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Forward Looking Statements and Important Information
This presentation may contain certain forward-looking statements regarding future circumstances. These forward-
looking statements are based upon the Fund’s current expectations and assumptions and are subject to various risks
and uncertainties that could cause actual results to differ materially from those contemplated in such forward-looking
statements, including, in particular, the risks and uncertainties described in the Fund’s filings with the Securities and
Exchange Commission. Actual results, events, and performance may differ. Readers are cautioned not to place undue

reliance on these forward-looking statements, which speak only as to the date hereof. The Fund undertakes no
obligation to release publicly any revisions to these forward-looking statements that may be made to reflect events or

circumstances after the date hereof or to reflect the occurrence of unanticipated events. The inclusion of any
statement in this letter does not constitute an admission by the Fund or any other person that the events or

circumstances described in such statements are material.
Important Information

The Fund filed a definitive proxy statement concerning the 2010 Annual Meeting of Stockholders with the United
States

Securities and Exchange Commission (“SEC”) on April 12, 2010. The Fund has also filed other relevant documents
with the SEC. The Fund advises stockholders to read the definitive proxy statement, as well as the other relevant
documents filed with the SEC, because they contain important information about the election of directors and any

other
matters to be presented at the 2010 Annual Meeting of Stockholders. Stockholders may obtain free copies of the

definitive proxy statement and the other documents the Fund files with the SEC at the SEC’s website at www.sec.gov.
They may also access a copy of the Fund’s definitive proxy statement by accessing www.equuscap.com. In addition,
stockholders may obtain a free copy of the definitive proxy statement and other related documents by contacting

Georgeson Inc. by telephone toll-free at 866-821-2606 (banks and brokerage firms should call 212-440-9800), or by
email at equus@georgeson.com.

The Fund, its directors, some of its executive officers and certain other of its employees are participants in the
solicitation of proxies in respect of the matters to be considered at the 2010 Annual Meeting of Stockholders.

Information about the participants is set forth in the definitive proxy statement. Information about the participants’
direct

or indirect interests in the matters to be considered at the annual meeting is also contained in the proxy statement
referred to above.
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3
Agenda

§ Introduction: Developments since Fall 2009
§ Why We Are Here

§ History of Sam & Paula Douglass’ Control of Equus
§ Discount to Net Asset Value Over Last Ten Years

§ New Dynamic Leadership: Equus Director Nominees
§ Numerous Douglass Slate Conflicts and Issues

§ A New Direction
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4
Introduction: Developments since Fall 2009

§ Equus Total Return, Inc. (“Equus”, the “Fund”) is a NYSE-Listed business development company that seeks
 to invest primarily in private companies pursuing growth through acquisitions or organically, leveraged

 buyouts, recapitalizations, or special situations.
§ Versatile Systems Inc. (“Versatile”), currently the Fund’s largest shareholder with 822,031 shares, or 9.28%
 of Equus stock, established its position in the fall of 2009; began discussions with then CEO about steps to

 increase shareholder value.

§ As a result of poor performance of the Fund and a series of write-downs, Versatile initiated a dialogue with
 the Board, beginning in January 2010, to help chart a new course of action for Equus.

 § On November 6, 2009, Equus announced a $6.4 million write-down
 § On February 16, 2010, Equus announced a $13.8 million write-down

§ Versatile offered to contribute the services of its highly qualified principals to assist Equus in increasing its
 investment reach, access to deal flow and capital, as well as execution capability and management

 expertise. A minority of four Equus directors were supportive of Versatile’s involvement.
§ In January 2010, a five member majority of the Equus Board led by its founder, Sam Douglass, rejected
 overtures of Versatile and created an “executive committee” that assumed the powers of the Fund’s chief

 executive and excluded those directors that were supportive of Versatile.
§ Following several weeks of discussions and meetings with representatives of Versatile (including meetings
 and discussions with William Hankinson, a member of the executive committee and chairman of the Fund’s
 nominating committee), a majority of the Fund’s directors nominated four representatives of Versatile to the

 Equus Board.
§ The four new nominees are all directors of Versatile, a public company listed in Canada and the United
 Kingdom. As such, they have been fully vetted by the regulatory authorities in Canada and the UK.
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5
Why We Are Here

§ Sam Douglass (the founder of the Fund) and his wife, Paula Douglass (a former officer of the Fund)
 are running a full dissident slate to regain control of the Fund.*

§ Sam and Paula Douglass have been officers or directors of the Fund since its inception.
§ One or both of the Douglasses approved all of the Fund’s present investments, including those

 which have performed poorly.
§ In June 2005, Sam Douglass sold Equus Capital Management Company (“ECMC”), then the Fund’s
 investment advisor, to the parent company of Moore Clayton Capital Advisors (“MCCA”), which was

 thereupon appointed as the Fund’s new investment advisor.
§ Under the terms of the sale of ECMC, two trusts controlled by Sam Douglass were entitled to

 receive $6 million in installment payments and Sam and Paula Douglass were appointed as officers,
 directors and employees of MCCA.

§ As employees of MCCA, Sam and Paula Douglass received more than $1.6 million in salary and
 bonus.

§ When MCCA’s appointment as the Fund’s investment advisor was terminated in 2009, Sam and
 Paula were no longer entitled to salary, bonus, or installment payments.

§ We believe Sam and Paula Douglass have initiated the proxy fight to regain control of Equus for
 their personal benefit and to renew their income stream lost from the termination of MCCA as the

 Fund’s investment advisor.
* Equus has a declassified board - all nine seats are up for annual election at the May 12th Annual Meeting.
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6
History of Sam & Paula Douglass’ Control of Equus

1980 - Sam Douglass becomes
Chairman of the Board and CEO
of Equus Capital Management
Corporation (“ECMC”), the Fund’s
former investment advisor.
ECMC is 80% owned by two
trusts controlled by Sam

Douglass (“Douglass Trusts”)
1983 - The Fund

begins its
operations.

1991 - The Fund
becomes a publically
traded closed-end
fund. Sam Douglass
appointed Chairman

and CEO.
1992 - Paula

Douglass appointed
an officer and

director of ECMC.
June 30 - The

Fund entered into
a new investment

advisory
agreement with
Moore Clayton
Capital Advisors,
Inc (“MCAA”)
upon the sale of
ECMC to MCAA.

June 2005
• Paula Douglass appointed Vice
 Chairman of the Board of MCCA.

• Sam Douglass appointed President of
 MCCA.

• Sam Douglass begins receiving
 $320,000 annual salary from MCCA
• Paula Douglass begins receiving

 $180,000 annual salary from MCCA
• The Douglass Trusts begin receiving
 payments from parent company of
 MCCA from the sale of ECMC

June 2006 - Paula
Douglass

appointed Vice
President of the

Fund.

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

7



August 11 - The
Fund began to
employ a total

return investment
style.

2007 - Sam
Douglass resigns
position as Co-
Chairman of the
Fund but remains
on the Board.

March 24 - The Fund
suspends its managed
distribution policy and
payment of quarterly
distributions for an
indefinite period.

June 12 - The Board
of Directors

announced plans to
“internalize” Fund
management.
June 2009

•Paula Douglass resigns from
position as Vice Chairman of

the Board of MCCA.
•Installment payments from
parent company of MCCA to
the Douglass Trusts cease.

March/April
• Paula Douglass
terminated as

Vice President of
the Fund.
• The Fund’s

Board does not
re-nominate Sam
Douglass for
Board seat.
1980 - 2004

2005
2006
2007
2008
2009
2010

May 2005 - Sam Douglass signs
contract to sell ECMC to parent

company of MCCA for $7.5M. The
Douglass Trusts are entitled to
receive $6 million from the sale.
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Douglass Trusts receiving installment payments from parent company of MCCA
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7
Discount to Net Asset Value Over Last Ten Years

Equus NAV vs. Stock Price 2000-2009
(Average Discount: 37%)
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8
New Dynamic Leadership: Equus Director Nominees

§ Alessandro Benedetti: Currently the CEO of SAE Capital Ltd.,
 which he founded in January 2007; for over 20 years has been

 involved in the structuring and financing of complex transactions,
 acting on behalf of companies and governments in North
 America, Europe, Central Asia and the Middle East; led the

 acquisition of Wind Telecomunicazioni SpA, based in Italy, which
 at over 12 billion Euros was the largest leveraged buyout in

 European history at the time.
§ Bertrand des Pallieres: CEO of SPQR Capital LLP, based in
 London, UK since May 2007; former Global Head of Principal
 Finance and member of the Global Market Leadership Group of
 Deutsche Bank from 2005 to 2007; also held positions of Global

 Head of Structured Credit, European Head of Derivatives
 Structuring and Marketing, and Co-head of sales for Europe

 Middle East and Africa at JP Morgan.
§ John A. Hardy: Chairman and Chief Executive Officer of

 Versatile since January 1997; has had extensive experience in
 the insurance, finance and banking sectors, as well as mergers

 and acquisitions and litigation and resolution of multi-jurisdictional
 disputes practicing as a Barrister from 1978-1997; was adjunct
 Professor in insurance law at the University of British Columbia

 from 1984-2000.
§ Fraser Atkinson: CFO of Versatile since February 2003,

 Corporate Secretary of Versatile since October 2003 and Director
 since November 2003; involved in both the technology and

 corporate finance sectors as a partner at KPMG, LLP for over 14
 years.

§ Richard F. Bergner: Practicing attorney in Houston, TX for 50
 years; practice includes corporate, investment and real estate

 mattters; has litigated cases in federal and state court.
§ Gregory J. Flanagan: Chairman of the Board, CEO and
 President of the Fund from July 2009 to February 2010;
 previously served as COO of Gallagher Healthcare, Inc. -

 Houston Branch, an insurance brokerage company; has more
 than 20 years of commercial banking experience.

§ Henry W. Hankinson: Managing Partner and co-founder of
 Global Business Associates, LLC, a boutique M&A consulting
 firm in Atlanta, GA; former military officer with engineering and

 MBA degrees; has held domestic and international senior
 executive management positions for over 30 years, including at
 Halliburton / Brown & Root (“HBR”); Establish the oil & gas

 construction market for HBR in the Former Soviet Union and was
 senior HBR regional Managing Director of Saudi Arabia.
§ Robert L. Knauss: Former Chairman of the Board of Philip
 Services Corp., an industrial services company, from 1998 to

 2003, and Chairman of the Board and CEO of Baltic International
 USA, Inc. from 1995 to 2003; during the past twenty years, has
 served on the Boards of Directors of eight public companies;

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

11



 former Dean and Distinguished University Professor of University
 of Houston Law School and Dean of Vanderbilt Law School.
§ Kenneth I. Denos: Served as a director and principal of many
 small public and private companies throughout the world; since
 August 2009 has been Deputy Executive Chairman of London
 Pacific & Partners, Inc., a healthcare and hospitality corporate

 finance advisory and investment firm; previously was President of
 the Fund from December 2007 to June 2009; CEO of the Fund
 from August 2007 to June 2009; Executive Vice President and
 Secretary of the Fund from June 2005 until August 2007.

Highlighted Director Nominees represent Versatile;
Average age of four new director nominees is 50 years.
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9
Numerous Douglass Slate Conflicts and Issues

§ Sam Douglass, Husband of Paula Douglass, received a “Wells” notice from the
 SEC in June 2009.

 § Provides notice that SEC may bring civil actions against Sam Douglass for possible violations of
 securities laws.

§ Douglass slate includes both the Chairman and the CEO of Trulite, Inc. - a
 company in default on a $2.3 million loan from Equus; Paula Douglass is on

 Trulite’s Board.
 § Jonathan Godshall and John White - two Douglass slate nominees - serve as the CEO and

 Chairman, respectively, of Trulite, Inc.
 § Trulite has defaulted on a $2.3 million loan to Equus that was originated by Paula Douglass on

 behalf of the Fund.
 § Paula Douglass - along with Jonathan Godshall and John White - are directors of Trulite.

§ Other nominees are primarily Houston-based, and include long-term associates
 of the Douglasses.

 § Six of nine Douglass slate nominees list Houston addresses in the proxy.
 § John Wade, a Douglass slate nominee, was formerly Vice President of Tax Planning for Equus

 Corporation International, a company co-founded by Paula Douglass.
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10
A New Direction

§ The Fund’s director nominees - including the four new directors - will focus
 immediately on:

 § Identifying and naming a talented and experienced CEO to lead the Fund forward;
 § Reducing costs and maximizing investments in portfolio companies through active management;
 § Effectively communicating fund strategy and growth opportunities to shrink NAV discount.

§ Mid to longer-term objectives, include:
 § Transforming Equus from a small Houston-based fund into a much larger, internationally

 focused and dynamic investment vehicle;
 § Capitalizing on attractive investment opportunities around the world;

 § Getting Equus firmly back on the track of receiving regular income and capital appreciation from
 its portfolio investments; and

 § Ultimately seeking to resume the Fund’s quarterly dividend that was discontinued in early 2009.
§ Commitment to corporate governance best practices

 § Independent board of directors, without conflicts and led by independent Chairman.
 § All directors committed to active Board involvement.

 § All but one of nominees would be independent directors.
The election of the Fund’s director nominees will ensure that the Board can

continue to move forward with its plan to build shareholder value.
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rate class or series, also will be required.

The Agreement and Declaration of Trust also provides that the Fund may be dissolved and terminated upon the
approval of 75% of the Trustees by written notice to the shareholders.

The Board of Trustees has determined that provisions with respect to the Board of Trustees and the shareholder voting
requirements described above, which voting requirements are greater than the minimum requirements under Delaware
law or the 1940 Act, are in the best interest of shareholders generally. Reference should be made to the Agreement and
Declaration of Trust, on file with the SEC for the full text of these provisions.

CERTAIN PROVISIONS OF DELAWARE LAW, THE AGREEMENT AND DECLARATION OF TRUST
AND BY-LAWS

Classified Board of Trustees

The Fund�s Board of Trustees is divided into two classes of trustees serving staggered two-year terms. Upon expiration
of their current terms, Trustees of each class will be elected to serve for two-year terms and until their successors are
duly elected and qualified or the Fund terminates, and each year one class of Trustees will be elected by the
shareholders. A classified board may render a change in control of the Fund or removal of the Fund�s incumbent
management more difficult. The Fund believes, however, that the longer time required to elect a majority of a
classified Board of Trustees will help to ensure the continuity and stability of its management and policies.

Election of Trustees

The Fund�s Agreement and Declaration of Trust provides that the affirmative vote of the holders of a plurality of the
outstanding shares entitled to vote in the election of Trustees will be required to elect a Trustee.

Number of Trustees; Vacancies; Removal

The Fund�s Agreement and Declaration of Trust provides that the number of Trustees will be set by the Board of
Trustees. The Fund�s Agreement and Declaration of Trust provides that a majority of the Fund�s Trustees then in office
may at any time increase or decrease the number of Trustees provided there will be at least one Trustee. As soon as
any such Trustee has accepted his appointment in writing, the trust estate will vest in the new Trustee, together with
the continuing Trustees, without any further act or conveyance, and he will be deemed a Trustee thereunder. The
Trustees� power of appointment is subject to Section 16(a) of the 1940 Act. Whenever a vacancy in the number of
Trustees will occur, until such vacancy is filled as provided, the Trustees in office, regardless of their number, will
have all the powers granted to the Trustees and will discharge all the duties imposed upon the Trustees by the
Agreement and Declaration of Trust.

Action by Shareholders

Shareholder action can be taken only at an annual or special meeting of shareholders or by written consent in lieu of a
meeting.

Advance Notice Provisions for Shareholder Nominations and Shareholder Proposals

The Fund�s By-Laws provide that with respect to an annual meeting of shareholders, nominations of persons for
election to the Board of Trustees and the proposal of business to be considered by shareholders may be made only (1)
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pursuant to the Fund�s notice of the meeting, (2) by the Board of Trustees or (3) by a shareholder of record both at the
time of giving of notice and at the time of the annual meeting who is entitled to vote at the meeting and who has
complied with the advance notice procedures of the By-Laws. With respect to special meetings of shareholders, only
the business specified in the Fund�s notice of the meeting may be brought before the meeting. Nominations of persons
for election to the Board of Trustees at a special meeting may be made only (1) pursuant to the Fund�s notice of the
meeting, (2) by the Board of Trustees or (3) provided that the Board of Trustees has determined that Trustees will be
elected at the meeting, by a shareholder of record both at the time of giving of notice and at the time of the annual
meeting who is entitled to vote at the meeting and who has complied with the advance notice provisions of the
By-Laws.

Calling of Special Meetings of Shareholders

The Fund�s By-Laws provide that special meetings of shareholders may be called at any time by the Chairman, the
President or the Trustees of the Fund. By following certain procedures, a special meeting of shareholders will also be
called by the Secretary of the Fund upon the written request of the Common Shareholders entitled to cast not less than
a majority of all the votes entitled to be cast at such meeting.

CLOSED-END FUND STRUCTURE

Closed-end funds differ from open-end management investment companies (commonly referred to as �mutual funds�).
Closed-end funds generally list their shares for trading on a securities exchange and do not redeem their shares at the
option of the shareholder. In contrast, mutual funds issue securities redeemable at net asset value at the option of the
shareholder and typically engage in a continuous offering of their shares. Although mutual funds are subject to
continuous asset in-flows and out-flows that can complicate portfolio management, closed-end funds generally can
stay more fully invested in securities consistent with the closed-end fund�s investment objective and policies.
Accordingly, closed-end funds have greater flexibility than open-end funds to make certain types of investments,
including investments in illiquid securities.

Shares of closed-end funds listed for trading on a securities exchange frequently trade at discounts to their net asset
value, but in some cases trade at a premium. The market price may be affected by net asset value, distribution levels
(which are dependent, in part, on expenses), supply of and demand for the shares, stability of distributions, trading
volume of the shares, general market and economic conditions and other factors beyond the control of the closed-end
fund. The foregoing factors may result in the market price of the Fund�s Common Shares being greater than, less than
or equal to net asset value. The Board of Trustees has reviewed the Fund�s structure in light of its investment objective
and policies and has determined that the closed-end structure is in the best interests of the Fund�s shareholders.
However, the Board of Trustees may periodically review the trading range and activity of the Fund�s shares with
respect to their net asset value and may take certain actions to seek to reduce or eliminate any such discount. Such
actions may include open market repurchases or tender offers for the Fund�s Common Shares at net asset value or the
Fund�s possible conversion to an open-end mutual fund. There can be no assurance that the Board of Trustees will
decide to undertake any of these actions or that, if undertaken, such actions would result in the Fund�s Common Shares
trading at a price equal to or close to net asset value per share of its Common Shares.

To convert the Fund to an open-end investment company, the Agreement and Declaration of Trust requires the
favorable vote of a majority of the board of the Trustees followed by the favorable vote of the holders of at least 75%
of the outstanding shares of each affected class or series of shares of the Fund, voting separately as a class or series,
unless such amendment has been approved by 75% of the Trustees, in which case �a majority of the outstanding voting
securities� (as defined in the 1940 Act) of the Fund will be required. The foregoing vote would satisfy a separate
requirement in the 1940 Act that any conversion of the Fund to an open-end investment company be approved by the
shareholders. Following any such conversion, it is possible that certain of the Fund�s investment policies and strategies
would have to be modified to assure sufficient portfolio liquidity. In the event of conversion, the Fund would be
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required to redeem any preferred shares then outstanding (requiring in turn that it liquidate a portion of its investment
portfolio) and the Common Shares would cease to be listed on the New York Stock Exchange or other national
securities exchanges or market systems. Shareholders of an open-end investment company may require the investment
company to redeem their shares at any time (except in certain circumstances as authorized by or permitted under the
1940 Act) at their net asset value, less such redemption charge, if any, as might be in effect at the time of redemption.
In order to avoid maintaining large cash positions or liquidating favorable investments to meet redemptions, open-end
investment companies typically engage in a continuous offering of their
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shares. Open-end investment companies are thus subject to periodic asset in-flows and out-flows that can complicate
portfolio management. The Fund�s Board of Trustees may at any time propose the Fund�s conversion to open-end
status, depending upon its judgment regarding the advisability of such action in light of circumstances then prevailing.
However, based on the determination of the Board of Trustees in connection with this initial offering of the Fund�s
Common Shares that the closed-end structure is desirable in light of the Fund�s investment objective and policies, it is
highly unlikely that the Board of Trustees would vote to convert the Fund to an open-end investment company.

REPURCHASE OF COMMON SHARES

In recognition of the possibility that the Fund�s Common Shares might trade at a discount to net asset value and that
any such discount may not be in the interest of the Fund�s Common Shareholders, the Board of Trustees, in
consultation with the Investment Adviser, from time to time may, but is not required to, review possible actions to
reduce any such discount. The Board of Trustees also may, but is not required to, consider from time to time open
market repurchases of and/or tender offers for the Fund�s Common Shares, as well as other potential actions, to seek to
reduce any market discount from net asset value that may develop. After any consideration of potential actions to seek
to reduce any significant market discount, the Board of Trustees may, subject to its applicable duties and compliance
with applicable U.S. state and federal laws, authorize the commencement of a share-repurchase program or tender
offer. The size and timing of any such share repurchase program or tender offer will be determined by the Board of
Trustees in light of the market discount of the Fund�s Common Shares, trading volume of the Fund�s Common Shares,
information presented to the Board of Trustees regarding the potential impact of any such share repurchase program or
tender offer, general market and economic conditions and applicable law. There can be no assurance that the Fund will
in fact effect repurchases of or tender offers for any of its Common Shares. The Fund may, subject to its investment
limitation with respect to borrowings, incur debt to finance such repurchases or a tender offer or for other valid
purposes. Interest on any such borrowings would increase the Fund�s expenses and reduce its net income.

There can be no assurance that repurchases of the Fund�s Common Shares or tender offers, if any, will cause its
Common Shares to trade at a price equal to or in excess of their net asset value. Nevertheless, the possibility that a
portion of the Fund�s outstanding Common Shares may be the subject of repurchases or tender offers may reduce the
spread between market price and net asset value that might otherwise exist. Sellers may be less inclined to accept a
significant discount in the sale of their Common Shares if they have a reasonable expectation of being able to receive
a price of net asset value for a portion of their Common Shares in conjunction with an announced repurchase program
or tender offer for the Fund�s Common Shares.

Although the Board of Trustees believes that repurchases or tender offers generally would have a favorable effect on
the market price of the Fund�s Common Shares, the acquisition of Common Shares by the Fund will decrease its total
assets and therefore will have the effect of increasing its expense ratio and decreasing the asset coverage with respect
to any preferred shares outstanding. Because of the nature of the Fund�s investment objective, policies and portfolio,
particularly its investment in illiquid or otherwise restricted securities, it is possible that repurchases of Common
Shares or tender offers could interfere with the Fund�s ability to manage its investments in order to seek its investment
objective. Further, it is possible that the Fund could experience difficulty in borrowing money or be required to
dispose of portfolio securities to consummate repurchases of or tender offers for Common Shares.

U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a discussion of the U.S. federal income tax considerations generally applicable to the acquisition,
ownership and disposition of Common Shares of the Fund. This discussion is based upon current provisions of the
Code, the Treasury regulations promulgated thereunder and judicial and administrative authorities, all of which are
subject to change or differing interpretations by the courts or the Internal Revenue Service (�IRS�), possibly with
retroactive effect. This discussion does not address any other U.S. federal tax considerations (such as estate, gift, or
net investment taxes) or any state, local or non-U.S. tax considerations. Except as otherwise stated herein, no ruling

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

19



has been or will be sought from the IRS regarding any matter discussed herein. The Fund�s counsel has not rendered
any legal opinion regarding any tax consequences relating to the Fund or an investment in the Fund. No assurance can
be given that the IRS would not assert, or that a court would not sustain, a position different from any of the tax
aspects set forth below. This discussion assumes that Common Shareholder�s hold their Common Shares as capital
assets for U.S. federal income tax purposes (generally, assets held for investment). No attempt is made to present a
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detailed explanation of all U.S. federal, state, local and foreign tax concerns affecting the Fund and its Common
Shareholders (including Common Shareholders subject to special provisions of the Code). The discussion set forth
herein does not constitute tax advice. Investors are urged to consult their tax advisors to determine the tax
consequences to them of investing in the Fund.

Taxation of the Fund

Since its inception and through the Fund�s fiscal year ended November 30, 2017, the Fund has been treated as a regular
corporation, or a �C� corporation, for U.S. federal income tax purposes and, as a result, unlike most investment
companies, has been subject to corporate income tax to the extent the Fund recognizes taxable income. However, in
conjunction with certain changes to the Fund�s non-fundamental investment policies that became effective on
February 20, 2018, the Fund manages its portfolio in a manner intended to allow the Fund to qualify and elect to be
treated as a RIC for U.S. federal income tax purposes beginning in the Fund�s fiscal year ending November 30, 2018.
In order to qualify as a RIC, the Fund must, among other things, satisfy income, asset diversification and distribution
requirements. The Fund satisfied the asset diversification requirements applicable to a RIC as of February 28, 2018,
the end of the first quarter of the Fund�s fiscal year ending November 30, 2018. There can be no assurance that the
Fund will be eligible to make a RIC election, or that the Fund will continue to qualify as a RIC if such an election is
made. Until the Fund elects and qualifies to be treated as a RIC, the Fund will continue to be treated as a �C�
corporation for U.S. federal income tax purposes. If the Fund qualifies and elects to be treated as a RIC, the Fund
would be subject to tax on any net unrealized appreciation as of the last day the Fund was taxable as a �C� corporation.
Also, the Fund would be required to distribute any earnings and profits accumulated as of the last day the Fund was
taxable as a �C� corporation.

�C� Corporation. The following is a discussion of the U.S. federal income tax considerations generally applicable to
the Fund if the Fund is treated as a �C� corporation for U.S. federal income tax purposes.

For each taxable year the Fund is treated as a regular corporation, or �C� corporation, for U.S. federal income tax
purposes, the Fund generally will be subject to U.S. federal income tax on its taxable income at a 21 percent rate for
taxable years beginning after December 31, 2017. In addition, as a regular corporation, the Fund will be subject to
state income tax by reason of its investments in equity securities of MLPs. Therefore, the Fund may have state income
tax liabilities in multiple states, which will reduce the Fund�s cash available to make distributions on the Common
Shares. For taxable years beginning before January 1, 2018, the Fund may be subject to an alternative minimum tax
on its alternative minimum taxable income to the extent that the alternative minimum tax exceeds the Fund�s regular
income tax liability. The extent to which the Fund is required to pay U.S. corporate income tax or alternative
minimum tax could materially reduce the Fund�s cash available to make distributions on the Common Shares.

RIC. The following is a discussion of the U.S. federal income tax considerations generally applicable to the Fund if
the Fund qualifies and elects to be a RIC for U.S. federal income tax purposes.

