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No person is authorized to give any information or to make any representations
with respect to this trust not contained in this prospectus. The trust is registered as a
unit investment trust under the Investment Company Act of 1940. Such registration
does not imply that the trust or any of its units have been guaranteed, sponsored,
recommended or approved by the United States or any state or any agency or officer
thereof. This prospectus does not constitute an offer to sell, or a solicitation of an offer
to buy, securities in any state to any person to whom it is not lawful to make such
offer in such state.
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INVESTMENT SUMMARY

INVESTMENT OBJECTIVES. The trust seeks to provide investors with
income which is generally exempt from regular federal and California income tax. The
possibility of capital growth is a secondary objective. There is no guarantee that the
investment objectives of the trust will be achieved.

PRINCIPAL INVESTMENT STRATEGY. The trust seeks to achieve its objectives
by investing in a portfolio of the common stock of closed-end investment companies,
known as closed-end funds (“CEFs”) and exchange-traded funds (“ETFs”) whose
portfolios consist primarily of municipal bonds issued by California issuers. The CEFs
and ETFs are collectively referred to as the “funds.”

For the CEF segment of the portfolio, each of the CEFs in the trust’s portfolio
was selected with consideration for its ability, in the view of the sponsor, to maintain
consistent dividend distributions exempt from regular federal and California income
taxes. When selecting the CEFs for the trust, the following factors, among others, were
considered by the sponsor: (i) the credit quality of the municipal bonds in the portfolios
of the CEFs; and (ii) the yield and price of the shares of the CEFs and potential income
to unitholders of the trust. The CEFs may have policies to invest in securities of varying
maturity and/or credit quality. The sponsor used no maturity policies in selecting the
CEFs for the trust but did consider the weighted average credit quality of the CEF
portfolios, seeking to identify CEFs with investment grade quality weighted averages
overall at the time of selection based upon the underlying credit ratings of the municipal
bonds in each selected CEF using publicly available information.

For the ETF segment of the portfolio, the sponsor considered the following factors,
among others, when selecting the ETFs for the trust: (i) expense ratios of the ETFs;
(ii) dividends paid by the ETF:s; (iii) historical performance of the ETFs; (iv) total assets of
the ETFs; and (v) the credit quality of the municipal bonds in the portfolios of the ETFs and
seeking to identify ETFs with investment grade quality weighted averages overall at the
time of selection based upon the underlying credit ratings of the municipal bonds in each
selected ETF using publicly available information.

It is a fundamental policy of the trust that, under normal circumstances, the trust will
invest its net assets so that at least 80% of the income the trust distributes will be exempt
from federal and California income tax. Income for this purpose does not include return of
capital. However, income distributed by the trust may be subject to the alternative minimum
tax on individuals. Certain funds held by the trust may invest in high-yield debt obligations
(“junk bonds”). The funds held by the trust invest in municipal bonds that are fixed-rate
obligations and will decline in value with increases in interest rates, an issuer’s worsening
financial condition or a drop in bond ratings.

PRINCIPAL RISK CONSIDERATIONS. Unitholders can lose money by
investing in this trust. An investment in units of the trust should be made with an
understanding of the risks related to the trust, such as the following:

 Security prices will fluctuate. The value of your investment may fall over time.
Market values of securities held by the trust may fluctuate in response to various
factors. These factors can include changes in interest rates, inflation, the financial
condition of a security’s issuer, perceptions of the issuer, adverse events impacting
a particular industry or sector and/or significant events impacting the entire
securities market (including international unrest, the enactment of tariffs and other
trade barriers, natural disasters), federal regulatory restrictions on U.S. corporate
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issuer investments in China and the spread of infectious disease or other public
health crises. Any of these factors may adversely impact market conditions and the
performance of the securities in the portfolio and the trust. The financial condition

of an issuer may worsen or its credit ratings may drop, resulting in a reduction in the
value of your units. A drop in credit rating generally indicates an increased likelihood
of an issuer’s risk of default on a loan. Where an issuer’s credit rating is decreased,
the perceived financial health of the company, the perceived value of the company
and the corresponding market value of its equity securities will generally decrease.
This may occur at any point in time, including during the initial offering period.

* An issuer may be unable to make interest and/or principal payments in the future.
The trust invests in funds that invest in fixed income securities. Market conditions
may impact the ability of such securities to make interest and/or principal payments,
which would impact the ability of such funds to make income payments. This may
reduce the level of income the trust receives which would reduce your income and
cause the value of your units to fall. Among other things, inflation, interest rate
changes, related regulatory consequences to corporate debt issuers, international
unrest, the enactment of tariffs and other trade barriers, natural disasters, federal
regulatory restrictions on U.S. corporate issuer investments in China and the spread
of infectious disease or other public health crises, may adversely impact the ability
of borrowers to make principal or interest payments on securities, when due.

 The trust invests in shares of closed-end funds. Shares of closed-end funds tend
to trade at a discount from their net asset value and are subject to risks related
to factors such as the manager’s ability to achieve a closed-end fund’s objective
and market conditions affecting a closed-end fund’s investments. The trust and
closed-end funds have management and operating expenses. You will bear not
only your share of the trust’s expenses, but also the expenses of the closed-end
funds. By investing in other funds, the trust incurs greater expenses than you
would incur if you invested directly in the underlying fund investments.

 The trust invests in shares of ETF's. Shares of these ETFs may trade at a discount
or premium from their net asset value. If ETF shares are sold at a discount, then
the trust will receive less than their net asset value. Alternatively, if ETF shares
are purchased at a premium, then the trust will pay more than their net asset value.
These ETFs are also subject to risks related to factors such as the manager’s
ability to achieve an ETF’s objective and market conditions affecting an ETF’s
investments. The trust and ETFs have management and operating expenses. You
will bear not only your share of the trust’s expenses, but also the expenses of the
ETFs. By investing in other funds, the trust incurs greater expenses than you would
incur if you invested directly in the underlying investments of the ETFs.

e The funds held by the trust invest in municipal bonds. Municipal bonds are
debt obligations issued by state and local governments or by their political
subdivisions or authorities. States, local governments and municipalities issue
municipal bonds to raise money for various public purposes such as building
public facilities, refinancing outstanding obligations and financing general
operating expenses. These bonds include general obligation bonds, which are
backed by the full faith and credit of the issuer and may be repaid from any
revenue source, and revenue bonds, which may be repaid only from the revenue
of a specific facility or source. Among other things, inflation, interest rate
changes, international unrest, the enactment of tariffs and other trade barriers,
natural disasters and the spread of infectious disease and other public health

A-4



crises, may adversely impact state and political subdivisions’ ability to make
payments on debt obligations when due and may negatively impact the value of
bonds issued by such state and political subdivisions.

The municipal bonds held by the funds held by the trust are fixed-rate
obligations and will decline in value with increases in interest rates, an
issuer’s worsening financial condition or a drop in bond ratings. The longer
the maturity of a security, the greater the risk of a decline in value with
increases in interest rates. The effective maturity of longer term securities may
be dramatically different than shorter term obligations. Investors may receive
early returns of principal when securities are called or sold before they mature.
Investors may not be able to reinvest the proceeds they receive at as high a
yield. The default of an issuer in making its payment obligations could result in
the loss of interest income and/or principal to investors.

The funds held by the trust invest significantly in California municipal bonds.
Because the funds held by the trust are concentrated in bonds of issuers located

in California, there may be more risk than if the bonds were issued by issuers
located in several states. The financial condition of the State of California is
affected by various national, economic, social and environmental policies and
conditions. These policies and conditions could adversely affect the value of the
bonds held by the funds and the value of your units. Additionally, constitutional and
statutory limitations imposed on the State of California and its local governments
concerning taxes, bond indebtedness and other matters may constrain the revenue-
generating capacity of the State and its local governments and, therefore, the ability
of the issuers of the bonds to satisfy their obligations. An inability of the issuers

of the bonds to satisfy their obligation could result in the issuers’ unwillingness or
inability to make interest or principal payments when due and adversely affect the
value of the funds that hold those bonds and the value of your units.

The funds held by the trust may invest in securities rated below investment
grade and considered to be “junk” securities. These securities are considered
to be speculative and are subject to greater market and credit risks. Accordingly,
the risk of default is higher than investment grade securities. In addition, these
securities may be more sensitive to interest rate changes and may be more likely
to make early returns of principal.

If the trust fails to maintain its status as a “qualified fund of funds” by not
having at least 50% of the value of its total assets represented by interests in
funds treated as “regulated investment companies” for tax purposes, then

the trust may be unable to report a portion of its dividends as exempt-interest
dividends and they may be treated as ordinary income distributions. If this
happens, the trust will be unable to achieve its objective and satisfy the fundamental
policies of the trust described under “Investment Summary — Principal Investment
Strategy”. See “Risk Considerations— Tax Risk™ and “Taxes” for more information
about this risk and about the tax consequences of owning units of your trust.

A portion of distributions from the trust may be subject to the alternative
minimum tax. While certain distributions from the trust are generally exempt from
federal and California personal income taxes, a portion of such distributions may
be taken into account in computing the alternative minimum tax on individuals.

The trust is not actively managed. Except in limited circumstances, the trust
will hold, and continue to buy, shares of the same securities even if their market
value declines.
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ESSENTIAL INFORMATION

Unit Price on Initial Date of Deposit: $10.00
Initial Date of Deposit: April 9, 2026
Mandatory Termination Date: April 6, 2028
Record Dates: 10th day of each month, commencing May 2026
Distribution Dates: 25th day of each month, commencing May 2026
Standard CUSIP Numbers: Cash: 83208G308
Reinvestment: 83208G316
Fee Based CUSIP Numbers: Cash: 83208G324
Reinvestment: 83208G332
Ticker Symbol: STCAGX
Minimum Investment: $1,000/100 units (may vary by selling firm)
Tax Status: Regulated Investment Company
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FEE TABLE

The amounts below are estimates of the direct and indirect expenses that you may
incur based on a $10 unit price. Actual expenses may vary.

Unitholder Transaction Expenses
(fees paid directly from your investment)*

Initial Sales Charge .......................
Deferred Sales Charge ....................
Creation & Development Fee ...............

Maximum Sales Charge ...................
Estimated Organization Costs .............

Estimated Annual Operating Expenses
(expenses deducted from trust assets)

TrusteeFee ........... ... ... .. ... ... ...
SupervisorFee ............. ... ... .. ...
Other Operating Expenses .................
Acquired Fund Fees and Expenses” ..........

Total ... .. .. .

Example

This example helps you compare the cost of this trust
with other unit investment trusts and mutual funds.
The example assumes that the expenses do not
change and that the trust’s annual return is 5%. Your
actual returns and expenses will vary. Based on these
assumptions, you would pay these expenses for every
$10,000 you investin the trust ..................

