemption Deposit Date” means the third business day after the Reorganization Date.

“Redemption Notice” means the notice provided to a Depositary Participant by a Beneficial Holder
indicating the intention of such holder to exercise a redemption privilege described in Section 6.25.

(i1) add a new Section 6.25 as follows:
Section 6.25 Redemption of Units

(1) Subject to the Trust’s right to suspend redemptions (as described in Section 6.25(4) below), Trust
Units may be surrendered for redemption in the manner prescribed in this Section 6.25 on the
Annual Redemption Date at a redemption price per Trust Unit equal to the Annual Redemption
Amount.

(2) Payment of the Annual Redemption Amount per Trust Unit redeemed will be made by the Trust
to the Unitholder by payment on the Annual Redemption Payment Date. Any unpaid distribution
payable to Unitholders of record on or before an Annual Redemption Date in respect of Trust Units
tendered for redemption will also be paid on the Annual Redemption Payment Date. All redemption
payments shall be made by wire transfer of immediately available funds or by cheque, drawn on a
Canadian chartered bank or a trust company in lawful money in Canada payable at par to or to the
order of the Unitholder who has surrendered Trust Units for redemption. Payments made by the
Trust of the Annual Redemption Amount are conclusively deemed to have been made upon the
mailing of a cheque in a postage prepaid envelope addressed to the Unitholder unless such cheque is
dishonoured upon presentment. Upon such payment, the Trust shall be discharged from all liability
to the former Unitholder in respect of the Trust Units so redeemed.

(3) Trust Units may be surrendered for redemption by presentation by the Unitholder to the principal
office of the Trust’s registrar and transfer agent of a Redemption Notice in a form acceptable to the
registrar and transfer agent, specifying the number of Trust Units to be redeemed, and if definitive
Trust Unit certificates have been issued therefor, accompanied by such Trust Unit certificates, by no
later than 4:00 p.m. (Toronto time) on the First Redemption Deposit Date, for the first annual
redemption, and thereafter, by no later than 5:00 p.m. (Toronto time) on the date which is the last
business day of the month preceding the Annual Redemption Date, provided however that if the
Trust Units are Book Entry Only Trust Units, a Beneficial Unitholder should comply with Section
7.6 for the redemption of any Trust Units.

(4) The Administrator, on behalf of the Trust, may direct the Trustee to suspend the redemption of

Trust Units or payment of redemption proceeds: (a) for the whole or any part of a period during
which normal trading is suspended on one or more stock exchanges, options exchanges or futures
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exchanges on which more than 50% of the Portfolio (by value) is listed and traded; or (b) for any
period not exceeding 120 days during which the Administrator determines that conditions exist
which render impractical the sale of assets of the Trust or which impair the ability of the
Administrator to determine the value of the assets of the Trust. The suspension may apply to all
requests for redemption received prior to the suspension, but as for which payment has not been
made, as well as to all requests received while the suspension is in effect. In such circumstances, all
Unitholders shall have, and shall be advised that they have, the right to withdraw their requests for
redemption. Redemptions so suspended will be effected at a price determined on the first date that
the net asset value per Trust Unit is calculated following the termination of the suspension. The
suspension shall terminate in any event on the first business day on which the condition giving rise
to the suspension has ceased to exist provided that no other condition under which a suspension is
authorized then exists. To the extent not inconsistent with official rules and regulations promulgated
by any governmental body having jurisdiction over the Trust, any declaration of suspension made by
the Administrator shall be conclusive.

(5) Subject to Section 6.25(4), any and all Trust Units which have been surrendered for redemption
shall be deemed to be outstanding until, but not after, the close of business on the applicable Annual
Redemption Date. From and after the date the Trust Units are surrendered for redemption, such Trust
Units shall cease to be entitled to share in the income or any participation in the assets of the Trust
Units and the Unitholder thereof shall not be entitled to exercise any of the rights of holders of Trust
Units in respect thereof other than the right to be paid the Annual Redemption Amount in respect of
such Units and to receive the amount of all unpaid distributions in respect of such Units which were
payable on or before the applicable Annual Redemption Date, unless payment of the Annual
Redemption Amount or unpaid distributions shall not have been made on the applicable Annual
Redemption Payment Date, or shall have been dishonoured.

(6) The Trustee may, on such date or dates as the Administrator directs, make such designations,
determinations and allocations for tax purposes of amounts or portions of amounts which the Trust
has received, paid, declared payable or allocated to Unitholders as distributions or redemption
proceeds. In addition, on any redemption the Fund may, in its sole discretion, designate payable to
the redeeming Unitholder as part of the redemption price any income or capital gain realized by the
Trust in the taxation year of the Trust in which the redemption occurred.

(ii1) adding a new Section 7.6 as follows:
Section 7.6 Redemption of Trust Units

(a) In order to exercise redemption privileges a Beneficial Holder of Trust Units must deliver a
Redemption Notice to the Depositary Participant through which it holds its Trust Units sufficiently
in advance to allow such Depositary Participant to deliver the Redemption Notice to the Depositary
at its office in the City of Toronto on behalf of the Beneficial Holder, in time for the Depositary to
surrender the Trust Units subject to such Redemption Notice pursuant to Section 6.25(1) by no later
than 4:00 p.m. (Toronto time) on the First Redemption Deposit Date, for the first annual
redemption, and thereafter, by no later than 5:00 p.m. (Toronto time) on the date which is the last
business day of the month preceding the Annual Redemption Date, as applicable.