In order to qualify as a RIC, the Fund must, among other things, satisfy certain income, asset diversification and
distribution requirements. As long as it so qualifies, the Fund will not be subject to U.S. federal income tax to the
extent that it distributes annually its investment company taxable income (which includes ordinary income and the
excess of net short-term capital gain over net long-term capital loss) and its �net capital gain� (i.e., the excess of net
long-term capital gain over net short-term capital loss). The Fund intends to distribute at least annually substantially
all of such income and gain. If the Fund retains any investment company taxable income or net capital gain, it will be
subject to U.S. federal income tax on the retained amount at regular corporate tax rates. In addition, if the Fund fails to
qualify as a RIC for any taxable year and relief is not available, it will be subject to U.S. federal income tax on all of
its income and gains at regular corporate tax rates. Furthermore, if the Fund makes a RIC election, the Fund will be
required to distribute any undistributed �earnings and profits� (as determined for U.S. federal income tax purposes) from
the period in which the Fund was a �C� corporation, and the Fund may continue to be subject to a corporate-level

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

21



income tax on certain built-in gains existing at the time the Fund makes a RIC election for the five-year period
following the election.
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Taxation of Common Shareholders

�C� Corporation. The following is a discussion of the U.S. federal income tax considerations generally applicable to
Common Shareholders if the Fund is treated as a �C� corporation for U.S. federal income tax purposes.

For each taxable year the Fund is treated as a �C� corporation for U.S. federal income tax purposes, distributions by the
Fund of cash or property in respect of the Common Shares will be treated as dividends for U.S. federal income tax
purposes to the extent paid from the Fund�s current or accumulated earnings and profits (as determined under U.S.
federal income tax principles). Any such dividend will be eligible for the dividends received deduction if received by
an otherwise qualifying corporate Common Shareholder that meets the holding period and other requirements for the
dividends received deduction.

If the amount of a Fund distribution exceeds the Fund�s current and accumulated earnings and profits, such excess will
be treated first as a tax-free return of capital to the extent of the Common Shareholder�s tax basis in the Common
Shares, and thereafter as capital gain. Any such capital gain will be long-term capital gain if such Common
Shareholder has held the applicable Common Shares for more than one year.

Common Shareholders that participate in the Fund�s Plan will be treated for U.S. federal income tax purposes as
having (i) received a cash distribution equal to the reinvested amount and (ii) reinvested such amount in Common
Shares.

Upon the sale, exchange or other taxable disposition of Common Shares, a Common Shareholder generally will
recognize capital gain or loss equal to the difference between the amount realized on the sale, exchange or other
taxable disposition and the Common Shareholder�s adjusted tax basis in the Common Shares, as applicable. Any such
capital gain or loss will be long-term capital gain or loss if the Common Shareholder has held the Common Shares for
more than one year at the time of disposition. The deductibility of capital losses is subject to limitations under the
Code.

RIC. The following is a discussion of the U.S. federal income tax considerations generally applicable to Common
Shareholders if the Fund qualifies and elects to be a RIC for U.S. federal income tax purposes.

For each taxable year the Fund is treated as a RIC for U.S. federal income tax purposes, distributions paid to you by
the Fund from its investment company taxable income are generally taxable to you as ordinary income to the extent of
the Fund�s current and accumulated earnings and profits. Certain properly designated distributions may, however,
qualify (provided that holding period and other requirements are met by both the Fund and the Common
Shareholder) (i) for the distributions received deduction in the case of corporate Common Shareholders to the extent
that the Fund�s income consists of distribution income from U.S. corporations or (ii) in the case of individual Common
Shareholders, as qualified distribution income eligible to be taxed at a reduced maximum rate to the extent that the
Fund receives qualified distribution income. Qualified distribution income is, in general, distribution income from
taxable domestic corporations and certain foreign corporations. There can be no assurance as to what portion of the
Fund�s distributions will qualify for the distributions received deduction or for treatment as qualified distribution
income.

Distributions made to you from an excess of net long-term capital gain over net short-term capital loss (�capital gain
distributions�), including capital gain distributions credited to you but retained by the Fund, are taxable to you as
long-term capital gains if they have been properly reported by the Fund, regardless of the length of time you have
owned Common Shares. For individuals, long-term capital gains are generally taxed at a reduced maximum rate.

If, for any calendar year, the Fund�s total distributions exceed both the current taxable year�s earnings and profits and
accumulated earnings and profits from prior years, the excess will generally be treated as a tax-free return of capital up
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to the amount of a Common Shareholder�s tax basis in the Common Shares, reducing that basis accordingly. Such
distributions exceeding the Common Shareholder�s basis will be treated as gain from the sale or exchange of the
Common Shares. When you sell your Common Shares, the amount, if any, by which your sales price exceeds your
basis in the Common Shares is gain subject to tax. Because a return of capital reduces your basis in the Common
Shares, it will increase the amount of your gain or decrease the amount of your loss when you sell the Common
Shares. Generally, after the end of each year, you will be provided with a written notice designating the amount of
ordinary distribution income, capital gain distributions and other distributions (if relevant).
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The sale or other disposition of Common Shares will generally result in capital gain or loss to you which will be
long-term capital gain or loss if the Common Shares have been held for more than one year at the time of sale. Any
loss upon the sale or exchange of Common Shares held for six months or less will be treated as long-term capital loss
to the extent of any capital gain distributions received by you (including amounts credited to you as an undistributed
capital gain distribution). Any loss realized on a sale or exchange of Common Shares will be disallowed if other
substantially identical shares are acquired (whether through the automatic reinvestment of distributions or otherwise)
within a 61-day period beginning 30 days before and ending 30 days after the date of disposition of Common Shares.
In such case, the basis of the Common Shares acquired will be adjusted to reflect the disallowed loss. Present law
taxes both long-term and short-term capital gain of corporations at the rates applicable to ordinary income. For
non-corporate taxpayers, under current law short-term capital gain is taxed at the U.S. federal income tax rates
applicable to ordinary income, while long-term capital gain generally is taxed at a reduced maximum U.S. federal
income tax rate.

Dividends and other taxable distributions are taxable to Common Shareholders. If the Fund pays you a distribution in
January that was declared in the previous October, November or December to Common Shareholders of record on a
specified date in one of such months, then such distribution will be treated for tax purposes as being paid by the Fund
and received by you on December 31 of the year in which the distribution was declared.

Backup Withholding

The Fund may be required to withhold, for U.S. federal backup withholding purposes, on all taxable distributions to
any non-corporate holders of the Common Shares who (1) do not furnish the Fund with their correct taxpayer
identification number (in the case of individuals, generally their social security number) or a certificate that such
Common Shareholder is exempt from withholding, or (2) with respect to whom the IRS notifies the Fund that such
Common Shareholder has failed to properly report certain interest and dividend income to the IRS and to respond to
notices to that effect. Backup withholding is not an additional tax. Any amounts withheld from payments made to you
may be refunded or credited against your U.S. federal income tax liability, if any, provided that the required
information is timely furnished to the IRS. In addition, the Fund may be required to withhold on distributions to
non-U.S. shareholders.

The foregoing is a general and abbreviated summary of the provisions of the Code and the Treasury
regulations in effect as they directly govern the taxation of the Fund and its Common Shareholders. These
provisions are subject to change by legislative, judicial or administrative action, and any such change may be
retroactive. A more complete discussion of the tax rules applicable to the Fund and its Common Shareholders
can be found in the SAI that is incorporated by reference into this Prospectus. Investors are urged to consult
their tax advisors regarding the U.S. federal, foreign, state and local tax consequences of investing in the Fund.
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PLAN OF DISTRIBUTION

The Fund may sell up to $        in aggregate initial offering price of Common Shares or Rights from time to time under
this Prospectus and any related Prospectus Supplement (1) directly to one or more purchases, including existing
shareholders in a Rights offering; (2) through agents; (3) through underwriters; (4) through dealers; or (5) pursuant to
the Plan. Each Prospectus Supplement relating to an offering of securities will state the terms of the offering,
including:

� the names of any agents, underwriters or dealers;

� any sales loads or other items constituting underwriters� compensation;

� any discounts, commissions, or fees allowed or paid to dealers or agents;

� the public offering or purchase price of the offered Securities and the net proceeds the Fund will receive
from the sale; and

� any securities exchange on which the offered Securities may be listed.
In the case of a Rights offering, the applicable Prospectus Supplement will set forth the number of Common Shares
issuable upon the exercise of each right and the other terms of such rights offering.

Direct Sales

The Fund may sell Securities directly to, and solicit offers from, institutional investors or others who may be deemed
to be underwriters as defined in the Securities Act for any resales of the securities. In this case, no underwriters or
agents would be involved. The Fund may use electronic media, including the Internet, to sell offered securities
directly. The Fund will describe the terms of any of those sales in a Prospectus Supplement.

By Agents

The Fund may offer Securities through agents that the Fund may designate. The Fund will name any agent involved in
the offer and sale and describe any commissions payable by the Fund in the Prospectus Supplement. Unless otherwise
indicated in the Prospectus Supplement, the agents will be acting on a best efforts basis for the period of their
appointment.

By Underwriters

The Fund may offer and sell Securities from time to time to one or more underwriters who would purchase the
Securities as principal for resale to the public, either on a firm commitment or best efforts basis. If the Fund sells
Securities to underwriters, the Fund will execute an underwriting agreement with them at the time of the sale and will
name them in the Prospectus Supplement. In connection with these sales, the underwriters may be deemed to have
received compensation from the Fund in the form of underwriting discounts and commissions. The underwriters also
may receive commissions from purchasers of Securities for whom they may act as agent. Unless otherwise stated in
the Prospectus Supplement, the underwriters will not be obligated to purchase the Securities unless the conditions set
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forth in the underwriting agreement are satisfied, and if the underwriters purchase any of the Securities, they will be
required to purchase all of the offered Securities. The underwriters may sell the offered Securities to or through
dealers, and those dealers may receive discounts, concessions or commissions from the underwriters as well as from
the purchasers for whom they may act as agent. Any public offering price and any discounts or concessions allowed or
reallowed or paid to dealers may be changed from time to time.

In connection with an offering of Common Shares, if a Prospectus Supplement so indicates, the Fund may grant the
underwriters an option to purchase additional Common Shares at the public offering price, less the underwriting
discounts and commissions, within 45 days from the date of the Prospectus Supplement, to cover any overallotments.
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By Dealers

The Fund may offer and sell Securities from time to time to one or more dealers who would purchase the securities as
principal. The dealers then may resell the offered Securities to the public at fixed or varying prices to be determined
by those dealers at the time of resale. The Fund will set forth the names of the dealers and the terms of the transaction
in the Prospectus Supplement.

General Information

Agents, underwriters, or dealers participating in an offering of Securities may be deemed to be underwriters, and any
discounts and commission received by them and any profit realized by them on resale of the offered Securities for
whom they act as agent, may be deemed to be underwriting discounts and commissions under the Securities Act.

The Fund may offer to sell securities either at a fixed price or at prices that may vary, at market prices prevailing at the
time of sale, at prices related to prevailing market prices or at negotiated prices.

To facilitate an offering of Common Shares in an underwritten transaction and in accordance with industry practice,
the underwriters may engage in transactions that stabilize, maintain, or otherwise affect the market price of the
Common Shares or any other Security. Those transactions may include overallotment, entering stabilizing bids,
effecting syndicate covering transactions, and reclaiming selling concessions allowed to an underwriter or a dealer.

� An overallotment in connection with an offering creates a short position in the common stock for the
underwriter�s own account.

� An underwriter may place a stabilizing bid to purchase the Common Shares for the purpose of pegging,
fixing, or maintaining the price of the Common Shares.

� Underwriters may engage in syndicate covering transactions to cover overallotments or to stabilize the price
of the Common Shares by bidding for, and purchasing, the Common Shares or any other Securities in the
open market in order to reduce a short position created in connection with the offering.

� The managing underwriter may impose a penalty bid on a syndicate member to reclaim a selling concession
in connection with an offering when the Common Shares originally sold by the syndicate member is
purchased in syndicate covering transactions or otherwise.

Any of these activities may stabilize or maintain the market price of the Securities above independent market levels.
The underwriters are not required to engage in these activities, and may end any of these activities at any time.

In connection with any Rights offering, the Fund may also enter into a standby underwriting arrangement with one or
more underwriters pursuant to which the underwriter(s) will purchase Common Shares remaining unsubscribed for
after the Rights offering.

Any underwriters to whom the offered Securities are sold for offering and sale may make a market in the offered
Securities, but the underwriters will not be obligated to do so and may discontinue any market-making at any time
without notice. There can be no assurance that there will be a liquid trading market for the offered Securities.

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

28



Under agreements entered into with the Fund, underwriters and agents may be entitled to indemnification by the Fund
and the Investment Adviser against certain civil liabilities, including liabilities under the Securities Act, or to
contribution for payments the underwriters or agents may be required to make.

The underwriters, agents, and their affiliates may engage in financial or other business transactions with the Fund in
the ordinary course of business.

Pursuant to a requirement of the Financial Industry Regulatory Authority, Inc. (�FINRA�) the maximum compensation
to be received by any FINRA member or independent broker-dealer may not be greater than eight percent (8%) of the
gross proceeds received by the Fund for the sale of any securities being registered pursuant to SEC Rule 415 under the
Securities Act.
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The aggregate offering price specified on the cover of this Prospectus relates to the offering of the Securities not yet
issued as of the date of this Prospectus.

To the extent permitted under the 1940 Act and the rules and regulations promulgated thereunder, the underwriters
may from time to time act as a broker or dealer and receive fees in connection with the execution of portfolio
transactions on behalf of the Fund after the underwriters have ceased to be underwriters and, subject to certain
restrictions, each may act as a broker while it is an underwriter.

A Prospectus and accompanying Prospectus Supplement in electronic form may be made available on the websites
maintained by underwriters. The underwriters may agree to allocate a number of Securities for sale to their online
brokerage account holders. Such allocations of Securities for internet distributions will be made on the same basis as
other allocations. In addition, Securities may be sold by the underwriters to securities dealers who resell Securities to
online brokerage account holders.

OTHER SERVICE PROVIDERS

U.S. Bancorp Fund Services, LLC, located at 615 East Michigan Street, Milwaukee, Wisconsin 53202, has entered
into a transfer agent servicing agreement with the Fund. Under this agreement, U.S. Bancorp Fund Services, LLC
serves as the Fund�s transfer agent, registrar and distribution disbursing agent.

U.S. Bank National Association, which is located at 1555 N. RiverCenter Drive, Suite 302, Milwaukee, Wisconsin
53212, acts as custodian of the Fund�s securities and other assets.

U.S. Bancorp Fund Services LLC, the Administrator, which is located at 615 East Michigan Street, Milwaukee,
Wisconsin 53202, serves as the Fund�s administrator pursuant to a fund administration servicing agreement. Pursuant
to this agreement, the Administrator provides the Fund with, among other things, compliance oversight, financial
reporting oversight and tax reporting. The Administrator acts as the Fund�s fund accountant. The Administrator will
assist in the calculation of the Fund�s net asset value. The Administrator will also maintain and keep current the
accounts, books, records and other documents relating to the Fund�s financial and portfolio transactions.

LEGAL MATTERS

Certain legal matters will be passed on for the Fund by Skadden, Arps, Slate, Meagher & Flom LLP, Chicago, Illinois.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Ernst & Young LLP, Dallas, Texas, is the independent registered public accounting firm of the Fund and is expected
to render an opinion annually on the financial statements of the Fund.

ADDITIONAL INFORMATION

The Fund is subject to the informational requirements of the Securities Exchange Act of 1934 and the 1940 Act and in
accordance with those requirements is required to file reports, proxy statements and other information with the
Securities and Exchange Commission. Any such reports and other information, including the Fund and Investment
Adviser�s code of ethics, can be inspected and copied at the Securities and Exchange Commission�s Public Reference
Room, Washington, D.C. 20549-0102. Information on the operation of such public reference facilities may be
obtained by calling the Securities and Exchange Commission at (202) 551-8090. Copies of such materials can be
obtained from the Securities and Exchange Commission�s Public Reference Room, at prescribed rates, or by electronic
request at publicinfo@sec.gov. The Securities and Exchange Commission maintains a website at www.sec.gov
containing reports and information statements and other information regarding registrants, including the Fund, that file
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electronically with the Securities and Exchange Commission. Reports, proxy statements and other information
concerning the Fund can also be inspected at the offices of the New York Stock Exchange, 20 Broad Street, New
York, New York 10005. Copies of the Fund�s annual and semi-annual reports may be obtained, without charge, upon
request mailed to The Cushing® MLP & Infrastructure Total Return Fund, c/o Cushing® Asset Management, LP, 8117
Preston Road, Suite 440, Dallas, Texas 75225 or by calling toll free at (888) 777-2346 and
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also are made available on the Fund�s website at www.cushingcef.com. You may also call this toll-free telephone
number to request other information about the Fund or to make shareholder inquiries. Information on, or accessible
through, the Fund�s website is not a part of, and is not incorporated into, this Prospectus.

Additional information regarding the Fund is contained in the registration statement on Form N-2, including the SAI
and amendments, exhibits and schedules to the registration statement relating to such shares filed by the Fund with the
Securities and Exchange Commission in Washington, D.C. This Prospectus does not contain all of the information set
out in the registration statement, including the SAI and any amendments, exhibits and schedules to the registration
statement. For further information with respect to the Fund and the Common Shares offered hereby, reference is made
to the registration statement and the SAI. Statements contained in this Prospectus as to the contents of any contract or
other document referred to are not necessarily complete and in each instance reference is made to the copy of such
contract or other document filed as an exhibit to the registration statement, each such statement being qualified in all
respects by such reference. A copy of the registration statement and the SAI may be inspected without charge at the
Securities and Exchange Commission�s principal office in Washington, D.C., and copies of all or any part of the
registration statement may be obtained from the Securities and Exchange Commission upon the payment of certain
fees prescribed by the Securities and Exchange Commission.

You may request a free copy of the Statement of Additional Information, the table of contents of which is on page 82
of this Prospectus, by calling toll-free at (888) 777-2346, or you may obtain a copy (and other information regarding
the Fund) from the SEC�s website (http://www.sec.gov). The SAI is incorporated by reference in its entirety into this
Prospectus.
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PRIVACY POLICY

In order to conduct its business, the Fund collects and maintains certain nonpublic personal information about its
shareholders with respect to their transactions in shares of the Fund. This information includes:

� information the Fund receives from you on or in applications or other forms, correspondence, or
conversations, including, but not limited to, your name, address, phone number, social security number,
assets, income and date of birth; and

� information about your transactions with the Fund, its affiliates or others, including, but not limited to, your
account number and balance, payment history, parties to transactions, cost basis information and other
financial information.

The Fund does not disclose any nonpublic personal information about you, the Fund�s other shareholders or the Fund�s
former shareholders to third parties unless necessary to process a transaction, service an account, or as otherwise
permitted by law. To protect your personal information internally, the Fund restricts access to nonpublic personal
information about the Fund�s shareholders to those employees who need to know that information to provide services
to the Fund�s shareholders. The Fund also maintains certain other safeguards to protect your nonpublic personal
information.

In the event that you hold shares of the Fund through a financial intermediary, including, but not limited to, a
broker-dealer, bank or trust company, the privacy policy of your financial intermediary would govern how your
non-public personal information would be shared with nonaffiliated third parties.
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The information in this Statement of Additional Information is not complete and may be changed. The Fund
may not sell these securities until the registration statement filed with the Securities and Exchange Commission
is effective. This Statement of Additional Information is not an offer to sell these securities and is not soliciting
an offer to buy these securities in any state where the offer or sale is not permitted.

Subject to Completion, dated June 8, 2018

$        

The Cushing® MLP & Infrastructure Total Return Fund

Common Shares

Subscription Rights for Common Shares

Statement of Additional Information

The Cushing® MLP & Infrastructure Total Return Fund (the �Fund�) was formed as a Delaware statutory trust on
May 23, 2007 and is a non-diversified, closed-end management investment company. The Fund�s investment objective
is to seek high total return with an emphasis on current income. No assurance can be given that the Fund�s investment
objective will be achieved.

This Statement of Additional Information (�SAI�) is not a prospectus, but should be read in conjunction with the
prospectus for the Fund dated             , 2018 (the �Prospectus�). Investors should obtain and read the Prospectus prior to
purchasing common shares. A copy of the Prospectus may be obtained, without charge, by calling the Fund at (877)
965-7386.

The Prospectus and this SAI omit certain of the information contained in the registration statement filed with the
Securities and Exchange Commission (�SEC�). The registration statement may be obtained from the Securities and
Exchange Commission upon payment of the fee prescribed, or inspected at the Securities and Exchange Commission�s
office or via its website (www.sec.gov) at no charge. Capitalized terms used but not defined herein have the meanings
ascribed to them in the Prospectus.

The Fund is managed by Cushing® Asset Management, LP (the �Investment Adviser�).

This Statement of Additional Information is dated             , 2018.
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THE FUND

The Fund was formed as a Delaware statutory trust on May 23, 2007 and is a non-diversified, closed-end management
investment company registered under the Investment Company Act of 1940, as amended (the �1940 Act�). The Fund
commenced investment operations on August 27, 2007.

INVESTMENT STRATEGIES AND RISKS

The sections below describe, in greater detail than in the Prospectus, some of the different types of investments that
may be made by the Fund and the investment practices in which the Fund may engage. The Fund may make the
following investments, among others, some of which are part of its principal investment strategies and some of which
are not. The principal risks of the Fund�s principal investment strategies are discussed in the Prospectus. The Fund may
not buy all of the types of securities or use all of the investment techniques that are described.

Master Limited Partnership Interests

Master limited partnerships are formed as limited partnerships or limited liability companies and are treated as
partnerships for U.S. federal income tax purposes. The equity securities issued by many MLPs are listed and traded on
a U.S. exchange. An MLP typically issues general partner and limited partner interests. The general partner manages
and often controls, has an ownership stake in, and is normally eligible to receive incentive distribution payments from,
the MLP. To be treated as a partnership for U.S. federal income tax purposes, an MLP must derive at least 90% of its
gross income for each taxable year from certain qualifying sources as described in the Internal Revenue Code of 1986,
as amended (the �Code�). These qualifying sources include natural resources-based activities such as the exploration,
development, mining, production, processing, refining, transportation, storage and certain marketing of mineral or
natural resources. The general partner may be structured as a private or publicly-traded corporation or other entity.
The general partner typically controls the operations and management of the entity through an up to 2% general
partner interest in the entity plus, in many cases, ownership of some percentage of the outstanding limited partner
interests. The limited partners, through their ownership of limited partner interests, provide capital to the entity, are
intended to have no role in the operation and management of the entity and receive cash distributions. Due to their
structure as partnerships for U.S. federal income tax purposes and the expected character of their income, MLPs
generally do not pay U.S. federal income taxes. Thus, unlike investors in corporate securities, direct MLP investors
are generally not subject to double taxation (i.e., corporate level tax and tax on corporate dividends).

Certain MLPs are dependent on their parents or sponsors for a majority of their revenues. Any failure by an MLP�s
parents or sponsors to satisfy their payments or obligations would impact the MLP�s revenues and cash flows and
ability to make distributions. Moreover, the terms of an MLP�s transactions with its parent or sponsor are typically not
arrived at on an arm�s-length basis, and may not be as favorable to the MLP as a transaction with a non-affiliate.

MLP Equity Securities

Equity securities issued by MLPs typically consist of common units, subordinated units and general partner interests.

Common Units. The common units of many MLPs are listed and traded on national securities exchanges, including the
NYSE, the NYSE America and the NASDAQ Stock Market (the �NASDAQ�). Holders of MLP common units typically
have very limited control and voting rights. Holders of such common units are typically entitled to receive the
minimum quarterly distribution (the �MQD�), including arrearage rights, from the issuer. In the event of a liquidation,
common unit holders are intended to have a preference to the remaining assets of the issuer over holders of
subordinated units. The Fund may invest in different classes of common units that may have different voting, trading,
and distribution rights.
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Subordinated Units. Subordinated units, which, like common units, represent limited partner interests, are not
typically listed on an exchange or publicly traded. Holders of such subordinated units are generally entitled to receive
a distribution only after the MQD and any arrearages from prior quarters have been paid to holders of common units.
Holders of subordinated units typically have the right to receive distributions before any incentive distributions are
payable to the general partner. Subordinated units generally do not provide arrearage rights. Most MLP subordinated
units are convertible into common units after the passage of a specified period of time or upon the achievement by the
issuer of specified financial goals. The Fund may invest in different classes of subordinated units that may have
different voting, trading, and distribution rights.
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General Partner Interests. The general partner interest in MLPs is typically retained by the original sponsors of an
MLP, such as its founders, corporate partners and entities that sell assets to the MLP. The holder of the general partner
interest can be liable in certain circumstances for amounts greater than the amount of the holder�s investment. General
partner interests often confer direct board participation rights in, and in many cases control over the operations of, the
MLP. General partner or managing member interests receive cash distributions, typically in an amount of up to 2% of
available cash, which is contractually defined in the partnership or limited liability company agreement. In addition,
holders of general partner or managing member interests typically receive incentive distribution rights, which provide
them with an increasing share of the entity�s aggregate cash distributions upon the payment of per common unit
distributions that exceed specified threshold levels above the MQD. Due to the incentive distribution rights, GP MLPs
have higher distribution growth prospects than their underlying MLPs, but quarterly incentive distribution payments
would also decline at a greater rate than the decline rate in quarterly distributions to common and subordinated unit
holders in the event of a reduction in the MLP�s quarterly distribution.

I-Shares

I-Shares represent an ownership interest issued by an MLP affiliate. The MLP affiliate uses the proceeds from the sale
of I-Shares to purchase limited partnership interests in the MLP in the form of I-units. Thus, I-Shares represent an
indirect limited partner interest in the MLP. I-units have features similar to MLP common units in terms of voting
rights, liquidation preference and distribution. I-Shares differ from MLP common units primarily in that instead of
receiving cash distributions, holders of I-Shares will receive distributions of additional I-Shares in an amount equal to
the cash distributions received by common unit holders. I-Shares are traded on the NYSE.

Repurchase Agreements

The Fund may engage in repurchase agreements with broker-dealers, banks and other financial institutions to earn a
return on temporarily available cash. A repurchase agreement is a short-term investment in which the purchaser (i.e.,
the Fund) acquires ownership of a security and the seller agrees to repurchase the obligation at a future time and set
price, thereby determining the yield during the holding period. Repurchase agreements involve certain risks in the
event of default by the other party. The Fund may enter into repurchase agreements with broker-dealers, banks and
other financial institutions deemed to be creditworthy by the Investment Adviser under guidelines approved by the
Board of Trustees. The Fund does not bear the risk of a decline in the value of the underlying security unless the seller
defaults under its repurchase obligation. In the event of the bankruptcy or other default of a seller of a repurchase
agreement, the Fund could experience both delays in liquidating the underlying securities and losses including:
(a) possible decline in the value of the underlying security during the period while the Fund seeks to enforce its rights
thereto; (b) possible lack of access to income on the underlying security during this period; and (c) expenses of
enforcing its rights.