As a % of

Amounts per

Initial Unit Price 100 Units
0.00% $ 0.00
2.25 22.50
0.50 5.00
2.75% $ 27.50
0.321% $ 321
As a % of Amounts per
Net Assets 100 Units
0.108% $ 1.05
0.036 0.35
0.078 0.76
2.633 25.52
2.855% $ 27.68
Cumulative Expenses Paid for Period:
2 years
1 year (life of trust)
$584 $858

*  The sales charge has both an initial and a deferred component. The initial sales charge
is paid at the time of purchase and is the difference between the total sales charge
(maximum of 2.75% of the public offering price) and the sum of the remaining deferred
sales charge and the total creation and development fee. The initial sales charge will be
approximately 0% of the public offering price per unit depending on the public offering
price per unit. The deferred sales charge is fixed at $0.225 per unit and is paid in three
monthly installments beginning on October 20, 2026. The creation and development fee
is fixed at $0.05 per unit and is paid at the end of the initial offering period. The creation
and development fee is only assessed to units outstanding at the end of the initial offering
period. When the public offering price per unit is less than or equal to $10, you will not
pay an initial sales charge. When the public offering price per unit is greater than $10
per unit, you will pay an initial sales charge. If you redeem or sell your units prior to
collection of the total deferred sales charge, you will pay any remaining deferred sales
charge upon redemption or sale of your units. If you purchase units after the last deferred
sales charge payment has been assessed, the secondary market sales charge is equal to
2.75% of the public offering price per unit and does not include deferred payments.

# Although not an actual trust operating expense, the trust, and therefore the unitholders,
will indirectly bear similar operating expenses of the funds in which the trust invests in the
estimated amount set forth in the table. These expenses are based on the actual expenses
charged in the funds most recent fiscal year but are subject to change in the future. An
investor in the trust will therefore indirectly pay higher expenses than if the funds were

held directly.
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CALIFORNIA MUNICIPAL PORTFOLIO OF FUNDS TRUST,
SERIES 7
(SMARTTRUST 741)

STATEMENT OF FINANCIAL CONDITION
AS OF APRIL 9, 2026

Investment in securities

Contracts to purchase securities (1)(2) . ... ... $ 110,159
Total ot e $ 110,159
Liabilities and interest of investors
Liabilities:
Organization CoSts (3) ..o vttt $ 354
Deferred sales charge (4)(5) ..o oo 2479
Creation & development fee (4)(5) . ..o et 551
Total liabilities . ... ..... ... . e 3,384
Interest of investors:
Cost to INVeStOrs (5) ..ot i it 110,159
Less: initial sales charge (4)(5) .. ... v it 0
Less: deferred sales charge and creation & development fee (4)(5) ... ... 3,030
Less: organization costs (3) . ... .vvu ettt 354
Net interest of INVESIOrs . ... ...ttt e 106,775
TOtal .t $ 110,159
Number of Units ... ...t 11,016
Net asset value per unit . ...ttt $ 9.693

(1) Aggregate cost of the securities is based on the evaluations determined by the trustee at the
evaluation time on the most recent business day prior to the initial date of deposit.

(2) Cash or an irrevocable letter of credit has been deposited with the trustee covering the
funds (aggregating $200,000) necessary for the purchase of securities in the trust
represented by purchase contracts.

(3) A portion of the public offering price represents an amount sufficient to pay for all or a
portion of the costs incurred in establishing the trust. These costs have been estimated at
$0.032 per unit for the trust. A distribution will be made as of the earlier of the close of
the initial offering period or six months following the trust’s inception date to an account
maintained by the trustee from which this obligation of the investors will be satisfied. To
the extent the actual organization costs are greater than the estimated amount, only the
estimated organization costs added to the public offering price will be reimbursed to the
sponsor and deducted from the assets of the trust.

(4) The total sales charge consists of an initial sales charge, a deferred sales charge and a
creation and development fee. The initial sales charge is equal to the difference between
the maximum sales charge and the sum of the remaining deferred sales charge and the
total creation and development fee. The maximum total sales charge is 2.75% of the public
offering price per unit.

(5) The aggregate cost to investors includes the applicable sales charge assuming no reduction
of sales charges.
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CALIFORNIA MUNICIPAL PORTFOLIO OF FUNDS TRUST,
SERIES 7
(SMARTTRUST 741)

PORTFOLIO OF INVESTMENTS
AS OF APRIL 9, 2026

Cost of
Percentage Market  Securities
Number of Ticker of the Value per to the
Shares Name of Issuer (1) Symbol Trust (2) Share (3)  Trust (3)

INVESTMENT COMPANIES — 100.00 %
Closed-End Funds — 74.99%

1,541  BlackRock MuniHoldings
California Quality Fund, Inc. MUC 1500% $ 10.72 $ 16,520

1,830  Invesco California Value

Municipal Income Trust VCV 17.48 10.52 19,252
1,590  Nuveen California AMT-Free
Quality Municipal Income Fund NKX 17.51 12.13 19,287
884 Nuveen California Municipal
Value Fund NCA 7.53 9.39 8,301
1,639  Nuveen California Quality
Municipal Income Fund NAC 17.47 11.74 19,242

Exchange-Traded Funds — 25.01%
110 American Century California

Municipal Bond ETF CATF 499 50.03 5,503
112 First Trust California Municipal
High Income ETF FCAL 5.02 4935 5,527

108 Goldman Sachs Dynamic
California Municipal

Income ETF GCAL 4.99 50.89 5,496
227 Invesco California AMT-Free

Municipal Bond ETF PWZ 4.99 24.20 5,493
48 iShares California Muni

Bond ETF CMF 2.49 5721 2,746
28 Vanguard California Tax-Exempt

Bond ETF VTEC 2.53 99.73 2,792

100.00% $110,159

See Notes to Portfolio of Investments.
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NOTES TO PORTFOLIO OF INVESTMENTS

All securities are represented by contracts to purchase such securities. Contracts
to purchase the securities were entered into on April 8, 2026. All such contracts
are expected to be settled on or about the first settlement date of the trust, which is
expected to be April 10, 2026.
Based on the cost of the securities to the trust.
Accounting Standards Codification 820, “Fair Value Measurements” establishes
a framework for measuring fair value and expands disclosure about fair value
measurements in financial statements for the trust. The framework under the
standard is comprised of a fair value hierarchy, which requires an entity to
maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value. The standard describes three levels of inputs that
may be used to measure fair value:
Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active
markets that the trust has the ability to access as of the measurement date.

Level 2: Significant observable inputs other than Level 1 prices, such as
quoted prices for similar assets or liabilities, quoted prices in markets that
are not active, and other inputs that are observable or can be corroborated by
observable market data.

Level 3: Significant unobservable inputs that reflect the trust’s own
assumptions about the assumptions that market participants would use in
pricing an asset or liability.

The inputs or methodologies used for valuing securities are not necessarily an
indication of the risk associated with investing those securities.

Changes in valuation techniques may result in transfers in or out of an
investment’s assigned level as described above.

The following table summarizes the trust’s investments as of the trust’s inception,
based on inputs used to value them:

Level 1 Level 2 Level 3
Investment Companies $110,159 $ - 3 —
Total $110,159 $ - $ —

The cost of the securities to the sponsor and the sponsor’s profit or (loss) (which is
the difference between the cost of the securities to the sponsor and the cost of the
securities to the trust) are $110,159 and $(0), respectively.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

SPONSOR AND UNITHOLDERS
SMARTTRUST 741

Opinion on the financial statements

We have audited the accompanying statement of financial condition, including the
trust portfolio on pages A-9 through A-10, of SmartTrust 741 (the “Trust™) as of April
9, 2026, the initial date of deposit, and the related notes (collectively referred to as the
“financial statements”). In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Trust as of April 9, 2026, in conformity
with accounting principles generally accepted in the United States of America.

Basis for opinion

These financial statements are the responsibility of Hennion & Walsh, Inc.,
the Sponsor. Our responsibility is to express an opinion on the Trust’s financial
statements based on our audit. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (“PCAOB”) and are
required to be independent with respect to the Trust in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, whether due
to error or fraud. The Trust is not required to have, nor were we engaged to perform,
an audit of its internal control over financial reporting. As part of our audit we are
required to obtain an understanding of internal control over financial reporting but not
for the purpose of expressing an opinion on the effectiveness of the Trust’s internal
control over financial reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. Our
audit also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial
statements. Our procedures included confirmation of cash or irrevocable letter of credit
deposited for the purchase of securities as shown in the statement of financial condition
as of April 9, 2026 by correspondence with The Bank of New York Mellon, Trustee. We
believe that our audit provides a reasonable basis for our opinion.

/s/ GRANT THORNTON LLP

We have served as the auditor of one or more of the unit investment trusts,
sponsored by Hennion & Walsh, Inc. since 2009.

Chicago, Illinois
April 9, 2026
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THE TRUST

The trust is a unit investment trust registered under the Investment Company
Act of 1940. The trust was created under the laws of the State of New York pursuant
to a trust agreement among Hennion & Walsh, Inc., The Bank of New York Mellon
and Hennion & Walsh Asset Management, Inc. Hennion & Walsh, Inc. is the sponsor
and principal underwriter of the trust. The Bank of New York Mellon is the trustee
of the trust. Hennion & Walsh Asset Management, Inc. is the portfolio supervisor of
the trust. The sponsor created the trust on the initial date of deposit and the trust will
terminate on the mandatory termination date unless terminated earlier as described
in this prospectus. The initial date of deposit and mandatory termination date are set
forth under “Essential Information.”

The trust is a unit investment trust and is not an actively managed fund.
Traditional methods of investment management for a managed fund often involve
frequent changes in a portfolio of securities on the basis of economic, financial and
market analysis. The portfolio of the trust, however, will not be actively managed and
therefore the adverse financial condition of an issuer will not necessarily require the
sale of its securities from the portfolio.

To create the trust, the sponsor deposited the initial portfolio securities (or
contracts to purchase the securities along with an irrevocable letter of credit, cash
or other consideration to pay for the securities) with the trustee on the initial date of
deposit. In exchange for the deposited securities, the trustee registered the sponsor’s
ownership of the initial units of the trust on the registration books of the trust. A unit
represents an undivided fractional interest in the trust. As the sponsor sells units, the
sponsor will create additional units of the trust by depositing additional portfolio
securities (or contracts to purchase securities and/or cash or a letter of credit with
instructions for the trust to purchase securities) with the trustee. Units will remain
outstanding until redeemed or until the trust terminates. At the close of the New York
Stock Exchange on the initial date of deposit (or on the first day units are sold to the
public, if later) the number of units may be adjusted so that the public offering price
per unit equals $10. The number of units and fractional interest of each unit in the
trust will increase or decrease to the extent of any adjustment.