(b) By causing a Depositary Participant to deliver to the Depositary a Redemption Notice, an owner
shall be deemed to have irrevocably surrendered his Trust Units for redemption and appointed such
Depositary Participant to act as his exclusive settlement agent with respect to the exercise of the
redemption privilege and the receipt of payment in connection with the settlement of obligations
arising from such exercise, provided that the Administrator may from time to time prior to an
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Annual Redemption Date permit the withdrawal of a Redemption Notice on such terms and
conditions as the Administrator may determine, in its sole discretion, provided that in the opinion
of the Administrator such withdrawal will not adversely affect the Trust. Any expense associated
with the preparation and delivery of the Redemption Notice or its withdrawal will be for the
account of the Beneficial Holder exercising the redemption privilege.

(¢) Any Redemption Notice which the Depositary determines to be incomplete, not in proper form
or not duly executed shall for all purposes be void and of no effect and the redemption privilege to
which it relates shall be considered for all purposes not to have been exercised thereby. A failure by
a Depositary Participant to exercise redemption privileges or to give effect to the settlement thereof
in accordance with the Beneficial Holder’s instructions will not give rise to any obligations or
liability on the part of the Trust or the Trustee to the Depositary Participant or Beneficial Holder.

The Trustee is authorized, pursuant to Article 9 of the Declaration, to enter into an administrative
services agreement with Blue Ribbon on terms and conditions that are substantially similar to the
existing Administrative Services Agreement, except that:

(1) the annual administrative fee will be reduced from 1.50% to 0.50% of the Fund’s net asset
value (plus applicable taxes);

(ii) all termination fee provisions will be eliminated, including provisions for payment of two
years of administrative fees after termination and the related payment of reasonable
expenses connected to the termination;

(iii)  the fixed termination date will be removed;

(iv) in addition to certain other termination events which shall remain, the Administrator may be
subject to termination on 90 days written notice upon the passage of a resolution by at least
75% of the votes cast at a meeting of Unitholders consisting of at least two individuals
representing personally or by proxy at least 10% of the Trust Units outstanding; and

W) the Fund shall be authorized to pay a service fee to qualifying dealers equal to 0.40% per
annum of the net asset value of Trust Units held by clients of such dealers, as determined by
Blue Ribbon.

The Trustee is authorized to enter into a new Investment Management Agreement with Bloom
Investment Counsel, Inc. on substantially the same terms as the existing Investment Management
Agreement, except that:

(1) the annual investment management fee will be reduced from 0.65% to 0.50% of the Fund’s
net asset value (plus applicable taxes);

(i1) in addition to certain other existing termination events which shall remain, the Investment
Manager may be terminated at any time on 90 days’ written notice by the Trust on behalf of
the Continuing Fund upon the passage of a resolution by at least 75% of the votes cast at a
meeting of Unitholders consisting of at least two individuals representing personally or by
proxy at least 10% of the Trust Units outstanding;

(iii)  provisions that provide for the personal oversight of M. Paul Bloom over all the activities of

the Investment Manager and requiring the Administrator to approve each employee that
provides services to the Fund will be removed and
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(iv) exclusivity provisions that restrict Bloom from acting as a portfolio manager to any closed
or open-ended mutual fund trust listed on a recognized stock exchange with similar
investment objectives to the Fund and having a portfolio similar to that of the Fund will be
removed.

The Trustee is hereby authorized and directed to further amend the Declaration in the manner
determined necessary or desirable to implement all changes contemplated by the Reorganization,
and to otherwise take all necessary steps to implement the Reorganization including:

(1) to change the name of the Fund to “Blue Ribbon Income Fund”, or such other name as may
be determined by Blue Ribbon;

(ii) to amend the investment objectives and strategy of the Trust by:

D deleting Section 5.1(a) of the Declaration and replacing it with the following:
(1) The investment objectives of the Trust are to:

(a) provide a variable level of monthly cash distributions to Unitholders; and

(b) provide Unitholders with the opportunity to participate in gains in the
value of the investment portfolio.

(II)  deleting Section 1.1(34) of the Declaration and replacing it with the following:

(34) “Portfolio Securities” shall mean units or rights to subscribe for or purchase publicly listed or
traded securities (including installment receipts) issued by income trusts, royalty trusts, real estate
investment trusts, limited partnerships, common equities, convertible debt, preferred securities, and
debt instruments.

(III)  deleting Clause 5.3(1)(a) of the Declaration and replacing it with the following:

(a) except in respect of obligations issued by the Government of Canada or any Province of
Canada, invest 10% or more of the Total Assets of the Trust in the securities of any single issuer or
in securities that are not Portfolio Securities;

(IV)  deleting Clause 5.3(1)(1) of the Declaration and replacing it with the following:

(a) make or hold any investment that would result in Blue Ribbon Income Fund failing to
qualify as a “mutual fund trust” within the meaning of the Tax Act;

(b) invest in the securities of any non-resident corporation or trust or other non-resident entity if
Blue Ribbon Income Fund would be required to include any significant amounts in income
in respect of such securities pursuant to proposed section 94.1 or 94.3 of the Tax Act, or to
mark to market its investment in such securities in accordance with proposed section 94.2 of
the Tax Act, as set forth in the proposed amendments to the Tax Act dealing with foreign
investment entities announced by the Minister of Finance (Canada) on November 9, 2006
(or amendments to such proposals, provisions as enacted into law or successor provisions
thereto);
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(©) invest in securities of a non-resident trust (or in interests in any partnership that holds
interests in such a trust) other than an “exempt foreign trust” as such term is defined in the
proposed amendments to the Tax Act dealing with non-resident trusts announced by the
Minister of Finance (Canada) on November 9, 2006 (or amendments to such proposed
provisions as enacted into law or successor provisions thereto);

(d) make or hold any investment that is a “tax shelter investment” for purposes of section 143.2
of the Tax Act;

(ii1) delete the mandatory unit purchase provisions contained in Section 6.24 of the Declaration;
(iv) amend the termination provisions of the Trust by:
()] deleting Section 1.1(43) of the Declaration and replacing it with the following:

(43) “Termination Date” shall mean the earliest of the dates specified in Clause 14.1(1), Clause
14.1(2) or Clause 14.1(3).