Repurchase agreements are fully collateralized by the underlying securities and are considered to be loans under the
1940 Act. The Fund pays for such securities only upon physical delivery or evidence of book entry transfer to the
account of a custodian or bank acting as agent. The seller under a repurchase agreement will be required to maintain
the value of the underlying securities marked-to-market daily at not less than the repurchase price. The underlying
securities (normally securities of the U.S. government, its agencies or instrumentalities) may have maturity dates
exceeding one year.

Reverse Repurchase Agreements

A reverse repurchase agreement involves the sale of a portfolio-eligible security by the Fund, coupled with its
agreement to repurchase the instrument at a specified time and price. Under a reverse repurchase agreement, the Fund
continues to receive any principal and interest payments on the underlying security during the term of the agreement.
The Fund typically will segregate cash and/or liquid securities equal (on a daily mark-to-market basis) to its
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obligations under reverse repurchase agreements. However, reverse repurchase agreements involve the risk that the
market value of securities retained by the Fund may decline below the repurchase price of the securities sold by the
Fund which it is obligated to repurchase. To the extent that positions in reverse repurchase agreements are not covered
through the segregation of cash and/or liquid securities at least equal to the amount of any purchase commitment, such
transactions would be subject to the Fund�s limitations on borrowings.
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Rights and Warrants

The Fund may invest in rights and warrants. Warrants are in effect longer-term call options. They give the holder the
right to purchase a given number of shares of a particular company at specified prices within certain periods of time.
Rights are similar to warrants except that they have a substantially shorter term. The purchaser of a warrant expects
that the market price of the security will exceed the purchase price of the warrant plus the exercise price of the
warrant, thus producing a profit. Of course, since the market price may never exceed the exercise price before the
expiration date of the warrant, the purchaser of the warrant risks the loss of the entire purchase price of the warrant.
Warrants generally trade in the open market and may be sold rather than exercised.

Warrants are sometimes sold in unit form with other securities of an issuer. Units of warrants and common stock may
be employed in financing young, unseasoned companies. The purchase price of a warrant varies with the exercise
price of the warrant, the current market value of the underlying security, the life of the warrant and various other
investment factors. Rights and warrants may be considered more speculative and less liquid than certain other types of
investments in that they do not entitle a holder to dividends or voting rights with respect to the underlying securities
nor do they represent any rights in the assets of the issuing company and may lack a secondary market.

Depositary Receipts

The Fund may invest in both sponsored and unsponsored American Depositary Receipts (�ADRs�), European
Depositary Receipts (�EDRs�), Global Depositary Receipts (�GDRs�) and other similar global instruments. ADRs
typically are issued by an American bank or trust company and evidence ownership of underlying securities issued by
a non-U.S. corporation. EDRs, which are sometimes referred to as Continental Depositary Receipts, are receipts
issued in Europe, typically by non-U.S. banks and trust companies, that evidence ownership of either non-U.S. or
domestic underlying securities. GDRs are depositary receipts structured like global debt issues to facilitate trading on
an international basis. Unsponsored ADR, EDR and GDR programs are organized independently and without the
cooperation of the issuer of the underlying securities. As a result, available information concerning the issuer may not
be as current as for sponsored ADRs, EDRs and GDRs, and the prices of unsponsored ADRs, EDRs and GDRs may
be more volatile than if such instruments were sponsored by the issuer. Investments in ADRs, EDRs and GDRs
present additional investment considerations of non-U.S. securities.

When-Issued and Delayed Delivery Transactions

The Fund may purchase and sell portfolio securities on a when-issued and delayed delivery basis. No income accrues
to the Fund on securities in connection with such purchase transactions prior to the date the Fund actually takes
delivery of such securities. These transactions are subject to market fluctuation; the value of the securities at delivery
may be more or less than their purchase price, and yields generally available on comparable securities when delivery
occurs may be higher or lower than yields on the securities obtained pursuant to such transactions. Because the Fund
relies on the buyer or seller, as the case may be, to consummate the transaction, failure by the other party to complete
the transaction may result in the Fund missing the opportunity of obtaining a price or yield considered to be
advantageous. When the Fund is the buyer in such a transaction, however, it will segregate cash and/or liquid
securities having an aggregate value at least equal to the amount of such purchase commitments until payment is
made. The Fund will make commitments to purchase securities on such basis only with the intention of actually
acquiring these securities, but the Fund may sell such securities prior to the settlement date if such sale is considered
to be advisable. To the extent the Fund engages in when-issued and delayed delivery transactions, it will do so for the
purpose of acquiring securities for the Fund�s portfolio consistent with the Fund�s investment objectives and policies
and not for the purpose of investment leverage.

Since the market value of both the securities or currency subject to the commitment and the securities or currency held
as segregated assets may fluctuate, the use of commitments may magnify the impact of interest rate changes on the
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Fund�s net asset value. A commitment sale is covered if the Fund owns or has the right to acquire the underlying
securities or currency subject to the commitment. A commitment sale is for cross-hedging purposes if it is not
covered, but is designed to provide a hedge against a decline in value of a security or currency which the Fund owns
or has the right to acquire. By entering into a commitment sale transaction, the Fund foregoes or reduces the potential
for both gain and loss in the security which is being hedged by the commitment sale.
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Short Sales Against the Box

The Fund may from time to time make short sales of securities it owns or has the right to acquire. A short sale is
�against the box� to the extent that the Fund contemporaneously owns or has the right to obtain at no added cost
securities identical to those sold short. In a short sale, the Fund does not immediately deliver the securities sold and
does not receive the proceeds from the sale. The Fund is required to recognize gain from the short sale for federal
income tax purposes at the time it enters into the short sale, even though it does not receive the sales proceeds until it
delivers the securities. The Fund is said to have a short position in the securities sold until it delivers such securities at
which time it receives the proceeds of the sale. The Fund may close out a short position by purchasing and delivering
an equal amount of the securities sold short, rather than by delivering securities already held by the Fund, because the
Fund may want to continue to receive interest and dividend payments on securities in its portfolio.

STRATEGIC TRANSACTIONS

The Fund may, but is not required to, use various investment strategies as described below (�Strategic Transactions�).
Strategic Transactions may be used for a variety of purposes including hedging, risk management, portfolio
management or to earn income. Any or all of the investment techniques described herein may be used at any time and
there is no particular strategy that dictates the use of one technique rather than another, as the use of any Strategic
Transaction by the Fund is a function of numerous variables including market conditions. The Fund complies with
applicable regulatory requirements when implementing Strategic Transactions, including the segregation of liquid
assets when mandated by SEC rules or SEC staff positions. Although the Investment Adviser seeks to use Strategic
Transactions to further the Fund�s investment objective, no assurance can be given that the use of Strategic
Transactions will achieve this result.

General Risks of Derivatives

Strategic Transactions may involve the purchase and sale of derivative instruments. A derivative is a financial
instrument the value of which depends upon (or derives from) the value of another asset, security, interest rate, or
index. Derivatives may relate to a wide variety of underlying instruments, including equity and debt securities,
indexes, interest rates, currencies and other assets. Certain derivative instruments which the Fund may use and the
risks of those instruments are described in further detail below. The Fund may in the future also utilize derivatives
techniques, instruments and strategies that may be newly developed or permitted as a result of regulatory changes,
consistent with the Fund�s investment objective and policies. Such newly developed techniques, instruments and
strategies may involve risks different than or in addition to those described herein. No assurance can be given that any
derivatives strategy employed by the Fund will be successful.

The risks associated with the use of derivatives are different from, and possibly greater than, the risks associated with
investing directly in the instruments underlying such derivatives. Derivatives are highly specialized instruments that
require investment techniques and risk analyses different from other portfolio investments. The use of derivative
instruments requires an understanding not only of the underlying instrument but also of the derivative itself. Certain
risk factors generally applicable to derivative transactions are described below.

� Derivatives are subject to the risk that the market value of the derivative itself or the market value of
underlying instruments will change in a way adverse to the Fund�s interests. The Fund bears the risk that the
Investment Adviser may incorrectly forecast future market trends and other financial or economic factors or
the value of the underlying security, index, interest rate or currency when establishing a derivatives position
for the Fund.
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� Derivatives may be subject to pricing or �basis� risk, which exists when a derivative becomes extraordinarily
expensive (or inexpensive) relative to historical prices or corresponding instruments. Under such market
conditions, it may not be economically feasible to initiate a transaction or liquidate a position at an
advantageous time or price.
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� Many derivatives are complex and often valued subjectively. Improper valuations can result in increased
payment requirements to counterparties or a loss of value to the Fund.

� Using derivatives as a hedge against a portfolio investment presents the risk that the derivative will have
imperfect correlation with the portfolio investment, which could result in the Fund incurring substantial
losses. This correlation risk may be greater in the case of derivatives based on an index or other basket of
securities, as the portfolio securities being hedged may not duplicate the components of the underlying index
or the basket may not be of exactly the same type of obligation as those underlying the derivative. The use of
derivatives for �cross hedging� purposes (using a derivative based on one instrument as a hedge on a different
instrument) may also involve greater correlation risks.

� While using derivatives for hedging purposes can reduce the Fund�s risk of loss, it may also limit the Fund�s
opportunity for gains or result in losses by offsetting or limiting the Fund�s ability to participate in favorable
price movements in portfolio investments.

� Derivatives transactions for non-hedging purposes involve greater risks and may result in losses which
would not be offset by increases in the value of portfolio securities or declines in the cost of securities to be
acquired. In the event that the Fund enters into a derivatives transaction as an alternative to purchasing or
selling the underlying instrument or in order to obtain desired exposure to an index or market, the Fund will
be exposed to the same risks as are incurred in purchasing or selling the underlying instruments directly.

� The use of certain derivatives transactions involves the risk of loss resulting from the insolvency or
bankruptcy of the other party to the contract (the �counterparty�) or the failure by the counterparty to make
required payments or otherwise comply with the terms of the contract. In the event of default by a
counterparty, the Fund may have contractual remedies pursuant to the agreements related to the transaction.

� Liquidity risk exists when a particular derivative is difficult to purchase or sell. If a derivative transaction is
particularly large or if the relevant market is illiquid, the Fund may be unable to initiate a transaction or
liquidate a position at an advantageous time or price.

� Certain derivatives transactions, including over-the-counter (�OTC�) options, swaps, forward contracts, certain
options on foreign currencies and other OTC derivatives, are not entered into or traded on exchanges or in
markets regulated by the U.S. Commodity Futures Trading Commission (�CFTC�) or the SEC. Instead, such
OTC derivatives are entered into directly by the counterparties and may be traded only through financial
institutions acting as market makers. OTC derivatives transactions can only be entered into with a willing
counterparty. Where no such counterparty is available, the Fund will be unable to enter into a desired
transaction. There also may be greater risk that no liquid secondary market in the trading of OTC derivatives
will exist, in which case the Fund may be required to hold such instruments until exercise, expiration or
maturity. Many of the protections afforded to exchange participants will not be available to participants in
OTC derivatives transactions. OTC derivatives transactions are not subject to the guarantee of an exchange
or clearinghouse and as a result the Fund would bear greater risk of default by the counterparties to such
transactions.
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� The Fund may be required to make physical delivery of portfolio securities underlying a derivative in order
to close out a derivatives position or to sell portfolio securities at a time or price at which it may be
disadvantageous to do so in order to obtain cash to close out or to maintain a derivatives position.

� As a result of the structure of certain derivatives, adverse changes in the value of the underlying
instrument can result in a losses substantially greater than the amount invested in the derivative
itself. Certain derivatives have the potential for unlimited loss, regardless of the size of the initial
investment.

� Certain derivatives, including certain OTC options and swap agreements, may be considered illiquid.

� Certain derivative transactions may give rise to a form of leverage. Leverage associated with derivative
transactions may cause the Fund to sell portfolio securities when it may not be advantageous to do so to
satisfy its obligations or to meet segregation requirements, pursuant to applicable SEC rules and regulations,
or may cause the Fund to be more volatile than if the Fund had not been leveraged.
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� Derivatives transactions conducted outside the United States may not be conducted in the same manner as
those entered into on U.S. exchanges, and may be subject to different margin, exercise, settlement or
expiration procedures. Many of the risks of OTC derivatives transactions are also applicable to derivatives
transactions conducted outside the United States. Derivatives transactions conducted outside the United
States are subject to the risk of governmental action affecting the trading in, or the prices of, foreign
securities, currencies and other instruments The value of such positions could be adversely affected by
foreign political and economic factors; lesser availability of data on which to make trading decisions; delays
the Fund�s ability to act upon economic events occurring in foreign markets; and less liquidity than U.S.
markets.

� Currency derivatives are subject to additional risks. Currency derivatives transactions may be negatively
affected by government exchange controls, blockages, and manipulations. Currency exchange rates may be
influenced by factors extrinsic to a country�s economy. There is no systematic reporting of last sale
information with respect to foreign currencies. As a result, the available information on which trading in
currency derivatives will be based may not be as complete as comparable data for other transactions. Events
could occur in the foreign currency market which will not be reflected in currency derivatives until the
following day, making it more difficult for the Fund to respond to such events in a timely manner.

� Legislation regarding regulation of the financial sector, including the Dodd-Frank Wall Street Reform and
Consumer Protection Act (the �Dodd-Frank Act�), which was signed into law in July 2010, will change the
way in which certain derivative instruments are regulated and/or traded. Such regulation may impact the
availability, liquidity and cost of derivative instruments. While many provisions of the Dodd-Frank Act must
be implemented through future rulemaking, and any regulatory or legislative activity may not necessarily
have a direct, immediate effect upon the Fund, it is possible that, upon implementation of these measures or
any future measures, they could potentially limit or completely restrict the ability of the Fund to use certain
derivative instruments as a part of its investment strategy, increase the costs of using these instruments or
make them less effective. Limits or restrictions applicable to the counterparties with which the Fund engages
in derivatives transactions could also prevent the Fund from using these instruments or affect the pricing or
other factors relating to these instruments, or may change the availability of certain investments. The
Financial CHOICE Act, which was passed by the U.S. House of Representatives in June 2017, would, if
enacted, roll back parts of the Dodd-Frank Act. There can be no assurance that such legislation or regulation
will not have a material adverse effect on the Fund or will not impair the ability of the Fund to utilize certain
derivatives transactions or achieve its investment objective.

� In connection with an ongoing review by the SEC and its staff of the regulation of investment companies� use
of derivatives, in August 2011 the SEC issued a concept release to seek public comment on a wide range of
issues raised by the use of derivatives by investment companies. The SEC noted that it intends to consider
the comments to help determine whether regulatory initiatives or guidance are needed to improve the current
regulatory regime for investment companies and, if so, the nature of any such initiatives or guidance. While
the nature of any such regulations is uncertain at this time, it is possible that such regulations could limit the
implementation of the Fund�s use of derivatives, which could have an adverse impact on the Fund. The
Investment Adviser cannot predict the effects of these regulations on the Fund�s portfolio. The Investment
Adviser intends to monitor developments and seeks to manage the Fund�s portfolio in a manner consistent
with achieving the Fund�s investment objective, but there can be no assurance that they will be successful in
doing so.
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� Recently, the CFTC adopted amendments to its rules relating to the ability of an investment adviser to a
registered investment company to claim an exclusion from the definition of the term �commodity pool
operator� under the Commodity Exchange Act. If the Investment Adviser was unable to claim the exclusion
with respect to the Fund, the Investment Adviser would become subject to registration and regulation as a
commodity pool operator, which would subject the Investment Adviser and the Fund to additional
registration and regulatory requirements and increased operating expenses. The Fund intends to limit its
investments such that the Investment Adviser may continue to claim the exclusion with respect to the Fund,
which may limit the Fund�s ability to use certain Strategic Transactions, including futures, options on futures
and swaps.

S-6

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

49



Options

An option is a contract that gives the holder of the option the right, but not the obligation, to buy from (in the case of a
call option) or sell to (in the case of a put option) the seller of the option (the �option writer�) the underlying security at
a specified fixed price (the �exercise price�) prior to a specified date (the �expiration date�). The buyer of the option pays
to the option writer the option premium, which represents the purchase price of the option.

Exchange-traded options are issued by a regulated intermediary such as the Options Clearing Corporation (�OCC�),
which guarantees the performance of the obligations of the parties to such option. OTC options are purchased from or
sold to counterparties through direct bilateral agreement between the counterparties. Certain options, such as options
on individual securities, are settled through physical delivery of the underlying security, whereas other options, such
as index options, are settled in cash in an amount based on the value of the underlying instrument multiplied by a
specified multiplier.

Writing Options. The Fund may write call and put options. As the writer of a call option, the Fund receives the
premium from the purchaser of the option and has the obligation, upon exercise of the option, to deliver the
underlying security upon payment of the exercise price. If the option expires without being exercised the Fund is not
required to deliver the underlying security but retains the premium received.

The Fund may write call options that are �covered.� A call option on a security is covered if (a) the Fund owns the
security underlying the call or has an absolute and immediate right to acquire that security without additional cash
consideration (or, if additional cash consideration is required, such amount is maintained by the Fund in segregated
liquid assets) upon conversion or exchange of other securities held by the Fund; or (b) the Fund has purchased a call
on the underlying security, the exercise price of which is (i) equal to or less than the exercise price of the call written,
or (ii) greater than the exercise price of the call written, provided the difference is maintained by the Fund in
segregated liquid assets.

Selling call options involves the risk that the Fund may be required to sell the underlying security at a disadvantageous
price, below the market price of such security, at the time the option is exercised. As the writer of a covered call
option, the Fund gives up the opportunity during the option�s life to profit from increases in the market value of the
security covering the call option above the sum of the premium and the strike price of the call, but the Fund retains the
risk of loss should the price of the underlying security decline.

The Fund may also write uncovered call options (i.e., where the Fund does not own the underlying security or index).
Similar to a naked short sale, writing an uncovered call creates the risk of an unlimited loss, in that the price of the
underlying security could theoretically increase without limit, thus increasing the cost of buying those securities to
cover the call option if it is exercised before it expires. There can be no assurance that the securities necessary to cover
the call option will be available for purchase. Purchasing securities to cover an uncovered call option can itself cause
the price of the securities to rise, further exacerbating the loss.

The Fund may write put options. As the writer of a put option, the Fund receives the premium from the purchaser of
the option and has the obligation, upon exercise of the option, to pay the exercise price and receive delivery of the
underlying security. If the option expires without being exercised, the Fund is not required to receive the underlying
security in exchange for the exercise price but retains the option premium.

The Fund may write put options that are �covered.� A put option on a security is covered if (a) the Fund segregates
liquid assets equal to the exercise price; or (b) the Fund has purchased a put on the same security as the put written,
the exercise price of which is (i) equal to or greater than the exercise price of the put written, or (ii) less than the
exercise price of the put written, provided the difference is maintained by the Fund in segregated liquid assets.
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Selling put options involves the risk that the Fund may be required to buy the underlying security at a disadvantageous
price, above the market price of such security, at the time the option is exercised. While the Fund�s potential gain in
writing a covered put option is limited to the premium received plus the interest earned on the liquid assets covering
the put option, the Fund�s risk of loss is equal to the entire value of the underlying security, offset only by the amount
of the premium received.
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The Fund may also write uncovered put options. The seller of an uncovered put option theoretically could lose an
amount equal to the entire aggregate exercise price of the option if the underlying security were to become valueless.

The Fund may close out an options position which it has written through a closing purchase transaction. The Fund
would execute a closing purchase transaction with respect to a call option written by purchasing a call option on the
same underlying security and having the same exercise price and expiration date as the call option written by the
Fund. The Fund would execute a closing purchase transaction with respect to a put option written by purchasing a put
option on the same underlying security and having the same exercise price and expiration date as the put option
written by the Fund. A closing purchase transaction may or may not result in a profit to the Fund. The Fund could
close out its position as an option writer only if a liquid secondary market exists for options of that series and there is
no assurance that such a market will exist with respect to any particular option.

The writer of an option generally has no control over the time when the option is exercised and the option writer is
required to deliver or acquire the underlying security. Once an option writer has received an exercise notice, it cannot
effect a closing purchase transaction in order to terminate its obligation under the option. Thus, the use of options may
require the Fund to buy or sell portfolio securities at inopportune times or for prices other than the current market
values of such securities, may limit the amount of appreciation the Fund can realize on an investment, or may cause
the Fund to hold a security that it might otherwise sell.

Purchasing Options. The Fund may purchase call and put options. As the buyer of a call option, the Fund pays the
premium to the option writer and has the right to purchase the underlying security from the option writer at the
exercise price. If the market price of the underlying security rises above the exercise price, the Fund could exercise the
option and acquire the underlying security at a below market price, which could result in a gain to the Fund, minus the
premium paid. As the buyer of a put option, the Fund pays the premium to the option writer and has the right to sell
the underlying security to the option writer at the exercise price. If the market price of the underlying security declines
below the exercise price, the Fund could exercise the option and sell the underlying security at an above market price,
which could result in a gain to the Fund, minus the premium paid. The Fund may buy call and put options whether or
not it holds the underlying securities.

As a buyer of a call or put option, the Fund may sell put or call options that it has purchased at any time prior to such
option�s expiration date through a closing sale transaction. The principal factors affecting the market value of a put or a
call option include supply and demand, interest rates, the current market price of the underlying security in relation to
the exercise price of the option, the volatility of the underlying security, the underlying security�s dividend policy, and
the time remaining until the expiration date. A closing sale transaction may or may not result in a profit to the Fund.
The Fund�s ability to initiate a closing sale transaction is dependent upon the liquidity of the options market and there
is no assurance that such a market will exist with respect to any particular option. If the Fund does not exercise or sell
an option prior to its expiration date, the option expires and becomes worthless.

OTC Options. Unlike exchange-traded options, which are standardized with respect to the underlying instrument,
expiration date, contract size and strike price, the terms of OTC options generally are established through negotiation
between the parties to the options contract. This type of arrangement allows the purchaser and writer greater flexibility
to tailor the option to their needs. OTC options are available for a greater variety of securities or baskets of securities,
and in a wider range of expiration dates and exercise prices than exchange-traded options. However, unlike
exchange-traded options, which are issued and guaranteed by a regulated intermediary, such as the OCC, OTC options
are entered into directly with the counterparty. Unless the counterparties provide for it, there is no central clearing or
guaranty function for an OTC option. Therefore, OTC options are subject to the risk of default or non-performance by
the counterparty. Accordingly, the Investment Adviser must assess the creditworthiness of the counterparty to
determine the likelihood that the terms of the option will be satisfied. There can be no assurance that a continuous
liquid secondary market will exist for any particular OTC option at any specific time. As a result, the Fund may be
unable to enter into closing sale transactions with respect to OTC options.

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

52



Index Options. Call and put options on indices operate similarly to options on securities. Rather than the right to buy
or sell a single security at a specified price, options on an index give the holder the right to receive, upon exercise of
the option, an amount of cash determined by reference to the value of the underlying index. The underlying index
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may be a broad-based index or a narrower market index. Unlike options on securities, all settlements are in cash. The
settlement amount, which the writer of an index option must pay to the holder of the option upon exercise, is generally
equal to the difference between the fixed exercise price of the option and the value of the underlying index, multiplied
by a specified multiplier. The multiplier determines the size of the investment position the option represents. Gain or
loss to the Fund on index options transactions will depend on price movements in the underlying securities market
generally or in a particular segment of the market rather than price movements of individual securities. As with other
options, the Fund may close out its position in index options through closing purchase transactions and closing sale
transactions provided that a liquid secondary market exists for such options.

Index options written by the Fund may be covered in a manner similar to the covering of other types of options, by
holding an offsetting financial position and/or segregating liquid assets. The Fund may cover call options written on
an index by owning securities whose price changes, in the opinion of the Investment Adviser, are expected to correlate
to those of the underlying index.

Foreign Currency Options. Options on foreign currencies operate similarly to options on securities. Rather than the
right to buy or sell a single security at a specified price, options on foreign currencies give the holder the right to buy
or sell foreign currency for a fixed amount in U.S. dollars. Options on foreign currencies are traded primarily in the
OTC market, but may also be traded on United States and foreign exchanges. The value of a foreign currency option
is dependent upon the value of the underlying foreign currency relative to the U.S. dollar. The price of the option may
vary with changes in the value of either or both currencies and has no relationship to the investment merits of a
foreign security. Options on foreign currencies are affected by all of those factors which influence foreign exchange
rates and foreign investment generally. As with other options, the Fund may close out its position in foreign currency
options through closing purchase transactions and closing sale transactions provided that a liquid secondary market
exists for such options. Foreign currency options written by the Fund may be covered in a manner similar to the
covering of other types of options, by holding an offsetting financial position and/or segregating liquid assets.

Additional Risks of Options Transactions. The risks associated with options transactions are different from, and
possibly greater than, the risks associated with investing directly in the underlying instruments. Options are highly
specialized instruments that require investment techniques and risk analyses different from those associated with other
portfolio investments. The use of options requires an understanding not only of the underlying instrument but also of
the option itself. Options may be subject to the risk factors generally applicable to derivatives transactions described
herein, and may also be subject to certain additional risk factors, including:

� The exercise of options written or purchased by the Fund could cause the Fund to sell portfolio securities,
thus increasing the Fund�s portfolio turnover.

� The Fund pays brokerage commissions each time it writes or purchases an option or buys or sells an
underlying security in connection with the exercise of an option. Such brokerage commissions could be
higher relative to the commissions for direct purchases of sales of the underlying securities.

� The Fund�s options transactions may be limited by limitations on options positions established by the
exchanges on which such options are traded.

� The hours of trading for exchange listed options may not coincide with the hours during which the
underlying securities are traded. To the extent that the options markets close before the markets for the

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

54



underlying securities, significant price and rate movements can take place in the underlying securities that
cannot be reflected in the options markets.

� Index options based upon a narrower index of securities may present greater risks than options based on
broad market indexes, as narrower indexes are more susceptible to rapid and extreme fluctuations as a result
of changes in the values of a small number of securities.

� The Fund is subject to the risk of market movements between the time that an option is exercised and the
time of performance thereunder, which could increase the extent of any losses suffered by the Fund in
connection with options transactions.
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Futures Contracts

A futures contract is a standardized agreement between two parties to buy or sell a specific quantity of an underlying
instrument at a specific price at a specific future time (the �settlement date�). Futures contracts may be based on a
specified equity security (securities futures), a specified debt security or reference rate (interest rate futures), the value
of a specified securities index (index futures) or the value of a foreign currency (forward contracts and currency
futures). The value of a futures contract tends to increase and decrease in tandem with the value of the underlying
instrument. The buyer of a futures contract agrees to purchase the underlying instrument on the settlement date and is
said to be �long� the contract. The seller of a futures contract agrees to sell the underlying instrument on the settlement
date and is said to be �short� the contract. Futures contracts differ from options in that they are bilateral agreements,
with both the purchaser and the seller equally obligated to complete the transaction. Futures contracts call for
settlement only on the expiration date and cannot be �exercised� at any other time during their term.