RISK CONSIDERATIONS

All investments involve risk. This section describes various risks that can impact
the value of the securities in the trust. You should understand these risks before you
invest. Refer to the “Principal Risk Considerations” in Part A in this prospectus for
a list of the principal risk considerations related to an investment in the trust. If the
value of the securities falls, the value of the units will also fall. No one can guarantee
that the trust will achieve its objective or that your investment return will be positive
over any period.
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MARKET RISK. Market risk is the risk that the value of the securities in the
trust will fluctuate. This could cause the value of your units to fall below your original
purchase price. Market value fluctuates in response to various factors. These can
include changes in interest rates, inflation, the financial condition of a security’s issuer,
perceptions of the issuer, or ratings on a security. Even though the portfolio is supervised,
you should remember that the portfolio is not managed. The trust will not sell a security
solely because the market value falls as is possible in a managed fund. Market values of
securities held by the trust may be impacted by significant events impacting the entire
securities market. Examples of such significant events include the enactment of tariffs
and other trade barriers, natural disasters, federal regulatory restrictions on U.S. corporate
issuer investments in China and the spread of infectious disease and other public health
crises. Additionally, international unrest may cause a significant market disruption event
that negatively impacts the value of securities held by the Trust. For example, on-going
armed conflicts between Russia and Ukraine in Europe and among Israel, Hamas and other
militant groups in the Middle East have caused, and could cause in the future, significant
market disruptions and volatility within the markets in Russia, Europe, the Middle
East and the United States. The hostilities and sanctions resulting from those hostilities
could have a significant impact on certain trust investments as well as trust performance
even if the trust does not have any direct exposure to these regions’ companies or those
of adjoining geographic regions. Any of these factors may adversely impact market
conditions and the performance of the securities in the portfolio and the trust.

CLOSED-END FUNDS. The trust invests in shares of closed-end funds.
Closed-end funds are a type of investment company that holds an actively managed
portfolio of securities. Closed-end funds issue shares in “closed-end” offerings which
generally trade on a stock exchange (although some closed-end fund shares are not
listed on a securities exchange). Since closed-end funds maintain a relatively fixed
pool of investment capital, portfolio managers may be better able to adhere to their
investment philosophies through greater flexibility and control. In addition, closed-
end funds don’t have to manage fund liquidity to meet potentially large redemptions.
Closed-end funds are subject to various risks, including management’s ability to
meet the closed-end fund’s investment objective, and to manage the closed-end fund
portfolio when the underlying securities are redeemed or sold, during periods of market
turmoil and as investors’ perceptions regarding closed-end funds or their underlying
investments change.

Shares of closed-end funds frequently trade at a discount from their net asset value
in the secondary market. This risk is separate and distinct from the risk that the net
asset value of closed-end fund shares may decrease. The amount of such discount from
net asset value is subject to change from time to time in response to various factors.

Certain of the closed-end funds included in the trust may employ the use of
leverage in their portfolios through the issuance of preferred stock. While leverage
often serves to increase the yield of a closed-end fund, this leverage also subjects the
closed-end fund to increased risks. These risks may include the likelihood of increased
volatility and the possibility that the closed-end fund’s common share income will fall
if the dividend rate on the preferred shares or the interest rate on any borrowings rises.
The use of leverage may cause a closed-end fund to liquidate portfolio positions when
it may not be advantageous to do so to satisfy its obligations or to meet any required
asset segregation requirements.

B-2



Certain closed-end funds held by the trust may engage in borrowing. Borrowing
may exaggerate changes in the net asset value of a closed-end fund’s shares and in the
return on a closed-end fund’s portfolio. Borrowing will cost a closed-end fund interest
expense and other fees. The costs of borrowing may reduce a closed-end fund’s return.
Borrowing may cause a closed-end fund to liquidate positions when it may not be
advantageous to do so to satisty its obligations.

Certain closed-end funds held by the trust may engage in securities lending.
Securities lending involves the risk that the borrower may fail to return the securities
in a timely manner or at all. As a result, a closed-end fund could lose money and there
may be a delay in recovering the loaned securities. A closed-end fund could also lose
money if it does not recover the securities and/or the value of the collateral falls,
including the value of investments made with cash collateral. These events could
trigger adverse tax consequences for a closed-end fund.

Only the trustee may vote the shares of the closed-end funds held in the trust.
The trustee will vote the shares in the same general proportion as shares held by other
shareholders of each closed-end fund. The trust may be required, however, to reject any
offer for securities or other property in exchange for portfolio securities as described
under “Trust Administration —Portfolio Administration.”

EXCHANGE-TRADED FUNDS. The trust invests in shares of ETFs. ETFs
are investment pools that hold other securities. The ETFs that may be included in the
trust are generally open-end funds or unit investment trusts (“UITs”) registered under
the Investment Company Act of 1940 that issue shares that are approved for listing and
trading on a national securities exchange. Unlike typical open-end funds or UITs, ETFs
generally do not sell or redeem their individual shares at net asset value. ETFs generally
sell and redeem shares in large blocks (often known as Creation Units) however, the
sponsor does not intend to sell or redeem ETF shares in this manner. In addition,
securities exchanges list ETF shares for trading, which allows investors to purchase and
sell individual ETF shares among themselves at market prices throughout the day. The
trust will purchase and sell ETF shares on these securities exchanges. ETFs therefore
possess characteristics of traditional open-end funds and UITs, which issue redeemable
shares, and of corporate common stocks, which generally issue shares that trade at
negotiated prices on securities exchanges and are not redeemable.

ETFs can provide exposure to broad-based indices, growth and value styles, market
cap segments, sectors and industries, and specific countries or regions of the world. The
securities comprising ETFs may be common equity securities or fixed income securities.
In general, ETFs contain anywhere from fewer than 20 securities to more than 1000
securities. As a result, investors in ETFs (and investors in the trust) obtain exposure to
a much greater number of securities than an individual investor would typically be able
to obtain on their own. The performance of ETFs is generally highly correlated with the
indices or sectors which they are designed to track.

Shares of ETFs may trade at a discount or premium from their net asset value. If
shares of an ETF are sold at a discount, then the trust will receive less than their net
asset value. Alternatively, if shares of an ETF are purchased at a premium, then the
trust will pay more than their net asset value. This risk is separate and distinct from
the risk that the net asset value of ETF shares may decrease. The amount of such
discount or premium from net asset value is subject to change from time to time in
response to various factors. Shares of ETFs also trade at a premium to their net asset

B-3



value. If ETF shares are purchased at a premium, then the trust will pay more than

their net asset value which subjects the trust to the risk of the loss of this premium to

the ETF shares, corresponding decline in share price and loss of value to units of the
trust. ETFs are subject to various risks, including management’s ability to meet the ETF’s
investment objective, and to manage the ETF’s portfolio when the underlying securities
are redeemed or sold, during the periods of market turmoil and as investors’ perceptions
regarding ETFs or their underlying investment change. The trust and the ETFs have
operating expenses. You will bear not only your share of the trust’s expenses, but also the
expenses of the ETFs. By investing in the other ETFs, the trust incurs greater expenses
than you would incur if you invested directly in the ETFs.

ETFs also face index correlation risk which is the risk that the performance of an
ETF will vary from the actual performance of the ETF’s target index, known as “tracking
error.” This can happen due to transaction costs, market impact, corporate actions (such
as mergers and spin-offs) and timing variances. Some ETFs use a technique called
“representative sampling,” which means that the ETF invests in a representative sample
of securities in its target index rather than all of the index securities. This could increase
the risk of tracking error.

Only the trustee may vote the shares of the ETFs held in the trust. The trustee will
vote the shares in the same general proportion as shares held by other shareholders of
each ETF. The trust may be required, however, to reject any offer for securities or other
property in exchange for portfolio securities as described under “Trust Administration—
Portfolio Administration”.

MUNICIPAL BONDS. Each of the funds held by the trust invests in tax-
exempt municipal bonds. Municipal bonds are debt obligations issued by states or by
political subdivisions or authorities of states. Municipal bonds are typically designated
as general obligation bonds, which are general obligations of a governmental entity
that are backed by the taxing power of such entity, or revenue bonds, which are
payable from the income of a specific project or authority and are not supported
by the issuer’s power to levy taxes. Municipal bonds are long-term fixed rate debt
obligations that generally decline in value with increases in interest rates, when an
issuer’s financial condition worsens or when the rating on a bond is decreased. Many
municipal bonds may be called or redeemed prior to their stated maturity, an event
which is more likely to occur when interest rates fall. In such an occurrence, a fund
may not be able to reinvest the money it receives in other bonds that have as high a
yield or as long a maturity.

Many municipal bonds are subject to continuing requirements as to the actual
use of the bond proceeds or manner of operation of the project financed from bond
proceeds that may affect the exemption of interest on such bonds from federal income
taxation. The market for municipal bonds is generally less liquid than for other
securities and therefore the price of municipal bonds may be more volatile and subject
to greater price fluctuations than securities with greater liquidity.

In addition, an issuer’s ability to make income distributions generally depends on
several factors including the financial condition of the issuer and general economic
conditions. Any of these factors may negatively impact the price of municipal
bonds held by a fund and would therefore impact the price of both the fund shares
and the trust units. The funds invest primarily in municipal bonds that pay interest
that is exempt from regular federal income tax. Income from these bonds may be
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subject to the federal alternative minimum tax on individuals, and may have other

tax consequences (e.g., it may affect the amount of your social security benefits that
are taxed). Among other things, inflation, interest rate changes, related regulatory
consequences to corporate debt issuers, international unrest, the enactment of tariffs
and other trade barriers, natural disasters, federal regulatory restrictions on U.S.
corporate issuer investments in China and the spread of infectious disease and other
public health crises, may adversely impact state and political subdivisions’ ability to
make payments on debt obligations when due and may negatively impact the value of
bonds issued by such state and political subdivisions.

CALIFORNIA RISK. Because the trust invests in funds that invest primarily
in California municipal securities, the trust is more susceptible to political, economic,
regulatory or other factors affecting California municipal entities than an investment
which does not limit its investments to such issuers. The financial condition of the State
of California is affected by various national, economic, social and environmental policies
and conditions. Additionally, constitutional and statutory limitations imposed on the State
and its local governments concerning taxes, bond indebtedness and other matters may
constrain the revenue-generating capacity of the State and its local governments and,
therefore, the ability of the issuers of the bonds to satisfy their obligations.

The economic vitality of California and its various regions and, therefore, the ability
of the State and its local governments to satisfy the bonds, are affected by numerous
factors, such as natural disasters, weakness in the technology sector and fluctuations in
the energy supply. In addition, California’s population increase has resulted in traffic
congestion, school overcrowding and high housing costs which have caused an increased
demand for government services and which may impede future economic growth.

All outstanding general obligation bonds of the State are rated “AA-" by Standard
and Poor’s and “Aa2” by Moody’s as of the date of this prospectus. Further information
concerning California risk factors may be obtained upon request to the sponsor as
described in “Other Matters — Additional Information.”

FIXED INCOME SECURITIES. The funds held by the trust invest in fixed
income securities and similar securities. Fixed income securities involve certain unique
risks such as credit risk and interest rate risk, among other things as described in
greater detail below.