(I)  deleting Section 14.1 “Termination of the Trust” and replacing it with the following:
Section 14.1 Termination of the Trust

(1) The Trust shall continue until the date specified in a resolution by at least 75% of the votes cast
at a meeting of Unitholders consisting of at least two individuals representing personally or by
proxy at least 10% of the Trust Units outstanding.

(2) Notwithstanding Section 14.1(1) or any other provision hereof, in the event that the
Administrator resigns and no new Administrator is appointed by the Trustee within 120 days of the
Administrator giving notice to the Trustee of such resignation, the Trust will automatically
terminate on the date which is 60 days following the end of such 120 day period.

(3) Notwithstanding Section 14.1(1) or any other provision hereof, the Administrator may, in its
discretion, terminate the Trust without the approval of Unitholders if, in its opinion, it would be in
the best interests of the Unitholder.

(4) The Administrator may, in its discretion and upon not less than 30 days’ prior written notice to
the Unitholders, postpone the Termination Date by a period of up to 180 days if the Investment
Manager advises the Administrator that the Investment Manager will be unable to convert all of the
Portfolio to cash prior to the original Termination Date and the Administrator determines it would
be in the best interests of the Unitholders to do so.

(5) Prior to the Termination Date, the Trustee shall proceed to wind up the affairs of the Trust and
may fulfil or discharge the contracts of the Trust, collect the Trust’s assets, sell, convey, assign,
exchange, transfer or otherwise dispose of all or any part of the remaining Trust Property to one or
more Persons at public or private sale for consideration which may consist in whole or in part of
cash, securities or other property of any kind, discharge or pay its liabilities, and do all other acts
appropriate to liquidate its affairs. The Trustee shall sell and convert into money the Trust Property
and after paying, retiring or providing for the payment of all known liabilities and obligations of the
Trust, and providing for indemnity against any other outstanding liabilities and obligations, the
Trustee shall divide the proceeds of sale, and any portion of the Trust Property not sold in
connection with such termination, among the Unitholders rateably according to the respective
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number of Trust Units held by them. In making any sale under this provision, the Trustee shall have
the power to sell by public auction or by private contract and to buy in or rescind or vary any
contract of sale and to resell without being answerable for loss and, for said purposes, to do all
things, including the execution and delivery of documents, as may be shown to be in its judgment
necessary or desirable in connection therewith. The powers of sale and all other powers herein
given to the Trustee shall continue as to all property at any time remaining in its hands or
ownership, even though the time fixed for distribution of Trust Property may have passed. Any
securities or other Trust Property the liquidation of which is not practicable or in respect of which
the Administrator considers liquidation not to be appropriate prior to the Termination Date shall be
distributed to Unitholders in specie.

(6) To the extent that the affairs of the Trust have not been completely wound up and all of the
Trust Property distributed to Unitholders on or prior to the Termination Date, this Declaration of
Trust shall continue in force and effect to the extent necessary or desirable to permit the Trustee to
complete the winding up of the affairs of the Fund and distribute the remaining Fund Property to
Unitholders as soon as practicable and, in such event, the Trustee shall carry on no activities on
behalf of the Trust except for the purpose of winding up the affairs of the Trust.

(v) add a limit on the Trust’s ability to delist from the Toronto Stock Exchange by:
D adding a new Section 6.26 as follows:
Section 6.26 Delisting from the Toronto Stock Exchange

The Trustee shall not delist Trust Units from the Toronto Stock Exchange (or its successor)
unless the delisting is approved by the Unitholders pursuant to Section 12.3, except where
the Trust is being terminated pursuant to Section 14.1 or it ceases to meet the listing criteria
of such exchange.

(I)  adding a new Clause 12.3(1)(k) as follows:

(k) any proposal to delist the Trust Units from the Toronto Stock Exchange (or its
successor), except where the Trust is being terminated pursuant to Section 14.1 or it ceases
to meet the listing criteria thereof;

(vi)  delete the definition of “Permitted Merger” in Subsection 1.1(31) and “Permitted Mergers”
in Section 9.10 of the Declaration, as well as all further consequential references to
“Permitted Mergers” throughout the Declaration;

(vii) add the following sentence to the end of Subsection 6.3(1):

Trust Units may not be issued for net proceeds per Trust Unit less than the most recently
calculated net asset value per Trust Unit prior to the date of the setting of the  subscription
price by the Trust.

(viii) change the terms of the distribution reinvestment plan contemplated in Section 8.4 to
provide that such plan may be made available by the Trust in its sole discretion by deleting
the word “will” where it appears in the first line of Section 8.4(1) and replacing it with the
word “may”’; and
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(ix)  make all other amendments necessary, including as a consequence of heretofore described
amendments, in order to implement the Reorganization.