Depending on the terms of the particular contract, futures contracts are settled through either physical delivery of the
underlying instrument on the settlement date (such as in the case of securities futures and interest rate futures based on
a specified debt security) or by payment of a cash settlement amount on the settlement date (such as in the case of
futures contracts relating to interest rates, foreign currencies and broad-based securities indexes). In the case of cash
settled futures contracts, the settlement amount is equal to the difference between the reference instrument�s price on
the last trading day of the contract and the reference instrument�s price at the time the contract was entered into. Most
futures contracts, particularly futures contracts requiring physical delivery, are not held until the settlement date, but
instead are offset before the settlement date through the establishment of an opposite and equal futures position
(buying a contract that had been sold, or selling a contract that had been purchased). All futures transactions (except
currency forward contracts) are effected through a clearinghouse associated with the exchange on which the futures
are traded.

The buyer and seller of a futures contract are not required to deliver or pay for the underlying commodity unless the
contract is held until the settlement date. However, both the buyer and seller are required to deposit �initial margin� with
a futures commodities merchant when the futures contract is entered into. Initial margin deposits are typically
calculated as a percentage of the contract�s market value. If the value of either party�s position declines, the party will
be required to make additional �variation margin� payments to settle the change in value on a daily basis. The process is
known as �marking-to-market.� Upon the closing of a futures position through an the establishment of an offsetting
position, a final determination of variation margin will be made and additional cash will be paid by or released to the
Fund.

In addition, the Fund may be required to maintain segregated liquid assets in order to cover futures transactions. The
Fund will segregate liquid assets in an amount equal to the difference between the market value of a futures contract
entered into by the Fund and the aggregate value of the initial and variation margin payments made by the Fund with
respect to such contract.

Currency Forward Contracts and Currency Futures. A foreign currency forward contract is a negotiated agreement
between two parties to exchange specified amounts of two or more currencies at a specified future time at a specified
rate. The rate specified by the forward contract can be higher or lower than the spot rate between the currencies that
are the subject of the contract. Settlement of a foreign currency forward contract for the purchase of most currencies
typically must occur at a bank based in the issuing nation. Currency futures are similar to currency forward contracts,
except that they are traded on an exchange and standardized as to contract size and delivery date. Most currency
futures call for payment or delivery in U.S. dollars. Unanticipated changes in currency prices may result in losses to
the Fund and poorer overall performance for the Fund than if it had not entered into forward contracts.

Options on Futures Contracts. Options on futures contracts are similar to options on securities except that options on
futures contracts give the purchasers the right, in return for the premium paid, to assume a position in a futures
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contract (a long position in the case of a call option and a short position in the case of a put option) at a specified
exercise price at any time prior to the expiration of the option. Upon exercise of the option, the parties will be subject
to all of the risks associated with futures transactions and subject to margin requirements. As the writer of options on
futures contracts, the Fund would also be subject to initial and variation margin requirements on the option position.
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Options on futures contracts written by the Fund may be covered in a manner similar to the covering of other types of
options, by holding an offsetting financial position and/or segregating liquid assets. The Fund may cover an option on
a futures contract by purchasing or selling the underlying futures contract. In such instances the exercise of the option
will serve to close out the Fund�s futures position.

Additional Risks of Futures Transactions. The risks associated with futures contract transactions are different from,
and possibly greater than, the risks associated with investing directly in the underlying instruments. Futures are highly
specialized instruments that require investment techniques and risk analyses different from those associated with other
portfolio investments. The use of futures requires an understanding not only of the underlying instrument but also of
the futures contract itself. Futures may be subject to the risk factors generally applicable to derivatives transactions
described herein, and may also be subject to certain additional risk factors, including:

� The risk of loss in buying and selling futures contracts can be substantial. Small price movements in the
commodity underlying a futures position may result in immediate and substantial loss (or gain) to the Fund.

� Buying and selling futures contracts may result in losses in excess of the amount invested in the position in
the form of initial margin. In the event of adverse price movements in the underlying commodity, security,
index, currency or instrument, the Fund would be required to make daily cash payments to maintain its
required margin. The Fund may be required to sell portfolio securities in order to meet daily margin
requirements at a time when it may be disadvantageous to do so. The Fund could lose margin payments
deposited with a futures commodities merchant if the futures commodities merchant breaches its agreement
with the Fund, becomes insolvent or declares bankruptcy.

� Most exchanges limit the amount of fluctuation permitted in futures contract prices during any single trading
day. Once the daily limit has been reached in a particular futures contract, no trades may be made on that day
at prices beyond that limit. If futures contract prices were to move to the daily limit for several trading days
with little or no trading, the Fund could be prevented from prompt liquidation of a futures position and
subject to substantial losses. The daily limit governs only price movements during a single trading day and
therefore does not limit the Fund�s potential losses.

� Index futures based upon a narrower index of securities may present greater risks than futures based on
broad market indexes, as narrower indexes are more susceptible to rapid and extreme fluctuations as a result
of changes in value of a small number of securities.

Swap Contracts and Related Derivative Instruments

A swap contract is an agreement between two parties pursuant to which the parties exchange payments at specified
dates on the basis of a specified notional amount, with the payments calculated by reference to specified securities,
indexes, reference rates, currencies or other instruments. Most swap agreements provide that when the period payment
dates for both parties are the same, the payments are made on a net basis (i.e., the two payment streams are netted out,
with only the net amount paid by one party to the other). The Fund�s obligations or rights under a swap contract
entered into on a net basis will generally be equal only to the net amount to be paid or received under the agreement,
based on the relative values of the positions held by each counterparty. Swap agreements are not entered into or traded
on exchanges and there is no central clearing or guaranty function for swaps. Therefore, swaps are subject to the risk
of default or non-performance by the counterparty. Accordingly, the Investment Adviser must assess the
creditworthiness of the counterparty to determine the likelihood that the terms of the swap will be satisfied.
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Swap agreements allow for a wide variety of transactions. For example, fixed rate payments may be exchanged for
floating rate payments, U.S. dollar denominated payments may be exchanged for payments denominated in foreign
currencies, and payments tied to the price of one security, index, reference rate, currency or other instrument may be
exchanged for payments tied to the price of a different security, index, reference rate, currency or other instrument.
Swap contracts are typically individually negotiated and structured to provide exposure to a variety of particular types
of investments or market factors. Swap contracts can take many different forms and are known by a variety of names.
To the extent consistent with the Fund�s investment objectives and policies, the Fund is not limited to any particular
form or variety of swap contract. The Fund may utilize swaps to increase or decrease their exposure to the underlying
instrument, reference rate, foreign currency, market index or other asset. The Fund may also enter into related
derivative instruments including caps, floors and collars.
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The Fund may be required to cover swap transactions. Obligations under swap agreements entered into on a net basis
are generally accrued daily and any accrued but unpaid amounts owed by the Fund to the swap counterparty will be
covered by segregating liquid assets. If the Fund enters into a swap agreement on other than a net basis, the Fund will
segregate liquid assets with a value equal to the full amount of the Fund�s accrued obligations under the agreement.

Interest Rate Swaps, Caps, Floors and Collars. Interest rate swaps consist of an agreement between two parties to
exchange their respective commitments to pay or receive interest (e.g., an exchange of floating rate payments for fixed
rate payments). Interest rate swaps are generally entered into on a net basis.

The Fund may also buy or sell interest rate caps, floors and collars. The purchase of an interest rate cap entitles the
purchaser, to the extent that a specified index exceeds a predetermined interest rate, to receive payments of interest on
a specified notional amount from the party selling the interest rate cap. The purchase of an interest rate floor entitles
the purchaser, to the extent that a specified index falls below a predetermined interest rate, to receive payments of
interest on a specified notional amount from the party selling the interest rate floor. A collar is a combination of a cap
and a floor that preserves a certain return within a predetermined range of interest rate of values. Caps, floors and
collars may be less liquid that other types of swaps. If the Fund sells caps, floors and collars, it will segregate liquid
assets with a value equal to the full amount, accrued daily, of the Fund�s net obligations with respect to the caps, floors
or collars.

Index Swaps. An index swap consists of an agreement between two parties in which a party exchanges a cash flow
based on a notional amount of a reference index for a cash flow based on a different index or on another specified
instrument or reference rate. Index swaps are generally entered into on a net basis.

Currency Swaps. A currency swap consists of an agreement between two parties to exchange cash flows on a notional
amount of two or more currencies based on the relative value differential among them, such as exchanging a right to
receive a payment in foreign currency for the right to receive U.S. dollars. Currency swap agreements may be entered
into on a net basis or may involve the delivery of the entire principal value of one designated currency in exchange for
the entire principal value of another designated currency. In such cases, the entire principal value of a currency swap
is subject to the risk that the counterparty will default on its contractual delivery obligations.

Credit Default Swaps. The Fund may enter into credit default swap contracts and options thereon. A credit default
swap consists of an agreement between two parties in which the �buyer� agrees to pay to the �seller� a periodic stream of
payments over the term of the contract and the seller agrees to pay the buyer the par value (or other agreed-upon value
) of a referenced debt obligation upon the occurrence of a credit event with respect to the issuer of the referenced debt
obligation. Generally, a credit event means bankruptcy, failure to pay, obligation acceleration or modified
restructuring. The Fund may be either the buyer or seller in a credit default swap. As the buyer in a credit default
swap, the Fund would pay to the counterparty the periodic stream of payments. If no default occurs, the Fund would
receive no benefit from the contract. As the seller in a credit default swap, the Fund would receive the stream of
payments but would be subject to exposure on the notional amount of the swap, which it would be required to pay in
the event of default. The Fund generally segregates liquid assets to cover any potential obligation under a credit
default swap sold by it. The use of credit default swaps could result in losses to the Fund if the Investment Adviser
fails to correctly evaluate the creditworthiness of the issuer of the referenced debt obligation.

Inflation Swaps. Inflation swap agreements are contracts in which one party agrees to pay the cumulative percentage
increase in a price index, such as the Consumer Price Index, over the term of the swap (with some lag on the
referenced inflation index), and the other party pays a compounded fixed rate. Inflation swap agreements may be used
to protect the net asset value of the Fund against an unexpected change in the rate of inflation measured by an inflation
index. The value of inflation swap agreements is expected to change in response to changes in real interest rates. Real
interest rates are tied to the relationship between nominal interest rates and the rate of inflation. If nominal interest
rates increase at a faster rate than inflation, real interest rates may rise, leading to a decrease in value of an inflation
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swap agreement.
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Swaptions. An option on a swap agreement, also called a �swaption,� is an option that gives the buyer the right, but not
the obligation, to enter into a swap on a future date in exchange for paying a market based �premium.� A receiver
swaption gives the owner the right to receive the total return of a specified asset, reference rate, or index. A payer
swaption gives the owner the right to pay the total return of a specified asset, reference rate, or index. Swaptions also
include options that allow an existing swap to be terminated or extended by one of the counterparties.

General Risks of Swaps. The risks associated with swap transactions are different from, and possibly greater than, the
risks associated with investing directly in the underlying instruments. Swaps are highly specialized instruments that
require investment techniques and risk analyses different from those associated with other portfolio investments. The
use of swaps requires an understanding not only of the underlying instrument but also of the swap contract itself.
Swap transactions may be subject to the risk factors generally applicable to derivatives transactions described above,
and may also be subject to certain additional risk factors, including:

� Swap agreements are not traded on exchanges and not subject to government regulation like exchange-traded
derivatives. As a result, parties to a swap agreement are not protected by such government regulations as
participants in transactions in derivatives traded on organized exchanges.

� In addition to the risk of default by the counterparty, if the creditworthiness of a counterparty to a swap
agreement declines, the value of the swap agreement would be likely to decline, potentially resulting in
losses.

� The swaps market is a relatively new market and is largely unregulated. It is possible that further
developments in the swaps market, including potential governmental regulation, could adversely affect the
Fund�s ability to utilize swaps, terminate existing swap agreements or realize amounts to be received under
such agreements.

Structured Products

The Fund also may invest a portion of its assets in structured notes and other types of structured investments (referred
to collectively as �structured products�). A structured note is a derivative security for which the amount of principal
repayment and/or interest payments is based on the movement of one or more �factors.� These factors include, but are
not limited to, currency exchange rates, interest rates (such as the prime lending rate or LIBOR), referenced bonds and
stock indices. The cash flow or rate of return on a structured note may be determined by applying a multiplier to the
rate of total return on the referenced factor. Application of a multiplier is comparable to the use of financial leverage, a
speculative technique. Leverage magnifies the potential for gain and the risk of loss. As a result, a relatively small
decline in the value of the referenced factor could result in a relatively large loss in the value of a structured note.

Investments in structured notes involve risks including interest rate risk, credit risk and market risk. Where the Fund�s
investments in structured notes are based upon the movement of one or more factors, including currency exchange
rates, interest rates, referenced bonds and stock indices, depending on the factor used and the use of multipliers or
deflators, changes in interest rates and movement of the factor may cause significant price fluctuations. Additionally,
changes in the reference factor may cause the interest rate on the structured note to be reduced to zero and any further
changes in the reference factor may then reduce the principal amount payable on maturity. Structured notes may be
less liquid than other types of securities and more volatile than the reference factor underlying the note.

Generally, structured investments are interests in entities organized and operated for the purpose of restructuring the
investment characteristics of underlying investment interests or securities. These investment entities may be structured
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as trusts or other types of pooled investment vehicles. This type of restructuring generally involves the deposit with or
purchase by an entity of the underlying investments and the issuance by that entity of one or more classes of securities
backed by, or representing interests in, the underlying investments. The cash flow or rate of return on the underlying
investments may be apportioned among the newly issued securities to create different investment characteristics, such
as varying maturities, credit quality, payment priorities and interest rate provisions. The Fund may have the right to
receive payments to which it is entitled only from the structured investment, and generally does not have direct rights
against the issuer. Holders of structured investments bear risks of the underlying investment and are subject to
counterparty risk. While certain structured investment vehicles enable the
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investor to acquire interests in a pool of securities without the brokerage and other expenses associated with directly
holding the same securities, investors in structured investment vehicles generally pay their share of the investment
vehicle�s administrative and other expenses.

Certain structured products may be thinly traded or have a limited trading market and may have the effect of
increasing the Fund�s illiquidity to the extent that the Fund, at a particular point in time, may be unable to find
qualified buyers for these securities.

Combined Transactions

Combined transactions involve entering into multiple derivatives transactions (such as multiple options transactions,
including purchasing and writing options in combination with each other; multiple futures transactions; and
combinations of options, futures, forward and swap transactions) instead of a single derivatives transaction in order to
customize the risk and return characteristics of the overall position. Combined transactions typically contain elements
of risk that are present in each of the component transactions. The Fund may enter into a combined transaction instead
of a single derivatives transaction when, in the opinion of the Investment Adviser, it is in the best interest of the Fund
to do so. Because combined transactions involve multiple transactions, they may result in higher transaction costs and
may be more difficult to close out.

Regulatory Matters

As described herein, the Fund may be required to cover its potential economic exposure to certain derivatives
transactions by holding an offsetting financial position and/or segregating or earmarking liquid assets equal in value to
the Fund�s potential economic exposure under the transaction. The Fund will cover such transactions as described
herein or in such other manner as may be in accordance with applicable laws and regulations. Assets used to cover
derivatives transactions cannot be sold while the derivatives position is open, unless they are replaced by other
appropriate assets. Segregated or earmarked liquid assets and assets held in margin accounts are not otherwise
available to the Fund for investment purposes. If a large portion of the Fund�s assets are used to cover derivatives
transactions or are otherwise segregated, it could affect portfolio management or other current obligations. With
respect to derivatives which are cash-settled (i.e., have no physical delivery requirement), the Fund is permitted to
segregate or earmark cash and/or liquid securities in an amount equal to the Fund�s daily marked-to-market net
obligations (i.e., the daily net liability) under the derivative, if any, rather than the derivative�s full notional value or the
market value of the instrument underlying the derivative, as applicable. By segregating or earmarking cash and/or
liquid securities equal to only its net obligations under cash-settled derivatives, the Fund will have the ability to
employ a form of leverage through the use of certain derivative transactions to a greater extent than if the Fund were
required to segregate assets equal to the full notional amount of the derivative or the market value of the underlying
instrument, as applicable.

Each of the exchanges and other trading facilitates on which options are traded has established limitations on the
maximum number of put or call options on a given underlying security that may be written by a single investor or
group of investors acting in concert, regardless of whether the options are written on different exchanges or through
one or more brokers. These position limits may restrict the number of listed options which the Fund may write. Option
positions of all investment companies advised by the Investment Adviser are combined for purposes of these limits.
An exchange may order the liquidation of positions found to be in excess of these limits and may impose certain other
sanctions or restrictions.

INVESTMENT RESTRICTIONS

The Fund operates under the following restrictions that constitute fundamental policies that, except as otherwise
noted, cannot be changed without the affirmative vote of the holders of a majority of the outstanding voting securities
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of the Fund voting together as a single class, which is defined by the 1940 Act as the lesser of (i) 67% or more of the
Fund�s voting securities present at a meeting, if the holders of more than 50% of the Fund�s outstanding voting
securities are present or represented by proxy; or (ii) more than 50% of the Fund�s outstanding voting securities.
Except as otherwise noted, all percentage limitations set forth below apply immediately after a purchase
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or initial investment and any subsequent change in any applicable percentage resulting from market fluctuations does
not require any action. These restrictions provide that the Fund shall not:

1.    Purchase or sell real estate unless acquired as a result of ownership of securities or other instruments, provided
that this restriction does not prevent the Fund from investing in issuers which invest, deal, or otherwise engage in
transactions in real estate or interests in real estate, or investing in securities that are secured by real estate or interests
in real estate.

2.    Concentrate the Fund�s investments in a particular �industry,� as that term is used in the 1940 Act, and as
interpreted, modified or otherwise permitted by regulatory authority having jurisdiction from time to time; provided,
however, that the Fund will, in normal circumstances, invest more than 25% of its assets in the natural resources
industry, including MLPs operating in such industry, and may invest to an unlimited degree in securities issued or
guaranteed by the U.S. Government or any of its agencies or instrumentalities.

3.    Borrow money or issue senior securities, except to the extent permitted by the 1940 Act, or any rules, exemptions
or interpretations under the 1940 Act that may be adopted, granted or issued by the SEC or its staff.

4.    Make loans to other persons except (a) through the lending of the Fund�s portfolio securities, (b) through the
purchase of debt obligations, loan participations and/or engaging in direct corporate loans in accordance with the
Fund�s investment objective and policies, and (c) to the extent the entry into a repurchase agreement is deemed to be a
loan. The Fund may also make loans to other investment companies to the extent permitted by the 1940 Act, or any
rules, exemptions or interpretations under the 1940 Act that may be adopted, granted or issued by the SEC or its staff.

5.    Act as an underwriter except to the extent that, in connection with the disposition of portfolio securities, the Fund
may be deemed to be an underwriter under applicable securities laws.

6.    Purchase or sell physical commodities and commodity contracts, except that it may: (i) enter into futures contracts
and options on commodities in accordance with applicable law; and (ii) purchase or sell physical commodities that it
acquires as a result of ownership of securities or other instruments. The Fund will not consider stock index, currency
and other financial futures contracts, swaps, or hybrid instruments to be commodities for purposes of this investment
policy.

The rest of the Fund�s investment policies, including the Fund�s investment objective and percentage parameters
described in the Fund�s Prospectus, are not fundamental policies of the Fund and may be changed without shareholder
approval.

MANAGEMENT OF THE FUND

Board of Trustees

The Board of Trustees of the Fund provides broad oversight over the operations and affairs of the Fund and protects
the interests of shareholders. The Board of Trustees of the Fund has overall responsibility for monitoring the
operations of the Fund and for supervising the services provided by the Investment Adviser and other organizations.
The officers of the Fund are responsible for managing the day-to-day operations of the Fund.

The names and ages of the Trustees and officers of the Fund, the year each was first elected or appointed to office,
their principal business occupations during the last five years, the number of funds overseen by each Trustee and other
directorships or trusteeships during the last five years are shown below. The business address of the Fund, its Trustees
and officers is 8117 Preston Road, Suite 440, Dallas, Texas 75225.
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Name and Year

of Birth              
Position(s) Held
With the Fund

Term of Office
and

Length of
Time Served (1)

Principal Occupations

During Past Five

Years

Number of
Portfolios in Fund

Complex(2)
Overseen 

by
Trustee

Other

Directorships
Held by Trustee
During the Past

Five Years
Independent Trustees

Brian R. Bruce

(1955)

Lead
Independent
Trustee

Trustee
since
2007

Chief Executive
Officer, Hillcrest Asset
Management, LLC
(2008 to present)
(registered investment
adviser). Previously,
Director of Southern
Methodist University�s
ENCAP Investment &
LCM Group
Alternative Asset
Management Center
(2006 to 2011); Chief
Investment Officer of
Panagora Asset
Management, Inc.
(1999 to 2007)
(investment
management company).

4 CM Advisers
Family of Funds (2
series) and
Dreman
Contrarian Funds
(2 series)
(2007-present).

Brenda A. Cline

(1960)

Trustee and
Chair of
Audit
Committee

Trustee
since
2017

Vice President, Chief
Financial Officer,
Secretary and Treasurer
of Kimbell Art
Foundation
(1993-present).

4 American Beacon
Funds (25 series)
(2004-present);
Tyler
Technologies, Inc.
(2014-present)
(software); Range
Resources
Corporation
(2015-present)
(natural gas and oil
exploration and
production).

Ronald P. Trout

(1939)

Trustee and
Chair of the
Nominating
and
Corporate
Governance
Committee

Trustee
since
2007

Retired. Previously, a
founding partner and
Senior Vice President
of Hourglass Capital
Management, Inc.
(1989 to 2002)
(investment
management company).

4 Dorchester
Minerals LP
(2008-present)
(acquisition,
ownership and
administration of
natural gas and
crude oil royalty,

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

68



net profits and
leasehold interests
in the U.S.).

Interested Trustee

Jerry V. Swank*

(1951)

Trustee,
Chair of the
Board and
Chief
Executive
Officer and
President

Trustee
since
2007

Managing Partner of
the Investment Adviser
and founder of Swank
Capital, LLC of (2000
to present).

4 Previously, E-T
Energy Ltd. (2008
to 2014)
(developing,
operating,
producing and
selling recoverable
bitumen); Central
Energy Partners,
LP (2010 to 2014)
(storage and
transportation of
refined petroleum
products and
petrochemicals).

(1) Each Trustee serves a two year term concurrent with the class of Trustees for which he serves.

� Brian R. Bruce, as Class I Trustee, is expected to stand for re-election at the Fund�s 2020 annual meeting of
shareholders.

� Jerry V. Swank and Brenda A. Cline, as Class II Trustees, are expected to stand for re-election at the Fund�s
2021 annual meeting of shareholders.
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� Ronald P. Trout, as Class III Trustee, is expected to stand for re-election at the Fund�s 2019 annual meeting
of shareholders.

(2) The �Fund Complex� includes each other registered investment company for which the Investment Adviser serves
as investment adviser. As of the date of this SAI, there are four funds (including the Fund) in the �Fund Complex.�

* Mr. Swank is an �interested person� of the Fund, as defined under the 1940 Act, by virtue of his position as
Managing Partner of the Investment Adviser.

Trustee Qualifications

The Board of Trustees has determined that each Trustee should serve as such based on several factors (none of which
alone is decisive). Among the factors the Board of Trustees considered when concluding that an individual should
serve on the Board of Trustees were the following: (i) availability and commitment to attend meetings and perform the
responsibilities of a Trustee, (ii) personal and professional background, (iii) educational background, (iv) financial
expertise, and (v) ability, judgment, attributes and expertise. In respect of each current Trustee, the individual�s
professional accomplishments and prior experience, including, in some cases, in fields related to the operations of the
Fund, were a significant factor in the determination that the individual should serve as a trustee of the Fund.

Following is a summary of various qualifications, experiences and skills of each Trustee (in addition to business
experience during the past five years as set forth in the table above) that contributed to the Board of Trustee�s
conclusion that an individual should serve on the Board of Trustees. References to the qualifications, attributes and
skills of Trustees do not constitute the holding out of any Trustee as being an expert under Section 7 of the Securities
Act of 1933, as amended (�Securities Act�) or the rules and regulations of the SEC.

Brian R. Bruce. Mr. Bruce has served as a Trustee of the Fund since the Fund�s inception, and has served as a Trustee
of the portfolios in the Fund Complex since 2007. Through his experience as a Trustee of and Chairman of the Audit
Committee of funds in the Fund Complex and certain other registered investment companies, as a professor at
Southern Methodist University�s Cox School of Business and Director of the ENCAP Investments & LCM Group
Alternative Asset Management Center and as a chief executive officer, and formerly chief investment officer, of
investment management firms, Mr. Bruce is experienced in financial, accounting, regulatory and investment matters.

Brenda A. Cline. Ms. Cline has served as a trustee of a family of investment companies since 2004. Through her
organizational management, financial and investment experience as executive vice president, chief financial officer,
secretary and treasurer to a private foundation, service as an investment company trustee, service as a director and
member of the audit and nominating and governance committees of various publicly held companies, service as a
trustee to a private university, and several charitable boards, and extensive experience as an audit senior manager with
a large public accounting firm, Ms. Cline is experienced in financial, accounting, regulatory and investment matters.

Ronald P. Trout. Mr. Trout has served as a Trustee of the Fund since the Fund�s inception, and has served as a trustee
of the portfolios in the Fund Complex since 2007. Through his experience as a Trustee of Funds in the Fund Complex,
as founding partner and senior vice president of an investment management firm and his service on the board of a
publicly traded natural resources company, Mr. Trout is experienced in financial, regulatory and investment matters.

Jerry V. Swank. Mr. Swank has served as a Trustee of the Fund since the Fund�s inception, and has served as a Trustee
of the portfolios in the Fund Complex since 2007. Through his experience as a Trustee and chairman of the Board of
Trustees of Funds in the Fund Complex, managing partner of the Investment Adviser and founder of Swank Capital,
LLC and his extensive professional experience, with investment firms and an oil & gas research and consulting,
Mr. Swank is experienced in financial, regulatory and investment matters.

Board Leadership Structure
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The primary responsibility of the Board of Trustees is to represent the interests of the Fund and to provide oversight of
the management of the Fund. The Fund�s day-to-day operations are managed by the Investment Adviser and other
service providers who have been approved by the Board. The Board is currently comprised of four Trustees, three of
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whom are classified under the 1940 Act as �non-interested� persons of the Fund (�Independent Trustees�) and one of
whom is classified as an interested person of the Fund (�Interested Trustee�). Generally, the Board acts by majority vote
of all the Trustees, including a majority vote of the Independent Trustees if required by applicable law.

An Interested Trustee, Mr. Jerry V. Swank, currently serves as Chairman of the Board. The Chairman of the Board
presides at meetings of the Board and acts as a liaison with service providers, officers, attorneys and other Trustees
generally between meetings, and performs such other functions as may be requested by the Board from time to time.

The Independent Trustees have selected Mr. Brian R. Bruce as lead Independent Trustee. The lead Independent
Trustee participates in the planning of Board meetings, seeks to encourage open dialogue and independent inquiry
among the trustees and management, and performs such other functions as may be requested by the Independent
Trustees from time to time.