CREDIT RISK. Credit risk is the risk that a borrower is unable to meet its
obligation to pay principal or interest on a security. This could cause the value of your
units to fall and may reduce the level of dividends a fund pays which would reduce
your income. Among other things, inflation, interest rate changes, related regulatory
consequences to corporate debt issuers, international unrest, the enactment of tariffs
and other trade barriers, natural disasters, federal regulatory restrictions on U.S.
corporate issuer investments in China and the spread of infectious disease and other
public health crises, may adversely impact the ability of borrowers to make principal or
interest payments on securities, when due.

INTEREST RATE RISK. Interest rate risk is the risk that the value of fixed
income securities and similar securities will fall if interest rates increase. Bonds and
other fixed income securities typically fall in value when interest rates rise and rise in
value when interest rates fall. Securities with longer periods before maturity are often
more sensitive to interest rate changes.
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BOND QUALITY RISK. Bond quality risk is the risk that a bond will fall in
value if a rating agency decreases or withdraws the bond’s rating.

CALL/PREPAYMENT RISK. Certain funds held by the trust may invest in
securities that include call provisions which may expose the trust or funds to call
risk. Call risk is the risk that the issuer prepays or “calls” a security before its stated
maturity. An issuer might call a security if interest rates, in general fall and the
security pays a higher interest rate or if it no longer needs the money for the original
purpose. If an issuer calls a security, the investors holding such security will receive
principal but future interest distributions will fall. Investors might not be able to
reinvest this principal at as high a yield. A security’s call price could be less than
the price paid for the security and could be below the security’s par value. Certain
securities may also be subject to extraordinary optional or mandatory redemptions
if certain events occur, such as certain changes in tax laws, the substantial damage
or destruction by fire or other casualty of the project for which the proceeds of the
securities were used, and various other events.

EXTENSION RISK. When interest rates rise, among other factors, issuers of a
security may pay off obligations more slowly than expected causing the value of such
obligations to fall.

MARKET DISCOUNT. Certain funds held by the trust may invest in bonds
whose current market values were below the principal value on the purchase date. A
primary reason for the market value of such bonds being less than the principal value
is that the interest rate of such bonds is at a lower rate than the current market interest
rates for comparable bonds. Bonds selling at market discounts tend to increase in
market value as they approach maturity.

PREMIUM BONDS. Certain funds held by the trust may invest in bonds
whose current market values were above the principal value on the purchase date.
A primary reason for the market value of such bonds being higher than the principal
value is that the interest rate of such bonds is at a higher rate than the current market
interest rates for comparable bonds. The current returns of bonds trading at a market
premium are initially higher than the current returns of comparable bonds issued at
currently prevailing interest rates because premium bonds tend to decrease in market
value as they approach maturity when the principal value becomes payable. Because
part of the purchase price is effectively returned not at maturity but through current
income payments, early redemption of a premium bond at par or any other amount
below the purchase price will result in a reduction in yield. Redemption pursuant to
call provisions generally will, and redemption pursuant to sinking fund provisions may
occur at times when the bonds have a market value that represents a premium over par
or, for original issue discount securities, a premium over the accreted value.

HIGH YIELD OR “JUNK” SECURITIES. Certain funds held by the
trust may invest in high yield securities or unrated securities. High yield, high risk
securities are subject to greater market fluctuations and risk of loss than securities
with higher investment ratings. The value of these securities will decline significantly
with increases in interest rates, not only because increases in rates generally decrease
values, but also because increased rates may indicate an economic slowdown. An
economic slowdown, or a reduction in an issuer’s creditworthiness, may result in the
issuer being unable to maintain earnings at a level sufficient to maintain interest and
principal payments. High yield or “junk” securities, the generic names for securities
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rated below “BBB” by Standard & Poor’s or “Baa” by Moody’s, are frequently issued
by corporations in the growth stage of their development or by established companies
who are highly leveraged or whose operations or industries are depressed. Securities
rated below BBB or Baa are considered speculative as these ratings indicate a quality
of less than investment grade. Because high yield securities are generally subordinated
obligations and are perceived by investors to be riskier than higher rated securities,
their prices tend to fluctuate more than higher rated securities and are affected

by short-term credit developments to a greater degree. The market for high yield
securities is smaller and less liquid than that for investment grade securities. High
yield securities are generally not listed on a national securities exchange but trade

in the over-the-counter markets. Due to the smaller, less liquid market for high yield
securities, the bid-offer spread on such securities is generally greater than it is for
investment grade securities and the purchase or sale of such securities may take longer
to complete.

TAX RISK. Because the investment objective of the trust is to provide income
which is generally exempt from regular federal and California personal income tax,
the attractiveness of investing in funds investing in municipal securities in relation
to other investment alternatives may be affected by changes in federal and California
income tax laws and regulations. The provisions of the Internal Revenue Code may be
changed at any time. Any proposed or actual changes in the exempt status of municipal
securities, therefore, can significantly affect the demand for and supply, liquidity and
marketability of municipal securities and the funds’ investments in municipal securities.
This could in turn affect the value of units of the trust. There can be no assurance as to
the portion of the trust’s distributions that will be tax-exempt. Tax-exempt income may
in any case be subject to state or local income taxes and/or the alternative minimum tax
on individuals, and may have other tax consequences (e.g., it may affect the amount of
your social security benefits that are taxed).

A trust that is treated as a regulated investment company for tax purposes may
report any portion of a dividend (other than a capital gain dividend) as an “exempt-
interest dividend”, if at least half of the trust’s assets consist of tax exempt state
and local bonds. In the case of a “qualified fund of funds”, the regulated investment
company may pay exempt-interest dividends without regard to the requirement that at
least 50% of the value of its total assets consist of tax-exempt state and local bonds.
For this purpose, a qualified fund of funds means a regulated investment company
where at least 50% of the value of the total assets (at the close of each quarter of the
taxable year) is represented by interests in funds treated as “regulated investment
companies” for tax purposes. Unitholders treat an exempt-interest dividend as an
item of tax-exempt interest. The trust intends to qualify as a qualified fund of funds,
as described above. If the trust is a qualified fund of funds, some or all of a dividend
paid by the trust may be treated as an exempt-interest dividend. If the trust fails to
maintain its status as a qualified fund of funds by not having at least 50% of the value
of its total assets represented by interests in other regulated investment companies
as of a quarter end, then the trust will be unable to report a portion of dividends as
an exempt-interest dividend and the trust will be unable to achieve its objective and
satisfy the fundamental policies of the trust described under “Investment Summary —
Principal Investment Strategy”.

B-7



ALTERNATIVE MINIMUM TAX RISK. While certain distributions from the
trust are generally exempt from federal and California personal income taxes, a portion of
such distributions may be taken into account in computing the alternative minimum tax
on individuals. Exempt-interest dividends may affect the corporate alternative minimum
tax for certain corporations that are considered “applicable corporations” as defined under
the Internal Revenue Code.

LIQUIDITY RISK. Liquidity risk is the risk that the value of a security will
fall if trading in the security is limited or absent. No one can guarantee that a liquid
trading market will exist for any security.

LEGISLATION/LITIGATION. From time to time, various legislative initiatives
are proposed in the United States and abroad which may have a negative impact on
certain of the securities held by the trust or the underlying funds held by the trust. In
addition, litigation regarding any of the issuers of the securities or of the industries
represented by these issuers may negatively impact the share prices of these securities.
No one can predict what impact any pending or threatened litigation will have on the
share prices of the securities.

SELECTION RISK. Selection risk is the risk that the securities selected for
inclusion in the trust or by a fund’s management will underperform the markets,
relevant indices or the securities selected by other funds with similar investment
objectives and investment strategies. This means you may lose money or earn less than
other comparable investments.

UNMANAGED PORTFOLIO. The trust is a unit investment trust and is not
an actively managed fund. Unlike a managed investment company in which there may
be frequent changes in the portfolio of securities based upon economic, financial and
market analyses, the trust’s portfolio will remain relatively fixed and is not subject to
such frequent changes based upon continuous analysis. The trust will generally sell
securities: to pay expenses, in limited circumstances to protect the trust, to take actions
in response to corporation actions and other events impacting the portfolio securities,
to make required distributions or avoid imposition of taxes on the trust or as permitted
by the trust agreement. Since the trust will not sell securities in response to ordinary
market fluctuations, the amount realized upon the sale of portfolio securities may not
be the highest price attained by an individual security during the life of the trust.

NO FDIC GUARANTEE. An investment in the trust is not a deposit of any
bank and is not insured or guaranteed by the Federal Deposit Insurance Corporation or
any other government agency.

PUBLIC OFFERING

OFFERING PRICE. Units of the trust are offered at the public offering
price. The public offering price per unit is equal to the net asset value per unit plus
organization costs plus the applicable sales charge described in this prospectus. The
“net asset value per unit” is the value of the securities, cash and other assets in the
trust reduced by the liabilities of the trust divided by the total units outstanding.
The public offering price of units is sometimes referred to as the “offer price” or
“purchase price.” Unit prices are available at www.smarttrustuit.com or through your
financial professional.
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The offer price will be effective for all orders received prior to the close of
regular trading on the New York Stock Exchange (normally 4:00 p.m. Eastern time),
provided that on the first day units are sold the unit price will be computed as of the
time the registration statement filed with the Securities and Exchange Commission
becomes effective, if later. If the sponsor receives your order prior to the close of
regular trading on the New York Stock Exchange, or authorized financial professionals
receive your order prior to that time, then in most instances you will receive the
price computed on the date of receipt. If the sponsor receives your order after the
close of regular trading on the New York Stock Exchange, or if authorized financial
professionals receive your order after that time, then in most instances you will
receive the price computed on the date of the next determined offer price provided that
your order is received in a timely manner on that date. It is the responsibility of the
authorized financial professional to transmit the orders that they receive to the sponsor
in a timely manner. Certain broker-dealers may charge a transaction or other fee for
processing unit purchase orders.

The minimum purchase is generally 100 units for individual purchasers and for
purchases by certain custodial accounts or Individual Retirement Accounts, self-
employed retirement plans, pension funds and other tax-deferred retirement plans. The
minimum purchase requirements are subject to waiver and may vary by selling firm.

VALUE OF SECURITIES. The trustee determines the value of the securities
as of the close of regular trading on the New York Stock Exchange on each day that
exchange is open. The trustee generally determines the value of securities using the
closing sale price for securities traded on a national or foreign securities exchange. In
some cases the trustee will price a security based on the last asked or bid price in the
over-the-counter market or by using other recognized pricing methods. The trustee will
only do this if a security is not principally traded on a national or foreign securities
exchange or if current market quotes are unavailable or inappropriate.

The trustee determined the initial prices of the securities shown under “Portfolio
of Investments” as described above at the close of regular trading on the New York
Stock Exchange on the business day before the date of this prospectus. On the first
day units are sold, the trustee will value the securities as of the close of regular trading
on the New York Stock Exchange or the time the registration statement filed with the
Securities and Exchange Commission becomes effective, if later.