The Trustee and the Administrator are each hereby authorized and directed to execute on behalf of
the Fund and to deliver and to cause to be delivered, all such documents, agreements, instruments
and tax elections and designations and to do or cause to be done all such other acts and things as it
shall determine to be necessary or desirable in order to forthwith and without delay carry out the
intent of the foregoing resolutions and the matters authorized thereby, such determination to be
conclusively evidenced by the execution and delivery of such document, agreement, instrument or
tax election or designation or the doing of any such act or thing.



MERGER RESOLUTION

CITADEL DIVERSIFIED INVESTMENT TRUST

The Unitholders shall consider, and if thought fit, pass a resolution pursuant to s.12.3 of the
declaration of trust dated July 17, 1997 and amended and restated September 14, 2005 (the “Declaration”),
approving the merger of the Fund and Series S-1 Income Fund, all on the basis described in the Circular to
which this resolution is attached. All capitalized terms not otherwise defined in this resolution have the
meanings ascribed thereto in the Declaration.

Be it resolved that:

1. The Declaration is hereby amended to permit the steps required or desirable to be taken to
implement the merger (the “Merger”) of the Fund and Series S-1 (as herein defined) into a single
Continuing Fund (as herein defined) by:

(1) adding to Section 1.1 the following definitions:

“Series S-1” means Series S-1 Income Fund, where, the unitholders of such fund have approved
the appointment of Blue Ribbon Fund Management Ltd. as Administrator and a merger of such
fund and the Continuing Fund.

“Continuing Fund” means the Trust.

“Exchange Ratio” means for Series S-1 the number equal to: (i) the net asset value per unit of
Series S-1 (calculated in accordance with the provisions of its declaration of trust) as at the close of
trading on the Toronto Stock Exchange on the business day prior to the Merger Date, divided by
(i1) the net asset value per Trust Unit as at the close of trading on the Toronto Stock Exchange on
the business day prior to the Merger Date with each net asset value adjusted for unrecorded
declared distributions.

“Merger Date” means such date as may be determined by the Trustee, in consultation with the
Administrator.

“Merger Transfer” means the transfer of all of the property, assets and liabilities of Series S-1 to
the Continuing Fund on the Merger Date, in each case in exchange for units of the Continuing Fund
equal to the number of units of each such Citadel Fund outstanding as at 4:00 p.m. (Toronto time)
on the Merger Date (or such other time on the Merger Date as may be determined by the Trustee)
multiplied by its relevant Exchange Ratio.

(i1) adding a new Section 4.25 as follows:
Section 4.25 Merger Transfer

Notwithstanding any other provisions hereof, the Trustee shall have the power to effect the Merger
Transfer on the Merger Date, including issuing to Series S-1 such number of Trust Units equal to
that number of units of Series S-1 outstanding as at 4:00 p.m. (Toronto time) on the Merger Date
(or such other time on the Merger Date as may be determined by the Administrator) multiplied by
the relevant Exchange Ratio and the Trustee and the Administrator shall be authorized and are



hereby directed to take such steps and to execute such instruments as may be necessary or desirable

to do so.

The Trustee and the Administrator are each hereby authorized and directed to execute on behalf of
the Fund and to deliver and to cause to be delivered, all such documents, agreements, instruments
and tax elections and designations and to do or cause to be done all such other acts and things as it
shall determine to be necessary or desirable in order to forthwith and without delay carry out the
intent of the foregoing resolutions and the matters authorized thereby, such determination to be
conclusively evidenced by the execution and delivery of such document, agreement, instrument or

tax election or designation or the doing of any such act or thing.



REORGANIZATION RESOLUTION

SERIES S-1 INCOME FUND

The Unitholders shall consider, and if thought fit, pass a resolution pursuant to s.12.3 of the
declaration of trust dated April 17, 2003 and amended and restated September 14, 2005 (the “Declaration”),
approving the Reorganization of the Fund, all on the basis described in the special meeting circular to which
this resolution is attached. For the purposes of this Resolution, the term “Reorganization Date” means the
date upon which Unitholders of the Fund approve this Resolution. All capitalized terms not otherwise
defined in this resolution have the meanings ascribed thereto in the Declaration.

Be it resolved that:

1. In accordance with s. 12.3(1)(d) of the Declaration, Valiant Trust Company shall be removed as
such and Computershare Trust Company of Canada appointed as trustee of the Fund, effective as
soon as practicable.

2. The trustee of the Fund (the “Trustee”) is authorized and directed, pursuant to s. 12.3(1)(a) of the
Declaration, to terminate the Fund’s current Administrative Services Agreement, in accordance with
s. 13.1(a) of the Administrative Services Agreement, effective as soon as practicable, and to deliver
a notice of termination forthwith.

3. The Trustee is authorized and directed, pursuant to s. 9.4(4) of the Declaration, to forthwith appoint
Blue Ribbon Fund Management Ltd. (“Blue Ribbon”) as the administrator of the Fund (the
“Administrator”) effective as soon as practicable, and such appointment is hereby approved,
confirmed and ratified.

4. The Declaration is hereby amended by deleting Section 1.1(7) thereof and replacing it with the
following:

(7) “business day” shall mean any day other than a Saturday, Sunday or a statutory holiday in
Toronto, Ontario or any other day on which the Toronto Stock Exchange is not open for trading.