The Board meets regularly meets four times each year to discuss and consider matters concerning the Fund, and also
holds special meetings to address matters arising between regular meetings. Regular meetings generally take place
in-person; other meetings may take place in-person or by telephone. The Independent Trustees are advised by
independent legal counsel and regularly meet outside the presence of Fund management.

The Trustees have determined that the efficient conduct of the Trustees� affairs makes it desirable to delegate
responsibility for certain specific matters to committees of the Board. The committees meet as often as necessary,
either in conjunction with regular meetings of the Board or otherwise. The committees of the Board are the Audit
Committee and the Nominating and Corporate Governance Committee (each a �Committee�). The functions and role of
each Committee are described below under ��Board Committees.� The membership of each Committee consists of all of
the Independent Trustees, which the Board believes allows them to participate in the full range of the Board�s oversight
duties.

The Board has determined that this leadership structure, including a Chairman of the Board who is an Interested
Trustee, a Lead Independent Trustee, a supermajority of Independent Trustees and Committee membership limited to
Independent Trustees, is appropriate in light of the characteristics and circumstances of the Fund. In reaching this
conclusion, the Board considered, among other things, the role of the Investment Adviser in the day-to-day
management of Fund affairs, the extent to which the work of the Board will be conducted through the Committees, the
projected net assets of the Fund and the management, distribution and other service arrangements of the Fund. The
Board also believes that its structure, including the presence of one Trustee who is an executive officer of the
Investment Adviser, facilitates an efficient flow of information concerning the management of the Fund to the
Independent Trustees.

Board Committees

Nominating and Corporate Governance Committee. Brian R. Bruce, Ronald P. Trout and Brenda A. Cline, who are
not �interested persons� of the Fund, as defined in the 1940 Act, serve on the Fund�s Nominating and Corporate
Governance Committee. Ronald P. Trout serves as chair of the Nominating and Corporate Governance Committee. As
part of its duties, the Nominating and Corporate Governance Committee makes recommendations to the full Board
with respect to candidates for the Board in the event that a position is vacated or created. The Nominating and
Corporate Governance Committee would consider Trustee candidates recommended by Shareholders if a vacancy
were to exist. Such recommendations should be forwarded to the Secretary of the Fund. In considering candidates
submitted by Shareholders, the Nominating and Corporate Governance Committee will take into consideration the
needs of the Board and the qualifications of the candidate.

Audit Committee. Brian R. Bruce, Ronald P. Trout and Brenda A. Cline, who are not �interested persons� of the Fund, as
defined in the 1940 Act, serve on the Fund�s Audit Committee. Brenda A. Cline serves as chair of the Audit
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Committee. The Audit Committee is generally responsible for reviewing and evaluating issues related to the
accounting and financial reporting policies and internal controls of the Fund and, as appropriate, the internal controls
of certain service providers, overseeing the quality and objectivity of the Fund�s financial statements and the audit
thereof and acting as a liaison between the Board and the Fund�s independent registered public accounting firm.
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Board and Committee Meetings. During the Fund�s fiscal year ended November 30, 2017, the Board held seven
(7) meetings and the Audit Committee and the Nominating and Corporate Governance Committee each held one
(1) meeting.

Board�s Role in Risk Oversight

The Fund has retained the Investment Adviser to provide investment advisory services and certain administrative
services. The Investment Adviser is primarily responsible for the management of risks that may arise from Fund
investments and operations. Certain employees of the Investment Adviser serve as the Fund�s officers, including the
Fund�s President, Chief Executive Officer and Chief Financial Officer. The Board of Trustees oversees the
performance of these functions by the Investment Adviser, both directly and through the Committee structure the
Board of Trustees has established. The Board of Trustees will receive from the Investment Adviser reports on a
regular and as-needed basis relating to the Fund�s investment activities and to the actual and potential risks of the
Fund, including reports on investment risks, compliance with applicable laws, and the Fund�s financial accounting and
reporting. In addition, the Board of Trustees will meet periodically with the portfolio managers of the Fund to receive
reports regarding the portfolio management of the Fund and its performance and investment risks.

In addition, the Board of Trustees has appointed a Chief Compliance Officer (�CCO�). The CCO oversees the
development of compliance policies and procedures of the Fund that are reasonably designed to minimize the risk of
violations of the federal securities laws (�Compliance Policies�). The CCO reports directly to the Independent Trustees,
and will provide presentations to the Board of Trustees at its quarterly meetings and an annual report on the
application of the Compliance Policies. The Board of Trustees will discuss relevant risks affecting the Fund with the
CCO at these meetings. The Board of Trustees has approved the Compliance Policies and will review the CCO�s
reports. Further, the Board of Trustees will annually review the sufficiency of the Compliance Policies, as well as the
appointment and compensation of the CCO.

Executive Officers

The following information relates to the executive officers of the Funds who are not Trustees. The officers of the Fund
were appointed by the Board of Trustees and will serve until their respective successors are chosen and qualified.

Name and Year of Birth Position Principal Occupation During the Past Five Years
John H. Alban

(1963)

Chief Financial
Officer and Treasurer

Chief Operating Officer of the Investment Adviser (2010-present);
Chief Administrative Officer of NGP Energy Capital Management
(2007-2009); COO of Spinnerhawk Capital Management, L.P.
(2005-2007).

Barry Y. Greenberg

(1963)

Chief Compliance
Officer and Secretary

General Counsel and Chief Compliance Officer of the Investment
Adviser (2010-present); Partner at Akin Gump Strauss Hauer &
Feld LLP (2005-2010); Vice President, Legal, Compliance and
Administration at American Beacon Advisors (1995-2005);
Attorney and Branch Chief at the U.S. Securities and Exchange
Commission (1988-1995).

Shareholder Communications

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

The following table provides information regarding compensation of the Trustees of each Fund and for the Fund
Complex, each for the fiscal year ended November 30, 2017. Officers of the Funds do not receive any compensation
from the Funds. The Trustees do not receive any pension or retirement benefits from the Fund Complex.

Trustee(1)

Aggregate
Estimated

Compensation
From Fund

Pension or
Retirement

Benefits Accrued

as
Part of Fund
Expenses(2)

Estimated Annual

Benefits
Upon

Retirement(2)

Total
Compensation
from Fund and
Fund Complex

Paid to
Trustees(3)

Independent Trustees:
Brian R. Bruce $ 27,815 None None $ 86,000
Brenda A. Cline(4) $ 24,815 None None $ 73,000(4)
Ronald P. Trout $ 27,815 None None $ 86,000

(1) Trustees not entitled to compensation are not included in the table.
(2) The Fund does not accrue or pay retirement or pension benefits to Trustees as of the date of this SAI.
(3) As of the end of the most recently completed fiscal year. The �Fund Complex� includes the Fund and each other

registered investment company for which the Investment Adviser serves as investment adviser. As of the date of
this SAI, there are four funds (including the Fund) in the Fund Complex.

(4) Ms. Cline was appointed as a Trustee of the funds in the Fund Complex as of January 18, 2017. Assuming
Ms. Cline was a Trustee for the full year, and assuming a full year of operations of the Fund, it is estimated that
her compensation from the Fund would have been $27,815 and her total compensation from funds in the Fund
Complex would have been $84,000.

Trustee Share Ownership

As of December 31, 2017, each Trustee of the Fund beneficially owned equity securities of the Fund and all of the
registered investment companies in the family of investment companies overseen by the Trustee in the dollar range
amounts specified below.

Name of Trustee

Dollar Range of
Equity Securities in

the Fund

Aggregate Dollar Range of Equity
Securities in All Registered Investment

Companies Overseen 
by Trustee in

Family of Investment
Companies(1)

Independent Trustees:
Brian R. Bruce None $1-$10,000
Brenda A. Cline None None
Ronald P. Trout $1-$10,0000 $1-$10,0000

Interested Trustee:
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Jerry V. Swank(2) Over $100,000 Over $100,000

(1) The �Family of Investment Companies� includes the Fund and each other registered investment company for which
the Investment Adviser serves as investment adviser. As of the date of this SAI, there are four funds (including
the Fund) in the Family of Investment Companies.

(2) The Investment Adviser has purchased common shares of the Fund in order to provide the Fund with over
$100,000 of net capital as required by the 1940 Act. By virtue of his control of the Investment Adviser,
Mr. Swank may be deemed to beneficially own the common shares of the Fund held by the Investment Adviser.

As of December 31, 2017, the Trustees and officers of the Fund as a group owned less than 1% of the outstanding
common shares of the Fund. There are no control persons of the Fund.
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PORTFOLIO MANAGEMENT

Jerry V. Swank and Paul Euseppi (the �portfolio managers�) are primarily responsible for the day-to-day management of
the Fund�s portfolio. The following section discusses the accounts managed by the portfolio managers, the structure
and method of their compensation and potential conflicts of interest.

Other accounts managed by the portfolio managers

The following table reflects information regarding accounts for which each portfolio manager has day-to-day
management responsibilities (other than the Fund). Accounts are grouped into three categories: (a) registered
investment companies, (b) other pooled investment accounts, and (c) other accounts. To the extent that any of these
accounts pay advisory fees that are based on account performance, this information will be reflected in a separate table
below. Asset amounts are approximate and have been rounded.

As of November 30, 2017, Mr. Swank managed or was a member of the management team for the following client
accounts (excluding the Fund):

Number of
Accounts

Assets of
Accounts

Number of
Accounts
Subject to a
Performance

Fee

Assets
Subject to a
Performance

Fee
Registered Investment Companies 9 $ 1,836,046,548 0 $ 0
Pooled Investment Vehicles Other
Than Registered Investment
Companies 5 $ 225,291,280 5 $ 225,291,280
Other Accounts 28 $ 1,365,487,051 7 $ 3,025,820

As of November 30, 2017, Mr. Euseppi managed or was a member of the management team for the following client
accounts (excluding the Fund):

Number of
Accounts

Assets of
Accounts

Number of
Accounts
Subject to a
Performance

Fee

Assets
Subject to a
Performance

Fee
Registered Investment Companies 0 $ 0 0 $ 0
Pooled Investment Vehicles Other
Than Registered Investment
Companies 2 $ 211,145,340 2 $ 211,145,340
Other Accounts 2 $ 11,488,099 1 $ 3,025,820

Compensation and Potential Conflicts of Interest

Messrs. Swank and Euseppi are compensated by the Investment Adviser. Mr. Swank is a principal of the Investment
Adviser and is compensated through partnership distributions that are based primarily on the profits and losses of the
Investment Adviser. The partnership distributions are affected by the amount of assets the Investment Adviser
manages and the appreciation of those assets, particularly over the long-term, but are not determined with specific
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reference to any particular performance benchmark or time period. Mr. Euseppi receives a fixed salary and a
discretionary bonus based on the pre-tax performance of the Fund and other portfolios for which he serves as a
portfolio manager. Some of the other accounts managed by Messrs. Swank and Euseppi have investment strategies
that are similar to the Fund�s investment strategy. However, the Investment Adviser manages potential material
conflicts of interest by allocating investment opportunities in accordance with its allocation policies and procedures.

Securities Ownership of the Portfolio Managers

As of November 30, 2017, the dollar range of equity securities in the Fund beneficially owned by each portfolio
manager was as follows:

Jerry V. Swank. $100,001-$500,000. By virtue of his control of the Investment Adviser, Mr. Swank may be deemed to
beneficially own the common shares of the Fund held by the Investment Adviser.
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Paul Euseppi. $10,001-$50,000.

INVESTMENT MANAGEMENT AGREEMENT

Cushing® Asset Management, LP acts as the investment adviser to the Fund. The Investment Adviser�s principal
business address is 8117 Preston Road, Suite 440, Dallas, Texas 75225.

The Investment Adviser provides investment advisory services to the Fund pursuant to the terms of an Investment
Advisory Agreement (the �Investment Management Agreement�), dated August 6, 2007, between the Investment
Adviser and the Fund. The Investment Management Agreement has an initial term expiring two years after the date of
its execution, and may be continued in effect from year to year thereafter subject to the approval thereof by (1) the
Board of Trustees or (2) vote of a majority (as defined by the 1940 Act) of the outstanding voting securities of the
Fund, provided that in either event the continuance must also be approved by a majority of the Independent Trustees,
by vote cast in person at a meeting called for the purpose of voting on such approval.

The Investment Management Agreement may be terminated at any time, without the payment of any penalty, upon 60
days� written notice by either party. The Fund may terminate by action of the Board of Trustees or by a vote of a
majority of the Fund�s outstanding voting securities (accompanied by appropriate notice), and the Investment
Management Agreement will terminate automatically upon its assignment (as defined in the 1940 act and the rules
thereunder). The Investment Management Agreement may also be terminated, at any time, without payment of any
penalty, by the Board of Trustees or by vote of a majority of outstanding voting securities, in the event that it is
established by a court of competent jurisdiction that the Investment Adviser or any principal, officer or employee of
the Investment Adviser has taken any action that results in a breach of the covenants of the Investment Adviser set out
in the Investment Management Agreement. The Investment Management Agreement will provide that the Investment
Adviser will not be liable for any loss sustained by reason of the purchase, sale or retention of any security, whether or
not such purchase, sale or retention will have been based upon the investigation and research made by any other
individual, firm or corporation, if such recommendation will have been selected with due care and in good faith,
except loss resulting from willful misfeasance, bad faith or gross negligence on the part of the Investment Adviser in
performance of its obligations and duties, or by reason of its reckless disregard of its obligations and duties under the
Investment Management Agreement.

Pursuant to the Investment Management Agreement, the Investment Adviser is responsible for managing the portfolio
of the Fund in accordance with its stated investment objective and policies, makes investment decisions for the Fund,
placing orders to purchase and sell securities on behalf of the Fund and managing the other business and affairs of the
Fund, all subject to the supervision and direction of the Fund�s Board of Trustees. Although the Investment Adviser
intends to devote such time and effort to the business of the Fund as is reasonably necessary to perform its duties to
the Fund, the services of the Investment Adviser are not exclusive, and the Investment Adviser provides similar
services to other clients and may engage in other activities.

Pursuant to the Investment Management Agreement, the Fund has agreed to pay the Investment Adviser a fee, payable
at the end of each calendar month, at an annual rate equal to 1.25% of the average weekly value of the Fund�s Managed
Assets during such month (the �Management Fee�) for the services and facilities provided by the Investment Adviser to
the Fund. �Managed Assets� means the total assets of the Fund, minus all accrued expenses incurred in the normal
course of operations other than liabilities or obligations attributable to investment leverage, including, without
limitation, investment leverage obtained through (i) indebtedness of any type (including, without limitation,
borrowing through a credit facility or the issuance of debt securities), (ii) the issuance of shares of preferred stock or
other similar preference securities and/or (iii) the reinvestment of collateral received for securities loaned in
accordance with the Fund�s investment objective and policies.
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Because the Management Fee is based upon a percentage of the Fund�s Managed Assets, the Management Fee will be
higher if the Fund employs leverage. Therefore, the Investment Adviser will have a financial incentive to use leverage,
which may create a conflict of interest between the Investment Adviser and the Fund�s common shareholders.

The Investment Adviser also provides such additional administrative services as the Fund may require beyond those
furnished by the Administrator and furnishes, at its own expense, such office space, facilities, equipment, clerical
help, and other personnel and services as may reasonably be necessary in connection with the operations of the Fund.
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In addition, the Investment Adviser pays the salaries of officers of the Fund who are employees of the Investment
Adviser and any fees and expenses of Trustees of the Fund who are also officers, directors, or employees of the
Investment Adviser or who are officers or employees of any company affiliated with the Investment Adviser and bears
the cost of telephone service, heat, light, power, and other utilities associated with the services it provides.

Advisory Fees Paid

The following summarizes the investment advisory fees, less any fees waived by the Investment Adviser, paid
pursuant to the investment advisory fee agreement in effect during the last three fiscal years ended November 30:

2017 2016 2015
$1,362,722 $1,009,528 $1,899,225

PORTFOLIO TRANSACTIONS AND BROKERAGE

Subject to the oversight of the Board of Trustees, the Investment Adviser is responsible for decisions to buy and sell
securities for the Fund, the negotiation of the commissions to be paid on brokerage transactions, the prices for
principal trades in securities, and the allocation of portfolio brokerage and principal business. It is the policy of the
Investment Adviser to seek the best execution at the best security price available with respect to each transaction in
light of the overall quality of brokerage and research services provided to the Investment Adviser. In selecting
broker/dealers and in negotiating commissions, the Investment Adviser will consider, among other things, the firm�s
reliability, the quality of its execution services on a continuing basis and its financial condition.

Section 28(e) of the Securities Exchange Act of 1934, as amended, permits an investment adviser, under certain
circumstances, to cause an account to pay a broker or dealer who supplies brokerage and research services a
commission for effecting a transaction in excess of the amount of commission another broker or dealer would have
charged for effecting the transaction. Brokerage and research services include (a) furnishing advice as to the value of
securities, the advisability of investing, purchasing or selling securities, and the availability of securities or purchasers
or sellers of securities; (b) furnishing analyses and reports concerning issuers, industries, securities, economic factors
and trends, portfolio strategy, and the performance of accounts; and (c) effecting securities transactions and
performing functions incidental to those transactions (such as clearance, settlement, and custody).

In light of the above, in selecting brokers, the Investment Adviser may consider investment and market information
and other research, such as economic, securities and performance measurement research, provided by such brokers,
and the quality and reliability of brokerage services, including execution capability, performance, and financial
responsibility. Accordingly, the commissions charged by any such broker may be greater than the amount another
firm might charge if the Investment Adviser determines in good faith that the amount of such commissions is
reasonable in relation to the value of the research information and brokerage services provided by such broker to the
Investment Adviser or to the Fund. The Investment Adviser believes that the research information received in this
manner provides the Fund with benefits by supplementing the research otherwise available to the Investment Adviser.

The Investment Adviser seeks to allocate portfolio transactions equitably whenever concurrent decisions are made to
purchase or sell securities on behalf of the Fund and another advisory account. In some cases, this procedure could
have an adverse effect on the price or the amount of securities available to the Fund. In making such allocations
between the Fund and other advisory accounts, the main factors considered by the Investment Adviser are the
investment objective, the relative size of portfolio holding of the same or comparable securities, the availability of
cash for investment and the size of investment commitments generally held, and the views of the persons responsible
for recommending investments to the Fund and such other accounts and funds.
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Commissions Paid

The Fund paid approximately the following commissions to brokers during the fiscal years shown:

Fiscal Year Ended November 30: All Brokers Affiliated Brokers
2017 $ 419,802 None
Fiscal Year Ended November 30, 2017
Percentages:
Commissions with affiliate to total Transactions: None
Value of Brokerage Transactions with affiliate to
total transactions: None
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During the fiscal period ended November 30, 2017, the Fund paid $289,589 in brokerage commissions on transactions
totaling $226,796,209 to brokers selected primarily on the basis of research services provided to the Investment
Adviser.

U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion is a summary of the U.S. federal income tax considerations generally applicable to the
acquisition, ownership and disposition of Common Shares. This discussion is based upon current provisions of the
Code, the Treasury regulations promulgated thereunder and judicial and administrative authorities, all of which are
subject to change or differing interpretations by the courts or the Internal Revenue Service (the �IRS�), possibly with
retroactive effect. This discussion does not address any other U.S. federal tax considerations (such as estate, gift, or
net investment taxes) or any state, local or non-U.S. tax considerations. Except as otherwise stated herein, no ruling
has been or will be sought from the IRS regarding any matter discussed herein. The Fund�s counsel has not rendered
any legal opinion regarding any tax consequences relating to the Fund or an investment in the Fund. No assurance can
be given that the IRS would not assert, or that a court would not sustain, a position different from any of the tax
aspects set forth below. Unless otherwise noted, this discussion assumes that the Common Shares are held by U.S.
persons and that Common Shareholders hold their Common Shares as capital assets for U.S. federal income tax
purposes (generally, assets held for investment). No attempt is made to present a detailed explanation of all U.S.
federal income tax concerns affecting the Fund and its Common Shareholders (including Common Shareholders
owning a large position in the Fund), and the discussions set forth here and in the Prospectus do not constitute tax
advice. Investors are urged to consult their tax advisors regarding the U.S. federal, state, local and foreign tax
consequences of investing in the Fund.

Taxation of the Fund

Since its inception and through the Fund�s fiscal year ended November 30, 2017, the Fund has been treated as a regular
corporation, or a �C� corporation, for U.S. federal income tax purposes and, as a result, unlike most investment
companies, has been subject to corporate income tax to the extent the Fund recognizes taxable income. However, in
conjunction with certain changes to the Fund�s non-fundamental investment policies that became effective on
February 20, 2018, the Fund manages its portfolio in a manner intended to allow the Fund to qualify and elect to be
treated as a regulated investment company (�RIC�) for U.S. federal income tax purposes beginning in the Fund�s fiscal
year ending November 30, 2018. In order to qualify as a RIC, the Fund must, among other things, satisfy income,
asset diversification and distribution requirements. The Fund satisfied the asset diversification requirements applicable
to a RIC as of February 28, 2018, the end of the first quarter of the Fund�s fiscal year ending November 30, 2018.
There can be no assurance that the Fund will be eligible to make a RIC election, or that the Fund will continue to
qualify as a RIC if such an election is made. Until the Fund elects and qualifies to be treated as a RIC, the Fund will
continue to be treated as a �C� corporation for U.S. federal income tax purposes. If the Fund qualifies and elects to be
treated as a RIC, the Fund would be subject to tax on any net unrealized appreciation as of the last day the Fund was
taxable as a �C� corporation. Also, the Fund would be required to distribute any earnings and profits accumulated as of
the last day the Fund was taxable as a �C� corporation.

�C� Corporation. The following is a discussion of the U.S. federal income tax considerations generally applicable to
the Fund if the Fund is treated as a �C� corporation for U.S. federal income tax purposes.

For each taxable year the Fund is treated as a regular corporation, or �C� corporation, for U.S. federal income tax
purposes, the Fund generally will be subject to U.S. federal income tax on its taxable income at a 21 percent rate for
taxable years beginning after December 31, 2017. In addition, as a regular corporation, the Fund will be subject to
state income tax by reason of its investments in equity securities of MLPs. Therefore, the Fund may have state income
tax liabilities in multiple states, which will reduce the Fund�s cash available to make distributions on the Common
Shares. For taxable years beginning before January 1, 2018, the Fund may be subject to an alternative minimum tax
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on its alternative minimum taxable income to the extent that the alternative minimum tax exceeds the Fund�s regular
income tax liability. The extent to which the Fund is required to pay U.S. corporate income tax or alternative
minimum tax could materially reduce the Fund�s cash available to make distributions on the Common Shares.

S-24

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

85



RIC. The following is a discussion of the U.S. federal income tax considerations generally applicable to the Fund if
the Fund qualifies and elects to be a RIC for U.S. federal income tax purposes.

The Fund intends to be treated as a RIC beginning in the Fund�s fiscal year ending November 30, 2018. As long as it
so qualifies, in any taxable year in which it meets the distribution requirements described below, the Fund (but not its
Common Shareholders) will not be subject to U.S. federal income tax to the extent that it distributes its investment
company taxable income and net recognized capital gains.

In order to qualify to be taxed as a RIC, the Fund must, among other things: (i) derive in each taxable year at least
90% of its gross income from the following sources, which are referred herein as �Qualifying Income�: (a) dividends,
interest (including tax-exempt interest), payments with respect to certain securities, loans, and gains from the sale or
other disposition of stock, securities, or foreign currencies, or other income (including but not limited to gain from
options, futures and forward contracts) derived with respect to its business of investing in such stock, securities or
currencies and (b) net income derived from interests in certain publicly traded partnerships that derive less than 90%
of their gross income from the items described in clause (a) above (each a �Qualified Publicly Traded Partnership�); and
(ii) diversify its holdings so that, at the end of each quarter of each taxable year (a) at least 50% of the value of the
Fund�s total assets is represented by cash and cash items, U.S. government securities, the securities of other regulated
investment companies and other securities, with such other securities limited, in respect of any one issuer, to an
amount not greater than 5% of the value of the Fund�s total assets and not more than 10% of the outstanding voting
securities of such issuer and (b) not more than 25% of the value of the Fund�s total assets is invested in the securities of
(I) any one issuer (other than U.S. government securities and the securities of other regulated investment companies),
(II) any two or more issuers (other than regulated investment companies) that the Fund controls and that are
determined to be engaged in the same business or similar or related trades or businesses or (III) any one or more
Qualified Publicly Traded Partnerships. The Fund may generate certain income that might not qualify as good income
for purposes of the 90% annual gross income requirement described above. The Fund will monitor the Fund�s
transactions to endeavor to prevent the Fund�s disqualification as a RIC.

Income from the Fund�s investments in equity interests of MLPs that are not Qualified Publicly Traded Partnerships (if
any) will be Qualifying Income to the extent it is attributable to items of income of such MLP that would be
Qualifying Income if earned directly by the Fund.

The Fund�s investments in partnerships, including in Qualified Publicly Traded Partnerships, may result in the Fund
being subject to state, local or foreign income, franchise or withholding tax liabilities.

If the Fund fails to satisfy the 90% annual gross income requirement or the asset diversification requirements
discussed above in any taxable year, it may be eligible for relief provisions if the failures are due to reasonable cause
and not willful neglect and if a penalty tax is paid with respect to each failure to satisfy the applicable requirements.
Additionally, relief is provided for certain de minimis failures of the asset diversification requirements where the Fund
corrects the failure within a specified period. If the applicable relief provisions are not available or cannot be met, all
of the Fund�s income would be subject to corporate-level U.S. federal income tax as described below. The fund cannot
provide assurance that the Fund would qualify for any such relief should the Fund fail the 90% annual gross income
requirement or the asset diversification requirements discussed above.

For each taxable year the Fund is treated as a RIC for U.S. federal income tax purposes, the Fund generally will not be
subject to U.S. federal income tax on income and gains that it distributes each taxable year to its Common
Shareholders, provided that in such taxable year it distributes at least 90% of the sum of (i) its investment company
taxable income (which includes, among other items, dividends, interest, the excess of any net short-term capital gain
over net long-term capital loss and other taxable income, other than net capital gain (as defined below), reduced by
deductible expenses) determined without regard to the deduction for dividends and distributions paid and (ii) its net
tax-exempt interest income (the excess of its gross tax-exempt interest income over certain disallowed deductions)
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(the �Annual Distribution Requirement�). The Fund intends to distribute annually all or substantially all of such income
and gain on a timely basis. If the Fund retains any investment company taxable income or net capital gain (as defined
below), it will be subject to U.S. federal income tax on the retained amount at regular corporate tax rates. In addition,
if the Fund fails to qualify as a RIC for any taxable year, and relief is not available as discussed above, it
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will be subject to U.S. federal income tax on all of its net income and net gains at regular corporate tax rates without
any deduction for distributions to Common Shareholders, and distributions generally will be taxable to Common
Shareholders as ordinary dividends to the extent of the Fund�s current and accumulated earnings and profits.