ORGANIZATION COSTS. During the initial offering period, part of the
value of the securities represents an amount that will pay the costs of creating the
trust. These costs include the costs of preparing the registration statement and legal
documents, federal and state registration fees, the portfolio consultant’s security
selection fee (if applicable), any one-time license fee (if applicable), the initial fees and
expenses of the trustee and the initial audit. The trust will sell securities to reimburse
the sponsor for these costs at the end of the initial offering period or after six months,
if earlier. The value of the units will decline when the trust pays these costs.

SALES CHARGE. You pay a fee in connection with purchasing units. This
is referred to as the “transactional sales charge.” The transactional sales charge has
both an initial and a deferred component and equals 2.25% of the public offering price
per unit based on a $10 public offering price per unit. This percentage amount of the
transactional sales charge is based on the unit price on the initial date of deposit. The
transactional sales charge equals the difference between the total sales charge and the
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creation and development fee. As a result, the percentage and dollar amount of the
transactional sales charge will vary as the public offering price per unit varies. The
transactional sales charge does not include the creation and development fee which is
described in more detail under “Trust Expenses and Charges.”

The maximum total sales charge equals 2.75% of the public offering price per
unit at the time of purchase. You pay the initial sales charge, if any, at the time you
buy units. The initial sales charge is the difference between the total sales charge
percentage (maximum of 2.75% of the public offering price per unit) and the sum of
the remaining fixed dollar deferred sales charge and the total fixed dollar creation and
development fee. The initial sales charge will be approximately 0.00% of the public
offering price per unit on a $10 public offering price per unit. If the public offering
price per unit exceeds $10, you will be charged an initial sales charge equal to the
difference between the maximum sales charge percentage (maximum of 2.75% of the
public offering price per unit) and the sum of the remaining fixed dollar deferred sales
charge and total fixed dollar creation and development fee. The deferred sales charge
is fixed at $0.225 per unit. The trust pays the deferred sales charge in equal monthly
installments as described in the “Fee Table.” If you redeem or sell units prior to
collection of the total deferred sales charge, you will pay any remaining deferred sales
charge upon redemption or sale of units. The creation and development fee is fixed
at $0.05 per unit and is paid at the end of the initial offering period. If you redeem or
sell units prior to the end of the initial offering period, you will not pay the remaining
creation and development fee. Because the deferred sales charge and creation and
development fee are fixed dollar amounts per unit, the actual charges will exceed
the percentages shown in the “Fee Table” if the public offering price per unit falls
below $10 and will be less than the percentages shown in the “Fee Table” if the public
offering price per unit exceeds $10. In no event will the total sales charge exceed
2.75% of the public offering price per unit.

Since the deferred sales charge and creation and development fee are fixed dollar
amounts per unit, the trust must charge these amounts per unit regardless of any decrease
in net asset value. However, if the public offering price per unit falls to the extent that the
maximum sales charge percentage results in a dollar amount that is less than the combined
fixed dollar amounts of the deferred sales charge and creation and development fee,
your initial sales charge will be a credit equal to the amount by which these fixed dollar
charges exceed the sales charge at the time you buy units. In such a situation, the value
of securities per unit would exceed the public offering price per unit by the amount of
the initial sales charge credit and the value of those securities will fluctuate, which could
result in a benefit or detriment to unitholders that purchase units at that price. The initial
sales charge credit is paid by the sponsor and is not paid by the trust. The “Fee Table”
shows the sales charge calculation at a $10 public offering price per unit and the following
examples illustrate the sales charge at prices below and above $10. If the public offering
price per unit fell to $9, the maximum sales charge would be $0.2475 (2.75% of the public
offering price per unit), which consists of an initial sales charge of -$0.0275, a deferred
sales charge of $0.225 and a creation and development fee of $0.05. If the public offering
price per unit rose to $11, the maximum sales charge would be $0.3025 (2.75% of the
public offering price per unit), consisting of an initial sales charge of $0.0275, a deferred
sales charge of $0.225 and a creation and development fee of $0.05. The actual sales
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charge that may be paid by an investor may differ slightly from the sales charges shown
herein due to rounding that occurs in the calculation of the public offering price and in the
number of units purchased.

If you purchase units after the last deferred sales charge payment has been
assessed, the secondary market sales charge is equal to 2.75% of the public offering
price and does not include deferred payments.

DISCOUNTS. There are a variety of ways for you to reduce the sales charge
you pay. It is your financial professional’s responsibility to alert the sponsor of any
sales charge discount when you order units. Except as expressly provided herein,
you may not combine discounts. Since the deferred sales charge and the creation and
development fee are fixed dollar amounts per unit, the trust must charge these fees
per unit regardless of any discounts. However, if you are eligible to receive a discount
such that your total sales charge is less than the fixed dollar amounts of the deferred
sales charge and the creation and development fee, the sponsor will credit you the
difference between your total sales charge and these fixed dollar fees at the time you
buy units.

Employee Discount. A portion of the sales charge is waived for purchases by
officers, directors and employees (and immediate family members) of the sponsor and its
affiliates and dealers and their affiliates, other than Morgan Stanley, whose discounts are
described below. Immediate family members include spouses, children or step-children
under 21 living in the same household, parents or step-parents, and trustees, custodians
or fiduciaries for the benefit of such persons. These purchases may be made at the public
offering price per unit less the applicable dealer concession. These discounts apply
during the initial offering period and in the secondary market. All employee discounts are
subject to the policies of the related selling firm. Only officers, directors and employees
of companies that allow their employees to participate in this employee discount program
are eligible for the discounts.

A portion of the sales charge is also waived for purchases by employees (including
employee-related accounts according to Morgan Stanley’s account linking rules) of
Morgan Stanley and its affiliates who purchase units through a Morgan Stanley Wealth
Management brokerage account. These purchases may be made at the public offering
price per unit less the applicable dealer concession. These discounts apply during the
initial offering period and in the secondary market. This employee discount is subject to
the policies of Morgan Stanley.

Fee Accounts. Investors may purchase units through registered investment
advisers, certified financial planners or registered broker-dealers who in each case
either charge investor accounts (“Fee Accounts”) periodic fees for brokerage services,
financial planning, investment advisory or asset management services, or provide such
services in connection with an investment account for which a comprehensive “wrap
fee” charge (“Wrap Fee”) is imposed. You should consult your financial advisor to
determine whether you can benefit from these accounts. To purchase units in these Fee
Accounts, your financial advisor must purchase units designated with one of the Fee
Based CUSIP Numbers set forth under “Essential Information,” if available. Please
contact your financial advisor for more information. If units of the trust are purchased
for a Fee Account and the units are subject to a Wrap Fee in such Fee Account (i.e.,
the trust is “Wrap Fee Eligible”) then investors may be eligible to purchase units of
the trust in these Fee Accounts that are not subject to the transactional sales charge
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but will be subject to the creation and development fee that is retained by the sponsor.
For example, this table illustrates the sales charge you will pay as a percentage of the
initial $10 public offering price per unit (the percentage will vary with the unit price).

Initial salescharge . ........... ... ... ... ... ... 0.00%
Deferred sales charge ............. .. ... ... ... ... .. _0.00%
Transactional sales charge .. ...................... - 0.00%
Creation and developmentfee ...................... E%
Total sales charge ................. ... .......... ~0.50%

This discount applies only during the initial offering period. Certain Fee Account
investors may be assessed transaction or other fees on the purchase and/or redemption
of units by their broker-dealer or other processing organizations for providing certain
transaction or account activities. The sponsor reserves the right to limit or deny purchases
of units in Fee Accounts by investors or selling firms whose frequent trading activity is
determined to be detrimental to the trust.

Certain Self-Directed Brokerage Platforms. Purchases of units through E¥TRADE
and/or any other Morgan Stanley self-directed brokerage platform will be executed at the
public offering price less the portion of the transactional sales charge that would be paid
to distribution firms. Such purchases are subject to the creation and development fee that
is retained by the sponsor. This discount applies during the initial offering period and in
the secondary market.

DISTRIBUTION OF UNITS. Units will be distributed to the public at the
public offering price by the sponsor and through broker-dealers and other selling firms.
The sponsor generally qualifies units for sale in various states in the United States. The
sponsor does not register units for sale in any foreign country. This prospectus does
not constitute an offer of units in any state or country where units cannot be offered or
sold lawfully. The sponsor may reject any order for units in whole or in part.

The sponsor compensates broker-dealers and other selling firms when they sell
units. This compensation includes the broker-dealer concessions or agency commissions
described in the table below and other compensation described in this section. Any sales
charge discount is borne by the broker-dealer or selling firm out of the dealer concession
unless provided otherwise below. The broker-dealer concession or agency commission
for initial offering period transactions is 2.00% of the public offering price per unit.

No dealer concession is paid to broker-dealers or other selling firms in connection
with unit sales in Fee Accounts subject to a Wrap Fee that are eligible to receive the
“Fee Account” sales charge discount described in this prospectus. The broker-dealer
concession or agency commission for secondary market sales is 2.00% of the public
offering price per unit, provided however that any sales charge discount is borne by the
broker-dealer or selling firm out of the dealer concession for transactions in the secondary
market. The sponsor reserves the right to change the amount of concessions or agency
commissions from time to time.

In addition to the concessions set forth above, broker-dealers and other selling firms
will be eligible to receive additional compensation for volume sales of eligible units of
certain Hennion & Walsh-sponsored unit investment trusts.
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The additional concession in a calendar month is based on total initial offering period
sales of eligible trusts during the 12-month period through the end of the preceding
calendar month as set forth in the following table:

Initial Offering Period Sales Volume

In Preceding 12 Months Concession
$25,000,000 but less than $100,000,000 . ................ 0.035%
$100,000,000 but less than $150,000,000 . ............... 0.050
$150,000,000 but less than $250,000,000 . ............... 0.075
$250,000,000 but less than $1,000,000,000 .............. 0.100
$1,000,000,000 but less than $5,000,000,000 . ............ 0.125
$5,000,000,000 but less than $7,500,000,000 . ............ 0.150
$7,500,000,000 or greater ... ..........iieeiiiiiaa 0.175

This volume concession will be paid on units of eligible Hennion & Walsh-
sponsored trusts sold in the initial offering period. For a trust to be eligible for this
additional volume concession, your trust’s prospectus must include disclosure related to
this additional concession; a trust is not eligible for this additional volume concession
if the prospectus for such trust does not include disclosure related to this additional
volume concession. There will be no additional volume concessions on the sale of
units which are not subject to a transactional sales charge. However, such sales will be
included in determining whether a firm has met the sales level breakpoints for volume
concessions, subject to the policies and instructions of the related selling firm. Eligible
broker dealers and other selling firms include clearing firms that place orders with the
sponsor and provide the sponsor with information with respect to the representatives
who initiated such transactions. Eligible broker-dealers and other selling firms will not
include firms that solely provide clearing services to other broker-dealer firms or firms
who place orders through clearing firms that are eligible dealers. Redemptions of units
during the initial offering period will reduce the amount of units used to calculate the
additional volume concessions. Secondary market sales of all units are excluded for
purposes of these additional volume concessions. The sponsor will pay these amounts
out of its own assets within a reasonable time following each calendar quarter.