5. The Declaration of Trust is hereby amended to create an annual redemption right for Unitholders
by:
(1) adding to Section 1.1 the following definitions:

“Annual Redemption Amount” means a redemption price per Trust Unit surrendered for
redemption on the Annual Redemption Date that is equal to 100% of net asset value per Trust Unit
minus costs associated directly with the redemption, including brokerage costs, provided, however,
that in determining net asset value for the purpose of calculating the Annual Redemption Amount,
the Administrator may value any security which is listed or traded upon a stock exchange (or if
more than one, on the stock exchange in which the security primarily trades, as determined by the
Administrator) by taking the volume weighted average trading price of the security on such
exchange during the last three business days of the month in which the Annual Redemption Date
occurs, or for the first annual redemption, the last three business days ending on the Annual
Redemption Date, or lacking any sales during such period or any record thereof, the simple average
of the latest available offer price and the latest available bid price (unless in the opinion of the
Administrator such value does not reflect the value thereof and in which case the fair market value
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as determined by the Administrator shall be used), as at the Annual Redemption Date, all as
reported by any means in common use.

“Annual Redemption Date” means, for the first annual redemption, the third business day after
the Reorganization Date, and thereafter, on the second last business day of November in each year.

“Annual Redemption Payment Date” means for the first annual redemption, on or about the
seventh day subsequent to the first Annual Redemption Date, and thereafter, on or before the tenth
business day of the month subsequent to an Annual Redemption Date.

“First Redemption Deposit Date” means the third business day after the Reorganization Date.

“Redemption Notice” means the notice provided to a Depositary Participant by a Beneficial
Holder indicating the intention of such holder to exercise a redemption privilege described in
Section 6.25.

(i1) add a new Section 6.25 as follows:
Section 6.25 Redemption of Units

(1) Subject to the Trust’s right to suspend redemptions as described in Section 6.25(4) below, Trust
Units may be surrendered for redemption in the manner in this Section 6.25 on the Annual
Redemption Date at a redemption price per Trust Unit equal to the Annual Redemption Amount.

(2) Payment of the Annual Redemption Amount per Trust Unit redeemed will be made by the Trust
to the Unitholder by payment on the Annual Redemption Payment Date. Any unpaid distribution
payable to Unitholders of record on or before an Annual Redemption Date in respect of Trust Units
tendered for redemption will also be paid on the Annual Redemption Payment Date. All
redemption payments shall be made by wire transfer of immediately available funds or by cheque,
drawn on a Canadian chartered bank or a trust company in lawful money in Canada payable at par
to or to the order of the Unitholder who has surrendered Trust Units for redemption. Payments
made by the Trust of the Annual Redemption Amount are conclusively deemed to have been made
upon the mailing of a cheque in a postage prepaid envelope addressed to the Unitholder unless such
cheque is dishonoured upon presentment. Upon such payment, the Trust shall be discharged from
all liability to the former Unitholder in respect of the Trust Units so redeemed.

(3) Trust Units may be surrendered for redemption by presentation by the Unitholder to the
principal office of the Trust’s registrar and transfer agent of a Redemption Notice in a form
acceptable to the registrar and transfer agent, specifying the number of Trust Units to be redeemed,
and if definitive Trust Unit certificates have been issued therefor, accompanied by such Trust Unit
certificates, by no later than 4:00 p.m. (Toronto time) on the First Redemption Deposit Date, for the
first annual redemption, and thereafter, by no later than 5:00 p.m. (Toronto time) on the date which
is the last business day of the month preceding the Annual Redemption Date, provided however
that if the Trust Units are Book Entry Only Trust Units, a Beneficial Unitholder should comply
with Section 7.6 for the redemption of any Trust Units.

(4) The Administrator, on behalf of the Trust, may direct the Trustee to suspend the redemption of
Trust Units or payment of redemption proceeds: (a) for the whole or any part of a period during
which normal trading is suspended on one or more stock exchanges, options exchanges or futures
exchanges on which more than 50% of the Portfolio (by value) is listed and traded; or (b) for any
period not exceeding 120 days during which the Administrator determines that conditions exist
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which render impractical the sale of assets of the Trust or which impair the ability of the
Administrator to determine the value of the assets of the Trust. The suspension may apply to all
requests for redemption received prior to the suspension, but as for which payment has not been
made, as well as to all requests received while the suspension is in effect. In such circumstances, all
Unitholders shall have, and shall be advised that they have, the right to withdraw their requests for
redemption. Redemptions so suspended will be effected at a price determined on the first date that
the net asset value per Trust Unit is calculated following the termination of the suspension. The
suspension shall terminate in any event on the first business day on which the condition giving rise
to the suspension has ceased to exist provided that no other condition under which a suspension is
authorized then exists. To the extent not inconsistent with official rules and regulations
promulgated by any governmental body having jurisdiction over the Trust, any declaration of
suspension made by the Administrator shall be conclusive.

(5) Subject to Section 6.25(4), any and all Trust Units which have been surrendered for redemption
shall be deemed to be outstanding until, but not after, the close of business on the applicable
Annual Redemption Date. From and after the date the Trust Units are surrendered for redemption,
such Trust Units shall cease to be entitled to share in the income or any participation in the assets of
the Trust Units and the Unitholder thereof shall not be entitled to exercise any of the rights of
holders of Trust Units in respect thereof other than the right to be paid the Annual Redemption
Amount in respect of such Trust Units and to receive the amount of all unpaid distributions in
respect of such Trust Units which were payable on or before the applicable Annual Redemption
Date, unless payment of the Annual Redemption Amount or unpaid distributions shall not have
been made on the applicable Annual Redemption Payment Date, or shall have been dishonoured.