The Fund may retain for investment its net capital gain (which consists of the excess of its net long-term capital gain
over its net short-term capital loss). However, if the Fund retains any net capital gain or any investment company
taxable income, it will be subject to a tax on such amount at regular corporate tax rates. If the Fund retains any net
capital gain, it expects to designate the retained amount as undistributed capital gains in a notice to its Common
Shareholders, each of whom, if subject to U.S. federal income tax on long-term capital gains, (i) will be required to
include in income for U.S. federal income tax purposes its share of such undistributed net capital gain, (ii) will be
entitled to credit its proportionate share of the tax paid by the Fund against its U.S. federal income tax liability, if any,
and to claim refunds to the extent that the credit exceeds such liability and (iii) will increase its tax basis in its
Common Shares by the excess of the amount described in clause (i) over the amount described in clause (ii). A
Common Shareholder that is not subject to U.S. federal income tax or otherwise is not required to file a U.S. federal
income tax return would be required to file a U.S. federal income tax return on the appropriate form in order to claim a
refund for the taxes paid by the Fund.

Amounts not distributed on a timely basis in accordance with a calendar year distribution requirement are subject to a
nondeductible 4% U.S. federal excise tax at the Fund level. To avoid the excise tax, the Fund must distribute (or be
deemed to have distributed) during each calendar year an amount at least equal to the sum of (i) 98% of its ordinary
income (not taking into account any capital gains or losses) for the calendar year and (ii) 98.2% of its capital gains in
excess of its capital losses (adjusted for certain ordinary losses) for a one-year period generally ending on October 31
of the calendar year. In addition, the minimum amounts that must be distributed in any year to avoid the excise tax
will be increased or decreased to reflect any under-distribution or over-distribution, as the case may be, from the
previous year. While the Fund intends to distribute any income and capital gain in the manner necessary to minimize
imposition of the 4% federal excise tax, there can be no assurance that sufficient amounts of the Fund�s taxable income
and capital gains will be distributed to avoid entirely the imposition of the tax. In that event, the Fund will be liable for
the tax only on the amount by which it does not meet the foregoing distribution requirement.

Dividends and distributions will be treated as paid during the calendar year if they are paid during the calendar year or
declared by the Fund in October, November or December of the year, payable to Common Shareholders of record on a
date during such a month and paid by the Fund during January of the following year. Any such dividend or
distribution paid during January of the following year will be deemed to be received by Common Shareholders on
December 31 of the year the dividend or distribution was declared, rather than when the dividend or distribution is
actually received.

If the Fund were unable to satisfy the 90% distribution requirement or otherwise were to fail to qualify as a RIC in any
year, it would be taxed on all of its taxable income in the same manner as an ordinary corporation and distributions to
Common Shareholders would not be deductible by the Fund in computing its taxable income. In such case,
distributions generally would be taxed in the manner described below under the heading �Taxation of U.S.
Shareholders � �C� Corporation.�

If the Fund makes a RIC election, or to qualify again to be taxed as a RIC in a subsequent year following the Fund�s
failure to qualify as a RIC, the Fund would be required to distribute to its Common Shareholders its accumulated
earnings and profits attributable to non-RIC years. In the case of the Fund making a RIC election after failing to
qualify, such amount would be reduced by an interest charge on 50% of such earnings and profits payable by the Fund
as an additional tax. In addition, following the Fund�s initial election, or if the Fund failed to qualify as a RIC for a
period greater than two taxable years, then, in order to qualify as a RIC in a subsequent year, the Fund would be
required to elect to recognize and pay tax on any net built-in gain (the excess of aggregate gain, including items of
income, over aggregate loss that would have been realized if the Fund had been liquidated) or, alternatively, be subject
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to taxation on such built-in gain recognized for a period of five years.

Gain or loss on the sale of securities by the Fund will generally be long-term capital gain or loss if the securities have
been held by the Fund for more than one year. Gain or loss on the sale of securities held for one year or less will be
short-term capital gain or loss. If the Fund realizes a net capital loss, the excess of the Fund�s net short-term capital loss
over the Fund�s net long-term capital gain is treated as a short-term capital loss arising on the first day of the Fund�s
next taxable year and the excess of the Fund�s net long-term capital loss over the Fund�s net short-term
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capital gain is treated as a long-term capital loss arising on the first day of the Fund�s next taxable year. If future capital
gain is offset by carried forward capital losses, such future capital gain is not subject to fund level U.S. federal income
tax, regardless of whether they are distributed to Common Shareholders. Accordingly, the Fund does not expect to
distribute any such offsetting capital gain. A RIC cannot carry back or carry forward any net operating losses.

The Fund may decide to be taxed as a regular corporation even if the Fund would otherwise qualify as a RIC if the
Fund determines that treatment as a corporation for a particular year would be in the Fund�s best interests.

Certain Fund Investments

�C� Corporation. The following is a discussion of the U.S. federal income tax considerations generally applicable to
certain investments of the Fund if the fund is treated as a �C� corporation for U.S. federal income tax purposes.

Certain of the Fund�s investment practices, such as engaging in short sales or investing in pay-in-kind securities,
derivatives, or other financially complex investments, are subject to special and complex U.S. federal income tax
provisions that may, among other things, (i) disallow, suspend or otherwise limit the allowance of certain losses or
deductions, (ii) convert an ordinary loss or a deduction into a capital loss (the deductibility of which is more limited),
(iii) cause the Fund to recognize income or gain without a corresponding receipt of cash, (iv) adversely affect the time
as to when a purchase or sale of stock or securities is deemed to occur, (v) adversely alter the characterization of
certain complex financial transactions.

The Fund intends to invest a significant portion of its assets in MLPs, which are generally treated as partnerships for
U.S. federal income tax purposes. To the extent that the Fund invests in the equity securities of an MLP, the Fund will
be a partner in such MLP. Accordingly, the Fund will be required to include in its taxable income the Fund�s allocable
share of the income, gains, losses, deductions and expenses recognized by each such MLP, regardless of whether the
MLP distributes cash to the Fund. Based upon a review of the historic results of the type of MLPs in which the Fund
has invested and in which the Fund intends to invest, the Fund expects that the cash distributions it will receive with
respect to its investments in equity securities of MLPs will exceed the taxable income allocated to the Fund from such
MLPs. No assurance, however, can be given in this regard. If MLPs in which the Fund invests pay distributions that
do not exceed the amount of taxable income allocable to limited partners or members, the Fund will have a larger
corporate income tax expense than expected, which will result in less cash available for distribution to Common
Shareholders.

The Fund will recognize gain or loss on the sale, exchange or other taxable disposition of an equity security of an
MLP equal to the difference between the amount realized by the Fund on the sale, exchange or other taxable
disposition and the Fund�s adjusted tax basis in such equity security. Any such gain will be subject to U.S. federal
income tax at the regular graduated corporate rates, regardless of how long the Fund has held such equity security.
The amount realized by the Fund generally will be the amount paid by the purchaser of the equity security plus the
Fund�s allocable share, if any, of the MLP�s debt that will be allocated to the purchaser as a result of the sale, exchange
or other taxable disposition. The Fund�s tax basis in its equity securities in an MLP is generally equal to the amount the
Fund paid for the equity securities, (x) increased by the Fund�s allocable share of the MLP�s net taxable income and
certain MLP nonrecourse debt, if any, and (y) decreased by the Fund�s allocable share of the MLP�s net losses and any
distributions received by the Fund from the MLP. Although any distribution by an MLP to the Fund in excess of the
Fund�s allocable share of such MLP�s net taxable income may create a temporary economic benefit to the Fund, such
distribution will increase the amount of gain (or decrease the amount of loss) that will be recognized on the sale of an
equity security in the MLP by the Fund. To the extent that the Fund has a net capital loss in any tax year, the net
capital loss can be carried back three years and forward five years to reduce the Fund�s current taxes payable. In the
event a capital loss carryover cannot be utilized in the carryover periods, the Fund�s U.S. federal income tax liability
may be higher than expected, which will result in less cash available to distribute to Common Shareholders.
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As described above, for taxable years beginning before January 1, 2018, the Fund may be subject to an alternative
minimum tax on its alternative minimum taxable income to the extent that the alternative minimum tax exceeds the
Fund�s regular income tax liability. The Fund�s allocable share of certain percentage depletion deductions and
intangible drilling costs of the MLPs in which the Fund invests may be treated as items of tax preference for purposes
of calculating the Fund�s alternative minimum taxable income. Such items will increase the Fund�s alternative
minimum taxable income and increase the likelihood that the Fund may be subject to the alternative minimum tax.
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In addition, because the Fund is a corporation, it is not eligible for the 20% deduction for �qualified business income�
available for certain income attributable to some investments in MLPs.

RIC. The following is a discussion of the U.S. federal income tax considerations generally applicable to certain
investments of the Fund if the Fund qualifies and elects to be a RIC for U.S. federal income tax purposes.

Certain of the Fund�s investment practices are subject to special and complex U.S. federal income tax provisions that
may, among other things, (i) disallow, suspend or otherwise limit the allowance of certain losses or deductions
(including the dividends received deduction), (ii) convert lower taxed long-term capital gains and qualified dividend
income into higher taxed short-term capital gains or ordinary income, (iii) convert ordinary loss or a deduction into
capital loss (the deductibility of which is more limited), (iv) cause the Fund to recognize income or gain without a
corresponding receipt of cash, (v) adversely affect the time as to when a purchase or sale of stock or securities is
deemed to occur, (vi) adversely alter the characterization of certain complex financial transactions and (vii) produce
income that will not qualify as good income for purposes of the 90% annual gross income requirement described
above. The Fund will monitor its transactions and may make certain tax elections and may be required to borrow
money or dispose of securities to mitigate the effect of these rules and prevent disqualification of the Fund as a RIC.

The MLPs in which the Fund intends to invest are expected to be treated as partnerships for U.S. federal income tax
purposes. The cash distributions received by the Fund from an MLP may not correspond to the amount of income
allocated to the Fund by the MLP in any given taxable year. If the amount of income allocated by an MLP to the Fund
exceeds the amount of cash received by the Fund from such MLP, the Fund may have difficulty making distributions
to its Common Shareholders in the amounts necessary to satisfy the requirements for maintaining its status as a RIC or
avoiding U.S. federal income or excise taxes. Accordingly, the Fund may have to dispose of securities under
disadvantageous circumstances in order to generate sufficient cash to satisfy the distribution requirements.

The Fund expects that the income derived by the Fund from the MLPs in which it invests will be Qualifying Income.
If, however, an MLP in which the Fund invests is not a Qualified Publicly Traded Partnership, the income derived by
the Fund from such investment may not be Qualifying Income and, therefore, could adversely affect the Fund�s status
as a RIC. The Fund intends to monitor its investments in MLPs to prevent to disqualification of the Fund as a RIC.

If the Fund invests in foreign securities, its income from such securities may be subject to withholding and other
non-U.S. taxes. The Fund will not be eligible to elect to �pass through� to Common Shareholders of the Fund the ability
to use the foreign tax deduction or foreign tax credit for foreign taxes paid with respect to qualifying taxes.

If the Fund borrows money, it may be prevented by loan covenants from declaring and paying dividends in certain
circumstances. Limits on the Fund�s payment of dividends may prevent it from meeting the Annual Distribution
Requirement, and may, therefore, jeopardize the Fund�s qualification for taxation as a RIC, or subject it to the 4%
excise tax.

Taxation of U.S. Shareholders

For purposes of this discussion, a �U.S. shareholder� (or in this section, a �shareholder�) is a holder or a beneficial holder
of Common Shares which is for U.S. federal income tax purposes (1) a person who is a citizen or resident of the
United States, (2) a corporation (or other entity taxable as a corporation for U.S. federal income tax purposes) created
or organized in or under the laws of the United States, any state thereof, or the District of Columbia, (3) an estate
whose income is subject to U.S. federal income tax regardless of its source, or (4) a trust if (a) a U.S. court is able to
exercise primary supervision over the trust�s administration and one or more U.S. persons are authorized to control all
substantial decisions of the trust or (b) the trust has in effect a valid election to be treated as a domestic trust for U.S.
federal income tax purposes. If a partnership or other entity or arrangement classified as a partnership for U.S. tax
purposes holds the Common Shares, the tax treatment of the partnership and each partner generally will depend on the
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activities of the partnership and the activities of the partner. Partnerships acquiring Common Shares, and partners in
such partnerships, should consult their tax advisors. Prospective investors that are not U.S.
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shareholders should refer to the section �Non-U.S. shareholders� below and are urged to consult their tax advisors with
respect to the U.S. federal income tax consequences of an investment in the Fund�s Common Shares, including the
potential application of U.S. withholding taxes.

�C� Corporation. The following is a discussion of the U.S. federal income tax considerations generally applicable to
U.S. shareholders if the Fund is treated as a �C� corporation for U.S. federal income tax purposes.

For each taxable year the Fund is treated as a �C� corporation for U.S. federal income tax purposes, distributions by the
Fund of cash or property in respect of the Common Shares will be treated as dividends for U.S. federal income tax
purposes to the extent paid from the Fund�s current or accumulated earnings and profits (as determined under U.S.
federal income tax principles). Any such dividend will be eligible for the dividends received deduction if received by
an otherwise qualifying corporate U.S. Shareholder that meets the holding period and other requirements for the
dividends received deduction.

If the amount of a Fund distribution exceeds the Fund�s current and accumulated earnings and profits, such excess will
be treated first as a tax-free return of capital to the extent of the U.S. Shareholder�s tax basis in the Common Shares,
and thereafter as capital gain. Any such capital gain will be long-term capital gain if such U.S. Shareholder has held
the applicable Common Shares for more than one year.

Upon the sale, exchange or other taxable disposition of Common Shares, a U.S. Shareholder generally will recognize
capital gain or loss equal to the difference between the amount realized on the sale, exchange or other taxable
disposition and the U.S. Shareholder�s adjusted tax basis in the Common Shares, as applicable. Any such capital gain
or loss will be long-term capital gain or loss if the U.S. Shareholder has held the Common Shares for more than one
year at the time of disposition. The deductibility of capital losses is subject to limitations under the Code.

RIC. The following is a discussion of the U.S. federal income tax considerations generally applicable to U.S.
shareholders if the Fund qualifies and elects to be a RIC for U.S. federal income tax purposes.

Distributions paid by the Fund from its investment company taxable income (as defined above) (dividends from
investment company taxable income referred to hereinafter as �ordinary income dividends�), whether paid in cash or
reinvested in Common Shares, will generally be taxable to you as ordinary income to the extent of the Fund�s current
and accumulated earnings and profits. Certain properly designated distributions may, however, qualify (provided that
holding period and other requirements are met by both the Fund and U.S. shareholders) (i) for the dividends received
deduction in the case of corporate U.S. shareholders to the extent that the Fund�s income consists of dividend income
from U.S. corporations or (ii) in the case of individual U.S. shareholders, as qualified dividend income eligible to be
taxed at a reduced maximum rate to the extent that the Fund receives qualified dividend income. Qualified dividend
income is, in general, dividend income from taxable domestic corporations and certain foreign corporations. There can
be no assurance as to what portion of the Fund�s distributions will qualify for the dividends received deduction or for
treatment as qualified dividend income or as to whether the favorable tax treatment for qualified dividend income.

Distributions made from net capital gain, which is the excess of net long-term capital gains over net short-term capital
losses (�capital gain dividends�), including capital gain dividends credited to a U.S. shareholder but retained by the
Fund, are taxable to U.S. shareholder as long-term capital gains if they have been properly reported by the Fund,
regardless of the length of time the U.S. shareholder has owned Common Shares of the Fund. Net long-term capital
gain of individuals is generally taxed at a reduced maximum rate. For corporate taxpayers, net long-term capital gain
is taxed at ordinary income rates.

If, for any calendar year, the Fund�s total distributions exceed both current earnings and profits and accumulated
earnings and profits, the excess will generally be treated as a tax-free return of capital up to the amount of a U.S.
shareholder�s tax basis in the Common Shares, reducing that basis accordingly. Such distributions exceeding the U.S.
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shareholder�s basis will be treated as gain from the sale or exchange of the Common Shares. When you sell your
Common Shares, the amount, if any, by which your sales price exceeds your basis in the Fund�s Common Shares is
gain subject to tax. Because a return of capital reduces your basis in the Common Shares, it will increase the amount
of your gain or decrease the amount of your loss when you sell the Common Shares, all other things being equal.
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Generally, after the close of its taxable year, the Fund will provide its U.S. shareholders with a written notice
designating the amount of any ordinary income dividends or capital gain dividends and other distributions.

The sale or other disposition of Common Shares will generally result in capital gain or loss to U.S. shareholders
measured by the difference between the sale price and the U.S. shareholder�s tax basis in its Common Shares.
Generally, a U.S. shareholder�s gain or loss will be long-term gain or loss if the Common Shares have been held for
more than one year. Any loss upon the sale or exchange of Common Shares held for six months or less will be treated
as long-term capital loss to the extent of any capital gain dividends received (including amounts credited as an
undistributed capital gain) by the U.S. shareholder. Any loss a U.S. shareholder realizes on a sale or exchange of
Common Shares will be disallowed if the U.S. shareholder acquires other Common Shares (whether through the
automatic reinvestment of dividends or otherwise) within a 61-day period beginning 30 days before and ending 30
days after the U.S. shareholder�s sale or exchange of the Common Shares. In such case, the basis of the Common
Shares acquired will be adjusted to reflect the disallowed loss. Present law taxes both long-term and short-term capital
gains of corporations at the rates applicable to ordinary income. For non-corporate taxpayers, short-term capital gain
is taxed at the U.S. federal income tax rates applicable to ordinary income, while long-term capital gain generally is
taxed at a reduced maximum U.S. federal income tax rate.

U.S. shareholders may be entitled to offset their capital gain distributions with capital losses. There are several
provisions of the Code affecting when capital losses may be offset against capital gain, and limiting the use of losses
from certain investments and activities. Accordingly, U.S. shareholders with capital losses are urged to consult their
tax advisors.

An investor should be aware that if Common Shares are purchased shortly before the record date for any taxable
distribution (including a capital gain dividend), the purchase price likely will reflect the value of the distribution and
the investor then would receive a taxable distribution likely to reduce the trading value of such Common Shares, in
effect resulting in a taxable return of some of the purchase price.

Dividends and other taxable distributions will be taxable to you even though they are reinvested in additional
Common Shares. The Fund has the ability to declare a large portion of a dividend in Common Shares. As long as a
large enough portion of such dividend is paid in cash (there is no definitive guidance as to what percentage of the
dividend must be in cash) and certain requirements are met, the entire distribution will be treated as a dividend for
U.S. federal income tax purposes. As a result, U.S. shareholders will be taxed on 100% of the dividend in the same
manner as a cash dividend, even though most of the dividend was paid in Common Shares.

Dividends and other distributions paid by the Fund will generally be treated for U.S. federal income tax purposes as
received by you at the time the dividend or distribution is made. If, however, the Fund pays you a dividend in January
that was declared in the previous October, November or December and you were the U.S. shareholder of record on a
specified date in one of such months, then such dividend will be treated for U.S. federal income tax purposes as being
paid by the Fund and received by you on December 31 of the year in which the dividend was declared. In addition,
certain other distributions made after the close of the Fund�s taxable year may be �spilled back� and treated as paid by
the Fund (except for purposes of the 4% nondeductible excise tax) during such taxable year. In such case, you will be
treated as having received such dividends in the taxable year in which the distributions were actually made.

Non-corporate U.S. shareholders with income in excess of certain thresholds are, in general, subject to an additional
tax on their �net investment income,� which ordinarily includes taxable distributions from the Fund and taxable gain on
the disposition of the Fund�s common stock.

Withholding at a rate of 30% will be required on dividends in respect of, and, after December 31, 2018, on gross
proceeds from the sale of, Common Shares held by or through foreign accounts or foreign intermediaries if certain
disclosure requirements related to U.S. accounts or ownership are not satisfied. The Fund will not pay any additional
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amounts in respect to any amounts withheld.

Taxation of Non-U.S. Shareholders

For purposes of this discussion, a �non-U.S. shareholder� is a holder, other than a partnership (or other entity or
arrangement treated as a partnership for U.S. federal income tax purposes), that is not a U.S. shareholder for U.S.
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federal income tax purposes. Whether an investment in Common Shares is appropriate for a non-U.S. shareholder will
depend on that Common Shareholder�s particular circumstances. An investment in Common Shares by a non-U.S.
shareholder may have adverse tax consequences. Non-U.S. shareholders should consult their tax advisors before
investing in the Common Shares.

The following is a discussion of the U.S. federal income tax considerations generally applicable to non-U.S.
shareholders. The discussion is applicable if the Fund is treated as a �C� corporation or if the fund qualifies and elects to
be treated as a RIC for U.S. federal income tax purposes, unless specified otherwise.

A non-U.S. shareholder generally will be subject to U.S. federal withholding tax at a rate of 30% (or possibly a lower
rate provided by an applicable tax treaty) on ordinary income dividends to the extent of the Fund�s current and
accumulated earnings and profits (except as discussed below). Actual or deemed distributions of the Fund�s net capital
gain to a non-U.S. shareholder, and gains recognized by a non-U.S. shareholder upon the sale of Common Shares, will
generally not be subject to U.S. federal withholding tax and will not be subject to U.S. federal income tax. Different
tax consequences may result if (i) the non-U.S. shareholder is engaged in a trade or business in the United States (and,
if an income tax treaty applies, the non-U.S. shareholder�s income or gains are attributable to a permanent
establishment maintained by the shareholder in the United States), (ii) in the case of an individual, is present in the
United States for 183 days or more during a taxable year and certain other conditions are met, or (iii) the Fund is or
has been a �United States real property holding corporation� at any time within the shorter of the five-year period ending
on the date the Common Shares are sold or the period that such non-U.S. shareholder held the shares and (as long as
the Common Shares are regularly traded on an established securities market at any time during the calendar year in
which the sale, exchange or other disposition occurs) such non-U.S. shareholder owns or owned (actually or
constructively) more than five percent of the Common Shares at any time during the shorter of the two periods
mentioned above. Though the Fund expects that its Common Shares will be treated as �regularly traded� on an
established securities market, no assurance can be given in this regard. Special certification requirements apply to a
non-U.S. shareholder that is a foreign partnership or a foreign trust, and such entities are urged to consult their tax
advisors.

In addition, under certain provisions of the Code referred to as �FATCA,� withholding at a rate of 30% will be required
on dividends in respect of, and, after December 31, 2018, on gross proceeds from the sale of, Common Shares held by
or through certain foreign financial institutions (including investment funds), unless such institution enters into an
agreement with the Treasury to report, on an annual basis, information with respect to interests in, and accounts
maintained by, the institution to the extent such interests or accounts are held by certain United States persons or by
certain non-U.S. entities that are wholly or partially owned by United States persons and to withhold on certain
payments. Accordingly, the entity or entities through which Common Shares are held will affect the determination of
whether such withholding is required. Similarly, withholding at a rate of 30% will be required on dividends in respect
of, and after December 31, 2018 on the gross proceeds from the sale of, Common Shares held by an investor that is a
non-financial non-U.S. entity that does not qualify under certain exemptions, unless such entity either (i) certifies to
the Fund that such entity does not have any �substantial United States owners� or (ii) provides certain information
regarding the entity�s �substantial United States owners,� which the Fund will in turn provide to the Secretary of the
Treasury. An intergovernmental agreement between the United States and an applicable foreign country, or future
Treasury regulations or other guidance, may modify these requirements. The Fund will not pay any additional
amounts to Common Shareholders in respect of any amounts withheld. Non-U.S. shareholders are encouraged to
consult with their tax advisors regarding the possible withholding implications of an investment in Common Shares.

If the Fund qualifies and elects to be a RIC for U.S. federal income tax purposes, properly designated dividends paid
by the Fund to non-U.S. shareholders are generally exempt from U.S. federal withholding tax where they (i) are paid
in respect of the Fund�s �qualified net interest income� (generally, the Fund�s U.S.-source interest income, other than
certain contingent interest and interest from obligations of a corporation or partnership in which the Fund is at least a
10% shareholder, reduced by expenses that are allocable to such income) or (ii) are paid in respect of the Fund�s
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�qualified short-term capital gains� (generally, the excess of the Fund�s net short-term capital gain over the Fund�s
long-term capital loss for such taxable year). There can be no assurance that the Fund will distribute any �qualified net
interest income� or �qualified short-term capital gains.� In order to qualify for this exemption from withholding, a
non-U.S. shareholder must comply with applicable certification requirements relating to its non-U.S. status (including,
in general, furnishing an IRS Form W-8BEN or substitute form). In the case of Common Shares
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held through an intermediary, the intermediary may withhold even if the Fund designates the payment as qualified net
interest income or qualified short-term capital gain. Non-U.S. shareholders should contact their intermediaries with
respect to the application of these rules to their accounts.

Furthermore, if the Fund qualifies and elects to be a RIC for U.S. federal income tax purposes and it distributes its net
capital gains in the form of deemed rather than actual distributions (which the Fund may do in the future), a non-U.S.
shareholder will be entitled to a U.S. federal income tax credit or tax refund equal to the shareholder�s allocable share
of the tax the Fund pays on the capital gains deemed to have been distributed. In order to obtain the refund, the
non-U.S. shareholder must obtain a U.S. taxpayer identification number and file a federal income tax return even if
the non-U.S. shareholder is not otherwise required to obtain a U.S. taxpayer identification number or file a federal
income tax return. For a corporate non-U.S. shareholder, distributions (both actual and deemed), and gains realized
upon the sale of Common Shares that are effectively connected with a U.S. trade or business (or, where an applicable
treaty applies, are attributable to a permanent establishment in the United States) may, under certain circumstances, be
subject to an additional �branch profits tax� at a 30% rate (or at a lower rate if provided for by an applicable tax treaty).
Accordingly, investment in Common Shares may not be appropriate for certain non-U.S. shareholders.

Backup Withholding

The Fund may be required to withhold, for U.S. federal backup withholding purposes, on all taxable distributions to
any non-corporate holders of Common Shares who (1) do not furnish the Fund with their correct taxpayer
identification number (in the case of individuals, generally their social security number) or a certificate that such
Common Shareholder is exempt from backup withholding, or (2) with respect to whom the IRS notifies the Fund that
such Common Shareholder has failed to properly report certain interest and dividend income to the IRS and to
respond to notices to that effect. A non-U.S. shareholder who is a nonresident alien individual, and who is otherwise
subject to withholding of federal income tax, may be subject to backup withholding of federal income tax on
dividends unless the non-U.S. shareholder provides the Fund or the dividend paying agent with an IRS Form W-8BEN
or IRS Form W-8BEN-E (or an acceptable substitute form) or otherwise meets documentary evidence requirements
for establishing that it is a non-U.S. shareholder or otherwise establishes an exemption from backup withholding.
Backup withholding is not an additional tax. Any amounts withheld from payments made to a Common Shareholder
may be refunded or credited against such Common Shareholder�s U.S. federal income tax liability, if any, provided
that the required information is generally furnished to the IRS.