Some broker-dealers and other selling firms may limit the compensation they or
their representatives receive in connection with unit sales. As a result, certain broker-
dealers and other selling firms may waive or refuse payment of all or a portion of the
regular concession or agency commission and/or volume concession described above
and instruct the sponsor to retain such amounts rather than pay or allow the amounts to
such firm.

The sponsor may provide, at its own expense and out of its own profits, additional
compensation and benefits to broker-dealers and selling firms that sell units of the
trust and the sponsor’s other products. This compensation is intended to result in
additional sales of the sponsor’s products and/or compensate broker-dealers, selling
firms and financial advisors for past sales. A number of factors are considered in
determining whether to pay these additional amounts. Such factors may include, but
are not limited to, the level or type of services provided by the intermediary, the level
or expected level of sales of our products by the intermediary or its agents, the placing
of the sponsor’s products on a preferred or recommended product list and access to
an intermediary’s personnel. The sponsor may make these payments for marketing,
promotional or related expenses, including, but not limited to, expenses of entertaining
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retail customers and financial advisors, advertising, sponsorship of events or seminars,
obtaining information about the breakdown of unit sales among an intermediary’s
representatives or offices, obtaining shelf space in intermediary firms and similar
activities designed to promote the sale of the sponsor’s products. The sponsor may
make such payments to a substantial majority of intermediaries that sell its products.
The sponsor may also make certain payments to, or on behalf of, intermediaries

to defray a portion of their costs incurred for the purpose of facilitating unit sales,
such as the costs of developing or purchasing trading systems to process unit trades.
Payments of such additional compensation described in this paragraph and the volume
concessions described above, some of which may be characterized as “revenue
sharing,” may create an incentive for financial intermediaries and their agents to sell
or recommend the sponsor’s products, including the trust, over other products. These
arrangements will not change the price you pay for your units.

The sponsor may gain or lose money when it holds units in the primary or
secondary market due to fluctuations in unit prices. The gain or loss is equal to the
difference between the price the sponsor pays for units and the price at which it sells
or redeems them. The sponsor may also gain or lose money when it deposits securities
to create units. The amount of the sponsor’s profit or loss on the initial deposit of
securities into the trust is shown in the “Notes to Portfolio of Investments.” The trustee
may utilize the services of the sponsor for the purchase or sale of all or a portion of the
portfolio securities in the trust and the sponsor may receive brokerage commissions
from the trust in connection with these transaction in accordance with applicable law.

REDEMPTION AND SALE OF UNITS

You may sell or redeem units on any business day the New York Stock Exchange
is open through your financial professional or the trustee. The sale and redemption
price of units is equal to the net asset value per unit, provided that you will not pay
any remaining creation and fee and organization costs if you sell or redeem units
during the initial offering period. The sale and redemption price is sometimes referred
to as the “liquidation price.” You may pay any remaining deferred sales charge when
you sell or redeem units. Certain broker-dealers may charge a transaction or other fee
for processing unit redemptions.

SALES OF UNITS. The sponsor intends to repurchase units from unitholders
throughout the life of the trust at the current net asset value of the units, provided that
you will not pay any remaining creation and fee and organization costs if you sell
units during the initial offering period. The sponsor may resell repurchased units to
other investors at the public offering price or redeem them for the redemption price.
The sponsor’s secondary market repurchase price is the same as the redemption price.
Certain broker-dealers might also maintain a secondary market in units. You should
contact your financial professional for current repurchase prices to determine the best
price available. The sponsor is not obligated to maintain a market and may stop doing
so without prior notice for any reason. If a market is not maintained, you will be able
to redeem units with the trustee at the same price as the sponsor’s repurchase price.
If you sell units prior to the collection of the entire deferred sales charge, you will be
assessed the amount of the remaining deferred sales charge at the time of sale.
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REDEMPTION OF UNITS. You may also redeem units directly with the
trustee on any day the New York Stock Exchange is open. The redemption price
that you will receive for units is equal to the net asset value per unit, provided that
you will not pay any remaining creation and development fee or organization costs
if you redeem units during the initial offering period. You will pay any remaining
deferred sales charge at the time you redeem units. You will receive the net asset
value for a particular day if the trustee receives your completed redemption request
prior to the close of regular trading on the New York Stock Exchange. Redemption
requests received by authorized financial professionals prior to the close of regular
trading on the New York Stock Exchange are priced based on the date of receipt
in most instances. Redemption requests received by the trustee after the close of
regular trading on the New York Stock Exchange, or redemption requests received by
authorized financial professionals after that time, are priced based on the date of the
next determined redemption price provided they are received in a timely manner by
the trustee on such date. It is the responsibility of authorized financial professionals to
transmit redemption requests received by them to the trustee so they will be received
in a timely manner. If your request is not received in a timely manner or is incomplete
in any way, you will receive the next net asset value computed after the trustee
receives your completed request.

If you redeem units, the trustee will generally send you a payment for units no
later than seven days after it receives all necessary documentation (this will usually
only take one business day). The only time the trustee can delay your payment is
if the New York Stock Exchange is closed (other than weekends or holidays), the
Securities and Exchange Commission determines that trading on that exchange is
restricted or an emergency exists making sale or evaluation of the securities not
reasonably practicable, and for any other period that the Securities and Exchange
Commission permits.

You can request an in-kind distribution of the securities underlying units if you
tender at least 2,500 units for redemption (or such other amount as required by your
financial professional’s firm). This option is generally available only for securities
traded and held in the United States. The trustee will make any in-kind distribution of
securities by distributing applicable securities in book entry form to the account of
your financial professional at The Depository Trust Company. You will receive whole
shares of the applicable securities and cash equal to any fractional shares or securities
not distributed in-kind. You may not request this option in the last 30 days of the
trust’s life. This option may be discontinued upon 60 days notice.

DISTRIBUTIONS

The trust generally pays distributions of its net investment income along with
any excess capital on each distribution date to unitholders of record as of the
preceding record date. The record and distribution dates are shown in the “Essential
Information.” An investor becomes a unitholder of record on the settlement date of
the unit purchase (generally one business day following the purchase date). You may
elect to either reinvest your distribution proceeds in additional units of the trust (as
described below) or receive distributions in cash. In some cases, the trust might pay a
special distribution if it holds an excessive amount of cash pending distribution. For
example, this could happen as a result of a merger or similar transaction involving
a company whose stock is in the trust portfolio. In addition, the trust will generally
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make required distributions or distributions to avoid the imposition of tax at the end
of each year because it is structured as a “regulated investment company” for federal
tax purposes.

The issuers in the trust’s portfolio make dividend payments at various times
during the year. When the trust receives dividends from issuers, the trustee credits
the dividends to the trust’s accounts. Because the trust does not necessarily receive
dividends or income payments from the issuers at a constant rate throughout the year,
the trust’s income distributions to unitholders will fluctuate. The amount of your
distributions will also vary from time to time as companies change their dividends,
securities are liquidated from the portfolio or trust expenses change.

Distributions may be reinvested into additional units of the trust by participating
in the trust’s reinvestment option. In order to participate in the reinvestment option,
investors should purchase units with a “Reinvestment” CUSIP number set forth in the
“Essential Information.” You may also make or change your reinvestment election by
contacting your financial professional or the trustee at least 10 days before the next
applicable record date. This reinvestment option may be subject to availability or
limitation by the broker-dealer or selling firm. In certain circumstances, broker-dealers
may suspend or terminate the offering of a reinvestment option at any time. Once you
have elected to participate in the reinvestment option, each distribution of income
or principal on the participant’s units will be automatically applied by the trustee to
purchase additional units of the trust. The sponsor reserves the right to modify or
terminate the reinvestment plan at any time without prior notice. Distributions on units
may be reinvested by participating in the trust’s reinvestment plan. Units acquired by
reinvestment are not subject to a sales charge as described in “Public Offering.”

TRUST ADMINISTRATION

PORTFOLIO ADMINISTRATION. The trust is a unit investment trust and
is not an actively managed fund. Unlike a managed fund, the trust’s portfolio will
remain relatively fixed. The trust will generally sell securities: to pay expenses, to issue
additional units or redeem units, in limited circumstances to protect the trust, to take
actions in response to corporation actions and other events impacting the portfolio
securities, to make required distributions or avoid imposition of taxes on the trust or as
permitted by the trust agreement.

When the trust sells securities, the composition and diversification of the securities
in the portfolio may be altered. If a public tender offer has been made for a security or
a merger, acquisition or similar transaction has been announced affecting a security, the
sponsor may direct the trustee to sell the security or accept a tender offer if the supervisor
determines that the action is in the best interest of unitholders. The trustee will distribute
any cash proceeds to unitholders unless it is used to pay expenses or unit redemptions.
If an offer by the issuer of any of the portfolio securities or any other party is made to
issue new securities, or to exchange securities, for portfolio securities, the trustee will,
at the direction of the sponsor, vote for or against, or accept or reject, any offer for new
or exchanged securities or property in exchange for a portfolio security. If any such
issuance, exchange or substitution occurs (regardless of any action or rejection by the
trust), any securities and/or property received will be deposited into the trust and will
be promptly sold by the trustee pursuant to the sponsor’s direction, unless the sponsor
advises the trustee to keep such securities or property. In determining whether to dispose
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of or hold portfolio securities, new securities or property, the sponsor may be advised
by the trust’s portfolio supervisor. If any contract for the purchase of securities fails,

the sponsor will refund the cash and sales charge attributable to the failed contract to
unitholders on or before the next distribution date unless substantially all of the moneys
held to cover the purchase are reinvested in substitute securities in accordance with

the trust agreement. The sponsor may direct the reinvestment of security sale proceeds
if the sale is the direct result of serious adverse credit factors which, in the opinion of
the sponsor, would make retention of the securities detrimental to such trusts. In such a
case, the sponsor may, but is not obligated to, direct the reinvestment of sale proceeds in
any other securities that meet the criteria for inclusion in the trust on the initial date of
deposit. The sponsor may also instruct the trustee to take action necessary to ensure that
the portfolio continues to satisty the qualifications of a regulated investment company for
tax purposes.

The size of the trust will increase as units are sold and the trust will acquire
additional portfolio securities. When additional units are created, the existing portfolio
will be replicated to the extent practicable. When the trust buys securities, it may
pay brokerage or other acquisition fees. You could experience a dilution of your
investment because of these fees and fluctuations in security prices between the time
units are created and the time the trust buys the securities. When the trust buys or sells
securities, it may place orders with and pay brokerage commissions to certain directed
brokers that sell units or are affiliated with the trust or the trustee.