(6) The Trustee may, on such date or dates as the Administrator directs, make such designations,
determinations and allocations for tax purposes of amounts or portions of amounts which the Trust
has received, paid, declared payable or allocated to Unitholders as distributions or redemption
proceeds. In addition, on any redemption the Fund may, in its sole discretion, designate payable to
the redeeming Unitholder as part of the redemption price any income or capital gain realized by the
Trust in the taxation year of the Trust in which the redemption occurred.

(ii1) adding a new Section 7.6 as follows:
Section 7.6 Redemption of Trust Units

(a) In order to exercise redemption privileges a Beneficial Holder of Trust Units must deliver a
Redemption Notice, to the Depositary Participant through which it holds its Trust Units sufficiently
in advance to allow such Depositary Participant to deliver the Redemption Notice to the Depositary
at its office in the City of Toronto on behalf of the Beneficial Holder, in time for the Depositary to
surrender the Trust Units subject to such Redemption Notice pursuant to Section 6.25(1) by no later
than 4:00 p.m. (Toronto time) on the First Redemption Deposit Date, for the first annual
redemption, and thereafter, by no later than 5:00 p.m. (Toronto time) on the date which is the last
business day of the month preceding the Annual Redemption Date, as applicable.

(b) By causing a Depositary Participant to deliver to the Depositary a Redemption Notice, an owner
shall be deemed to have irrevocably surrendered his Trust Units for redemption and appointed such
Depositary Participant to act as his exclusive settlement agent with respect to the exercise of the
redemption privilege and the receipt of payment in connection with the settlement of obligations
arising from such exercise, provided that the Administrator may from time to time prior to an
Annual Redemption Date permit the withdrawal of a Redemption Notice on such terms and
conditions as the Administrator may determine, in its sole discretion, provided that in the opinion
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of the Administrator such withdrawal will not adversely affect the Trust. Any expense associated
with the preparation and delivery of the Redemption Notice or its withdrawal will be for the
account of the Beneficial Holder exercising the redemption privilege.

(c) Any Redemption Notice which the Depositary determines to be incomplete, not in proper form
or not duly executed shall for all purposes be void and of no effect and the redemption privilege to
which it relates shall be considered for all purposes not to have been exercised thereby. A failure by
a Depositary Participant to exercise redemption privileges or to give effect to the settlement thereof
in accordance with the Beneficial Holder’s instructions will not give rise to any obligations or
liability on the part of the Trust or the Trustee to the Depositary Participant or Beneficial Holder.

The Trustee is authorized, pursuant to Article 9 of the Declaration, to enter into an administrative
services agreement with Blue Ribbon on terms and conditions that are substantially similar to the
existing Administrative Services Agreement, except that:

(1) the annual administrative fee will be reduced from 0.55% to 0.50% of the Fund’s net asset
value (plus applicable taxes);

(i1) all fee deferral provisions for payment of the administrative fee will be eliminated;

(i11) all termination fee provisions will be eliminated, including provisions for payment of two
years of administrative fees after termination and the payment of reasonable expenses
connected to the termination;

(iv) the fixed termination date will be removed; and

v) in addition to certain other termination events which shall remain, the Administrator will be
subject to termination on 90 days written notice upon the passage of a resolution by at least
75% of the votes cast at a meeting of Unitholders consisting of at least two individuals
representing personally or by proxy at least 10% of the Trust Units outstanding.

The Trustee is authorized to enter into a new Investment Management Agreement with Bloom
Investment Counsel, Inc. on substantially the same terms as the existing Investment Management
Agreement, except that:

(1) the annual investment management fee will be reduced from 0.55% to 0.50% of the Fund’s
net asset value (plus applicable taxes);

(i1) in addition to certain other existing termination events which shall remain, the Investment
Manager may be terminated at any time on 90 days’ written notice by the Trust on behalf of
the Continuing Fund upon the passage of a resolution by at least 75% of the votes cast at a
meeting of Unitholders consisting of at least two individuals representing personally or by
proxy at least 10% of the Trust Units outstanding;

(iii)  provisions that provide for the personal oversight of M. Paul Bloom over all the activities of
the Investment Manager and requiring the Administrator to approve each employee that
provides services to the Fund will be removed; and

@iv) exclusivity provisions that restrict Bloom from acting as a portfolio manager to any closed
or open-ended mutual fund trust listed on a recognized stock exchange with similar
investment objectives to the Fund and having a portfolio similar to that of the Fund will be
removed.
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The Trustee is hereby authorized and directed to further amend the Declaration in the manner
determined necessary or desirable to implement all changes contemplated by the Reorganization and
to otherwise take all steps necessary to implement the Reorganization, including:

(1) to amend the investment objectives and strategy of the Trust by:

D deleting Subsection 5.1(a) of the Declaration and replacing it with the following:
Section 5.1 Investment Objectives

(1) The investment objectives of the Trust are to:

(a) provide a variable level of monthly cash distributions to Unitholders; and

(b) provide Unitholders with the opportunity to participate in gains in the value of the
investment portfolio.

(I)  deleting Subsection 1.1(39) of the Declaration and replacing it with the following:

(39) “Portfolio Securities” shall mean units or rights to subscribe for or purchase publicly listed or
traded securities (including installment receipts) issued by income trusts, royalty trusts, real estate
investment trusts, limited partnerships, common equities, convertible debt, preferred securities, and
debt instruments.

(IIT)  delete Clause 5.2(1) of the Declaration and replace it with the following:

(1) The Trust shall invest its assets in a portfolio comprised of Portfolio Securities and having a
weighting among the various classes of securities comprising the Portfolio Securities as the
Investment Manager shall from time to time determine in its sole discretion.