The foregoing is a general summary of the provisions of the Code and the Treasury regulations in effect as they
directly govern the taxation of the Fund and its Common Shareholders. These provisions are subject to change
by legislative, judicial or administrative action, and any such change may be retroactive. Ordinary income and
capital gain dividends may also be subject to state, local and foreign taxes. Investors are urged to consult their
tax advisors regarding U.S. federal, state, local and foreign tax consequences of investing in the Fund.

SERVICE PROVIDERS

Administrator

U.S. Bancorp Fund Services LLC, the Administrator, which is located at 615 East Michigan Street, Milwaukee,
Wisconsin 53202, serves as the Fund�s administrator pursuant to a fund administration servicing agreement. Pursuant
to this agreement, the Administrator provides the Fund with, among other things, compliance oversight, financial
reporting oversight and tax reporting. The Fund pays the Administrator a monthly fee computed at an annual rate of
0.09% of the first $100 million of Managed Assets, 0.07% on the next $200 million of Managed Assets and 0.04% on
the balance of Managed Assets, subject to a minimum annual fee of $70,000. The Fund will also pay for the
Administrator�s out-of-pocket expenses. The Administrator also serves as fund accountant pursuant to a fund
accounting servicing agreement.
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Custodian

U.S. Bank National Association (the �Custodian�), Custody Operations, 1555 N. RiverCenter Drive, Suite 302,
Milwaukee, Wisconsin 53212, serves as custodian for the Fund pursuant to the Custodian Agreement with the Fund
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(the �Custodian Agreement�). The Custodian and the Administrator are affiliates of each other. Under the Custodian
Agreement, the Custodian will be responsible for, among other things, receipt of and disbursement of funds from the
Fund�s accounts, establishment of segregated accounts as necessary, and transfer, exchange and delivery of Fund
portfolio securities.

Transfer Agent

U.S. Bancorp Fund Services, LLC, located at 615 East Michigan Street, Milwaukee, Wisconsin 53202, has entered
into a transfer agent servicing agreement with the Fund. Under this agreement, U.S. Bancorp Fund Services, LLC
serves as the Fund�s transfer agent, registrar and dividend disbursing agent.

GENERAL INFORMATION

Additional Information

The Prospectus and this SAI constitutes part of a Registration Statement filed by the Fund with the SEC under the
Securities Act, and the 1940 Act. The Prospectus and this SAI omit certain of the information contained in the
Registration Statement, and reference is hereby made to the Registration Statement and related exhibits for further
information with respect to the Fund and the common shares offered hereby. Any statements contained in the
Prospectus and herein concerning the provisions of any document are not necessarily complete, and, in each instance,
reference is made to the copy of such document filed as an exhibit to the Registration Statement or otherwise filed
with the SEC. Each such statement is qualified in its entirety by such reference. The complete Registration Statement
may be obtained from the SEC upon payment of the fee prescribed by its rules and regulations or free of charge
through the SEC�s website (http://www.sec.gov).

Principal Holders

As of June 4, 2018, to the knowledge of the Fund, no person beneficially owned more than 5% of the voting securities
of any class of equity securities of the Fund, except as follows:

Shareholder Name and Address Class of Shares Share HoldingsPercentage Owned
First Trust Portfolios L.P.(1)

First Trust Advisors L.P.

The Charger Corporation

120 East Liberty Drive,

Suite 400

Wheaton, IL 60187

Common Shares 441,471 6.56% 

SIT Investment Associates(2)

3300 IDS Center

80 South Eighth Street

Common Shares 403,226 5.99% 
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Minneapolis, MN 55402
Morgan Stanley(3)

Morgan Stanley Smith Barney LLC

1585 Broadway

New York, NY 10036

Common Shares 356,900 5.30% 

(1) Based on Form 13G/A filed on January 24, 2018.
(2) Based on Form 13G/A filed on February 1, 2018.
(3) Based on Form 13G filed on February 12, 2018.
Legal Matters

Certain legal matters will be passed on for the Fund by Skadden, Arps, Slate, Meagher & Flom LLP, Chicago, Illinois,
in connection with the offering of the Securities.
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Independent registered public accounting firm

Ernst & Young LLP, Dallas, Texas, serves as the independent registered public accounting firm of the Fund and will
annually render an opinion on the financial statements of the Fund. The Fund�s audited financial statements appearing
in the Fund�s annual report to shareholders for the period ended November 30, 2017, including accompanying notes
thereto and the report of Ernst & Young LLP thereon, have been incorporated by reference herein in reliance on their
report given on their authority as experts in accounting and auditing.

Proxy Voting Policy and Procedures and Proxy Voting Record

The Fund has delegated authority to vote proxies to the Investment Adviser, subject to the supervision of the Board of
Trustees. Attached hereto as Appendix B is the Proxy Voting Policy which is currently in effect as of the date of this
Statement of Additional Information.

The Proxy Voting Policy is subject to change over time and investors seeking the most current copy of the Proxy
Voting Policy should call the Fund toll free at (877) 965-7386. The Fund�s most recent proxy voting record for the
period ended June 30 which has been filed with the SEC is available without charge by calling the Fund toll free at
(877) 965-7386.

Trustee and Officer Liability

Under the Fund�s Second Amended and Restated Agreement and Declaration of Trust, as amended, and By-Laws s,
and under Delaware law, the Trustees, officers, employees, and certain agents of the Fund are entitled to
indemnification under certain circumstances against liabilities, claims, and expenses arising from any threatened,
pending, or completed action, suit, or proceeding to which they are made parties by reason of the fact that they are or
were such Trustees, officers, employees, or agents of the Fund, subject to the limitations of the 1940 Act that prohibit
indemnification that would protect such persons against liabilities to the Fund or its shareholders to which they would
otherwise be subject by reason of their own bad faith, willful misfeasance, gross negligence, or reckless disregard of
duties.

Code of Ethics

The Fund and the Investment Adviser have adopted a code of ethics under Rule 17j-1 of the 1940 Act. This code
permits personnel subject to the code to invest in securities, including securities that may be purchased or held by the
Fund. This code of ethics can be reviewed and copied at the SEC�s Public Reference Room in Washington, D.C.
Information on the operation of the SEC�s Public Reference Room may be obtained by calling the SEC at
1-202-551-8090. The code of ethics is available on the EDGAR Database on the SEC�s website (http://www.sec.gov),
and copies of this code may be obtained, after paying a duplicating fee, by electronic request at the following e-mail
address: publicinfo@sec.gov, or by writing the SEC�s Public Reference Section, Washington, D.C. 20549-0102.

FINANCIAL STATEMENTS

The Fund�s audited financial statements, including accompanying notes thereto and the report of Ernst & Young LLP
thereon, appearing in the Fund�s annual report to shareholders for the period ended November 30, 2017, as contained
in the Fund�s Form N-CSR filed with the Securities and Exchange Commission (the �Commission�) on February 5,
2018, (Accession Number 0001193125-18-032018), are incorporated by reference in this Statement of Additional
Information. All other portions of the Fund�s annual and semi-annual reports to shareholders are not incorporated
herein by reference and are not part of the Fund�s registration statement, this Statement of Additional Information, the
Prospectus or any Prospectus Supplement. Shareholder reports are available upon request and without charge by
calling toll-free (877) 965-7386, or you may obtain a copy of such reports from the SEC�s website
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(http://www.sec.gov) or from the Fund�s website at www.cushingcef.com. Information on, or accessible through, the
Fund�s website is not a part of, and is not incorporated into, this Statement of Additional Information, the Prospectus or
any Prospectus Supplement.
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Appendix A

Description of Securities Ratings

STANDARD & POOR�S CORPORATION

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

Issue Credit Ratings Definition

A Standard & Poor�s issue credit rating is a forward-looking opinion about the creditworthiness of an obligor with
respect to a specific financial obligation, a specific class of financial obligations, or a specific financial program
(including ratings on medium-term note programs and commercial paper programs). It takes into consideration the
creditworthiness of guarantors, insurers, or other forms of credit enhancement on the obligation and takes into account
the currency in which the obligation is denominated. The opinion reflects S&P�s view of the obligor�s capacity and
willingness to meet its financial commitments as they come due, and may assess terms, such as collateral security and
subordination, which could affect ultimate payment in the event of default.

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

Long-Term Issue Credit Ratings*

Issue credit ratings are based, in varying degrees, on S&P�s analysis of the following considerations:

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

� Nature of and provisions of the obligation.

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

Issue ratings are an assessment of default risk, but may incorporate an assessment of relative seniority or ultimate
recovery in the event of default. Junior obligations are typically rated lower than senior obligations, to reflect the
lower priority in bankruptcy, as noted above. (Such differentiation may apply when an entity has both senior and
subordinated obligations, secured and unsecured obligations, or operating company and holding company
obligations.)

AAA An obligation rated �AAA� has the highest rating assigned by S&P. The obligor�s capacity to meet its financial
commitment on the obligation is extremely strong.

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

106



AA An obligation rated �AA� differs from the highest-rated obligations only to a small degree. The obligor�s capacity to
meet its financial commitment on the obligation is very strong.

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

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

A-1
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BBB An obligation rated �BBB� exhibits adequate protection parameters. However, adverse economic conditions or
changing circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial
commitment on the obligation.

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

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

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

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

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

C A �C� rating is assigned to obligations that are currently highly vulnerable to nonpayment, obligations that have
payment arrearages allowed by the terms of the documents, or obligations of an issuer that is the subject of a
bankruptcy petition or similar action which have not experienced a payment default. Among others, the �C� rating may
be assigned to subordinated debt, preferred stock or other obligations on which cash payments have been suspended in
accordance with the instrument�s terms or when preferred stock is the subject of a distressed exchange offer, whereby
some or all of the issue is either repurchased for an amount of cash or replaced by other instruments having a total
value that is less than par.

D An obligation rated �D� is in payment default. The �D� rating category is used when payments on an obligation are not
made on the date due, unless Standard & Poor�s believes that such payments will be made within five business days,
irrespective of any grace period. The �D� rating also will be used upon the filing of a bankruptcy petition or the taking
of similar action if payments on an obligation are jeopardized. An obligation�s rating is lowered to �D� upon completion
of a distressed exchange offer, whereby some or all of the issue is either repurchased for an amount of cash or
replaced by other instruments having a total value that is less than par.

NR This indicates that no rating has been requested, that there is insufficient information on which to base a rating, or
that S&P does not rate a particular obligation as a matter of policy.

Short-Term Issue Credit Ratings

A-1 A short-term obligation rated �A-1� is rated in the highest category by S&P. The obligor�s capacity to meet its
financial commitment on the obligation is strong. Within this category, certain obligations are designated with a plus
sign (+). This indicates that the obligor�s capacity to meet its financial commitment on these obligations is extremely
strong.
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A-2 A short-term obligation rated �A-2� is somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than obligations in higher rating categories. However, the obligor�s capacity to
meet its financial commitment on the obligation is satisfactory.

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

A-2
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B A short-term obligation rated �B� is regarded as vulnerable and has significant speculative characteristics. The obligor
currently has the capacity to meet its financial commitments; however, it faces major ongoing uncertainties which
could lead to the obligor�s inadequate capacity to meet its financial commitments.

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

D A short-term obligation rated �D� is in payment default. The �D� rating category is used when payments on an
obligation are not made on the date due, unless Standard & Poor�s believes that such payments will be made within any
stated grace period. However, any stated grace period longer than five business days will be treated as five business
days. The �D� rating also will be used upon the filing of a bankruptcy petition or the taking of a similar action if
payments on an obligation are jeopardized.

SPUR (S&Ps Underlying Rating) A SPUR rating is a rating of a stand-alone capacity of an issue to pay debt service
on a credit-enhanced debt issue, without giving effect to the enhancement that applies to it. These ratings are
published only at the request of the debt issuer/obligor with the designation SPUR to distinguish them from the
credit-enhanced rating that applies to the debt issue. S&P maintains surveillance of an issue with a published SPUR.

Municipal Short-Term Note Ratings Definitions

A S&P�s U.S. Municipal note rating reflects S&P�s opinion about the liquidity factors and market access risks unique to
the notes. Notes due in three years or less will likely receive a note rating. Notes with an original maturity of more
than three years will most likely receive a long-term debt rating. In determining which type of rating, if any, to assign,
S&P�s analysis will review the following considerations:

� Amortization schedule � the larger the final maturity relative to other maturities, the more likely it will be
treated as a note; and

� Source of payment � the more dependent the issue is on the market for its refinancing, the more likely it will
be treated as a note.

Note rating symbols are as follows:

SP-1 Strong capacity to pay principal and interest. An issue determined to possess a very strong capacity to pay debt
service is given a plus (+) designation.

SP-2 Satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and economic
changes over the term of the notes.

SP-3 Speculative capacity to pay principal and interest.

Dual Ratings S&P assigns �dual� ratings to all debt issues that have a put option or demand feature as part of their
structure. The first rating addresses the likelihood of repayment of principal and interest as due, and the second rating
addresses only the demand feature. The long-term rating symbols are used for bonds to denote the long-term maturity
and the short-term rating symbols for the put option (for example, �AAA/A-1+�). With U.S. municipal short-term
demand debt, note rating symbols are used with the short-term issue credit rating symbols (for example, �SP-1+/A-1+�).
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The ratings and other credit related opinions of S&P and its affiliates are statements of opinion as of the date they are
expressed and not statements of fact or recommendations to purchase, hold, or sell any securities or make any
investment decisions. S&P assumes no obligation to update any information following publication. Users of ratings
and credit related opinions should not rely on them in making any investment decision. S&P�s opinions and analyses
do not address the suitability of any security. S&P�s Financial Services LLC does not act as a fiduciary or an
investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not
perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.
Ratings and credit related opinions may be changed, suspended, or withdrawn at any time.
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Active Qualifiers (Currently Applied and/or Outstanding)

i This suffix is used for issues in which the credit factors, terms, or both, that determine the likelihood of receipt of
payment of interest are different from the credit factors, terms or both that determine the likelihood of receipt of
principal on the obligation. The �i� suffix indicates that the rating addresses the interest portion of the obligation only.
The �i� suffix will always be used in conjunction with the �p� suffix, which addresses likelihood of receipt of principal.
For example, a rated obligation could be assigned ratings of �AAAp NRi� indicating that the principal portion is rated
�AAA� and the interest portion of the obligation is not rated.

L Ratings qualified with �L� apply only to amounts invested up to federal deposit insurance limits.

p This suffix is used for issues in which the credit factors, the terms, or both, that determine the likelihood of receipt
of payment of principal are different from the credit factors, terms or both that determine the likelihood of receipt of
interest on the obligation. The �p� suffix indicates that the rating addresses the principal portion of the obligation only.
The �p� suffix will always be used in conjunction with the �i� suffix, which addresses likelihood of receipt of interest. For
example, a rated obligation could be assigned ratings of �AAAp NRi� indicating that the principal portion is rated �AAA�
and the interest portion of the obligation is not rated.

pi Ratings with a �pi� suffix are based on an analysis of an issuer�s published financial information, as well as additional
information in the public domain. They do not, however, reflect in-depth meetings with an issuer�s management and
therefore may be based on less comprehensive information than ratings without a �pi� suffix. Ratings with a �pi� suffix are
reviewed annually based on a new year�s financial statements, but may be reviewed on an interim basis if a major
event occurs that may affect the issuer�s credit quality.

preliminary Preliminary ratings, with the �prelim� suffix, may be assigned to obligors or obligations, including
financial programs, in the circumstances described below. Assignment of a final rating is conditional on the receipt by
S&P of appropriate documentation. S&P reserves the right not to issue a final rating. Moreover, if a final rating is
issued, it may differ from the preliminary rating.

� Preliminary ratings may be assigned to obligations, most commonly structured and project finance issues,
pending receipt of final documentation and legal opinions.

� Preliminary ratings are assigned to Rule 415 Shelf Registrations. As specific issues, with defined terms, are
offered from the master registration, a final rating may be assigned to them in accordance with Standard &
Poor�s policies.

� Preliminary ratings may be assigned to obligations that will likely be issued upon the obligor�s emergence
from bankruptcy or similar reorganization, based on late-stage reorganization plans, documentation and
discussions with the obligor. Preliminary ratings may also be assigned to the obligors. These ratings consider
the anticipated general credit quality of the reorganized or post-bankruptcy issuer as well as attributes of the
anticipated obligation(s).

� Preliminary ratings may be assigned to entities that are being formed or that are in the process of being
independently established when, in S&P�s opinion, documentation is close to final.
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� Preliminary ratings may also be assigned to these entities� obligations.

� Preliminary ratings may be assigned when a previously unrated entity is undergoing a well-formulated
restructuring, recapitalization, significant financing or other transformative event, generally at the point that
investor or lender commitments are invited. The preliminary rating may be assigned to the entity and to its
proposed obligation(s). These preliminary ratings consider the anticipated general credit quality of the
obligor, as well as attributes of the anticipated obligation(s), assuming successful completion of the
transformative event. Should the transformative event not occur, S&P would likely withdraw these
preliminary ratings.

� A preliminary recovery rating may be assigned to an obligation that has a preliminary issue credit rating.
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sf The (sf) suffix is assigned to all issues and issuers to which a regulation, such as the European Union Regulation on
Credit Rating Agencies, requires the assignment of an additional symbol which distinguishes a structured finance
instrument or obligor (as defined in the regulation) from any other instrument or obligor. The addition of this suffix to
a credit rating does not change the definition of that rating or our opinion about the issue�s or issuer�s creditworthiness.

t This symbol indicates termination structures that are designed to honor their contracts to full maturity or, should
certain events occur, to terminate and cash settle all their contracts before their final maturity date.

unsolicited Unsolicited ratings are those credit ratings assigned at the initiative of S&P and not at the request of the
issuer or its agents.

MOODY�S INVESTORS SERVICE, INC.

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

Global Rating Scales

Ratings assigned on Moody�s global long-term and short-term rating scales are forward-looking opinions of the
relative credit risks of financial obligations issued by non-financial corporates, financial institutions, structured
finance vehicles, project finance vehicles, and public sector entities. Long-term ratings are assigned to issuers or
obligations with an original maturity of one year or more and reflect both on the likelihood of a default on
contractually promised payments and the expected financial loss suffered in the event of default. Short-term ratings
are assigned to obligations with an original maturity of thirteen months or less and reflect both on the likelihood of a
default on contractually promised payments and the expected financial loss suffered in the event of default.

Moody�s differentiates structured finance ratings from fundamental ratings (i.e., ratings on nonfinancial corporate,
financial institution, and public sector entities) on the global long-term scale by adding (sf ) to all structured finance
ratings. The addition of (sf ) to structured finance ratings should eliminate any presumption that such ratings and
fundamental ratings at the same letter grade level will behave the same. The (sf ) indicator for structured finance
security ratings indicates that otherwise similarly rated structured finance and fundamental securities may have
different risk characteristics. rough its current methodologies, however, Moody�s aspires to achieve broad expected
equivalence in structured finance and fundamental rating performance when measured over a long period of time.

Global Long-Term Rating Scale

Aaa Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level of credit risk.

Aa Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.

A Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.

Baa Obligations rated Baa are judged to be medium-grade and subject to moderate credit risk and as such may possess
certain speculative characteristics.

Ba Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.

B Obligations rated B are considered speculative and are subject to high credit risk.

Caa Obligations rated Caa are judged to be speculative of poor standing and are subject to very high credit risk.

Edgar Filing: EQUUS TOTAL RETURN, INC. - Form DEFA14A

114



Ca Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery
of principal and interest.
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C Obligations rated C are the lowest rated and are typically in default, with little prospect for recovery of principal or
interest.

Note: Moody�s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through Caa. The
modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a
mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that generic rating category.
Additionally, a �(hyb)� indicator is appended to all ratings of hybrid securities issued by banks, insurers, finance
companies, and securities firms.

By their terms, hybrid securities allow for the omission of scheduled dividends, interest, or principal payments, which
can potentially result in impairment if such an omission occurs. Hybrid securities may also be subject to contractually
allowable write-downs of principal that could result in impairment. Together with the hybrid indicator, the long-term
obligation rating assigned to a hybrid security is an expression of the relative credit risk associated with that security.

Global Short-Term Rating Scale

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

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

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

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

Short-Term Obligation Ratings. While the global short-term �prime� rating scale is applied to US municipal
tax-exempt commercial paper, these programs are typically backed by external letters of credit or liquidity facilities
and their short-term prime ratings usually map to the long-term rating of the enhancing bank or financial institution
and not the municipality�s rating. Other short-term municipal obligations, which generally have different funding
sources for repayment, are rated using two additional short-term rating scales (i.e., the MIG and VMIG scales
discussed below).

The Municipal Investment Grade (MIG) scale is used to rate US municipal bond anticipation notes of up to three years
maturity. Municipal notes rated on the MIG scale may be secured by either pledged revenues or proceeds of a take-out
financing received prior to note maturity. MIG ratings expire at the maturity of the obligation, and the issuer�s
long-term rating is only one consideration in assigning the MIG rating. MIG ratings are divided into three levels �
MIG1 through MIG3 � while speculative grade short-term obligations are designated SG.

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

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

MIG 3 This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow, and
market access for refinancing is likely to be less well-established.

SG This designation denotes speculative-grade credit quality. Debt instruments in this category may lack sufficient
margins of protection.
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Demand Obligation Ratings. In the case of variable rate demand obligations (VRDOs), a two-component rating is
assigned; a long- or short-term debt rating and a demand obligation rating. The first element represents Moody�s
evaluation of risk associated with scheduled principal and interest payments. The second element represents Moody�s
evaluation of risk associated with the ability to receive purchase price upon demand (�demand feature�), using a
variation of the MIG rating scale, the Variable Municipal Investment Grade or VMIG rating. The rating transitions on
the VMIG scale differ from those on the Prime scale to reflect the risk that external liquidity support generally will
terminate if the issuer�s long-term rating drops below investment grade.
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VMIG 1 This designation denotes superior credit quality. Excellent protection is afforded by the superior short-term
credit strength of the liquidity provider and structural and legal protections that ensure the timely payment of purchase
price upon demand.

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

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

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

Other Ratings Symbols

e Expected Ratings Indicator. To address market demand for timely information on particular types of credit ratings,
Moody�s has licensed to certain third parties the right to generate �Expected Ratings.� Expected Ratings are designated
by an �e� after the rating code, and are intended to anticipate Moody�s forthcoming rating assignments based on reliable
information from third party sources (such as the issuer or underwriter associated with the particular securities) or
established Moody�s rating practices (i.e. medium term notes are typically, but not always, assigned the same rating as
the note�s program rating). Expected Ratings will exist only until Moody�s confirms the Expected Rating, or issues a
different rating for the relevant instrument. Moody�s encourages market participants to contact Moody�s Ratings Desk
or visit www.moodys.com if they have questions, or wish Moody�s to confirm an Expected Rating.

(P) Provisional Ratings. As a service to the market and at the request of an issuer, Moody�s will often assign a
provisional rating when the assignment of a final rating is subject to the fulfillment of contingencies but it is highly
likely that the rating will become definitive after all documents are received or an obligation is issued into the market.
A provisional rating is denoted by placing a (P) in front of the rating. Such ratings are typically assigned to shelf
registrations under SEC rule 415 or transaction-based structures that require investor education. When a transaction
uses a well-established structure and the transaction�s structure and terms are not expected to change prior to sale in a
manner that would affect the rating, a definitive rating may be assigned directly.

# Refundeds. Issues that are secured by escrowed funds held in trust, reinvested in direct, non-callable US government
obligations or non-callable obligations unconditionally guaranteed by the US Government or Resolution Funding
Corporation are identified with a # (hatch mark) symbol, e.g., #Aaa.

WR Withdrawn. When Moody�s no longer rates an obligation on which it previously maintained a rating, the symbol
WR is employed.

NR Not Rated. The symbol NR is assigned to unrated obligations, issuers and/or programs.

NAV Not Available. An issue that Moody�s has not yet rated is denoted by the NAV symbol.

TWR Terminated Without Rating. The symbol TWR applies primarily to issues that mature or are redeemed without
having been rated.

FITCH RATINGS, INC.
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A brief description of the applicable Fitch Ratings, Inc. (�Fitch�) ratings symbols and meanings (as published by Fitch)
follows.
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Rated entities in a number of sectors, including financial and non-financial corporations, sovereigns and insurance
companies, are generally assigned Issuer Default Ratings (IDRs). IDRs opine on an entity�s relative vulnerability to
default on financial obligations. The �threshold� default risk addressed by the IDR is generally that of the financial
obligations whose non-payment would best reflect the uncured failure of that entity. As such, IDRs also address
relative vulnerability to bankruptcy, administrative receivership or similar concepts, although the agency recognizes
that issuers may also make pre-emptive and therefore voluntary use of such mechanisms.

In aggregate, IDRs provide an ordinal ranking of issuers based on the agency�s view of their relative vulnerability to
default, rather than a prediction of a specific percentage likelihood of default. For historical information on the default
experience of Fitch-rated issuers, please consult the transition and default performance studies available from the
Fitch Ratings website.

Long-Term Credit Ratings Scales

AAA Highest credit quality. �AAA� ratings denote the lowest expectation of default risk. They are assigned only in
cases of exceptionally strong capacity for payment of financial commitments. This capacity is highly unlikely to be
adversely affected by foreseeable events.

AA Very high credit quality. �AA� ratings denote expectations of very low default risk. They indicate very strong
capacity for payment of financial commitments. This capacity is not significantly vulnerable to foreseeable events.

A High credit quality. �A� ratings denote expectations of low default risk. The capacity for payment of financial
commitments is considered strong. This capacity may, nevertheless, be more vulnerable to adverse business or
economic conditions than is the case for higher ratings.

BBB Good credit quality. �BBB� ratings indicate that expectations of default risk are currently low. The capacity for
payment of financial commitments is considered adequate but adverse business or economic conditions are more
likely to impair this capacity.

BB Speculative. �BB� ratings indicate an elevated vulnerability to default risk, particularly in the event of adverse
changes in business or economic conditions over time; however, business or financial flexibility exists which supports
the servicing of financial commitments.

B Highly speculative. �B� ratings indicate that material default risk is present, but a limited margin of safety remains.
Financial commitments are currently being met; however, capacity for continued payment is vulnerable to
deterioration in the business and economic environment.

CCC Substantial credit risk. Default is a real possibility.

CC Very high levels of credit risk. Default of some kind appears probable.

C Exceptionally High Levels of Credit Risk. Default is imminent or inevitable, or the issuer is in standstill.

Conditions that are indicative of a �C� category rating for an issuer include:

a. the issuer has entered into a grace or cure period following non-payment of a material financial obligation;
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b. the issuer has entered into a temporary negotiated waiver or standstill agreement following a payment
default on a material financial obligation; or

c. Fitch Ratings otherwise believes a condition of �RD� or �D� to be imminent or inevitable, including through the
formal announcement of a distressed debt exchange.