REPORTS. The trustee or your financial professional will make available to you
a statement showing income and other receipts of the trust for each distribution. Each
year the trustee will also provide an annual report on the trust’s activity and certain tax
information accessible through the sponsor’s website at https://www.smarttrust.com and
retrievable by CUSIP. You may also request a copy of the annual report to be sent to you
by calling the sponsor at (800)-428-8890. You can request copies of security evaluations
to enable you to complete your tax forms and audited financial statements for the trust, if
available.

AMENDING THE TRUST AGREEMENT. The sponsor and the trustee can
change the trust agreement without your consent to correct any provision that may be
defective or to make other provisions that will not materially adversely affect your
interest (as determined by the sponsor and the trustee). The sponsor and trustee
cannot change the trust agreement to reduce your interest in the trust without your
consent. Investors owning two-thirds of the units in the trust may vote to change the
trust agreement.

TRUST TERMINATION. The trust will terminate on the mandatory termination
date set forth under “Essential Information.” The trustee may terminate the trust early
if the value of the trust is less than 40% of the original value of the securities in the
trust at the time of deposit. At this size, the expenses of the trust may create an undue
burden on your investment. Investors owning 100% of the units in the trust may also
vote to terminate the trust early. The trustee will liquidate the trust in the event that
a sufficient number of units not yet sold to the public are tendered for redemption so
that the net worth of the trust would be reduced to less than 40% of the value of the
securities at the time they were deposited in the trust. If this happens, the sponsor and
your financial professional will refund any sales charge that you paid.



The trustee will notify you of any termination and sell any remaining securities.
The trustee will send your final distribution to you within a reasonable time following
liquidation of all the securities after deducting final expenses. Your termination
distribution may be less than the price you originally paid for your units. When the
trust terminates, you may be able to roll your investment into a subsequent series of
the trust as described under “Rollover” below.

ROLLOVER. The sponsor may offer a subsequent series of the trust when the
trust offered in this prospectus terminates. In this case, when the trust terminates you
will have the option to (1) participate in a rollover and have your units reinvested into
a subsequent trust series through a rollover as described in this section, if available, or
(2) receive a cash distribution as described above under “Trust Termination.”

If you elect to participate in a rollover, your units will be redeemed on the
trust’s termination date. As the redemption proceeds become available, the proceeds
(including dividends) will be invested in a new trust series, if available, at the
applicable public offering price for the new trust. The trustee will attempt to sell
securities to satisfy the redemption as quickly as practicable on the termination date.
The sponsor does not anticipate that the sale period will be longer than one day,
however, certain factors could affect the ability to sell the securities and could impact
the length of the sale period. The liquidity of any security depends on the daily trading
volume of the security and the amount available for redemption and reinvestment on
any day.

The sponsor intends to make subsequent trust series available for sale at various
times during the year. Of course, the sponsor cannot guarantee that a subsequent trust
or sufficient units will be available or that any subsequent trusts will offer the same
investment strategies or objectives as the current trust. The sponsor cannot guarantee
that a rollover will avoid any negative market price consequences resulting from
trading large volumes of securities. Market price trends may make it advantageous
to sell or buy securities more quickly or more slowly than permitted by the trust’s
procedures. The sponsor may, in its sole discretion, modify a rollover or stop creating
units of a trust at any time regardless of whether all proceeds of unitholders have been
reinvested in a rollover. The sponsor may decide not to offer the rollover option upon
60 days notice. Cash which has not been reinvested in a rollover will be distributed to
unitholders shortly after the termination date. Rollover participants may receive taxable
dividends or realize taxable capital gains which are reinvested in connection with
a rollover but may not be entitled to a deduction for capital losses due to the “wash
sale” tax rules. Due to the reinvestment in a subsequent trust, no cash will be
distributed to pay any taxes. See “Tax Status.”

THE SPONSOR. The sponsor is Hennion & Walsh, Inc., a New Jersey
corporation. The sponsor is a full service broker-dealer, registered under the Securities
Exchange Act of 1934. The sponsor was established in 1989 and is a member of the
Financial Industry Regulatory Authority, Inc. and the Securities Investor Protection
Corporation. The sponsor maintains its principal business office in Parsippany, New
Jersey. If the sponsor fails to or cannot perform its duties as sponsor or becomes
bankrupt, the trustee may replace the sponsor, continue to operate the trust without a
sponsor or terminate the trust. The sponsor may also resign by notifying the trustee.
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The sponsor and the trust have adopted a code of ethics requiring the sponsor’s
employees who have access to information on trust transactions to report personal
securities transactions. The purpose of the code is to avoid potential conflicts of
interest and to prevent fraud, deception or misconduct with respect to the trust.

The sponsor or an affiliate may use the list of securities in the trust in its independent
capacity (which may include acting as an investment adviser or broker-dealer) and
distribute this information to various individuals and entities. The sponsor or an affiliate
may recommend or effect transactions in the securities. This may also have an impact
on the price the trust pays for the securities and the price received upon unit redemption
or trust termination. For example, some or all of the securities in the trust may also be
owned by other clients of the sponsor and its affiliates. However, because the trust is not
a managed fund or because these clients have differing investment objectives, the sponsor
or its affiliates may sell or recommend the sale of certain securities from those accounts in
instances where a sale by the trust would not occur or would be impermissible, such as to
maximize return by taking advantage of market fluctuations. The sponsor may act as agent
or principal in connection with the purchase and sale of securities, including those held
by the trust, and may act as a specialist market maker in the securities. The sponsor may
also issue reports and make recommendations on the securities in the trust. The sponsor or
an affiliate may have participated in a public offering of one or more of the securities in
the trust. The sponsor, an affiliate or their employees may have a long or short position in
these securities or related securities. An officer, director or employee of the sponsor or an
affiliate may be an officer or director for the issuers of the securities.

THE SUPERVISOR. The supervisor is Hennion & Walsh Asset Management,
Inc., a New Jersey corporation. The supervisor is an affiliate of the sponsor and is
an investment adviser registered with the Securities and Exchange Commission. The
sponsor may remove and replace the supervisor in some cases without your consent.
The supervisor may also resign by notifying the sponsor and trustee.

THE TRUSTEE. The Bank of New York Mellon is the trustee of the trust with
its principal unit investment trust division offices located at 240 Greenwich Street,
22W Floor, New York, NY 10286. You can contact the trustee by calling the telephone
number on the back cover of this prospectus or by writing to its unit investment trust
office. The sponsor may remove and replace the trustee in some cases without your
consent. The trustee may also resign by notifying the sponsor.

TRUST EXPENSES AND CHARGES

The trust will pay various fees and expenses to conduct its operations. The “Fee
Table” in this prospectus shows the estimated amount of these fees and expenses.

The sponsor will receive a fee from the trust for creating and developing the
trust, including determining the trust’s objectives, policies, composition and size,
selecting service providers and information services and for providing other similar
administrative and ministerial functions. This “creation and development fee” is a
charge of $0.05 per unit outstanding at the end of the initial offering period. The
trustee will deduct this amount from the trust’s assets as of the close of the initial
offering period. The sponsor does not use this fee to pay distribution expenses or as
compensation for sales efforts. This fee will not be deducted from proceeds received
upon a repurchase, redemption or exchange of units before the close of the initial
public offering period.
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The trust will pay a fee to the trustee for its services. The trustee also benefits
when it holds cash for the trust in non-interest bearing accounts.

The supervisor will be compensated for providing portfolio supervisory services as
well as bookkeeping and other administrative services to the trust. This fee may exceed
the actual cost of providing portfolio supervisory, bookkeeping and administrative
services for the trust, but at no time will the total amount received for such services
rendered to all series of the SmartTrusts in any calendar year exceed the aggregate cost
to the portfolio supervisor of supplying such services in such year.

The sponsor may receive brokerage fees when the trust uses it as agent in buying
or selling securities. As authorized by the trust indenture, the trustee may employ a
subsidiary or affiliate of the trustee to act as broker to execute certain transactions for
a trust. The trust will pay for such services at standard commission rates.

The portfolio supervisor fee for bookkeeping and other administrative services
and the trustee’s fee are based on the largest aggregate number of units of the trust
outstanding at any time during the period for which the compensation is paid. These
fees may be adjusted for inflation without unitholders” approval, but in no case will
the annual fee paid to the sponsor or its affiliates for providing services to all unit
investment trusts be more than the actual cost of providing such services in such year.

The trust will also pay general operating expenses, such as trustee expenses
(including legal and auditing expenses), various governmental charges, fees for
extraordinary trustee services, costs of taking action to protect the trust, costs of
indemnifying the trustee and the sponsor, legal fees and expenses, expenses incurred
in contacting you and any applicable license fee for the use of certain service marks,
trademarks and/or trade names. The trust may pay the costs of updating its registration
statement each year. The trustee will generally pay trust expenses from distributions
received on the securities but in some cases may sell securities to pay trust expenses.

The trust will also indirectly bear the expenses of any funds in the trust portfolio.
While the trust will not pay these expenses directly out of its assets, these expenses are
shown in the trust’s annual operating expenses in the “Fee Table” in this prospectus to
illustrate the impact of these expenses.

TAX STATUS

This section summarizes some of the main U.S. federal income tax consequences
of owning units of the trust. This section is current as of the date of this prospectus.
Tax laws and interpretations change frequently, and these summaries do not describe
all of the tax consequences to all taxpayers. For example, these summaries generally
do not describe your situation if you are a corporation, a non-U.S. person, a broker/
dealer, or other investor with special circumstances. In addition, this section does not
describe your state, local or non-U.S. tax consequences.

This federal income tax summary is based in part on the advice of counsel to
the sponsor. The Internal Revenue Service could disagree with any conclusions set
forth in this section. In addition, our counsel was not asked to review, and has not
reached a conclusion with respect to the federal income tax treatment of the assets to
be deposited in the trust. This may not be sufficient for you to use for the purpose of
avoiding penalties under federal tax law.
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As with any investment, you should seek advice based on your individual
circumstances from your own tax advisor.

TRUST STATUS. Your trust intends to qualify as a “regulated investment
company” under the federal tax laws. If your trust qualifies as a regulated investment
company and distributes its income as required by the tax law, your trust generally will
not pay federal income taxes.