(IV)  deleting Clause 5.3(1)(a) of the Declaration.
(V)  deleting Clause 5.3(1)(b) of the Declaration and replacing it with the following:

(b) except in respect of obligations issued by the Government of Canada or any Province of
Canada, invest 10% or more of the Total Assets of the Trust in the securities of any single issuer or
in securities that are not Portfolio Securities;

(VD) in Clause 5.3(1)(c) increasing the referenced percentage of Total Assets from “10%” to
“25%”.

(VII) deleting Clause 5.3(1)(1) of the Declaration and replacing it with the following:

Q) make or hold any investment that would result in Blue Ribbon Income Fund failing to
qualify as a “mutual fund trust” within the meaning of the Tax Act;

(m) invest in the securities of any non-resident corporation or trust or other non-resident entity if
Blue Ribbon Income Fund would be required to include any significant amounts in income
in respect of such securities pursuant to proposed section 94.1 or 94.3 of the Tax Act, or to
mark to market its investment in such securities in accordance with proposed section 94.2 of
the Tax Act, as set forth in the proposed amendments to the Tax Act dealing with foreign
investment entities announced by the Minister of Finance (Canada) on November 9, 2006
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(or amendments to such proposals, provisions as enacted into law or successor provisions
thereto);

(n) invest in securities of a non-resident trust (or in interests in any partnership that holds
interests in such a trust) other than an “exempt foreign trust” as such term is defined in the
proposed amendments to the Tax Act dealing with non-resident trusts announced by the
Minister of Finance (Canada) on November 9, 2006 (or amendments to such proposed
provisions as enacted into law or successor provisions thereto);

(o) make or hold any investment that is a “tax shelter investment” for purposes of section 143.2
of the Tax Act;
(i1) delete the mandatory unit purchase obligations contained in Section 6.24 of the Declaration;

(iii) amend the termination provisions of the Trust by:
D deleting Subsection 1.1(53) of the Declaration and replacing it with the following:
Section 1.1 Definitions

(53) “Termination Date” shall mean the earliest of the dates specified in Clause 14.1(1), Clause
14.1(2) or Clause 14.1(3).

(II)  deleting Section 14.1 “Termination of the Trust” and replacing it with the following:
Section 14.1 Termination of the Trust

(1) The Trust shall continue until the date specified in a resolution by at least 75% of the votes cast
at a meeting of Unitholders consisting of at least two individuals representing personally or by
proxy at least 10% of the Trust Units outstanding.

(2) Notwithstanding Section 14.1(1) or any other provision hereof, in the event that the
Administrator resigns and no new Administrator is appointed by the Trustee within 120 days of the
Administrator giving notice to the Trustee of such resignation, the Trust will automatically
terminate on the date which is 60 days following the end of such 120 day period.

(3) Notwithstanding Section 14.1(1) or any other provision hereof, the Administrator may, in its
discretion, terminate the Trust without the approval of Unitholders if, in its opinion, it would be in
the best interests of the Unitholder.

(4) The Administrator may, in its discretion and upon not less than 30 days’ prior written notice to
the Unitholders, postpone the Termination Date by a period of up to 180 days if the Investment
Manager advises the Administrator that the Investment Manager will be unable to convert all of the
Portfolio to cash prior to the original Termination Date and the Administrator determines it would
be in the best interests of the Unitholders to do so.

(5) Prior to the Termination Date, the Trustee shall proceed to wind up the affairs of the Trust and
may fulfill or discharge the contracts of the Trust, collect the Trust’s assets, sell, convey, assign,
exchange, transfer or otherwise dispose of all or any part of the remaining Trust Property to one or
more Persons at public or private sale for consideration which may consist in whole or in part of
cash, securities or other property of any kind, discharge or pay its liabilities, and do all other acts
appropriate to liquidate its affairs. The Trustee shall sell and convert into money the Trust Property
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and after paying, retiring or providing for the payment of all known liabilities and obligations of the
Trust, and providing for indemnity against any other outstanding liabilities and obligations, the
Trustee shall divide the proceeds of sale, and any portion of the Trust Property not sold in
connection with such termination, among the Unitholders rateably according to the respective
number of Trust Units held by them. In making any sale under this provision, the Trustee shall have
the power to sell by public auction or by private contract and to buy in or rescind or vary any
contract of sale and to resell without being answerable for loss and, for said purposes, to do all
things, including the execution and delivery of documents, as may be shown to be in its judgment
necessary or desirable in connection therewith. The powers of sale and all other powers herein
given to the Trustee shall continue as to all property at any time remaining in its hands or
ownership, even though the time fixed for distribution of Trust Property may have passed. Any
securities or other Trust Property the liquidation of which is not practicable or in respect of which
the Administrator considers liquidation not to be appropriate prior to the Termination Date shall be
distributed to Unitholders in specie.

(6) To the extent that the affairs of the Trust have not been completely wound up and all of the
Trust Property distributed to Unitholders on or prior to the Termination Date, this Declaration of
Trust shall continue in force and effect to the extent necessary or desirable to permit the Trustee to
complete the winding up of the affairs of the Fund and distribute the remaining Fund Property to
Unitholders as soon as practicable and, in such event, the Trustee shall carry on no activities on
behalf of the Trust except for the purpose of winding up the affairs of the Trust.