RD Restricted default. �RD� ratings indicate an issuer that in Fitch�s opinion has experienced an uncured payment
default on a bond, loan or other material financial obligation but which has not entered into bankruptcy filings,
administration, receivership, liquidation or other formal winding-up procedure, and which has not otherwise ceased
operating. This would include:

a. the selective payment default on a specific class or currency of debt;
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b. the uncured expiry of any applicable grace period, cure period or default forbearance period following a
payment default on a bank loan, capital markets security or other material financial obligation;

c. the extension of multiple waivers or forbearance periods upon a payment default on one or more material
financial obligations, either in series or in parallel; or

d. execution of a distressed debt exchange on one or more material financial obligations.
D Default. �D� ratings indicate an issuer that in Fitch Ratings� opinion has entered into bankruptcy filings,
administration, receivership, liquidation or other formal winding-up procedure, or which has otherwise ceased
business.

Default ratings are not assigned prospectively to entities or their obligations; within this context, non-payment on an
instrument that contains a deferral feature or grace period will generally not be considered a default until after the
expiration of the deferral or grace period, unless a default is otherwise driven by bankruptcy or other similar
circumstance, or by a distressed debt exchange.

�Imminent� default typically refers to the occasion where a payment default has been intimated by the issuer, and is all
but inevitable. This may, for example, be where an issuer has missed a scheduled payment, but (as is typical) has a
grace period during which it may cure the payment default. Another alternative would be where an issuer has formally
announced a distressed debt exchange, but the date of the exchange still lies several days or weeks in the immediate
future.

In all cases, the assignment of a default rating reflects the agency�s opinion as to the most appropriate rating category
consistent with the rest of its universe of ratings, and may differ from the definition of default under the terms of an
issuer�s financial obligations or local commercial practice.

Note: The modifiers �+� or �-� may be appended to a rating to denote relative status within major rating categories. Such
suffixes are not added to the �AAA� Long-Term IDR category, or to Long-Term IDR categories below �B�.

Limitations for the Issuer Credit Rating Scale:

Specific limitations relevant to the issuer credit rating scale include:

� The ratings do not predict a specific percentage of default likelihood over any given time period.

� The ratings do not opine on the market value of any issuer�s securities or stock, or the likelihood that this
value may change.

� The ratings do not opine on the liquidity of the issuer�s securities or stock.

� The ratings do not opine on the possible loss severity on an obligation should an issuer default.
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� The ratings do not opine on the suitability of an issuer as counterparty to trade credit.

� The ratings do not opine on any quality related to an issuer�s business, operational or financial profile other
than the agency�s opinion on its relative vulnerability to default.

Ratings assigned by Fitch Ratings articulate an opinion on discrete and specific areas of risk. The above list is not
exhaustive, and is provided for the reader�s convenience.

Short-Term Ratings Assigned to Issuers or Obligations in Corporate, Public and Structured Finance. A short-term
issuer or obligation rating is based in all cases on the short-term vulnerability to default of the rated entity or security
stream and relates to the capacity to meet financial obligations in accordance with the documentation governing the
relevant obligation. Short-Term Ratings are assigned to obligations whose initial maturity is viewed as �short term�
based on market convention. Typically, this means up to 13 months for corporate, sovereign, and structured
obligations, and up to 36 months for obligations in U.S. public finance markets.
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F1: Highest short-term credit quality. Indicates the strongest intrinsic capacity for timely payment of financial
commitments; may have an added �+� to denote any exceptionally strong credit feature.

F2: Good short-term credit quality. Good intrinsic capacity for timely payment of financial commitments.

F3: Fair short-term credit quality. The intrinsic capacity for timely payment of financial commitments is adequate.

B: Speculative short-term credit quality. Minimal capacity for timely payment of financial commitments, plus
heightened vulnerability to near term adverse changes in financial and economic conditions.

C: High short-term default risk. Default is a real possibility.

RD: Restricted default. Indicates an entity that has defaulted on one or more of its financial commitments, although
it continues to meet other financial obligations. Applicable to entity ratings only.

D: Default. Indicates a broad-based default event for an entity, or the default of a short-term obligation.

Limitations of the Short-Term Ratings Scale:

Specific limitations relevant to the Short-Term Ratings scale include:

� The ratings do not predict a specific percentage of default likelihood over any given time period.

� The ratings do not opine on the market value of any issuer�s securities or stock, or the likelihood that this
value may change.

� The ratings do not opine on the liquidity of the issuer�s securities or stock.

� The ratings do not opine on the possible loss severity on an obligation should an obligation default.

� The ratings do not opine on any quality related to an issuer or transaction�s profile other than the agency�s
opinion on the relative vulnerability to default of the rated issuer or obligation.

Ratings assigned by Fitch Ratings articulate an opinion on discrete and specific areas of risk. The above list is not
exhaustive, and is provided for the reader�s convenience.
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Appendix B

PROXY VOTING POLICY AND PROCEDURES

Cushing® Asset Management, L.P. (the �Investment Manager�) serves as the investment adviser and general partner,
respectively, of certain the investment accounts and pooled investment (each a �Client� and collectively, the �Clients�).
Through these relationships the Investment Manager is sometimes delegated the right to vote, on behalf of the Clients,
proxies received from companies, the securities of which are owned by the Clients.

Purpose

The Investment Manager follows this proxy voting policy (the �Policy�) to ensure that proxies the Investment Manager
votes, on behalf of each Client, are voted to further the best interest of that Client. The Policy establishes a mechanism
to address any conflicts of interests between the Investment Manager and the Client. Further, the Policy establishes
how Clients may obtain information on how the proxies have been voted.

Determination of Vote

The Investment Manager determines how to vote after studying the proxy materials and any other materials that may
be necessary or beneficial to voting. The Investment Manager votes in a manner that the Investment Manager believes
reasonably furthers the best interests of the Client and is consistent with the Client�s investment philosophy as set forth
in the relevant investment management documents.

The major proxy-related issues generally fall within five categories: corporate governance, takeover defenses,
compensation plans, capital structure, and social responsibility. The Investment Manager will cast votes for these
matters on a case-by-case basis. The Investment Manager will generally vote in favor of matters which follow an
agreeable corporate strategic direction, support an ownership structure that enhances shareholder value without
diluting management�s accountability to shareholders and/or present compensation plans that are commensurate with
enhanced manager performance and market practices.

Resolution of any Conflicts of Interest

If a proxy vote creates a material conflict between the interests of the Investment Manager and a Client, the
Investment Manager will resolve the conflict before voting the proxies. The Investment Manager will either disclose
the conflict to the Client and obtain a consent or take other steps designed to ensure that a decision to vote the proxy
was based on the Investment Manager�s determination of the Client�s best interest and was not the product of the
conflict.

Records

The Investment Manager maintains records of (i) all proxy statements and materials the Investment Manager receives
on behalf of Clients; (ii) all proxy votes that are made on behalf of the Clients; (iii) all documents that were material to
a proxy vote; (iv) all written requests from Clients regarding voting history; and (v) all responses (written and oral) to
Clients� requests. Such records are available to the Clients (and owners of a Client that is an investment vehicle) upon
request.
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PART C

OTHER INFORMATION

Item 25. Financial Statements And Exhibits

(1) Included in Part A: Financial highlights
Incorporated by reference into Part B: The Registrant�s audited financial statements, notes to such financial statements
and the report of independent registered public accounting firm thereon, by reference to the Registrant�s Annual Report
for the period ended November 30, 2017, as contained in the Registrant�s Form N-CSR filed with the Securities and
Exchange Commission (the �Commission�) on February 5, 2018, (Accession Number 0001193125-18-032018).

(2) Exhibits

(a)(i) Second Amended and Restated Agreement and Declaration of Trust of Registrant(3)

(a)(ii) Amendment to the Second Amended and Restated Agreement and Declaration of Trust of
Registrant*

(b)(i) Amended and Restated By-Laws of Registrant*

(b)(ii) Amendment to the Amended and Restated By-Laws of Registrant*

(c) Not applicable

(d) Form of Subscription Documents for Rights++

(e) Dividend Reinvestment Plan of Registrant(1)

(f) Not applicable

(g) Investment Management Agreement between Registrant and Cushing® Asset Management, LP
(the �Investment Adviser�)(2)

(h) Form of Underwriting/Sales/Dealer Manager Agreement++

(i) Not applicable

(j) Custody Agreement(2)

(k)(i)(1) Transfer Agent Servicing Agreement*

        (2) Amendment to Transfer Agent Servicing Agreement*

    (ii) Fund Administration Agreement(2)

    (iii) Fund Accounting Servicing Agreement(2)

    (iv) Lending Services Agreement*

    (v) Special Custody and Pledge Agreement*

(l) Opinion and Consent of Skadden, Arps, Slate, Meagher & Flom LLP+
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(m) Not applicable

(n) Consent of Independent Registered Public Accounting Firm*

(o) Not applicable

(p) Initial Stock Purchase Agreement(2)

(q) Not applicable

(r)(i) Code of Ethics of the Registrant*

(ii) Code of Ethics of the Investment Adviser*

(s) Power of Attorney*

(z)(i) Form of Prospectus Supplement for Common Share Offering*

(z)(ii) Form of Prospectus Supplement for Rights Offering*

* Filed herewith.
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+ To be filed by further amendment.
++ To be filed by post-effective amendment.
(1) Incorporated by reference to the Registrant�s Registration Statement on Form N-2 under the Securities Act of

1933, as amended, and the Investment Company Act of 1940, as amended (Securities Act File No. 333- 143305
and Investment Company Act File No. 811-22072), on Form N-2, filed on July 20, 2007.

(2) Incorporated by reference to the Registrant�s Registration Statement on Form N-2 under the Securities Act of
1933, as amended, and the Investment Company Act of 1940, as amended (Securities Act File No. 333- 143305
and Investment Company Act File No. 811-22072), on Form N-2, filed on August 23, 2007.

(3) Incorporated by reference to Exhibit 3.1 to the Registrant�s Form 8-K filed on May 16, 2011.

Item 26. Marketing Arrangements
The information contained under the heading �Plan of Distribution� in this Registration Statement is incorporated herein
by reference and any information concerning any underwriters for a particular offering will be contained in the
Prospectus Supplement related to that offering.

Item 27. Other Expenses of Issuance and Distribution
The following table sets forth the estimated expenses to be incurred in connection with the offering described in this
Registration Statement:

SEC Fees $
FINRA Fees
Printing and Mailing Expenses
Subscription Agent Fees
Information Agent Fees
Legal Fees
Exchange Listing Fees
Audit Fees
Reimbursement Expenses
Miscellaneous Expenses
Total

Item 28. Persons Controlled by or Under Common Control with Registrant
None

Item 29. Number of Holders of Securities

Title Class
Number of Record Shareholders

as of June 4, 2018
Common shares of beneficial
interest, par value $0.001 per
share

3
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Item 30. Indemnification
Article IV of the Registrant�s Second Amended and Restated Agreement and Declaration of Trust provides as follows:

Section 2. Limitation of Liability. All persons contracting with or having any claim against the Trust or a particular
Series shall look only to the assets of the Trust or, as applicable, all Series or such particular Series for payment under
such contract or claim; and neither the Trustees nor, when acting in such capacity, any of the Trust�s officers,
employees or agents, whether past, present or future, shall be personally liable therefor. Every written instrument or
obligation on behalf of the Trust or any Series shall contain a statement to the foregoing effect, but the absence of
such statement shall not operate to make any Trustee or officer of the Trust liable thereunder. Provided they have
exercised reasonable care and have acted under the reasonable belief that their actions are in the best interest of the
Trust, the Trustees and officers of the Trust shall not be responsible or liable for any act or omission or for neglect or
wrongdoing of them or any officer, agent, employee, investment adviser or independent contractor of the Trust, but
nothing contained in this Declaration or in the Delaware Act shall protect any Trustee or officer of the Trust against
liability to the Trust or to Shareholders to which he would otherwise be subject by reason of willful misfeasance, bad
faith, gross negligence or reckless disregard of the duties involved in the conduct of his office.

Section 3. Indemnification.

(a) Subject to the exceptions and limitations contained in subsection (b) below:

(i)     every person who is, or has been, a Trustee or an officer, employee or agent of the Trust (including any
individual who serves at its request as director, officer, partner, employee, trustee, agent or the like of another
organization in which it has any interest as a shareholder, creditor or otherwise) (�Covered Person�) shall be
indemnified by the Trust or the appropriate Series to the fullest extent permitted by law against liability and against all
expenses reasonably incurred or paid by him in connection with any claim, action, suit or proceeding in which he
becomes involved as a party or otherwise by virtue of his being or having been a Covered Person and against amounts
paid or incurred by him in the settlement thereof; and

(ii)     as used herein, the words �claim,� �action,� �suit,� or �proceeding� shall apply to all claims, actions, suits or proceedings
(civil, criminal, administrative, investigative, arbitration or other, including appeals), actual or threatened, and the
words �liability� and �expenses� shall include, without limitation, attorneys� fees, costs, judgments, amounts paid in
settlement, fines, penalties and other liabilities.

(b) No indemnification shall be provided hereunder to a Covered Person:

(i)     who shall have been adjudicated by a court or body before which the proceeding was brought (A) to be liable to
the Trust or its Shareholders by reason of willful misfeasance, bad faith, gross negligence or reckless disregard of the
duties involved in the conduct of his office, or (B) not to have acted in good faith and in a manner the person
reasonably believed to be in or not opposed to the best interests of the Trust; or

(ii)     in the event of a settlement, unless there has been a determination that such Covered Person did not engage in
willful misfeasance, bad faith, gross negligence or reckless disregard of the duties involved in the conduct of his
office; (A) by the court or other body approving the settlement; (B) by at least a majority of those Trustees who are
neither Interested Persons of the Trust nor are parties to the matter based upon a review of readily available facts (as
opposed to a full trial-type inquiry); (C) by written opinion of independent legal counsel based upon a review of
readily available facts (as opposed to a full trial-type inquiry) or (D) by a vote of a majority of the Outstanding Shares
entitled to vote (excluding any Outstanding Shares owned of record or beneficially by such individual).

(c)     The rights of indemnification herein provided may be insured against by policies maintained by the Trust, shall
be severable, shall not be exclusive of or affect any other rights to which any Covered Person may now or hereafter be
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entitled, and shall inure to the benefit of the heirs, executors and administrators of a Covered Person.
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(d)     To the maximum extent permitted by applicable law, expenses in connection with the preparation and
presentation of a defense to any claim, action, suit or proceeding of the character described in subsection (a) of this
Section may be paid by the Trust or applicable Series from time to time prior to final disposition thereof upon receipt
of an undertaking by or on behalf of such Covered Person that such amount will be paid over by him to the Trust or
applicable Series if it is ultimately determined that he is not entitled to indemnification under this Section; provided,
however, that either (i) such Covered Person shall have provided appropriate security for such undertaking, (ii) the
Trust is insured against losses arising out of any such advance payments or (iii) either a majority of a quorum of the
Trustees who are neither Interested Persons of the Trust nor parties to the matter, or independent legal counsel in a
written opinion, shall have determined, based upon a review of readily available facts (as opposed to a full trial-type
inquiry) that there is reason to believe that such Covered Person will not be disqualified from indemnification under
this Section. Independent counsel retained for the purpose of rendering an opinion regarding advancement of expenses
and/or a majority of a quorum of the Trustees who are neither Interested Persons of the Trust nor parties to the matter,
may proceed under a rebuttable presumption that the Covered Person has not engaged in willful misfeasance, bad
faith, gross negligence or reckless disregard of the Covered Person�s duties to the Trust and were based on the Covered
Person�s determination that those actions were in the best interests of the Trust and its Shareholders; provided that the
Covered Person is not an Interested Person (or is an Interested Person solely by reason of being an officer of the
Trust).

(e)     Any repeal or modification of this Article IV by the Shareholders, or adoption or modification of any other
provision of the Declaration or By-Laws inconsistent with this Article, shall be prospective only, to the extent that
such repeal, or modification would, if applied retrospectively, adversely affect any limitation on the liability of any
Covered Person or indemnification available to any Covered Person with respect to any act or omission which
occurred prior to such repeal, modification or adoption. Any such repeal or modification by the Shareholders shall
require a vote of at least two-thirds of the Outstanding Shares entitled to vote and present in person or by proxy at any
meeting of the Shareholders.

Section 4. Indemnification of Shareholders.

(a)     If any Shareholder or former Shareholder of the Trust (as opposed to a Shareholder or former Shareholder of
any Series) shall be held personally liable solely by reason of his being or having been a Shareholder and not because
of his acts or omissions or for some other reason, the Shareholder or former Shareholder (or his heirs, executors,
administrators or other legal representatives or in the case of any entity, its general successor) shall be entitled out of
the assets belonging to the Trust to be held harmless from and indemnified against all loss and expense arising from
such liability. The Trust shall, upon request by such Shareholder, assume the defense of any claim made against such
Shareholder for any act or obligation of the Trust and satisfy any judgment thereon from the assets of the Series.

(b)     If any Shareholder or former Shareholder of any Series shall be held personally liable solely by reason of his
being or having been a Shareholder and not because of his acts or omissions or for some other reason, the Shareholder
or former Shareholder (or his heirs, executors, administrators or other legal representatives or in the case of any entity,
its general successor) shall be entitled out of the assets belonging to the applicable Series to be held harmless from and
indemnified against all loss and expense arising from such liability. The Trust, on behalf of the affected Series, shall,
upon request by such Shareholder, assume the defense of any claim made against such Shareholder for any act or
obligation of the Series and satisfy any judgment thereon from the assets of the Series.

Section 5. No Bond Required of Trustees. No Trustee shall be obligated to give any bond or other security for the
performance of any of his duties hereunder.

Section 6. No Duty of Investigation; Notice in Trust Instruments, Etc. No purchaser, lender, transfer agent or other
Person dealing with the Trustees or any officer, employee or agent of the Trust or a Series thereof shall be bound to
make any inquiry concerning the validity of any transaction purporting to be made by the Trustees or by said officer,
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employee or agent or be liable for the application of money or property paid, loaned, or delivered to or on the order of
the Trustees or of said officer, employee or agent. Every obligation, contract, instrument, certificate, Share, other
security of the Trust or a Series thereof or undertaking, and every other act or thing whatsoever executed in connection
with the Trust shall be
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conclusively presumed to have been executed or done by the executors thereof only in their capacity as Trustees under
this Declaration or in their capacity as officers, employees or agents of the Trust or a Series thereof. Every written
obligation, contract, instrument, certificate, Share, other security of the Trust or a Series thereof or undertaking made
or issued by the Trustees may recite that the same is executed or made by them not individually, but as Trustees under
the Declaration, and that the obligations of the Trust or a Series thereof under any such instrument are not binding
upon any of the Trustees or Shareholders individually, but bind only the Trust Property or the Trust Property of the
applicable Series, and may contain any further recital which they may deem appropriate, but the omission of such
recital shall not operate to bind the Trustees individually. The Trustees may maintain insurance for the protection of
the Trust Property or the Trust Property of the applicable Series, its Shareholders, Trustees, officers, employees and
agents in such amount as the Trustees shall deem adequate to cover possible tort liability, and such other insurance as
the Trustees in their sole judgment shall deem advisable.

Section 7. Reliance on Experts, Etc. Each Trustee, officer or employee of the Trust or a Series thereof shall, in the
performance of his duties, powers and discretions hereunder be fully and completely justified and protected with
regard to any act or any failure to act resulting from reliance in good faith upon the books of account or other records
of the Trust or a Series thereof, upon an opinion of counsel, or upon reports made to the Trust or a Series thereof by
any of its officers or employees or by the Investment Adviser, the Administrator, the Distributor, the Principal
Underwriter, Transfer Agent, selected dealers, accountants, appraisers or other experts or consultants selected with
reasonable care by the Trustees, officers or employees of the Trust, regardless of whether such counsel or expert may
also be a Trustee.

Section 18 of the Investment Management Agreement between Registrant and Cushing® Asset Management, LP
provides as follows:

18. Limitation of Liability of the Fund and the Shareholders. None of the Trustees, officers, agents or shareholders of
the Fund will be personally liable under this Agreement. The name �The Cushing® MLP Total Return Fund� is the
designation of the Fund for the time being under the Amended and Restated Agreement and Declaration of Trust and
all persons dealing with the Fund must look solely to the property of the Fund for the enforcement of any claims
against the Fund, as none of the Trustees, officers, agents or shareholders assume any personal liability for obligations
entered into on behalf of the Fund.

Item 31. Business and Other Connections of the Advisor
The Investment Adviser is not engaged in any other business, profession, vocation or employment of a substantial
nature. A description of any other business, profession, vocation or employment of a substantial nature in which each
limited partner or executive officer of the Investment Adviser is or has been during the past two fiscal years engaged
in for his or her own account or in his or her capacity as trustee, officer, or portfolio manager of the Fund, is set forth
in Part A and Part B of this Registration Statement in the sections entitled �Management of the Fund� or in the
Investment Adviser�s Form ADV, as filed with the SEC (SEC File No. 801-63255), and which Form ADV is
incorporated herein by reference.

Item 32. Location of Accounts and Records
The accounts, books or other documents required to be maintained by Section 31(a) of the 1940 Act, and the rules
promulgated under the 1940 Act, are kept by the Registrant or its custodian, transfer agent, administrator and fund
accountant. The Registrant is located at the following address: The Cushing® MLP & Infrastructure Total Return
Fund, 8117 Preston Road, Suite 440, Dallas, Texas 75225. The Fund�s custodian is located at the following address:
U.S. Bank National Association, 1555 N. RiverCenter Drive, Suite 302, Milwaukee, Wisconsin 53212. The Fund�s
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transfer agent, registrar and administrator is located at the following address: U.S. Bancorp Fund Services, LLC,
located at 615 East Michigan Street, Milwaukee, Wisconsin 53202.

Item 33. Management Services
Not applicable.
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Item 34. Undertakings

1. Registrant undertakes to suspend the offering of common shares until the prospectus is amended, if
subsequent to the effective date of this registration statement, its net asset value declines more than ten
percent from its net asset value, as of the effective date of the registration statement or its net asset value
increases to an amount greater than its net proceeds as stated in the prospectus.

2. Not applicable.

3. Not applicable.

4. Registrant undertakes:

(a) to file, during any period in which offers or sales are being made, a post-effective amendment to the
Registration Statement:

(1) to include any prospectus required by Section 10(a)(3) of the Securities Act;

(2) to reflect in the prospectus any facts or events after the effective date of the Registration
Statement (or the most recent post-effective amendment thereof) which, individually or in the
aggregate, represents a fundamental change in the information set forth in the Registration
Statement; and

(3) to include any material information with respect to the plan of distribution not previously
disclosed in the Registration Statement or any material change to such information in the
Registration Statement;

(b) that, for the purpose of determining any liability under the Securities Act, each post-effective
amendment shall be deemed to be a new registration statement relating to the securities offered therein,
and the offering of such securities at that time shall be deemed to be the initial bona fide offering
thereof;

(c) to remove from registration by means of a post-effective amendment any of the securities being
registered which remain unsold at the termination of the offering;

(d) that, for the purpose of determining liability under the Securities Act to any purchaser, if the Registrant
is subject to Rule 430C: Each prospectus filed pursuant to Rule 497(b), (c), (d) or (e) under the
Securities Act as part of a registration statement relating to an offering, other than prospectuses filed in
reliance on Rule 430A under the Securities Act shall be deemed to be part of and included in the
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registration statement as of the date it is first used after effectiveness. Provided, however, that no
statement made in a registration statement or prospectus that is part of the registration or made in a
document incorporated or deemed incorporated by reference into the registration statement or
prospectus that is part of the registration statement will, as to a purchaser with a time of contract of
sale prior to such first use, supersede or modify any statement that was made in the registration
statement or prospectus that was part of the registration statement or made in any such document
immediately prior to such date of first use;

(e) that for the purpose of determining liability of the Registrant under the Securities Act to any purchaser
in the initial distribution of securities;

The undersigned Registrant undertakes that in a primary offering of securities of the undersigned Registrant pursuant
to this registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if the
securities are offered or sold to such purchaser by means of any of the following communications, the undersigned
Registrant will be a seller to the purchaser and will be considered to offer or sell such securities to the purchaser:

(1) any preliminary prospectus or prospectus of the undersigned Registrant relating to the offering
required to be filed pursuant to Rule 497 under the Securities Act of 1933.
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(2) the portion of any advertisement pursuant to Rule 482 under the Securities Act of 1933 relating to
the offering containing material information about the undersigned Registrant or its securities
provided by or on behalf of the undersigned Registrant; and

(3) any other communication that is an offer in the offering made by the undersigned Registrant to the
purchaser.

5. Registrant undertakes that:

a. For purposes of determining any liability under the Securities Act of 1933, the information omitted
from the form of prospectus filed as part of this registration statement in reliance upon Rule 430A and
contained in the form of prospectus filed by the Registrant under Rule 497(h) under the Securities Act
of 1933 shall be deemed to be part of this registration statement as of the time it was declared
effective; and

b. For the purpose of determining any liability under the Securities Act of 1933, each post-effective
amendment that contains a form of prospectus shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of the securities at that time shall be deemed
to be the initial bona fide offering thereof.

6. Registrant undertakes to send by first class mail or other means designed to ensure equally prompt delivery,
within two business days of receipt of a written or oral request, any Statement of Additional Information
constituting Part B of this Registration Statement.
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SIGNATURES

As required by the Securities Act of 1933, as amended, and the Investment Company Act of 1940, as amended, this
Registrant�s Registration Statement has been signed on behalf of the Registrant, in the City of Dallas, State of Texas,
on the 8th day of June, 2018

THE CUSHING® MLP &
INFRASTRUCTURE TOTAL RETURN
FUND

By: /s/ Jerry V. Swank
Name: Jerry V. Swank
Title: Trustee, Chairman of the Board and

Chief Executive Officer
As required by the Securities Act of 1933, as amended, this Registration Statement has been signed below by the
following persons in the capacities set forth below on the 8th day of June, 2018.

NAME TITLE

/s/ Jerry V. Swank
Trustee, Chairman of the Board and

Chief Executive Officer
Jerry V. Swank

/s/ John H. Alban Chief Financial Officer and Treasurer
John H. Alban

* Trustee
Brian R. Bruce

* Trustee
Brenda A. Cline

* Trustee
Ronald P. Trout

* By:
Barry Y. Greenberg
As Attorney-In-Fact, Pursuant to a Power of 
Attorney

June 8, 2018
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EXHIBIT INDEX

(a)(ii) Amendment to the Second Amended and Restated Agreement and Declaration of Trust of Registrant

(b)(i) Amended and Restated By-Laws of Registrant

(b)(ii) Amendment to the Amended and Restated By-Laws of Registrant

(k)(i)(1) Transfer Agent Servicing Agreement

(k)(i)(2) Amendment to Transfer Agent Servicing Agreement

(k)(iv) Lending Services Agreement

(k)(v) Special Custody and Pledge Agreement

(n) Consent of Independent Registered Public Accounting Firm

(r)(i) Code of Ethics of the Registrant

(r)(ii) Code of Ethics of the Investment Adviser

(s) Power of Attorney

(z)(i) Form of Prospectus Supplement for Common Share Offering

(z)(ii) Form of Prospectus Supplement for Rights Offering
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