DISTRIBUTIONS. After the end of each year, you will receive a tax statement
that separates your trust’s distributions into four categories, ordinary income
distributions, capital gain dividends, exempt-interest dividends and return of capital.
Some dividends may qualify as “exempt-interest dividends,” which generally are
excluded from your gross income for federal income tax purposes. Some or all of the
exempt-interest dividends, however, may be taken into account in determining the
alternative minimum tax on individuals and may have other tax consequences (e.g., they
may affect the amount of your social security benefits that are taxed). Exempt-interest
dividends may affect the corporate alternative minimum tax for certain corporations
that are considered “applicable corporations” as defined under the Internal Revenue
Code. Ordinary income distributions are generally taxed at your ordinary tax rate.
Generally, you will treat all capital gain dividends as long-term capital gains regardless
of how long you have owned your units. To determine your actual tax liability for your
capital gain dividends, you must calculate your total net capital gain or loss for the
tax year after considering all of your other taxable transactions, as described below.
In addition, your trust may make distributions that represent a return of capital for tax
purposes and thus will generally not be currently taxable to you. A return of capital,
although not initially taxable to you, will result in a reduction in the basis in your
units and subsequently could result in you having to pay higher taxes in the future
when units are sold or redeemed even if you sell or redeem the units at a loss from
your original investment. In addition, if the non-dividend distribution exceeds your
basis in your units, you will have long-term or short-term gain depending upon your
holding period. The tax status of your distributions from your trust is not affected
by whether you reinvest your distributions in additional units or receive them in
cash. The income from your trust that you must take into account for federal income
tax purposes is not reduced by amounts used to pay a deferred sales charge, if any.
The tax laws may require you to treat distributions made to you in January as if you
had received them on December 31 of the previous year. Income from your trust
may also be subject to a 3.8 percent “medicare tax.” This tax generally applies to
your net investment income if your adjusted gross income exceeds certain threshold
amounts, which are $250,000 in the case of married couples filing joint returns and
$200,000 in the case of single individuals. Interest that is excluded from gross income
and exempt-interest dividends from the trust are generally not included in your net
investment income for purposes of this tax.

DIVIDENDS RECEIVED DEDUCTION. A corporation that owns units
generally will not be entitled to the dividends received deduction with respect to
many dividends received from your trust because the dividends received deduction is
generally not available for distributions from regulated investment companies.

SALE OR REDEMPTION OF UNITS. If you sell or redeem your units, you
will generally recognize a taxable gain or loss. To determine the amount of this gain
or loss, you must subtract your tax basis in your units from the amount you receive in
the transaction. Your tax basis in your units is generally equal to the cost of your units,
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generally including sales charges. In some cases, however, you may have to adjust
your tax basis after you purchase your units. Further, if you hold your units for six
months or less, any loss incurred by you related to the disposition of such a unit will
be disallowed to the extent of the exempt-interest dividends you received, except as
otherwise described in the next section.

An election may be available to you to defer recognition of capital gain if you
make certain qualifying investments within a limited time. You should talk to your tax
advisor about the availability of this deferral election and its requirements.

CAPITAL GAINS AND LOSSES. If you are an individual, the maximum
marginal stated federal income tax rate for net capital gain is generally 20% (15% or 0%
for taxpayers with taxable incomes below certain thresholds). Capital gains may also be
subject to the “medicare tax” described above.

Net capital gain equals net long-term capital gain minus net short-term capital loss
for the taxable year. Capital gain or loss is long-term if the holding period for the asset
is more than one year and is short-term if the holding period for the asset is one year
or less. You must exclude the date you purchase your units to determine your holding
period. If you hold a unit for six months or less, any loss incurred by you related to
the disposition of such unit will be disallowed to the extent of the exempt-interest
dividends you received, except in the case of a regular dividend paid by the trust if
the trust declares exempt-interest dividends on a daily basis in an amount equal to
at least 90 percent of its net tax-exempt interest and distributes such dividends on a
monthly or more frequent basis. To the extent, if any, it is not disallowed, it will be
recharacterized as long-term capital loss to the extent of any capital gain dividend
received. The tax rates for capital gains realized from assets held for one year or less
are generally the same as for ordinary income. The Internal Revenue Code treats
certain capital gains as ordinary income in special situations.

An election may be available to you to defer recognition of the gain attributable
to a capital gain dividend if you make certain qualifying investments within a limited
time. You should talk to your tax advisor about the availability of this deferral election
and its requirements.

IN-KIND DISTRIBUTIONS. Under certain circumstances, as described in
this prospectus, you may receive an in-kind distribution of trust securities when you
redeem units or when your trust terminates. This distribution will be treated as a
sale for federal income tax purposes and you will generally recognize gain or loss,
generally based on the value at that time of the securities and the amount of cash
received. The Internal Revenue Service could however assert that a loss could not be
currently deducted.

ROLLOVERS AND EXCHANGES. If you elect to have your proceeds from
your trust rolled over into a future trust, the exchange would generally be considered a
sale for federal income tax purposes.

TREATMENT OF TRUST EXPENSES. Expenses incurred and deducted
by your trust will generally not be treated as income taxable to you. In some cases,
however, you may be required to treat your portion of these trust expenses as income.
You may not be able to deduct some or all of these expenses. Further, because the
trust pays exempt-interest dividends, which are treated as exempt interest for federal
income tax purposes, you will not be able to deduct some of your interest expense for
debt that you incur or continue to purchase or carry your units.
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NON-U.S. INVESTORS. If you are a non-U.S. investor (i.e., an investor other
than a U.S. citizen or resident or a U.S. corporation, partnership, estate or trust), you
should be aware that, generally, subject to applicable tax treaties, distributions from
your trust will be characterized as dividends for federal income tax purposes (other than
dividends which your trust properly reports as capital gain dividends) and, other than
exempt-interest dividends, will be subject to U.S. income taxes, including withholding
taxes, subject to certain exceptions described below. However, distributions received by
anon-U.S. investor from your trust that are properly reported by your trust as capital
gain dividends may not be subject to U.S. federal income taxes, including withholding
taxes, provided that your trust makes certain elections and certain other conditions
are met. Distributions from your trust that are properly reported by the trust as an
interest-related dividend attributable to certain interest income received by the trust or
as a short-term capital gain dividend attributable to certain net short-term capital gain
income received by the trust may not be subject to U.S. federal income taxes, including
withholding taxes when received by certain non-U.S. investors, provided that the
trust makes certain elections and certain other conditions are met. Amounts paid to or
recognized by a non-U.S. affiliate that are excluded from tax under the portfolio interest,
capital gains dividends, short-term capital gains or exempt-interest dividend exceptions
or applicable treaties, may be taken into consideration in determining whether a
corporation is an “applicable corporation” subject to a 15% minimum tax on adjusted
financial statement income.

In addition, distributions may be subject to a U.S. withholding tax of 30% in the
case of distributions to (i) certain non-U.S. financial institutions that have not entered
into an agreement with the U.S. Treasury to collect and disclose certain information and
are not resident in a jurisdiction that has entered into such an agreement with the U.S.
Treasury and (ii) certain other non-U.S. entities that do not provide certain certifications
and information about the entity’s U.S. owners. This withholding tax is also currently
scheduled to apply to the gross proceeds from the disposition of securities that produce
U.S. source interest or dividends. However, proposed regulations may eliminate the
requirement to withhold on payments of gross proceeds from dispositions. You should
also consult your tax advisor with respect to other U.S. tax withholding and reporting
requirements.

CALIFORNIA TAXES. Chapman and Cutler LLP has examined the income tax
laws of the State of California to determine their applicability to the California Municipal
Portfolio of Funds Trust (the “California Trust”) and to the holders of units of the
California Trust who are full time residents of the State of California. The assets of the
California Trust will include shares (the “RIC Shares”) in funds qualifying as regulated
investment companies (“RICs”) that are treated as interests in regulated investment
companies for federal income tax purposes. The RICs will hold, among other things,
one or more of the following: (i) interest bearing obligations issued by or on behalf of
the State of California or a local government in California (the “California Bonds™) or
(i1) interest bearing obligations issued by the government of Puerto Rico, Guam or the
Virgin Islands (the “Possession Bonds” and, collectively with the California Bonds, the
“Bonds”). The discussion in this section is based on the assumption that: (i) the Bonds
were validly issued by the State of California or a local government in California, or by
the government of Puerto Rico, Guam or the Virgin Islands, as the case may be, (ii) the
interest on the Bonds is excludable from gross income for federal income tax purposes,
and (iii) with respect to the Possession Bonds, the Possession Bonds and the interest
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thereon are exempt from all state and local taxation. This disclosure does not address the
taxation of persons other than full-time residents of the State of California.

If you are an individual, you may exclude from taxable income for purposes of the
California Personal Income Tax dividends received from the California Trust that are
properly reported by the California Trust as exempt-interest dividends for California
Personal Income Tax purposes in written statements furnished to you. The portion of
the California Trust’s dividends reported as California exempt-interest dividends may
not exceed the amount of interest the California Trust receives during its taxable year
on obligations the interest on which, if held by an individual, is exempt from taxation
by the State of California, which may include interest received from Possession Bonds,
and the amount of California exempt-interest dividends the California Trust receives
from the RIC Shares, reduced by certain non-deductible expenses. The California Trust
may designate California exempt-interest dividends only if the California Trust qualifies
as a regulated investment company under the Internal Revenue Code of 1986, and, if
at the close of each quarter of its taxable year, (i) at least 50% of the value of the total
assets of the California Trust consists of obligations the interest on which when held by
an individual, is exempt from taxation by the State of California or (ii) at least 50% of
the value of the total assets of the California Trust consists of interests in other entities
qualifying as regulated investment companies for federal income tax purposes.

Distributions from the California Trust, other than those properly reported by
the California Trust as exempt-interest dividends for California Personal Income Tax
purposes, will generally be subject to the California Personal Income Tax. Please note
that all distributions from the California Trust, including California exempt-interest
dividends, received by taxpayers subject to the California Corporation Tax Law may be
subject to the California franchise tax and the California income tax. You generally will
be subject to tax for purposes of the California Personal Income Tax, and the California
franchise and income taxes imposed on taxpayers subject to the California Corporation
Tax Law on gain recognized on the sale or redemption of shares of the California
Trust. Interest on indebtedness incurred or continued to purchase or carry shares of the
California Trust, if the California Trust distributes California exempt-interest dividends
during a year, is generally not deductible for purposes of the California Personal
Income Tax.

Neither the sponsor nor its counsel have independently examined the RIC Shares,
the Bonds or the opinions of bond counsel rendered in connection with the issuance of
the Bonds. Ownership of shares in the California Trust may result in other California
tax consequences to certain taxpayers, and prospective investors should consult their tax
advisors.
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OTHER MATTERS

LEGAL MATTERS. Chapman and Cutler LLP acts as counsel for the sponsor
and the trust. Dorsey & Whitney LLP acts as counsel for the trustee.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM. The
“Statement of Financial Condition” and the “Portfolio of Investments” in this
prospectus are included herein in reliance upon the report of Grant Thornton LLP,
independent registered public accounting firm, and upon the authority of that firm as
experts in accounting and auditing.

ADDITIONAL INFORMATION. This prospectus does not contain all the
information in the registration statement that the trust filed with the Securities and
Exchange Commission. The Information Supplement, which was filed with the
Securities and Exchange Commission, includes more detailed information about
the investment risks and certain information about the trust. You can obtain the
Information Supplement by contacting the sponsor or the Securities and Exchange
Commission as indicated on the back cover of this prospectus. This prospectus
incorporates the Information Supplement by reference (it is legally considered part of
this prospectus).
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