(iv) delete Section 2.2 and replace it with the following:
Section 2.2 Situs and Head Office

The situs of the Trust shall be the Province of Ontario, Canada and the head office and residence of
the Trust shall be in the City of Toronto, in the Province of Ontario, Canada.

W) add a limit on the Trust’s ability to delist from the Toronto Stock Exchange by:

q)) adding a new Section 6.27 as follows:

Section 6.27 Delisting from the Toronto Stock Exchange

The Trustee shall not delist Trust Units from the Toronto Stock Exchange (or its successor) unless

the delisting is approved by the Unitholders pursuant to Section 12.3, except where the Trust is

being terminated pursuant to Section 14.1 or it ceases to meet the listing criteria thereof.

(I)  adding a new Clause 12.3(1)(n) as follows:

(1) any proposal to delist the Trust Units from the Toronto Stock Exchange (or its successor),

except where the Trust is being terminated pursuant to Section 14.1 or it ceases to meet the listing

criteria thereof.

(vi) delete the definition of “Permitted Merger” in Subsection 1.1(34) and “Permitted Mergers”
in Section 9.11 of the Declaration, as well as all further consequential references to

“Permitted Mergers” throughout the Declaration;

(vii)  add the following sentence to the end of Subsection 6.3(1):
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10.

(viii)  Trust Units may not be issued for net proceeds per Trust Unit less than the most recently
calculated net asset value per Trust Unit prior to the date of the setting of the subscription
price by the Trust.

(ix)  make all other amendments necessary, including as a consequence of heretofore described
amendments, in order to implement the Reorganization.

If unitholders of Citadel Diversified Income Trust do not approve its reorganization resolution, the
Trustee is hereby authorized and directed to further amend the Declaration to change the name of
the Fund to “Blue Ribbon Income Fund”, or such other name as may be determined by Blue
Ribbon;

The Trustee and the Administrator are each hereby authorized and directed to execute on behalf of
the Trust and to deliver and to cause to be delivered, all such documents, agreements, instruments
and tax elections and designations and to do or cause to be done all such other acts and things as it
shall determine to be necessary or desirable in order to forthwith and without delay carry out the
intent of the foregoing resolutions and the matters authorized thereby, such determination to be
conclusively evidenced by the execution and delivery of such document, agreement, instrument or
tax election or designation or the doing of any such act or thing.



MERGER RESOLUTION

SERIES S-1 INCOME FUND

The Unitholders shall consider, and if thought fit, pass a resolution pursuant to s.12.3 of the
declaration of trust dated April 17, 2003 and amended and restated September 14, 2005 (the “Declaration”),
approving the merger of the Fund and Citadel Diversified Investment Trust, all on the basis described in the
special meeting circular to which this resolution is attached. All capitalized terms not otherwise defined in
this resolution have the meanings ascribed thereto in the Declaration.

Be it resolved that:

1. The Declaration is hereby amended to permit the steps required or desirable to be taken to
implement the merger (the “Merger”) of the Fund and the Citadel Diversified Investment Trust
into a single Continuing Fund (as herein defined) by:

(1) adding to Section 1.1 the following definitions:

“Continuing Fund” means Citadel Diversified Investment Trust, subject to unitholders of Citadel
Diversified Investment Trust having approved its reorganization resolution and its merger
resolution.

“Exchange Ratio” means for the Fund the number equal to: (i) the net asset value per unit of the
Fund (calculated in accordance with the provisions of the Declaration) as at the close of trading on
the Toronto Stock Exchange on the business day prior to the Merger Date, divided by (ii) the net
asset value per unit of the Continuing Fund (calculated in accordance with the provisions of its
declaration of trust) as at the close of trading on the Toronto Stock Exchange on the business day
prior to the Merger Date with each net asset value adjusted for unrecorded declared distributions.

“Merger Date” means such date as may be determined by the Trustee, in consultation with the
Administrator.

“Merger Transfer” means the transfer of all of the property, assets and liabilities of the Fund to
the Continuing Fund on the Merger Date, in each case in exchange for units of the Continuing Fund
equal to the number of units of the Fund outstanding as at 4:00 p.m. (Toronto time) on the Merger
Date (or such other time on the Merger Date as may be determined by the Trustee) multiplied by its
relevant Exchange Ratio.

(i1) adding a new Section 4.26 as follows:
Section 4.26 Merger Transfer

Notwithstanding any other provisions hereof, the Trustee shall have the power to
effect the Merger Transfer on the Merger Date, including, (a) the transfer of all the property, assets
and liabilities of the Trust in exchange for units of the Continuing Fund equal to that number of
Trust Units outstanding as at 4:00 p.m. (Toronto time) on the Merger Date (or such other time on
the Merger Date as may be determined by the Trustee) multiplied by the relevant Exchange Ratio,
(b) the automatic redemption of the Trust Units and the distribution of units of the Continuing Fund
in exchange for the redeemed Trust Units, and (c) the subsequent termination of the Trust without
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further notice to Unitholders. The Trustee and the Administrator shall be authorized to take such
steps and to execute such instruments as may be necessary or desirable to do so.

The Trustee and the Administrator are each hereby authorized and directed to execute on behalf of
the Trust and to deliver and to cause to be delivered, all such documents, agreements, instruments
and tax elections and designations and to do or cause to be done all such other acts and things as it
shall determine to be necessary or desirable in order to forthwith and without delay carry out the
intent of the foregoing resolutions and the matters authorized thereby, such determination to be
conclusively evidenced by the execution and delivery of such document, agreement, instrument or
tax election or designation or the doing of any such act or thing.
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